TRANSACT TECHNOLOGIES INC

FORM 10-K

(Annual Report)

Filed 3/15/2007 For Period Ending 12/31/2006

Address 7 LASER LANE

WALLINGFORD, Connecticut 06492
Telephone 203-269-1198
CIK 0001017303
Industry Computer Peripherals
Sector Technology
Fiscal Year 12/31

powered 8y EINGA ROnline

hitpiherwew_edgar-online.com/
D Copyright 2005. All Rights Reservad
Distribution and use of this document restricted under EDGAR Onlines Terms of Use.




UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, DC. 20549

FORM 10-K

FOR ANNUAL AND TRANSITION REPORTS
PURSUANT TO SECTIONS 13 OR 15(d) OF THE
SECURITIES AND EXCHANGE ACT OF 1934

(Mark One)

[X] ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the fiscal year ended December 31, 2006 or

[1 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15 (d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the transition period from to

Commission file number: 0-21121

TRANSACT TECHNOLOGIES INCORPORATED

(Exact name of registrant as specified in its arart

06-1456680
(I.R.S. Employer
Identification No.)

DELAWARE
(State or other jurisdiction of
incorporation or organization)

06492

7 LASER LANE, WALLINGFORD, CT
(Zip Code)

(Address of principal executive offices)
Registrant's telephone number, including area 263e859-6800

Securities registered pursuant to Section 12(b) dfie Act:

NAME OF EX CHANGE ON WHICH REGISTERED

TITLE OF EACH CLASS

Common Stock, par value $.01 per share The NA SDAQ Stock Market, LLC

Securities registered pursuant to Section 12(g) ¢fie Act: None

Indicate by check mark if the registrant is a welbwn seasoned issuer (as
defined in Rule 405 of the Securities Act).

Yes [] No [X]
Indicate by check mark if the registrant is notuieed to file reports pursuant to Section 13 orti®ecl5(d) of the Securities Act.

Yes [] No [X]

Indicate by check mark whether the registranth@s filed all reports required to be filed by Sextl3 or 15 (d) of the Securities Exchange
Act of 1934 during the preceding 12 months (orsfiech shorter period that the registrant was reduodile such reports), and (2) has been

subject to such filing requirements for the pastags.



Yes[X]No|[]

Indicate by check mark if disclosure of delinquiélers pursuant to Item 405 of Regulation S-K is aontained herein, and will not be
contained, to the best of registrant's knowledgelefinitive proxy or information statements incorated by reference in Part Il of this Form
1C-K or any other amendment to this Forn-K. [ ]



Indicate by check mark whether the registrantlearge accelerated filer, an accelerated filer, noa-accelerated filer. See definition of
"accelerated filer and large accelerated filerRide 12b-2 of the Exchange Act. (check one):

Large accelerated filer [ ] Accelerated filer [XpN-accelerated filer [ ]
Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Exge Act).
Yes [ ] No [X]

As of June 30, 2006 the aggregate market valukeofdgistrant's issued and outstanding voting dtet by non-affiliates of the registrant
was $93,200,000.

As of February 28, 2007, the registrant had outhten9,574,777 shares of common stock, $0.01 paeva
DOCUMENTS INCORPORATED BY REFERENCE
Proxy Statement for the Annual Meeting of Shareéiddo be held on May 15, 2007 - Part 1l (Items140.

1



TRANSACT TECHNOLOGIES INCORPORATED

INDEX

PART I.

Item 1. Business

Iltem 1A. Risk Factors

Item 1B. Unresolved Staff Comments

Item 2. Properties

Item 3. Legal Proceedings

Item 4. Submission of Matters to a Vote of Secu

PART II.

Item 5. Market for Registrant's Common Equity,
Stockholder Matters and Issuer Purchase
Securities

Item 6. Selected Consolidated Financial Data

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

Iltem 7A. Quantitative and Qualitative Disclosure
Risk

Item 8. Financial Statements and Supplementary

Item 9. Changes in and Disagreements with Accou
Accounting and Financial Disclosure

Item 9A. Controls and Procedures

PART III.

Item 10. Directors and Executive Officers of the

Item 11. Executive Compensation

Item 12. Security Ownership of Certain Beneficia
Management and Related Stockholder Matt

Item 13. Certain Relationships and Related Trans
Item 14. Principal Accountant Fees and Services

PART IV.

Item 15. Exhibits and Financial Statement Schedu
Signatures

PART |

Page No
3-7
7-10
10
10-11
11
rity Holders 11
Related
s of Equity
12-13
14
Financial
15 - 27
s About Market
27
Data 28 -51
ntants on
52
52 -53
Registrant 53
53
| Owners and
ers 53-54
actions 54
54
les 55 -57
58



ITEM 1. BUSINESS.
THE COMPANY

TransAct was incorporated in June 1996 and begaratipg as a stand-alone business in August 1986pm-off of the printer business that
was formerly conducted by certain subsidiariesrd@x Corporation. We completed an initial publféeoing on August 22, 1996.

TransAct Technologies Incorporated ("TransAct"te tCompany") designs, develops, assembles, maahkdtservices world-class
transaction printers under the Epic(TM) and IthB)d{rand names. Known and respected worldwidenfioovative designs and real-world
service reliability, our impact, thermal and inkpeinters generate top-quality transaction recsrash as receipts, tickets, coupons, register
journals and other documents. We focus on two p@ekets: (1) poir-of-sale ("POS") and banking and (2) gaming antkigt We sell our
products to original equipment manufacturers ("OEMgalue-added resellers ("VARs"), selected dittors, as well as directly to enders
Our product distribution spans across the Amerigasope, the Middle East, Africa, Asia, Australize Caribbean Islands and the South
Pacific. In addition, we have a strong focus onafier-market side of the business, with a grovaagimitment to printer service, supplies
and spare parts. We have one primary operatintityacicated in Ithaca, NY, five sales offices léed in the United States (including our
global gaming and lottery headquarters and wesegion service center in Las Vegas, NV), and a gemo sales and service center in the
United Kingdom. Our executive offices and eastegion service center are located at 7 Laser Laradljiyford, CT 06492, with a telephone
number of

(203) 859-6800.

FINANCIAL INFORMATION ABOUT SEGMENTS

We have determined that we operate in one repersdgment, the design, development, assembly ariaéttimg of transaction printers and
printer-related service, supplies and spare parts.

PRODUCTS AND SERVICES
Printers

TransAct designs, develops, assembles and marketsad array of transaction-based printers uti§jzirkjet, thermal and impact printing
technology for applications requiring up to 60 awer columns, primarily in the POS and bankingl gaming and lottery markets. Our
printers are configurable and offer customers thlityato choose from a variety of features anddtions. Options typically include interface
configuration, paper cutting devices, paper hagdtiapacities and cabinetry color. In addition to @anfigurable printers, we design and
assemble custom printers for certain OEM custontersollaboration with these customers, we proddgineering and manufacturing
expertise for the design and development of sgeethprinters.

POS and banking: Our POS and banking printers dlechundreds of optional configurations that casddected to meet particular customer
needs. We believe that this is a significant coitigetstrength, as it allows us to satisfy a wigeisty of printing applications that our
customers request. In the POS market, we sell senerdels of printers utilizing inkjet, thermal aimdpact printing technology. Our printers
are used primarily by retailers in the hospitaligstaurant (including fine dining, casual diniagd fast food) and specialty retail industries to
print receipts for consumers, validate checks rimt jon other inserted media. We also sell printhet are used by banks, credit unions and
other financial institutions to print and/or validaeceipts at bank teller stations.

Gaming and lottery: In the lottery portion of owmging and lottery market, we supply lottery pristey GTECH, our largest customer and the
world's largest provider of lottery terminals, wih approximate 70% market share. These printerdesigned for high-volume, high-speed
printing of lottery tickets for various lottery dpgations.

In the gaming portion of our gaming and lottery kedy we sell several models of printers used ihrslachines and video lottery terminals
that print tickets instead of issuing coins at gasj racetracks and other gaming establishmentsiwide. These printers utilize thermal
printing technology and can print tickets in monache or twoeolor (depending upon the model), and offer varioilrer features such as ji
resistant bezels and a dual port interface thataldw casinos to print coupons/promotions. Initidd, we sell printers using thermal and
impact printing technology for use in non-casinmgay establishments, including game types suchrass&ments with Prizes ("AWP"),
Skills with Prizes ("SWP"), Video lottery terming]8/LT"), Fixed Odds Betting Terminals ("FOBT") arudher off-premise gaming type
machines around the world.

TransAct Services Group

Through our TransAct Services Group, we proactiveirket the sale of consumable products (includikget cartridges, ribbons and receipt
paper), replacement parts and maintenance seffeical of our products. Our maintenance servicetude the sale of extended warranties,
multi-year maintenance contracts, 24-hour guaranteglacement product service TransAct Xpress(S, other repair services for our
printers. Within the United States, we provide reparvices



through our eastern region service center in Wgiitird, CT and our western region service centémais Vegas, NV. Internationally, we
provide repair services through our European servénter located in Doncaster, United Kingdom, tandugh partners strategically located
around the world.

We also provide customers with telephone saledegithical support, and a personal account repratbemto handle orders, shipping and
general information. Technical and sales suppaggmel receive training on all of our manufactupeaducts and our services.

Product Warranty

Our printers generally carry up to a two-year leditvarranty against defects in material and workshgm Defective equipment may be
returned to any of our service centers, or our rfaaturing facility in Ithaca, NY for newly-releasgdinters only, for repair or replacement
during the applicable warranty period.

PRODUCTION, MANUFACTURING AND SOURCES AND AVAILABIL ITY OF RAW MATERIALS

We design our products to optimize product perfarcea quality, reliability and durability. These @p®s combine cost efficient materials,
sourcing and assembly methods with high standdrderkmanship. We finalize assembly of our produotsur Ithaca, NY facility largely
on a configure-tarder basis using components that have been sofraracaround the world. Our manufacturing enginewsk closely with
our new product engineers and vendors during tkeldpment of new products. As a result, this caltalion increases manufacturing
efficiency by specifying materials and designingnofacturing processes in conjunction with new pridlesign.

We procure component parts and subassembliesdédanube manufacture and assembly of our prod@ttcal component parts and
subassemblies include inkjet, thermal and impaotheads, printing/cutting mechanisms, power s@splimotors, injection molded plastic
parts, circuit boards and electronic componentsghvlre obtained from domestic and foreign supglégrcompetitive prices. In addition, we
have begun to procure fully assembled printers fadimreign supplier. We typically strive to maimtainore than one source for our
component parts, subassemblies and fully asserpbieiers to reduce the risk of parts shortagesawailability. However, we could
experience temporary disruption if certain supgliegased doing business with us, as described below

Okidata Americas, Inc. ("Okidata"), is the sole gligr for an impact printer component kit consigtof a printhead, control board and
carriage (the "Oki Kit"), that is used in all ofrothaca(R) brand impact printers. The loss ofghpply of Oki Kits would have a material
adverse effect on TransAct. However, sales of impenters continue to decline as sales of theseqys are replaced by sales of thermal and
inkjet printers. As such, we believe that any palssioss of supply of Oki Kits will have less of ampact on TransAct in 2007 and beyond.
Although we do not have a supply agreement withd@&, our relationship with Okidata remains strand we have no reason to believe that
Okidata will discontinue its supply of Oki Kits tes or that their terms to us will be any less fatde than they have been historically.

HewlettPackard Company ("HP") is the sole supplier ofénkjartridges that are used in all of our inkjéni@rs. The loss of the supply of |
inkjet cartridges would have a material adverseatfbn the sale of our inkjet printers. Prior tdfemry 2006, we had a supply agreement

HP to purchase inkjet cartridges at fixed pricdisBgreement expired on February 1, 2006 and wiaenewed, as HP informed us that they
no longer maintain supply agreements for thesetrdqrtridges; however, we continue to purchasgtmartridges from HP. Although we no
longer have a supply agreement with HP, our redatigp with HP remains strong and we have no retsbelieve that HP will discontinue
supply of inkjet cartridges to us. The inkjet caiges we purchase from HP are used not only inrdget printers for the POS and banking
market, but also in other manufacturer's printiegides across several other markets.

We currently buy substantially all of our thermaihp mechanisms, an important component of oumtlaprinters, from one supplier.
Although we believe that other suppliers could jewimilar thermal print mechanisms on comparédaims, a change in suppliers could
cause a delay in manufacturing and possible losales which may have a material adverse effecuomperating results.
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PATENTS AND PROPRIETARY INFORMATION

We have significantly expanded our patent portfolier the past six years, and expect to contine®tso in the future. We also believe our
patent portfolio could provide additional opportigs to license our intellectual property in theufe. We hold 21 United States and nine
foreign patents and have nine United States arfdré@yn patent applications pending pertaininguo products. The duration of these pat
range from 11 to 18 years. The expiration of ampiidlual patent would not have a significant negaifmpact on our business. We regard
certain manufacturing processes and designs todpeiptary and attempt to protect them through eyge and third-party nondisclosure
agreements and similar means. It may be possibletauthorized third parties to copy certain paoiof our products or to reverse engineer
or otherwise obtain and use, to our detriment,rmtion that we regard as proprietary. Moreoves,létws of some foreign countries do not
afford the same protection to our proprietary rigi$ do United States laws. There can be no assutiaat legal protections relied upon by
Company to protect our proprietary position willdgequate or that our competitors will not indeely develop technologies that are
substantially equivalent or superior to our tecbg@s.

During 2004, we signed a cross licensing agreemvéhtSeiko Epson. Under the agreement, Seiko Epsosived a license to three of our
patents, and we received a license to eighteeribEpson's patents relating to printing applaadi for the point of sale and banking
markets. In addition, we agreed to pay $900,008 raxyalty for the usage of certain Seiko Epsonrieldgy prior to January 1, 2003, which
was paid in full by January 2005. Under the agregmee continue to pay royalties on a quarterlyideslated to the sales of licensed prin
which is reflected in cost of sales.

SEASONALITY

Retailers typically reduce purchases of new PO$ement in the fourth quarter, due to the increas#idme of consumer transactions in that
holiday period, and our sales of printers in theSR@arket historically have increased in the thwdrter and decreased in the fourth quarter.
Similarly, installations of lottery terminals angptcally reduced in the fourth quarter, resultingdecreased sales of lottery printers.

CERTAIN CUSTOMERS

We currently have an ongoing OEM purchase agregrasrgmended in February 2006, (the "GTECH TheRriater Agreement”) with
GTECH Corporation ("GTECH") that provides for thaesof thermal on-line lottery printers and spaaetg at fixed prices, through June 28,
2012. Firm purchase orders for printers under th&@GH Thermal Printer Agreement may be placed asired by GTECH. Prior to this
agreement, we had a purchase agreement with GTR&thbtovided for the sale of impact on-line lotterinters and spare parts through
December 31, 2004. Because our new thermal ordttexy printer is a replacement for our impactlioe-printer, we do not expect any
further shipments of impact on-line lottery prirgeHowever, we do expect to continue to sell spares to GTECH for the remaining
installed base of impact on-line lottery printeakhough we expect such sales to decline as th&lled base of impact on-line lottery printers
are replaced with our thermal printer.

BACKLOG

Our backlog of firm orders was approximately $4,800 as of February 28, 2007, compared to $8,3008®mf February 28, 2006. Based on
customers' current delivery requirements, we exfoeship our entire current backlog during 2007.

COMPETITION

The market for transactiopased printers is extremely competitive, and weeekpuch competition to continue in the future. dgmpete witt
a number of companies, many of which have greatan€ial, technical and marketing resources thamiesbelieve our ability to compete
successfully depends on a number of factors bathimvand outside our control, including durabilitgliability, quality, design capability,
product customization, price, customer supportcass in developing new products, manufacturing riggeand capacity, supply of
component parts and materials, strategic relatipsshith suppliers, the timing of new product irduztions by us and our competitors,
general market, economic and political conditiond,an some cases, the uniqueness of our products.

In the POS and banking market, our major compeit&pson America, Inc., which holds a dominantkeaposition of the POS markets it
which we sell. We also compete, to a much lessengxwith Transaction Printer Group, Star Micranfmerica, Inc., Citizen -- CBM
America Corporation, Pertech Resources, Inc. amas8ag/Bixolon. Certain competitors of ours haveaggefinancial resources, lower costs
attributable to higher volume production and somes offer lower prices than us.

In the lottery market (consisting principally of-tne lottery transaction printing), we hold a l&zgiposition, based largely on our long-term
purchase agreement with GTECH, which holds apprateéiy 70% market share of the worldwide on-linédot market. We compete in this
market based solely on our ability to provide spkoéd, custom-engineered products to GTECH.
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In the gaming market (consisting principally oftsleachine and video lottery terminal transactiontprg), we compete with several
companies including FutureLogic, Inc., Nanoptix;.|[rCustom Engineering SPA and others. Certairuofooducts sold for gaming
applications compete based upon our ability to ig@highly specialized products, custom engineeging ongoing technical support.

The TransAct Services Group business is highlyrmfragted, and we compete with numerous competitovaradus sizes depending on the
geographic area.

Our strategy for competing in our markets is totoore to develop new products and product lineresitmns, to increase our geographic
market penetration, to take advantage of stratedgtionships, and to lower product costs by smgrciertain products overseas. Although we
believe that our products, operations and relakipssprovide a competitive foundation, there cambeassurance that we will compete
successfully in the future. In addition, our proguatilize certain inkjet, thermal and impact pirigttechnology. If other technologies, or
variations to existing technologies were to evalvdecome available to us, it is possible that welld incorporate these technologies into
products. Alternatively, if such technologies warevolve or become available to our competitous,pyoducts could become obsolete,
which would have a significant negative impact o lousiness.

RESEARCH AND DEVELOPMENT ACTIVITIES

We spent approximately $2,824,000, $2,726,000 &nd1%,000 in 2006, 2005 and 2004, respectivelyeraineering, design and product
development efforts in connection with specializedineering and design to introduce new produdist@icustomize existing products.

ENVIRONMENT

We are not aware of any material noncompliance feitteral, state and local provisions that have leeected or adopted regulating the
discharge of materials into the environment, oeotlise relating to the protection of the environten

EMPLOYEES

As of February 28, 2007, TransAct and our subsigsaemployed 185 persons, of whom 172 weretiie and 13 were temporary employ:
None of our employees are unionized, and we consiglerelationships with our employees to be g¢

FINANCIAL INFORMATION ABOUT GEOGRAPHIC AREAS

We have foreign operations primarily from TransAethnologies Ltd., a wholly-owned subsidiary lodaitethe United Kingdom, which had
sales to its customers of $2,722,000, $2,181,00M 34,000,000, (primarily for the service of pristeised in the British Post Office) in 2006,
2005 and 2004, respectively. We had export sates tur domestic operations of approximately $11,da®, $10,137,000 and $5,423,000 in
2006, 2005 and 2004, respectively. Total intermaticales, which include sales from our foreignssdibry and export sales from our
domestic operations, were approximately $14,138,600,318,000 and $6,423,000 in 2006, 2005 and ,2@8pectively.

ADDITIONAL INFORMATION

We make available free of charge through our irtewebsite, WWW.TRANSACT-TECH.COM, our annual repam Form 10-K, quarterly
reports on Form 10-Q, current reports on Form &id all amendments to those reports as soon amaday practicable after such material
is electronically filed with or furnished to the GE

We maintain a Code of Business Conduct that indwde code of ethics that is applicable to all eyeés, including our Chief Executive

Officer, Chief Financial Officer and Controller. ishiCode, which requires continued observance df bipical standards such as honesty,
integrity and compliance with the law in the condofcour business, is available for public acces®uwr internet website. Any person may
request a copy of our Code of Business Conductdfebarge by calling (203) 859-6800.

EXECUTIVE OFFICERS OF THE REGISTRANT

The following list is included as an unnumberedit@ Part | of this Report in lieu of being inclubm the Proxy Statement for the Annual
Meeting of Stockholders to be held on May 15, 2007.



The following is a list of the names and ages béatcutive officers of the registrant, indicatialljpositions and offices with the registrant
held by each such person and each person's ptimcipapations and employment during at least tts fdee years.

Name Age Position
Bart C. Shuldman 49 Chairman of the Board, President and Chief Executive Officer
Steven A. DeMartino 37 Executive Vice Presiden t, Chief Financial Officer, Treasurer and
Secretary
Michael S. Kumpf 57 Executive Vice Presiden t - Engineering

BART C. SHULDMAN has been Chief Executive Offic@resident and a Director of the Company sinceoit:i&tion in June 1996.
Previously, Mr. Shuldman served as President ofrgaer and later the combined operations of Magratddthaca Peripherals from August
1993 until June 1996. In February 2001, Mr. Shuldmwas elected Chairman of the Board.

STEVEN A. DEMARTINO was named as TransAct's ExeauWice President, Chief Financial Officer, Treasuand Secretary on June 1,
2004. Previously, Mr. DeMartino served as SeniaevPresident, Finance and Information TechnologmfOctober 2001 to May 2004, Vi
President and Corporate Controller from Januan8t69ctober 2001, and Corporate Controller frongiéat 1996 to December 1997. Prior
to joining TransAct, Mr. DeMartino was a self-emysa financial consultant from May 1996 to Augus®@&9Prior to that, Mr. DeMartino
served as Controller of Copart, Inc. from Septenil®®4 to May 1996. Mr. DeMartino is a certified fialaccountant.

MICHAEL S. KUMPF was appointed Executive Vice Pdesit of Engineering in March 2002. He served asdBé&fice President,
Engineering from June 1996 to March 2002 and ViesiEent, Engineering of Ithaca Peripherals frof@d119ntil June 1996.

ITEM 1A. RISK FACTORS

Investors should carefully consider the risks, utadsties and other factors described below, a$ agebther disclosures in Management's
Discussion and Analysis of Financial Condition &®bults of Operations, because they could haveterimlaadverse effect on our business,
financial condition, operating results, and growthspects. The risks described below and incorpdray reference are not the only ones
facing our Company. Additional risks not known ®now or that we currently deem immaterial may &igoair our business operations.

Our success will depend on our ability to sustaid manage growth.

As part of our business strategy, we intend toyriemn aggressive growth strategy. Assuming thiggjroccurs, it will require the expansion
of distribution relationships in international matg, the successful development and marketingwfgreducts, expanded customer service
and support, an increased number of personnelghmu the Company and the continued implementati@himprovement of our
operational, financial and management informatigstesms.

To the extent that we seek growth through acqaissti our ability to manage our growth will also deg on our ability to integrate businesses
that have previously operated independently. We nudype able to achieve this integration without@mtering difficulties or experiencing
the loss of key employees, customers or suppliensay be difficult to design and implement effgetifinancial controls for combined
operations and differences in existing controlsgfach business may result in weaknesses that eeguirediation when the financial controls
and reporting functions are combined.

There can be no assurance that we will be abladeessfully implement our growth strategy, or thiatcan successfully manage expanded
operations. As the Company expands, we may frora tariime experience constraints that will adverséfect our ability to satisfy customer
demand in a timely fashion. Failure to manage dnosftectively could adversely affect our resultopérations and financial condition.

We compete in a highly competitive market, whicliksly to become more competitive. Competitors rbayable to respond more quickly to
new or emerging technology and changes in custoaggiirements.

We face significant competition in developing aetlisg our printers and services. Principal competi have substantial marketing, financ
development and personnel resources. To remain etitiap, we believe we must continue to provide:

- Technologically advanced printers that satis& tiser demands,
- Superior customer service,
- High levels of quality and reliability, and

- Dependable and efficient distribution networks.



We cannot ensure we will be able to compete sufidBsagainst current or future competitors. In@ed competition in printers or supplies
may result in price reductions, lower gross pnoférgins and loss of market share, and could redquireased spending on research and
development, sales and marketing and customer sujmme competitors may make strategic acquistmmestablish cooperative
relationships with suppliers or companies that poedcomplementary products. Any of these factomdceduce our earnings.

We have been dependent on sales to one large aesstitra loss of this customer or reduction in osdesm this customer could materially
affect our sales.

We expect that sales to one large customer willicoa to represent a significant percentage ofnatirsales for the foreseeable future. A
reduction or delay in orders from this customecjuding reductions or delays due to market, econporicompetitive conditions in the
industries in which we serve, could have a matadakrse effect upon our results of operations.

We rely on resellers to sell our products and sesvi

We use a variety of distribution channels, inclgdidEMs and distributors, to market our products. &y be adversely impacted by any
conflicts that could arise between and among otioua sales channels.

Our dependence upon resellers exposes us to nusnass, including:

- loss of channel and the ability to bring new pretd to market;

- concentration of credit risk, including disruption distribution should the resellers' financiahdition deteriorate;

- reduced visibility to end user demand and priégsgies which makes forecasting more difficult;

- resellers leveraging their buying power to chattgeterms of pricing, payment and product delivasiyedules; and
- direct competition should a reseller decide toufacture printers internally or source printeravira competitor.

We cannot guarantee that resellers will not reddeky or eliminate purchases from us, which cdalde a material adverse effect upon the
business, consolidated results of operations arahéial condition.

Our operating results and financial condition magtuate.

Our operating results and financial condition mlagtuate from quarter to quarter and year to yedraxe likely to continue to vary due to a
number of factors, many of which are not within oantrol. If our operating results do not meetéRpectations of securities analysts or
investors, who may derive their expectations byapdlating data from recent historical operatingutes, the market price of our common
stock will likely decline. Fluctuations in our opging results and financial condition may be dua tmumber of factors, including, but not
limited to, those identified throughout this "RiBkctors" section:

- changes in accounting rules

- changes in the amount that we spend to devetopi@ or license new products, consumables, tdobies or businesses;
- changes in the amount we spend to promote owtupts and services;

- changes in the cost of satisfying our warrantijgalions and servicing our installed base of nist

- delays between our expenditures to develop anélehaew or enhanced printers and consumableshengleneration of sales from those
products;

- development of new competitive printers by others

- the geographic distribution of our sales;

- our responses to price competition;

- the outcome of lawsuits between TransAct and fleliiegic, Inc.

- market acceptance of our products, both domeftiaat internationally



- availability of third-party components at reasblegprices;

- general economic and industry conditions, inaigdihanges in interest rates affecting returnsash dalances and investments, that affect
customer demand,;

- severe weather events (such as hurricanes)dhalisrupt or interrupt the operation of our custesfacilities; and
- our level of research and development activities.

Due to all of the foregoing factors, and the ottigks discussed in this report, quarter-to-quartenparisons of our operating results may not
be an indicator of future performance.

Our stock price may fluctuate significantly.



The market price of our common stock could flutusignificantly in response to variations in qudyteperating results and other factors,
such as:

- changes in our business, operations or prospects;

- developments in our relationships with our custosn

- announcements of new products or services by by our competitors;
- announcement or completion of acquisitions bgusy our competitors;
- changes in existing or adoption of additional gmwment regulations;

- unfavorable or reduced analyst coverage; and

- prevailing domestic and international market andnomic conditions.

In addition, the stock market has experienced Baamit price fluctuations in recent years. Broadkeafluctuations, general economic
conditions and specific conditions in the indusitryvhich we operate may adversely affect the mapkiee of our common stock.

Limited trading volume of our capital stock may trdyute to its price volatility.

Our common stock is traded on the NASDAQ Nationarkét. During the twelve months ended DecembeRBQ@6, the average daily tradi
volume for our common stock as reported by the NAQINational Market was approximately 53,900 shavés.are uncertain whether a
more active trading market in our common stock déVelop. In addition, many investment banks nagéorfind it profitable to provide
securities research on micro-cap and small-cap aaiep. If analysts were to discontinue coveragauofcommon stock, our trading volume
may be further reduced. As a result, relatively lsiredes may have a significant impact on the raggkice of our common stock, which
could increase the volatility and depress the pofoeur common stock.

Future sales of our common stock may cause ouk gtece to decline.

In the future, we may sell additional shares of@mmon stock in public or private offerings, anel may also issue additional shares of our
common stock to finance future acquisitions. Shafesir common stock are also available for fusake pursuant to stock options that we
have granted to our employees, and in the futurenase grant additional stock options and other foafequity compensation to our
employees. Sales of our common stock or the paarefitat such sales could occur may adversely ffiexvailing market prices for shares
our common stock and could impair our ability tseacapital through future offerings.

We depend on key personnel, the loss of which coaterially impact our business.

Our future success will depend in significant pgoon the continued service of certain key managémrah other personnel and our
continuing ability to attract and retain highly djiad managerial, technical and sales and markggtersonnel. There can be no assurance tha
we will be able to recruit and retain such persarifiee loss of Bart C. Shuldman, the Company's @i of the Board, President and Chief
Executive Officer, or the loss of certain groupkey employees, could have a material adversetaffeour results of operations.

We source some of our component parts from soleesa@uppliers; any disruptions may impact our gbith manufacture and sell our
products.

A disruption in the supply of such component padsld have a material adverse effect on our opmratand financial results.
The inability to protect intellectual property cdiiarm our reputation, and our competitive posititay be materially damaged.

Our intellectual property is valuable and providsswith certain competitive advantages. Copyrigbégents, trade secrets and contracts are
used to protect these proprietary rights. Despigésé precautions, it may be possible for thirdigstb copy aspects of our products or,
without authorization, to obtain and use informatihich we regard as trade secrets.

Infringement on the proprietary rights of othersildoput us at a competitive disadvantage, and alayad litigation could be time consuming
and costly.

Third parties may claim that we violated their Ifgetual property rights. To the extent of a viaatof a third party's patent or other
intellectual property right, we may be preventemirfroperating our business as planned and may b&eddo pay damages, to obtain a
license, if available, or to use a non-infringingthod, if possible, to accomplish our objectivesy Af these claims, with or without merit,
could result in costly litigation and divert theeattion of key personnel. If such claims are susftgsthey could result in costly judgments



settlements.

We sell a significant portion of our products imationally and purchase important components fromi§n suppliers. These circumstances
create a number of risks.



We sell a significant amount of our products toteoeers outside the United States. Shipments tonatnal customers are expected to
continue to account for a material portion of redes. Risks associated with sales and purchassisletite United States include:

- Fluctuating foreign currency rates could restsales, or increase costs of purchasing, in foretgmtries.

- Foreign governments may impose burdensome tagifstas, taxes, trade barriers or capital flowrie®ns.

- Political and economic instability may reduce @eh for our products or put our foreign assetssét r

- Restrictions on the export or import of technglogay reduce or eliminate the ability to sell inpprchase from certain markets.

- Potentially limited intellectual property protext in certain countries, such as China, may lmaiurse against infringing products or cause
us to refrain from selling in certain geographiciteries.

We cannot provide any assurance that current lameny laws enacted in the future, will not haveaterial adverse effect on our business.

Our operations are subject to laws, rules, requiatiincluding environmental regulations, governhpaticies and other requirements in each
of the jurisdictions in which we conduct businegShanges in laws, rules, regulations, policies quirements could result in the need to
modify our products and could affect the demandiarproducts, which may have an adverse impaciuoriuture operating results. In
addition, we must comply with new regulations riesitrg our ability to include lead and certain atsabstances in our products. If we do not
comply with applicable laws, rules and regulatisrgscould be subject to costs and liabilities andbusiness may be adversely impacted.

Our business could be adversely affected by actuiiireatened terrorist attacks or the relatedhteiged security measures, military actions
and other efforts to combat terrorism.

Our business could be adversely affected by actudlreatened terrorist attacks or the relatedhieiied security measures, military actions
and other efforts to combat terrorism. It is pokestbat terrorist attacks could be directed at irtgoa locations for the gaming industry.
Heightened security measures and other effortertbat terrorism may also have an adverse effetht@gaming industry by reducing
tourism. Any of these developments could also regigtaffect the general economy and consumer denfie. Any downturn in the econo
or in the gaming industry in particular could redwzmand for our products and adversely affecbasmess and results of operations. In
addition, heightened security measures may cautarcgovernments to restrict the import/exporgobds, which may have an adverse el
on our ability to buy/sell goods.

Additional risks and uncertainties not presentlgwn to us or that we currently believe to be immatalso may adversely impact our
business. Should any risks or uncertainties deviekopactual events, these developments could haterial adverse effects on our business,
financial condition, and results of operations.

We assume no obligation (and specifically disclaimy such obligation) to update these Risk Factoeng other forward-looking statements
contained in this Annual Report to reflect actesuits, changes in assumptions or other factoestiify such forward-looking statements,
except as required by law.

ITEM 1B. UNRESOLVED STAFF COMMENTS
Not applicable
ITEM 2. PROPERTIES.

Our corporate headquarters is currently located/alingford, CT. However, in November 2006, we eatkinto a ten-year lease for office
space for a new, approximately 11,000 square fanpiocate headquarters located in Hamden, CT. Weatxp move into our corporate
headquarters on approximately May 1, 2007. Conaotréth the signing of this new lease, we execateadgreement effective May 1, 200°
terminate the lease agreement for our existingaatp headquarters and eastern region servicerdecéted in Wallingford, CT (the
"Release Agreement"). Our global engineering andufaturing center is located in Ithaca, NY. Wealwintain a facility in Las Vegas,
NV that serves as our global gaming and lotterydjgarters and western region service center. Caiegaregion service center is currel
located in our Wallingford, CT facility, howevergvare currently in negotiations for a new facilgigation.

Our principal facilities as of December 31, 2006 ksted below:

Size Owned or Lea se Expiration
Location Operations Conducted (Approx. Sq. Ft.) Leased Date
Wallingford, Connecticut Executive offices and s ervice center 49,000 Leased May 1, 2007
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Hamden, Connecticut Executive offices 11,000 Leased Ap ril 23, 2017
Ithaca, New York Manufacturing facility 74,000 Leased J une 30, 2012

Las Vegas, Nevada Service center and gami ng and lottery 13,700 Leased Jan uary 31, 2010
sales headquarters

Doncaster, United Kingdom Sales office and servic e center 2,800 Leased Au gust 1, 2009

Georgia (2), New York and
Texas Four regional sales off ices 600 Leased Various

We believe that our facilities generally are in damndition, adequately maintained and suitablatfeir present and currently contemplated
uses.

ITEM 3. LEGAL PROCEEDINGS.

On April 28, 2005, we announced that we filed a ptaimt in Connecticut Superior Court against Futogic, Inc. ("FutureLogic") of
Glendale, California. The complaint charges Futogit with disseminating false and misleading statiets, which impugn our business
reputation with the intent of damaging our busin®ge assert claims of defamation, tortious intenfiee with contractual relations, tortious
interference with business expectancy, and vialatiothe Connecticut Unfair Trade Practices Actl aeek an award of compensatory and
punitive damages, attorneys' fees and costs. Hudgre removed this action to the United StatesfiisCourt for the District of Connecticut
and, on June 7, 2005, filed a motion to dismissctains for lack of jurisdiction. On December 708Q0we amended our complaint in the
action pending in the District of Connecticut taladaims that FutureLogic's conduct violated theham Act's bar on false and deceptive
advertising.

On May 20, 2005, FutureLogic filed a complainttie tUnited States District Court for the Centraltbié$ of California against us. The
complaint charges us with false advertising, defeamatrade libel, intentional interference wittoppective economic advantage, common
law unfair competition and statutory unfair competi and seeks an award of compensatory and pard@wnages, attorneys' fees and costs.
On August 3, 2005, FutureLogic amended its complai€alifornia to seek a declaratory judgment thatent No. 6,924,903 issued to us by
the United States Patent and Trademark Office ("B B® August 2, 2005, for our dual-port printertiaology, is invalid, and that
FutureLogic is not infringing our patent. We mouedlismiss FutureLogic's action in California, tve grounds that any claims raised in that
action should have been brought as part of thefdadeby us in the District of Connecticut. In ta#ternative, we moved to stay the Califor
action pending the resolution of jurisdictional ioas in the Connecticut court.

On January 20, 2006, the California District Cdiled an order granting our motion to stay the @aliia proceeding pending the resolution
of jurisdictional motions in the Connecticut casader the California court's order, should the Ganticut court find that it has jurisdiction
over FutureLogic, FutureLogic's case will be transdd to the District of Connecticut for consolidatwith the action pending in that forum.
On September 1, 2006, the District of Connectigsimnissed our case because of a lack of jurisdiclitve decision was not on the merits of
our claims, but on the jurisdiction of the courtwhich the suit was brought. The California Digt@ourt has been notified of this
development. We intend to vigorously defend Transs@@inst FutureLogic's claims, which we believbédéowithout merit. At this stage in t
proceedings we are unable to estimate any potentj@obable liability.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS.
No matters were submitted to a vote of securitgéd during the last quarter of the year coverethisyreport.
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PART Il

ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY, RELA TED STOCKHOLDER MATTERS AND ISSUER
PURCHASES OF EQUITY SECURITIES.

Our common stock is traded on the NASDAQ Global kéaunder the symbol TACT. As of February 28, 2G8@re were 624 holders of
record of the common stock. The high and low spi&es of the common stock reported during eachtguaf the years ended December 31,
2006 and 2005 were as follows:

Year Ended Year Ended
December 31, 2006 December 31, 2 005
High Low High Lo w
First Quarter $9.90 $7.80 $22.19 $9. 90
Second Quarter  14.87 8.95 10.65 6. 71
Third Quarter 11.23 8.49 10.35 6. 95
Fourth Quarter 9.38 7.47 8.70 6. 09

No dividends on common stock have been declaregpgxor a cash dividend paid in lieu of fractioshbres resulting from our th-for-two
stock split in April 2004, and we do not anticipdtlaring dividends in the foreseeable future. @aw credit agreement with TD Banknorth,
NL.A. restricts the payment of cash dividends onammmon stock for the term of the agreem

ISSUER PURCHASES OF EQUITY SECURITIES

On March 25, 2005, the Board of Directors approxetiock repurchase program (“the Stock Repurchaggdn"). Under the Stock
Repurchase Program, we are authorized to repurchese$10 million of our outstanding shares of awon stock from time to time in the
open market over a three year period ending on IM2%; 2008, depending on market conditions, shace pnd other factors.

The following table summarizes repurchases of ounraon stock in the quarter ended December 31, 2006:

Total Number of

Shares
Purchased as  Approximate Dollar
Part of Value of
Total Average Publicly  Shares that May Yet
Number of Price Announced Be
Shares Paid per Plans or  Purchased under the
Period Purchased Share Programs Plans or Programs
October 1, 2006 - October 31, 2006 - $ - $5,281,000
November 1, 2006 - November 30, 2006 126,000 $8.81 126,000 $4,170,000
December 1, 2006 - December 31, 2006 78,000 $8.49 78,000 $3,508,000
Total 204,000 $8.69 204,000
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CORPORATE PERFORMANCE GRAPH

The following graph compares the cumulative totélim on the Company's Common Stock from Decembg?@01 through December 31,
2006, with the CRSP Total Return Index for the Nas8tock Market (U.S.) and the Nasdaq Computer Kéatwrer Stocks Index. The graph
assumes that $100 was invested on December 31,i2@@th of the Company's common stock, the CRS&® Return Index for the Nasdaq
Stock Market (U.S.) and the Nasdaq Computer Marnufac Stocks Index, and that all dividends weravested.

COMPARISON OF CUMULATIVE TOTAL RETURN AMONG
TRANSACT TECHNOLOGIES INCORPORATED COMMON STOCK,
THE CRSP TOTAL RETURN INDEX FOR THE NASDAQ STOCK MA RKET (U.S)),
AND THE NASDAQ COMPUTER MANUFACTURER STOCKS INDEX

(PERFORMANCE GRAPH)

12/31/01 12/ 31/02 12/31/03 12/31/04 12/31/05 12/31/06
TransAct Technologies Incorporated
Common Stock $100.00 $8 6.18 $442.73 $582.55 $215.45 $226.36
CRSP Total Return Index for the
Nasdaq Stock Market (U.S.) $100.00 $6 9.13 $103.36 $112.49 $114.88 $126.23
Nasdag Computer Manufacturer
Stocks Index $100.00 $6 6.27 $92.18 $120.53 $123.33 $126.30
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ITEM 6. SELECTED CONSOLIDATED FINANCIAL DATA (INTH OUSANDS, EXCEPT PER SHARE AMOUNTS)

The following is summarized from our audited fineatatements of the past five years:

Year
2006 2005
Consolidated Statement of
Operations Data:
Net sales $64,328 $51,091
Gross profit 22,365 15,590
Operating expenses 16,277 15,366
Operating income (loss) 6,088 224
Net income (loss) 3,916 377
Net income (loss) available
to common shareholders 3,916 377
Net income (loss) per share:
Basic 0.41 0.04
Diluted 0.40 0.04
2006 2005
Balance Sheet Data:
Total assets $33,706 $29,332
Working capital 16,438 15,375

Long-term debt, excluding

current portion - -
Redeemable convertible

preferred stock -- -
Shareholders' equity 24,290 21,257

Ended December 31,

2004 2003(1) 2002(1)

$59,847 $52,008 $39,461
22,042 15543 10,216
13,591 12,855 11,200
8,451 2,688  (984)
5458 1,528  (692)

5236 1,087 (1,050)

055 013 (0.12)
051 012 (0.12)

December 31,

2004 2003 2002

$34,099 $26,361 $22,030
20,511 11,787 8,798

- 330 2,791

- 3,902 3,824
23,715 10,347 6,545

(1) Net income (loss) per share amounts have lestated to reflect a three-ftwo stock split effected in the form of a stockidend in April

2004.



ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS.
This discussion should be read in conjunction whth Consolidated Financial Statements and notestthe
FORWARD LOOKING STATEMENTS

Certain statements included in this report, inalgdivithout limitation statements in this ManagenebBiscussion and Analysis of Financial
Condition and Results of Operations, which arehistorical facts are "forward-looking statementsthim the meaning of Section 27A of the
Securities Act of 1933, as amended, and Sectiona21lie Securities Exchange Act of 1934, as amengeavard-looking statements
generally can be identified by the use of forwardking terminology, such as "may", "will", "expectintend”, "estimate", "anticipate”,
"believe”, "project” or "continue" or the negatitreereof or other similar words. All forwaldeking statements involve risks and uncertain
including, but not limited to those listed in ItelA of this Annual Report. Actual results may diffaaterially from those discussed in, or
implied by, the forward-looking statements. Theafard-looking statements speak only as of the datiei®report and we assume no duty to

update them to reflect new, changing or unantiegp@vents or circumstances.
OVERVIEW

The year 2006 was a successful and much improvadfge TransAct as compared to 2005. During 2006 nvarked our tenth year as a
publicly traded company by achieving a record lefedales. We also shipped a record 186,000 psimtering 2006, led by our top-selling
Epic 950(R) casino printer. In addition to our ficéal success, some of our other key accomplisherfen2006 include the following:

- Extending our sales contract through 2012 witiEGH for the purchase of our lottery printers

- Extending our strategic sales alliance througb92®ith Eurocoin, one of Europe's leading suppléproducts for the amusement and
gaming industries, to sell our gaming and casimatgrs in Europe and Africa

- Receiving three new patents, including anothgrgaent in connection with dual port technology

- Partnering with Merley Paper Converters Ltd., thK.'s largest independent manufacturer of reqadyter rolls, for exclusive U.S.
distribution rights for thermal receipt paper thas true full color images printed on the fronback under our newly-created POWEROLL
(TM) brand

- Signing an agreement with a leading nationakefSupply chain to supply inkjet cartridges withexpected annual sales value of $1.4
million

We continue to focus on sales growth in our twaeaoarkets, POS and banking and gaming and lotexyjn our TransAct Services Group,
to drive increased profitability. During 2006, dotal net sales increased by 26% to approximat@y328,000. See the table below for a
breakdown of our sales by market.

Change
Year ended Y earended = --------------
(In thousands) December 31, 2006 Decem ber 31,2005 $ %
POS and banking $16,858 26.2% $16, 410 32.1% $ 448 2.7%
Gaming and lottery 34,677 53.9% 23, 634 46.3% 11,043 46.7%
TransAct Services Group 12,793 19.9% 11, 047 21.6% 1,746 15.8%
Total net sales $64,328 100.0% $51, 091 100.0% $13,237 25.9%

We experienced an increase of approximately 3%lessof POS and banking printers in 2006. Althowghexperienced increases in sales of
our line of thermal printers and our Bankjet(R)npers to existing banking customers, these incecasee largely offset by lower sales of our
legacy line of POS impact printers, as these msndee being replaced by our newer thermal aneinijnters. Our sales into the POS and
banking market over the last several years have inegacted by a market shift in technology from @opprinting to thermal and inkjet
printing. This change in technology has resulteddnlining sales of our impact printers that werbigher average selling prices and
increasing sales of our thermal and inkjet printbas are at lower average selling prices. Althoaghunit sales volume has increased over
the last several years, the revenue generatedtfrose sales have not increased to the same exteribdower average selling prices of
thermal and inkjet printers as compared to impé&oters. In fact, since 1996, unit sales of albaf printers, including POS and banking
printers, have more than doubled, while averagamgadrices of these printers have declined by appnately 38%. We expect sales of leg
impact printers to continue to decline. In 2007,pan to focus a substantial portion of our engimgeand product development resources on
continuing to expand our portfolio of POS printaféith the global POS printer market of approxima®800 million, we have many
opportunities for market share gains, primarilyotigh increasing and enhancing our product portfalicreasing geographic coverage, and
growing our customer base.

Our focus in the gaming and lottery market is-fold. On the lottery side, we continue to hold adimg position based on our lc-term



purchase agreement with GTECH Corporation ("GTECHIUy largest customer and the world's
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largest provider of lottery terminals, with appnmeitely a 70% market share. GTECH has been ourrmoestsince 1995, and we continue to
maintain a good relationship with them. In factridg 2006, we extended our contract with GTECH tigto 2012. Currently, we fulfill
substantially all of GTECH's printer requiremeruds Ibttery terminal installations and upgrades waitle. During 2006, we experienced st
sales growth from GTECH, with total printer salesreasing by approximately $4,499,000, or 65%, @megbto 2005. However, our sales to
GTECH each year are directly dependent on the graimd number of new and upgraded lottery termimgthilations GTECH performs. Our
sales to GTECH are not indicative of GTECH's oudrasiness or revenue.

On the gaming side, our focus lies primarily inglypng printers for use in slot machines at casiand racetracks, as well as in other gaming
devices that print tickets, primarily in the Unit8thtes, Europe and Australia, as well as in thergimg Asian market, including Macau.
During 2006, our domestic gaming printer salesaased by 42% from 2005, as we gained market shdhe iU.S. casino market due to (1)
our strategic alliance agreement with JCM AmeriCamporation, the worldwide leading bill acceptongmany, to sell our casino printers, (2)
increased sales to IGT, the world's largest slathime manufacturer, and (3) expanded acceptanserafew Epic 950(R) thermal casino
printer. With the success of our Epic 950(R) thdracaaino printer, and our expanding portfolio ofgrded technology on this printer,
including dual port technology, we believe we ardl\positioned to continue to expand our marketeslimthe North American slot machine
market, which now stands at over 850,000 slot nmshiln the international gaming market, we expeee our third consecutive record si
year in 2006, as our international gaming salesesmed by 34% to $8.4 million, largely due to sglesvth from the Australian market. V
expect continued strength from gaming sales intemmally during 2007, as markets such as Europsatralia and Asia (including Macau)
continue to adopt and/or expand ticket printingdlot machines and other gaming machines, andrasesuline of Epic printers launched in
2005 for the off-premise gaming market begin teethkld.

Our TransAct Services Group ("TSG"), which sells/age, replacement parts and consumable produmtkiding receipt paper, ribbons and
inkjet cartridges, continues to offer a substargialwth opportunity and recurring revenue streamTfansAct. Even with declining sales of
replacement parts for legacy impact printers asr$imlled base of these printers in the markelinesx,; TSG revenue reached a record
$12,793,000 or 20% of net sales in 2006, reprasgmtn increase of 16% from 2005. During 2006, alesbenefited from increased sales
from our maintenance services, including extendadamty contracts and our innovative 24-hour guaethreplacement product service
called TransAct Xpress(SM). In addition, our sdlesefited from higher inkjet cartridge sales inahgdincremental sales resulting from the
signing of an agreement with a leading nationdatefSupply chain to supply inkjet cartridges. Dgr006, we also partnered with Merley
Paper Converters Ltd., the U.K.'s largest indepenafenufacturer of receipt paper rolls, to distrébexclusively in the U.S. specialized
thermal receipt paper that will have true full aalmages printed on the front or back. This recpagter, that we will market under our newly-
created POWEROLL(TM) brand, will allow users thdliapto leverage the receipt for branding and nadithg purposes, while also helping
reduce copied receipt fraud. We remain focusedomtirtuing to grow the lucrative TSG in 2007 andestthese initiatives to contribute to
our growth.

Operationally, our gross margin and operating nmasgiowed marked improvement during 2006, refledfirginvestment we made in the
growth elements of our business during 2005. Du2@@6, our gross margin improved to 34.8% comp&re3D.5% in 2005, and our
operating margin also improved to 9.5% compargdsb0.4% in 2005.

Overall, we reported net income of $3.9 million a#inings per share (diluted) of $0.40 per shar2@06. We also generated sufficient cash
during 2006 to fund $2.9 million of capital expetdes, repurchase $2.6 million of our common si@gproximately 3% of our common
stock outstanding) and finish the year with $3.4iam of cash and no debt on our balance sheef Becember 31, 2006.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

Our discussion and analysis of our financial caaditind results of operations are based upon mgddiolated financial statements, which
have been prepared by us in accordance with adogupttinciples generally accepted in the Unitede&dtaf America. These principles reqr
the use of estimates, judgments and assumptioch. &timates and judgments are based upon hidtexigarience and certain assumptions
that are believed to be reasonable in the parti@ideumstances. Those judgments affect both balaheet items and income statement
categories. Our estimates include those relateelvienue recognition, allowance for doubtful acceuimnventory obsolescence, the valuation
of deferred tax assets and liabilities, goodwilpairment, warranty obligations, restructuring aatsushare-based compensation and
contingent liabilities. We evaluate our assumptionsan ongoing basis by comparing actual resuliis @ur estimates. Actual results may
differ from the original estimates. The followingcaunting policies are those that we believe tabet critical in the preparation of our
financial statements.
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REVENUE RECOGNITION - Our typical contracts incluthee sale of printers, which are sometimes accorefdary separately-priced
extended warranty contracts. We also sell spaits,gansumables, and other repair services (soregtarsuant to multi-year product
maintenance contracts), which are not includethénariginal printer sale and are ordered by théotnsr as needed. We recognize revenue
pursuant to the guidance within SAB 104, "Revenaedgnition." Specifically, revenue is recognizecewlevidence of an arrangement ex
delivery (based on shipping terms which are geheFB shipping point) has occurred, the sellinggis fixed and determinable, and
collectibility is reasonably assured. We provideda estimate of product returns and price pratedbased on historical experience at the
time of revenue recognition.

Revenue related to extended warranty and produicitem@ance contracts is recognized pursuant to FA&Hnical Bulletin 90-1 ("FTB 90-
1"), "Accounting for Separately Priced Extended ¥&aty and Product Maintenance Contracts." PursiaalfiTB 90-1, revenue related to
separately priced product maintenance contracisfesred and recognized over the term of the maamtee period. We record deferred
revenue for amounts received from customers fonteaance contracts prior to the maintenance period.

Our customers have the right to return productsdbanot function properly within a limited timetef delivery. We monitor and track prod
returns and record a provision for the estimategréureturns based on historical experience. Rethawve historically been within
expectations and the provisions established, butameot guarantee that we will continue to expeearturn rates consistent with historical
patterns.

We offer some of our customer's price protectioaragcentive to carry inventory of our producte$h price protection plans provide that if
we lower prices, we will credit them for the pridecrease on inventory they hold. Our customers#yipicarry limited amounts of inventory,
and we infrequently lower prices on current produfis a result, the amounts paid under these plaves not been material. However, we
cannot guarantee that this minimal level will cang.

We charge our customers for shipping and handimgices. The amounts billed to customers are recbad revenue when the product ships.
Any costs incurred related to these services aleded in cost of sales.

ACCOUNTS RECEIVABLE - We have standardized credérging and review policies and procedures focaditomer accounts, including:
credit reviews of all new customer accounts; ongairedit evaluations of current customers; creniité and payment terms based on
available credit information; and adjustments tddrlimits based upon payment history and theasust's current creditworthiness. We also
provide an estimate of doubtful accounts basedistorital experience and specific customer coltetissues. Our allowance for doubtful
accounts as of December 31, 2006 was $204,0008% af outstanding accounts receivable, which veéifeappropriate considering the
overall quality of our accounts receivable. Whitedit losses have historically been within expéctet and the reserves established, we
cannot guarantee that our credit loss experieniteavitinue to be consistent with historical expage. As of December 31, 2006, we had
accounts receivable balances due from three cussomfi@pproximately 14%, 14% and 10%, respectivefiyhe total balance due, and no
other customer accounts receivable balance exced#édAs of December 31, 2005, we had accountsvade balances due from one
customer of 19% of the total balance due, and heratustomer accounts receivable balance exceé¥%d 1

INVENTORY - Our inventories are valued at the lowéicost or market. We assess market value basédstorical usage and estimates of
future demand. Assumptions are reviewed at leastteily and adjustments are made, as necessasf]dot changing market conditions.
Should circumstances change and we determinedditanal inventory is subject to obsolescence jtamtthl write-downs of inventory could
result in a charge to income. As of December 30620ur net inventory included a reserve of $1,0800, or 20.1% of gross inventory, to
write inventory down to lower of cost or market.

GOODWILL - We test the impairment of goodwill eagiar or more frequently if events or changes iourirstances indicate that the
carrying value may not be recoverable. We completedast assessment as of December 31, 2006.r8actosidered that may trigger an
impairment review are: significant underperformarelative to expected historical or projected fataperating results; significant changes in
the manner of use of acquired assets or the syré&teghe overall business; significant negativeustry or economic trends; and significant
decline in market capitalization relative to nebhwalue. Goodwill amounted to $1,469,000 at Decem®i, 2006 and we have determined
that no goodwill impairment has occurred.

INCOME TAXES - In preparing our consolidated fingalstatements, we are required to estimate indaxes in each of the jurisdictions in
which we operate. This involves estimating the alcturrent tax exposure together with assessingaeany differences between the tax basis
of certain assets and liabilities and their regbemounts in the financial statements, as wella®perating losses, tax credits and other
carryforwards. These differences result in defeteedassets
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and liabilities, which are included within our cofidated balance sheets. We then assess the tbkelithat the deferred tax assets will be
realized from future taxable income, and to theeixthat we believe that realization is not likelie establish a valuation allowance.

Significant judgment is required in determining ghrevision for income taxes and, in particular, &ajuation allowance or tax reserves with
respect to our deferred tax assets and uncertajotgitions. On a quarterly basis, we evaluatedleverability of our deferred tax assets
based upon historical results and forecasted taxabbme over future years, and match this foremgainst the basis differences, deductions
available in future years and the limitations akalfor net operating loss and tax credit carryfodsao ensure that there is adequate support
for the realization of the deferred tax assets.l®Mive have considered future taxable income andiaggrudent and feasible tax planning
strategies in assessing the need for a valuatiowahce or tax reserve, in the event we were terdehe that we would not be able to realize
all or part of our deferred tax assets in the fitan adjustment to the valuation allowance oreéarrves would be charged as a reduction to
income in the period such determination was madewise, should we determine that we would be &blealize future deferred tax assets
in excess of its net recorded amount, an adjusttoghe valuation allowance or tax reserves wontiidase net income in the period such
determination was made.

In July 2006, the FASB issued FIN 48, "Accounting /ncertainty in Income Taxes", which will be effiee the first quarter of 2007. Based
on the "more-likely-than-not" standard under FIN W@ expect that this guidance may impact the Carylpaecognition of tax benefits
related to uncertain tax positions. However, thenany has not yet finalized its assessment of BN 4

As of December 31, 2006, we recorded a net defeaedsset of approximately $2,709,000, net oflaateon allowance of $64,000, and a
reserve of $333,000, primarily on portions of certax credits. We will need to recognize approxieha$6.8 million in future taxable incor
in order to realize all of our deferred tax ass¢t®ecember 31, 2006. Based on our projectiontaféutaxable income, no additional valua
allowance is considered necessary. Should circurostachange and we determine that some or alealéferred taxes would not be realiz
a valuation allowance would be recorded, resuliing charge to income in the period such deterntnas made.

RESTRUCTURING - In February 2001, we announcedgtarestablish a global engineering and manufaxjwéenter at our Ithaca, NY
facility. As part of this strategic decision, wed@ntook a plan to consolidate all manufacturing engineering into our existing Ithaca, NY
facility and close our Wallingford, CT manufactugifacility (the "Consolidation™). As of December,2001, we successfully transferred
substantially all our Wallingford operations todtta, NY, with the exception of our Corporate headltgus and a service center that remains
in Connecticut. The closing of the Wallingford méamiuring facility resulted in the related termioat of employment of approximately 70
production, administrative and management employees

In connection with the Consolidation of manufaatgrfacilities in 2001, we recorded significant aids. Through December 31, 2006, we
have recognized approximately $5.5 million of exg@nassociated with the Consolidation, includingssnce pay, stay bonuses, employee
benefits, moving expenses, non-cancelable leasagratg, and other costs. Management has made rédsasiimates of such costs and
expenses. During November 2006, we executed aemagrm, effective May 1, 2007, to terminate thedemgreement for our Wallingford, (
facility. As a result, we changed our estimatehef testructuring accrual and reversed approxim&€h,000 of restructuring expenses in
2006. We do not expect to incur any additionalrtestiring expenses related to the Consolidation.

WARRANTY - We generally warrant our products for up to 24 therand record the estimated cost of such prodanianties at the time tl
sale is recorded. Estimated warranty costs aredbgsen actual past experience of product repanistaa related estimated cost of labor and
material to make the necessary repairs. If actuaré product repair rates or the actual costsaienal and labor differ from the estimates,
adjustments to the accrued warranty liability agldted warranty expense would be made.

CONTINGENCIES - We record an estimated liabilitjated to contingencies based on our estimatesegbbbable outcomes pursuant to
FAS 5. On a quarterly basis, we assess the pdté&abdity related to pending litigation, auditsié other contingencies and confirm or revise
estimates and reserves as appropriate. If theldichbgities are settled in an amount greater tHzose recorded on the balance sheet, a chang
to income would be recorded.

SHARE-BASED COMPENSATION - We calculate share-baseahpensation expense in accordance with SFAS )23%Rare-Based
Payment (as amended)" using the Black-Scholesmypticing model to calculate the fair value of shiased awards. The key assumptions
for this valuation method include the expected tefran option grant, and the stock price volatjlitgk-free interest rate, dividend yield, and
forfeiture rate. The determination of these assionptis based on
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past history and future expectations, and is stiltpea high level of judgment. To the extent anyhaf assumptions were to change from year
to year, the fair value of new option grants masy\sgnificantly.

(A) RESULTS OF OPERATIONS
() YEAR ENDED DECEMBER 31, 2006 COMPARED TO YEARNIPED DECEMBER 31, 2005

NET SALES. Net sales, which include printer saled sales of spare parts, consumables and repaicesgrby market for the years enc
December 31, 2006 and 2005 were as follows:

Change

Year ended Year ended = -----------ee-
(In thousands) December 31, 2006 Dec ember 31,2005 $ %
Point of sale and banking $16,858 26.2% $1 6,410 32.1% $ 448 2.7%
Gaming and lottery 34,677 53.9% 2 3,634 46.3% 11,043 46.7%
TransAct Services Group 12,793 19.9% 1 1,047 21.6% 1,746 15.8%

$64,328 100.0% $5 1,091 100.0% $13,237 25.9%
International* $14,138 22.0% $1 2,318 24.1% $1,820 14.8%

* International sales do not include sales of gristmade to domestic distributors or other domesistomers who in turn ship those printers
to international destinations.

Net sales for 2006 increased $13,237,000, or 263~ 2005 due to significantly higher printer shiprteeinto our gaming and lottery mark
as well as increased sales from our TransAct Sesv@roup and a slight increase in printer shipmietdsour POS and banking market.
Overall, international sales increased by $1,82M,00 15%, due largely to higher international sigmts of our gaming printers, primarily to
Australia, somewhat offset by lower POS printepstents through our international distributors.

Point of sale and banking: Revenue from the POSbhanéting market includes sales of inkjet, thernmal empact printers used primarily by
retailers in the hospitality, restaurant (includfirge dining, casual dining and fast food) and sgécretail industries to print receipts for
consumers, validate checks, or print on other tadanedia. Revenue from this market also includésssof printers used by banks, credit
unions and other financial institutions to printéor validate receipts at bank teller stationseSalf our POS and banking printers worldwide
increased approximately $448,000, or 3%, from 2005.

Change

Year ended Yearended e

(In thousands) December 31, 2006 December 31, 2 005 $ %
Domestic $15,410 91.4% $14,188 86 5% $1,222 8.6%
International 1,448 8.6% 2,222 13 5% (774) (34.8%)
$16,858 100.0% $16,410 100 0% $ 448 2.7%

Domestic POS and banking printer sales increas&d3g110,000, representing a $1,222,000, or 9%ease from 2005, due primarily to
higher sales of (1) our line of thermal printerslimding our new thermal printer launched in 2008lesively for POS distributors and (2) our
Bankjet(R) line of inkjet printers to existing ban§ customers. Although we are currently pursuiddi#onal banking opportunities, due to
the project-oriented nature of these sales, weatgmedict if and when future sales may occur. €hasreases were offset by lower sales of
our legacy line of POS impact printers, as expeaedhese printers are being replaced by our néheemal and inkjet printers. Our sales i
the POS and banking market over the last seveaabyeave been impacted by a shift in technologhiérmarket from impact printing
technology to thermal and inkjet printing techngloghis change in technology has resulted in dadisales of our impact printers that were
at higher average selling prices and increasingssafl our thermal and inkjet printers that areatdr average selling prices. And, although
our unit sales volume has increased over the éagtral years, the revenue generated from thosg sale not increased to the same extent
due to lower average selling prices of thermal iakgkt printers as compared to impact printers.

International POS and banking printer sales deeckbg approximately $774,000, or 35%, due primddljower sales of our legacy impact
printers to our international POS distributors ir@pe and Latin America, somewhat offset by higtades of our iTHERM(R) 280 thermal
printer to our distributors in Latin America.
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Gaming and lottery: Revenue from the gaming aneptmarket includes sales of printers used inrslathines, video lottery terminals
("VLTs") and other gaming machines that print tickimstead of issuing coins ("ticket-in, ticket-bat "TITO") at casinos, racetracks
("racinos") and other gaming venues worldwide. Rexefrom this market also includes sales of lotmigters to GTECH, the world's large
provider of lottery terminals, for various lotteapplications. Sales of our gaming and lottery prisiincreased by $11,043,000, or 47%, from
2005, primarily due to an increase in sales ofgboirmachine and other gaming printers, both doicakt and internationally, as well as
higher sales of lottery printers to GTECH.

Change

Year ended Yearended e

(In thousands) December 31, 2006 December 31, 2 005 $ %
Domestic $25,198 72.7% $16,271 68 8% $8,927 54.9%
International 9,479 273% 7,363 31 2% 2,116 28.7%
$34,677 100.0% $23,634 100 .0% $11,043 46.7%

Domestic sales of our gaming and lottery printecseased by $8,927,000, or 55%, from 2005 due llatgea significant increase in both
sales of lottery printers to GTECH and thermal magirinters. Lottery printer sales to GTECH (exahgdany international sales), which
include thermal on-line lottery and other lottenngers, increased by approximately $4,512,000, 786, in 2006 compared to 2005. Our sales
to GTECH are directly dependent on the timing anchber of new and upgraded lottery terminal instialtes GTECH performs, and as a
result, may fluctuate significantly between quartend years. Our sales to GTECH are not indicativéTECH's overall business or revenue.

Domestic gaming printer sales increased by appratdiy $4,415,000 driven primarily by increased neadhare as we continue to benefit
from our sales relationship with JCM American Cagtimn.

International gaming and lottery printer sales éased by approximately $2,116,000, or 29%, to $900D in 2006 compared to 2005. Such
sales represented 27% and 31% of total sales imtgaming and lottery market during 2006 and 2088pectively. This increase was led
primarily by continued growth in international gamgiprinter sales, primarily in Australia and Asaa,these international markets continue to
expand ticket printing in slot machines and ottenigng machines. In addition, we experienced higfaening printer sales in Canada, and
slightly lower international lottery printer salesGTECH.

TransAct Services Group: Revenue from TSG incleddss of consumable products (inkjet cartridgédans and receipt paper), replacen
parts, maintenance and repair services, refurbiphiaters and shipping and handling charges. $nldsSG increased by approximately
$1,746,000, or 16%.

Change

Year ended Yearended  eememeeeeeee-

(In thousands) December 31, 2006 December 31, 2 005 % %
Domestic $9,582 74.9% $8,314 75 3% $1,268 15.3%
International 3,211 25.1% 2,733 24 7% 478 17.5%
$12,793 100.0% $11,047 100 .0% $1,746 15.8%

Domestic TSG revenue increased by approximate 8681000 or 15%, to $9,582,000 due to revenue g@tefeom service contracts, as well
as increased sales of refurbished printers anduooaisle products. These increases were somewhat bffs decline in the sale of
replacement parts for certain legacy impact printas the installed base of these legacy primtettsei market declines. International TSG
sales increased by approximately $478,000, or 18%3,211,000, due largely to an increase in maamee and repair services revenue, as
well as increased sales of consumable products.

The primary operations of our United Kingdom sulzsigl a European sales and service center, relatevenue generated from a service
contract from a single customer in the United Kiogd The contract has a termination date of May 200& do not expect that such contract
will be renewed at the same volume of activitylasprevious contract. We are currently evaluativegitnpact that this may have on our
financial results.

GROSS PROFIT. Gross profit is measured as reverasecost of goods sold. Cost of goods sold inclpdesarily the cost of all raw
materials and component parts, direct labor, aad#isociated manufacturing overhead expenses. ghaftsncreased by $6,775,000, or
43%, to $22,365,000, and gross margin increas8d.&8% from 30.5% due primarily to a higher volunfisales and a more favorable sales
mix in 2006 compared to 2005, as well as lower pobdosts resulting from increased sourcing of comemts for our printers in Asia. In
addition, gross profit for 2005 was negatively irojeal
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by a charge of $600,000, or 1.2% of net salesta@l the write-down of inventory and accrualdstimated settlement/cancellation
payments for non-cancelable purchase orders ftainezxcess inventory components related primaoilpur Model 850 casino ticket printer.
The charge was largely the result of the fastan thavected acceptance of our new Epic 950(R) cadmiket printer, which replaces our Mo
850 casino ticket printer.

ENGINEERING AND PRODUCT DEVELOPMENT. Engineeringggigh and product development expenses primarlyde salary and
payroll related expenses for our engineering stefifreciation and design expenses (including prp&oprinter expenses, outside design and
testing services and supplies). Such expensesasieby $98,000, or 4%, to $2,824,000, from 2006eamcurred higher expenses related to
increased engineering staffing and other emplogegpensation expenses and product development eegegiated to our new line of off-
premise gaming printers, which were largely offsgta decrease in costs associated with Interndti@ame Technology's ("IGT") integration
and attainment of jurisdictional approvals for &ic 950(R) thermal casino printer on all of IG3lst platforms worldwide (the "IGT
Integration™). We incurred approximately $150,000@T Integration costs in 2005 that did not recu2006. Engineering and product
development expenses decreased as a percentagfesafes to 4.4% from 5.3%, primarily due to higseles volume in 2006 compared to
2005.

SELLING AND MARKETING. Selling and marketing expesssprimarily include salaries and payroll relatggesmses for our sales and
marketing staff, sales commissions, travel experesgenses associated with the lease of salegsffadvertising, trade show expenses and
other promotional marketing expenses. Selling aatketing expenses increased by $573,000, or 9%6,892,000, as we incurred the full
year effect in 2006 of expenses related to thetimddf new corporate marketing staff, and newsataff for our three strategic sales ur
including those for our service centers in Las \&e@/ and Wallingford, CT, made throughout 2005. &ll&o incurred increased expenses
related to demonstration printers and the redesfigur website that we raunched in August 2006. These increases were shataffset by
decreased travel, trade show, advertising, congudtnd other promotional marketing expenses cordpaith 2005. Selling and marketing
expenses decreased as a percentage of net sa®g% from 12.4%, due primarily to higher saleamaé in proportion to a higher level of
expenses in 2006 compared to 2005.

GENERAL AND ADMINISTRATIVE. General and administiaé expenses primarily include: salaries and payetdted expenses for our
executive, accounting, human resource and infoonadchnology staff, expenses for our corporateldpearters, professional and legal
expenses, telecommunication expenses, and othengag related to being a publicly-traded compaeyne@l and administrative expenses
increased by $719,000, or 11%, due primarily tatlig)full year effect in 2006 of compensation rethéxpenses associated with the reloci
of our accounting department from Ithaca, NY to Mdgford, CT during 2005, (2) expenses associatitd the Company's Oracle
implementation including data conversion expentesporary help, travel and compensation relateéresgs, (3) approximately $220,000 of
legal and consulting services related to a potkatiquisition that was not consummated, (4) higheentive compensation expenses based or
the Company's improved performance in 2006 anthBpased telecommunications expenses associatiedhsiimplementation of our new
company-wide phone system. These increases weiallyarffset by lower travel expenses and a deseda recruiting costs incurred during
2005 related to the relocation of our accountingaattnent and the increased staffing of the TSGssaié that did not recur in 2006. General
and administrative expenses decreased as a pageaftaet sales to 10.9% from 12.4%, due primaailincreased sales in proportion to
higher expenses in 2006 as compared to 2005.

BUSINESS CONSOLIDATION AND RESTRUCTURING. Duringdtourth quarter of 2006, we executed an agreereéfettive May 1,
2007, to terminate the lease agreement for outiegisorporate headquarters and eastern regioiceargnter facility located in Wallingford,
CT (the "Release Agreement"). Prior to the executibthe Release Agreement, we accrued for theirgénganon-cancelable lease payments
and other related costs for this facility throubh expiration date of the lease (March 31, 2008)aAesult of the Release Agreement and the
early termination of the old lease, we were relddsam the legal obligation for lease paymentsraffay 1, 2007 and, accordingly, we
reversed $479,000 of previously accrued expenssgdeto the Consolidation in the fourth quarte006. As of December 31, 2006, we
have provided for the estimated remaining non-dabbe lease payments and other related costs iofatility through the new termination
date of the lease (May 1, 2007).

We do not expect to incur any further restructuemngenses or to adjust our restructuring accruad. réstructuring accrual balance will be
reduced to zero as of May 1, 2007.

OPERATING INCOME. During 2006, we reported opergtincome of $6,088,000, or 9.5% of net sales, caoathto $224,000, or 0.4% of
net sales, in 2005. The substantial increase irperating income and operating margin was duehaitg the operating leverage we
experienced in 2006 resulting from higher salesgmods profit, somewhat offset by higher operagérgenses, compared to that of 2005.
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INTEREST. We recorded net interest income of $10@ & 2006 compared to net interest income of ¥XBjA 2005. Even though our
average cash balance was lower in 2006 compar2@d® due largely to the repurchase of common stoder our stock repurchase progr
our net interest income still increased as we suibistily improved our overall rate of return on awested cash balance. See "Liquidity and
Capital Resources" below for more information.

OTHER EXPENSE. We recorded other expense of $189/02006 due primarily to transaction exchangedssecorded by our UK
subsidiary in 2006 due to the weakening of the ddlar against the British pound. We recorded otheome of $32,000 in 2005 due
primarily to transaction exchange gains due tosthengthening of the U.S. dollar against the Bripsund in 2005.

INCOME TAXES. We recorded an income tax provisidi$,117,000, at an effective rate of 35.1% du2606 compared to an income tax
benefit of $48,000, at an effective rate of (14.6862005. During 2005, we recorded an income taxelie as compared to an income tax
provision in 2006, as we recognized certain digctax benefits and tax credits and reversed ceradiration allowances during 2005,
combined with an unusually low level of income beftaxes.

NET INCOME. We reported net income in 2006 of $8,900, or $0.40 per diluted share compared tomuetne of $377,000, or $0.04
diluted share in 2005.

(1) YEAR ENDED DECEMBER 31, 2005 COMPARED TO YEARNDED DECEMBER 31, 2004

NET SALES. Net sales, which include printer saled sales of spare parts, consumables and repuaicagrby market for the years enc
December 31, 2005 and 2004 were as follows:

Change

Year ended Year ended = ---------m-eeee-
(In thousands) December 31, 2005 Dec ember 31, 2004  $ %
Point of sale and banking $16,410 32.1% $1 7,659 29.5% $(1,249) (7.1%)
Gaming and lottery 23,634 46.3% 3 1,937 53.4% (8,303) (26.0%)
TransAct Services Group 11,047 21.6% 1 0,251 17.1% 796 7.8%

$51,091 100.0% $5 9,847 100.0% $(8,756) (14.6%)
International $12,318 24.1% $ 6,423 10.7% $5,895 91.8%

* International sales do not include sales of gristmade to domestic distributors or other domesistomers who in turn ship those printers
to international destinations.

Net sales for 2005 decreased $8,756,000, or 15, 2004 due to significantly lower printer shipmeimto our gaming and lottery mark
as well as lower printer shipments into our POS lzantking market. However, sales from our Trans/As¥Bes Group increased by
$796,000, or 8%, from 2004, as our installed bdg®ioters grows and as we continue to aggressipetgue these aftenarket sales. Overe
international sales almost doubled to $12,318,808,largely to higher international shipments af gaming printers, primarily to Europe
and Australia, as well as international shipmefiisttery printers to GTECH.

Point of sale and banking: Sales of our POS and#libgmrinters worldwide decreased approximatel\28%,000, or 7%, from 2004.

Change
Year ended Year ended = ---------------
(In thousands) December 31, 2005 Dec ember 31,2004 $ %
Domestic $14,188 86.5% $1 5734 89.1% $(1,546) (9.8%)
International 2,222 13.5% 1,925 10.9% 297 15.4%
$16,410 100.0% $1 7,659 100.0% $(1,249) (7.1%)

Domestic POS and banking printer sales decreaset4d 88,000, or 10%, due largely to significafthwer shipments of our BANKjet(R)
line of inkjet printers in 2005 as compared to 2004 experienced this decrease due to the projeatted nature of banking printer sales.
During 2004, we shipped banking printers to two-tiep financial services companies. However, du@20§5, we shipped banking printers
primarily to only one top-tier financial servicesnapany. The decrease in banking printer sales ligggtlg offset by increasing sales of our
POS printers, primarily our iTHERM(R)
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280 thermal printer and our new line of printerslagively for POS distributors. Excluding bankingnpers, sales of our POS printers

increased by 2% in 2005 compared to 2004.

International POS and banking printer sales inaedxy approximately $297,000, or 15%, due primadlfigher sales through our growing
network of international POS distributors in Eur@uel Latin America, somewhat offset by lower sédegistributors in the Pacific Rim.

Gaming and lottery: Revenue from the gaming antgtgtmarket includes sales of printers used inmslathines, video lottery terminals
("VLTs") and other gaming machines that print ticknstead of issuing coins ("ticket-in, ticket-bat "TITO") at casinos, racetracks
("racinos") and other gaming venues worldwide. Rexefrom this market also includes sales of lotmigters to GTECH, the world's large
provider of lottery terminals, for various lotteapplications. Sales of our gaming and lottery prsidecreased by $8,303,000, or 26%, from
2004, primarily due to a decrease in sales ofrakthine printers in North America, as well as arelase in sales of lottery printers to
GTECH. This decrease was patrtially offset by sigaiftly higher sales of our slot machine and ogamning printers in Europe and Australia.

Year ended
(In thousands) December 31, 2005 Dec
Domestic $16,271 68.8% $2
International 7,363 31.2%

Year ended = ---------m-eeee-
ember 31,2004 $ %
9,692 93.0% $(13,421) (45.2%)
2,245 7.0% 5,118 228.0%

1,937 100.0% $ (8,303) (26.0%)

Domestic sales of our gaming and lottery printesslided by $13,421,000, or 45%, from 2004. Duéh&odontinued decline in slot machine
sales into the domestic casino market, includimgetiiects of Hurricane Katrina, lower capital spagdiue to mergers of major casino
operators, and the loss of revenue from a largensahine manufacturer as it depletes a large ovgmposition, we experienced significan
lower sales of our TITO casino printers throughidatth America during 2005.

Printer sales to GTECH Corporation (a worldwidedot terminal provider and major customer), whistliide impact and thermal on-line
lottery printers, decreased by approximately $1,083, or 14%, in 2005 compared to 2004. This deereeas largely due to shipments of
legacy impact printers to GTECH in 2004 that did meur in 2005.

International gaming and lottery printer sales ntbe tripled to $7,363,000 in 2005 compared tod2@&uch sales represented 31% and 7%
of total sales into our gaming and lottery markatrg 2005 and 2004, respectively. We experienced/th in both international gaming and
lottery printer sales in 2005 as markets in Eurape Australia continue to adopt and roll out tigkenting in slot machines and other
gaming/amusement machines, and GTECH installsatt@ry printers in its international markets.

TransAct Services Group: Revenue from TSG incleddss of consumable products (inkjet cartridgédans and receipt paper), replacen
parts, maintenance and repair services, refurbiphiaters and shipping and handling charges. $BI€ESG increased by approximately
$796,000, or 8%.

Change
Year ended Year ended = ------------
(In thousands) December 31, 2005 Dec ember 31,2004 $ %
Domestic $8,314 753% $ 7,998 78.0% $316 4.0%
International 2,733 24.7% 2,253 22.0% 480 21.3%

0,251 100.0% $796 7.8%

Domestic TSG revenue increased by approximatelp 88D or 4%, to $8,314,000 largely due to higheeneie from maintenance and repair
services and refurbished printer sales, offset tgdine in the sale of spare parts, mostly foatsgprinters. International TSG sales incree
by approximately $480,000, or 21%, to $2,733,0Q@ primarily to an increase in service revenue.

GROSS PROFIT. Gross profit decreased by $6,452®0®9%, to $15,590,000, and gross margin decre@asgd.5% from 36.8% due
primarily to lower volume of sales in 2005 compate@004 and a less favorable sales mix. In additiposs profit for 2005 was negatively
impacted by a charge of $600,000, or 1.2% of nessaelated to the writdewn of inventory and accrual for estimated setéletftancellatio
payments for non-cancelable purchase orders ftainezxcess inventory components related primaoilpur Model 850 casino ticket printer.
The charge was largely the result of the
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faster than expected acceptance of our new EpiR)Sasino ticket printer, which replaces our Mo880 casino ticket printer.

ENGINEERING AND PRODUCT DEVELOPMENT. Engineeringggign and product development expenses increagadysby $11,000,
or less than 1%, to $2,726,000, from 2004 as weried higher expenses related to increased engigestaffing and other employee
compensation expenses, which were almost entifédgtdy a decrease in costs associated with IGTégration and attainment of
jurisdictional approvals for our new Epic 950(Rgtimal casino printer on all of IGT's slot platformerldwide (the "IGT Integration"). W
incurred approximately $150,000 of IGT Integratamsts in 2005 compared to $350,000 in 2004. Engimgend product development
expenses increased as a percentage of net s&l&%4drom 4.5%, primarily due to lower sales volum&005 compared to 2004.

SELLING AND MARKETING. Selling and marketing expegssincreased by $1,208,000, or 24%, to $6,319M@® primarily to increased
expenses related to (1) the addition of new saé#Efer our three business units and our new sereenters in Las Vegas, NV and
Wallingford, CT, (2) marketing, promotional anddeashow expenses related to the launch of our imevwof printers exclusively for POS
distributors and our increased presence at thissy€obal Gaming Exposition (G2E) trade show irs Megas, NV, and (3) the recruitment
and hiring of a Senior Vice President of Marketthging the second quarter of 2005. Selling and etarg expenses increased as a
percentage of net sales to 12.4% from 8.5%, dunaguilly to the increases noted above in proportolower sales volume in 2005 compared
to 2004.

GENERAL AND ADMINISTRATIVE. General and administiaé expenses increased by $331,000, or 6%, dueaphynto (1) recruiting an
compensation related expenses associated witlethieation of our accounting department from Ithadd to Wallingford, CT, (2) higher
legal expenses related to our lawsuit against Eutgic, Inc., and (3) increased software mainteaatravel, training and temporary help
expenses associated with our Oracle software imgiation. These increases were partially offsgtlhbw decrease related to a one-time
listing fee incurred in 2004 resulting from our nedvack onto the NASDAQ National Market from the N&8Q SmallCap Market, (2) lower
audit and professional expenses related to congdiarith the Sarbanes-Oxley Act of 2002 incurredrdpP005 (our second year of
compliance) compared to 2004 (our initial year @hpliance), and (3) expenses incurred in 2004 @stsacwith our proposed acquisition of
TPG, Inc. that was terminated and did not reci0i@5. General and administrative expenses incremsadyercentage of net sales to 12.4%
from 10.0%, due primarily to the increased expemated above in proportion to a lower volume oésah 2005 compared to 2004.

BUSINESS CONSOLIDATION AND RESTRUCTURING. We recedia reversal of expense of $225,000 related t€dmsolidation in
2004. This amount was the result of a revisionuoariginal estimate for non-cancelable lease paymimcluded in the restructuring accrual.

OPERATING INCOME. During 2005, we reported opergtincome of $224,000, or 0.4% of net sales, comparé8,451,000, or 14.1% of
net sales, in 2004. The significant decrease iroparating income and operating margin was dueshatg lower sales and gross margin, and
higher operating expenses (primarily selling andk@ting expenses and general and administrativeresgs).

INTEREST. We recorded net interest income of $7@j0QR005 compared to net interest income of $4jA@D04, due to our higher average
cash balances and slightly higher interest ratesighout 2005 as compared to 2004.

OTHER EXPENSE. We recorded other income of $32jA@D05 compared to other expense of $18,000 id 200e primarily to transactic
exchange gains recorded by our UK subsidiary irb2fie to the weakening of the British pound agaimstJ.S. dollar as compared to
transaction exchange losses recorded in 2004 dilre strengthening of the British pound againstutte. dollar.

INCOME TAXES. We recorded an income tax benefi$48,000, at an effective rate of (14.6%) during®2606mpared to an income tax
provision of $2,979,000, at an effective rate 0f3356 in 2004. Despite reporting $329,000 of incorale taxes in 2005, we recorded a net
income tax benefit, resulting largely from the rgaibion of certain discrete tax benefits and teedis, as well as the reversal of valuation
allowances during the year, combined with an unlsi@av level of income before taxes.

NET INCOME. We reported net income in 2005 of $80D, or $0.04 per diluted share compared to nenecof $5,458,000, or $0.51
diluted share in 2004. Dividends paid in 2004 wagsproximately $86,000, and there will be no dividieor allocation of earnings to prefer
shareholders beyond 2004, as the preferred stoslcaraverted to common stock in April 2004. All ghand per share amounts reflect the
April 2004 stock split on a retroactive basis.
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(B) LIQUIDITY AND CAPITAL RESOURCES
CASH FLOW

Overview: During 2006, our cash flows reflected tbsults of higher sales volume, increased investinenfrastructure and our stock
repurchase program as compared to 2005. Even hatrepurchase of approximately $2,625,000 of oormon stock, and capital
expenditures of $2,891,000, we still finished 2@t no outstanding bank debt and approximatelyi $3illion of cash and cash equivalents.

Operating activities: The following significant facs primarily affected our cash provided by opera of $3,300,000 in 2006:
- We reported net income of $3,916,000.
- We recorded depreciation, amortization and n@h@c@mpensation expense of $2,149,000.

- Accounts receivable increased by $3,063,000 dinespily to a higher volume of sales in the fougiharter of 2006 compared to the fourth
quarter of 2005.

- Inventories increased by $1,531,000 and accqaytable increased by $1,138,000 due to higher tovgpurchases and inventory levels
related to higher sales volume in the fourth quast2006 compared to the fourth quarter of 2005.

- Accrued liabilities and other liabilities incressby $1,423,000 due to increases in: (1) compiemsetlated accruals, (2) income tax accrual
based on the increased level of income before (gRgsdeferred revenue balances related to incdesales of extended service contracts, (4)

accruals for legal fees and (5) consulting servazsuals related to our Oracle software implentenmtaThese increases were partly offset by
a decrease in warranty accruals.

- Accrued restructuring expenses decreased by @87&lue to $399,000 of payments made on our WliidgCT lease obligation and the
reversal of $479,000 of expense related to thewti@rof an agreement effective May 1, 2007 to ieate the lease agreement for our
existing corporate headquarters located in Walbrgyf CT.

Investing activities: Our capital expenditures wapproximately $2,891,000 and $2,756,000 in 20@52005, respectively. Expenditures in
2006 included approximately $1,058,000 for the pase of hardware, software and outside consultistsaelated to our Oracle software
implementation, $366,000 for the purchase of hardwaad consulting costs related to our new phostesy, $244,000 for the purchase of
leasehold improvements made on the gaming andydiadquarters and western region service camleais Vegas, NV, with the remaining
amount primarily related to the purchase of newdpob tooling.

Financing activities: We used approximately $1,680,from financing activities during 20086, largelye to the repurchase of Company s
of approximately $2,625,000, partly offset by prede and tax benefits from stock option exercisegppfoximately $1,029,000. We also u
approximately $88,000 of cash related to deferirahtting costs for the new revolving credit fagilite entered into with TD Banknorth
during November 2006.

WORKING CAPITAL

Our working capital increased to $16,438,000 atdbager 31, 2006 from $15,375,000 at December 315.20ke current ratio decreased to
2.9to 1 at December 31, 2006 compared to 3.2atodecember 31, 2005. The decrease in the cuagatwas largely due to higher accounts
payable resulting from higher sales volume andntgy purchases and an increase in income taxeabfmyesulting from a higher level of
income before taxes, somewhat offset by higherwattsareceivable and inventory levels. In additiour, working capital and current ratio
were impacted by our stock repurchase programgeasontinue to use available cash to repurchaseslofdiour common stock in the open
market.

DEFERRED TAXES

As of December 31, 2006, we had a net deferreddagt of approximately $2,709,000. In order tazgtithis deferred tax asset, we will need
to generate approximately $6.8 million of taxalsleame in future years. Based on future projectairtaxable income, we have determined
that it is more likely than not that the existingf eferred tax asset will be realized.

CREDIT FACILITY AND BORROWINGS

On November 28, 2006, we signed a new, five-ye@rrlion credit facility (the "New TD Banknorth €dit Facility") with TD Banknorth,
N.A. ("TD Banknorth"). The new credit facility prales for a $20 million revolving credit line expig on November 28, 2011. The New *
Banknorth Credit facility replaces a previous $1rhilion credit facility also with TD Banknorth. uto TransAct's improved financial
performance, our New TD Banknorth Credit Facilitpyides substantially improved terms compared toexisting credit facility, including
lower on-going costs, fewer financial covenantduced reporting requirements and a lower intedst Borrowings under the new revolving
credit line
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bear a floating rate of interest at the prime maieus one percent and are secured by a lien @f alir assets. We also pay a fee of 0.25% on
unused borrowings under the revolving credit liDeferred financing costs relating to expenses neclto complete the New TD Banknorth
Credit Facility were $88,000 at December 31, 200& New TD Banknorth Credit Facility imposes cartquarterly financial covenants on
us and restricts the payment of dividends on oormon stock and the creation of other liens. We vwemmmpliance with all financial
covenants of the New TD Banknorth Credit Facilitypacember 31, 2006.

As of December 31, 2006, we had no balances odiisigion the revolving credit line. Undrawn commititeeunder the New TD Banknorth
Credit facility were approximately $20,000,000 adember 31, 2006.

STOCK REPURCHASE PROGRAM

On March 25, 2005, the Board of Directors approxetiock repurchase program (“the Stock Repurchaggdn"). Under the Stock
Repurchase Program, we are authorized to repurchese$10 million of our outstanding shares of amon stock from time to time in the
open market over a three year period ending on IM2%; 2008, depending on market conditions, shace and other factors. During 2006,
we repurchased a total of 296,300 shares of constumk for approximately $2,625,000 at an averageepf $8.86 per share. As of
December 31, 2006, we have repurchased a tot#l1g880 shares of common stock for approximatel4&B000, at an average price of
$8.10 per share.

SHAREHOLDERS' EQUITY

Shareholders' equity increased by $3,033,000 t2$24000 at December 31, 2006 from $21,257,00Ceaember 31, 2005. The increase
primarily due to

(1) net income of $3,916,000, (2) proceeds of agprately $687,000 from the issuance of approxinyai®6,000 shares of common stock
from stock option exercises, (3) an increase intaal paid-in capital of approximately $342,0@&ulting from tax benefits from tax
deductions arising from the sale of employee sfomk stock option exercises and vesting of resddtock, and (4) non-cash compensation
expense of $581,000 related to stock options astdcted stock, and (5) foreign currency transhataljustments of approximately $132,000.
These increases were offset by treasury stock paeshof 296,300 shares of common stock for appairin$2,625,000.

CONSOLIDATION EXPENSES

During 2001 through 2007, we recognized approxitgais.5 million of business consolidation, resturatg and related expenses as a result
of the Consolidation. These expenses primarilyidetl employee severance and termination relateehseg, facility closure and
consolidation expenses (including moving expensgtimated non-cancelable lease payments and aibtsx) @and accelerated depreciation
and asset disposal losses on certain leaseholdwaments and other fixed assets.

In November 2006, we executed an agreement, eféebtay 1, 2007, to terminate the lease agreemeriofacility located in Wallingford,
CT (the "Release Agreement"). Prior to the executibthe Release Agreement, we accrued for theirénganon-cancelable lease payments
and other related costs for this facility throubh expiration date of the lease (March 31, 2008)aAesult of the Release Agreement and the
early termination of the old lease, we were relddsam the legal obligation for lease paymentsraftay 1, 2007 and, accordingly, we
reversed $479,000 of previously accrued expensa®deto the Consolidation in the fourth quarte2006. As of December 31, 2006, we
have provided for the estimated remaining non-dabe lease payments and other related costs ifofatility through the new termination
date of the lease (May 1, 2007).

As of December 31, 2006, our restructuring accanabunted to $315,000 which represents the estinmatedining non-cancelable lease
payments and other related costs for the Wallimhfacility through the new termination date of thase (May 1, 2007). We do not expect to
incur any further restructuring expenses or to stdjuir restructuring accrual. The restructuringaakcbalance will be reduced to zero as of
May 1, 2007. We paid approximately $399,000, $4d0 @nd $446,000 of expenses related to the Comrdioiidin 2006, 2005 and 2004,
respectively.

CONTRACTUAL OBLIGATIONS

TransAct's contractual obligations as of Decemlie2806 were as follows:

(In thousands) Total < 1year 1-3years 3-5years >5years
Operating lease obligations $ 5,622 $ 978 $1,743  $1,461  $1,440
Purchase obligations 16,918 16,848 70 -- --

Total $22,540 $17,826 $1,813 $1,461  $1,440

Purchase obligations are for purchases made indihmal course of business to meet operational reaugints, primarily of raw material and
component part inventory.
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RECENTLY ISSUED ACCOUNTING PRONOUNCEMENTS

ACCOUNTING FOR INCOME TAX UNCERTAINTIES: In July 215, the FASB issued FASB Interpretation 48, "Acamgfor Income
Tax Uncertainties" ("FIN 48"). FIN 48 defines thadshold for recognizing the benefits of tax refpositions in the financial statements as
"more-likely-than-not" to be sustained by the taxauthority. The recently issued literature alsmvftes guidance on the derecognition,
measurement and classification of income tax uatgies, along with any related interest and p&mlEIN 48 also includes guidance
concerning accounting for income tax uncertaintiegterim periods and increases the level of disagtes associated with any recorded
income tax uncertainties. FIN 48 is effective figcél years beginning after December 15, 2006.ditfierences between the amounts
recognized in the statements of financial posipdor to the adoption of FIN 48 and the amountortgul after adoption will be accounted for
as a cumulative-effect adjustment recorded to dggriming balance of retained earnings. In July 2806 FASB issued FIN 48, Accounting
for Uncertainty in Income Taxes, which will be effiwe the first quarter of 2007. Based on the "rAikely-than-not" standard under FIN 48,
we expect that this guidance may impact the Comipargognition of tax benefits related to uncertainpositions. However, the Company
has not yet finalized its assessment of FIN 48.

EFFECTS OF PRIOR YEAR MISSTATEMENTS WHEN QUANTIFY®ICURRENT YEAR MISSTATEMENTS: In September 2006 th
Securities and Exchange Commission issued Stafbéming Bulletin ("SAB") No. 108, "Considering ttigfects of Prior Year Misstatemel
when Quantifying Current Year Misstatements". SAB. 808 requires analysis of misstatements usinlg &otncome statement (rollover)
approach and balance sheet (iron curtain) appriveassessing materiality and provides for a time- cumulative effect transition adjustme
SAB No. 108 is effective for our fiscal year 200thaal financial statements. The adoption of thislgiice did not have a material impact on
our financial position, results of operations osttélows.

FAIR VALUE MEASUREMENTS: In September 2006, the FA%sued Statement of Financial Accounting Stansléld. 157, "Fair Value
Measurements" ("FASB 157") which is effective fachl years beginning after November 15, 2007 andhterim periods within those yee
This statement defines fair value, establisheamdwork for measuring fair value and expands ttz¢e@ disclosure requirements. Because
the guidance was recently issued, management hgenhdetermined the impact, if any, of adopting finovisions of FASB 157 on the
Company's financial position and results of opersti

RESOURCE SUFFICIENCY

We believe that our cash on hand, cash flows g&tbfeom operations and borrowings available unldemMNew TD Banknorth Credit Facili
will provide sufficient resources to meet our wagkicapital needs, including costs associated \Wwihonsolidation, to finance our capital
expenditures, to fund our Stock Repurchase Progaachmeet our liquidity requirements through asté¢he next twelve months.

(C) IMPACT OF INFLATION

TransAct believes that its business has not befentafl to a significant degree by inflationary ttebecause of the low rate of inflation dul
the past three years, nor does it believe it valkgnificantly affected by inflation during 2007.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK.
INTEREST RATE RISK

Our exposure to market risk for changes in intera®ts relates primarily to the investment of owailable cash and cash equivalents. In
accordance with our investment policy, we striva¢hieve above market rates of return in exchaogadcepting a prudent amount of
incremental risk, which includes the risk of intgreate movements. Risk tolerance is constraineshbyverriding objective to preserve
capital. An effective increase or decrease of 10%terest rates would not have a material effaabuar results of operations or cash flows.

FOREIGN CURRENCY EXCHANGE RISK

A substantial portion of our sales are denominatdd. S. dollars and, as a result, we have relatilitle exposure to foreign currency
exchange risk with respect to sales made. Thisaxpanay change over time as business practicégeeaod could have a material adverse
impact on our financial results in the future. Weerebt use forward exchange contracts to hedge expeslenominated in foreign currencies
or any other derivative financial instruments f@tding or speculative purposes. The effect of ameagliate 10% change in exchange rates
would not have a material impact on our future itesaf operations or cash flows.
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Consolidated statements of income for the years ended December 31,
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31, 2006, 2005 and 2004 33
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Financial Statement Schedule
The following financial statement schedule is in cluded herein:
Schedule Il - Valuation and Qualifying Accounts 51

All other financial statement schedules are omiktedause they are not applicable or the requifednmation is shown in the consolidated
financial statements or notes thereto
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Board of Directors and Shareholders of TAgah3 echnologies Incorporated:

We have completed integrated audits of TransAchmielogies Incorporated's consolidated financigkstents and of its internal control over
financial reporting as of December 31, 2006 in adance with the standards of the Public CompanyAnting Oversight Board (United
States). Our opinions, based on our audits, asepted below.

Consolidated financial statements and financidestent schedule

In our opinion, the consolidated financial statetadisted in the accompanying index present fairyall material respects, the financial
position of TransAct Technologies Incorporated asdubsidiaries (the "Company") at December 30628nd 2005, and the results of their
operations and their cash flows for each of thedlyears in the period ended December 31, 200énfoiamity with accounting principles
generally accepted in the United States of Ametitaddition, in our opinion, the financial statamhechedule listed in the accompanying
index presents fairly, in all material respects, ithformation set forth therein when read in conjion with the related consolidated financial
statements. These financial statements and finlesteieement schedule are the responsibility ofGbmpany's management. Our
responsibility is to express an opinion on thesarftial statements and financial statement schéxisled on our audits. We conducted our
audits of these statements in accordance withttmelards of the Public Company Accounting Oversiydrd (United States). Those
standards require that we plan and perform thet amdbtain reasonable assurance about whethdindrecial statements are free of material
misstatement. An audit of financial statementstides examining, on a test basis, evidence supgdhamamounts and disclosures in the
financial statements, assessing the accountingiptés used and significant estimates made by neanagt, and evaluating the overall
financial statement presentation. We believe thataodits provide a reasonable basis for our opinio

As discussed in Note 2 to the consolidated findrst&ements, the Company changed the manner ichvithdccounts for share-based
compensation in 2006.

Internal control over financial reporting

Also, in our opinion, management's assessmentjded in Management's Report on Internal Controlr@igancial Reporting appearing
under Item 9a, that the Company maintained effedtiternal control over financial reporting as edd@mber 31, 2006 based on criteria
established in Internal Control - Integrated Framwissued by the Committee of Sponsoring Orgaitratof the Treadway Commission
(COSO0), is fairly stated, in all material respebti@sed on those criteria. Furthermore, in our opinthe Company maintained, in all material
respects, effective internal control over financegorting as of December 31, 2006 based on aitsiablished in Internal Control -
Integrated Framework issued by the COSO. The Coypamnagement is responsible for maintaining &ffeénternal control over financi
reporting and for its assessment of the effectissmd internal control over financial reporting.r@esponsibility is to express opinions on
management's assessment and on the effectiventrss ©@dmpany's internal control over financial nejpg based on our audit. We conduc
our audit of internal control over financial repng in accordance with the standards of the Putimpany Accounting Oversight Board
(United States). Those standards require that e ghd perform the audit to obtain reasonable agsarabout whether effective internal
control over financial reporting was maintainechiihmaterial respects. An audit of internal contyeér financial reporting includes obtaining
an understanding of internal control over finanoggdorting, evaluating management's assessmetmgtesid evaluating the design and
operating effectiveness of internal control, andgrening such other procedures as we consider sacg the circumstances. We believe
that our audit provides a reasonable basis foopinions.

A company's internal control over financial repogtis a process designed to provide reasonableasgsuregarding the reliability of financ
reporting and the preparation of financial statetsiéor external purposes in accordance with gelyesatepted accounting principles. A
company's internal control over financial reportingludes those policies and procedures that (fapeto the maintenance of records that, in
reasonable detail, accurately and fairly refleettifansactions and dispositions of the assetseofdmpany; (ii) provide reasonable assurance
that transactions are recorded as necessary tatgeaparation of financial statements in accor@awith generally accepted accounting
principles, and that receipts and expenditureb®ttbmpany are being made only in accordance witibaizations of management and
directors of the company; and (iii) provide readdaassurance regarding prevention or timely detectf unauthorized acquisition, use, or
disposition of the company's assets that could hawaterial effect on the financial statements.

Because of its inherent limitations, internal cohtver financial reporting may not prevent or @¢tmisstatements. Also, projections of any
evaluation of effectiveness to future periods atgexct to the risk that controls may become inadegjbecause of changes in conditions, or
that the degree of compliance with the policieprocedures may deteriorate.

/sl Pricewat erhouseCoopers LLP
Pri cewat er houseCoopers LLP

Hartford, CT
March 15, 2007
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TRANSACT TECHNOLOGIES INCORPORATED
CONSOLIDATED BALANCE SHEETS
(In thousands, except share data)

ASSETS:

Current assets:
Cash and cash equivalents
Receivables, net
Inventories
Refundable income taxes
Deferred tax assets
Other current assets

Total current assets

Fixed assets, net

Goodwill

Deferred tax assets

Intangible and other assets, net of accumulated amo
of $122 and $41, respectively

Total assets

LIABILITIES AND SHAREHOLDERS' EQUITY:
Current liabilities:

Accounts payable

Accrued liabilities

Accrued restructuring expenses

Deferred revenue

Total current liabilities

Accrued restructuring expenses, net of current port
Deferred revenue, net of current portion
Accrued warranty, net of current portion

Total liabilities

Commitments and contingencies (Note 11)
Shareholders' equity:
Preferred stock, $0.01 par value, 4,800,000
authorized, none issued and outstanding
Preferred stock, Series A, $0.01 par value, 200,
authorized, none issued and outstanding
Common stock, $0.01 par value, 20,000,000 author
December 31, 2006 and 2005; 9,574,777 and
9,731,670 shares issued; 8,773,477 and 9,226,
shares outstanding, at December 31, 2006 and
respectively
Additional paid-in capital
Retained earnings
Unamortized restricted stock compensation
Accumulated other comprehensive income, net of t
Treasury stock, 801,300 and 505,000 shares at co

Total shareholders' equity

Total liabilities and shareholders' equity

See accompanying notes to consolidated financ#tsients.
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December 31, December 31,

2006 2005
$ 3,436 $4,579
11,422 8,359
7,567 6,036
42 295
2,167 2,735
552 258
25,186 22,262
5,938 4,510
1,469 1,469
542 557
rtization
571 534
8,520 7,070
$33,706 $29,332
$ 3,997 $ 2,859
4,047 3,198
315 420
389 410
8,748 6,887
ion -- 773
508 270
160 145
668 1,188
9,416 8,075
000
ized at
670
2005,
104 102
19,105 19,334
11,405 7,489
- (1,837)
ax 168 36
st (6,492) (3,867)
24,290 21,257
$33,706 $29,332




TRANSACT TECHNOLOGIES INCORPORATED
CONSOLIDATED STATEMENTS OF INCOME
(In thousands, except per share data)

Year Ended December 31,

Net sales $ 64,328 $51,091 $59,847
Cost of sales 41,963 35,501 37,805
Gross profit 22,365 15,590 22,042
Operating expenses:
Engineering, design and product development 2,824 2,726 2,715
Selling and marketing 6,892 6,319 5,111
General and administrative 7,040 6,321 5,990
Business consolidation and restructuring (479) - (225)

Operating income 6,088 224 8,451
Interest and other income (expense):
Interest expense (44) (41 (49
Interest income 148 114 48
Other, net (159) 32 (18)

Income before income taxes 6,033 329 8,437
Income tax provision (benefit) 2,117 (48) 2,979
Net income 3,916 377 5,458
Dividends and accretion charges on preferred
stock - - (111)
Earnings allocated to preferred shareholders - - (111)
Net income available to common shareholders $ 3916 $ 377 $5,236
Net income per common share:
Basic $ 0.41 $ 0.04 $ 0.55
Diluted $ 040 $ 0.04 $ 0.51
Shares used in per-share calculation:
Basic 9,577 9,849 9,593
Diluted 9,870 10,163 10,231

See accompanying notes to consolidated financsgistents.
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TRANSACT TECHNOLOGIES INCORPORATED

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY AND

COMPREHENSIVE INCOME
(In thousands, except share data)

Unamortized Accumulated
Common Stock  Additio nal Restricted Other
.................. Paid- in Retained Stock Treasury Comprehensiv
Shares Amount Capit al Earnings Compensation Stock Income (Loss
Balance, December 31,

2003 8,952,650 60 8,4 41 1,769 (30) -- 107
Cancellation of

restricted stock  (3,000) -- ( 72) - 72 - -
Issuance of shares

from exercise of

stock options 321,947 3 1,3 76 -- -- -- -
Issuance of shares

from employee

stock purchase

plan 3,706 -- 47 -- -- - -
Issuance of shares

from exercise of

common stock

warrants 15,000 -- 90 -- -- - -
Issuance of shares

from conversion

of preferred

stock, net of

issuance and

registration

costs 666,665 6 3,8 18 -- -- -- -
Issuance of

restricted stock 81,000 1 1,3 99 - (1,400) -- -
Share-based

compensation

expense - - -- - 291 - -
Tax benefit related

to employee

stock sales - - 2,3 32 -- -- -- -
Redemption of

partial shares

of common stock

in connection

with the 3:2

stock split (202) 30 ( 30) - - - -
Dividends paid on

preferred stock - - -- (91) - - -
Accretion of

preferred stock

discount and

issuance costs - - - (24) - - -
Comprehensive

income:

Foreign currency

translation
adj. - - - - - 62
Net income - - -- 5,458 - - -

Balance, December 31,
2004 10,037,766 100 17,4 01 7112 (1,067) -- 169

Cancellation of

restricted stock (250) -- 3 - 3 - -
Issuance of shares

from exercise of

stock options 71,064 1 3 23 -- - -- -
Issuance of shares

from employee

stock purchase

plan 2,690 -- 23 -- - - -
Acceleration of

outstanding

stock options - - 26 -- - - -
Issuance of

restricted stock 125,400 1 1,2 30 -- (1,231) - --
Share-based

compensation

expense - - -- - 458 - -
Tax benefit related

to employee

stock sales and

vesting of

restricted stock - - 3 37 -- -- -- -
Purchase of

treasury stock ~ (505,000) -- - - - (3,867) -
Expenses related to

preferred stock

conversion - - 3) -- - - -
Comprehensive

income:

Foreign currency

Total
e Comprehensive
) Total Income

a7

90

3,824

201

2,332

(o1)

24

23,715 5,520

324

23

26

458

337

(3,867)

®



translation

adj., net of

tax - -
Net income - -

Balance, December 31,

2005 9,731,670 102

Impact of adoption
of new
accounting
pronouncements -
Cancellation of
restricted stock
Issuance of shares
from exercise of
stock options
Issuance of
restricted stock
Tax benefit related
to employee
stock sales and
vesting of
restricted stock - -
Purchase of
treasury stock
Share-based
compensation
expense - -
Comprehensive
income:
Foreign currency
translation
adj., net of
tax - -
Net income - -

(11,750)

136,157

15,000

(296,300)

Balance, December 31,

2006 9,574,777 $104 $19,1

2

18

37)

42

81

$11,405

(1,837) (3,867)

$ - $(6,492)

$ 168

36 21,257

342

(2,625)

581

See accompanying notes to consolidated financsgistents.
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TRANSACT TECHNOLOGIES INCORPORATED

CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands)

Cash flows from operating activities:
Net income
Adjustments to reconcile net income to net cash
operating activities:
Share-based compensation expense
Incremental tax benefits from stock options e
Depreciation and amortization
Deferred income taxes
Loss (gain) on sale of fixed assets
Reversal of accrued restructuring expense
Changes in operating assets and liabilities:
Receivables
Inventories
Refundable income taxes
Other current assets
Other assets
Accounts payable
Accrued liabilities and deferred revenue
Accrued restructuring expenses

Net cash provided by operating activities

Cash flows from investing activities:
Purchases of fixed assets
Purchase of intangible assets

Net cash used in investing activities

Cash flows from financing activities:
Term loan repayments
Payment of deferred financing costs
Proceeds from stock option exercises
Purchases of common stock for treasury
Incremental tax benefits from stock options exer
Payment of cash dividends
Payment of preferred stock conversion and regist
expense

Net cash (used in) provided by financing acti
Effect of exchange rate changes

(Decrease) increase in cash and cash equivalents
Cash and cash equivalents, beginning of period

Cash and cash equivalents, end of period

Supplemental cash flow information:
Interest paid
Income taxes paid

Non-cash financing activities:
Conversion of preferred stock to common stock
Tax benefit related to employee stock sales and

stock

Accretion of preferred stock discount and issuan
Issuance of restricted stock

See accompanying notes to consolidated financssients.
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Year Ended December 31,

$3916 $ 377 $5,458
provided by

581 484 291
xercised (342) - -
1568 1,493 1,634
583 (648) 380
4

(479) - (225)

(3,063) 551 164
(1,531) 2,038  (13)
253 215  (380)
(276) 328  (207)
(72) 3 (8
1,138  (945) 516
1,423  (580) 1,179
(399) (447) (446)

(2,891) (2,756) (1,178)
~  (510) -

-~ (420)

687 347 1,516
(2,625) (3,867) -
cised 342
- - (91)
ration -- (3) (102

vities (1,684) (3,523) 903

132 (133) 62

(1,143) (4,049) 8,130
4579 8628 498

$3,436 $4,579 $8,628

$ 43 $ 41 $ 44
1,201 431 517

$ - $ - $3,926
restricted
342 337 2,332
ce costs -- -- 24
207 1,231 1,400



TRANSACT TECHNOLOGIES INCORPORATED
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1. DESCRIPTION OF BUSINESS

TransAct Technologies Incorporated ("TransAct")jebhhhas its headquarters in Wallingford, CT angiishary operating facility in Ithaca,
NY, operates in one industry segment, me-specific printers for transaction-based industridese industries include gaming, lottery,
banking and hospitality. Our printers are desiginasked on market specific requirements and areuswldr the Ithaca(R) and Epic(TM)
product brands. We distribute our products throD§tMs, value-added resellers, selected distributord,directly to end-users. Our product
distribution spans across the Americas, Europeliidelle East, Africa, Asia, Australia, the Caribbdalands and the South Pacific. We also
generate revenue from the after-market side obtlsiness, providing printer service, supplies grates parts.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

STOCK SPLIT: On March 17, 2004, we effected a tHforetwo split of our common stock in the form o6@ percent stock dividend. All
share and per-share amounts within the accomparffipiagcial statements and footnotes reflect thekssplit.

PRINCIPLES OF CONSOLIDATION: The accompanying cditiaied financial statements were prepared on aal@ated basis to include
the accounts of TransAct and its wholly-owned stibsies. All intercompany accounts, transactions amnrealized profit were eliminated in
consolidation.

RECLASSIFICATIONS: Certain amounts in the prior y@dinancial statements have been reclassifiemidorm to the current year's
presentation.

USE OF ESTIMATES: The accompanying consolidatedrfiial statements were prepared using estimateassuinptions that affect the
reported amounts of assets, liabilities, revenukepenses, and disclosure of contingent assethaduildies as of the date of the consolide
financial statements and the reported amountsvefmges and expenses during the reporting periodiahcesults could differ from those
estimates.

SEGMENT REPORTING: We apply the provisions of Statat of Financial Accounting Standards No. 131sdsures about Segments of
an Enterprise and Related Information" ("FAS 13WEg view our operations and manage our businesa@segment: the design,
development, manufacture and sale of transactise¢bprinters. Factors used to identify TransAdatigle operating segment include the
organizational structure of the Company and tharfaial information available for evaluation by tttéef operating decisiomaker in making
decisions about how to allocate resources and apseformance. We operate predominantly in one iggabical area, the United States of
America. See Note 20 for information regarding imbernational operations. We provide the followitigclosures of revenues from products
and services:

Year ended Year ended Year ended
(In thousands) December 31, 2006 D ecember 31, 2005 December 31, 2004
POS and banking printers $16,858 26.2% $16,410 32.1% $17,659 29.5%
Gaming and lottery printers 34,677 53.9% 23,634 46.3% 31,937 53.4%
Services, spare parts and
consumables 12,793 19.9% 11,047 21.6% 10,251 17.1%
Total net sales $64,328 100.0% $51,091 100.0% $59,847 100.0%

CASH AND CASH EQUIVALENTS: We consider all highliguid investments with a maturity date of three theror less at date of
purchase to be cash equivalents.

ACCOUNTS RECEIVABLE AND ALLOWANCE FOR DOUBTFUL ACCONTS: We have standardized credit granting ancerevi
policies and procedures for all customer accoumts ding:

- Credit reviews of all new customer accounts,

- Ongoing credit evaluations of current customers,

- Credit limits and payment terms based on avadlabédit information,

- Adjustments to credit limits based upon paymaestioly and the customer's current creditworthiness.
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We establish an allowance for doubtful accountnsure trade receivables are valued appropriaddymaintain an allowance for doubtful
accounts based on a variety of factors, includimggléngth of time receivables are past due, siaifi one-time events and historical
experience. We record a specific allowance foniiglial accounts when we become aware of a custsimability to meet its financial
obligations, such as in the case of bankruptcyddior deterioration in the customer's operatisglts or financial position. If circumstances
related to customers change, we would further agjstimates of the recoverability of receivableovances for doubtful accounts on
accounts receivable balances were $204,000 and@®4(s of December 31, 2006 and 2005, respegtivel

INVENTORIES: Inventories are stated at the lowecadt (principally standard cost which approximatetuial cost on a first-in, first-out
basis) or market. We assess market value basetoni¢al usage and estimates of future demandeémiarket.

FIXED ASSETS: Fixed assets are stated at cost.daeqion is recorded using the straight-line metbeer the estimated useful lives. The
estimated useful life of tooling is five years; ramery and equipment is ten years; furniture arfid@equipment is five to ten years; and
computer software and equipment is three to seearsy Leasehold improvements are amortized ovesttbeer of the term of the lease or
useful life of the asset. Costs related to repaics maintenance are expensed as incurred. Theafasikl or retired assets are removed from
the related asset and accumulated depreciatiouatand any gain or loss is recognized. Depreciakpense was $1,466,000, $1,419,000
and $1,608,000 in 2006, 2005 and 2004, respectively

LEASES: Rent expense under non-cancelable opera@asgs with scheduled rent increases or fregoeitds is accounted for on a straight-
line basis over the lease term, beginning on tie dfacontrol of physical use of the asset or d@fdhpossession. The amount of the excess of
straight-line rent expense over scheduled paymeméesorded as a deferred liability. Constructiboveances and other such lease incentives
are recorded as deferred credits, and are amouizedstraight-line basis as a reduction of repease beginning in the period they are
deemed to be earned, which generally coincides thé@hoccupancy date.

GOODWILL: We adopted the provisions of StatemenEiofancial Accounting Standard No. 142, "GoodwiltlaDther Intangible
Assets" ("FAS 142") on January 1, 2002. Under FA3, oodwill is no longer amortized and is testadifpairment at least annually at the
reporting unit level.

We test goodwill annually for impairment, or wheaeevents or changes in circumstances indicatelibatarrying value may not be
recoverable. We have performed an impairment tesf ®ecember 31, 2006 and determined that no mmeait has occurred.

REVENUE RECOGNITION: Our typical contracts inclutte sale of printers, which are sometimes acconegdy separately-priced
extended warranty contracts. We also sell spatts,paonsumables, and other repair services (soregfmarsuant to multi-year product
maintenance contracts) which are not included énattiginal printer sale and are ordered by thearust as needed. We recognize revenue
pursuant to the guidance within SAB 104, "Revenaedgnition." Specifically, revenue is recognizecewlevidence of an arrangement ex
delivery (based on shipping terms, which are gdlyef®B shipping point) has occurred, the sellinge is fixed and determinable, and
collectibility is reasonably assured. We providedo estimate of product returns based on histiogig@erience at the time of revenue
recognition.

Revenue related to extended warranty and produicitemance contracts is recognized pursuant to FA&Hnical Bulletin 90-1 ("FTB 90-
1"), "Accounting for Separately Priced Extended ¥daty and Product Maintenance Contracts." PursigaliTB 90-1, revenue related to
separately priced product maintenance contradsfieyred and recognized over the term of the ma@mtee period. We record deferred
revenue for amounts received from customers fonteaance contracts prior to the maintenance period.
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CONCENTRATION OF CREDIT RISK: Financial instrumertkst potentially expose TransAct to concentratiohsredit risk are limited to
accounts receivable.

Accounts receivable from customers representing @0%6ore of total accounts receivable were as figdto

December 31,

Customer A 14% 19%
CustomerB  10% *
Customer C  14% *

* - customer balances were less than 10% of ta@bants receivable
Sales to customers representing 10% or more dfrtetasales were as follows:

Year ended December 31,

Customer A 20% 17% 16%
Customer B * 14% *
Customer C *ox 14%

* - customer balances were less than 10% of tabbales

The primary operations of our United Kingdom sulzsigl a European sales and service center, redlatevenue generated from a service
contract from a single customer in the United Kioggd The contract has a termination date of May 200& do not expect that such contract
will be renewed at the same volume of activitylasprevious contract. We are currently evaluativegipact that this may have on our
financial results.

WARRANTY: We generally warrant our products for igp24 months and record the estimated cost of prmiiuct warranties at the time the
sale is recorded. Estimated warranty costs aredugsen actual past experience of product repanisttaa related estimated cost of labor and
material to make the necessary repairs.

The following table summarizes the activity recatde the accrued product warranty liability:

Year ended December 31,
(In thousands) 2006 2005 2004
Balance, beginning of year $644 $ 597 $495
Additions related to warranties issued 595 613 610
Warranty costs incurred (636) (566) (508)
Balance, end of year $603 $ 644 $597

Approximately $160,000 and $145,000 of the accprediuct warranty liability were classified as lotegm at December 31, 2006 and 2005,
respectively.

RESEARCH AND DEVELOPMENT EXPENSES: Research andettgument expenses include engineering, design attipt development
expenses incurred in connection with specializegirerering and design to introduce new productstaradistomize existing products, and are
expensed as a component of operating expensesuaseith. We recorded approximately $2,824,000, 000 and $2,715,000 of research
and development expense in the years ended Dec&hp2006, 2005 and 2004, respectively.

ADVERTISING: Advertising costs are expensed as irexl Advertising expenses, which are includeckitirgy and marketing on the
accompanying consolidated statements of incomeh#years ended December 31, 2006, 2005 and 264ldd $182,000, $371,000 and
$343,000, respectivel
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TRANSACT TECHNOLOGIES INCORPORATED
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONNUED)

RESTRUCTURING: In 2001, we undertook a plan to alidste all manufacturing and engineering into existing Ithaca, NY facility and
close our Wallingford, CT manufacturing facility.eMéontinue to apply the consensus set forth in BIZ43, "Liability Recognition for
Certain Employee Termination Benefits and Othernt€tsExit an Activity (Including Certain Costs bmeed in a Restructuring)” in
recognizing restructuring expenses. See Note 8dditional disclosures related to our restructuptam.

INCOME TAXES: The income tax amounts reflectedhia aiccompanying financial statements are accodatadder the liability method in
accordance with FAS 109 "Accounting for Income Tax®eferred tax assets and liabilities are recogghior the estimated future tax
consequences attributable to differences betwe=firthncial statement carrying amounts of existingets and liabilities and their respective
tax bases and operating loss and tax credit cawginls. Deferred tax assets and liabilities areswesal using enacted tax rates in effect for
the year in which those temporary differences apeeted to be recovered or settled. We assesikéliabod that net deferred tax assets will
be realized from future taxable income, and toetktent that we believe that realization is notlifkeve establish a valuation allowance.

FOREIGN CURRENCY TRANSLATION: The financial positiaand results of operations of our foreign subsydia the United Kingdom
are measured using local currency as the functioumaéncy. Assets and liabilities of such subsidizve been translated into U.S. dollars at
the year-end exchange rate, related revenues qeethess have been translated at the weighted avexalyange rate for the year, and
shareholders' equity has been translated at hiat@kchange rates. The resulting translation gaifesses, net of tax, are recorded in
stockholders' equity as a cumulative translatignsithent, which is a component of accumulated otberprehensive income. Foreign
currency transaction gains and losses, includingehelated to intercompany balances, are recadjmzether income (expense).

FAIR VALUE OF FINANCIAL INSTRUMENTS: The carryingraount for cash and cash equivalents approximateggme because of the
short maturity of these instruments. The carryingpant of receivables, accounts payable and acdiaigtities is a reasonable estimate of
value because of the short-term nature of thessuats.

COMPREHENSIVE INCOME: Statement of Accounting StarttiNo. 130, "Reporting Comprehensive Income" ("FH88"), requires that
items defined as comprehensive income or loss ferately classified in the financial statements twad the accumulated balance of other
comprehensive income or loss be reported separfabelyaccumulated deficit and additional paid-impital in the equity section of the
balance sheet. We include the foreign currencystadion adjustment, net of tax, related to our &ligy in the United Kingdom within our
calculation of comprehensive income.

SHARE-BASED PAYMENTS: In December 2004, the Finahéiccounting Standards Board ("FASB") revised &tant of Financial
Accounting Standards No. 123 (revised 2004), "Stigmsed Payment” ("FAS 123R"), which establishe®aeting for share-based awards
exchanged for employee services and requires caggpamexpense the estimated fair value of thesedswover the requisite employee
service period. We adopted the accounting provisafFAS 123R beginning in the first quarter of @0Brior to January 1, 2006, we
accounted for share-based compensation to emplayeesordance with Accounting Principles Boardrigm No. 25, ("APB 25")
"Accounting for Stock Issued to Employees," andted interpretations. We also followed the disalesequirements of Statement of
Financial Accounting Standards No. 123, "AccounfimgStock-Based Compensation” ("FAS 123"), as atedrby Statement of Financial
Accounting Standards 148, "Accounting for Stock-@h€ompensation - Transition and Disclosure" ("RA8").

Under FAS 123R, share-based compensation expenssasured at the grant date, based on the estifis@tedlue of the award, and is
recognized as expense over the employee's regsésitee period. We have no awards with marketeofopmance conditions. We adopted
the provisions of FAS 123R on January 1, 2006,giaimodified prospective application ("MPA"), whiptovides for certain changes to the
method for valuing share-based compensation. Uth@elMPA, prior periods are not revised for compaeapurposes. The valuation
provisions of FAS 123R apply to new awards and talifications or cancellations of awards that arestunding on the effective date.
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In November 2005, the FASB issued FASB Staff Positlo. FAS

123(R)-3, "Transition Election Related to Accountiior Tax Effects of Share-Based Payment Awardss"have elected to adopt the
alternative transition method provided in this FASBff Position for calculating the tax effectssbire-based compensation pursuant to FAS
123R. The alternative transition method includs@mgplified method to establish the beginning batéaotthe additional paid-in capital pool
related to the tax effects of employee share-basetpensation, which is available to absorb taxciigiicies recognized subsequent to the
adoption of FAS 123R.

We use the Black-Scholes option-pricing model toudate the fair value of share based awards. Hyeassumptions for this valuation
method include the expected term of the optiorckspice volatility, risk-free interest rate, diedd yield and exercise price. Many of these
assumptions are judgmental and highly sensititheérdetermination of compensation expense. In iadditve estimate forfeitures when
recognizing compensation expense, and we will adjusestimate of forfeitures over the requisitesee period based on the extent to which
actual forfeitures differ, or are expected to diffeom such estimates. Changes in estimated farfs will be recognized through a
cumulative true-up adjustment in the period of gfeaand will also impact the amount of compensatixpense to be recognized in future
periods.

On November 2, 2005, the Compensation CommittékeoBoard of Directors approved the acceleratiothefvesting of all outstanding
unvested stock options granted to directors, affiemd employees of the Company under our appécstbtk incentive plans. As a result of
the acceleration, options to acquire approximaté§,500 shares of our common stock, which otherwimald have vested from time to time
over the next four years, became immediately esabde. All other terms and conditions applicabléhoutstanding stock option grants
remain in effect. The option plans under which éreged grants were issued are our 1996 Stock P&86 Directors' Stock Plan and the
2001 Employee Stock Plan.

The Compensation Committee's decision to acceldnateesting of affected stock options was priryavédsed upon our required adoption of
FAS 123R effective January 1, 2006. Due to thelacaton of vesting of unvested options prior te Hdoption of FAS123R, we are only
recording compensation expense related to stodragpgranted in 2006 and beyond. We recorded appedgly $26,000 of compensation
expense in the fourth quarter of 2005 related ¢ceitceleration of vesting.

NET INCOME AND LOSS PER SHARE: We report net incoardoss per share in accordance with Financiald&ted No. 128, "Earning
per Share (EPS)" ("FAS 128"). Under FAS 128, b&#S, which excludes dilution, is computed by divgdincome or loss available to
common shareholders by the weighted average nuafilsemmon shares outstanding for the period. Umgesgstricted stock is excluded
from the calculation of weighted average commoneshfor basic EPS. Net income or loss availabtomon shareholders represents
reported net income or loss less accretion of radéée convertible preferred stock and allocatiopreferred earnings. Diluted EPS reflects
the potential dilution that could occur if secu#tior other contracts to issue common stock weecesed or converted into common stock.
Diluted EPS includes restricted stock, in-the-moaptions and warrants using the treasury stock adgthnd also includes the assumed
conversion of preferred stock using the if-conwetrieethod, but only if dilutive. During a loss peatjdghe assumed exercise of in-the-money
stock options and warrants and the conversion w¥exible preferred stock has an anti-dilutive efifand therefore, these instruments are
excluded from the computation of dilutive EPS. Se¢e 16 for EPS calculation.

Beginning in the second quarter of 2004, the Comagaplied the consensus set forth in EITF 03-06ti€pating Securities and the Two-
Class Method under FASB Statement No. 128, EarrfregsShare", which requires the two-class methambofputing earnings per share
when participating securities, such as our redetamaiferred stock, are outstanding. The two-afasthod is an earnings allocation formula
that determines earnings per share for common stodkparticipating securities based upon an allmcatf earnings as if all of the earnings
for the period had been distributed in accordanitie participation rights on undistributed earning$TF 03-6 became effective for reporting
periods beginning after March 31, 2004. The appbceof EITF 03-06 only impacted the calculationeafrnings per share for the year ended
December 31, 2004 due to no preferred stock owtstgrin 2006 and 2005.
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ACCOUNTING FOR INCOME TAX UNCERTAINTIES: In July ZTB, the FASB issued

FASB Interpretation 48, "Accounting for Income Tdrcertainties" ("FIN 48"). FIN 48 defines the thnetd for recognizing the benefits of
tax return positions in the financial statement$nasre-likely-than-not" to be sustained by the taxauthority. The recently issued literature
also provides guidance on the derecognition, measemt and classification of income tax uncertasntiong with any related interest and
penalties. FIN 48 also includes guidance conceragwpunting for income tax uncertainties in integariods and increases the level of
disclosures associated with any recorded incomeanagrtainties. FIN 48 is effective for fiscal yedeginning after December 15, 2006. The
differences between the amounts recognized int#ttersents of financial position prior to the adoptof FIN 48 and the amounts reported
after adoption will be accounted for as a cumutstidfect adjustment recorded to the beginning lwaan retained earnings. In July 2006, the
FASB issued FIN 48, Accounting for Uncertainty mtcome Taxes, which will be effective the first qeanof 2007. Based on the "more-likely-
than-not" standard under FIN 48, we expect thatghidance may impact the Company's recognitidaobenefits related to uncertain tax
positions. However, the Company has not yet firaliits assessment of FIN 48.

EFFECTS OF PRIOR YEAR MISSTATEMENTS WHEN QUANTIFY®ICURRENT YEAR MISSTATEMENTS: In September 2006 th
Securities and Exchange Commission issued Stafbéming Bulletin ("SAB") No. 108, "Considering ttig#fects of Prior Year Misstatemel
when Quantifying Current Year Misstatements". SAB. Bl08 requires analysis of misstatements usinlg &otncome statement (rollover)
approach and balance sheet (iron curtain) appriveassessing materiality and provides for a time cumulative effect transition adjustme
SAB No. 108 is effective for our fiscal year 200thaal financial statements. The adoption of thislgiice did not have a material impact on
our financial position, results of operations osttélows.

FAIR VALUE MEASUREMENTS: In September 2006, the FA&sued Statement of Financial Accounting Stansléld. 157, "Fair Value
Measurements" ("FASB 157") which is effective fachl years beginning after November 15, 2007 andhterim periods within those yee
This statement defines fair value, establisheamdwork for measuring fair value and expands ttz¢e@ disclosure requirements. Because
the guidance was recently issued, management hgenhdetermined the impact, if any, of adopting inovisions of FASB 157 on the
Company's financial position and results of opersti

4. INVENTORIES

The components of inventories are:

Dec ember 31,

(nthousands) 2006 2005
Raw materials and purchased“(—:-o-mponent parts $7,33 7 $5788
Finished goods 23 0 248
$7,56 7 $6,036

5. FIXED ASSETS
The components of fixed assets are:

December 31,

(In thousands) 2006 2005

Tooling, machinery and equipment $ 12,407 $13,748
Furniture and office equipment 1,560 1,553
Computer software and equipment 4,985 3,515
Leasehold improvements 1,051 949
20,003 19,765
Less: accumulated depreciation and amortization (14,065) (15,255)
$ 5938 $ 4,510
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On June 30, 2005, we acquired certain intangildetagelated to casino ticket printer designs aolrtology from Bally Gaming, Inc.
("Bally") for $475,000, plus the costs of effectitige acquisition (approximately $35,000). Priothe acquisition, pursuant to the terms of a
license agreement, we were required to pay Balfyalty on sales of certain gaming printers utilizthe licensed technology. As a result of
the acquisition, effective July 1, 2005, we werdor@er required to pay any future royalties tolfaal

The purchase price was allocated, based on managerastimates, to intangible assets based onrtietive fair value at the date of
acquisition. The fair value of the intangibles, goised of purchased technology and a covenanonmrmpete, was determined using the
future discounted cash flows method. The intangalskets are being amortized on a straight-linestmagr six and seven years, respectively,
for the estimated life of the assets.

The following summarizes the allocation of the fage price for the acquisition of certain intangii@sets from Bally (in thousands):

Purchased technology  $364
Covenant not to compete 146

Consideration paid $510

Amortization expense associated with the technofagghased from Bally was $81,000 and $41,000 @®@62and 2005, respectively.
Amortization expense for each of the next five geamding December 31 is expected to be as foll@E;000 in each of 2007 through 2010;
and $51,000 in 2011.

7. ACCRUED LIABILITIES
The components of accrued liabilities (current ipoitare:

December 31,

(In thousands) 2006 2005
Payroll and fringe benefits $1,671 $1,219
Income taxes 710 679
Warranty - current portion 443 499
Rent and occupancy 251 200
Professional and consulting 364 80
Other 608 521

8. ACCRUED BUSINESS CONSOLIDATION AND RESTRUCTURINEXPENSES

In February 2001, we announced plans to establigblel engineering and manufacturing center atithiaica, NY facility. As part of this
strategic decision, we undertook a plan to conatdic@ll manufacturing and engineering into ourtegsithaca, NY facility and close our
Wallingford, CT manufacturing facility (the "Consddtion™). As of December 31, 2001, substantiallyiallingford product lines were
successfully transferred to Ithaca, NY. We cursenthintain our corporate headquarters and a seceister in Wallingford. The closing of
the Wallingford manufacturing facility resultedtime termination of employment of approximately 76duction, administrative and
management employees. We continue to apply thesosns set forth in EITF 94-3, "Liability Recognitifor Certain Employee Termination
Benefits and Other Costs to Exit an Activity (Intilag Certain Costs Incurred in a Restructuring)fdoognizing the accrued restructuring
expenses.

During 2001 through 2003, we recorded expensepmioaimately $6,182,000 related to costs associattdthe Consolidation, including
severance pay, stay bonuses, employee benefitihgnexpenses, non-cancelable lease payments, esteelelepreciation and other costs.
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In December 2004, we determined that certain fonstivould be relocated and/or expanded in our Wlird, CT corporate offices. In orc
to achieve the benefit of these changes, we explamgieuse of space in our current facility. BecaofSihis increase in use of space in the
Wallingford facility, and because we had experiehloaver than expected operating and maintenands tiwsn previously estimated, during
2004 we reversed $225,000 of previously accrueduaisrovided for the remaining non-cancelabledgzs/ments and related costs.

In November 2006, we executed an agreement efeebMay 1, 2007 to terminate the lease agreememufioWallingford, CT facility (the
"Release Agreement"). Prior to the execution ofRleéease Agreement, we accrued for the remainingcancelable lease payments and ¢
related costs for the unused portion of this fgctlirough the expiration date of the lease (M&@th2008). As a result of the Release
Agreement and the early termination of the leageyware released from the legal obligation for lgzsgments after May 1, 2007 and,
accordingly, we were released from the legal otitigefor lease payments after May 1, 2007 and, r@liagly, we reversed approximately
$479,000 of previously accrued restructuring resémthe fourth quarter of 2006. As of DecemberZI06, our restructuring accrual was
$315,000, which represents the estimated remaimingcancelable lease payments and other relatésl fooghe unused portion of this
facility through the new termination date of thade (May 1, 2007).

The following table summarizes the activity recatd the restructuring accrual:

Year end ed December 31,
(In thousands) 2006 2005 2004
Accrual balance, beginning of year $1,193 $1,640 $2,311

Business consolidation and
restructuring expenses:
Reversal of lease obligation related

to unused space (479) - (225)
@ty (225)
Cashpayments (399) "(-4_1_4;7)““(-4-146)
Accrual balance, end of ye;rm— $ 315 j$1193$1640

At December 31, 2006 and 2005, $0 and $773,00peatisely, of the restructuring accrual was clasdiis part of long-term liabilities. The
long-term portion represents the portion of noneedaible lease termination costs and other costsoteg to be paid beyond one year.

9. RETIREMENT SAVINGS PLAN

On April 1, 1997, we established the TransAct Tetbgies Retirement Savings Plan (the "401(k) Plaam'yefined contribution plan under
Section 401(K) of the Internal Revenue Code. AlHfime employees are eligible to participate ie #01(k) Plan at the beginning of the
calendar quarter immediately following their datdive. We match employees' contributions at a cdt&0% of employees' contributions up
to the first 6% of the employees' compensationrdautied to the 401(k) Plan. Our matching contribng were $249,000, $225,000 and
$201,000 in 2006, 2005 and 2004, respectively.
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10. BORROWINGS

On November 28, 2006, we signed a new, five-ye@rritlion credit facility (the "New TD Banknorth €dit Facility") with TD Banknorth,
N.A. ("TD Banknorth"). The new credit facility prales for a $20 million revolving credit line expig on November 28, 2011. The New °
Banknorth Credit facility replaces a previous $Irhilion credit facility also with TD Banknorth. Bmwings under the new revolving credit
line bear a floating rate of interest at the prige minus ongercent and are secured by a lien on all of owtasg/e also pay a fee of 0.2!
on unused borrowings under the revolving credé.liDeferred financing costs relating to expensesried to complete the New TD
Banknorth Credit Facility were $88,000 at Decen®er2006. The New TD Banknorth Credit Facility insps certain quarterly financial
covenants on us and restricts the payment of didsi@n our common stock and the creation of otaesl We were in compliance with all
financial covenants of the New TD Banknorth Créditility at December 31, 2006.

As of December 31, 2006, we had no outstandingolengs on the revolving credit line. Undrawn comménts under the New TD
Banknorth Credit Facility were $20,000,000 at Deben81, 2006.

11. COMMITMENTS AND CONTINGENCIES

In April 2005, we announced a complaint againstiFeltogic, Inc. ("FutureLogic") in Connecticut, whicharges FutureLogic with
disseminating false and misleading statements. 8§eraclaims of defamation and certain other clmargeMay 2005, FutureLogic filed a
complaint against us in California, asserting faldeertising, defamation, trade libel and certdheo charges. We moved to dismiss
FutureLogic's action in California, on the grourtidlat any claims raised in that action should haaentbrought as part of the case filed by us
in Connecticut. In the alternative, we moved ty $kee California action pending the resolutionurigdictional motions in the Connecticut
court. In January 2006, the California court filsdorder granting our motion to stay the Califormiaceeding pending the resolution of
jurisdictional motions in the Connecticut case. Binthe California court's order, should the Conigettourt find that it has jurisdiction ov
FutureLogic, FutureLogic's case will be transfetr@the Connecticut court for consolidation witle tiction pending in that forum. In
September 2006, the District of Connecticut disedssur case because of a lack of jurisdiction. ddmsion was not on the merits of our
claims, but on the jurisdiction of the court in whithe suit was brought. The California Districtu@chas been notified of this development.
The action is currently in the pre-trial motionggtaand, as of December 31, 2006, we are currendliple to estimate any potential liability or
range of loss associated with this litigation. Actingly, no amounts have been accrued in the filahstatements related to this matter.

At December 31, 2005, we were lessee on operagameb for equipment and real property. Rent expgasapproximately $1,330,000,
$1,294,000 and $1,098,000 in 2006, 2005 and 2@3®ectively. Minimum aggregate rental paymentsirequnder operating leases that
have initial or remaining nonancelable lease terms in excess of one year@sa&gmber 31, 2006 are as follows: $978,000 in 28877,00(
in 2008; $867,000 in 2009; $716,000 in 2010; $7d@8,® 2011; and $1,440,000 thereafter. Such paysrirolude those related to the leas
our Wallingford, CT manufacturing facility, a parti of which has been recognized within the restmirg accrual described in Note 8.

12. PATENT LICENSE FEES

During 2004, we signed a cross licensing agreemvéhtSeiko Epson. Under the agreement, Seiko Epsosived a license to three of our
patents, and we received a license to eighteeri@bEpson's patents relating to printing applaadi for the point of sale and banking
markets. In addition, we agreed to pay $900,008 raxyalty for the usage of certain Seiko Epsonrietdgy prior to January 1, 2003, which
we paid in full by January 2005. Under the agredmee continue to pay royalties on a quarterly basiated to the sales of licensed printers,
which is reflected in cost of sales.
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13. STOCK INCENTIVE PLANS AND WARRANTS

STOCK INCENTIVE PLANS. We currently have four prinyastock incentive plans: the 1996 Stock Plan, Wipicovides for the grant of
awards to officers and other key employees of the@any; the 1996 Directors' Stock Plan, which mesifor non-discretionary awards to
non-employee directors; the 2001 Employee Stock,Rl&ich provides for the grant of awards to keyplayees of the Company and other
non-employees who may provide services to the Campand the 2005 Equity Incentive Plan, which pded for awards to executives, key
employees, directors and consultants. The plansrgby provide for awards in the form of: (i) indase stock options, (i) non-qualified stock
options, (iii) restricted stock, (iv) restrictedek units, (v) stock appreciation rights or (viplted stock appreciation rights. However, the 2
Employee Stock Plan does not provide for incersgtoek option awards. Options granted under thesmgsphave exercise prices equal to 1
of the fair market value of the common stock atdhte of grant. Options granted have a ten-year g&rd generally vest over a three- to five-
year period, unless automatically acceleratedéaiatn defined events. Effective upon the approvahe 2005 Equity Incentive Plan on M
25, 2005, no new awards will be made under the B366k Plan, the 1996 Directors' Stock Plan or2b@l Employee Stock Plan. At
December 31, 2006, approximately 462,000 sharesrafmon stock remained available for issuance utéeP005 Equity Incentive Plan.

EMPLOYEE STOCK PURCHASE PLAN: In May 2000, our shlaolders approved the Employee Stock Purchase(fPeiESPP"), under
which 75,000 shares of our common stock were aMailfor issuance to employees beginning June 10.2800full-time employees were
eligible to participate in the ESPP at the begigraheach six-month period (the "Offering Period¥hich began on June 1 and December 1.
Eligible employees could elect to withhold up to 6%iheir salary to purchase shares of our comnbacksat a price equal to 85% of the fair
market value of the stock on the first or last dagach Offering Period, whichever is lower. ThePPSvas terminated on May 31, 2005. We
issued 2,690 and 3,706, shares of common stock tinel&SPP during 2005 and 2004, respectively. étdnber 31, 2006, no shares
remained available for issuance due to the termonatf the ESPP.

Under the assumptions indicated below, the weightestage fair value of stock option grants for tharyended December 31, 2006 and <
was $5.91 and $20.64, respectively. No fair valuassumptions have been disclosed for the yeadebdeember 31, 2005 as no stock op
grants were made during this period. The tablevbéhdicates the key assumptions used in the optadumation calculations for options
granted in the twelve months ended December 31§ 286 2004 and a discussion of our methodologddorloping each of the assumptions
used in the valuation model:

Year ended December Yea r ended December
31, 2006 31, 2004
Expected option term 5.2 years 8.9 years
Expected volatility 78.4% 81.5%
Risk-free interest rate 4.5% 3.6%
Dividend yield 0% 0%

Expected Option Term - This is the weighted averggy#od of time over which the options grantedexpected to remain outstanding giving
consideration to our historical exercise patte@tions granted have a maximum term of ten yeamsnérease in the expected term will
increase compensation expense.

Expected Volatility - The stock volatility for eaginant is measured using the weighted averagestirigal daily price changes of our
common stock over the most recent period approxipaual to the expected option term of the grAntincrease in the expected volatility
factor will increase compensation expense.

Risk-Free Interest Rate - This is the U.S. Treasaity in effect at the time of grant having a teqpproximately equal to the expected term of
the option. An increase in the risk-free interasé will increase compensation expense.

Dividend Yield - We have not made any dividend payts on our common stock, and we have no planaytaliidends in the foreseeable
future. An increase in the dividend yield will dease compensation expense.
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13. STOCK INCENTIVE PLANS AND WARRANTS (CONTINUED)

Prior to adopting the provisions of FAS 123R, weorgled estimated compensation expense for empkigek options based upon their
intrinsic value on the date of grant pursuant t®BA® and provided the required pro forma discloswfeFAS 123. Because we established
the exercise price based on the fair market valuweiocommon stock at the date of grant, the stitions had no intrinsic value upon grant,
and therefore no expense was recorded prior totedpPpAS 123R. We recorded compensation expenseeftricted stock at the fair value of
the stock at the date of grant, recognized ovesdheice period. Each accounting period, we regdtie potential dilutive impact of stock
options in our diluted earnings per common shaiegube treasury-stock method. Out-of-the-moneglstaptions (i.e., the average stock
price during the period was below the strike po€éhe stock option) were not included in dilutedréngs per common share as their effect
was anti-dilutive.

For purposes of pro forma disclosures under FASf@2the years ended December 31, 2005 and 2084stimated fair value of the share-
based awards was assumed to be amortized to expesisthe stock option's vesting periods. The prmnf effects of recognizing estimated
compensation expense under the fair value methatbimcome and net income per common share wedmdlaws:

Year ended Year ended
December 31, December 31,

2005 2004
(In thousands, except per sharedata) s e
Net income available to common shareholders:
Net income available to common shareholders, as reported $ 377 $5,236
Add: Stock-based compensation expense included
in reported net income, net of tax 315 205
Deduct: Stock-based compensation expense determi ned
under fair value based method for all awards, net
of tax (1,294) (390)
Pro forma net (loss) income available to common shareholders  $ (602) $5,051
Net (loss) income per common share:
Basic:
As reported $ 0.04 $0.55
Pro forma $ (0.06) $0.53
Diluted:
As reported $ 0.04 $0.51
Pro forma $ (0.06) $0.49

The fair values used to reflect the pro forma effed estimated share-based compensation expenset alcome and earnings per common
share for the years ended December 31, 2005 art2&@ estimated at the date of grant using thekB&choles option-pricing model.
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13. STOCK INCENTIVE PLANS AND WARRANTS (CONTINUED)

After the adoption of FAS 123R, we recognized conga¢ion expense associated with awards grantedJafte@ary 1, 2006, and the unvested
portion of previously granted restricted stock adgathat were outstanding as of January 1, 2008 irtondensed consolidated statement of
income for the year ended December 31, 2006. D@0@$, we recognized compensation expense, nevefsal of expense related to
forfeitures, of $111,000 for stock options and $800 for restricted stock, which was recorded inannsolidated statement of income. The
income tax benefits from share-based paymentsdedan the income statement totaled $204,000 f6628o compensation expense related
to stock options was recorded in 2005 and $458@@0mpensation expense related to restricted st@skrecorded in 2005. The following
table illustrates the impact of the adoption of FEZ3R on reported amounts:

Year ended December 3 1, 2006
Impact of
As FAS 1 23R

Reported Adopt ion
Operating income $6,088 $11 1
Income before income taxes 6,033 11 1
Net income 3,916 7 2

Net income per share:

Basic $0.41 $0.0 1
Diluted 0.40 0.0 1

For the year ended December 31, 2006, the adoptiBAS 123R resulted in tax benefits from stockiat exercised in the period being
classified as financing activities in the 2006 exta¢nt of cash flows. Shares that are issued upentisg of employee stock options are newly
issued shares and not issued from treasury stqubn the adoption of FAS 123R, we also reclassifiedunamortized restricted stock
compensation account of $1,837,000 against additipaid-in capital. This adjustment was appliechgsVIPA and, accordingly, has not been
reflected in the 2005 financial statements.
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TRANSACT TECHNOLOGIES INCORPORATED
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
13. STOCK INCENTIVE PLANS AND WARRANTS (CONTINUED)

The 1996 Stock Plan, 1996 Directors' Stock Plaf1ZBmployee Stock Plan and 2005 Equity Incentia Bption activity is summarized
below:

Year Ended December 31,

2006 2005 2004
Weighted Weighted Weighted
Average Average Average
Exercise Exercise Exercise
Shares Price Shares Price Shares Price

Outstanding at beginning of

period: 741,501 $6.10 813,664 $5.97 1,123,533 $4.50
Granted 115,000 8.83 - 52,750 26.81
Exercised (136,157) 5.05 (71,064) 455 (321,947) 4.28
Canceled (13,000) 10.62 (1,099) 3.93 (40,672) 5.74
Outstanding at end of period 707,344 $6.67 741,501 $6.10 813,664 $5.97

Options exercisable at end of
Period 602,344 $6.29 741,501 $6.10 458,382 $4.67

Options Outst anding
---------------------------------------- Options Exercisable
Weighted-  ------------mm-mmmmmomee
Weighte d- Average Weighted-
Outstanding at  Averag e Remaining Exercisable at Average
December 31, Exerci se Contractual December 31, Exercise
Range of Exercise Prices 2006 Price Life 2006 Price
(In years)
$2.00-$5.00 423,469 $3.7 0 5.0 423,469 $3.70
5.01- 7.50 115,875 6.5 3 43 115,875 6.53
7.51 - 10.00 118,750 8.7 4 8.2 13,750 8.09
10.01 - 25.00 13,500 16.5 0 5.2 13,500 16.50
25.01 - 35.00 35,750 31.6 6 7.2 35,750 31.66
707,344 6.6 7 5.6 602,344 6.29

At December 31, 2006, outstanding stock optiontheend of the year had an intrinsic value of $2,080. At December 31, 2006,
outstanding stock options that are vested or erpeict vest were 658,603 at a weighted average isggodce of $6.67. In addition,
outstanding stock options that are vested or ergetct vest had an intrinsic value of $2,042,000aitveighted average remaining
contractual life of 4.0 years. As of December JIQ&, unrecognized compensation cost related td sfpiions totaled $509,000, which is
expected to be recognized over a weighted averagedpof 4.1 years.

At December 31, 2006, exercisable stock optionsamaithtrinsic value of $2,159,000 with a weightegrage remaining contractual life of .
years. In addition, exercisable stock options #natvested or expected to vest were 556,417 andradrinsic value of $2,022,000 a
weighted average exercise price of $6.29.

The total intrinsic value of stock options exerdiseas $825,000 for the year ended December 31,. 2006tock options vested during the
year ended December 31, 20

Cash received from stock option exercises for tar gnded December 31, 2006 was $687,000.
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13. STOCK INCENTIVE PLANS AND WARRANTS (CONTINUED)

RESTRICTED STOCK: Under the 1996 Stock Plan, 206tbByee Stock Plan and 2005 Equity Incentive Rlahave granted shares of
restricted common stock, for no consideration,upafficers, directors and certain key employeesstRcted stock activity for the 1996 Stock
Plan, 2001 Employee Stock Plan and 2005 Equitynitiee Plan is summarized below:

Weight ed
Average G rant
Date Fa ir
Value s
Nonvested shares at December 31, 2005 $12.2 3
Granted 13.7 8
Vested 12.7 8
Canceled 12.6 4
Nonvested shares at December 31, 2006 12.2 2
Year En ded December 31,
2006 2005 2004
Nonvested shares at beginning of period 187,550 79,500 16,999
Granted 15,000 125,400 81,000
Vested (36,684) (17,100) (15,499)
Canceled (11,750) (250) (3,000)
Nonvested shares at end of period 154,116 187,550 79,500

As of December 31, 2006, unrecognized compensatistirelated to restricted stock totaled $1,426,080ch is expected to be recognized
over a weighted average period of 3.1 years. Tta¢ itctrinsic value of restricted stock that vestienling the twelve months ended December
31, 2006 was $338,000.

14. STOCKHOLDER RIGHTS PLAN

In December 1997, our Board of Directors adopt&tdozkholder Rights Plan declaring a distributioroné right (the "Rights") for each
outstanding share of our common stock to sharehluferecord at December 15, 1997. Initially, eatthe Rights will entitle the registered
holder to purchase from the Company one one-thalikaf a share of Series A Preferred Stock, $0dilvplue, at a price of $69 per one
one-thousandth of a share. The Rights, howevelrnailbecome exercisable unless and until, amohgrdahings, any person or group of
affiliated persons acquires beneficial ownershifg®percent or more of the then outstanding shafrédee Company's Common Stock. If a
person, or group of persons, acquires 15 percemboe of the outstanding Common Stock of the Comganbject to certain conditions and
exceptions more fully described in the Rights Agneat), each Right will entitle the holder (otheantthe person, or group of persons, who
acquired 15 percent or more of the outstanding Com8tock) to purchase Preferred Stock of the Companing a market value equal to
twice the exercise price of the Right. The Rightsr@deemable, under certain circumstances, f@08Q. per Right and will expire, unless
earlier redeemed, on December 2, 2007.

On February 16, 1999, we amended the Stockholdgrt&®Plan to remove the provision in the plan shiaulated that the plan may be
modified or redeemed only by those members of thar® of Directors who are defined as continuingdciirs.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

15. INCOME TAXES

The components of the income tax provision (benefi as follows:

Year Ended Decembe r31,
(In thousands) 2006 2005 2004
Current:
Federal $952 $ 7 $ 2,077
State 41 68 216
Foreign 541 525 306
1,534 600 2,599
Deferred:
Federal 552 (634) 363
State 31 (14) 17
Foreign - - -
583 (648) 380
Income tax provision (benefit) $2,117 $ (48) $ 2,979

At December 31, 2006, we have $1,599,000 of set®mperating loss carryforwards that begin to expir2009, and no federal net operating
loss carryforwards. We also have approximately $12®in federal research and development tax ceadifforwards that begin to expire in
2011 and foreign tax credit carryforwards of apma¢ely $401,000 that begin to expire in 2011. Veid foreign income before taxes of
$1,813,000, $1,833,000 and $1,084,000 in 2006, 20052004, respectively.

Deferred income taxes arise from temporary diffeesrbetween the tax basis of assets and liabisitidsheir reported amounts in the
financial statements. Our gross deferred tax assetdiabilities were comprised of the following:

Decembe r31,
(In thousands) 2006 2005
Gross deferred tax assets:
Net operating losses $ 47 $ 67
Accrued restructuring expenses 116 418
Capitalized research and development 574 790
Inventory reserves 702 800
Deferred revenue 100 165
Warranty reserve 223 238
Foreign tax and other credits 615 927
Other liabilities and reserves 516 591
2,893 3,996
Valuation allowance (64) (207)
Net deferred tax assets 2,829 3,789
Gross deferred tax liabilities:
Depreciation 12 401
Other 108 96
Net deferred tax liabilities 120 497
Net deferred tax assets $2,709 $3,292



TRANSACT TECHNOLOGIES INCORPORATED
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

15. INCOME TAXES (CONTINUED)

During 2006 and 2005, we recorded a valuation alove of $64,000 and $207,000 on a portion of owido tax credits, research and
development credits and certain state net operiasgcarryforwards. We have determined thatrtdse likely than not that the remaining
deferred tax assets will be realized, and no aafthilivaluation allowance is considered necessargf ®ecember 31, 2006 and 2005.

Differences between the U.S. statutory federalnimedax rate and our effective income tax rate aedyaed below:

Y ear Ended December 31,

2006 2005 2004

Federal statutory tax rate 34.0% 34.0% 34.0%
State income taxes, net of federal income taxes 1.1 (9.1) 1.0
Tax benefit from tax credits, net of valuation
allowance (0.7) (17.5) (0.8)
Foreign rate differential - 94 (0.7)
Valuation allowance and tax accruals 04 @417) --
Permanent items 06 130 --
Other 0.3) (2.7) 18
Effective tax rate 35.1% (14.6%) 35.3%

16. EARNINGS PER SHARE

For the years ended December 31, 2006, 2005 ard] 28énings per share were computed as followth@nsands, except per share
amounts):

Year Ended December 31,

Net income $3,916 $ 377 $5,458
Dividends and accretion on preferred stock -- - (111)
Earnings allocation to preferred shareholders -- - (111)
Net income available to common shareholders $3,916 $ 377 $5,236
Shares:

Basic: Weighted average common shares outstandin g 9,577 9,849 9,593

Add: Dilutive effect of outstanding options and

warrants as determined by the treasury stock method 293 314 638

Diluted: Weighted average common and common
equivalent shares outstanding
9,870 10,163 10,231

Net income per common share:
Basic $041 $ 0.04 $ 055
Diluted 0.40 0.04 051

For the years ended December 31, 2006 and 20Cntrdly dilutive shares that were excluded from #arnings per share calculation,
consisting of out-of-the-money stock options andrats, were 101,750 and 52,250 shares, respsactivel
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17. PREFERRED STOCK

On April 7, 2000 we sold 4,000 shares of 7% SeBi€umulative Convertible Redeemable Preferred Sk "Preferred Stock") in
consideration of $1,000 per share (the "Stated &aldor a total of $4,000,000, less issuance cddie holders of the Preferred Stock were
entitled to receive a cumulative annual dividen&o® per share, payable quarterly and had preferenany other dividends, if any, paid by
the Company. In April 2004, all shareholders of Series B Preferred Stock converted all their preteshares into common stock. Pursuant
to the conversion, a total of 666,665 new shareoonfmon stock were issued. We recorded the costgidtering and issuing these shares as
a deduction to Additional Paid-In Capital.

18. STOCK REPURCHASE PROGRAM

On March 25, 2005, our Board of Directors approaedock repurchase program ("the Stock Repurchaggd"). Under the Stock
Repurchase Program, we are authorized to repurchese$10 million of our outstanding shares of aoon stock from time to time in the
open market over a three-year period ending on Masg; 2008, depending on market conditions, shace pnd other factors. As of
December 31, 2006, we repurchased a total of 801sBares of common stock for approximately $6,4%2@hder this program, at an
average price of $8.10 per share. We use the cetbionh to account for treasury stock purchases,rumidieh the price paid for the stock is
charged to the treasury stock account.

19. INTERNATIONAL OPERATIONS

We have foreign operations primarily from TransAethnologies Ltd., a whollgwned subsidiary in the United Kingdom, which hats tc
its customers of approximately $2,722,000, $2,181 #And $1,000,000 in 2006, 2005 and 2004, respdygtiVangible assets at foreign
locations are not material. We had sales from thiteld States to our customers outside of the UrStaties of approximately $11,416,000,
$10,137,000 and $5,423,000 in 2006, 2005 and 2@8pectively. International sales do not includessaf printers made to domestic
distributors or other domestic customers who in may ship those printers to international desitbmat

20. QUARTERLY RESULTS OF OPERATIONS (UNAUDITED)
Our quarterly results of operations for 2006 and=2ére as follows:

Quarter Ended

(In thousands, except per share amounts) March 31 June 30 September 30 December 31
2006:
Net sales $16,434 $16,905  $15,276 $15,713
Gross profit 5,687 5,746 5,438 5,494
Net income 1,057 857 1,019 983
Net income per share:
Basic 0.11 0.09 0.11 0.10
Diluted 0.11 0.09 0.10 0.10
March 31 June 30 September 30 December 31
2005:
Net sales $12,036 $12,346  $14,210 $12,499
Gross profit 3,677 4,254 4,576 3,083
Net income (loss) 163 267 674 (727)
Net income (loss) per share:
Basic 0.02 0.03 0.07 (0.08)
Diluted 0.02 0.03 0.07 (0.08)
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Schedule Il
Valuation and Qualifying Accounts
(Amounts in thousands)

Balan ce at Balance at
Beginn ing of Write-offs, net  End of
Description Per iod Provision of recoveries  Period

Valuation account for accounts receivable:

Year ended December 31, 2006 $ 240 $-- $ (36) $ 204
Year ended December 31, 2005 $ 175 $68 $ (3) $ 240
Year ended December 31, 2004 $ 100 $73 $ 2 $ 175
Valuation account for inventories:

Year ended December 31, 2006 $2, 165 $266 $(531) $1,900
Year ended December 31, 2005 $2, 010 $995 $(840) $2,165
Year ended December 31, 2004 $1, 950 $148 $ (88) $2,010
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND FINANCIAL DISCLOSURE.
None.
ITEM 9A. CONTROLS AND PROCEDURES

Attached as exhibits to this Form 10-K are cetdificns of our Chief Executive Officer (CEQO) and €ftrinancial Officer (CFO), which are
required in accordance with Rule 13a-14 of the 8tes Exchange Act of 1934, as amended (the Exghdyct). This "Controls and
Procedures" section includes information concertiirggcontrols and controls evaluation referredhtthe certifications. Part I, Item 8 of this
Form 10-K sets forth the report of Pricewaterhoussiers LLP, our independent registered public attiog firm, regarding its audit of
TransAct's internal control over financial repogtias of December 31, 2006 and of management'ssassesof internal control over financial
reporting as of December 31, 2006 set forth belothis section. This section should be read inwetjon with the CEO and CFO
certifications and the PricewaterhouseCoopers ldg@nt for a more complete understanding of theckopresented.

EVALUATION OF DISCLOSURE CONTROLS AND PROCEDURES

We conducted an evaluation of the effectivenesh@fiesign and operation of our "disclosure costanid procedures” ("Disclosure
Controls") for the period covered by this FormK.OFhe controls evaluation was conducted undestlpervision and with the participation
management, including our CEO and CFO. Disclosunat@ls are controls and procedures designed sonadoly assure that information
required to be disclosed in our reports filed urttierExchange Act, such as this Form 10-K, is @@ty processed, summarized and reported
within the time periods specified in the U.S. Sé@@s and Exchange Commission's (SEC's) rules amdd. Disclosure Controls are also
designed to reasonably assure that such informegiaocumulated and communicated to our managemnehiding the CEO and CFO, as
appropriate to allow timely decisions regardinguiegd disclosure. Our quarterly evaluation of Distire Controls includes an evaluation of
some components of our internal control over fin@nmeporting, and internal control over finanai@porting is also separately evaluated o
annual basis for purposes of providing the managéneport which is set forth below.

The evaluation of our Disclosure Controls inclu@eetview of the controls' objectives and desiga,dbmpany's implementation of the
controls and the effect of the controls on therimfation generated for use in this Form 10-K. Indbarse of the controls evaluation, we
review data errors, control problems or acts aidraf any, and seek to confirm that appropriateextive actions, including process
improvements, are being undertaken. This type afuation is performed on a quarterly basis sotthetonclusions of management,
including the CEO and CFO, concerning the effectidss of the Disclosure Controls can be reportediiperiodic reports on Form 10-Q and
Form 10-K. Many of the components of our DisclosGmntrols are also evaluated on an ongoing baspebsonnel in our finance
organization. The overall goals of these varioususation activities are to monitor our Disclosuren@ols, and to modify them as necessary.
Our intent is to maintain the Disclosure Contragiginamic systems that change as conditions warrant

Based upon the evaluation of the controls, our @B@ CFO have concluded that, as of the end ofehegcovered by this Form 10-K, our
Disclosure Controls were effective to provide remdile assurance that information required to belalied in our Exchange Act reports is
recorded, processed, summarized and reported withitime periods specified by the SEC, and thderia information relating to TransAct
and our consolidated subsidiaries is made knownaonagement, including the CEO and CFO, particulduiyng the period when our
periodic reports are being prepared.

CHANGES IN INTERNAL CONTROL OVER FINANCIAL REPORTIN G

The implementation of our new accounting systermpuleted effective January 8, 2007, required usddify and add certain internal
controls and processes and procedures. Othervasghange in our internal control over financialogmg (as defined in Rules 13a-15(f) and
15d-15(f) under the Exchange Act) occurred durhrggthree months ended December 31, 2006 that hasiatlg affected, or is reasonably
likely to materially affect, our internal controber financial reporting.

MANAGEMENT'S REPORT ON INTERNAL CONTROL OVER FINANC |AL REPORTING

Our management is responsible for establishingnaaidtaining adequate internal control over finah@aorting to provide reasonable
assurance regarding the reliability of our finahoégorting and the preparation of financial stagets for external purposes in accordance
with generally accepted accounting principles.imaécontrol over financial reporting includes thgmlicies and procedures that (i) pertain to
the maintenance of records that in reasonablel detairately and fairly reflect the transactiond dispositions of the assets of the company;
(i) provide reasonable assurance that transactiomsecorded as necessary to permit preparatifinasfcial statements in accordance with
generally accepted accounting principles, andrdwipts and expenditures of the company are bmadg only in accordance with
authorizations of management and directors of timepany; and (iii) provide reasonable assurancerdaggprevention or timely detection of
unauthorized acquisition, use or disposition of¢cbmpany's assets that could have a material effettie financial statements.
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Management assessed our internal control overdiahreporting as of December 31, 2006. Managerbaséd its assessment on criteria
established in Internal Control-Integrated Framédwssued by the Committee of Sponsoring Organinatiaf the Treadway Commission
(COSO0).

Based on our assessment, management has condhadeait internal control over financial reportingsweffective as of December 31, 2006
based on the COSO criteria identified above, toigereasonable assurance regarding the reliabilifynancial reporting and the preparat
of financial statements for external reporting msgs in accordance with generally accepted aceauptinciples.

Our management's assessment of the effectivendlse Gompany's internal control over financial mjpg as of December 31, 2006 has t
audited by PricewaterhouseCoopers LLP, an indepgmdgistered public accounting firm, as stateth@&ir report which appears herein.

INHERENT LIMITATIONS ON EFFECTIVENESS OF CONTROLS

A control system, no matter how well designed aperated, can provide only reasonable, not absastirance that the control system's
objectives will be met. The design of a controlteys must reflect the fact that there are resounosteaints, and the benefits of controls must
be considered relative to their costs. Furtherabse of the inherent limitations in all control teyss, no evaluation of controls can provide
absolute assurance that misstatements due toogrfigud will not occur or that all control issuesd instances of fraud, if any, within the
company have been detected.

These inherent limitations include the realitiest fludgments in decision-making can be faulty drad breakdowns can occur because of
simple errors or mistakes. Controls can also bminivented by the individual acts of some persopgadtiusion of two or more people, or by
management override of the controls. The desigamgfsystem of controls is based in part on cegagumptions about the likelihood of
future events, and there can be no assurancerthatesign will succeed in achieving its stated gamlder all potential future conditions.
Projections of any evaluation of controls effectigss to future periods are subject to risks. Qweg,tcontrols may become inadequate
because of changes in conditions or deterioratidghe degree of compliance with policies or procedu

PART IlI
ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE RE GISTRANT

The information in response to this item is incogted by reference from the Proxy Statement sexgoritled "Election of Directors" and
"Executive Officers."

ITEM 11. EXECUTIVE COMPENSATION

The information in response to this item is incagted by reference from the Proxy Statement sextoiitied "Executive Compensation and
Certain Transactions" and "Compensation Discusai@hAnalysis."

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

The information contained in "Security OwnershipGartain Beneficial Owners and Management" of thexy Statement is hereby
incorporated herein by reference.
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Information regarding our equity compensation plas®f December 31, 2006 is as follows:

(©

Number of securiti es
remaining availab le
a) (b) for future issuan ce
Number of securities Weighted average under equity
to be is sued upon exercise price of compensation pla ns
exerc ise of outstanding  (excluding securit ies
outstandin g options, options, warrants reflected in colu mn
Plan category warrants and rights and rights @)
Equity compensation plans approved by
security holders:
1996 Stock Plan 472 ,278 $2.95
1996 Non-Employee Director Plan 176 ,250 10.91 -
2005 Equity Incentive Plan 135 ,000 6.86 462,000
Total 783 ,528 $5.42 462,000
Equity compensation plans not approved
by security holders:
2001 Employee Stock Plan 77 ,932 $6.03
861 ,460 $ 5.47 462,000

The TransAct Technologies Incorporated 2001 Empdy®ck Plan (the "2001 Employee Plan") was adopyeaur Board of Directors,
without approval of our security holders, effectiebruary 26, 2001. Under the 2001 Employee Plamay issue non-qualified stock
options, shares of restricted stock, restrictedsuniacquire shares of common stock, stock apgtienirights and limited stock appreciation
rights to key employees of TransAct or any of aurssdiaries and to non-employees who provide sesvic TransAct or any of our
subsidiaries. The 2001 Employee Plan is adminidtbyeour Compensation Committee, which has theaityhto determine the vesting
period and other similar restrictions and termawérds, provided that the exercise price of optgmasted under the plan may not be less
the fair market value of the underlying shareshmndate of grant.

In May 2005, our shareholders approved the adoptiche 2005 Equity Incentive Plan. No new awardtlve available for future issuance
under any existing TransAct equity plan other tten2005 Equity Incentive Plan.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS.

The information contained in "Certain Relationshépsl Related Transactions” of the Proxy Statenseimeieby incorporated herein by
reference.

ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES.

The information contained in "Independent Registd?ablic Accounting Firm's Fees" of the Proxy Stegat is herby incorporated herein by
reference.
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PART IV

ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

THE FOLLOWING FINANCIAL STATEMENTS AND EXHIBITS ARE

REPORT:

(i) Financial statements

(i) Financial statement schedules

All other schedules are omitted since the requiméatmation is either (a) not present or not présemmounts sufficient to require

See Item 8.

submission of the schedule or (b) included in tharfcial statements or notes thereto.

(iii) List of exhibits
3.1(a) Certificate of Incorporation of TransAct
"Company"), filed with the Secretary of S

3.1(b) Certificate of Amendment of Certificate o
the Secretary of State of Delaware on Jun

3.1(c) Certificate of Designation, Series A Pref
State of Delaware on December 2, 1997.

3.1(d) Certificate of Designation, Series B Pref
State of Delaware on April 6, 2000.

3.2 Amended and Restated By-laws of the Compa
4.1 Specimen Common Stock Certificate.

4.2 Amended and Restated Rights Agreement bet
Trust Company dated February 16, 1998.

10.1(x) 1996 Stock Plan, effective July 30, 1996.
10.2(x) Non-Employee Directors' Stock Plan, effec
10.3(x) 2001 Employee Stock Plan.

10.4(x) 2005 Equity Incentive Plan

10.5(x) Employment Agreement, dated July 31, 1996
Shuldman.

10.6(x) Severance Agreement by and between TransA
1996.

10.7(x) Severance Agreement by and between TransA
2004.

10.8 Lease Agreement by and between Bomax Prop
1992.

10.9  Second Amendment to Lease Agreement by an
December 2, 1996.

10.10 Agreement regarding the Continuation and
Properties, LLC and TransAct, dated July

10.11 Lease Agreement by and between Pyramid Co
30, 1997.

10.12 Lease Addendum by and between Wallingford
Pyramid Construction Company) and TransAc

10.13 Lease Agreement by and between Las Vegas
December 2, 2004.

Technologies Incorporated ("TransAct" or the (2)
tate of Delaware on June 17, 1996.

f Incorporation of the Company, filed with  (4)
e 4,1997.

erred Stock, filed with the Secretary of (5)

erred Stock, filed with the Secretary of (8)

ny. (6)
)

ween TransAct and American Stock Transfer &  (5)

©)

tive August 22, 1996. 3)
9)
(14

, by and between TransAct and Bart C. 2)

ct and Michael S. Kumpf, dated September 4, (3)
ct and Steven A. DeMartino, dated June 1, (13
erties and Ithaca, dated as of March 23, 2)

d between Bomax Properties and Ithaca, dated (4)
Renewal of Lease by and between Bomax (11
18, 2001.

nstruction Company and Magnetec, dated July  (4)
Warehouse LLC (successor in interest to (2)

t dated November 28, 2006.

Airport Properties LLC and TransAct dated (13
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10.14 Lease Agreement by and between 2319 Hamde
November 27, 2006.

10.15 OEM Purchase Agreement by and between GTE
Corporation commencing July 14, 1999. (Pu
the Company has requested confidential tr
from the filed copy.)

10.16 OEM Purchase Agreement by and between GTE
2, 2002. (Pursuant to Rule 24-b-2 under t
confidential treatment of portions of thi

10.17 Amendment to OEM Purchase Agreement by an
dated February 17, 2006. (Pursuant to Rul
has requested confidential treatment of p
filed copy.)

10.18 Amended and Restated Revolving Credit and
Banknorth, N.A. dated November 28, 2006

10.19 License Agreement between Seiko Epson Cor
(Pursuant to Rule 24b-2 under the Exchang
treatment of portions of this exhibit del

23.1  Consent of PricewaterhouseCoopers LLP.

31.1 Certification of Chief Executive Officer
Act of 2002

31.2 Certification of Chief Financial Officer
Act of 2002

32.1  Certification of Chief Executive Officer
pursuant to Section 906 of the Sarbanes-O

32.2  Certification of Chief Financial Officer
pursuant to Section 906 of the Sarbanes-O

n Center I, L.L.C. and TransAct dated (1)

CH Corporation, TransAct and Magnetec (@)
rsuant to Rule 24-b-2 under the Exchange Act,
eatment of portions of this exhibit deleted

CH Corporation and TransAct commencing July (10
he Exchange Act, the Company has requested

s exhibit deleted from the filed copy.)

d between GTECH Corporation and TransAct, (15

e 24-b-2 under the Exchange Act, the Company
ortions of this exhibit deleted from the

Security Agreement between TransActand TD (1)

poration and TransAct dated May 17, 2004 (12
e Act, the Company has requested confidential
eted from the filed copy.)

@D

pursuant to Section 302 of the Sarbanes-Oxley (1)

pursuant to Section 302 of the Sarbanes-Oxley (1)

pursuant to 18 U.S.C. Section 1350 as adopted (1)
xley Act of 2002

pursuant to 18 U.S.C. Section 1350 as adopted (1)
xley Act of 2002

56



(1) These exhibits are filed herewith.

(2) These exhibits, which were previously filedlwihe Company's Registration Statement on Forn{l$61333-06895), are incorporated by
reference.

(3) These exhibits, which were previously filediwihe Company's Quarterly Report on Form 10-QHergeriod ended September 30, 1996
(Commission File No. 000-21121), are incorporatededference.

(4) These exhibits, which were previously filediwihe Company's Annual Report on Form 10-K fontbar ended December 31, 1997
(Commission File No. 000-21121), are incorporateddference.

(5) These exhibits, which were previously filediwihe Company's Current Report on Form 8-K fileraary 18, 1999 (Commission File
No. 00(-21121), are incorporated by reference.

(6) This exhibit, which was previously filed withe Company's Annual Report on Form 10-K for the yemled December 31, 1998
(Commission File No. 000-21121), is incorporatedéfgrence.

(7) This exhibit, which was previously filed withe Company's Quarterly Report on Form 10-Q forpineod ended September 25, 1999
(Commission File No. 000-21121), is incorporatedéfgrence.

(8) These exhibits, which were previously filedlwihe Company's Quarterly Report on Form 10-QHerpgeriod ended March 25, 2000, are
incorporated by reference.

(9) This exhibit, which was previously filed withea Company's Registration Statement on Form S-83Bl®-59570), is incorporated by
reference.

(10) This exhibit, which was previously filed withe Company's Quarterly Report on Form 10-Q forpieod ended June 30, 2002, is
incorporated by reference.

(11) This exhibit, which was previously filed withe Company's Quarterly Report on Form 10-Q forpthiéod ended June 30, 2003, is
incorporated by reference.

(12) This exhibit, which was previously filed withe Company's Quarterly Report on Form 10-Q forpieod ended June 30, 2004, is
incorporated by reference.

(13) These exhibits, which were previously filediwihe Company's Annual Report on Form 10-K forytbar ended December 31, 2004, are
incorporated by reference.

(14) This exhibit, which was previously filed withe Company's Current Report on Form 8-K filed Jun2005 (Commission File No. 000-
21121), is incorporated by reference.

(15) These exhibits, which were previously filediwihe Company's Annual Report on Form 10-K forytbar ended December 31, 2005, are
incorporated by reference.

(x) Management contract or compensatory plan @ngement required to be filed pursuant to Item)14(c

57



SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the regiigthas duly caused this report to be
signed on its behalf by the undersigned, theredatp authorized.

TRANSACT TECHNOLOGIES INCORPORATED

By: /s/ Bart C. Shul dman

Name: Bart C. Shul dman

Title: Chairman of the Board, President
and Chi ef Executive Oficer

Date: March 15, 2007

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bélpthe following persons on behalf of
the registrant and in the capacities and on thesdatlicated.

Signature

/s/ Bart C. Shuldman

Bart C. Shuldman

sl Steven A. DeMartino

Steven A. DeMartino

/sl Charles A. Dill

Charles A. Dill

/sl Thomas R. Schwarz

Thomas R. Schwarz

/sl Graham Y. Tanaka

Graham Y. Tanaka

Title Date
Chairman of the Board, President and March 15, 2007
Chief Execu tive Officer
(Principal Executive Officer)
Executive V ice President, Chief Financial March 15, 2007
Officer, Tr easurer and Secretary
(Principal Financial and Accounting Officer)
Director March 15, 2007
Director March 15, 2007
Director March 15, 2007
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EXHIBIT LIST

The following exhibits are filed herewith.

Exhibit

10.12 Lease Addendum by and between Wallingford
interest to Pyramid Construction Company)
28, 2006.

10.14 Lease Agreement by and between 2319 Hamde
TransAct dated November 27, 2006.

10.18 Amended and Restated Revolving Credit and
TransAct and TD Banknorth, N.A. dated Nov

23.1  Consent of PricewaterhouseCoopers LLP

31.1 Certification of Chief Executive Officer
the Sarbanes-Oxley Act of 2002

31.2 Certification of Chief Financial Officer
the Sarbanes-Oxley Act of 2002

32.1 Certification of Chief Executive Officer
1350 as adopted pursuant to Section 906 o
2002

32.2 Certification of Chief Financial Officer

1350 as adopted pursuant to Section 906 o
2002
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Exhibit 10.12
LEASE ADDENDUM

This Agreement, made this 26th day of Septembe6 2§0and between WALLINGFORD WAREHOUSE LLC (herdieareferred to as
"Landlord") and MAGNETEC CORP. (hereinafter referte as "Tenant");

WITNESS THAT:

Whereas, the parties hereto have heretofore enitgieed "Lease of Industrial Property” AgreemertedaJuly 30, 1997, whereby Landlord
(successor in interest to (Pyramid Construction gamy) leased to Tenant approximately 49,068 sdf@atevith an expiration date of March
31, 2008; and

Whereas, Tenant desires to terminate its busiresstons at the location covered by the Leasd@edncel and terminate its obligations
rights hereunder; and whereas also:

Landlord desires to cancel and terminate the Laas# the close of business April 30, 2007;
Now therefore, Landlord and Tenant agree as folic

1. Article 1 (e) "Expiration Date" Is hereby amedde April 30, 2007 and the Lease Agreement (inclgdhe Lease Agreement Riders
"Option to Renew #1" and "Option to Renew #2") shaldeemed expired as of the close of businest 2@r2007.

2. Tenant shall vacate and surrender the prenoseartdiord by delivering all keys to Pyramid Constion Group LLC, 275 North Franklin
Turnpike, Ramsey, NJ 07446.

3. Tenant will leave the premises in a broom cleamdition, all fixtures can be left at Tenant'siopt
4. The payment due Landlord for the unamortizedigoiof the $350,000.00 office expansion will bdweed by $75,000.00.

All other terms and conditions of the Lease of Istdal Property will remain in full force and eftec

WALLI NGFORD WAREHOUSE LLC MAGNETEC, CORP.
/sl WlliamJ. Col eman /sl Steven A. DeMartino
WlliamJ. Col eman Steven A DeMartino

Date: 11/28/06

/s/ Bart C. Shul dman

Bart C. Shul dman
Date: 11/27/06



Exhibit 10.14

BASIC LEASE INFORMATION

DATE: November 27, 2006

LANDLORD: 2319 HAMDEN CENTER |, L.L.C.
TENANT: TRANSACT TECHNOLOGIES INCorpor
BUILDING: One Hamden Center

2319 Whitney Avenue
Hamden, CT 06518

PREMISES: ONE HAMDEN CENTER
2319 WHITNEY AVENUE, SUITE 3-B
HAMDEN, CONNECTICUT

USE: General Office Use
LEASE TERM: One Hundred and Twenty (120) m

COMMENCEMENT DATE: Later of April 23, or date of
Tenant Improvements (See Lease

BASE RENT: Month Monthly Rent Annual
1-24  $11,666.67 $140,0
25-48 $13,500.00 $162,0
49-60 $17,073.96 $204,8
61-72 $17,996.88 $215,9
73-96 $18,919.79 $227,0
97-120 $19,611.98 $235,3

BASE YEAR: 2007

TENANT'S PERCENTAGE
SHARE: 9.86%

SECURITY DEPOSIT: $ NONE

BROKERS: CB Richard Ellis- NE Partners,
Realtors

CONTRACT MANAGER: MCR Property Management, Inc.

ADDRESS FOR NOTICES: LANDLORD: One Hamden Center

2319 Whitney Avenue,
Hamden, Connecticut

TENANT: 7 Laser Lane
Wallingford, CT 0649

TENANT IMPROVEMENTS: See Lease Section 7(b) $276,87

EXHIBITS: Exhibits A, A-1, B, B-1, B-2,

INITIALS:

LANDLORD

ated

(11,075 RSF)

onths

"Substantial Completion" of
Section 2)

L.P. and Press Cuozzo

Suite 1A
06518

2
5.00 maximum allowance

C,D,E, F,and G

TENANT



THIS LEASE, which is effective as of the date setH in the Basic Lease Information, is entered iy Landlord and Tenant, as set forth in
the Basic Lease Information. Terms which are chpéd in this Lease and are not expressly defirerdih shall have the meanings set fort
the Basic Lease Information.

1. PREMISES. Landlord leases to Tenant, and Tdeasées from Landlord, the Premises described iB#%éc Lease Information, which
Premises are more particularly shown on Exhibitoyether with the right in common to use the Comrogas of the Building and the land
(as described on Exhibit A} upon which the Building is located (the "Prog&riThe Common Areas shall mean the areas andtfesiWithin
the Building and the Property provided and desieghéty Landlord for the general use, conveniendeeaefit of Tenant and other tenants and
occupants of the Building, (including, without lit@iion, common entrances and hallways, restroaash tisposal facilities, janitorial,
telephone and electrical closets and landscapirtiigwidne parking garage, other unreserved parkiegsa and drives).

Subject to prior rights of existing tenants as muagticularly set forth on Exhibit E, Tenant shadlve a right of first offer to lease additional
adjacent space on the third floor of the buildingvhich the Premises are located on the same t&srherein provided, except that any Tel
Improvement allowance shall be prorated at thedb$2.50 per rentable square foot for each fasteyear of the remaining portion of the
Initial Term of this Lease. Said right of first effshall be exercised by Tenant's written noticiésahtent to enter negotiations, which notice
shall be sent to Landlord not more than ten (1§sdallowing receipt of Landlord's written notiog Tenant of the availability of such space.
In furtherance of the intention of this provisidmndlord shall have a duty to give notice of thaikbility of such space whenever the same
shall become available during the term of the Lease

2. TERM. The Lease Term shall commence on the Camement Date (as set forth in the Basic Leasenmdition) and, unless terminated
an earlier date in accordance with the terms afltease, shall extend for the period (i.e., Leasen} specified in the Basic Lease
Information, together with the Option Period asgsafter defined if the Tenant has properly exedtigs option to extent the Lease Term.
purposes of determining the Commencement Dateaethe"Substantial Completion” shall mean the datevhich: (i)Landlord's work is
"complete" as defined in the Workletter attachegktueas Exhibit B-1, (i) Landlord has deliveredetificate of occupancy for the Premises
to the Tenant, and (iii) Landlord delivers exclespossession of the Premises in good and operaiimdjtion. Any delay in Substantial
Completion due to Tenant delays shall not affeetdbtermination of the Commencement Date, providediever, Tenant shall be obligated
to reimburse Landlord for lost Base Rent for eaap of such delay. Payment of any lost Base Rertisbanade to Landlord within ten (10)
business days of hilling.

Provided Tenant has delivered to Landlord evideridbe insurance required under subsection 13(loyband all necessary permits, Tenant
shall have the right to enter upon the Premisemduhne 14 day period prior to the CommencemeneBatthe purpose of furniture setup,
phone system installation, data cabling, and te Kny such entry shall be made in a manner whitlimot interfere with the performance
Landlord's Work, and upon any reasonable conditigyrosed by Landlord.

Promptly following the Commencement Date, Landlandl Tenant shall execute a Commencement Date iCateiiconfirming the actual
Commencement Date.

Provided Tenant has delivered the Space Plan &sided in Exhibit Bt) by December 8, 2006, if the Commencement Dagenbtioccurre:

by June 9, 2007 (the "Rent Credit Date"), then Tieshall be entitled to a credit against Rent etpi#he amount of Base Rent payable for
one (1) day for each two (2) days between the Readiit Date and the Commencement Date. The Rewlit@ate shall be extended on a
day-for-day basis for each day of Tenant Delayhéf Commencement Date has not occurred by Aprie@37, then beginning on April 24,
2007, Landlord agrees to provide Tenant with terapospace located on the fourth floor of the Buidio use and occupy pending
occurrence of the Commencement Date. Such tempprangises shall consist of at least 6,000 squateofespace and shall be reasonably
sufficient in all respects for Tenant to use ancupy for its business purposes. Tenant's use angaacy of the temporary space shall be on
the terms and conditions of this Lease, except Atestzall not have any obligation to pay any Rerdry other use or occupancy fee, or to
reimburse Landlord for any costs or expenses ngdt the temporary space; however, Tenant shabledy responsible for all costs of
electric and data/telephone/communication sengcggplied to the



temporary space. Tenant's right to occupy the teampspace shall terminate on the 10th businesdalaying the Commencement Date,
and any occupancy thereafter shall be at the f&2®O00 per square foot for each day of occupam@gdition to and not in substitution for
the applicable charges for the Premises.

3. RENT. As used in this Lease, the term "Rentllshelude:(i) the Base Rent;

(il) Tenant's Percentage Share of the total dallerease, if any, in the Operating Costs paid ouiired by Landlord during the calendar year
over the Operating Costs paid or incurred by Lartio the Base Year ("Base Year Operating Cossi{l, (iii) all other amounts which
Tenant is obligated to pay under the terms ofltk&se. All amounts of money payable by Tenant todlard shall be paid without prior
notice or demand, deduction or offset. Any amouhictvis not paid when due shall bear interest ftbendate due until the date paid at the
rate ("Interest Rate") which is the lesser of tvegbercent (12%) per annum or the maximum rate peioy law. In addition, if any required
payment of Rent or Additional Rent is not made imitlen (10) days of when due, Tenant shall payeadharge of five (5%) percent of such
overdue sum.

4. BASE RENT. From and after the Commencement Darant shall pay Base Rent to Contract Managesych other entity designated by
Landlord), in advance, on the first day of eacterdhr month of the Term, at Contract Manager'sesddior notices (as set forth in the Basic
Lease Information) or at such other address aslbeshchay designate. The Base Rent shall be the atsat forth in the Basic Lease
Information.

5. ADDITIONAL RENT - ANNUAL RENT ADJUSTMENTS/OPERAING COSTS.

(@) Increase in Operating Costs. Rent shall inclleleant's Percentage Share of the total dollaeasgs (separately determined), if any, in the
Operating Expenses, Real Property Taxes and Insei(@ollectively, the Operating Costs) paid or imed by Landlord during each calendar
year of the Term over the Base Year Operating Cdisss than one hundred percent (100%) of théatde area of the Building is occupi
during the Base Year, Operating Expenses shaltljusted to equal Landlord's reasonable estima@pefrating Expenses if ninety-five
percent (95%) of the total rentable area of thdddug were occupied during the Base Year.

(b) Operating Expenses. The term "Operating Exrgeall mean (i) all of Landlord's direct costsl @xpenses of operation, repair and
maintenance of the Building and the Common Areakssaipporting facilities, including, without limiiah, management fees and costs,
landscaping, maintenance, security, and such esstsay be payable by Landlord under that certatidbation of Easement dated April 11,
1985 and recorded in Volume 728 of the Hamden LR@cbrds at Page 232 (the "Declaration"), as sucaitabation may be subsequently
modified, all as reasonably determined by Landlordccordance with generally accepted accountimgiples or other recognized
accounting principles, consistently applied; (dsts, or a portion thereof, properly allocablehi® Building or Common Areas of any capital
improvements made to the Building or Common Argakdndlord which comprise labor-saving devices thieo equipment intended to
improve the operating efficiency of any system wittihe Building or Common Areas (such as an energgagement computer system) to
extent of cost savings in Operating Expenses asudtrof the device or equipment, as reasonablroed by Landlord; (iii) costs properly
allocable to the Building or Common Areas of anpita improvements made to the Building or Commaeas by Landlord that are requi
under any governmental law or regulation that watsapplicable to the Building and Common Areasattime they were constructed, or that
are reasonably required for the health and safetgnants in the Building, the costs, or allocgibetion thereof, to be amortized over the
applicable useful life of the capital item as LadIshall reasonably determine in accordance with GAAP consistently applied, together
with interest upon the unamortized balance at ierést Rate equal to the prime rate plus 1% y(i@h@xcluding those "Excluded Costs"
more particularly described on Exhibit F attachetklp. If less than ninety-five percent (95%) af tentable area of the Building is occupied,
Operating Expenses shall be adjusted to equal batidlreasonable estimate of Operating Expensesdty-five percent (95%) of the total
rentable area of the Building were occupied.

(c) Real Property Taxes. For purposes of this 8ed&j the term "Real Property Taxes" shall incladg ordinary or extraordinary form of
assessment or special assessment, lic



fee, rent tax, levy, penalty (if a result of Tersudelinquency), or tax, other than net incomernuen, estate, succession, inheritance, transfer
or franchise taxes, imposed by any authority hattegdirect or indirect power to tax, or by anycitounty, state or federal government for
any maintenance or improvement or other distriactivision thereof. The term shall include all reatate taxes and all other taxes relating to
the Premises, Building and/or Property, all otlasies which may be levied in lieu of real estatesasll assessments, levies, fees, and other
governmental charges for amounts necessary togEndrd because of governmental orders, whethergjenespecial, ordinary or
extraordinary, unforeseen as well as foreseemypkad and nature for public improvement, servjdemnefits or any other purposes which
are assessed, levied, confirmed, imposed or beedima upon the Premises, Building or Propertyerdme payable during the Term.

(d) Insurance. For purposes of this Section 5t¢ha "Insurance” shall mean all of Landlord's dirgmsts and expenses of insuring Building
and the Common Areas and supporting facilitiealfidlord elects to self-insure or includes the Bropunder blanket insurance policies
covering multiple properties, then the term "Inswwel’ shall include the portion of the cost of saeli-insurance or blanket insurance
allocated by Landlord to this Property; providedwever, the right to self-insure shall only apglizéandlord is a property and casualty
company authorized to issue policies in the Stht@omnecticut, or otherwise complies with requiremseof law regarding reserves and
financial reporting.

(e) Estimates of Increases in Operating Costs.Agubecember of each calendar year during the Temmmencing December 2007, or as
soon thereafter as practicable, Landlord shall geeant written notice of Landlord's estimatesmof amount of Operating Costs in excess of
the Base Operating Costs and, subject to the liimits set forth in Section 5(a) above, the amotith®increases which will be payable by
Tenant for the ensuing calendar year. Upon requastlord will provide Tenant with reasonable doemtation to substantiate Landlord's
estimate. On or before the first day of each maiuiting the ensuing calendar year, Tenant shaltpaandlord one-twelfth (1/12) of the
estimated amounts; provided, however, that if moiicnot given in December, Tenant shall contimugaty on the basis of the then applicable
Rent until the month after the notice is giveratlfany time it appears to Landlord that the ina@dasmount payable for the current calendar
year will vary from Landlord's estimates by morarttfive percent (5%), Landlord may give notice amant of Landlord's revised estima

for the year, and subsequent payments by Tenathdoyear shall be based on the revised estimaieided, however, that Landlord shall 1
give notice of a revised estimate for any year nfiguently than once a calendar quarter.

() Annual Adjustments. Within one hundred twent2Q) days after the close of each calendar yetlreoT erm, commencing with calendar
year 2007, or as soon after the one hundred tw@@aQ) day period as practicable, Landlord shalivéelto Tenant a statement of 1
adjustments to the Operating Costs for the pritenchar year. If, on the basis of the statementafitaowes an amount that is less than the
estimated payments for the calendar year previauslge by Tenant, Landlord shall apply the excesiseémext payment of increased Rent
due. If, on the basis of the statement, Tenant @mesmount that is more than the estimated paynfi@ntise calendar year previously made
by the Tenant, Tenant shall pay the deficiencydndlord within thirty (30) days after delivery diet statement. The statements of Operating
Costs shall be presumed correct and shall be deénadénd binding upon Tenant unless

() Tenant in good faith objects in writing theretithin thirty (30) days after delivery of the statent to Tenant (which writing shall state, in
reasonable detail, all of the reasons for the dioje); and (ii) Tenant pays in full, within thir§80) days after delivery of the statement to
Tenant, any amount owed by Tenant with respedtastatement which is not in dispute. If Tenaneotyg to Landlord's allocation to this
Property of the cost of self-insurance or blankstirance, such allocation shall nonetheless beimes correct and shall be deemed final and
binding upon Tenant unless Tenant's timely writibjection includes credible evidence that Landlmwdld have obtained substantially
comparable insurance coverage for this Propertyesdd lower cost. If Tenant objects to Landlortidesnent as set forth above, then within
thirty (30) days after such notice of objectionn@et shall be permitted, after reasonable notideatwllord and during normal business hours,
to cause an independent certified public accourft@RA"), who shall be a member of a nationallyageized accounting firm) designated by
Tenant to inspect Landlord's operating expenserdsct Landlord's offices, provided that Tenamtasthen in default under the Lease. If
after such inspection, Tenant still disputes Lardifostatement, a certification as to the propeswarhpayable by Tenant shall be made



Tenant's expense, by an independent CPA desighwgtedndlord, which certification shall be final andnclusive. However, if such
inspection reveals that Landlord overcharged Tefardany category of expense by ten percent (109Mare of the total costs in such
respective category of expense, then Landlord skiatiburse Tenant, promptly upon demand, for &sfeosts and expense incurred by
Tenant in connection with such inspection. Rentl sfeappropriately adjusted on the basis of suspéction or audit.

(g) Taxes on Tenant Improvements and Personal Ryopotwithstanding any other provision hereofp@at shall pay the full amount of a
increase in Real Property Taxes during the Termltinag from any and all alterations and tenant iayements of any kind whatsoever placed
in, on or about the Premises for the benefit of anthe request of, or by, Tenant. Tenant shall pagr to delinquency, all taxes assessed or
levied against Tenant's personal property in, cabaut the Premises. When possible, Tenant shadkciés personal property to be assessed
and billed separately from the real or personaperty of Landlord.

6. PRORATION OF RENT. If the Commencement Dateasthe first day of the month, or if the end of trerm is not the last day of the
month, Rent shall be prorated on a monthly basis€d upon a thirty (30) day month) for the fracianonth during the month which this
Lease commences or terminates. The terminatiohi®f tase shall not affect the obligations of Landland Tenant pursuant to Section 5
which are to be performed after the termination.

7. TENANT IMPROVEMENTS.

(a) Tenant's Work. Except for the work to be parfed by Landlord expressly described in Subsect{bhlelow ("Landlord's Work"),
Tenant hereby accepts the Premises in their cutasas" condition. Other than Landlord's Work, déord shall have no obligation to
construct any improvements within the Premise$erBuilding as part of the initial improvement bétPremises for Tenant's occupancy.

(b) Landlord's Work. Landlord shall, at its own taed expense, perform the work set forth on Ext@hattached hereto. All Landlord's W¢
shall be completed in compliance with applicabléding codes.

8. USE OF PREMISES.

(a) Use/Compliance with Laws. Tenant shall usePtamises solely for the use set forth in the Basa&se Information, and Tenant shall not
use the Premises for any other purpose withoutrhtathe prior written consent of Landlord, whicbnsent shall be given or withheld in the
sole and absolute discretion of Landlord without esquirement of reasonableness in the exercifieadvfiscretion. Subject to Landlord's
reasonable security procedures, Tenant shall heoesa to the Premises 24 hours per day, severpdaygek. Landlord represents that the
use set forth in the Basic Lease Information igmarptted use under applicable legal requiremerggafit shall, at its own cost and expense,
comply with all laws, rules, regulations, orderstmits, licenses and ordinances issued by any gontal authority ("Laws") which relate
the use or occupancy of the Premises during tine ¢éthis Lease, including, without limitation, tBaiilding Rules and Regulations attached
hereto as Exhibit C. Tenant acknowledges thatall &t required to comply with ADA in completingyafienant Improvements, and during
the Term, shall bear and pay the costs of all cbsuagd corrective measures required by ADA (i)id ® the Premises and (ii) provided that
such changes and corrective measures are requieetb dhe specific use or manner of use of the Ressby Tenant, to the Common Areas.
Landlord shall undertake all changes and correctiegasures to the Common Areas otherwise requiresll#y, and the costs thereof shall
constitute Operating Expenses. Tenant shall nothesBremises in any manner that will constitutetejanuisance, or unreasonable
annoyance (including, without limitation, use ofittspeakers or sound or light apparatus that cdredel or seen outside the Premises) to
other tenants in the Building.

(b) Hazardous Materials. Tenant shall not do omaeanything to be done in or upon the Premisab@®Building or the Property, or bring in
or keep anything in the Premises or the Buildingciishall constitute the release, generation, nmantufe, storage, treatment, transportation
or disposal of oil, hazardous chemical, substanoaserials, or wastes ("Hazardous Materials") ursghgrlicable federal, state or local
environmental laws or regulatio



("Environmental Laws"). The foregoing restrictidmad not apply as to ordinary office supplies irstmmary quantities. Tenant shall notify
Landlord of any incident which would require thiénfj by Tenant of a notice under Environmental Lalaandlord hereby represents that
Landlord has not received any written notice thatBuilding or the Property is in violation of Emmimental Laws, and acknowledges that
Tenant shall have no obligation to comply with Eomimental Laws relating to Hazardous Materials tedan the Premises prior to the date
of this Lease.

9. ALTERATIONS.

(a) Permitted Alterations. Tenant shall give Landlpbot less than ten

(10) days' written notice of any alteration Tend@sires to make to the Premises, which notice gidilde a description and preliminary
sketch of the proposed alterations. Tenant shalimake any alteration in, the Premises withoutather written consent of Landlord unless
the alteration does not affect the Building Struefuhe exterior appearance of the Building, theff oo the Building Systems and the cost of
the alteration is not in excess of Ten ThousandaE®[($10,000.00).Tenant shall comply with all sjllaws, ordinances and requirements
applicable at the time Tenant makes any alteratmahshall deliver to Landlord all certificates n$urance from all contractors, copy of the
building permit (if required), and a complete sktas built" plans and specifications for eachrat®n. Tenant shall be solely responsible for
maintenance and repair of all alterations madedmaht. As used in this Section, the term "alterdtghall include any alteration, addition or
improvement.

(b) Liens. If, because of any act or omission afidrm or anyone claiming by, through, or under Téramy mechanics' lien or other lien is
filed against the Premises, the Building, the Prigper against other property of Landlord (whetbenot the lien is valid or enforceable),
Tenant shall, at its own expense, cause it to $ehdirged of record within a reasonable time, neiteed thirty (30) days, after the date o
filing. In addition, Tenant shall defend and indéfwhandlord and hold it harmless from any andcadiims, losses, damages, judgments,
settlements, costs and expenses, including atterfess, resulting from the lien.

(c) Ownership of Alterations. Any alteration madeTenant shall immediately become Landlord's priypat the end of the Lease Term or
upon a Tenant Default. The foregoing notwithstagdifenant shall be responsible for and shall renitsveade fixtures promptly upon the
termination of this Lease. Any damage resultingrfisuch removal shall be promptly restored by Tenant

10. REPAIRS.

(a) Landlord Repairs. Except as otherwise providetiis Lease, Landlord shall, at all times durihg Term, keep in good condition and
repair the roof, Common Areas, exterior walls (irthg exterior glass and mullions), and structuréne Building (including the mechanical,
electrical, and plumbing systems servicing the Rsemin common with other areas in the Building)redofar as they affect the Premises.

(b) Tenant Repairs. Tenant, shall at all timesrduthe Term and at Tenant's sole cost and expkesp,the Premises and every part there
good condition and repair, ordinary wear and tdamage thereto by fire, earthquake, acts of Gdldeoelements excepted. Tenant hereby
waives all right to make repairs at the expendeaoidlord or in lieu thereof to vacate the Premigsnay be provided in or any law, statute or
ordinance now or hereafter in effect.

11. DAMAGE OR DESTRUCTION.

(a) Landlord's Obligation to Rebuild. If the Pressisare damaged or destroyed, Landlord shall prgraptl diligently repair the Premises
unless Landlord has the option to terminate thisskeas provided herein, and Landlord elects toitaite

(b) Right to Terminate. Landlord and Tenant eadllstave the option to terminate this Lease ifBnemises or the Building is destroyed or
damaged by fire or other casualty, regardless @athdr the casualty is insured against under theséeif Landlord reasonably determines
the repair of the Premises or the Building canmot@mpleted within one hundred eighty (180) dayerahe casualty. Landlord shall notify
Tenant of such determination within fc-five (45) days following such destruction or damag§e party desires to exercise |



right to terminate this Lease as a result of aalguthe party shall exercise the right by givthg other party written notice of its election to
terminate within thirty (30) days after the damagelestruction, in which event this Lease shathiaate fifteen (15) days after the date of
notice. If neither Landlord nor Tenant exercisasrilght to terminate this Lease, Landlord shalihgptly commence the process of obtaining
necessary permits and approvals, and shall commepe# of the Premises or the Building as sooprasticable and thereafter prosecute the
repair diligently to completion, in which eventghiease shall continue in full force and effect.ahdlord fails to complete the repair and
restoration of the Premises or the Building with80 days after the date of such fire or other daguaen Tenant may terminate this Leas
providing written notice to Landlord.

(c) Limited Obligation to Repair. Landlord's obligmn, should Landlord elect or be obligated to reparebuild, shall be limited to the
Building shell, the Landlord's work and any imprments within the Premises which existed as of tite df this Lease. Tenant, at its option
and expense, shall replace or fully repair alldéréigtures, equipment and other improvements iteddddy Tenant and existing at the time of
the damage or destruction.

(d) Abatement of Rent. In the event of any damag#estruction to the Premises which does not réstdérmination of this Lease, the Rent
shall be temporarily abated proportionately todegree the Premises are untenantable as a reslt damage or destruction, commencing
from the date of the damage or destruction andmaing during the period required by Landlord tbstantially complete its repair and
restoration of the Premises; provided, howevet, bthing herein shall preclude Landlord from beémgitled to collect the full amount of a
rent loss insurance proceeds. Tenant shall nontigee to any compensation or damages from Lawuidior loss of the use of the Premises,
damage to Tenant's personal property or any ingoemee occasioned by any damage, repair or reigtorat

(e) Damage Near End of Term and Extensive Damagaddition to the rights to termination under Suhise 11(b), either Landlord or
Tenant shall have the right to cancel and termitiasel ease as of the date of the occurrence dfudg®on or damage if the Premises or the
Building is substantially destroyed or damaged,(tteere is damage or destruction which Landloegogaably determines would require more
than six (6) months to repair, which determinasball be made, and notice given to Tenant within®@s after the date of occurrence of
destruction or damage) and made untenantable dimnigst twelve (12) months of the Term. Landlord’ enant shall give notice of its
election to terminate this Lease under this Submedtl(e) within thirty (30) days after Landlordtdemines that the damage or destruction
would require more than six (6) months to repdit.andlord elects to terminate this Lease in acanog with this section 11 (e), then Tenant
may negate such election by exercising any optibas to extend the Term. If neither Landlord nendnt elects to terminate this Lease, the
repair of the damage shall be governed by Subsetfi¢c).

(f) Insurance Proceeds. If this Lease is termindtaddlord may keep all the insurance proceeddtiegdrom the damage from policies
maintained by Landlord.

12. EMINENT DOMAIN. If all or any part of the Presss is taken for public or quasitblic use by a governmental authority under thegy

of eminent domain or is conveyed to a governmemi#iority in lieu of such taking, and if the takiogconveyance causes the remaining part
of the Premises to be untenantable and inadeqortsé by Tenant for the purpose for which theyedeased, then Tenant, at its option and
by giving notice within fifteen (15) days after tteking, may terminate this Lease as of the dataiikis required to surrender possession of
the Premises. If a part of the Premises is takerooveyed but the remaining part is tenantableaaliedjuate for Tenant's use, then this Lease
shall be terminated as to the part taken or corvageof the date Tenant surrenders possessionldrdrghall make such repairs, alterations
and improvements as may be necessary to rendpathaot taken or conveyed tenantable; and the steit be reduced in proportion to the
part of the Premises taken or conveyed. All comainis awarded for the taking or conveyance shathbeproperty of Landlord without any
deduction therefrom for any estate of Tenant, aglht hereby assigns to Landlord all its righle itnd interest in and to the award. Tenant
shall have the right, however, to recover fromgbeernmental authority, but not from Landlord, seodmpensation as may be awarded to
Tenant on account of the interruption of Tenant'sitess, moving and relocation expenses and remdvanant's trade fixtures and persc

property.

13. INDEMNITY AND INSURANCE.



(@) Indemnity. Tenant shall be responsible for]Ishaure against, and shall indemnify Landlord &mehdlord's agents, employees and
contractors and hold them harmless from, any drghbillity for any loss, damage or injury to pensor property occurring in, on or about the
Premises, except to the extent that such liabgithe result of the gross negligence or willfusoanduct of Landlord, its agents, employee
contractors and Tenant hereby releases Landlord.andlord's agents, employees and contractors &noyrand all liability for the same.
Tenant's obligation to indemnify Landlord and Lardls agents, employees and contractors hereuhdiirsclude the duty to defend against
any claims asserted by reason of any loss, danraggioy, and to pay any judgments, settlementsigdees and expenses, including
attorneys' fees, incurred in connection therewith.

(b) Insurance. At all times during the term of the&sase, Tenant shall carry, at its own expensdhtprotection of Tenant, Landlord and
Landlord's agents, employees and contractors easititlerests may appear, one or more policieoofgrehensive general public liability and
property damage insurance, issued by one or metgance companies acceptable to Landlord, withrmim coverage of One Million
Dollars ($1,000,000) for injury to one person iry@me accident, Three Million Dollars ($3,000,08@) injuries to more than one person in
any one accident and Two Million Dollars ($2,00@ph property damage per accident and insuringnagany and all liability for which
Tenant is responsible under this Lease. The inserpalicy or policies shall name Landlord and Lands agents, employees and contractors
as additional insureds, and shall provide thapthleey or policies may not be canceled on less thaty (30) days' prior written notice to
Landlord. Tenant shall furnish Landlord with cadétes evidencing the insurance. If Tenant failsairy the insurance and furnish Landlord
with copies of all the policies after a requestitoso, Landlord shall have the right to obtainittseirance and collect the cost thereof from
Tenant as additional Rent. Landlord shall obtaid #tmoughout the Term shall maintain, with compamjaalified to do business in
Connecticut, and adjusting insurance coveragesfiect current values from time to time: fire, exded coverage and so-called "all-risk"
insurance, with coverage against vandalism andcioal conduct, covering the Building and all impgments made thereto, in an amount
equal to one hundred percent (100%) of the fullasgment cost thereof above foundation walls.

14. ASSIGNMENT AND SUBLETTING.

(a) Landlord's Consent. Subject to Landlord's sgiet forth in Subsection (b) below, Tenant shallassign, sublet or otherwise transfer a
any portion of Tenant's interest in this Leaseléabively, "sublet") without Landlord's prior writh consent which consent Landlord shall not
unreasonably withhold. Any request made by Tenant&ndlord's consent to a proposed sublet shathéee in writing and sent to Landlord
in accordance with the notice requirements of $ac3b of this Lease. Landlord's consent shall eaidemed granted unless Landlord, wi
15 days of the date any such notice is deemedvextdly Landlord, shall advise Tenant in writingtthandlord's consent is granted. Consent
by Landlord to one sublet shall not be deemed ta bensent to any subsequent sublet. The foregaitwithstanding, no consent of Landl
shall be required in the case of a sublet to whomlyed affiliates or subsidiaries of Tenant orammection with any merger, consolidation or
sale of substantially all of the assets of Ten&@ubject to Landlord's rights set forth in Subsetfio) below, Tenant may assign, sublet or
otherwise transfer all or any portion of Tenantteiest in this Lease (collectively, "sublet") t® $aid affiliate or subsidiary without Landlor
prior written consent, provided, however, that notsassignment or sublease shall relieve Tenaig obligations under this Lease. For
purposes of this Subsection 14(a), the term "af@ll means a person or entity controlling, contalby or under common control with the
Tenant.

(b) Effect of Sublet. Each sublet to which Landbmbnsent is required per Subsection 14(a) abalelshby an instrument in writing, in a
form satisfactory to Landlord as evidenced by Lardik written approval. Each sublessee shall agreeiting, for the benefit of Landlord, 1
assume (with respect to an assignment), to be bloyiathd to perform the terms, conditions and contnaf this Lease to be performed by
Tenant. Tenant shall not be released from perdatmlity for the performance of each term, conalitiand covenant of this Lease, and
Landlord shall have the right to proceed againsiafié without proceeding against the subter



(c) Executed Counterparts. No sublet shall be vadidshall any subtenant take possession of thmiBes until an executed counterpart of the
sublease has been delivered to Landlord and apgpioweriting.

15. DEFAULT.

(a) Tenant's Default. At the option of Landlordnaterial breach of this Lease by Tenant shall éfkésty of the following events (severally,
"Event of Default"; collectively, "Events of Defdl)l shall occur: (i) if Tenant shall have failedgay Rent, including Tenant's Percentage
Share of increased Operating Costs, or any othmequired to be paid hereunder when due, togethierinterest at the Interest Rate, from
the date the amount became due through the datyaient, inclusive, where such failure to pay cargs for ten (10) days after written
notice to Tenant of such default, provided thatdlard shall not be required to provide such notind right to cure more than once in any
twelve-month period during the Term; (ii) if Tenafiall have failed to perform any term, covenarntardition of this Lease except those
requiring the payment of money, and Tenant shaiéHailed to cure the breach within thirty (30) dafter written notice from Landlord if t
breach could reasonably be cured within the ti{B8) day period; provided, however, if the failw@ild not reasonably be cured within the
thirty (30) day period, then Tenant shall not bééfault unless it has failed to promptly commeand thereafter continue to make diligent
and reasonable efforts to cure the failure as sgquracticable as reasonably determined by Land(igiddf Tenant shall have assigned its
assets for the benefit of its creditors; (iv) iEthequestration of, attachment of, or executioraop,material part of the property of Tenant or
on any property essential to the conduct of Tesdntsiness shall have occurred, and Tenant shadlfagded to obtain a return or release of
the property within thirty (30) days thereafter poior to sale pursuant to any sequestration, latt@nt or levy, whichever is earlier; (v) if
Tenant shall have abandoned the Premises; (vialuat shall have made or entered any decree er adjudging Tenant to be insolvent, or
approving as properly filed a petition seeking gamization of Tenant, or directing the winding ugiquidation of Tenant, and the decree or
order shall have continued for a period of thiB@) days; (vii) if Tenant shall make or suffer argnsfer which constitutes a fraudulent or
otherwise avoidable transfer under any provisiotheffederal Bankruptcy Laws or any applicableeskatv; or (viii) if Tenant shall have
failed to comply with the provisions of Section @325. For all purposes under this Lease, Tenaalt sbt be deemed to be in default unless
and until an Event of Default occurs.

(b) Remedies Upon Tenant's Default. Upon and duhiegcontinuance of an Event of Default, Landldrdlshave the following remedies, in
addition to all other rights and remedies provibgdaw, equity, statute or otherwise provided iis thease, to which Landlord may resort
cumulatively or in the alternative:

(i) Landlord may continue this Lease in full foraed effect, and this Lease shall continue in fulté and effect as long as Landlord does not
terminate Tenant's right to possession, and Laddiball have the right to collect Rent when dueriuthe period Tenant is in default,
Landlord may, if it so elects in its sole discretitout shall have no obligation to) enter the Peamipursuant to summary process laws and
relet it, or any part of it, to third parties foeflant's account, provided that any rent receivadhwib in excess of the Rent due hereunder shall
be payable to Landlord. Tenant shall be liable imiately to Landlord for all costs Landlord incumsreletting the Premises, including,

without limitation, brokers' commissions, expensésleaning and redecorating the Premises reqibiyatie reletting and like costs. Reletting
may be for a period shorter or longer than the reimg Term of this Lease. Tenant shall pay to Lamdlithe Rent and other sums due under
this Lease on the dates the Rent is due, lesse¢hedRd other sums Landlord receives from anytie¢etNo act by Landlord allowed by this
Subsection 15(b)(i) shall terminate this Lease smleandlord notifies Tenant in writing that Landl@lects to terminate this Lease. Under all
circumstances, Landlord shall use reasonable sffonnitigate damages resulting from any defaulf byant.

(i) Landlord may terminate Tenant's right to passen of the Premises at any time by giving writtetice to that effect. No act by Landlord
other than giving written notice to Tenant shalirimate this Lease. Acts of maintenance, effortetet the Premises or the appointment of a
receiver on Landlord's initiative to protect Landls interest under this Lease shall not constauermination of Tenant's right



possession. On termination and repossession ¢frdmaises pursuant to summary process laws Landghailihave the right to remove all
personal property of Tenant and store it at Tesa@otst and to recover from Tenant as damagedhéiyorth at the time of award of unpaid
Rent and other sums due and payable which haddaerd at the time of termination; plus (2) thettvait the time of award of the amount
by which the unpaid Rent and other sums due andtpaywvhich would have been payable after terminatiatil the time of award exceeds
amount of the Rent loss that Tenant proves coweé baen reasonably avoided; plus (3) the wortheatiime of award of the amount by
which the unpaid Rent and other sums due and payabthe balance of the Term after the time ofravexceeds the amount of the Rent loss
that Tenant proves could be reasonably avoided; plu

(4) any other amount necessary to compensate Liahftioany costs or expenses incurred by Landl@yin retaking possession of the
Premises, including reasonable attorneys' feesasid therefor; (b) maintaining or preserving theniises for reletting to a new tenant,
including repairs or alterations to the PremisedHe reletting;

(c) leasing commissions; (d) any other costs nexgss appropriate to relet the Premises; andt(eaadlord's election, such other amount
addition to or in lieu of the foregoing as may leemitted from time to time by the laws of the Stat€onnecticut.

The "worth at the time of award" of the amounterefd to in Subsections 15(b)(ii)(1) and 15(b)#j)){s computed by allowing interest at the
lesser of twelve percent (12%) per annum or theimam rate permitted by law, on the unpaid Rentather sums due and payable from the
termination date through the date of award. Therthwat the time of award" of the amount referretht®ubsection 15(b)(ii)(3) is computed
by discounting the amount at the prime rate plws percent (1%).

(c) Landlord's Default. Landlord shall not be dedrteebe in default in the performance of any olilgarequired to be performed by
Landlord hereunder unless and until Landlord hdsddo perform the obligation within thirty (30pays after receipt of written notice by
Tenant to Landlord specifying wherein Landlord feked to perform the obligation; provided, howeunat if the nature of Landlord's
obligation is such that more than thirty (30) days required for its performance, then Landlordista be deemed to be in default if
Landlord shall commence the performance withintkirty (30) day period and thereafter shall diliggmrosecute the same to completion.

16. LANDLORD'S RIGHT TO PERFORM TENANT'S COVENANTS8.Tenant shall at any time fail to make any papinar perform any
other act on its part to be made or performed utidsiLease and such failure continues beyondpgllieable notice, grace and cure periods,
then Landlord may, but shall not be obligated takenthe payment or perform any other act to thentxttandlord may deem desirable anc
connection therewith, pay reasonable expensesraptbg counsel at reasonable rates. Any paymenédopnance by Landlord shall not
waive or release Tenant from any obligations ofardémunder this Lease. All reasonable sums so paidihdlord, and all penalties, interest
and costs in connection therewith, shall be duepayadble by Tenant within ten (10) days after ngicef Landlord's invoice requesting
payment, together with interest thereon at therésteRate, from that date to the date of paymearetif by Tenant to Landlord, plus collect
costs and attorneys' fees. Landlord shall havedhee rights and remedies for the nonpayment thesewf the case of default in the payment
of Rent.

17. SECURITY DEPOSIT. Tenant has deposited withdlaml the Security Deposit, in the amount specifiethe Basic Lease Information,
as security for the full and faithful performandeswery provision of this Lease to be performedleyant. If Tenant defaults with respect to
any provision of this Lease, Landlord may use, yppplretain all or any part of the Security Depdsitthe payment of any Rent or other sum
in default, for the payment of any amount which dland may expend or become obligated to expendeagan of Tenant's default, or to
compensate Landlord for any loss or damage whictdlosrd may suffer by reason of Tenant's defaukinly portion of the Security Deposit
used or applied, Tenant shall deposit with Landlarithin ten (10) days after written demand therefash in an amount sufficient to restore
the Security Deposit to its original amount. Lamdlshall not be required to keep the Security Depeparate from its general funds, and
Tenant shall not be entitled to interest on theugcDeposit. The balance of the Security Depshiidill be returned to Tenant within 30 days
after the termination of this Lease and vacatiothefPremises by Tenant.

18. SURRENDER OF PREMISES. By taking possessidgh@fremises, Tenant shall be deemed to have acct Premises and the
Property in good, clean and completed conditionrapair, subject to a



applicable laws, codes and ordinances, except gtharwise be provided in the Lease. On the elipirar early termination of this Lease,
Tenant shall surrender the Premises to Landlotddrcondition required pursuant to Section 9(c) Hd(b). Tenant shall remove from the
Premises all of Tenant's personal property andracle fixtures that Tenant removes pursuant toi@ect

9(c).Tenant shall repair damage or perform anyratbn work required by the removal. If TenantSdo remove any such personal property
or trade fixtures after the end of the Term, Landilmay remove the property and store it at Tenanpense, including interest at the Interest
Rate. If said property has been stored for a peni@kcess of ninety (90) days, Landlord shalliee fo dispose of same in any way it deems
practicable. If disposed of by sale, Landlord sbalkentitled to all proceeds.

19. HOLDING OVER. If Tenant remains in possessibalbor any part of the Premises after the exprabf the Term or the termination of
this Lease, the tenancy shall be month-to-monti antl shall not constitute a renewal or extensiorafy further term. In such event, Base
Rent shall be increased in an amount equal to andriad fifty percent (150%) of the Base Rent duthmglast month of the Term (including
any extensions), and any other sums due undek¢hise shall be payable in the amount, and atiestispecified in this Lease. The month-
to-month tenancy shall be subject to every othen teondition, covenant and agreement containghisnLease and Tenant shall vacate the
Premises immediately upon Landlord's request.

20. ACCESS TO PREMISES. Tenant shall permit Lartbord its agents to enter the Premises at all tirpes reasonable notice, except in
the case of an emergency (in which event no netied be necessary), to inspect the Premisesiow #ire Premises to interested parties such
as prospective mortgagors, purchasers and teriantsgke necessary alterations, additions, imprownesnar repairs either to the Premises,
Building, or other premises within the Building;cato discharge Tenant's obligations hereunder Wiegrant has failed to do so within a
reasonable time after written notice from Landldrde above rights are subject to reasonable sgeegulations of Tenant, and to the
requirement that Landlord shall at all times ach imanner to cause the least possible interfensitbel enant's operations.

21. SIGNS. Landlord shall include Tenant's naméherbuilding directory at Landlord's expense oma-tme basis. Any changes shall be at
Tenant's expense. The size, design, color, locatiahother physical aspects of any sign in thediugl shall be subject to the Rules and
Landlord's approval prior to installation, and tyyappropriate municipal or other governmental apals. The costs of any other permitted
sign, and the costs of its installation, maintemaaed removal, shall be at Tenant's sole experseptthat the suite identification sign
adjacent to the door shall be installed at Landoegpense as a part of the Tenant Allowance.

22. WAIVER OF SUBROGATION. Anything in this Lease the contrary notwithstanding, Landlord and Tereath hereby waives and
releases the other of and from any and all righte@overy, claim, action or cause of action agatims other, its subsidiaries, directors, age
officers and employees, for any loss or damagerttagt occur in the Premises, the Building or thepBrty; to improvements to the Building

or personal property (building contents) within Bglding; or to any furniture, equipment, machinegoods and supplies not covered by this
Lease which Tenant may bring or obtain upon theni&es or any additional improvements which Tenaay gonstruct on the Premises by
reason of fire, the elements or any other causetwkirequired to be insured against under thiségeaegardless of cause or origin, including
negligence of Landlord or Tenant and their agenibsidiaries, directors, officers and employeethdcextent insured against under the terms
of any insurance policies carried by Landlord ondiat and in force at the time of any such damaggeomly if the insurance in question
permits such a partial release in connection wittaining a waiver of subrogation from the insuBcause this Section will preclude the
assignment of any claim mentioned in it by way wfre@gation or otherwise to an insurance compargngrother person, each party to this
Lease agrees immediately to give to each insurapegany written notice of the terms of the mutualwers contained in this Section and to
have the insurance policies properly endorsedzéessary, to prevent the invalidation of the insoeacoverages by reason of the mutual
waivers contained in this Section.

23. SUBORDINATION.

(a) Subordinate Nature. Except as provided in Sttlse23(b), this Lease is subject and suborditatdl ground and underlying leases,
mortgages and deeds of trust which now affect tbpdtty, the Building or the Premises, to the Dextlan, and to all renewals,
modifications, consolidations, and extensions thfgut only if the Holder or Lessor (as those teame defined below) enters into a
recordable agreement with Tenant, in form and sulocg



reasonably acceptable to Tenant, providing that $tader or Lessor will, in foreclosing against émcepting a deed in lieu of foreclosure
in taking possession of the Property, the Buildingny portion thereof, or in otherwise exercisémy of its rights under the lease, mortgage
or deed of trust, be bound as landlord by, andmuatldisturb Tenant's possession of the Premisasyof Tenant's rights under, this Lease
long as there shall not exist any default by Tehaybnd all applicable notice, grace and cure gesri@Vithin ten (10) business days after
Landlord's written request therefor, Tenant shedlcgite any and all documents in form reasonablyired by Landlord, the lessor under any
future ground or underlying lease ("Lessor"), @ kolder or holders of any future mortgage or defedust ("Holder") to make this Lease
subordinate to the lien of any lease, mortgagesedf trust, as the case may be, but only if Teremeives such recognition and non-
disturbance agreement.

(b) Possible Priority of Lease. If a Lessor or dd¢o advises Landlord that it desires or requinés ltease to be prior and superior to a lease,
mortgage or deed of trust, Landlord may notify TrensVithin ten (10) days of Landlord's notice, Tenhshall execute, have acknowledged
and deliver to Landlord any and all documents striiments, in the form presented to Tenant, whihdlord, Lessor or Holder deems
reasonably necessary or desirable to make thislygdsr and superior to the lease, mortgage or dé&dst.

24. TRANSFER OF THE PROPERTY. Upon transfer ofPneperty and assignment of this Lease, Landlord bhantirely freed and
relieved of all liability under any and all of itk®venants and obligations contained in or derivethfthis Lease occurring after the
consummation of the transfer and assignment, amd &l liability for the Security Deposit. Tenartadl attorn to any entity purchasing or
otherwise acquiring the Premises at any sale @rgioceeding, provided such entity shall assuraetiigations of Landlord hereunder fr(
and after any such acquisition.

25. ESTOPPEL CERTIFICATES. Within ten business d#ys following written request by Landlord, Tenahall execute and deliver to
Landlord an estoppel certificate, in the form pregeby Landlord. The certificate shall: (a) certifiat this Lease is unmodified and in full
force and effect or, if modified, state the natof¢he modification and certify that this Lease sasnodified, is in full force and effect, and
date to which the Rent and other charges are padvance, if any; (b) acknowledge that there ateto Tenant's knowledge, any uncured
defaults on the part of Landlord hereunder, ohnéfré are uncured defaults on the part of the Laddktate the nature of the uncured defaults;
and (c) evidence the status of the Lease as meggoéred either by a lender making a loan to Larttto be secured by deed of trust or
mortgage covering the Premises or a purchaseed?tbperty from Landlord.

26. MORTGAGEE PROTECTION. In the event of any défau the part of Landlord, Tenant will give notibg registered or certified mail
to any beneficiary of a deed of trust or mortgaglea mortgage covering the Property who has enteteca nondisturbance and attornment
agreement with Tenant or who has notified Tenahefidentity and address of the person to whorh setice should be sent and shall offer
the beneficiary or mortgagee a reasonable oppdyttmcure the default, including time to obtairspession of the Property or the Premises
by power of sale or a judicial foreclosure, if ssttould prove necessary to effect a cure.

27. ATTORNEYS' FEES. If either party shall bringyaaction or legal proceeding for damages for aegaitl breach of any provision of this
Lease, to recover rent or other sums due, to tetmitne tenancy of the Premises or to enforceegrotr establish any term, condition or
covenant of this Lease or right of either partg finevailing party shall be entitled to recoveragmrt of the action or proceedings, or in a
separate action brought for that purpose, suclonadde attorneys' fees and court costs as mayee fiy the court or jury.

28. BROKERS. Landlord and Tenant each warrant eptesent to each other that it has had no dealkiithsany real estate broker or agen
connection with the negotiation of this Lease, @xder the brokers(s) specified in the Basic Lelm$ermation, whose commissions shall be
paid by Landlord pursuant to separate agreememdsthat it knows of no other real estate brokesigent who is or might be entitled to a
commission in connection with this Lease. Landlandl Tenant shall indemnify and hold each other lessifrom and against any and all
liabilities or expenses arising out of claims magieany other broker or individual for commissiondees resulting from this Lease.

29. PARKING. Tenant shall have the right, withodtlgional charge during the initial Term of thisdse, to park forty-four (44) cars in the
Building's parking garage and/or surface parkixgliesive of reserved parking areas, in common witter tenants of the Building upon
terms and conditions as m



from time to time be established by Landlord. Aitk spaces shall be unreserved. Tenant agrees ngé tin excess of its proportionate share
of parking facilities and agrees to cooperate Wwahdlord and other tenants in the use of the pgriacilities. Landlord reserves the right, in
its absolute discretion, to determine whether #uipg facilities are becoming crowded and to atecand assign parking spaces among
Tenant and the other tenants, provided that dinadls Tenant shall have use of a minimum of 44 ipgrkpaces in the Building's garage
and/or surface parking areas. Landlord shall ndidisée to Tenant, nor shall this Lease be affecfeshy parking is impaired by moratorium,
initiative, referendum, law, ordinance, regulat@mrorder passed, issued or made by any governnangaiasi-governmental body.

30. UTILITIES AND SERVICES. Landlord agrees to figtn, or cause to be furnished, to the Premisestihiies and services described in
the standards for Utilities and Services, set fartBxhibit D subject to the conditions and in actance with the standards set forth therein.
Landlord shall not be liable for, and Tenant shall be entitled to any abatement or reduction oftRg reason of, no eviction of Tenant shall
result from and, further, Tenant shall not be xedbfrom the performance of any covenant or agre¢mehis Lease because of, Landlord's
failure to furnish any of the foregoing when théuie is not caused by Landlord's gross negligamogillful misconduct, but rather is caused
by accident, breakage, or repairs, strikes, lockoubther labor disturbance or labor dispute gf@raracter, governmental regulation,
moratorium or other governmental action, inabitigspite the exercise of reasonable diligence taimleectricity, water or fuel, or by any
other cause beyond Landlord's reasonable contrthe event of any failure, stoppage or interruptteereof, Landlord shall diligently atten
to resume service. If such interruption of ser{mher than that caused by casualty or condemnadiall continue for more than ten (10)
consecutive days, the Rent payable by Tenant hdegwhall abate, based upon the portion or portibtise Premises affected by such
interruption of service and the degree of adveffeeieof the interruption upon the normal conducTenant's business at the Premises, until
such interruption is remedied.

31. ACCEPTANCE. Delivery of this Lease, duly exemiby Tenant, constitutes an offer to lease theRes as set forth herein, and under
no circumstances shall such delivery be deemectketies an option or reservation to lease the Pramisdhe benefit of Tenant. This Lease
shall become effective and binding only upon exieautereof by Landlord and delivery of a signedyctpTenant. Upon acceptance of
Tenant's offer to lease under the terms hereoferelpt by Landlord of the Rent for the first mooftthe Term in connection with Tenant's
submission of the offer, Landlord shall be entitledetain the sums and apply them to damagess eost expenses incurred by Landlord if
Tenant fails to occupy the Premises. If Landlojdats the offer, the sums shall be returned to fiena

32. USE OF BUILDING NAME. Tenant shall not empldyetname of the Building nor the name of the busimesvhich the Building is
located in the name or title of its business omupation without Landlord's prior written consenhigh consent Landlord may withhold in its
sole discretion. Landlord reserves the right tongeethe name of the Building without Tenant's cahsed without any liability to Landlord.

33. RECORDING. Neither the Landlord nor Tenant kledord this Lease or a notice of this Lease wittthe prior written consent of the
other. However, this subsection will not precludmant from disclosing this Lease if required punstia SEC regulations.

34. INTENTIONALLY OMITTED

35. NOTICES. Any notice or demand required or aabto be given under this Lease shall be in writind shall be given by hand delivery,
electronic facsimile or the United States mail. isieg which are sent by electronic facsimile shaldbemed to have been given upon receipt.
Notices which are mailed shall be deemed to haee eren when sever-two (72) hours have elapsed after the notice veposited in the
United States mail, registered or certified, thetpge prepaid, addressed to the party to be sekgenf. the date of execution of this Lease,
addresses of Landlord and Tenant are as speaifigeiBasic Lease Information. Either party mayngfgaits address by giving notice of the
change in accordance with this Section.

36. LANDLORD'S EXCULPATION. In the event of defaulireach or violation by Landlord (which term ind&s Landlord's partners, co-
venturers and co-tenants, and officers, direcergloyees, agents and representatives of Landiatd andlord's members, managers,
partners, co-venturers and co-tenants) of any nfllaxd's obligations under this Lease, Landloridiility to Tenant shall be limited to its
ownership interest in the Building and Propertyha proceeds of a public sale of the ownershipést



pursuant to the foreclosure of a judgment agaiasilord. Landlord shall not be personally liableliable in any event, for any deficiency
beyond its ownership interest in the Building amdgderty.

37. ADDITIONAL STRUCTURES. Any diminution or intefence with light, air or view by any structure wlhimay be erected on land
adjacent to the Building shall in no way alter thesase or impose any liability on Landlord.

38. GENERAL.

(a) Captions. The captions and headings useddr_trase are for the purpose of convenience onlyshali not be construed to limit or exte
the meaning of any part of this Lease.

(b) Time. Time is of the essence for the perforneasfceach term, condition and covenant of this eeas

(c) Severability. If any provision of this Leasehisld to be invalid, illegal or unenforceable, thealidity, illegality, or unenforceability shall
not affect any other provision of this Lease, Inig tease shall be construed as if the invalidgdl or unenforceable provision had not been
contained herein.

(d) Choice of Law; Construction. This Lease shalldonstrued and enforced in accordance with the tdihe State of Connecticut. The
language in all parts of this Lease shall in aflesabe construed as a whole according to its fa@mimg and not strictly for or against either
Landlord or Tenant.

(e) Gender; Singular, Plural. When the contexhef Lease requires, the neuter gender includesm#seuline, the feminine, a partnership or
corporation or joint venture, and the singular ugigls the plural.

(f) Binding Effect. The covenants and agreementgained in this Lease shall be binding on the paitiereto and on their respective
successors and assigns (to the extent this Leassignable).

(g) Waiver. The waiver of Landlord of any breachaaf term, condition or covenant of this Leaselsiatlbe deemed to be a waiver of the
provision or any subsequent breach of the samayoother term, condition or covenant of this Ledd9se subsequent acceptance of Rent
hereunder by Landlord shall not be deemed to baigewof any preceding breach at the time of a@reqet of the payment. No covenant, t
or condition of this Lease shall be deemed to hmaen waived by Landlord or Tenant unless the was/ar writing signed by the party to
whom performance is owed.

(h) Entire Agreement. This Lease is the entire @gent between the parties, and there are no agnégorerepresentations between the
parties except as expressed herein. Except asiaslegorovided herein, no subsequent change oriaddd this Lease shall be binding unless
in writing and signed by the parties hereto.

(i) Waiver of Jury. To the extent permitted by ldvandlord and Tenant each hereby waives any righty have to a jury trial in the event of
litigation between Tenant and Landlord pertainioghis Lease.

()) Counterparts. This Lease may be executed imtewparts, each of which shall be an original,dutounterparts shall constitute one (1)
instrument.

(k) Exhibits. The Basic Lease Information, the exed Workletter, and all exhibits attached here&oreereby incorporated herein and made
an integral part hereof.

39. OPTIONS TO EXTEND TERM.

(a) Option Period. So long as Tenant is not inalefander this Lease, either at the time of exeroisat the time the extended term
commences, Tenant will have two (2) options to rectihe initial ten (10) year term of this Leasehefir an additional period of five (5) yei
(each ar



"Option Period") on the same terms, covenants canditions of this Lease, except that the montldgdRent during each such Option
Period will be determined at a mutually acceptahte as negotiated between the Tenant and the drahdlenant will exercise its option by
giving Landlord written notice ("Option Notice") btast one hundred eighty (180) days but not muae three hundred sixty-five (365) days
prior to the expiration of the initial term of thigase, or any then applicable Option Period; pledj however that Tenant may elect to
exercise both of its options to extend the Termugimmeously, in which case Tenant shall not maloh sllection prior to the date that is 365
days prior to the expiration of the initial termtbfs lease. If Tenant elects to exercise bothoogtio extend the Term simultaneously, ther
Base Rent shall be adjusted at the commencemémé @ption Period and again in year six (6) of@heion Period.

(b) Option Period Monthly Rent. The monthly rent éach such option period will be determined ao¥ad::

(i) Landlord and Tenant will have fifteen (15) husss days after Landlord receives the Option Naotitiein which to agree on the then-fair
market rental value of the Premises as definedibs&ction

(b)(iii) below; provided, however, that the BasenRi®or the Option Period shall be equal to ninetg-foercent (95%) of the then-fair market
rental value (except that if prior to the commeneatrof the Option Period Tenant has sublet its@stein all or any portion of the Premises,
other than a sublet pursuant to Subsection 14&hdibes not require Landlord's consent to a sudogidir successor by merger of Tenant, the
Base Rent for the Option Period shall be equah®loundred (100%) percent of the then-fair markéie). If they agree on the Base Rent for
the Option Period within fifteen (15) business daksy will amend this Lease by stating the neweBRental for the Option Period.

(i) If they are unable to agree on the Base Renttfe Option Period within fifteen (15) businesys, then, Base Rent for the Option Period
will be 95% of the then-fair market rental valuetlodé Premises as determined in accordance witheStibs b(iv) below.

(iii) The "then-fair market rental value of the Rrises" means what a Landlord under no compulsideatse the Premises and a Tenant under
no compulsion to lease the Premises would deterasrigase Rent for such option period, as of thentencement of that option period,
taking into consideration the uses permitted umitisrLease, the quality, size, design, and locatifothe Premises, and the rent for compai
buildings located in the vicinity of Hamden, Contieugt.

(iv) Within seven business (7) days after the eatjpn of the fifteen (15) business day period eghfin paragraph b (ii), Landlord and Ten

will each appoint a real estate appraiser witleast five (5) years' full-time commercial appramsgberience in the area in which the Premises
are located to appraise the then-fair market remtale of the Premises. If either Landlord or Terdoes not appoint an appraiser within ten
(10) business days after the other has given nofitee name of its appraiser, the single appraipeninted will be the sole appraiser and

set the then-fair market rental value of the Premi#f two appraisers are appointed pursuant soparagraph, they will meet promptly and
attempt to set the then-fair market rental valuthefPremises. If they are unable to agree withintyt(30) days after the second appraiser has
been appointed, they will attempt to elect a tlipgraiser meeting the qualifications stated in plisagraph within ten (10) business days i
the last day the two appraisers are given to setttén fair market rental value of the premisethdfy are unable to agree on the third
appraiser, either Landlord or Tenant, by giving ({E®) business days' prior notice to the other,aggply to American Arbitration Association
for the selection of a third appraiser who meegsghalifications stated in this paragraph. Landkmd Tenant will bear one-half (1/2) of the
cost of appointing the third appraiser and of pgyhre third appraiser's fee. The third appraisewdver selected, must be a person who has
not previously acted in any capacity for either dland or Tenant.

Within thirty (30) days after the selection of tiérd appraiser, a majority of the appraisers gai the then-fair market rental value of the
Premises. If a majority of the appraisers are unébket the thefair market rental value of the Premises withimt$h(30) days after selectic
of the third appraiser, the three appraisals vélblberaged and the average will be the-fair market rental value of the Premis



IN WITNESS WHEREOF, the parties have executedlibsse effective as of the date first above written.

"LANDLORD"

2319 HAMDEN CENTER |, L.L.C.,
a Connecticut limited liability company

By Hamden Center Investors, Inc.,
its Manager

By /s/ Richard L. Tolentino

Its Designated Agent
"TENANT"
TransAct Technologies Incorporated

By /s/ Steven A. DeMartino

Its Executive Vice President, Chief
Fi nancial O ficer, Treasurer and

Secretary



EXHIBIT A
PREMISES

Suite 3-B, approximately 11,075 rentable squart eethe third floor of the building known as Odamden Center, 2319 Whitney Avenue,
Hamden CT 0651



EXHIBIT A-1

PROPERTY LEGAL DESCRIPTION



EXHIBIT B
LANDLORD'S WORK

Subject to and in accordance with the terms offtfoekletter attached hereto and made a part heeeBXadIBIT B-1, Landlord will cause the
work described on EXHIBIT -2 attached hereto and made a part hereof to berpesd.



EXHIBIT B-1
Workletter

[REPLACE WITH NEW WORKLETTER AS DRAFTED BY TENANT)]



. Demolition of all existing improvements as reqdi
. Ceiling grid and tiles;

. lighting;

. walls, wall coverings & painting;

. doors, millwork, kitchen cabinets & shelving;

. door hardware;

. window blinds;

. floor coverings; and,

. plumbing for sink:

EXHIBIT B-2



EXHIBIT C
RULES AND REGULATIONS

1. No sign, placard, picture, advertisement, nam®tice shall be installed or displayed on anyt pathe outside or inside of the Building
without the prior written consent of Landlord. Léord shall have the right to remove, at Tenantfse@se and without notice, any sign
installed or displayed in violation of this rulell Approved signs or lettering on doors and wdilslisbe printed, painted, affixed or inscribed
at the expense of Tenant by a person chosen byldraind

2. The directory of the Building will be providedausively for the display of the name and locatidrienants, and Landlord reserves the
right to exclude any other names therefrom. Teshall pay Landlord's standard charge for any cheatm@&enant's initial listing (which initi
listing shall be completed at Landlord's expendakivmay be requested by Tenant.

3. Except as consented to in writing by Landloréhasiccordance with Building standard improvemengsdraperies, curtains, blinds, shades,
screens or other devices shall be hung at or usedninection with any window or exterior door ood®of the Premises. No awning shall be
permitted on any part of the Premises. Tenant sisalplace anything against or near glass parstammndoors or windows which may appear
unsightly from outside the Premises.

4. Tenant shall not obstruct any sidewalks, hldlshies, passages, exits, entrances, elevatotaionays of the Building. Subject to the
provisions of Lease Paragraph 9a, Tenant and ndogegor invitee of Tenant shall go upon the raathe Building or make any roof or
terrace penetrations without Landlord's prior ventconsent. Tenant shall not allow anything tolbeqd on the outside terraces or balconies
without the prior written consent of Landlord.

5. All cleaning and janitorial services for the Bling shall be provided exclusively through Landloand, except with the written consent of
Landlord, no person or persons other than thosmapgd by Landlord shall be employed by Tenant enyitted to enter the Building for the
purpose of cleaning. Tenant shall not cause angeessary labor by carelessness or indifferendgetgaod order and cleanliness of the
Premises. Landlord shall not in any way be resfd@$o any Tenant for any loss of property on thenitses, however occurring, or for any
damage to any Tenant's property by the janitomgrather employee or person.

6. Landlord acknowledges that Tenant may installemant's expense, a card key entry system &rémaises, provided that Tenant shall
provide Landlord with the appropriate card to allagcess in the in accordance with the terms of&ase, and shall deliver to Landlord, uj
the termination of its tenancy, the card keys, @hdquipment and other information necessary &rage all locks for doors in the Premises.

7. If Tenant requires telegraphic, telephonic, larrglarm or similar services, it shall first olstaand comply with, Landlord's instructions for
their installation.

8. The elevators shall be available for use byesants in the Building, subject to reasonable dalireg as Landlord in its discretion shall
deem appropriate. No equipment, materials, furejtpackages, supplies, merchandise or other pyopélte received in the Building or
carried in the elevators except between the hauthe manner and in the elevators as may be det®idriby Landlord.

9. Tenant shall not place a load upon any flodhefPremises which exceeds the maximum load paredaot which the floor was designed
to carry and which is allowed by law. Tenant's hass machines and mechanical equipment which caise or vibration which may be
transmitted to the structure of the Building oatty space therein, and which is objectionable todlard or to any tenants in the Building,
shall be placed and maintained by Tenant, at Te&narpense, on vibration eliminators or other devisufficient to eliminate noise or
vibration.

10. Tenant shall not use or keep in the Premisgsaaic or hazardous materials or any kerosenglmesor inflammable or combustible fl
or material other than those limited quantitiesassary for the operation or maintenance of offqp@@ment. Tenant shall not use or permi



be used in the Premises any foul or noxious gasilostance, or permit or allow the Premises to lsemed or used in a manner offensive or
objectionable to Landlord or other occupants ofl@ding by reason of noise, odors or vibratioNs.animal, except seeing eye dogs when
in the company of their masters, may be brouglat éntkept in the Building.

11. Tenant shall not use any method of heatingrarcenditioning other than that supplied by Landlounless Tenant receives the prior
written consent of Landlord.

12. Tenant shall cooperate fully with Landlord ssare the most effective operation of the Buildifggating and air-conditioning and to
comply with any governmental energgving rules, laws or regulations of which Tena# hctual notice. Tenant shall refrain from atténg
to adjust controls other than room thermostatsilest for Tenant's use. Tenant shall keep corritbars and sliding glass doors closed, and
shall close window coverings at the end of eacliness day.

13. Landlord reserves the right, exercisable withmdice and without liability to Tenant, to charthe name and street address of the
Building.

14. Landlord reserves the right to exclude anygrefsom the Building between the hours of 6:00 pand 8:00 a.m. the following day, or €
other hours as may be established from time to biyneandlord, and on Saturdays, Sundays and legaldys, unless that person is known to
the person or employee in charge of the Buildingj la@s a pass or is properly identified. Tenantl fleatesponsible for all persons for whom
it requests passes and shall be liable to Landtordll acts of those persons. Landlord shall reotiéible for damages for any error in
admitting or excluding any person from the Buildihgndlord reserves the right to prevent accesseduilding by closing the doors or by
other appropriate action in case of invasion, mial, public excitement or other commotion.

15. Tenant shall close and lock the doors of ises, shut off all water faucets or other wapgagaatus and turn off all lights and other
equipment which is not required to be continuously. Tenant shall be responsible for any damagejunies sustained by other tenants or
occupants of the Building or Landlord for noncoraptie with this Rule.

16. The toilet rooms, toilets, urinals, wash boarsl other apparatus shall not be used for any garpther than that for which they were
constructed, and no foreign substance of any kinatsoever shall be placed therein. The expenseydfr@akage, stoppage or damage
resulting from any violation of this rule shall berne by the tenant who, or whose employees otgesj shall have caused it.

17. Subject to the provisions of Lease Paragrapi @aant shall not install any radio or televis@rtenna, loudspeaker or other device on the
roof or exterior walls of the Building without Lalwtld's prior written consent, which consent shali Ibe unreasonably withheld or delayed.
Tenant shall not interfere with radio or televistmoadcasting or reception from or in the Buildargelsewhere.

18. Tenant shall not cut or bore holes for wirethm partitions, woodwork or plaster of the PremiSeenant shall not affix any floor covering
to the floor of the Premises in any manner exceptpproved by Landlord. Tenant shall repair, ordsponsible for the cost of repair of any
damage resulting from noncompliance with this Rule.

19. Tenant shall not install, maintain or opergieruthe Premises any vending machine without thee prritten consent of Landlord.

20. Canvassing, soliciting and distributing handhir any other written material and peddling ia Building are prohibited, and each tenant
shall cooperate to prevent these activities.

21. Landlord reserves the right to exclude or exeh the Building any person who, in Landlord'dgment, is intoxicated or under the
influence of liquor or drugs, or who is in violati@f any of the Rules and Regulations of the Bogdi
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22. Tenant shall store all its trash and garbadieinits Premises. Tenant shall not place in aaghtbox or receptacle any material which
cannot be disposed of in the ordinary and customreamner of trash and garbage disposal within thiklBg. All garbage and refuse disposal
shall be made in accordance with directions is$t@d time to time by Landlord.

23. Use by Tenant of Underwriters' Laboratory apptbequipment for brewing coffee, tea, hot choeotatd similar beverages and
microwaving food shall be permitted, provided ttisg equipment and use is in accordance with aliegipe federal, state, county and city
laws, codes, ordinances, rules and regulations.

24. Tenant shall not use the name of the Buildmgoinnection with or in promoting or advertising thusiness of Tenant, except as Tenant's
address, without the written consent of Landlord.

25. Tenant shall comply with all safety, fire pretten and evacuation procedures and regulatioabkstted by Landlord or any governmel
agency. Tenant shall be responsible for any inetasurance premiums attributable to Tenant'tifee Premises, Building or Property.

26. Tenant assumes any and all responsibility fotggting its Premises from theft and robbery, Whiesponsibility includes keeping doors
locked and other means of entry to the Premisesedlo

27. Tenant shall not use the Premises, or suffpeonit anything to be done on, in or about thexi®ses, which may result in an increase to
Landlord in the cost of insurance maintained bydlard on the Building and Common Areas.

28. Tenant's requests for assistance will be agdtal only upon appropriate application to thecaffof the Building by an authorized
individual. Employees of Landlord shall not perfoamy work or do anything outside of their regulatiéls unless under special instructions
from Landlord, and no employee of Landlord will atlamy person (Tenant or otherwise) to any offidgthaut specific instructions from
Landlord.

29. Tenant shall not park its vehicles in any paglareas designated by Landlord as areas for gpbkitvisitors to the Building or other
reserved parking spaces. Tenant shall not leavieleshn the Building parking areas overnight, park any vehicles in the Building parking
areas other than automobiles, motorcycles, moteedor non-motor driven bicycles or four-wheelagcks. Tenant, its agents, employees
and invitees shall not park any one (1) vehiclmare than one (1) parking space.

30. The scheduling and manner of all Tenant moseaind move-outs shall be subject to the discretimhapproval of Landlord, and moires
and move-outs shall take place only after 6:00 pmweekdays, on weekends, or at other times adld@hmay designate. Landlord shall
have the right to approve or disapprove the mogermoving company employed by Tenant, and Tenaadt shuse the movers to use only
entry doors and elevators designated by Landléitehant's movers damage the elevator or any giwerof the Property, Tenant shall pay to
Landlord the amount required to repair the damage.

31. Smoking is not permitted within the Premisestber portions of the Building, except in suchldinig location(s), if any, which Landlord
may at its sole discretion from time to time maimti@r the convenience of all tenants.

32. Landlord may waive any one or more of theseeRahd Regulations for the benefit of Tenant orathgr tenant (provided any such
waiver in favor of any other tenant shall be deemehiver in favor of Tenant) but no waiver by Land shall be construed as a waiver of
the Rules and Regulations in favor of any otheamémnor prevent Landlord from thereafter enfordimg Rules and Regulations against ar
all of the tenants of the Building.

33. These Rules and Regulations are in additioartd,shall not be construed to in any way modifgmend, in whole or in part, the terms,
covenants, agreements and conditions of any Idgs@mises in the Building.
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34. Landlord reserves the right to make other neaisle Rules and Regulations as, in its judgmeny, fneen time to time be needed for safety
and security, for care and cleanliness of the Builénd for the preservation of good order ther&amant agrees to abide by all Rules and
Regulations hereinabove stated and any additiohes and regulations which are adopted.

35. Tenant shall be responsible for the observaheéd of the foregoing rules by Tenant's employeggents, clients, customers, invitees and
guests.

-7-



EXHIBIT D
UTILITIES AND SERVICES

The standards set forth below for Utilities andv8ms are in effect. Landlord reserves the rigtadopt nondiscriminatory modifications and
additions hereto, which do not materially affecha@et's rights. Landlord shall give notice to Tepamaiccordance with provisions of this
Lease, of material modification and additions.

1. PROVISION BY LANDLORD. Landlord shall:

() ELEVATOR. Provide unattended automatic elevédoilities Monday through Friday, except holidafrem 7:00 a.m. to 7:00 p.m., and
Saturday from 8:00 a.m. to 1:00 p.m. ("Buildingr&tard Hours") and have at least one elevator alaik all other times.

(b) VENTILATION.

(i) Ventilate the Premises and furnish air-condithm or heating during Building Standard Hours (ahdther times for the additional charges
described in Paragraph 2 to the extent requirethtfocomfortable occupancy of the Premises) subjegbvernmental regulation and the
provisions of subparagraph (ii) below. The air-dtinding system achieves maximum cooling when tledew coverings and sliding glass
doors are closed. Landlord shall not be respon$illsoom temperatures if Tenant does not keeplidihg glass doors in the Premises closed
whenever the system is in operation. Tenant sbalberate to the best of its ability at all timeshaiandlord and shall abide by all reasonable
regulations and requirements which Landlord maggnibe for the proper functioning and protectioritaf air-conditioning system. Tenant
shall not connect any apparatus, device, condytpa to the Building's chilled and hot water adrditioning supply lines. Tenant and
Tenant's servants, employees, agents, visitoes)dimes or contractors shall not enter at any timenechanical installations or facilities of the
Building, or adjust, tamper with, touch or othemvia any manner affect the installations or faeiit If any installation of partitions,
equipment or fixtures by Tenant necessitates thmlancing of the climate control equipment in Bremises, the re-balancing shall be
performed by Landlord at Tenant's expense.

(c) ELECTRICITY. Subject to the provisions of Paragh 2, furnish to the Premises electric currenegsired by the Building standard
office lighting and equipment installed by Tenanthie Premises. Tenant's electrical consumptioth sbaeparately sub-metered, such sub-
meter installed and maintained by Landlord atdle €xpense, and Tenant shall reimburse Landlomtithg as Additional Rent, for the
measured consumption as set forth in an invoica ftandlord accompanied by such documentation esasonably sufficient to substantiate
such changes. Tenant shall not connect any apgasatievice with wires, conduits or pipes, or otimeans by which the services are
supplied, for the purpose of using additional ansural amounts of the services without the priottemi consent of Landlord. Unless expre:
authorized by Landlord in writing, at all times Bert's use of electric current shall not exceedctacity of the feeders to the Building or the
risers or wiring installation. The foregoing notiastanding, Landlord shall make a minimum of 6 Wp#srentable square foot available for
Tenant's use for connected load.

(d) WATER. Make water available in public areasdoinking and lavatory purposes only.

(e) JANITORIAL SERVICE. Provide building standaahijtorial service to the Premises, as set fortExmibit G, provided the Premises are
used exclusively as offices, and are kept reasgnaldrder by Tenant. Tenant shall pay to Landkang cost incurred by Landlord for
janitorial services in excess of those generaltwijoled for other tenants in the Building. Tenardlspay to Landlord the cost of removal
any of Tenant's refuse and rubbish.

2. ADDITIONAL CHARGES. Landlord may impose a chamgual to Landlord's actual incremental cost, withmark-up, in providing such
utilities or services, including, without limitaticany necessary maintenance personnel costs, Yfartiities and services, including without

limitation any necessary aenditioning, electric current, water and janitbgarvice, required to be provided by Landlord bggon of (i) an

use of the Premises at any time other than duriigiiBg Standard Hours;
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(if) any use beyond what Landlord agrees to furaistilescribed above; or (i) special electricabling and ventilating needs created in
certain areas by hybrid telephone equipment, coempand other similar equipment or uses.

3. RULES AND REGULATIONS. Tenant agrees to coopegtall times with Landlord and to abide by atigenable regulations and
requirements which Landlord may prescribe for the of the utilities and services. Any failure ty jgamy excess costs as described above
the next installment of Rent due after receipt efaiement for such services accompanied by suninaentation as is reasonably sufficien
substantiate such charges, shall constitute a bi@fatbe obligation to pay Rent under this Lease strall entitle Landlord to the rights gran
in this Lease for a breach.

4. NOTICE. To the extent practical, Landlord slaiempt to give Tenant notice of proposed shutdavfrservices.
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EXHIBIT E
EXISTING TENANT PRIORITY RIGHTS AS TO FIRST OFFER T O LEASE
. Allstate Insurance Co.
. Metromarketing Resources, Inc.
. Ryan Beck & Company
. William Casper Graustein Memorial Fund
. T.M. BYXBEE COMPANY, P.C.
. IBM.
. Parrett, proto, Psrese & Colwell, P.C.
. Teachers insurance and Annuity Association oEAoca
. Waddell & Reed, Inc.
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EXHIBIT F
EXCLUSIONS FROM OPERATING EXPENSES

1. Expenditures that are, under generally accegtedunting principles consistently applied, of pitzd nature, and depreciation and
amortization, except to the extent of the annuadréization of certain capital expenditures, as enthe extent permitted by the terms of
Section 5(b) of the Lease.

2. Any costs, fees or expenses paid to an affjlmibsidiary or related company of Landlord in escef that which would be paid to
competitor contractors, servicemen, vendors or @ngs at arms length for comparable service of @vaige quality to the comparable area.

3. Interest on debt or amortization payments onmagtgage or mortgages, mortgage charges and lag&&ommissions.

4. Attorneys' fees, accountants' fees architegts, fcosts and disbursements and other expense®thin connection with negotiations or
disputes with Tenant, other tenants, other occgpantprospective tenants or occupants or assdondth the enforcement of any leases or
defenses of Landlord's title to or interest in fmeperty or any part thereof.

5. Costs, expenses or expenditures relating teetih@vation, improvement, decorating, painting ate@rating of any space for any other
tenants or other occupants of the Building.

6. Expenses in connection with services or othaefiis of a type or to the extent not provided &mant or the Premises but which are
provided to another tenant or occupant.

7. Penalties or damages incurred due to violatiohandlord or any tenant of the terms and cond#iohany lease, except for any violations
committed by the Tenant.

8. All items and services for which Tenant or attyeo tenant or occupant in the Building or anotbet of the Property is separately charged,
reimburses Landlord or pays third persons or foictviandlord is reimbursed by any other party, uidahg, without limitation, amounts
reimbursed under insurance policies and the netiahrecoverable by Landlord under any warranties.

9. Any fines or penalties incurred due to violaidny Landlord of any governmental rule or authority

10. Advertising and promotional expenditures.

11. Any compensation paid to clerks, attendantstoer persons in commercial concessions operatédiglord at the Property.
12. Payments under any ground lease.

13. Charitable or political contributions.
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EXHIBIT G
CLEANING SPECIFICATIONS

ALL OFFICES & CONFERENCE ROOMS

Nighty:
1. Assemble all waste and dispose of it in wastgainer.
2. Replace plastic liner in waste basket.
3. Dispose of recycled waste in proper containers.
4. Dust all furniture, counters and file cabingig¢pand telephones.
5. Dust, mop or sweep all non-carpeted areas.
6. Vacuum traffic and obviously soiled carpet areas
7. Remove finger prints and smudges from partitiole®rs, woodwork and light switches (except wigrecial solutions are needed).
8. Spot clean glass doors and partions.
9. Clean and sanitize all drinking fountains.
10. Spot clean carpet where possible.
11. Erase white board and clean marker tray.
12. Mop all marble floors nightly with clean watanly.

Once Per Week:

1. Vacuum non-traffic carpet areas.
2. Dust all ledges and sills to hand level.

Monthly:
1. Dust high partitions, ledges, sills, picturetiies, pipes, and cabinets above hand level.
2. Dust Venetian Blinds.
3. Strip, wash and wax resilient tile floors.
KITCHENETTS

Nightly:
1. Assemble all waste and dispose of it in wastgainer.
2. Replace plastic liner in waste baskets.
3. Vacuum traffic and obviously soiled areas.
4. Wet mop resilient floor tiles.

RESTROOMS



Nightly:

. Clean and sanitize hand wash sinks, urinalscantmode--inthat order. Clean the inside and oetsfceach fixture.
. Clean and polish chrome fittings and bright wankluding shelves, flushometers and dispensers.
. Clean and polish mirrors and glass.
. Dust and spot clean toilet partitions and dotileswalls, and receptacles.
. Empty all waste and sanitary napkin receptathsgrt liners.
. Furnish and refill all dispensers with soap,gapwels, toilet tissue, plastic liners, tec.
. Remove spots, stains and splashes from wall area
. Emoty and damp wipe all trash receptacles.
. Wet mop and rinse all floors. Germicidal solntto be used in some locations.

Once Per Week:
. Dust all horizontal surfaces including moldiniggiges, shelves, door frames, radiators and ipadit
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Monthly:

1. Dust or vacuum all supply and exhaust air dooteers and grills.
2. Change air freshener cartridges.

ELEVATORS

Nightly:

1. Vacuum or sweep.

2. Dust.

3. Wipe down control panel to remove finger prints.

COMMON AREAS, HALLWAYS AND LOBBY

Nightly:

1. Vacuum carpets and spot clean if necessary.

2. Wet mop, with clean water only, marble or ce@ftgors.

3. Sweep all stairs in all stair wells.

4. Note and provide written list to building mainéace of all burned out lights or exit signs.
5. Clean all glass doors in main lobby inside and o

6. Dust all stainless steel grills.
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Exhibit 10.18
Amended and Restated Revolving Credit and Securithgreement
between
TRANSACT TECHNOLOGIES INCORPORATED
"Borrower"
and
TD BANKNORTH, N.A.

“Lender”

Dated: November 28, 20(



AMENDED AND RESTATED REVOLVING CREDIT AND SECURITY AGREEMENT

THIS Amended and Restated Revolving Credit and goigreement (the "Agreement"), dated as of Noken28, 2006 is made by and
between TransAct Technologies Incorporated, a Dadaworporation ("Borrower") and TD Banknorth, N.A.national banking association
("Lender").

WITNESSETH:

In consideration of the premises and of the mutoaEnants herein contained and to induce Lendextend credit to Borrower, the parties
agree as follows:

1 Definitions. Capitalized terms that are not otfise defined herein shall have the meanings s#t forExhibit 1 hereto.
2 The Loan.

2.1 Amendment and Restatement of Prior Agreemdns. Agreement amends and restates in its entinatycertain Revolving Credit,
Equipment Loan and Security Agreement by and betvid@erower and Lender dated August 6, 2003 (as detbfrom time to time the "Pri
Agreement”). Borrower reaffirms that all of the &lidedness outstanding as of the date hereof umelérior Agreement shall continue to be
Indebtedness under this Agreement. The AmendedRasthted Revolving Credit Note executed this daterals and restates the Revolving
Credit Note under the Prior Agreement and reaffiathsf the Indebtedness evidenced by such Rewgl@redit Note. The grant of a security
interest hereunder is an affirmation of the seguniterest granted by Borrower under the Prior Agnent.

2.2 Revolving Credit Loan. Lender agrees, on thes$eand conditions set forth in this Agreement tikenRevolving Credit Loans to
Borrower from time to time during the Revolving @itePeriod, provided that no Default or Event off@ét has occurred and is continuing
amounts such that the aggregate principal amouRewblving Credit Loans and the face amount of lagtyers of Credit at any one time
outstanding will not exceed the Maximum Loan Amoonas to any Revolving Credit Loan used to fundrted Acquisitions will not
exceed $7,500,000.00 in the aggregate during theliRag Credit Period. Within the foregoing limBorrower may borrow, prepay and
reborrow Revolving Credit Loans at any time durihg Revolving Credit Period.

2.3 Amended and Restated Revolving Credit Note.Réwolving Credit Loans shall be evidenced by arpssory note in the face amount of
the Maximum Loan Amount and dated the date henedfimthe form appended here to as Exhibit 2 (hménded and Restated Revolving
Credit Note") and shall be payable in accordandb thie terms of the Amended and Restated Revol@neglit Note and this Agreement.
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2.4 Requesting Interest Rate.

(a) Each Revolving Credit Loan shall be a PrimesRBairrowing if made through any controlled disbunsat or similar account maintained
by Borrower with Lender or a LIBOR Borrowing if Bower so requests in compliance with the provisiofithis Agreement. Borrower must
request at least two Business Days prior to theoéradhy Interest Period that a LIBOR Borrowing loatinued as a LIBOR Borrowing (in
accordance with the provisions hereof) otherwisgdUBOR Borrowing will be continued as a Prime &Bbrrowing.

(b) Each LIBOR Borrowing or continuation of any LR Borrowing shall be in an amount at least equ&l1t00,000 or any greater multiple
of $50,000. There shall not at any time be more thé#otal of four (4) LIBOR Borrowings outstandifay all Loans at any time.

(c) Borrower may request a LIBOR Borrowing or cagttion of a LIBOR Borrowing not later than 11:QfhaEastern Standard or Daylight
Savings time, as applicable, two Business Daysrbdfe date of the proposed LIBOR Borrowing or gardtion. Each request for a LIBOR
Borrowing shall set forth the requested Interestddeand shall be irrevocable.

2.5 Revolving Credit Loans.

(a) Lender, in its discretion, may require from Bover a signed written request for a Revolving @redan in form satisfactory to Lender,
which request shall (i) be delivered to Lenderater than 12:00 noon (local Eastern Standard aeBaBaylight Savings Time as applicat
on the date of the requested Revolving Credit LibarPrime Rate Borrowing and as provided in

Section 2.4 if a LIBOR Borrowing, and (ii) specitye date (which shall be a Business Day) and theuatrof the proposed Revolving Credit
Loan and (iii) provide such other information astler may require. Lender's acceptance of suchuestghall be indicated by its making the
Revolving Credit Loan requested.

(b) Notwithstanding the foregoing, Lender may,t;1sole and absolute discretion, make or pernigneain outstanding Revolving Credit
Loans in excess of the original maximum principabant of the Amended and Restated Revolving Ci¢adlie, and all such amounts shall (i)
be part of the Indebtedness evidenced by the Anteadeé Restated Revolving Credit Note, (ii) beagri@est as provided herein, (iii) be
payable upon demand by Lender, and

(iv) be entitled to all rights and security as pdad under the Loan Documents.

(c) Revolving Credit Loans may be repaid and ratwed during the Revolving Credit Period.

(d) Borrower will maintain all of its primary depibaccounts with Lender, provided that Borrower ngaptinue to utilize a deposit account
with Tompkins County Trust in Ithaca, New York.
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2.6 Letter of Credit. Lender in its sole discretioay issue letters of credit or bankers' accepta(ualectively "Letter of Credit") upon terms
and conditions satisfactory to Lender.

2.7 Repayment of Loans.

(a) The Revolving Credit Loans shall mature, aredgtincipal amount thereof and all interest, feapenses and other amounts payable u
the Loan Documents shall be due and payable olasheay of the Revolving Credit Period unless edéal in writing by Lender in its sole
discretion.

(b) Borrower shall pay interest on the aggregafeitchprincipal balance of each LIBOR Borrowing fraime date of each such Loan through
and including the last day of the Interest Peribdsen by Borrower with respect to such LIBOR Botirgpor any continuation thereof as
provided in Section 2.4 and shall pay all integestrued but unpaid at the option of Lender (i)fmnfirst day of each month, (ii) monthly frc
the date the LIBOR Borrowing is made or (iii) o tlast day of the applicable Interest Period. Aedrand unpaid interest on all Prime Rate
Borrowings shall be due and payable on the firgtafaach calendar month.

(c) Lender may debit any deposit account of Bormowi¢h Lender or make Revolving Credit Loans to Bover (whether or not in excess of
the lesser of the Maximum Loan Amount) and applhsamounts to the payment of interest, fees, exgseasd other amounts to which
Lender may be entitled from time to time under bmdebtedness due Lender and Lender is hereby radlp authorized to do so without the
consent of Borrower.

(d) Borrower shall make each payment of princigaml interest on the Loan and fees hereundematat than 12:00 noon (Eastern Standard
or Eastern Daylight Savings Time as applicable)hendate when due, without set off, counterclaimtber deduction, in immediately
available funds to Lender at its address refemad Section 10.6. Whenever any payment of pridapeor interest on, the Loans or of fees
shall be due on a day, which is not a Business aycate for payment thereof shall be extende¢damext succeeding Business Day. If the
date for any payment of principal is extended bgrapon of law or otherwise, interest thereon shalpayable for such extended time.

(e) Regardless of the term of any Loan, all Lodralde due and payable if any Loan is not paid midhee.

2.8 Overdue Amounts. Any payments not made as dmethwdue shall bear interest from the date due paiil at the Default Rate, in Lender's
discretion.

2.9 Fees.
(a) Borrower shall pay to Lender a non-refundabtglity fee in the amount of $27,000.00 on the dHtthis Agreement.
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(b) Borrower shall pay to Lender a unused facii#y for each day at a rate per annum equal torttaupt of (i) one-quarter of one percent
divided by 360 multiplied by (ii) the differencetbeeen (A) the Maximum Loan Amount and (B) the aggtte outstanding amount of the
Revolving Credit Loans on such day, payable monbhlyhe first day of each calendar month with respethe immediately preceding
month.

2.10 Statement of Account. Lender will provide Buover with a statement of account on a monthly basish statement will be presumed
complete and accurate and will be definitive amtilsig on Borrower, unless objected to with speitifiby Borrower in writing within forty-
five (45) days after receipt.

2.11 Interest Rate.

(a) The Revolving Credit Loans comprising each riRate Borrowing shall bear interest at a rateapaum equal to the Prime Rate minus
1.00% per annum as adjusted from time to time.

(b) The Revolving Credit Loans comprising each LBBBorrowing shall bear interest at a rate per aneqgmal to the Adjusted LIBO Rate
the Interest Period in effect for such LIBOR Boringiplus the Applicable Margin as adjusted fromdita time.

(c) If prior to the commencement of any Interestidtefor a LIBOR Borrowing Lender determines (whidétermination shall be conclusive
absent manifest error):

(d) that adequate and reasonable means do nof@xascertaining the Adjusted LIBO Rate or the DIRate, as applicable, for such Interest
Period; or that, due to changes in circumstanbesAtjusted LIBO Rate or the LIBO Rate, as applieafor such Interest Period will not
adequately and fairly reflect the cost to Lendemaking or maintaining their Loans included in si¢BOR Borrowing for such Interest
Period; then Lender shall give notice thereof torBaer by telephone or telecopy as promptly astmralole thereafter and such Loan shall be
made as a Prime Rate Borrowing.

(e) All interest hereunder shall be computed orbss of a year of 360 days, and in each casklshphyable for the actual number of days
elapsed (including the first day but excluding ldwt day). The applicable Prime Rate, Adjusted LIB&e or LIBO Rate shall be determined
by Lender and such determination shall be conatuabsent manifest error.

2.12 Increased Costs.

(@) Increased Costs Generally. If any Change in haall impose, modify or deem applicable any resespecial deposit, compulsory loan,
insurance charge or similar requirement againgttasd, deposits with or for the account of, odirextended or participated in by, Lender
(except any reserve requirement reflected in thigtdd LIBO Rate) and the result of any of the miag shall be to increase the cost to
Lender of making or maintaining any LIBOR Borrowifay of maintaining its obligation to make any suaan)
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then, upon request of Lender, Borrower will payémder such additional amount or amounts as withpensate Lender for such additional
costs incurred or reduction suffered.

(b) Capital Requirements. If Lender reasonably mieitees that any Change in Law affecting Lenderrorlending office of such Lender or
such Lender's holding company, if any, regardirgjtarequirements has or would have the effeeedticing the rate of return on Lender's
capital or on the capital of Lender's holding compaf any, as a consequence of this Agreementgdinemitments of Lender hereunder or
Loans made by Lender to a level below that whichdex or Lender's holding company could have ackidxe for such Change in Law
(taking into consideration Lender's policies arel plolicies of such Lender's holding company witpest to capital adequacy), then from
time to time Borrower will pay to Lender such adlafill amount or amounts as will compensate suclidé&ear Lender's holding company for
any such reduction suffered.

(c) Certificates for Reimbursement. A certificaftd_ender setting forth the amount or amounts nesrgs® compensate such Lender or its
holding company, as the case may be, as spedaifipdragraph (a) or (b) of this

Section setting forth in reasonable detail thesfmi such claim and a calculation of the amounbpée to the Lender and delivered to
Borrower shall be conclusive. so long as it reBexteasonable basis for the calculation of theusutscset forth therein and does not contain
any manifest error. Borrower shall pay the Lentieramount shown as due on any such certificatennih days after receipt thereof.

(d) Delay in Requests. Failure or delay on the pattender to demand compensation pursuant tcadion shall not constitute a waiver of
Lender's right to demand such compensation, pravidat Borrower shall not be required to compenkateler pursuant to this Section for
any increased costs incurred or reductions sufferet than six months prior to the date that Lendletifies Borrower of the Change in Law
giving rise to such increased costs or reductiowsad Lender's intention to claim compensationefar (except that, if the Change in Law
giving rise to such increased costs or reductismstroactive, then the nine-month period refetoegbove shall be extended to include the
period of retroactive effect thereof).

2.13 Break Funding Payment. In the event of (i)gagment of any principal of any LIBOR Borrowinghet than on the last day of an Intel
Period applicable thereto (including as a resuliroEvent of Default), (ii) the conversion of anBOR Borrowing other than on the last day
of the Interest Period applicable thereto, or {fi@ failure to borrow, convert, continue or prepay LIBOR Borrowing on the date specified
in any notice delivered pursuant hereto (regardiésghether such notice is permitted to be revaealnld is revoked in accordance herewith)
then, in any such event, Borrower shall compenisateler for the loss, cost and expense attributabdeich event, including the LIBOR Yie
Maintenance Fee.

2.14 Mandatory Prepayments.

(a) Sale, Damage, Destruction, etc. If Borrowelssahy Equipment, or if any of the Collateral isrdaed, destroyed or taken by
condemnation, Borrower shall pay to Lender,
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unless otherwise specifically provided herein dreovise agreed to by Lender, as and when receiy@&blrower and as a mandatory
prepayment of the Loans, to be applied to the RéwgICredit Loans, subject to Borrower's abilityrédorrow Revolving Credit Loans in
accordance with the terms hereof (or, at Lend@ti®n, such of the other Indebtedness of Borrovgdrender may elect), a sum equal to the
net proceeds received by Borrower from (i) suck sal(ii) such damage, destruction or condemnapomvided, however, that without
Lender's consent, unless and until an Event of befes occurred and is continuing:

(i) obsolete or worn out Equipment may be soldtbeowise disposed of by Borrower and the proceleeiedf may be retained by Borrower,
so long as the fair market value of any such Eqeipnsold or otherwise disposed of in any singledaation is less than $100,000, and the
fair market value, in the aggregate, of all suchifopent sold or otherwise disposed of by Borrowirdy any twelve-month period is less
than $100,000; and

(i) proceeds of Collateral arising from the damadgesstruction or condemnation thereof may be rethlyy Borrower and used by Borrowe!
repair, restore or replace such Collateral, ag#ise may be, so long as the fair market value psaoh Collateral damaged, destroyed or
condemned in any single incident is less than $land the fair market value, in the aggregatellcfuch Collateral owned by Borrower
and damaged, destroyed or condemned during anyawebnth period is less than $100,000.

3 Conditions Precedent to Borrowing. Prior to mgkimy Loan, the following conditions shall havebeatisfied, in the sole opinion of
Lender and its counsel:

3.1 Conditions Precedent to Initial Advance. Inifidd to any other requirement set forth in thisrégment, Lender will not make the initial
Loan unless and until the following conditions s$lhalve been satisfied:

(a) Loan Documents. Borrower and each other pargny Loan Document, as applicable, shall haveldggdcand delivered this Agreement,
the Amended and Restated Revolving Credit Noteadiner required Loan Documents, all in form and safse satisfactory to Lender.

(b) Supporting Documents. Borrower shall causectddlivered to Lender the following documents:

(i) A copy of the governing instruments of Borroveerd each Subsidiary, and a good standing cettficaBorrower and each Subsidiary,
certified by the appropriate official of its statkincorporation;

(i) Incumbency certificate and certified resolutsoof the board of directors (or other approprizéesons) of Borrower and each other Person
executing any Loan Documents, signed by the Segretaanother authorized officer of
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Borrower or such other Person, authorizing the eti@e, delivery and performance of the Loan Docutsen

(iii) The legal opinion of Borrower's legal counseldressed to Lender regarding such matters astand its counsel may reasonably
request;

(iv) Satisfactory evidence of payment of all feee @nd reimbursement of all costs incurred by Leratel evidence of payment to other
parties of all fees or costs which Borrower is liegglito pay under this Agreement;

(v) UCC searches and other Lien searches showirgxisting security interests in or Liens on thel@ekal other than Permitted Liens or
Liens to be terminated upon funding of the initiahn and for which Lender has a satisfactory palgifér;

(vi) An Affirmation of Guaranty from each of the @uantors;
(vii) Fully executed and completed certificate lie form appended hereto as Exhibit 3 (the "Pedadilertificate”);
(viii) Intellectual Property Security Agreementtasany Intellectual Property identified in the resdl Perfection Certificate;

(ix) All material contracts not yet delivered teethender, including the GTECH Contract and anyheffollowing, which if cancelled or
violated would have a Material Adverse Effect omwer including by way of example (a) leases,ibpn contracts, (c) labor contracts,
vendor supply contracts,

(e)license agreements, and (f) distributorship exgents; and

(x) The Transact UK Pledge Agreement duly execatetioriginal share certificate for 65% of the isbaad outstanding shares of Transact
UK.

(c) Insurance. Borrower shall have delivered todesrsatisfactory evidence of insurance meetingahjairements of Section 5.3.

(d) Perfection of Liens. UCC-1 financing statemesttall duly have been recorded or filed in the nearamd places required by law to
establish, preserve, protect and perfect the isteBnd rights created or intended to be creatddebgecurity interest granted hereunder; and
all taxes, fees and other charges in connectiom thé execution, delivery and filing of the finamgistatements shall duly have been paid.

(e) Lien Waiver. Lender has received certain LieaiWrs as provided on the Perfection Certificat® Barrower shall use best efforts to
obtain all additional Lien Waivers from (i) all ksrs of real property to Borrower or in which Ctélal is located and (ii) all
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processors and vendors agreed to by Borrower anddrdor which the Borrower has not yet receivechsilien Waiver and which are listed
on the Perfection Certificate.

(f) Additional Documents. Borrower shall have delied to Lender all additional opinions, documeogstificates and other assurances that
Lender or its counsel may require.

3.2 Conditions Precedent to Each Advance. Theuatig conditions, in addition to any other requirenseset forth in this Agreement, shall
have been met or performed by the requested datmfoRevolving Credit Loan (whether or not a veritrequest is required) shall be deel
to be a representation that all such condition® teen satisfied:

(a) No Default. No Default shall have occurred dedcontinuing or would occur upon the making of Revolving Credit Loan in question.

(b) Correctness of Representations. All represiemsitand warranties made by Borrower herein orretise in writing in connection herewith
shall be true and correct in all material respedtis the same effect as though the representatindsvarranties had been made on and as of
the proposed date for the Revolving Credit Loarepkeo the extent that such representations rededespecific date or prior event.

(c) Limitations Not Exceeded. The proposed Revag\v@iredit Loan shall not cause the outstanding praldalance of the Revolving Credit
Loans to exceed the Maximum Loan Amount.

(d) Further Assurances. Borrower shall have dedigeuch further documentation or assurances ast emaly reasonably require.

4 Representations and Warranties. In order to iadiender to enter into this Agreement and to mhkd_bans provided for herein, Borrower
makes the following representations and warrangiksf which shall survive the execution and defiv of the Loan Documents. Unless
otherwise specified, such representations and wéesashall be deemed made as of the date herdaisaof each date Borrower requests a
Revolving Credit Loan:

4.1 Valid Existence and Power. Borrower and eadbsi8liary is a corporation duly organized, validijsting and in good standing under the
laws of the jurisdiction of its organization andligly qualified or licensed to transact businesalliplaces where the failure to be so qualified
would have a Material Adverse Effect on it. EaciBofrower and each other Person which is a pargnioLoan Document (other than
Lender) has the power to make and perform the IDnazuments executed by it and all such instrumeiitsonstitute the legal, valid and
binding obligations of such Person, enforceablacicordance with their respective terms, subject tmbankruptcy and similar laws affecti
creditors' rights generally.

4.2 Authority. The execution, delivery and perfonoa thereof by Borrower and each other Personr(titlae Lender) executing any Loan
Document have been duly authorized by all necesszign of such Person, and do not and will notat@any provision of law or
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regulation, or any writ, order or decree of anyrtou governmental or regulatory authority or ageacany provision of the governing
instruments of such Person, and, except as satdarSchedule 4.2, do not and will not, with thegame of time or the giving of notice, result
in a breach of, or constitute a default or reqaing consent under, or result in the creation oflaep upon any property or assets of such
Person pursuant to, any law, regulation, instrunoemtgreement to which any such Person is a paity avhich any such Person or its
respective properties may be subject, bound octfe

4.3 Financial Condition. Other than as disclosefinancial statements delivered on or prior todlage hereof to Lender, neither Borrower nor
any Subsidiary has any direct or contingent obiligest or liabilities (including any guarantees ades) or any material unrealized or
anticipated losses from any commitments of sucBdPeexcept as described on Schedule 4.3 (if ardly3uah financial statements have been
prepared in accordance with GAAP (other than threeabe of footnotes and subject to year end adjusfras to interim statements) and fairly
present the financial condition of Borrower or Sdlay, as the case may be, as of the date theBeofower is Solvent, and after
consummation of the transactions set forth in Agseement and the other Loan documents, BorrowkbeiSolvent.

4.4 Litigation. Except as disclosed on Scheduldsaad 4.14 (if any), there are no suits or progeggipending, or to the knowledge of
Borrower threatened, before any court or by or teefmy governmental or regulatory authority, consiois, bureau or agency or public
regulatory body against or affecting Borrower oy &ubsidiary, or their assets, which if adversaiednined would have a Material Adverse
Effect on Borrower or such Subsidiary.

4.5 Agreements, Etc. Neither Borrower nor any Siibsy is a party to any agreement or instrumerstudnject to any court order,
governmental decree or any charter or other cotpaestriction, adversely affecting its businessgss, operations or condition (financial or
otherwise), and except as set forth on Scheduléfdaby), no such Person is in default in the parfance, observance or fulfillment of any of
the material obligations, covenants or conditiomstained in any agreement or instrument to whiéh é party, or any law, regulation, deci
order or the like.

4.6 Authorizations. All authorizations, consenfgpi@vals and licenses required under applicabledaregulation for the ownership or
operation of the property owned or operated by @eer or any Subsidiary or for the conduct of angibess in which it is engaged have b
duly issued and are in full force and effect, arid hot in default, nor has any event occurredcWhith the passage of time or the giving of
notice, or both, would constitute a default, uraey of the terms or provisions of any part thereofynder any order, decree, ruling,
regulation, closing agreement or other decisiomstrument of any governmental commission, bureanttter administrative agency or put
regulatory body having jurisdiction over such Parsshich default would have a Material Adverse Effen such Person. Except as noted
herein, no approval, consent or authorization pfiliag or registration with, any governmental conssion, bureau or other regulatory
authority or agency is required with respect togkecution, delivery or performance of any Loan Duent.
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4.7 Title. Each of Borrower and each Subsidiaryehgwod title to all of the assets shown in itsfiicial statements free and clear of all Liens,
except Permitted Liens.

4.8 Collateral. The security interests granteda@ader herein and pursuant to any other Securitg@gent (a) constitute and, as to
subsequently acquired property included in thea@ethl covered by the Security Agreement, will ¢ibuie, security interests under the Code
entitled to all of the rights, benefits and prist provided by the Code and (b) are, and as to suissequently acquired Collateral will be,
fully perfected, superior and prior to the righfsat third persons, now existing or hereafteriags subject only to Permitted Liens. All of the
Collateral is intended for use solely in Borrowésiness.

4.9 Taxes. Borrower and each Subsidiary have élefiéderal and state income and other tax retwinish are required to be filed, and have
paid all taxes as shown on said returns and adistancluding withholding, FICA and ad valorem texghown on all assessments received by
it to the extent that such taxes have become dwee(E as set forth on Schedule 4.9, neither Borrowe any Subsidiary is subject to any
federal, state or local tax Liens nor has suchdPersceived any notice of deficiency or other aééficiotice to pay any taxes. Borrower and
each Subsidiary have paid all sales and excise f@xgable by it.

4.10 Labor Law Matters. No goods or services haentproduced by Borrower or any Subsidiary in tiotaof any applicable labor laws or
regulations or any collective bargaining agreenoerdther labor agreements or in violation of anpimum wage, wage-and-hour or other
similar laws or regulations, except for such vimas as would not have a Material Adverse EffecBorrower.

4.11 Accounts. Each Account, instrument, chattelepand other writing constituting any portion loé tCollateral is genuine and enforceable
in accordance with its terms except for such lirthiereon arising from bankruptcy and similar lagiating to creditors' rights.

4.12 Judgment Liens. Neither Borrower nor any Slihsy, nor any of their assets, are subject towarpaid judgments (whether or not stay
or any judgment liens in any jurisdiction.

4.13 Subsidiaries. Borrower's Subsidiaries aredisin Schedule 4.13.

4.14 Environmental. Except as disclosed on Schetlti or remedied to the satisfaction of the appatg regulatory agency and to the best
knowledge of Borrower, and except for ordinary andtomary amounts of solvents, cleaners and simitderials used in the ordinary course
of Borrower's business and in material complianith @ll Environmental Laws, Borrower has not getedastored or disposed of any
Regulated Material on any portion of any properyrently owned or operated by Borrower, or transféany Regulated Material from such
property to any other location in violation of aagplicable Environmental Laws. Except as disclase&chedule 4.14, to the best knowledge
of Borrower, Borrower is in material compliance hwéll applicable Environmental Laws, and Borrowas not been notified of any action,
suit, proceeding or investigation which calls igteestion compliance by
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Borrower with any Environmental Laws, or which seél suspend, revoke or terminate any license,iperrapproval necessary for the
generation, handling, storage, treatment or didpiisany Regulated Material. To the best knowledfjBorrower, any material non-
compliance whether set forth on Schedule 4.14lweretise, which has been the subject of an investigéy a regulatory agency has been
remedied or is being remedied to the satisfacticheapplicable regulatory agency.

4.15 ERISA. Except as set forth on Schedule 4.@8Benefit Plan was in violation in any materialgest of any of the provisions of ERISA
or any of the qualification requirements of Secti@i (a) of the IRC within the immediately precedfivg year period, no non-exempt
Prohibited Transaction or Reportable Event has medwvith respect to any Benefit Plan, no BendfinFhas been the subject of a waiver of
the minimum funding standard under Section 4121efIRC, no Benefit Plan has experienced an accuetufanding deficiency under
Section 412 of the IRC, no Lien has been imposexsh@orrower or any ERISA Affiliate of Borrower und8ection 412(n) of the IRC, no
Benefit Plan has been amended in such a way taaetturity requirements of Section 401(a)(29) eflRRC apply, no notice of intent to
terminate a Benefit Plan has been distributedfexctdd parties or filed with the PBGC under Sect0d1 of ERISA, and no Benefit Plan has
been terminated under Section 4041(e) of ERISAPBB&C has not instituted proceedings to termir@tappoint a trustee to administer, a
Benefit Plan and no event has occurred or condéiasts which might reasonably constitute grouna$en Section 4042 of ERISA for the
termination of, or the appointment of a trusteadminister, any Benefit Plan, neither Borrower aoy ERISA Affiliate of Borrower would
be liable for any amount in the aggregate purstm8ections 4062, 4063 or 4064 of ERISA if all Bitrielans terminated as of the most
recent valuation dates of such Benefit Plans whichld reasonably result in a Material Adverse Bifeeither Borrower nor any ERISA
Affiliate of Borrower maintains any employee webarenefit plan, as defined in Section 3(1) of ERI®Aich provides any benefits to an
employee or the employee's dependents with respetdims incurred after the employee separates ervice other than is required by
applicable law; and neither Borrower nor any ERWS#iliate of Borrower has incurred or expects teim any withdrawal liability to any
Multiemployer Plan and after the Closing Date, nohthe abovedescribed events shall occur which are reasonidalyIto result in Materie
Adverse Effect;

4.16 Investment Company Act. Neither Borrower noy 8ubsidiary is an "investment company" as defindtie Investment Company Act
1940, as amended.

4.17 Compliance with Covenants; No Default. Borroigeand upon funding of the Loans will be, in qdiance with all of the covenants
hereof. No Default has occurred, and the executlelivery and performance of the Loan Documentstaadunding of the Loans will not
cause a Default.

4.18 Intellectual Property. Borrower and each ®Subsidiaries own such patents, trademarks, agrand other intellectual property to
operate their respective businesses and havearmignforceable licenses or rights to any additipatents, trademarks and registered
copyrights necessary for the operation of theipeesve businesses. Schedule 4.18 is a complétf il owned and licensed patents,
trademarks, copyrights and other intellectual priypef
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Borrower or any of its Subsidiaries. Except adaeh on Schedule 4.18, no claim of infringement baen asserted against Borrower as to
any intellectual property.

4.19 Full Disclosure. There is no fact (other tfeets which are generally available to the pubtid aot particular to Borrower, such as
general economic or industry trends) which is kndyrBorrower that Borrower has not disclosed todesnwhich would have a greater than
$250,000 negative impact on the Company's restitiperations or Collateral, as determined undeegaly accepted accounting principles,
in the then current quarter. Taken as a whole tenlDocuments and any agreement, document, catéifar statement delivered by
Borrower to Lender do not contain any untrue statemof a material fact or omit to state any matdaiet which is known by Borrower and
which is necessary to keep the other statements heing misleading.

4.20 Perfection Certificate. All representationgsranties and statements made by Borrower in thie®m®n Certificate executed and
delivered by Borrower to Lender in connection whk Loan are true and correct as of the date hereof

4.21 Compliance with Law. Borrower, each Guaraatwd each Subsidiary thereof is in compliance imaterial respects with the

requirements of all laws and all orders, writsyimgtions and decrees applicable to it or to itppries, except in such instances in which (a)
such requirement of law or order, writ, injunctiendecree is being contested in good faith by gmyaite proceedings diligently conducted or
(b) the failure to comply therewith, either indiuilly or in the aggregate, could not reasonablgXyected to have a Material Adverse Effect.

5 Affirmative Covenants of Borrower. Borrower coass and agrees that from the date hereof andpaythent in full of the Indebtedness
and the formal termination of this Agreement, Bareo and each Subsidiary:

5.1 Use of Loan Proceeds. Shall use the proceetthie ®evolving Credit Loans for working capitalde used in the operation of Borrower's
business and for Permitted Acquisitions and themmayt of stock buyouts under Section 6.3
(b), and Borrower shall furnish Lender all evidetitat it may reasonably require with respect tdhauge.

5.2 Maintenance of Business and Properties. Shall imes maintain, preserve and protect all &efllal and all the remainder of its material
property used or useful in the conduct of its besin and keep the same in good repair, working @i condition (ordinary wear and tear
accepted), and from time to time make, or causetmade, all material needful and proper repadrsgwals, replacements, betterments and
improvements thereto so that the business carried connection therewith may be conducted propanly in accordance with standards
generally accepted in businesses of a similar &yksize at all times, and maintain and keep irfdute and effect all licenses and permits
reasonably necessary to the proper conduct ofiggbss.
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5.3 Insurance. Shall maintain such liability inswe@, workers' compensation insurance, businessuptén insurance and casualty insurance
as may be required by law, customary and usugiristent businesses in its industry or as may ksoresbly required by Lender and shall
insure and keep insured all Collateral and othepeirties in good and responsible insurance comgaaiisfactory to Lender. Such insurance
shall insure all Collateral no matter where locatedluding collateral held by third parties asg@ssors or vendors to Borrower. All hazard
insurance covering Collateral shall be in amountsshall contain cinsurance and deductible provisions approved bydegrshall name ar
directly insure Lender as secured party and logegander a lonfprm loss payee clause acceptable to Lender, eqitévalent, and shall n

be terminable except upon 30 days' written noticeender.

5.4 Notice of Default. Shall provide to Lender prtmotice of (a) the occurrence of a Default an@dindction (if any) Borrower is taking to
correct the same, (b) any material litigation otenial changes in existing litigation or any judgrhagainst it or its assets, (c) any material
damage or loss to property, (d) any notice fronmigauthorities as to claimed deficiencies or anylten or any notice relating to alleged
ERISA violations, (e) any ERISA Event, (f) the caltation or termination of, or any default undaryanaterial agreement to which Borrov
is a party or by which any of its properties arefigh or any acceleration of the maturity of any Da&tBorrower and (g) any loss or
threatened loss of material licenses or permits.

5.5 Inspections. Shall permit inspections of thda@eral and the records of such Person pertaitfiageto and verification of the Accounts, at
such times and in such manner as may be reasorgghlired by Lender; provided that prior to an Evafnbefault such examinations shall
take place during normal business hours of Borramer upon twenty-four (24) hours prior notice andwmore often than once each calendar
year. Borrower shall further permit such inspediaeviews and field examinations of its other rdsand its properties (with su

reasonable frequency and at such reasonable tsrissnaler may desire) by Lender as Lender may desm@ssary or desirable from time to
time; provided, that prior to an Event of Defauknder shall conduct such examinations no more ¢im@e a year. The cost of such field
examinations, reviews, verifications and inspedtishall be borne by Borrower and, prior to an Ewémefault, shall not exceed $750.00 per
day plus out of pocket expenses; provided suchdbel be subject to periodic review by Lender.

5.6 Financial Information. Shall maintain books aedords in accordance with GAAP and shall furnéshender the following periodic
financial information:

(a) Inventory and Equipment Reports. Borrower teldred as of the date hereof a report listingefach of the processors and vendors listed
on Schedule 3 to Perfection Certificate (i) the saand address of any third party which is holdprocessing or using such Inventory or
Equipment and (ii) stating whether such third p&a&g executed a Lien Waiver in favor of Lender (thegentory and Equipment Report"),

and a spread sheet setting forth in summary tHetpby vendor, whether or not listed on the PaitecCertificate. Borrower shall update
tooling at vendors listed on Schedule 3 to thedgidn Certificate at any time when there is a geawhich exceeds $200,000 in the
aggregate in the tooling at any particular
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location or any new location when the tooling aeador exceeds $50,000 in value. At the requeiteof. ender, Borrower shall deliver to
Lender an update to the Inventory and EquipmenbRemt more frequently than thirty (30) days aftex end of each fiscal quarter,
modifying Schedule 3 to the Perfection Certificat@ecessary, so that the vendors listed on Sdbekito the Perfection Certificate as hold
tooling make up at least 80% of the value of tapk all vendors and listing any new processordihglinventory of a value of more than
$200,000 and the amount of inventory at that premes

(b) Interim Statements. Within forty-five days aftee end of each fiscal quarter, a copy of BorntsMéorm 10-Q submitted to the Securities
and Exchange Commission, including a consolidatddnze sheet of Borrower at the end of that peaitdia consolidated income statement
and statement of cash flows for that period (amdte portion of the fiscal year ending with suahripd), together with all supporting
schedules, setting forth in comparative form tigeifés for the same period of the preceding fiseatyand certified by the chief financial
officer of Borrower as true and correct and famdpresenting the financial condition of Borrowedats Subsidiaries and that such statements
are prepared in accordance with GAAP, except witfmotnotes and subject to normal year end augiitséithents; provided that each fiscal
guarter financial statement delivered to Lendeetieder shall be reviewed but not audited,;

(c) Annual Statements. As soon as available amghynevent within 90 days after the end of eaclafigear of Borrower:
(i) a copy of Borrower's Form 10-K as submittedhe Securities and Exchange Commission, including:

(i) consolidated statements of income, retainediags and cash flows of Borrower for such fisoahyand the related consolidated sheets of
Borrower as at the end of such fiscal year, seftindp in each case in comparative form the cowaging consolidated figures for the
preceding fiscal year; and

(iii) an opinion of independent certified publiccacintants of recognized standing (without a "gaiagcern” or like qualification or exception
and without any qualification or exception as te fitope of such audit) stating that said finarat@lements referred to in the preceding cl
(i) fairly present the financial condition and riswf operations of Borrower as at the end of, Bimdsuch fiscal year in accordance with
GAAP.

(d) No Default Certificates. Together with eachapequired by Subsection (b) and (c), a certifaaf its chief executive officer or chief
financial officer in the form appended hereto akiBit 4 ("Compliance Certificate") that no Event@éfault then exists or if an Event of
Default exists, the nature and duration thereof Bmglower's intention with respect thereto, and Barrower is in compliance with the
financial covenants set forth in Section 7.
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(e) Auditor's Management Letters. Promptly uporeigicthereof, copies of each report submitted to®meer by independent public
accountants in connection with any annual, intesirspecial audit made by them of the books of Beerincluding, without limitation, each
report submitted to Borrower concerning its accougnpractices and systems and any final commeterlsubmitted by such accountants to
management in connection with the annual auditaftd@ver;

(f) Other Filing. Borrower shall deliver to Lendespies of all notices received from or filings mawiéh the Securities and Exchange
Commission, any state securities office or any arde;

(g) Other Information. Such other information rezesoly requested by Lender from time to time conicgrithe business, properties or
financial condition of Borrower and its Subsidiaiand

(h) Projections. No later than thirty (30) daysathe commencement of each fiscal year, delivejeBtions to Lender for Borrower for such
fiscal year. All Projections will be prepared inogbfaith by Borrower based on assumptions and opthat Borrower arrives at in good
faith. Actual results may vary significantly andmBmwer shall have no liability by reason of Borraisdailure to meet any projections or
estimates. Borrower disclaims any representatiomasranty regarding the accuracy of such projestimnestimates or the truth or
reasonableness of such projections and estimatbe assumptions and opinions which underlie suofegtions and estimates, except that
they will be arrived at in good faith.

5.7 Maintenance of Existence and Rights. Borrowiiipreserve and maintain its corporate existemacghorities to transact business, rights
and franchises, trade names, patents, trademadlqseamits necessary to the conduct of its business.

5.8 Payment of Taxes, Etc. Shall pay before deéngall of its debts and taxes, except for debtstares being actively contested in good
faith and in accordance with law and with propeserges maintained on its books and records. Bomretal promptly notify Lender of any
such taxes being so contested.

5.9 Compliance; Hazardous Materials. Except afostit on Schedule 4.14, shall materially complyhaatl laws, regulations, ordinances and
other legal requirements, specifically includingtheut limitation, ERISA and all securities lawsnlss approved in writing by Lender,
neither Borrower nor any Subsidiary shall engagihénstorage, manufacture, disposition, processiangling, use or transportation of any
hazardous or toxic materials, unless in materiedgl@nce with applicable laws and regulations.

5.10 Compliance with Assignment Laws. Shall, ifuiegd by Lender, comply with the Federal Assignnatlaims Act and any other
applicable law relating to assignment of governnuemttracts.
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5.11 Compliance with Intellectual Property. Borrewhall maintain all of its patents, trademarks eopyrights and shall actively pursue any
infringement of any such patent, trademark or ciggyrunless Borrower reasonably determines, afiéice to Lender, that the foregoing is
not necessary for the conduct of its business amddwnot have a Material Adverse Effect. Borrowealsoperate its business so as to not
knowingly infringe any patent, trademark or copitig

5.12 Further Assurances. Shall take such furthégsraand provide to Lender such further assuraasasay be reasonably requested to er
compliance with the intent of this Agreement anel tther Loan Documents.

5.13 Covenants Regarding Collateral. Borrower makegollowing covenants with Lender regarding @udlateral:

(a) Borrower will use the Collateral only in thedovary course of its business and will not perimé Collateral to be used in violation of any
applicable law or policy of insurance;

(b) Borrower will defend the Collateral against@#lims and demands of all Persons, except for tedrLiens;

(c) Borrower will, at Lender's request, use reabtmbest efforts to obtain and deliver to Lendehswaivers as Lender may require waiving
the landlord's, mortgagee's or other lienholdarfsreement rights against the Collateral and asgutender's access to the Collateral in
exercise of its rights hereunder;

(d) Borrower will promptly deliver to Lender all@missory notes, drafts, trade acceptances, chpaipar, instruments or documents of title
which are Collateral, appropriately endorsed todsegts order; and

(e) Except for sales of Inventory in the ordinaoyise of business and the disposition of obsolgtédnent as provided in Section 2.14,
Borrower will not sell, assign, lease, transfeedgle, hypothecate or otherwise dispose of or eneuary Collateral or any interest therein.

5.14 Environmental Matters; Reporting. Borrowenwbserve and comply with, and cause each Subgithasbserve and comply with, all
Environmental Laws to the extent non-compliancdao@sult in a material liability or otherwise haaévaterial Adverse Effect on Borrower
or any Subsidiary. Borrower will give Lender promyritten notice of any material violation as to awironmental matter by Borrower and
of the commencement of any judicial or administafproceeding relating to health, safety or envitental matters

(a) in which an adverse result would have a Maltéritverse Effect on any operating permits, air esiois permits, water discharge permits,
hazardous waste permits or other permits held byoBeer which are material to the operations of Barer, or (b) which will or threatens to
impose a material liability on Borrower to any Rer®r which will require a material expenditureByrrower to cure any alleged problem or
violation.
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6 Negative Covenants of Borrower. Borrower covesamid agrees that from the date hereof and urihpat in full of the Indebtedness and
the formal termination of this Agreement, Borrovaed each Subsidiary:

6.1 Debt. Shall not create or permit to exist a@p) except Permitted Debt.
6.2 Liens. Shall not create or permit any Liensaon of its property except Permitted Liens.
6.3 Dividends.

(a) Shall not pay or acquire any Subordinated Dekess, after giving effect thereto, there shalhbéefault hereunder and such payment or
acquisition is specifically permitted by Lendemmting (including, without limitation, by the expss terms of the applicable Subordination
Agreement). Additionally, Borrower shall not, urdespecifically permitted by Lender in writing (igclare or pay any dividend or other
distribution (other than stock dividends) on, pasd, redeem or retire any shares of any class sfdatk, or make any payment on accoun

or set apart assets for the repurchase, redempliéd@asance or retirement of, any class of itskstquity or other interest (ii) make any
optional payment or prepayment on or redemptiodyating without limitation by making payments taiaking fund or analogous fund) or
repurchase of any Indebtedness for borrowed motieyr than indebtedness pursuant to this Agreenfiéhpay any management or similar
fees to any Person; or (iv) make any loan to amgd®e(except advances to Borrower's employeesiottinary course of business consis
with past practices provided that all such advasbed not exceed $10,000 outstanding in the agdeeat any time).

(b) Notwithstanding the foregoing limitations ofdtSection 6.3, Borrower may complete the stockiaei program as approved by the B¢
of Directors and commenced in 2005 provided that

(i) all future payments plus all payments throulgé dlate hereof shall not exceed $10,000,000;
(i) Borrower shall buy back the stock at a priegeimined by its officers in compliance with theaBa of Directors original resolutions;

(iii) Borrower shall not buy back any such stockemtan Event of Default has occurred and is conimor which would cause an Event of
Default; and

(iv) Borrower shall provide information as to anych buyback during any fiscal quarter in the finahstatements to be provided under
Section 5.6(b) hereof;

(v) All the repurchased common stock of Borroweaalkhe treated as a reduction in equity in accocdasith GAAP; and
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(vi) Borrower may use up to $5,000,000 in Revolv@rigdit Loans in any one fiscal year to fund thghack under this Section 6.3(b).

6.4 ERISA. Borrower shall not (i) (x) maintain, permit any member of the Controlled Group to mamtar (y) become obligated to
contribute, or permit any member of the Control&dup to become obligated to contribute, to anydieRlan, other than those Plans
disclosed on Schedule 4.15, (ii) engage, or peaimyjtmember of the Controlled Group to engage, ynreom-exempt "prohibited transaction”,
as that term is defined in section 406 of ERISA and

Section 4975 of the IRC, (iii) incur, or permit amember of the Controlled Group to incur, any "awcalated funding deficiency”, as that
term is defined in

Section 302 of ERISA or Section 412 of the IRC) {erminate, or permit any member of the ControlBrdup to terminate, any Benefit Plan
could result in any material liability of Borrower any member of the Controlled Group or the impi@siof a lien on the property of
Borrower or any member of the Controlled Group parg to Section 4068 of ERISA, (v) assume, or peamy member of the Controlled
Group to assume, any obligation to contribute tp Mnltiemployer Plan not disclosed on Schedule 4(¥5 incur, or permit any member of
the Controlled Group to incur, any withdrawal ligito any Multiemployer Plan;

(vii) fail promptly to notify Lender of the occumee of any Termination Event,

(viii) fail to comply, in all material respects, permit a member of the Controlled Group to faittonply, in all material respects, with the
requirements of ERISA or IRC or other applicable@dan respect of any Benefit Plan or (ix) fail t@@b, or permit any member of the
Controlled Group to fail to meet, all minimum fundirequirements under ERISA or IRC or postponeetaydor allow any member of the
Controlled Group to postpone or delay any fundiguirement with respect of any Benefit Plan exesgtermitted by applicable laws, in
each event (i) through (ix) which would be reasdyékely to result in a Material Adverse Effect;

6.5 Loans and Other Investments. Shall not makeonit to exist any advances or loans to, or guaear become contingently liable,
directly or indirectly, in connection with the opditions, leases, stock or dividends of, or own¢lpase or make any commitment to purchase
any stock, bonds, notes, debentures or other siesunf, or any interest in, or make any capitaltdbutions to (all of which are sometimes
collectively referred to herein as "Investmentsiy &#erson except for (a) purchases of direct otitiga of the federal government, (b)
deposits in commercial banks, (c) commercial papany U.S. corporation having the highest ratithgs given by the Moody's Investors
Services, Inc. or Standard & Poor's Corporatiohefdsting investments in Subsidiaries, (e) endoesa of negotiable instruments for
collection in the ordinary course of businessP@ymitted Acquisitions, (g) advances to employeedbiisiness travel and other expenses
incurred in the ordinary course of business whigmdt at any time exceed $50,000.00 in the aggeesyad (h) any mutual fund or other
pooled investment vehicle rated at least Aa by M@othvestor Services, Inc. or AAA by Standard &oPoCorporation.

6.6 Change in Business. Shall not enter into asjniess which is substantially different from theibess in which it is presently engaged.

6.7 Accounts. Shall not sell, assign or discount@rits Accounts, chattel paper or any promissuries, instrument or payment intangible
held by it other than the discount of such notehé@ordinary course of business for collection.
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6.8 Transactions with Affiliates. Shall not dirgctr indirectly purchase, acquire or lease any eriypfrom, or sell, transfer or lease any
property to, pay any management fees to or otherdesl with, in the ordinary course of businesstberwise, any Affiliate (other than a
Subsidiary); provided, however, that any acts angactions prohibited by this Section may be peréat or engaged in if upon terms not less
favorable to Borrower or such Subsidiary than ifsmgh relationship existed or involved a Permigeduisition.

6.9 No Change in Name, Offices; Removal of Collte8hall not, unless it shall have given 60 dagsance written notice thereof to Lenc
(a) change its name or the location of its chiefaetive office or other office where books or retare kept, (b) change its state of
organization or (c) permit any Inventory or otheemgible Collateral in excess of ten percent (10#4he aggregate value of the total Invent
of Borrower to be located at any location othentttee facilities as specified in the Perfectiont{fieate.

6.10 No Sale, Leaseback. Shall not enter into aferand-leaseback or similar transaction.

6.11 Margin Stock. Shall not use any proceeds®Lthan to purchase or carry any margin stock (withe meaning of Regulation U of the
Board of Governors of Federal Reserve System) enelxcredit to others for the purpose of purchasmgarrying any margin stock.

6.12 Tangible Collateral. Shall not, except as tise provided herein, allow any Inventory or otteangible Collateral to be commingled
with, or become an accession to or part of, anpgnty of any other Person so long as such prope@pllateral; nor allow any tangible
Collateral to become a fixture unless Lender dtelle given its prior written authorization, excaptdisclosed in the Certificate by Officers.

6.13 Subsidiaries. Shall not acquire, form or dégpof any Subsidiaries or permit any Subsidiarngdae capital stock except to its parent,
except with the prior written consent of Lendemsrpart of a Permitted Acquisition. Any new Sulesigishall become a party to this
Agreement and unless Lender otherwise agrees,gfaalt to Lender a Lien on all of its Collateratlaagree to be bound by the provisions of
this Agreement. Borrower shall not transfer, selhgsign any of its assets to any Subsidiary pealjithat, during each fiscal year, Borrower
may sell inventory consisting of finished goodspare parts to TransAct UK having an aggregatenfaiket value of no more than $500,000
and reducing on and after December 31, 2007 to,$280No Subsidiary of Borrower (other than TransiAK) currently or shall in the

future

(x) engage in any business of a material natujeg\yn assets having an aggregate value in exce®, 850,000 and reducing on and after
December 31, 2007 to $500,000 or (z) have liabgith excess of $1,000,000 and reducing on and@&eember 31, 2007 to $500,000 in the
aggregate other than to Lender and Lenders pursoanGuaranty. In addition, TransAct UK shall natrently or shall not in the future (i)
own assets having an aggregate value in excess @000 and reducing as of December 31, 2003@6,900 or (ii) have indebtedness for
borrowed money or any liability other than (A) hetordinary course of business and (B) to Lenddrlaamders pursuant to a Guaranty.

-19-



6.14 Change of Name. Shall give Lender thirty @&s prior written notice of any new trade or fiotis name. Borrower's use of any trade
or fictitious name shall be in compliance withlailvs regarding the use of such names.

6.15 Liquidation, Mergers, Consolidations and D&pons of Substantial Assets. Borrower shall rissalve or liquidate, or become a party
to any merger or consolidation other than a Peeghi#cquisition, or acquire by purchase, lease loemtise, all or a substantial part (more
than 10% in the aggregate during the term herddf)eassets of any Person other than a Permittedisition, or sell, transfer, lease or
otherwise dispose of all or a substantial part @riban 10% in the aggregate during the term hew#dfy property or assets, except for the
sale of Inventory in the ordinary course of businasd the merger of a Subsidiary with and into 8ear and which Borrower is the survivi
party, or sell or dispose of any equity ownershigiiests in any Subsidiary.

6.16 Change of fiscal year or Accounting Method®alBnot change its fiscal year or its significactounting methods without the prior
written consent of Lender.

7 Financial Covenants of Borrower. Borrower coveaamd agrees that from the date hereof and watihent in full of the Indebtedness and
the formal termination of this Agreement, Borrovaed each Subsidiary, on a consolidated basis, atwalply with the following additional
covenants:

7.1 Operating Cash Flow to Total Debt Service R&mrrower shall, maintain a ratio of Operating C&tow for the preceding four fiscal
quarters to Total Debt Service at the end of eatalf quarter of not less than 1.25 to 1.00.

7.2 Funded Debt to EBITDA. The ratio of Funded DebTwelve Month EBITDA shall not exceed at the efi@ach fiscal quarter a ratio
3.25to0 1.00.

8 Default.
8.1 Events of Default. Each of the following shadhstitute an Event of Default:

(a) There shall occur any default by Borrower i@ fayment, when due, of any principal of or intecgsthe Revolving Credit Note or any
amounts due hereunder or under any other Loan Dextjror

(b) There has occurred and is continuing defautenrsections 5.1, 5.5, 5.6, 5.11, 5.13, SectiondsSection 7 of this Agreement; or

(c) Borrower shall fail to observe or perform amyenant, condition or agreement contained in tlyse@ment (other than those specified in
clauses

(a) or (b) of this Article) or any other Loan Docent, and such failure shall continue unremediedfperiod of 30 days after notice thereof
from Lender (given at the request of any LendeBdaorower provided, however, that if such failuenoot be remedied during such 30 day
period despite all reasonable
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efforts of Borrower, then such 30 day period shealbextended by an additional 30 day period if sielay could not reasonably be expecte
have a Material Adverse Effect; provided, furttibat such additional 30 day period shall immedjeésid if (i) it is no longer possible for
such failure to be cured by the end of such penodij) Borrower ceases to proceed diligently amdood faith to cure such failure;

(d) Any representation or warranty made by Borroareainy other party to any Loan Document (othenthander) herein or therein or in any
certificate or report furnished in connection hetbwer therewith shall prove to have been untruamoorrect in any material respect when
made; or

(e) Any other obligation now or hereafter owed tyr®®wer or any Subsidiary to Lender shall be irad#fand not cured within the grace
period, if any, provided therein, or any such Persioall be in default under any Debt in excessl@0$000 owed to any other obligee, which
default entitles the obligee to accelerate any fdeiht or exercise other remedies with respect thpoz

(f) Borrower or any Subsidiary shall (A) voluntgrifissolve, liquidate or terminate operations gslgor or consent to the appointment of,
the taking of possession by, a receiver, custodiastee or liquidator of such Person or of albba substantial part of its assets, other than (i)
as permitted under Section 6.15 or (ii) the ligtimaof a Subsidiary and distribution of its neseis to Borrower, (B) admit in writing its
inability, or be generally unable, to pay its dedsthe debts become due, (C) make a general as=sigifior the benefit of its creditors, (D)
commence a voluntary case under the federal Batdyr@ode (as now or hereafter in effect), (E) ilpetition seeking to take advantage of
any other law relating to bankruptcy, insolven@grganization, winding up, or composition or adjusit of debts, (F) fail to controvert in a
timely and appropriate manner, or acquiesce inngito, any petition filed against it in an invotarny case under Bankruptcy Code, or (G)
take any corporate action for the purpose of efigainy of the foregoing; or

(9) An involuntary petition or complaint shall bigetl against Borrower or any Subsidiary or any Gusor seeking bankruptcy relief or
reorganization or the appointment of a receivestadian, trustee, intervenor or liquidator of Beves or any Subsidiary or any Guarantor, of
all or substantially all of its assets, and suctitipa or complaint shall not have been dismissétthiw ninety (90) days of the filing thereof; or
an order, order for relief, judgment or decreeldhalentered by any court of competent jurisdictiormther competent authority approving or
ordering any of the foregoing actions;

(h) There shall occur any physical loss, theft, dgenor destruction of any of the Collateral, wHass exceeds $250,000 after the application
of insurance proceeds; or

(i) A judgment in excess of $250,000 shall be reedegainst Borrower or any Subsidiary and shatlie undischarged, undismissed and
unstayed for more than ten days (except judgmeaiidly covered by insurance with a deductible of more than $250,000 except for
director and officer liability insurance with no neathan a $100,000 deductible and
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employment practices coverage under the directodicers liability insurance with no more tha$%0,000 deductible) or there shall occur
any levy upon, or attachment, garnishment or ateérure of, any material portion of the Collaterabther assets of Borrower, any
Subsidiary by reason of the issuance of any tay lemicial attachment or garnishment or levy oéeution; or

() The making of any levy, seizure or attachmemmuCollateral having a value in excess of $100)@bi¢h is not dismissed or released
within 10 days of such levy, seizure or attachment;

(k) cancellation of the GTECH Contract; or
(I) A Change of Control; or

(m) the operations of any of Borrower's manufaagifacilities are interrupted at any time for mtran ten (10) consecutive Business Days,
unless Borrower shall (i) be entitled to receivedoch period of interruption, proceeds of businessruption insurance sufficient to assure
that its per diem cash needs during such periatllsast equal to its average per diem cash needse consecutive three month period
immediately preceding the initial date of interioptand (ii)) commence receiving such proceedseératimount described in clause (i)
preceding not later than thirty (30) days followiheg initial date of any such interruption.

8.2 Remedies. If any Event of Default shall ocaudt be continuing, Lender may, without notice tomerer, at its option, (i) withhold further
Revolving Credit Loans to Borrower or (ii) take amyall of the following actions:

(a) Lender may declare any or all Indebtednesg timimediately due and payable (if not earlier desheal), terminate its obligation to make
Revolving Credit Loans to Borrower, bring suit agdiBorrower to collect the Indebtedness, exemigeremedy available to Lender
hereunder or at law and take any action or exeerigaemedy provided herein or in any other Loau»oent or under applicable law. No
remedy shall be exclusive of other remedies or intha right of Lender to exercise any other rerasdi

(b) Without waiving any of its other rights hereenar under any other Loan Document, Lender slaalélall rights and remedies of a secl
party under the Code (and the Uniform CommercialeCof any other applicable jurisdiction) and sutiieorights and remedies as may be
available hereunder, under other applicable lapupsuant to contract. If requested by Lender, Beerowill promptly assemble the Collate
and make it available to Lender at a place to lsggdated by Lender. Borrower agrees that any natydeender of the sale or disposition of
the Collateral or any other intended action hereungthether required by the Code or otherwise | sloalstitute reasonable notice to Borro

if the notice is mailed to Borrower by regular ertified mail, postage prepaid, at least five dagfore the action to be taken. Borrower shall
be liable for any deficiencies in the event thecpeuls of the disposition of the Collateral do radis$y the Indebtedness in full.
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(c) Lender may demand, collect and sue for all am®awed pursuant to Accounts, general intangiloleattel paper or for proceeds of any
Collateral (either in Borrower's name or Lendedme at the latter's option), with the right to ené compromise, settle or discharge any
such amounts.

9 Security Agreement.
9.1 Security Interest.

(a) As security for the payment and performancanyfand all of the Indebtedness and the performahak other obligations and covenants
of Borrower hereunder and under the other Loan Bagus, certain or contingent, now existing or hiéeearising, which are now, or may at
any time or times hereafter be owing by Borrowere@ader, Borrower hereby pledges to Lender andsgivnder a continuing security
interest in and general Lien upon and right ofo§eagainst, all right, title and interest of Bower in and to the Collateral, whether now
owned or hereafter acquired by Borrower.

(b) Except as herein or by applicable law otherveisgressly provided, Lender shall not be obligateelxercise any degree of care in
connection with any Collateral in its possessiortake any steps necessary to preserve any rightsyi of the Collateral or to preserve any
rights therein against prior parties, and Borroagees to take such steps. In any case Lenderbehd#emed to have exercised reasonable
care if it shall have taken such steps for the aackpreservation of the Collateral or rights threes Borrower may have reasonably reque
Lender to take and Lender's omission to take atigranot requested by Borrower shall not be deeanfdlure to exercise reasonable care.
No segregation or specific allocation by Lendesmécified items of Collateral against any liabilitiyBorrower shall waive or affect au
security interest in or Lien against other item€oflateral or any of Lender's options, powersights under this Agreement or otherwise
arising.

9.2 Power of Attorney. Borrower authorizes LendeBarrower's expense to file any financing statetmealating to the Collateral (without
Borrower's signature thereon) which Lender deemsaggiate and Borrower irrevocably appoints Leraieits attorney in fact to execute any
such financing statements in Borrower's name ampetform all other acts which Lender deems appatgtio perfect and to continue
perfection of the security interest of Lender. Barer hereby appoints Lender as Borrower's attoimégct to endorse, present and collect on
behalf of Borrower and in Borrower's name any dfecks or other documents necessary or desit@bllect any amounts, which
Borrower may be owed. To the extent permitted tpliegble law or by the terms of any such licenseBanchise agreements, Lender is
hereby granted a license or other right to uséhawit charge, Borrower's labels, patents, copyrigights of use of any name, trade secrets,
trade names, trademarks and advertising mattanyProperty of a similar nature, as it pertainghCollateral, in advertising for sale and
selling any Collateral, and Borrower's rights unalticenses and all franchise agreements shaitkito Lender's benefit. The proceeds
realized from the sale or other disposition of @oflateral may be applied, after allowing two (2)dhess Days for collection, first to the
reasonable costs, expenses and attorneys' feexpeadses incurred by Lender for collection andafmuisition,
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completion, protection, removal, storage, saledglivering of the Collateral; secondly, to interdae upon any of the Indebtedness; and
thirdly, to the principal amount of the Indebtednd§ any deficiency shall arise, Borrower shathegn liable to Lender therefore.

9.3 Entry. Borrower hereby irrevocably consentang act by Lender or its agents in entering uponmeamises for the purposes of either (i)
inspecting the Collateral or (ii) taking possessfthe Collateral and Borrower hereby waivesigbtrto assert against Lender or its agents
any claim based upon trespass or any similar cafusetion for entering upon any premises whereGbkateral may be located.

9.4 Other Rights. Borrower authorizes Lender witheftecting Borrower's obligations hereunder or emany other Loan Document from
time to time (i) to take from any party and holdiainal Collateral or guaranties for the paymeithe Indebtedness or any other supporting
obligations or any part thereof, and to exchangfree or release such collateral or guaranty gfrgnt of the Indebtedness or any other
supporting obligation or any part thereof and lease or substitute any endorser or guarantoryparty who has given any security interest
in any collateral as security for the payment &f tdebtedness or any part thereof or any paréyinway obligated to pay the Indebtedness
or any part thereof; and (ii) upon the occurrernue during the continuance of any Event of Defauliitect the manner of the disposition of
the Collateral and the enforcement of any endoragsnguaranties, letters of credit or other seguelating to the Indebtedness or any part
thereof as Lender in its sole discretion may deiteem

9.5 Accounts. After the occurrence and during thetiauance of an Event of Default, Lender may yadifiy Account Debtor of Lender's
security interest and may direct such Account Dettanake payment directly to Lender for applicatagainst the Indebtedness. Any such
payments received by or on behalf of Borrower gttame, whether before or after default, shall e property of Lender, shall be held in
trust for Lender and not commingled with any othssets of any Person (except to the extent theyomapmmingled with other assets of
Borrower in an account with Lender) and shall bengdiately delivered to Lender in the form receiMeghder shall have the right to apply
any proceeds of Collateral to such of the Indelgsdras it may determine.

9.6 Waiver of Marshaling. Borrower hereby waivey &ght it may have to require marshaling of itsets.
10 Miscellaneous.

10.1 No Waiver, Remedies Cumulative. No failurettom part of Lender to exercise, and no delay ina@sig, any right hereunder or under
any other Loan Document shall operate as a wainaebf, nor shall any single or partial exercisamf right hereunder preclude any other or
further exercise thereof or the exercise of angotlght. The remedies herein provided are cunudadind are in addition to any other
remedies provided by law, any Loan Document or rgtfse.
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10.2 Survival of Representations. All representetiand warranties made herein shall survive théngal the Loan hereunder and the
delivery of the Revolving Credit Note, and shalhtioue in full force and effect so long as any Ibi#eliness is outstanding, there exists any
commitment by Lender to Borrower, and until thisr@gment is formally terminated in writing.

10.3 Costs and Expenses. Borrower shall pay (feakonable out of pocket expenses incurred byére(icluding the reasonable fees,
charges and disbursements of counsel for Lendenrinection with the preparation, negotiation, exieo, delivery and administration of tl
Agreement and the other Loan Documents or any ament$, modifications or waivers of the provisioesdof or thereof (whether or not t
transactions contemplated hereby or thereby skatbldsummated), (ii) all reasonable out of pockpeases incurred by Lender in
connection with the issuance, amendment, renewaxtension of any Letter of Credit or any demandpfmyment thereunder and

(iii) all out of pocket expenses incurred by Lenflacluding the fees, charges and disbursemenasyptounsel for Lender, in connection v
the enforcement or protection of its rights (Axonnection with this Agreement and the other Loaaunents, including its rights under this
Section 10.3, or (B) in connection with the RevotyiCredit Loans made or Letters of Credit issuaéinader, including all such out of pocl
expenses incurred during any workout, restructusingegotiations in respect of such Revolving Gredans or Letters of Credit.

10.4 Indemnification by Borrower. Borrower shallemnify Lender and its Affiliate, and each officdirector, agent or attorney of any of the
foregoing Persons (each such Person being calléth@@mnitee") against, and hold each Indemnitegentess from, any and all losses,
claims, damages, liabilities and related expensetugling the fees, charges and disbursementsyotannsel for any Indemnitee), incurred
by any Indemnitee or asserted against any Indembigeany third party or by Borrower arising outiafconnection with, or as a result of (i)
the execution or delivery of this Agreement, arlyeotLoan Document or any agreement or instrumemtecoplated hereby or thereby, the
performance by the parties hereto of their respedbligations hereunder or thereunder or the aqonsation of the transactions contemple
hereby or thereby, (ii) any Revolving Credit LoarlLetter of Credit or the use or proposed use efpftoceeds therefrom (including any
refusal by Lender to honor a demand for paymeneuad_etter of Credit if the documents presentecbimection with such demand do not
strictly comply with the terms of such Letter ofe@it), (iii) any actual or alleged presence orasteof hazardous or toxic materials on or 1
any property owned or operated by Borrower or dnysdSubsidiaries, or any liability under any Emmvimental Law related in any way to
Borrower or any of its Subsidiaries, or (iv) anyuat or prospective claim, litigation, investigatior proceeding relating to any of the
foregoing, whether based on contract, tort or ahgrotheory, whether brought by a third party oBmyrower, and regardless of whether any
Indemnitee is a party thereto, provided that sademnity shall not, as to any Indemnitee, be alkgl#o the extent that such losses, claims,
damages, liabilities or related expenses (x) ateraened by a court of competent jurisdiction byafiand nonappealable judgment to have
resulted from the gross negligence or willful misdoct of such Indemnitee or (y) result from a clédiraught by Borrower against an
Indemnitee for breach in bad faith of such Indeswig obligations hereunder or under any other ID@rument, if Borrower has obtained a
final and
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nonappealable judgment in its favor on such clamdetermined by a court of competent jurisdiction.

10.5 Waiver of Consequential Damages, Etc. Touhledt extent permitted by applicable law, Borrowball not assert, and hereby waives,
any claim against any Indemnitee, on any theotabflity, for special, indirect, consequentialfuinitive damages (as opposed to direct or
actual damages) arising out of, in connection wathas a result of, this Agreement, any other LBanument or any agreement or instrument
contemplated hereby, the transactions contempletezby or thereby, any Loan or Letter of Credithar use of the proceeds thereof. No
Indemnitee referred to in paragraph (b) above diellable for any damages arising from the usarbgtended recipients of any information
or other materials distributed by it through telarounications, electronic or other information traission systems in connection with this
Agreement or the other Loan Documents or the tdises contemplated hereby or thereby.

10.6 Notices Generally. Except in the case of estiEnd other communications expressly permittdet tgiven by telephone (and except as
provided in paragraph (b) below), all notices attteo communications provided for herein shall beviiiing and shall be delivered by hand
or overnight courier service, mailed by certifiedegistered mail or sent by telecopier as follows:

Lender: TD Banknorth, N.A
Asset Based Lending Group
1441 Main Street
Springfield, MA 01103
Attn: James Hickson
Fax: (413) 748-8037
Email: jhickson@banknorth.com

Borrower: TransAct Technologies Incorporated
7 Laser Lane
Wallingford, Connecticut 06492
Attn: Steven A. DeMartino, Executive Vice President and Chief
Financial Officer
Fax: (203) 949-9048
Email: sdemartino@transact-tech.com

Copy to: David A. McKay, Esq.
Ropes & Gray

One International Place

Boston, MA 02110-2624

Fax: 617-235-0074

Email: david.mckay@ropesgray.com
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(a) Notices sent by hand or overnight courier srvor mailed by certified or registered mail, sbaldeemed to have been given when
received; notices sent by telecopier shall be ddaméave been given when sent (except that, ifjiven during normal business hours for
the recipient, shall be deemed to have been gitdreapening of business on the next busines$ataiie recipient). Notices delivered
through electronic communications to the extentiged in paragraph (b) below, shall be effectivepassided in said paragraph (b).

(b) Notices and other communications sent to ara#-address shall be deemed received upon the semneeeipt of an acknowledgement
from the intended recipient (such as by the "retageipt requested"” function, as available, re@smail or other written acknowledgement),
provided that if such notice or other communicai®not sent during the normal business hoursefégcipient, such notice or communica
shall be deemed to have been sent at the openimgsofess on the next business day for the retiped

(c) Notices or communications posted to an Inteonéhtranet website shall be deemed received tippleemed receipt by the intended
recipient at its e-mail address as described ifidreggoing clause (b) of notification that suchio@tor communication is available and
identifying the website address therefor.

(d) Change of Address, Etc. Any party hereto mange its address or telecopier number for notindsogher communications hereunder by
notice to the other parties hereto.

10.7 Set Off. If an Event of Default shall have wrred and be continuing, Lender and each of itdiafiés is hereby authorized at any time
and from time to time, to the fullest extent petadtby applicable law, to set off and apply any alhdeposits (general or special, time or
demand, provisional or final, in whatever currenaiyany time held and other obligations at any taweng by Lender or any Affiliate to or
for the credit or the account of Borrower agaimst and all of the Indebtedness of Borrower nowerehfter existing under this Agreemen
any other Loan Document, irrespective of whetharairLender shall have made any demand under tirisefnent or any other Loan
Document and although such Indebtedness may b&gent or unmatured. The rights of Lender and #fdiates under this Section are in
addition to other rights and remedies (includingentrights of setoff) that Lender or its Affiliatesay have. Lender agrees to notify Borrower
promptly after any such setoff and applicationvied that the failure to give such notice shall aifect the validity of such setoff and
application.

10.8 Governing Law. This Agreement and the Loanuboents shall be deemed contracts made under tiseofaWhe Commonwealth of
Massachusetts and shall be governed by and codstraecordance with the laws of said commonwegaideluding its conflict of laws
provisions if such provisions would require apgiica of the laws of another jurisdiction) excepsadfar as the laws of another jurisdiction
may, by reason of mandatory provisions of law, go\bke perfection, priority and enforcement of gégunterests in the Collateral.

10.9 Successors and Assigns. This Agreement shdlinaling upon and shall inure to the benefit ofrBaver and Lender, and their respective
successors and assigns; provided that
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Borrower may not assign any of its rights hereundérout the prior written consent of Lender, amy auch assignment made without such
consent will be void.

10.10 Counterparts. This Agreement may be exedntady number of counterparts and by differentipariereto in separate counterparts,
each of which when so executed and delivered bealleemed an original and all of which when takerether shall constitute but one and
the same instrument.

10.11 No Usury. Regardless of any other provisiothis Agreement, the Amended and Restated Noie any other Loan Document, if for
any reason the effective interest should exceedgraémum lawful interest, the effective interesalslbbe deemed reduced to, and shall be,
such maximum lawful interest, and (i) the amouniclrtwould be excessive interest shall be deemetieapto the reduction of the principal
balance of the Amended and Restated Note and tio¢ payment of interest, and (ii) if the loan evided by the Amended and Restated |
has been or is thereby paid in full, the exces# beaeturned to the party paying same, such aatitin to the principal balance of the
Amended and Restated Note or the refunding of exicee a complete settlement and acquittanceahere

10.12 Powers. All powers of attorney granted todesrare coupled with an interest and are irrevacabl

10.13 Approvals. If this Agreement calls for thepagval or consent of Lender, such approval or cohs®y be given or withheld in the
discretion of Lender unless otherwise specifie@gimer

10.14 No Punitive Damages. Each party agreesttBhall not have a remedy of punitive or exemptagnages against the other in any
dispute and hereby waives any right or claim toifpeenor exemplary damages it may have now or whiety arise in the future in connecti
with any dispute.

10.15 WAIVER OF JURY TRIAL. EACH PARTY HERETO HERBBWAIVES, TO THE FULLEST EXTENT PERMITTED BY
APPLICABLE LAW, ANY RIGHT IT MAY HAVE TO A TRIAL BY JURY IN ANY LEGAL PROCEEDING DIRECTLY OR
INDIRECTLY ARISING OUT OF OR RELATING TO THIS AGREEENT OR THE TRANSACTIONS CONTEMPLATED HEREBY
(WHETHER BASED ON CONTRACT, TORT OR ANY OTHER THEOR EACH PARTY HERETO (A) CERTIFIES THAT NO
REPRESENTATIVE, AGENT OR ATTORNEY OF ANY OTHER PARTHAS REPRESENTED, EXPRESSLY OR OTHERWISE, THAT
SUCH OTHER PARTY WOULD NOT, IN THE EVENT OF LITIGADN, SEEK TO ENFORCE THE FOREGOING WAIVER AND (B)
ACKNOWLEDGES THAT IT AND THE OTHER PARTIES HERETOAVE BEEN INDUCED TO ENTER INTO THIS AGREEMENT
BY, AMONG OTHER THINGS, THE MUTUAL WAIVERS AND CERTFICATIONS IN THIS SECTION 10.15.

10.16 Participations. Lender shall have the righgriter into one or more participation with otherders with respect to the Indebtedness.
Upon prior notice to Borrower of such
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participation, Borrower shall thereafter furnishstech participant any information furnished by Bover to Lender pursuant to the terms of
the Loan Documents. Nothing in this Agreement or @ther Loan Document shall prohibit Lender froradding or assigning this Agreem

and Lender's rights under any of the other Loanudwnts, including collateral therefore, to any FatlReserve Lender in accordance with
applicable law.

10.17 Dealings with Multiple Borrower. If more thane Person is named as Borrower hereunder, abtedness, representations,
warranties, covenants and indemnities set forthén_oan Documents to which such Person is a gadil be joint and several. Lender shall
have the right to deal with any individual of angrBower with regard to all matters concerning tights and obligations of Lender hereunder
and pursuant to applicable law with regard to thadactions contemplated under the Loan DocumaAlitactions or inactions of the officers,
managers, members and/or agents of any Borrowhrregfard to the transactions contemplated unddrdha Documents shall be deemed
with full authority and binding upon all Borroweeteunder. Each Borrower hereby appoints each 8thieower as its true and lawful
attorney-in-fact, with full right and power, for guoses of exercising all rights of such Personudrader and under applicable law with regard
to the transactions contemplated under the Loaru®eats. The foregoing is a material inducemenhécaigreement of Lender to enter into
the terms hereof and to consummate the transactmremplated hereby.

10.18 Waiver of Certain Defenses. All rights of Henand all obligations of Borrower hereunder shalbbsolute and unconditional
irrespective of (i) any change in the time, marorgplace of payment of, or any other term of, alany of the Indebtedness, or any other
amendment or waiver of or any consent to any depaftom any provision of the Loan Documents, dily exchange, release or non-
perfection of any other collateral given as segudt the Indebtedness, or any release or amendonewmiver of or consent to departure from
any guaranty for all or any of the Indebtednesgiipany other circumstance which might otherwismstitute a defense available to, or a
discharge of, Borrower or any third party, othartlpayment and performance in full of the Indebésdn

[SIGNATURES ON NEXT PAGE]
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SIGNATURE PAGE FOR AMENDED AND RESTATED REVOLVING C REDIT AND SECURITY AGREEMENT
IN WITNESS WHEREOF, the parties hereto have catisisdAgreement to be duly executed as of the dalyyaar first above written.

TD BANKNORTH, N.A.

By: /s/ James Hickson

James Hi ckson
Its Vice President

TRANSACT TECHNOLOGIES INCORPORATED

By: /s/ Steven A DeMartino

Steven A DeMartino
Its Executive Vice President and
Chi ef Financial Oficer
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Exhibit 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation by referémtlee Registration Statement on Form S-8 (No8-&3703, 333-32705, 333-49530, 333-
49532, 333-49540, 333-49570, and 333-62269) of d&kanhTechnologies Incorporated of our report défisdlch 15, 2007 relating to the
financial statements, financial statement schednémagement's assessment of the effectivenesteaiah control over financial reporting ¢
the effectiveness of internal control over finahegporting, which appears in this Form 10 K.

/sl Pricewat erhouseCoopers LLP
Pri cewat er houseCoopers LLP

Hartford, CT
March 15, 2007
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Exhibit 31.1
CERTIFICATION
[, Bart C. Shuldman, certify that:
1. I have reviewed this annual report on Form 16fKransAct Technologies Incorporated;

2. Based on my knowledge, this report does notaiorny untrue statement of a material fact or dmn#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amngtfe@ periods presented in this report;

4. The registrant's other certifying officer anaré responsible for establishing and maintainisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatednal control over financial reporting (as definin Exchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedaresused such disclosure controls and procedoites designed under our supervision,
to ensure that material information relating to thgistrant, including its consolidated subsidigrie made known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

b) Designed such internal control over financiglaing, or caused such internal control over fiahreporting to be designed under our
supervision, to provide reasonable assurance rieggitae reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generally@edeaccounting principles;

c) Evaluated the effectiveness of the registraligslosure controls and procedures and presentisineport our conclusions about the
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psit based on such evaluation; and

d) Disclosed in this report any change in the tegid's internal control over financial reportitngit occurred during the registrant's most
recent fiscal quarter (the registrant's fourthdisguarter in the case of an annual report) thathaterially affected, or is reasonably likely to
materially affect, the registrant's internal cohtreer financial reporting; and

5. The registrant's other certifying officer andhlve disclosed, based on our most recent evaluatimernal control over financial reporting,
to the registrant's auditors and the audit committethe registrant's board of directors (or pesgeerforming the equivalent functions):

a) All significant deficiencies and material weakses in the design or operation of internal coravelr financial reporting which are
reasonably likely to adversely affect the registesaability to record, process, summarize and rtefpwaincial information; and

b) Any fraud, whether or not material, that invalveanagement or other employees who have a signifiole in the registrant's internal
control over financial reporting.

Date: March 15, 2007

/'s/ Bart C. Shul dnan

Bart C. Shul dman
Chai rman, President and
Chi ef Executive Oficer
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Exhibit 31.2
CERTIFICATION
I, Steven A. DeMartino, certify that:
1. I have reviewed this annual report on Form 16fKransAct Technologies Incorporated;

2. Based on my knowledge, this report does notaiorny untrue statement of a material fact or dmn#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amngtfe@ periods presented in this report;

4. The registrant's other certifying officer anaré responsible for establishing and maintainisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatednal control over financial reporting (as definin Exchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have:

a. Designed such disclosure controls and procedoreaused such disclosure controls and procedaites designed under our supervision,
to ensure that material information relating to thgistrant, including its consolidated subsidigrie made known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

b. Designed such internal control over financiglorting, or caused such internal control over feiahreporting to be designed under our
supervision, to provide reasonable assurance reggitae reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generally@edeaccounting principles;

c. Evaluated the effectiveness of the registratisslosure controls and procedures and presentiisineport our conclusions about the
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psit based on such evaluation; and

d. Disclosed in this report any change in the tegis's internal control over financial reportitgit occurred during the registrant's most re
fiscal quarter (the registrant's fourth fiscal daain the case of an annual report) that has madlteaffected, or is reasonably likely to
materially affect, the registrant's internal cohtreer financial reporting; and

5. The registrant's other certifying officer anthlve disclosed, based on our most recent evaluatimernal control over financial reporting,
to the registrant's auditors and the audit committethe registrant's board of directors (or pesguerforming the equivalent functions):

a. All significant deficiencies and material weagses in the design or operation of internal coravelr financial reporting which are
reasonably likely to adversely affect the registeaability to record, process, summarize and rtefpwaincial information; and

b. Any fraud, whether or not material, that invaveanagement or other employees who have a sigmifiole in the registrant's internal
control over financial reporting.

Date: March 15, 2007

/sl Steven A DeMartino

Steven A, DeMartino
Executive Vice President,
Chi ef Financial Oficer,
Treasurer and Secretary
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EXHIBIT 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of TransActhieologies Incorporated (the "Company") on FornKlf@r the period ending December
31, 2006, as filed with the Securities and Excha@gemission on the date hereof (the "Report”) aitE. Shuldman, Chief Executive
Officer of the Company, certify, pursuant to 18 ICSSection 1350, as adopted pursuant to Secti6roBthe Sarbanes-Oxley Act of 2002,
that to the best of my knowledge:

(1) The Report fully complies with the requiremeatsSection 13(a) or 15(d) of the Securities ExgeAct of 1934; and

(2) The information contained in the Report faplgsents, in all material respects, the finanaaldition and results of operations of the
Company.

Date: March 15, 2007

/s/ Bart C. Shul dman

Bart C. Shul dnan
Chi ef Executive Oficer
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EXHIBIT 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of TransActhieologies Incorporated (the "Company") on FornKlf@r the period ending December
31, 2006, as filed with the Securities and Exchabgemission on the date hereof (the "Report"){dv8n A. DeMartino, Chief Financial
Officer of the Company, certify, pursuant to 18 ICSSection 1350, as adopted pursuant to Secti6roBthe Sarbanes-Oxley Act of 2002,
that to the best of my knowledge:

(1) The Report fully complies with the requiremeatsSection 13(a) or 15(d) of the Securities Exg®eAct of 1934; and

(2) The information contained in the Report faplgsents, in all material respects, the finanaaldition and results of operations of the
Company.

Date: March 15, 2007

/sl Steven A. DeMartino

Steven A DeMartino
Chi ef Financial Oficer
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