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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
SCHEDULE 14A INFORMATION
Proxy Statement Pursuant to Section 14(a) of the Securities
Exchange Act of 1934 (Amendment No. )

Filed by the Registrant p
Filed by a Party other than the Registrant o
Check the appropriate box:
0 Preliminary Proxy Statement
Confidential, for Use of the Commission Only (as permitted by Rule 14a-6(e)(2))
Definitive Proxy Statement
Definitive Additional Materials
Soliciting Material Pursuant to §240.14a-12

o o T O

Halifax Corporation of Virginia
(Name of Registrant as Specified In Its Charter)
(Name of Person(s) Filing Proxy Statement, if other than the Registrant)
Payment of Filing Fee (Check the appropriate box):
o No fee required.
b Fee computed on table below per Exchange Act Rules 14a-6(i)(1) and 0-11.

(1) Title of each class of securities to which transaction applies:

Common Stock, par value $.24 per share

(2) Aggregate number of securities to which transaction applies:
3,175,206 shares of common stock outstanding as of January 19, 2010

24,000 shares of underlying options outstanding as of January 19, 2010

(3) Per unit price or other underlying value of transaction computed pursuant to Exchange Act Rule 0-11 (set forth

the amount on which the filing fee is calculated and state how it was determined):

The filing fee was determined by adding (1) the product of 3,175,206 shares of common stock and the merger
consideration of $1.20 in cash per share of common stock (which product is equal to $3,810,247), plus (2) the
difference between $1.20 and the exercise price of each of the 24,000 shares of common stock subject to
options to purchase shares of common stock at an exercise price less than $1.20 per share (which in the

aggregate is equal to $17,040)

(4) Proposed maximum aggregate value of transaction:

$3,827,287
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(5) Total fee paid:
$273
b Fee paid previously with preliminary materials:
0 Check box if any part of the fee is offset as provided by Exchange Act Rule 0-11(a)(2) and identify the filing for
which the offsetting fee was paid previously. Identify the previous filing by registration statement number, or the

Form or Schedule and the date of its filing.
(1) Amount Previously Paid:

(2) Form, Schedule or Registration Statement No.:

(3) Filing Party:

(4) Date Filed:

Table of Contents



Edgar Filing: HALIFAX CORP OF VIRGINIA - Form DEFM14A

Table of Contents

HALIFAX CORPORATION OF VIRGINIA
5250 Cherokee Avenue
Alexandria, Virginia 22312

ANNUAL MEETING OF SHAREHOLDERS
Dear Shareholder:

You are cordially invited to attend the Annual Meeting of shareholders of Halifax Corporation of Virginia ( Halifax,

we, orthe Company ) to be held at 5250 Cherokee Avenue, Alexandria, Virginia 22312, on Tuesday, March 2, 2010,
at 10:00 a.m. local time. The Board of Directors has fixed the close of business on January 25, 2010 as the record date
for the purpose of determining the shareholders entitled to receive notice of and vote at the annual meeting and any
adjournment or postponement of the annual meeting.

At the annual meeting, you will be asked to consider and vote upon a proposal to approve the Agreement and Plan of
Merger by and among Global Iron Holdings, LLC, a Delaware limited liability company, Global Iron Acquisition,
LLC, a Delaware limited liability company and Halifax, dated January 6, 2010 and the transactions contemplated
thereby, as the same may be amended from time to time. If the merger is completed, the Company s shareholders will
have the right to receive, for each share of the Company s common stock they hold at the time of the merger, $1.20 in
cash.

After careful consideration, the Halifax Board of Directors has determined that the merger agreement and the
proposed merger are in the best interests of the shareholders of the Company and has therefore approved the merger
agreement and the transactions contemplated thereby, including the merger. Accordingly, the Halifax Board of
Directors recommends that you vote  FOR approval of the merger agreement and the transactions contemplated
thereby.

In addition, you are being asked at the annual meeting to elect seven (7) directors, each for a one (1) year term, until
his successor is duly elected and qualified. The Halifax Board of Directors unanimously recommends (with each
nominee abstaining with respect to his election) that you vote FOR the election of each nominee for director as
proposed. The accompanying notice of annual meeting and proxy statement provide information regarding the matters
to be acted on at the annual meeting, including any adjournment or postponement of the annual meeting. Please read
these materials carefully.

YOUR VOTE IS VERY IMPORTANT, regardless of the number of shares you own. Once you have read the
accompanying materials, please take the time to vote on the matters submitted to shareholders at the annual meeting,
whether or not you plan to attend the annual meeting. I urge you to vote your shares promptly by using the Internet or
by signing and returning a proxy card. Voting by proxy will not prevent you from voting your Halifax shares in person
if you subsequently choose to attend the annual meeting in person. Your vote in person will revoke any proxy
previously submitted.

If your shares are held in street name by your bank, brokerage firm or other nominee, your bank, brokerage firm or
other nominee will be unable to vote your shares on the merger proposal without instructions from you. You should
instruct your bank, brokerage firm or other nominee to vote your shares by following the procedures provided by your

bank, brokerage firm or other nominee.

Thank you for your support of Halifax Corporation of Virginia.
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Sincerely,

Charles L. McNew
President and Chief Executive Officer
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HALIFAX CORPORATION OF VIRGINIA

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS
TO BE HELD MARCH 2, 2010
To the Shareholders of Halifax Corporation of Virginia:

NOTICE IS HEREBY GIVEN THAT our annual meeting of shareholders will be held at our executive offices located
at 5250 Cherokee Avenue, Alexandria, VA 22312 on March 2, 2010, at 10:00 a.m., local time.

We are holding the annual meeting for the following purposes:

1. To consider and vote on a proposal to approve the Agreement and Plan of Merger by and among Global Iron
Holdings, LLC, a Delaware limited liability company, Global Iron Acquisition, LLC, a Delaware limited liability
company and Halifax Corporation of Virginia, dated January 6, 2010 and the transactions contemplated thereby, as the
same may be amended from time to time (the Merger Proposal );

2. To elect seven (7) directors, each for a one (1) year term, until his successor is duly elected and qualified;

3. To consider and vote on a proposal to adjourn the annual meeting, if necessary or appropriate to solicit additional
proxies, if there are insufficient votes at the time of the meeting to achieve a quorum or approve the Merger

Proposal; and

4. The transaction of such other business as may properly come before the annual meeting or any postponement or
adjournment thereof.

Our Board of Directors is not aware of any other matters to be brought before the annual meeting.

Under Virginia law, shareholders have the right to assert appraisal rights with respect to the merger and demand in
writing that we pay the fair value of your shares of our common stock. In order to exercise and perfect appraisal
rights, generally you must:

not vote any of the shares of our common stock owned by you in favor of the Merger Proposal;

deliver written notice of your intent to demand payment for your shares to us before the vote is taken on
the Merger Proposal at the annual meeting;

complete, sign and return the form to be sent to you pursuant to Section 13.1-734 of the Virginia Stock
Corporation Act; and

if you hold certificated shares, deposit your shares of our common stock certificates in accordance with
the instructions in such form.

A copy of the applicable Virginia statutory provisions is included in the joint proxy statement as Annex C, and a more
detailed description of the procedures to demand and perfect appraisal rights is included in the section entitled

Proposal I  Approval of the Merger and Related Matters Rights of Appraisal or Dissenter s Rights.

The accompanying proxy statement further describes the matters to be considered at the annual meeting. A copy of the
Agreement and Plan of Merger has been included as Annex A to the accompanying proxy statement.
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A copy of our 2009 Annual Report to Shareholders and quarterly report on Form 10-Q for the quarter ended
September 30, 2009, which is not part of the proxy soliciting materials, is also enclosed.

Our Board of Directors has fixed the close of business on January 25, 2010, as the record date for the determination of
shareholders entitled to vote at the Annual Meeting. Only shareholders of record at the close of business on that date
will be entitled to notice of, and to vote at, the Annual Meeting or any postponement or adjournment thereof.

Your vote is important, regardless of the number of shares of our common stock you own. Approval of the merger
agreement requires the affirmative vote of two-thirds of the votes entitled to be cast by our
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shareholders. The election of directors will be determined by a plurality of the votes cast by our shareholders present
in person or by proxy at the annual meeting who are entitled to vote. Even if you plan to attend the annual meeting in
person, you are encouraged to vote your shares by using the Internet or complete, sign, date and return the enclosed
proxy card according to the instructions on the enclosed proxy card, to ensure that your shares will be represented at
the annual meeting. If you do attend the annual meeting and wish to vote in person, your vote in person will revoke
any proxy previously submitted.

If you provide your proxy without indicating how you wish to vote, your proxy will be voted in favor of the approval
of the Merger Proposal, in favor of each nominee for director, in favor of the adjournment proposal and in accordance
with the recommendation of the Halifax Board of Directors on any other matters properly brought before the annual
meeting for a shareholder vote.

Attendance at the annual meeting is limited to shareholders. If you hold shares in street name (that is, through a bank,
broker or other nominee) and would like to attend the special meeting, you will need to bring an account statement or
other acceptable evidence of ownership of the Company s common stock as of the close of business on January 25,
2010, the record date. In addition, if you would like to attend the special meeting and vote in person, in order to vote,
you must contact the person in whose name your shares are registered, obtain a proxy from that person and bring it to
the special meeting. The use of cell phones, PDAs, pagers, recording and photographic equipment, camera phones
and/or computers is not permitted in the meeting rooms at the annual meeting.

If you have any questions about the Merger Proposal or require assistance in submitting your proxy, please contact
Regan & Associates, Inc., the firm assisting us in the solicitation of proxies, toll-free at (800) 737-3426. Banks and
brokerage firms can call collect at (212) 587-3005.

IMPORTANT NOTICE REGARDING THE AVAILABILITY OF PROXY MATERIALS FOR THE
ANNUAL MEETING OF SHAREHOLDERS TO BE HELD ON MARCH 2, 2010.

Our proxy statement is attached. Financial and other information concerning the Company is contained in our Annual
Report to Shareholders for the fiscal year ended March 31, 2009 and quarterly report for the quarter ended
September 30, 2009. Under rules issued by the Securities and Exchange Commission, we are providing access to our
proxy materials both by sending you this full set of proxy materials, including a proxy card, and by notifying you of
the availability of our proxy materials on the Internet. The Proxy Statement and our 2009 Annual Report to
Shareholders (including the Annual Report on Form 10-K) and quarterly report on Form 10-Q for the quarter ended
September 30, 2009 are available at www.amstock.com/ProxyServices/ViewMaterial.asp?CoNumber=07821.

By Order of the Board of Directors

Ernest L. Ruffner
Secretary

Alexandria, Virginia
February 3, 2010

The proxy statement and the accompanying proxy card will first be sent or given to shareholders on or about
February 3, 2010.

Table of Contents 8



Edgar Filing: HALIFAX CORP OF VIRGINIA - Form DEFM14A

Table of Contents

TABLE OF CONTENTS

SUMMARY MERGER TERM SHEET

The Parties to the Merger

The Merger

Effects of the Merger

Treatment of Outstanding Options

Interests of Certain Persons in the Merger

Required Vote of Merger

Rights of Appraisal or Dissenters Rights

Share Ownership of Directors and Executive Officers
Recommendation of the Company s Board of Directors

Opinion of Woodward Group

When will the Merger be Completed

Conditions to the Merger

No Solicitation of Other Offers

Termination of the Merger Agreement

Termination Fees and Expenses

Specific Performance

Financing

The Voting Agreement

Material United States Federal Income Tax Consequences
QUESTIONS AND ANSWERS ABOUT THE ANNUAL MEETING OF SHAREHOLDERS
CAUTIONARY STATEMENTS CONCERNING FORWARD LOOKING INFORMATION
PROPOSALI APPROVAL OF THE MERGER AND RELATED MATTERS
Background of the Merger

Reasons for the Merger; Recommendation of the Board of Directors
Opinion of Woodward Group

Interests of Certain Persons in the Merger

Material U.S. Federal Income Tax Consequences of the Merger to Our Shareholders
Required Vote of Merger

Share Ownership of Directors and Executive Officers

The Merger Agreement

Financing

When will the Merger be Completed

The Voting Agreement

8% Promissory Notes

Rights of Appraisal or Dissenters Rights

PROPOSAL II ELECTION OF DIRECTORS

Directors

Executive Officers

Governance of the Company

Committees of the Board of Directors and Their Functions

Director Nomination Process

Independence of Directors

Table of Contents

Page

AN DN N BB PR WLWLWWLW WD = —



Edgar Filing: HALIFAX CORP OF VIRGINIA - Form DEFM14A

Shareholder Communication with the Board of Directors 42
Attendance at Annual Meetings of Shareholders 42
Table of Contents 10



Edgar Filing: HALIFAX CORP OF VIRGINIA - Form DEFM14A

Table of Contents

Page
Fiscal 2009 Director Compensation 43
Director Compensation Description 43
REPORT OF THE AUDIT COMMITTEE 44
EXECUTIVE COMPENSATION 44
Fiscal 2009 Summary Compensation Table 44
Grants of Plan-Based Awards In Fiscal 2009 45
Option Exercises and Stock Vested in Fiscal Year 2009 45
Outstanding Equity Awards at 2009 Fiscal Year End 46
Potential Payments Upon Termination or Change-in-Control 46
SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT 50
TRANSACTIONS WITH RELATED PERSONS 52
Code of Ethics 53
INDEPENDENT PUBLIC ACCOUNTANTS 53
Independent Public Accountant Fee Information 54
Pre-Approval Policies and Procedures 54
SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE 54
PROPOSAL III ADJOURNMENT OF THE SHAREHOLDER MEETING 55
SHAREHOLDER PROPOSALS 55
OTHER MATTERS 55
ANNUAL REPORT 55

Annex A Agreement and Plan of Merger

Annex B Opinion of The Woodward Group, Ltd.

Annex C  Virginia Stock Corporation Act Article 15 Appraisal Rights and Other Remedies
Annex D Voting Agreement

Annex E  Audit Committee Charter

Table of Contents 11



Edgar Filing: HALIFAX CORP OF VIRGINIA - Form DEFM14A

Table of Contents

SUMMARY MERGER TERM SHEET

The following summary, together with Questions and Answers About the Annual Meeting of Shareholders

highlights selected information contained in this proxy statement. It may not contain all of the information that may be
important in your consideration of the proposals. Accordingly, we encourage you to read carefully this entire proxy
statement, its annexes and the documents referred to or incorporated by reference in this proxy statement. Each item
in this Summary Merger Term Sheet includes a page reference directing you to a more complete description of that
item.

The Parties to the Merger (Page 24)
The Company

Halifax Corporation of Virginia
5250 Cherokee Ave.
Alexandria, VA 22312

(703) 750-2202

Founded in 1967, Halifax Corporation of Virginia, a Virginia Corporation (the Company, Halifax, we, us or our
provides a comprehensive range of enterprise maintenance services and solutions to a broad base of clients throughout

the United States. We provide 7x24x365 technology solutions that can meet stringent enterprise service requirements.

The Company is a nation-wide, high-availability, multi-vendor enterprise maintenance services and solutions provider

for enterprises, including businesses, global service providers, governmental agencies and other organizations. The

Company is headquartered in Alexandria, Virginia with additional facilities in Richmond, Virginia, Harrisburg,
Pennsylvania, Trenton, New Jersey, Charleston, South Carolina and Kent, Washington.

Parent

Global Iron Holdings, LLC

c/o Global Equity Capital, LLC
6260 Lookout Road

Boulder, CO 80301

(303) 531-1000

Global Iron Holdings, LLC is a Delaware limited liability company ( Parent ) that was formed for the purpose of
acquiring Halifax and similar IT services businesses and has not engaged in any business except for activities

incidental to its formation, exploration of possible transactions and as contemplated by the Merger Agreement.

Parent is, and upon the consummation of the Merger will be, owned by affiliates of the private equity firm, Global
Equity Capital, LLC, which is the entity organizing equity and other financing for the Merger.

Merger Sub

Global Iron Acquisition, LLC
c/o Global Equity Capital, LLC

Table of Contents 12



Edgar Filing: HALIFAX CORP OF VIRGINIA - Form DEFM14A

6260 Lookout Road
Boulder, CO 80301
(303) 531-1000

Global Iron Acquisition, LLC is a Delaware limited liability company ( Merger Sub ) that was organized solely for the
purpose of acquiring Halifax. Merger Sub is a wholly-owned subsidiary of Parent and has not engaged in any business
except for activities incidental to its formation and as contemplated by the Merger Agreement. Upon consummation of
the proposed Merger, Halifax will merge with and into Merger Sub and Merger Sub will continue as the Surviving
Entity (as defined below). It is expected that Merger Sub will be renamed Halifax Technology LL.C. after the
consummation of the Merger.
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The Merger (Page 24)

The Agreement and Plan of Merger, dated as of January 6, 2010, by and among Parent, Merger Sub and the Company,

as it may be amended from time to time (the Merger Agreement ), provides that the Company will merge with and into
Merger Sub (the Merger ) with Merger Sub continuing as the surviving Company (the Surviving Entity ). In the
Merger, each share of common stock, par value $.24 per share, of the Company, issued and outstanding immediately
prior to the effective time of the Merger (other than shares as to which appraisal rights are properly asserted under
Virginia law and shares owned by the Company, Merger Sub, Parent or any affiliate of Parent) will be converted into

the right to receive a cash amount of $1.20 (the Merger Consideration ).

Effects of the Merger (Page 24)

If the Merger is completed, you will be entitled to receive $1.20 in cash for each share of the Company s common
stock owned by you. As a result of the Merger, the Company will be merged with and into Merger Sub, a wholly
owned subsidiary of Parent. You will not own any shares of the Surviving Entity.

Treatment of Qutstanding Options (Page 24)

Upon consummation of the Merger, each outstanding in-the-money option to purchase the Company s common stock
will be converted into the right to receive a cash amount equal to the excess, if any, of the Merger Consideration over
the exercise price per share for each share subject to the option, less any applicable withholding taxes. In-the-money
options are options that have an exercise price per share less than $1.20 per share. Each outstanding out-of-the-money
option immediately prior to consummation of the Merger will be cancelled without consideration.

Interests of Certain Persons in the Merger (Page 21)

In considering the recommendation of the Company s Board of Directors, you should be aware that some members of
our management and Board of Directors have interests in the Merger that are different from, or in addition to, your
interests as a shareholder generally, and that may present actual or potential conflicts of interest. These interests may
include rights of the executive officers under severance agreements and rights to continued indemnification and
directors and officers liability insurance to be provided to current and former directors and officers for acts or
omissions occurring prior to the Merger. It is currently contemplated that the Company s officers will retain their
existing positions in the Surviving Entity. The special committee and the Board of Directors considered these
interests, among other matters, in approving the Merger.

Required Vote of Merger (Page 23)

Under Virginia law, the affirmative vote of shareholders representing at least two-thirds of the votes entitled to be cast
by shareholders at the annual meeting is required to approve the Merger Proposal (as defined under Questions and
Answers about the Annual Meeting of Shareholders Q: What matters will be voted on at the annual meeting? if a
quorum is present. Abstentions and broker non-votes will not count as votes cast. Because, however, approval of the
Merger Proposal requires the affirmative vote of at least two-thirds of the shares of the Company s common
stock outstanding on the Record Date, abstentions and broker non-votes will have the same effect as votes
against the Merger Proposal.

Our directors, executive officers and certain significant shareholders, which in the aggregate hold approximately
31.1% of the Company s outstanding shares of common stock, have agreed to vote such shares in favor of the Merger.
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See Proposal 1 Approval of the Merger and Related Matters The Voting Agreement.

Approval of any motion to adjourn or postpone the annual meeting to permit further solicitation of proxies to achieve
a quorum or approval of the Merger Proposal requires that the votes cast for the proposal exceed the votes cast against
the proposal, whether or not a quorum is present. Abstentions and broker non-

2
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votes will not count as votes cast for this purpose and will have no effect for purposes of determining whether a
proposal to adjourn or postpone the annual meeting is approved.

Rights of Appraisal or Dissenters Rights (Page 33)

Under the Virginia Stock Corporation Act, shareholders who follow the procedures set forth in Article 15 of the

Virginia Stock Corporation Act will be entitled to appraisal rights and to receive payment of the fair value of their
shares of the Company s common stock. Any shareholder who wishes to exercise appraisal rights should review the
discussion in Proposal I  Approval of the Merger and Related Matters Rights of Appraisal or Dissenter s Rights and
Annex C carefully because failure to comply in a timely and proper manner with the procedures specified may result

in the loss of appraisal rights under the Virginia Stock Corporation Act.

A vote in favor of the Merger Proposal by a shareholder will result in a waiver of such shareholder s appraisal rights.
Share Ownership of Directors and Executive Officers (Page 24)

As of the record date, executive officers and directors beneficially owned approximately 5.8% of the Company s
common stock (exclusive of outstanding options).

Recommendation of the Company s Board of Directors (Page 16)

The Company s Board of Directors unanimously recommends that you vote FOR approval of the Merger Proposal and
FOR the Adjournment Proposal if necessary or appropriate to solicit additional proxies, if there are not sufficient

votes in favor of approval of the Merger Proposal. For a discussion of the material factors considered by the

Company s Board of Directors in reaching its conclusions, see Proposal I  Approval of the Merger and Related

Matters Reasons for the Merger; Recommendation of the Board of Directors beginning on page 19.

Opinion of Woodward Group (Page 16 and Annex B)

The Woodward Group, Ltd ( Woodward Group ) delivered a written opinion, dated January 5, 2010, to the Company s
Board of Directors that, as of December 28, 2009 and based upon the assumptions and limitations set forth therein, the
Merger Consideration to be offered in the Merger to the holders of the Company s common stock (other than shares as
to which appraisal rights are properly asserted under Virginia law and shares owned by the Company, Merger Sub,
Parent or any affiliate of Parent) was fair from a financial point of view to such holders.

The full text of the written opinion of Woodward Group, dated January 5, 2010, is attached as Annex B to this proxy
statement. The written opinion of Woodward Group sets forth, among other things, the assumptions made, procedures
followed, matters considered and limitations on the reviews undertaken in connection with rendering the opinion.
Woodward Group provided its opinion for information and assistance to the Company s Board of Directors in
connection with its consideration of the Merger. The Woodward Group opinion is not a recommendation as to how
any holder of the Company s common stock should vote with respect to the Merger.

When will the Merger be Completed (Page 33)
Subject to adoption of the Merger Agreement by the Company s shareholders and the satisfaction of the other closing

conditions set forth in the Merger Agreement, the Company anticipates completing the Merger during the fourth
quarter of the fiscal year ending March 31, 2010.
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Conditions to the Merger (Page 28)

The obligations of the Company, Parent and Merger Sub to complete the merger depend on a number of conditions
being met. These conditions include, without limitation:

approval of the Merger Proposal by the Company s shareholders;

holders of not more than 5% of the issued and outstanding shares of the Company s common stock entitled to
vote at the annual meeting of shareholders have not properly made or withdrawn a demand for appraisal;

holders of the Company s 8% promissory notes due July 1, 2010 entered into an agreement with Parent and
Merger Sub to exchange at the effective time of the Merger all of the Company s 8% promissory notes for notes
issued by Surviving Company (At September 30, 2009, such notes had an aggregate principal amount of

$1.0 million and accrued interest of $322,000); and

the voting agreement (discussed below) has not been amended, modified or terminated.

Where the law permits, the parties to the Merger Agreement could choose to waive a condition to its obligation to
complete the Merger, although that condition has not been satisfied. We cannot be certain when, or if, the conditions
to the Merger will be satisfied or waived, or that the Merger will be completed.

No Solicitation of Other Offers (Page 27)

The Company may not directly or indirectly, (a) solicit, initiate or encourage the submission of any Acquisition

Proposal (as defined under Proposal I ~Approval of the Merger and Related Matters-The Merger Agreement Conduct
Pending the Merger-No Solicitation of Other Offers ) or (b) participate in any discussions or negotiations regarding, or
furnish to any person any information with respect to, or agree to or endorse, or take any other action to facilitate any
acquisition proposal or any inquiries or the making of any proposal that constitutes, or may reasonably be expected to
lead to, any Acquisition Proposal. The Merger Agreement does, however, permit the Company s Board of Directors to
take the above described actions in connection with a bona fide Acquisition Proposal that is or would reasonably be
expected to result in a Superior Proposal (as defined under Proposal I ~Approval of the Merger and Related
Matters-The Merger Agreement Conduct Pending the Merger-No Solicitation of Other Offers ).

Termination of the Merger Agreement (Page 29)
The Merger Agreement may be terminated before consummation under a number of specified circumstances. The
Merger Agreement may generally be terminated at any time before the effective time of the Merger in any of the
following ways, among others:
by mutual written consent of the Company, Parent and Merger Sub;
by either the Company or Parent if:
a governmental entity issues a final, non-appealable order or takes action that permanently restrains, enjoins

or otherwise prohibits the payment for shares pursuant to the Merger provided that the party terminating the
Merger Agreement used its commercially reasonable efforts to remove or lift such order or action;
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the Merger is not consummated on or before July 5, 2010 provided the terminating party was not the
principal cause of the resulted event and the action or failure to act did not constitute a material breach of the
Merger Agreement; or

the Company s shareholders did not approve the Merger Proposal provided the terminating party was not the
principal cause of the resulted event and the action or failure to act did not constitute a material breach of the
Merger Agreement.
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by the Company if:

the Company s Board of Directors approves the Company entering into an agreement constituting a Superior
Proposal provided, certain conditions are met; or

any of Parent s or Merger Sub s representations and warranties are not true and correct, or Parent failed to
perform its covenants or other agreements contained in the Merger Agreement and such breach or failure is
not cured in all material respects within ten (10) business days following receipt of written notice from the
Company of such breach; and

By Parent, if

the Company s Board of Directors withdraws, modifies or changes its recommendation to the Company s
shareholders of the Merger Agreement or takes action to recommend to the Company s shareholders an
Acquisition Proposal;

the Company s Board of Directors approves or recommends a Superior Proposal;

the Merger Agreement is not approved and adopted by the Company s shareholders at least three business
days prior to July 5, 2010; or

any of the Company s representations and warranties are not true and correct, or the Company fails to
perform its covenants or other agreements contained in the Merger Agreement and such breach or failure is
not cured in all material respects within ten (10) business days following receipt of written notice from
Parent of such breach.

Termination Fees and Expenses (Page 31)

Upon termination of the Merger Agreement under specified circumstances, including failure to obtain the requisite
shareholder vote in favor of the Merger, failure to timely hold a shareholder meeting or the Company accepting a
Superior Proposal, the Company is required to pay Parent a termination fee of $240,000 and up to $200,000 of the
reasonable expenses incurred by Parent in connection with the transactions contemplated by the Merger Agreement.

Upon termination of the Merger Agreement by the Company due to Parent s or Merger Sub s representations and
warranties not being correct or Parent s or Merger Sub s failure to perform covenants contained in the Merger
Agreement where such failure was not cured in all material respects within ten business days following receipt of
written notice of such breach by the Company, Parent is required to pay the Company up to $120,000 of the
reasonable expenses incurred by Parent in connection with the transactions contemplated by the Merger Agreement.

Specific Performance (Page 32)
The Company, Parent and Merger Sub are each entitled to seek an injunction to prevent breaches of the Merger
Agreement and to enforce specifically the terms and provisions of the Merger Agreement, in addition to any other

legal or equitable remedy to which they are entitled.

Financing (Page 32)
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Parent and Merger Sub estimate that the total amount of funds necessary to consummate the Merger, refinance certain
indebtedness and pay fees and expenses (including Company expenses) associated with the Merger and related
transactions will be approximately $6.2 million, which Parent and Merger Sub expect will be funded by equity and
debt financing arranged by Global Equity Capital, LLC. In addition, the Company s $1.0 million in subordinated notes
will remain outstanding. Notwithstanding the financing arrangements that Parent has in place, the consummation of
the Merger is not subject to any financing conditions.

As of the date of this proxy statement, we have been advised by Parent and Merger Sub that they are not relying on
third party debt financing to consummate the Merger. In the event no third party financing is available, or is not

available on commercially reasonable terms, Parent will have at closing, subject to the
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satisfaction of all closing conditions set forth in the Merger Agreement, equity and other funding commitments from
investors and their affiliates in an amount required to pay in full the Merger Consideration, retire any indebtedness
accelerated as a result of the Merger, and to pay all Company expenses.

The Voting Agreement (Page 33)

All of the Company s directors and executive officers and certain significant shareholders have entered into a voting
agreement pursuant to which they agreed to, among other things, (i) vote all shares of the Company s common stock
they own in favor of the adoption of the Merger Agreement and approval of the Merger at the annual meeting and
(i1) not offer or agree to, sell, transfer, tender, assign, hypothecate or otherwise dispose of their shares, or create or
permit to exist any security interest, lien, claim, pledge, option, right of first refusal, agreement, limitation on their
voting rights, charge or other encumbrance of any nature whatsoever with respect to their shares of the Company s
common stock during the term of the voting agreement. The voting agreement covers approximately 31.1% of the
Company s outstanding shares of common stock.

Material United States Federal Income Tax Consequences (Page 21)

The exchange of shares of the Company s common stock for cash in the Merger by a U.S. person will be a taxable
transaction for U.S. federal income tax purposes. In general, for U.S. federal income tax purposes, a shareholder will
recognize capital gain or loss equal to the difference, if any, between the amount of cash received with respect to the
shares of the Company s common stock exchanged and the shareholder s adjusted tax basis in such shares.
Shareholders should consult their tax advisors to determine the particular tax consequences to them (including the
application and effect of any state, local or foreign income and other tax laws) of the Merger.

6
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QUESTIONS AND ANSWERS ABOUT THE ANNUAL MEETING OF SHAREHOLDERS

The following questions and answers address briefly some questions you may have regarding the annual meeting and
the transactions. These questions and answers may not address all questions that may be important to you. Please
refer to the more detailed information contained elsewhere in this proxy statement, the annexes to this proxy statement
and the documents referred to or incorporated by reference in this proxy statement.

Q: When and where is the annual meeting?

A: The annual meeting of shareholders will be held on March 2, 2010, at 10:00 a.m., local time, at the Company s
executive offices located at 5250 Cherokee Avenue, Alexandria, VA 22312. The approximate date on which this
proxy statement and the accompanying proxy card will first be sent or given to shareholders is February 3, 2010.

Q: What matters will be voted on at the annual meeting?

A: The enclosed proxy is being solicited on behalf of our Board of Directors for use in voting at the Annual
Meeting, including any postponements or adjournments thereof. You will be asked to consider and vote on the
following proposals:

To consider and vote on a proposal to approve the Agreement and Plan of Merger by and among Parent, Merger
Sub and the Company, dated January 6, 2010, and the transactions contemplated thereby, as the same may be
amended from time to time (the Merger Proposal );

To elect seven (7) directors, each for a one (1) year term, until his successor is duly elected and qualified; and

To consider and vote on a proposal to adjourn the annual meeting, if necessary or appropriate to solicit additional
proxies, if there are insufficient votes at the time of the meeting to achieve a quorum or to approve the Merger
Proposal (the Adjournment Proposal ).
Our Board of Directors is not aware of any other matter to be brought before the annual meeting.

Q: How does the Board of Directors recommend that I vote on the proposals?

A: The Company s Board of Directors unanimously recommends that you vote FOR the approval of the Merger
Proposal, FOR all of the nominees for director and FOR the Adjournment Proposal, if necessary or appropriate to
solicit additional proxies, if there are not sufficient votes in favor of approval of the Merger Proposal.

Q: Who is entitled to attend and vote at the annual meeting?

A: The record date for the annual meeting is January 25, 2010. Only holders of shares of our common stock, par
value $0.24 per share, as of the close of business on the record date are entitled to notice of, and to vote at, the
annual meeting or any adjournment or postponement of the annual meeting. As of the record date, there were
3,175,206 shares of our common stock outstanding.

If you want to attend the annual meeting and your shares are held in an account at a brokerage firm, bank or other

nominee, you must bring to the annual meeting a proxy from the record holder (your broker, bank or nominee) of
the shares authorizing you to vote at the annual meeting.
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Q: What constitutes a quorum for the annual meeting?

A: In order for a quorum to be present at the annual meeting, one-third (1/3) of the common stock issued and
outstanding at the close of business on the record date entitled to vote at the annual meeting must be present in
person or represented by proxy at the annual meeting. All such shares that are present in person or represented by
proxy at the annual meeting will be counted in determining whether a quorum is present, including abstentions
and broker non-votes.
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Broker non-votes (i.e., when a nominee holding shares of common stock cannot vote on a particular proposal
because the nominee does not have discretionary voting power with respect to that proposal and has not received
voting instructions from the beneficial owner) are counted in determining whether a quorum is present.
Abstentions and shares held of record by a broker or nominee that are voted on any matter are counted in
determining whether a quorum is present.

Q: What vote is required to approve the Merger and Adjournment Proposal?

A: Under Virginia law, the affirmative vote of shareholders representing at least two-thirds of the votes entitled to
be cast by shareholders at the annual meeting is required to approve the Merger Proposal if a quorum is present.
Abstentions and broker non-votes will not count as votes cast. Because, however, approval of the Merger
Proposal requires the affirmative vote of at least two-thirds of the shares of the Company s common stock
outstanding on the Record Date, abstentions and broker non-votes will have the same effect as votes
against the Merger Proposal.

Our directors, executive officers and certain significant shareholders, which in the aggregate hold approximately
31.1% of the Company s outstanding shares of common stock, have agreed to vote such shares in favor of the
Merger. See Proposal 1  Approval of the Merger and Related Matters The Voting Agreement.

Approval of any motion to adjourn or postpone the annual meeting to permit further solicitation of proxies to
achieve a quorum or approval of the Merger Proposal requires that the votes cast for the proposal exceed the
votes cast against the proposal, whether or not a quorum is present. Abstentions and broker non-votes will not
count as votes cast for this purpose and will have no effect for purposes of determining whether a proposal to
adjourn or postpone the annual meeting is approved.

Q: What vote is required for the election of directors?
A: Directors are elected by a plurality of the votes cast by shareholders present in person or by proxy at the annual

meeting who are entitled to vote if a quorum is present. Accordingly, the seven nominees receiving the most FOR
votes will be elected.

?

How many votes do I have?

>

You have one vote for each share of our common stock you own as of the record date per proposal.

How do I vote?

Z 2

In order to vote your shares, you may attend the Annual Meeting and vote in person or you may vote by proxy.

You may vote by proxy by either (i) via the Internet at: www.voteproxy.com (using the 12-digit number included
on your proxy card or notice of annual meeting) or (ii) completing and signing the enclosed proxy card and
returning the card in the postage-paid envelope the Company has provided you. The deadline for voting by
Internet is 11:59 p.m. (EST) on March 1, 2010 (the day before the annual meeting). If you receive more than one
control number, in order for all of your shares to be voted, you must vote using all control numbers you receive.

Please review the voting instructions on the proxy card and read the entire text of each proposal prior to voting. If

you submit a proxy and do not indicate how you want to vote, your proxy will be counted as a vote for approval
of the Merger Proposal, for all of the director nominees and for the Adjournment Proposal, if necessary or
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appropriate to solicit additional proxies, if there are not sufficient votes in favor of approval of the Merger
Proposal, and in accordance with the recommendation of our board of directors on any other matters properly
brought before the annual meeting for a shareholder vote.

If your shares are held by your brokerage firm, bank or other nominee, see If my shares are held by my brokerage
firm, bank or other nominee, how do I vote my shares? below.
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Q: CanI change my vote?

A: Yes. You can change your vote at any time before your proxy is voted at the Annual Meeting. If you are a
stockholder of record, you may revoke your proxy by:

properly submitting a later-dated proxy by Internet or mail;

sending a written notice stating that you would like to revoke your proxy to Corporate Secretary, 5250 Cherokee
Avenue, Alexandria, VA 22312; or

attending the Annual Meeting and voting in person. Your attendance alone will not revoke your proxy. You must
also vote in person at the Annual Meeting.

The last vote received chronologically will supersede any prior vote. The deadline for voting by Internet is
11:59 p.m. (EST) on March 1, 2010 (the day before the annual meeting).

If you hold your shares in street name, you must contact your broker, bank or other nominee regarding how to
change your vote.

Q: If my shares are held by my brokerage firm, bank or other nominee, how do I vote my shares?

A: If your shares are held in a stock brokerage account or by another nominee, such as a bank or trust, then the
brokerage firm or other nominee is considered to be the shareholder of record with respect to those shares.
However, you still are considered to be the beneficial owner of those shares, with your shares being held in street
name. Street name holders generally cannot vote their shares directly and must instead instruct the brokerage
firm, bank, trust or other nominee how to vote their shares. Your brokerage firm, bank or other nominee will only
be permitted to vote your shares for you only if you instruct them how to vote. Therefore, it is important that you
promptly follow the directions provided by your brokerage firm regarding how to instruct them to vote your
shares.

In addition, because any shares you may hold in street name will be deemed to be held by a different shareholder
than any shares you hold of record, shares held in street name will not be combined for voting purposes with

shares you hold of record. To be sure your shares are voted, you should instruct your brokerage firm, bank or

other nominee to vote your shares. Similarly, if you own shares in various registered forms, such as jointly with
your spouse, as trustee of a trust or as custodian for a minor, you will receive, and will need to sign and return, a
separate proxy card for those shares because they are held in a different form of record ownership. Shares held by

a corporation or business entity must be voted by an authorized officer of the entity.

Q: What if I fail to instruct my brokerage firm, bank or other nominee how to vote?

A: Without instructions, your bank, brokerage firm or other nominee will not vote any of your shares held in street
name on any of the proposals. For your shares to be voted, you must instruct your bank, broker or other nominee
to vote your shares. When a nominee holding shares for a beneficial owner does not vote on a particular proposal

because the nominee has not received instructions from the beneficial owner, this is called a broker non-vote.

Q: What does it mean if I receive more than one proxy?
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If you receive more than one proxy, it means that you hold shares that are registered in more than one account.
To ensure that all of your shares are voted, you will need to sign and return each proxy you receive.

Q: What happens if I do not vote or abstain from voting?

A: Abstentions and broker non-votes will have the same legal effect as a vote against the Merger Proposal.
Abstentions and broker non-votes are not counted as votes cast in the election of directors or with respect to the
Adjournment Proposal. Accordingly, abstentions and broker non-votes will not have an effect on whether a

director is elected or the Adjournment Proposal is approved.

9
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Q: What will a Halifax shareholder receive when the Merger occurs?

A: If the Merger is completed, you will receive $1.20 in cash for each share of the Company s common stock that
you own immediately prior to the effective time of the Merger, unless you exercise and perfect your appraisal
rights under Virginia law.

Q: What do I need to do now?

A: After you carefully read this proxy statement in its entirety, consider how the Merger affects you and then vote or
provide voting instructions as described in this proxy statement.

Q: Should I send my stock certificates now?

A: No. After the Merger is completed, you will be sent a letter of transmittal with detailed written instructions for
exchanging your shares of the Company s common stock for Merger Consideration. If your shares are held in
street name by your brokerage firm, bank or other nominee you will receive instructions from your brokerage
firm, bank or other nominee as to how to effect the surrender of your street name shares in exchange for the
Merger Consideration. Please do not send your certificates now.

Q: Do I have dissenter or appraisal rights?

A: Yes. If you have not voted in favor of the Merger Proposal and have demanded appraisal for your shares in
accordance with the Virginia Stock Corporation Act, your shares will not be converted into a right to receive the
Merger Consideration. Instead, you will have only the rights given to dissenting shareholders pursuant to
Article 15 of the Virginia Stock Corporation Act, unless you later fail to perfect your right to appraisal or
otherwise withdraw or lose your right to appraisal. If you fail to perfect, withdraw or otherwise lose your right to
appraisal, your shares will be treated as if they had converted into the right to receive the Merger Consideration
that you are entitled to receive under the Merger Agreement. You are urged to consult Article 15 of the Virginia
Stock Corporation Act, which is reprinted in its entirety as Annex C to this proxy statement.

?

What will happen to our Board of Directors if the Merger is completed?

>

If the Merger is completed, the directors elected at the annual meeting will resign.

Who will bear the costs of proxy solicitation?

Z 2

We will bear the cost of preparing, assembling and mailing the notice, proxy statement and proxy card and
miscellaneous costs with respect to the same. We may, in addition, use the services of our officers, directors and
employees to solicit proxies personally or by telephone and telegraph, but at no additional salary or
compensation. We intend to request banks, brokerage houses and other custodians, nominees and fiduciaries to
forward copies of the proxy materials to those persons for whom they hold shares and to request authority for the
execution of proxies. We will reimburse them for reasonable out-of-pocket expenses incurred by them in so
doing.

The Company has retained Regan & Associates, Inc. ( Regan ) to solicit proxies on the Board s behalf. We estimate

that Regan will receive a fee of approximately $9,000. Regan has advised the Company that approximately eight
of its employees will be involved in the solicitation of proxies by Regan on our behalf.
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Q Who can answer further questions?

A: If you would like additional copies of this proxy statement or a new proxy card or if you have questions about the
Merger Proposal, or require assistance in submitting your proxy, please contact Regan, the firm assisting us in the
solicitation of proxies, toll-free at (800) 737-3426. Banks and brokerage firms can call collect at (212) 587-3005.

Q How can I obtain directions to the annual meeting?

A: Directions to the annual meeting are available by calling our executive offices at (703) 658-2400.

10
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CAUTIONARY STATEMENTS CONCERNING
FORWARD LOOKING INFORMATION

This proxy statement contains forward-looking statements within the meaning of the Private Securities Litigation

Reform Act of 1995 that are subject to risks and uncertainties. The words believe, expect, target, goal, project,
anticipate, predict, intend, plan, estimate, may, will, should, could and similar expressions and their

intended to identify such statements. Forward-looking statements are not guarantees of future performance,

anticipated trends or growth in businesses, or other characterizations of future events or circumstances and are to be

interpreted only as of the date on which they are made. These forward-looking statements are subject to risks and

uncertainties, including, among others, approval of the Merger by the Company s shareholders, the timing of the

shareholders meeting, satisfaction of various other conditions to the closing of the Merger, termination of the Merger

Agreement pursuant to its terms and risks faced by the Company described in the Company s Form 10-K for its fiscal

year ended March 31, 2009. The Company undertakes no obligation to update or revise any forward-looking

statement. You should not place undue reliance on these forward-looking statements.

PROPOSAL 1T APPROVAL OF THE MERGER AND RELATED MATTERS
Background of the Merger

Our Board of Directors continually reviews the Company s business, strategic direction, performance and prospects in
the context of developments in the enterprise maintenance solutions industry and the competitive landscape in the
markets in which the Company operates. The Board of Directors and senior management of Halifax have regularly
discussed various potential strategic alternatives, including possible acquisitions, raising additional equity, and other
transactions that could complement and enhance the Company s competitive strengths and strategic outlook. Halifax
senior management also has had informal conversations from time to time with other industry participants and with
investment bankers covering the enterprise maintenance solutions industry regarding prospects for the industry and
strategic alternatives for the Company in light of current market conditions.

With the view towards enhancing shareholder value, Halifax s Board of Directors and management held discussions
from time to time with various companies that expressed preliminary interest in potentially pursuing an acquisition of
Halifax or another strategic transaction. In addition, on September 11, 2008, the Board of Directors had retained an
investment banking firm to solicit potential merger candidates for the Company. As a result of these discussions and
activities by the Company s investment banker, between September 2008 and June 2009, the Company entered into
non-disclosure agreements and pursued transactions with several entities. However, none of these discussions or other
activities on the part of the Company resulted in a transaction.

In September 2009, Blumberg Advisory Group was in communication with the Company regarding a potential
acquisition target for the Company. Blumberg suggested to the Company s management that he refer the Company to
another of their clients, Global Equity Capital, LLC ( Global ), to discuss either potential financing for the Company s
proposed acquisition or a business combination involving the Company.

On September 3, 2009, a representative of Global, a private equity firm located in Boulder, Colorado, contacted
Charles McNew, the Company s President and Chief Executive Officer, at Blumberg s suggestion, concerning a
possible acquisition of the Company or providing financing for the acquisition the Company was considering.

Intermittent preliminary discussions with Global continued for several days.

On September 11, 2009, the Company and Global executed a non-disclosure agreement.
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The Board of Directors had previously established the special committee, consisting of three (3) of the Company s
independent, non-management directors, should developments require, to respond to any indication of interest by
Global in acquiring the Company and to design and oversee a process for evaluating the Company s other strategic
alternatives.
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On September 14, 2009, Mr. McNew informed the special committee, that he had been in contact with Global
regarding a possible transaction involving the Company and his plans to travel to Colorado to meet with
representatives of Global.

Donald Ervine, chair of the special committee, suggested that Mr. McNew report back to the special committee and to
the Company s Board of Directors should discussions progress to the point where Mr. McNew believed it likely that
Global would seek to make a transaction proposal to the Company. Thereafter, Global and the Company commenced
exchanging confidential, non-public information.

On September 16, 2009, Mr. McNew traveled to Global s offices in Boulder, Colorado to discuss a possible
transaction. Mr. McNew met with Global s Managing Director of M&A and Executive Vice President of Operations.
The discussion focused on the Company s operating results and growth plans, the strategic benefits of the Company s
proposed acquisition, and possible benefits to affiliates of Global Equity Capital should the Company be part of its
portfolio. These conversations continued for several days following the in-person meeting.

On September 25, 2009, the special committee met telephonically to be updated by management regarding the

meeting with Global. Following management presentations and discussion by the Company s management, the special
committee determined to engage in a more extensive review of the Company s future outlook and strategic
alternatives, including an analysis of the drivers of the Company s current stock market valuation. The special
committee also authorized Mr. McNew to continue working with Global with a view toward obtaining from Global a
firm proposal for an acquisition of the Company.

Global then informed us that it would not be interested in providing acquisition financing for the Company s potential
acquisition target, but suggested that Global could acquire both the target and the Company and combine them.
However, Global was not yet prepared to make an offer for the Company. As discussions continued, Global and the
Company agreed that Global would pursue the acquisition target with limited involvement by the Company, but if the
businesses were not combined the Company would have the option to purchase the acquisition target from Global, or
collect a fee for referring the target to Global. An agreement to this effect was executed by the Company and Global
on September 30, 2009.

On October 9, 2009, the Company completed its previously announced delisting from NYSE AMEX, part of its
initiative to eventually deregister from SEC reporting in order to reduce the costs involved in being a public company.

On October 12, 2009, Global sent the Company a letter outlining potential terms of an acquisition of the Company at
an indicated price of approximately $1.30 per share in cash, subject to confirmatory due diligence, examination of
certain metrics impacting value, and other conditions. On October 13, 2009, Mr. McNew notified the special
committee of the details of the Global offer and the special committee requested certain changes. On October 14,
2009, Mr. McNew advised the special committee of the revised letter of intent, dated October 14, 2009, received from
Global. The revised letter of intent provided for an all cash merger with a newly created subsidiary of Parent. It also
provided for a 45 day exclusivity period to permit for due diligence and the negotiation of a merger agreement. On
October 14, 2009, the special committee met to review the proposal of Global and to discuss further the outlook for,
and the strategic alternatives available to, the Company. At this meeting, the special committee unanimously
determined to accept Global s letter of intent.

Additionally, on October 14, 2009, our Board of Directors met telephonically to be briefed on Global s interest in the
Company. At this meeting, Mr. McNew summarized senior management s contacts with Global to date, reviewed
reasons why he believed that pursuing a transaction with Global might be in the best interests of the Company at this
time, and asked for the Board of Directors support in pursuing a potential transaction with Global. Subsequent to this
meeting, the special committee had a meeting, in which it confirmed Mr. Ervine s continued service as chairman of the
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The letter of intent was executed by the Company on October 15, 2009.
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On October 21, 2009, the Company s Board of Directors held an in person meeting. At this meeting, the Company s
Chief Executive Officer updated the Board of Directors on the status of the potential transaction with Global,
including a discussion of the expiration of letter of intent on November 30, 2009. The Company s Chief Executive
Officer informed the Board of Directors that due diligence, including facility visits, was continuing. The Board of
Directors discussed the offered price and that they want a fairness opinion regarding the potential transaction with
Global.

On October 26, 2009, the Company s Chief Executive Officer and Chief Financial Officer attended a due diligence
review meeting at Global s offices in Boulder, Colorado. At this meeting, representatives of the Global acquisition
team discussed with the Halifax officers the Company s historical performance and the long term strategy of Halifax.
On October 28, 2009, Mr McNew updated the special committee on his meeting with Global.

On November 10 and 11, 2009, members of the Global acquisition team and its advisors engaged in further due
diligence at Halifax s Harrisburg offices. Further conversations and the exchange of materials continued among the
two parties and their advisors over the next several weeks.

On November 25, 2009, Mr. McNew updated the Board on the due diligence process with Global and indicated that
Global intended to provide a draft purchase agreement shortly. On December 1, 2009, Global s consultants and senior
management visited Halifax s officers in Harrisburg, Pennsylvania. The consultants reviewed the IT and logistics
platform. On December 2, 2009, Mr. McNew updated the board on the meetings with Global and Global s request for
an extension on the exclusivity provisions of the letter of intent. The extension was approved on December 2, 2009.

Negotiations with Global, on behalf of Parent, continued daily from December 2, 2009 through December 17, 2009.
On December 7, and December 14, 2009, Mr. McNew provided the Board with further updates on the negotiations
with Parent.

After indicating that its due diligence was substantially complete, and following detailed negotiations, Parent, through
Global, proposed paying a price per share of common stock of $1.10. The Company rejected this proposal but
recommended that negotiations continue.

On December 17, 2009, Parent, through Global, verbally revised the previous offer to $1.20 per share in cash,
conditioned upon reaching agreement with the holders of our $1,000,000 subordinated notes to extend, assuming the
Merger occurs, the maturity date of the notes. Mr. McNew notified the special committee of the revised offer on
December 17, 2009 and the special committee considered the revised offer on December 18, 2009.

On December 18, 2009, the special committee of the Company held a telephonic meeting to consider Parent s revised
offer. All directors of the Company were present at this meeting at the invitation of the special committee.

Mr. McNew described the details of the offer and the steps involved in consummating a merger transaction with
Parent and its subsidiary. The special committee also determined to engage Woodward Group to act as financial
advisor to the special committee and instructed management to work with the Woodward Group to prepare for the
special committee financial analyses to assist the committee in evaluating this transaction and executed an
engagement letter with Woodward Group on December 18, 2009 with respect to the preparation of a fairness opinion.
The special committee retained Woodward Group after considering Woodward Group s qualifications and prior
services provided to Halifax in the past. Following a thorough discussion, the special committee determined to pursue
a transaction with Parent. On December 21, 2009, Global and we agreed to another extension of the exclusivity
provisions of the letter of intent.

Between December 18, 2009 and January 4, 2010, Parent and we continued to negotiate terms of the merger
agreement and Parent proposed that certain directors, officers and key shareholders execute a voting agreement.
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Global conducted these negotiations on behalf of Parent. The terms of the voting agreement were negotiated between
Parent and the signatories. Parent, through Global, also entered into and then finalized negotiations with the holders of
our senior subordinated notes. See 8% Promissory Notes. On December 28, 2009, Global and we agreed to a further
extension of the exclusivity provisions of the letter of intent.

13

Table of Contents 36



Edgar Filing: HALIFAX CORP OF VIRGINIA - Form DEFM14A

Table of Contents

On January 4, 2010, the special committee met with its financial advisors. Mr. McNew walked the committee through
he essential elements of the merger agreement. At this meeting, Woodward Group rendered its oral opinion,
subsequently confirmed in writing on January 5, 2010, to the special committee that, as of December 28, 2009, the
$1.20 per share cash merger consideration offered by Parent, is fair to shareholders, from a financial point of view,
based on market and economic information as of December 28, 2009. The special committee discussed the proposed
transaction. The special committee unanimously concluded that entering into a transaction with Parent would be in the
best interests of the Company and recommended approval of the merger agreement.

The Board of Directors of Halifax met on January 6, 2010, immediately after the special committee meeting, to
consider and vote upon the merger agreement. The counsel to the special committee described the terms of the Merger
Agreement and indicated that there were no substantial changes to the terms since the last board meeting. The Board
of Directors received the special committee s recommendation and the Woodward Group opinion dated January 5,
2010, to the effect that, the $1.20 per share cash merger consideration offered by Parent is fair to shareholders, from a
financial point of view, based on market and economic information, as of December 28, 2009. Following further
discussion, the Board of Directors adopted resolutions approving the execution, delivery and performance of the
merger agreement and resolved to recommend that the shareholders of the Company vote to approve the merger
agreement. With respect to approval of the transaction with Parent, all of directors voted in favor of the transaction
with Parent. With respect to recommending that shareholders vote to approve the Merger Agreement with Parent all of
the directors voted in favor of recommending shareholders vote in favor of the transaction.

Following the conclusion of the board meeting, our counsel finalized the transaction documentation, and the parties
executed the merger agreement on January 6, 2010. All of our directors and officers, as well as Nancy Scurlock and
the Arch C. Scurlock Children s Trust, also executed a voting agreement with Parent. See ~ Voting Agreement.
Additionally, our note holders and Parent reached agreement on the terms of modification of our subordinated notes,
including an extension of the maturity date. On the morning of January 7, 2010, the Company issued a press release
announcing the transaction.

From the date of the announcement of the merger agreement with Parent through the date of this proxy statement, no
third party, other than a representative of Barrister Global Services Network ( Barrister ), has contacted the Company or
any of its representatives in connection with any potential competing proposal.

Following the release of the announcement of the merger agreement with Parent, Mr. McNew was contacted by the
representative of Barrister. The Barrister representative advised Mr. McNew that Barrister would be willing to
consider providing an offer of 5 to 10% above the per share merger agreement price of $1.20. This phone conversation
was followed by a letter from Barrister indicating a willingness to make an offer to pay 5 to 10% above the $1.20 per
share Merger Consideration, subject to due diligence and requesting a meeting with the Company. Mr. McNew
immediately notified Mr. Grover, the chairman of Halifax, of the Barrister acquisition proposal.

Pursuant to Section 5.4 of the Merger Agreement, Mr. McNew advised Parent orally and in writing of the receipt of
the Barrister proposal, and its terms and conditions. Mr. McNew advised Parent that he would keep them informed of
the status of the Barrister proposal. Pursuant to the terms of the Merger Agreement with Parent and Merger Sub, the
Company and its management may not engage in negotiations with any party regarding a possible acquisition
transaction, except if a determination is made by the Board of Directors in good faith that the acquisition proposal
would reasonably be expected to result in a Superior Proposal and, after consulting with counsel, the Board
determines such negotiation is required to discharge the Board s fiduciary duties (See =~ The Merger Agreement
Conduct Pending the Merger-No Solicitation of Other Offers for a definition of Superior Proposal). Following the
filing of the current report on Form 8-K, Mr. McNew contacted Barrister on January 14, 2010 to obtain the
information necessary to enable the Halifax special committee to determine whether if Barrister was interested in
providing an offer that would reasonably be expected to result in a Superior Proposal. Mr. McNew also contacted the
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Company s securities counsel and Woodward Group. The special committee retained Woodward Group to assist the
committee in determining whether the Barrister proposal was likely to result in a Superior Proposal as defined in the
Merger Agreement. Woodward Group advised the Company that to determine if the Barrister proposal would
reasonably be likely
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to result in a Superior Proposal, as defined in the Merger Agreement, financial information regarding Barrister and its
funding sources to complete a transaction with the Company, among other information, was required. Mr. McNew
subsequently spoke and corresponded with a Barrister officer to request Barrister s audited financial statements and
information on its financing sources for the Barrister proposal.

As requested by the Company, representatives of Woodward Group contacted Barrister for the purpose of obtaining
additional information to assist the special committee in determining whether the Barrister proposal would reasonably
be expected to result in a Superior Proposal as defined in the Merger Agreement. The Company is unable to predict
whether or in what form the requested information will be provided to the special committee and Woodward Group by
Barrister or whether additional information will need to be obtained from Barrister to make a determination regarding
whether the Barrister offer would reasonably be expected to result in a Superior Proposal as defined in the Merger
Agreement.

As of the date hereof, Barrister has not provided the Company with a definitive letter of intent related to its proposal
and as a result, Woodward Group has not completed its analysis of the Barrister proposal and has not rendered its
report to the special committee. There can be no assurance that Barrister will provide a definitive letter of intent or
that it will ultimately be determined that the Barrister proposal constitutes a Superior Proposal as defined in the
Merger Agreement. In the event a definitive letter of intent is not received by the Company, the special committee will
take no action with regard to the Barrister proposal.

On February 1, 2010, the Company received an unsolicited acquisition proposal from DecisionOne Corporation

( DecisionOne ). The DecisionOne offer was $1.26 per share in cash, subject to possible improvement of such terms
upon completion of satisfactory due diligence, and did not include a financing contingency. Mr. McNew immediately
informed the Company s Special Committee of the terms and conditions of the DecisionOne offer and contacted the
Company s counsel. The special committee requested that the Woodward Group assist the special committee in
determining whether the DecisionOne offer was likely to result in a Superior Proposal as defined in the Merger
Agreement (See - The Merger Agreement Conduct Pending the Merger No Solicitation of Other Offers for a
definition of a Superior Proposal).

Again, pursuant to Section 5.4 of the Merger Agreement, Mr. McNew immediately advised Parent orally and in

writing of the receipt of the DecisionOne proposal, and its terms and conditions. Mr. McNew advised Parent that he
would keep them informed of the status of the DecisionOne proposal, as required by the Merger Agreement. As
previously discussed, pursuant to the terms of the Merger Agreement with Parent and Merger Sub, the Company and

its management may not engage in negotiations with any party regarding a possible acquisition transaction, except if a
determination is made by the Board in good faith that the acquisition proposal would reasonably be expected to result

in a Superior Proposal and, after consulting with counsel, the Board determines such negotiation is required to

discharge the Board s fiduciary duties (See =~ The Merger Agreement Conduct Pending the Merger-No Solicitation of
Other Offers for a definition of Superior Proposal).

On February 2, 2010, the special committee met and determined that, based on, among other things, the financial
analysis provided by the Woodward Group, the DecisonOne offer was not reasonably likely to result in a Superior
Proposal, as defined in the Merger Agreement. The Woodward Group reconfirmed to the special committee that the
Merger Consideration of $1.20 per share offered by Parent is fair to shareholders, from a financial point of view,
based on market and economic information as of December 28, 2009.

Subject to the receipt of shareholder approval at the annual meeting, the Merger shall proceed as planned pursuant to
the terms in the Merger Agreement and contemplated by this proxy statement.
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Reasons for the Merger; Recommendation of the Board of Directors

In reaching its decision to approve the merger agreement, the merger and the other transactions contemplated by the
merger agreement and to recommend that our shareholders vote to adopt the merger agreement and approve the
merger, our Board of Directors, in consultation with its financial and legal advisors, considered the following
substantive factors and potential benefits of the merger, each of which our Board of Directors believed supported its
decision:

our Board of Directors familiarity with the business, operations, properties and assets, financial condition,
business strategy, and prospects of the Company (as well as the risks involved in achieving those prospects),
the nature of the industry in which the Company competes, industry trends, and economic and market
conditions, both on a historical and on a prospective basis;

the comprehensive process undertaken by the Company and its investment bankers to solicit interest in an
acquisition of the Company;

our special committee s unanimous determination and recommendation to the Board of Directors that entering
into the transaction available to the Company would be in the best interest of our shareholders relative to the
alternative of remaining independent and not entering into a transaction at this time;

our special committee s and our Board of Directors belief that the merger is more favorable to the shareholders
of the Company than the potential value that could be expected to be generated from remaining independent

and pursuing the current strategic plan, taking into account the potential risks and uncertainties associated with
such alternative;

the costs of remaining a public company, which we estimate to be approximately $450,000 per year;

the historical trading prices of our common stock, including the fact that the per share cash merger
consideration of $1.20 represents a premium of approximately 155% over the closing price of our common
stock on January 6, 2010, the last full trading day before the announcement of the execution of the merger
agreement, and a premium of approximately 110% over the average closing price of our common stock over
the 20 trading days ending on January 6, 2010;

information provided by Woodward Group concerning public market valuation measures for the Company s
common stock and for the common stock of other publicly traded companies in the Company s industry; and

the financial presentation of Woodward Group, including its opinion dated January 5, 2010, to our Board of
Directors that, as of the date of the opinion and subject to the various assumptions, qualifications and
limitations set forth therein, the merger consideration to be received by holders of the Company s common
stock was fair, from a financial point of view, to such holders, as more fully described below in Opinion of
Woodward Group.

The Company s Board of Directors unanimously recommends that you vote FOR the approval of the Merger Proposal.

Opinion of Woodward Group
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Pursuant to an engagement letter dated December 18, 2009, the special committee of the Board of Directors of Halifax
retained Woodward Group to assess the fairness, from a financial point of view, of the Merger Consideration and, if
so requested, to render to the special committee an opinion as to the fairness, from a financial point of view, to the
Company s common shareholders.

At the meeting of the Halifax special committee on January 4, 2010 Woodward Group rendered its oral opinion,
subsequently confirmed in writing, to the special committee that as of December 28, 2009 the Merger Consideration,
from a financial point of view, is fair to shareholders, based on market and economic information as of December 28,
2009; materials provided to and reviewed by Woodward Group; the statement of assumptions and limitations included
in Woodward Group s opinion letter; and the analyses completed by Woodward Group.

16

Table of Contents 42



Edgar Filing: HALIFAX CORP OF VIRGINIA - Form DEFM14A

Table of Contents
Summary of Woodward Group s Financial Analyses

In rendering its opinion, Woodward Group completed various financial analyses, some of which are summarized
below and provided in tabular form. Woodward Group believes that selecting portions of its analyses or focusing on
information in tabular form, without considering all analyses and factors, including the assumptions and limitations
provided in Woodward Group s opinion letter, could create misleading and/or incomplete views of the processes,
reviews, considerations and analyses performed by Woodward Group. Woodward Group arrived at its opinion based
on the results of all analyses completed and factors considered and assessed as a whole.

In performing its analyses, Woodward Group considered industry performance, general business and economic
conditions and other matters, in addition to the business and prospects of Halifax. The analyses completed by
Woodward Group were prepared solely to determine the fairness, from a financial point of view, of the Merger
Consideration to shareholders as of December 28, 2009. In preparing its opinion, Woodward Group did not
independently evaluate or appraise any of the assets or liabilities of Halifax. In addition, Woodward Group s opinion
does not speak to the merits of alternative corporate strategies or corporate finance transactions or the underlying
business decisions to effect the Merger transaction.

The assumptions and limitations underlying Woodward Group s opinion and materials reviewed by Woodward Group
are indicated in its fairness opinion letter included as Annex B hereto. Woodward Group also completed analyses and
held discussions with members of Halifax management with respect to certain aspects of the Merger transaction and
Halifax s business and prospects, including management s forecasted financial results.

In rendering its opinion, Woodward Group relied upon and assumed the accuracy and completeness of all information
that was provided by the Company and/or publicly available and Woodward Group did not independently verify and
does not assume responsibility or liability for independently verifying any such information or its accuracy or
completeness.

Provided below is a summary of the principal financial analyses performed by Woodward Group in connection with
providing its fairness opinion as of December 28, 2009; this summary is not a complete description of the processes,
reviews, considerations and analyses performed by Woodward Group.

Financial Analyses

Historical Stock Price Postings and Volume. Woodward Group noted as of December 28, 2009, the posted per
share value of Halifax common stock was $0.47 and the Merger Consideration per share offer price was $1.20 cash.
Woodward Group also reviewed various stock information regarding Halifax, including its 52-week price
postings/trading range of $0.30 to $1.90 per share.

Woodward Group noted that historical stock price postings do not provide reliable valuation metrics, given the illiquid
market within which the Company s shares are traded and/or prices posted.

Discounted Cash Flow Analyses. Woodward Group completed discounted cash flow analyses ( DCF ) for the purpose
of determining the implied equity value per share of Halifax common stock as the business is currently managed.

The DCF analyses valued Halifax first on an enterprise value basis with debt-free future cash flows generated by the
business, net after expenses, taxes, and required reinvestment, plus depreciation and amortization. Woodward Group
utilized the most likely forecasted financial results provided by Halifax management for fiscal years 2010 through
2014; management also provided a worst case forecast, upon which Woodward Group did not rely, given that the
DCEF results using this forecast implied a negative equity value.
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After calculating free cash flows in each projected year, these amounts were discounted back to present value at a
weighted average cost of capital of approximately 15.9%. Woodward Group also calculated and discounted to present
value the terminal value at the same discount rate. In developing the terminal value, Woodward Group utilized a
perpetuity calculation that incorporated a long-term growth rate of 3% in the terminal year cash flow, excluding
working capital reinvestment, and in the calculation of the perpetuity.
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Woodward Group also analyzed the Halifax net operating loss carry forward ( NOL ) of approximately $4.7 million
and the potential impact of a change in control on the value of the NOL, including expected limitations on usage
pursuant to US Internal Revenue Code ( IRC ) Section 382. Because the Company expects that a change of control
would occur regardless of the Merger transaction, given that in 2009 Halifax actively sought an institutional equity
investment which management believes would have resulted in a change of control, the value of the NOL on a net
present value basis, using the above indicated weighted average cost of capital and taking into account expected
annual usage restrictions, is reflected in the DCF analyses.

The sum of the discounted cash flows for each year and the present value of the terminal value plus the net present
value of the Company s NOL aggregated an enterprise value, from which debt outstanding as of December 28, 2009
was subtracted to determine implied equity value. The DCF analyses utilizing the most likely forecast and various
assumptions, including the present value of the NOL utilization, imply an equity value per share of approximately
$0.49, based on 3,175,206 common shares issued and outstanding.

Comparable Public Traded Company Analyses

Woodward Group developed a list of comparable companies through reviewing those companies listed by Halifax as
competitors in its January 2009 equity placement memorandum and SEC reporting companies within standard
industrial classification code 7370, within which Halifax is listed. Woodward Group also reviewed companies within
SIC codes 5045, 7371 and 7389, to select companies, the shares of which were publicly traded, with operations,
businesses and/or customers that could be considered similar to Halifax.

Based on these characteristics, Woodward Group selected the following publicly traded companies for these analyses:
Analysts International Corporation; ePlus Inc.; Pinnacle Data Systems, Inc.; Pomeroy IT Solutions, Inc.; QSGI Inc.;

SED International Holdings, Inc.; TechTeam Global Inc.; and Wayside Technology Group, Inc. Woodward Group
compiled key financial statistics for these companies: latest twelve months revenues,

earnings-before-interest-and-taxes (  EBIT ), earnings-before-interest-taxes-depreciation-and-amortization ( EBITDA ),
net income and book value. Woodward Group then calculated the companies enterprise and equity values, as
appropriate, relative to these key financial statistics to develop valuation ratios.

Woodward Group calculated the average, median and modified average valuation ratios from the pool of these public
companies, which are indicated below:

Market Value As a
Multiple of:
Enterprise Value As a Multiple of: Net Book
Revenues EBIT EBITDA Income Value
Average 0.21 10.77 7.43 10.67 $ 0.65
Median 0.11 9.83 5.55 14.31 0.75
Modified Average 0.19 9.83 5.55 14.31 0.70

The modified average is equal to the average of the sample, less the high and low results.

Applying these ratios to the Halifax unaudited latest twelve months financial results as of September 30, 2009 results
in the following implied values using the median and modified average ratios indicated above, in thousands:
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Low Medium High
Implied Enterprise Value $ 2,736 $ 6,378 $ 10,020
Plus Control premium 36.5% 36.5% 36.5%
Implied Equity Value $ 3,734 $ 8,706 $ 13,677

The medium value indicated above is the average of the low and high implied values. Debt is not subtracted from any
of the above indicated enterprise values because the low and the high implied values are derived from multiples of
book value and net income, respectively, and both of these financial measures include the effects of debt. Woodward
Group did not rely on the Company s forecasted 2010 results for this methodology, given that many of the comparable
companies did not generate reliable forecasted data.
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Woodward Group also applied to the indicated public company comparable implied values a control premium of
36.5% per MergerStat 2009, given that these data are derived from the prices of individual shares of stock and
Woodward Group assessed the implied value of Halifax s equity on an aggregate basis. Nonetheless, application of a
control premium may overstate the implied value under this methodology, given that the shares of publicly traded
firms comprising the control premium data tend to be highly liquid relative to the shares of Halifax.

Woodward Group focused on the low end of the implied values under this methodology for reasons that included the
following: Halifax generated a latest twelve month gross profit margin of approximately 15%, whereas the
comparable publicly traded companies generated a median gross profit margin of approximately 20% during the latest
twelve month periods; Halifax generated declining profits on a latest twelve month basis; and during each of the
previous five fiscal years, with the exception of fiscal year 2009, the Company generated negative EBITDA and/or net
income.

Woodward Group noted that none of the publicly traded comparable companies is directly comparable to Halifax,
including services offered, size, financial strength or business strategy. The low end of the public company
comparable analyses imply an equity value per share of approximately $1.18, based on 3,175,206 common stock
shares issued and outstanding.

Comparable Merger and Acquisition Transaction Analyses

Woodward Group developed a list of comparable merger and acquisition transactions announced and/or completed
during the past three years through reviewing transactions completed by the publicly traded comparable companies
indicated above, transactions compiled by MergerStat Review, and industry data, focusing on target companies that
appeared to have operations, businesses and/or customers that, for purposes of Woodward Group s analyses, may be
considered similar to those of Halifax and for which either the target, the acquirer or an industry source disclosed the
terms of the transaction and financial data regarding the target.

Based on these characteristics, Woodward Group selected the following merger and acquisition transactions for these
analyses:

Date Acquirer Target
09.25.09  Platinum Equity, LLC Pomeroy IT Solutions, Inc.
08.07.09  Din Global Corp. En Pointe Technologies, Inc.
07.17.09  INX Inc. AdvancedNetworX Inc.
05.20.09  Hebron LLC Pomeroy IT Solutions, Inc.
12.29.08  Serco Group PLC SI International, Inc.

10.31.08  Symphony Technology Group LLC Teleca AB

07.08.08  QSGI, Inc. Contemporary Computer Services, Inc.
08.26.08  Hewlett-Packard Co. Electronic Data Systems Corp.
05.09.08  ePlus Inc. Network Architects, Inc.
02.19.08  Williams Interactive Media, Inc. Capital Growth Systems, Inc.
08.31.07 INX Inc. Select, Inc.

04.26.07  Mitel Networks Corporation Inter-Tel Incorporated

Woodward Group analyzed the above transactions to determine the purchase prices paid for these target companies
relative to their revenues, EBITDA, net income and book values, to the extent disclosed. The resulting valuation ratios
or multiples were applied to Halifax s latest twelve month financial results through September 30, 2009. Woodward
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Group did not rely on the Company s forecasted 2010 results for this methodology, given that many of the target
companies did not disclose similar forecasted data.
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Woodward Group calculated the average, median and modified average valuation ratios from the merger and

acquisition transactions, which are indicated below:

Consideration Paid As a Multiple of:
Revenues EBITDA Net Income Book Value

Average 0.41 12.20 21.11 2.20
Median 0.23 10.33 23.00 1.29
Modified Average 0.32 10.33 23.45 1.41

The modified average is equal to the average of the sample, less the high and low results. Applying these ratios to the
Halifax unaudited latest twelve months financial results as of September 30, 2009 results in the following implied
values, in thousands:

Low Medium High
Implied Enterprise Value $ 5,045 $ 11,247 $ 17,439
Less Debt $ 2,878 $ 2,878
Implied Equity Value $ 5,045 $ 8,369 $ 14,561

The medium value indicated above is the average of the low and high implied values. Debt is not subtracted from the
low enterprise value because this value is derived from multiples of book value, which include the effects of debt.
Woodward Group did not utilize the Company s forecasted 2010 results for this methodology, given that the target
companies did not disclose forecasted results.

Woodward Group focused on the low end of the implied values under this methodology for reasons that included the
following: Halifax s generated declining profits on a latest twelve month basis and during each of the previous five
fiscal years, with the exception of fiscal year 2009, the Company generated negative EBITDA and/or net income.

Woodward Group noted that none of the merger and acquisition target companies analyzed is directly comparable to
Halifax, including services offered, size, financial strength or business strategy. The low end of the merger and
acquisition comparable analyses imply an equity value per share of approximately $1.59, based on 3,175,206 common
stock shares issued and outstanding.

Other Factors

Woodward Group s opinion is qualified in its entirety by the assumptions and limitations included in its written
opinion.

Halifax does not publicly disclose internal management forecasts of the type provided to Woodward Group; these
forecasts were prepared in connection with the Merger transaction and were not prepared with a view toward public
disclosure. These forecasts, which were incorporated into Woodward Group s DCF analyses, were based on numerous
variables and assumptions that are inherently uncertain and may be beyond the control of management. Accordingly,
forecasts and analyses used or made by Woodward Group are not necessarily indicative of actual future results, which
may be significantly more or less favorable than suggested by those analyses.

Table of Contents 49



Edgar Filing: HALIFAX CORP OF VIRGINIA - Form DEFM14A

None of the publicly traded companies or merger and acquisition target companies reviewed and described above is
identical to Halifax or the Merger transaction. The companies selected were chosen because they are publicly traded
companies with operations, businesses and/or customers that, for purposes of Woodward Group s analyses, may be
considered similar to those of Halifax. The merger and acquisition transactions selected were similarly chosen based
on these criteria and the availability of disclosed information.

Pursuant to the terms of the engagement letter, Halifax has agreed to pay Woodward Group a fee of $31,000 in
connection with rendering the opinion. In addition, Halifax has agreed to reimburse Woodward Group for its

out-of-pocket expenses incurred in connection with its engagement and to indemnify Woodward
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Group and certain related persons against certain liabilities and expenses arising out of or in conjunction with its
rendering of services under its engagement.

Halifax previously engaged Woodward Group for financial advisory services as set forth below:

In September 2009, Halifax engaged Woodward Group to advise and issue an opinion to the special committee
regarding the fairness of delisting Halifax common stock.

In July 2007, Halifax engaged Woodward Group to provide financial advisory services and issue an opinion to
the special committee regarding a potential transaction which was not completed.

In October 2004, Halifax engaged Woodward Group to value the Halifax stock paid as consideration in the
acquisition of Alpha National Technology Services, Inc.

In May 2004, Halifax engaged Woodard Group to value the Halifax stock paid as consideration in the
acquisition of Microserv, Inc.

Woodward Group, as part of its financial advisory services, is engaged in the valuation of assets, securities and
companies in various types of asset and security transactions, including the valuation of assets, securities and
companies in mergers, acquisitions, divestitures, joint ventures and leveraged buyouts and in the determination of
adequate consideration in such transactions. Woodward Group also provides, from time to time, expert witness
consultation and testimony.

Interests of Certain Persons in the Merger

Some members of our management and Board of Directors have interests in the Merger that are different from, or in
addition to, your interests as a shareholder generally, and that may present actual or potential conflicts of interest.
These interests may include the right of an executive officer to payments under a severance agreement in the event of
termination of employment and rights to continued directors and officers liability insurance for current and former
directors and officers for acts or omissions occurring prior to the Merger. For example, if Charles L. McNew, our
Chief Executive Officer, has his employment terminated with the Company within one year from the date of the
Merger, he would be entitled to receive payments pursuant to his severance agreement. Under the terms of

Mr. McNew s severance agreement, a change of control disposition is generally deemed to occur if (i) 25% or more of
the voting power of the Company s stock is acquired by another entity or (ii) there is a sale of substantially all of our
assets to another entity. In the event that Mr. McNew s employment is terminated within one year of a change of
control disposition, other than in connection with an excluded circumstance, Mr. McNew would be entitled to receive
his then current salary for a period of twenty-four months. In the event that Mr. McNew s employment is terminated
for any reason within ninety days following a change of control disposition, Mr. McNew would be entitled to receive
an amount equal to two times his then current salary. Based on either of the foregoing, if Mr. McNew s employment
was terminated on January 25, 2010 and the Merger occurred immediately prior to such date, Mr. McNew would have
been entitled to receive a severance payment of $461,726. It is currently contemplated that the Company s officers will
retain their existing positions in the Surviving Entity. In addition, such officers may be offered opportunities or other
business relationships with affiliates of the Surviving Entity. The special committee and the Board of Directors
considered these interests, among other matters, in approving the Merger.

Material U.S. Federal Income Tax Consequences of the Merger to Our Shareholders

The following is a summary of the material U.S. federal income tax consequences of the Merger to U.S. Persons (as
defined below) and Non-U.S. Persons (as defined below) whose shares of Common Stock are converted into the right
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to receive cash in the Merger. This summary does not purport to consider all aspects of U.S. federal income taxation
that might be relevant to our shareholders. For purposes of this discussion, we use the term U.S. Person to mean a
beneficial owner of shares of Common Stock that is, for U.S. federal income tax purposes:

an individual who is a citizen or resident of the United States;

a corporation created or organized under the laws of the United States or any of its political subdivisions;
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a trust that (i) is subject to the supervision of a court within the United States and the control of one or more
U.S. Persons or (ii) has a valid election in effect under applicable U.S. Treasury regulations to be treated as a
U.S. Person; or

an estate the income of which is subject to U.S. federal income tax regardless of its source.

For purposes of this discussion, we use the term Non-U.S. Person to mean a beneficial owner, other than a
partnership, of shares of Common Stock that is not a U.S. Person (as defined above).

If a partnership (including an entity treated as a partnership for U.S. federal income tax purposes) holds Common
Stock, the tax treatment of a partner generally will depend on the status of the partner and the activities of the
partnership. A partner of a partnership holding Common Stock should consult its tax advisor.

This discussion is based on current law, which is subject to change, possibly with retroactive effect. It applies only to
beneficial owners that hold shares of Common Stock as capital assets, and may not apply to shares of Common Stock
received in connection with the exercise of employee stock options or otherwise as compensation, shareholders that
validly exercise their rights under Virginia law to object to the Merger or to certain types of beneficial owners who
may be subject to special rules (such as insurance companies, banks, tax-exempt organizations, financial institutions,
broker-dealers, partnerships, S corporations or other pass-through entities, mutual funds, traders in securities who
elect the mark-to-market method of accounting, tax deferred or other retirement accounts, shareholders subject to the
alternative minimum tax, U.S. Persons that have a functional currency other than the U.S. dollar, certain former
citizens or residents of the United States or shareholders that hold Common Stock as part of a hedge, straddle,
integration, constructive sale or conversion transaction). This discussion does not address (i) the assumption of or
receipt of consideration in connection with restricted stock, stock appreciation rights, restricted stock units or options
to purchase shares of Common Stock; (ii) the receipt of cash in connection with the cancellation of options to
purchase shares of Common Stock; or (iii) any other matters relating to equity compensation or benefit plans. This
discussion also does not address any aspect of state, local or non-U.S. tax laws.

U.S. Persons

Exchange of Shares of Common Stock for Cash Pursuant to the Merger Agreement. The exchange of shares of
Common Stock for cash in the Merger by a U.S. Person will be a taxable transaction for U.S. federal income tax
purposes. In general, a shareholder whose shares of Common Stock are converted into the right to receive cash in the
Merger will recognize capital gain or loss for U.S. federal income tax purposes equal to the difference, if any, between
the amount of cash received with respect to such shares and the shareholder s adjusted tax basis in such shares. Gain or
loss must be determined separately for each block of shares (i.e., shares acquired at the same cost in a single
transaction). Such gain or loss will be long-term capital gain or loss provided that a shareholder s holding period for
such shares is more than twelve (12) months at the time of the consummation of the Merger. Long-term capital gains

of individuals are eligible for reduced rates of taxation. There are limitations on the deductibility of capital losses.

Backup Withholding and Information Reporting. Backup withholding of tax may apply to cash payments to which a
non-corporate shareholder is entitled under the Merger Agreement, unless the shareholder or other payee provides a
taxpayer identification number, certifies that such number is correct and otherwise complies with the backup
withholding rules. Each of our shareholders should complete and sign the Form W-9 that will be included as part of
the letter of transmittal and return it to the payment agent, in order to provide the information and certification
necessary to avoid backup withholding, unless an exemption applies and is established in a manner satisfactory to the
payment agent. Cash received in the Merger also generally will be subject to information reporting.
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Backup withholding is not an additional tax. Any amounts withheld under the backup withholding rules may be
allowable as a refund or a credit against a shareholder s U.S. federal income tax liability, provided the required
information is timely furnished to the Internal Revenue Service.
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Non-U.S. Persons

Exchange of Shares of Common Stock for Cash Pursuant to the Merger Agreement. The receipt of cash in
exchange for shares of Common Stock in the Merger by a Non-U.S. Person generally will be exempt from
U.S. federal income tax, unless:

the gain on shares of Common Stock, if any, is effectively connected with the conduct by the Non-U.S. Person

of a trade or business in the United States (and, if certain income tax treaties apply, is attributable to the

Non-U.S. Person s permanent establishment in the United States), in which event (i) the Non-U.S. Person will

be subject to U.S. federal income tax as described under U.S. Persons above, but such Non-U.S. Person should
provide a Form W-8ECI instead of a Form W-9, and (ii) if the Non-U.S. Person is a corporation, it also may be
subject to branch profits tax on such gain at a thirty percent (30%) rate (or such lower rate as may be specified
under an applicable income tax treaty); or

the Non-U.S. Person is an individual who was present in the United States for 183 days or more in the taxable
year and certain other conditions are met, in which event the Non-U.S. Person will be subject to tax at a flat
rate of thirty percent (30%) (or such lower rate as may be specified under an applicable income tax treaty) on
the gain from the exchange of the shares of Common Stock net of applicable U.S. losses from sales or
exchanges of other capital assets recognized during the year.

Backup Withholding and Information Reporting. In general, if you are a Non-U.S. Person, you will not be subject
to backup withholding and information reporting on a payment made with respect to shares of Common Stock
exchanged for cash in the Merger if you have provided an IRS FormW-8BEN (or a FormW-8ECI if your gain is
effectively connected with the conduct of a U.S. trade or business) as part of the letter of transmittal. If shares are held
through a foreign partnership or other flow-through entity, certain documentation requirements also apply to the
partnership or other flow-through entity.

Backup withholding is not an additional tax and any amounts withheld under the backup withholding rules may be
refunded or credited against a Non-U.S. Person s U.S. federal income tax liability, if any, provided the required
information is timely furnished to the Internal Revenue Service.

The U.S. federal income tax consequences described above are not intended to constitute a complete description
of all tax consequences relating to the Merger. Because individual circumstances may differ, each shareholder
should consult with the shareholder s own tax advisor regarding the applicability of the rules discussed above to
the shareholder and the particular tax effects to the shareholder of the Merger in light of such shareholder s
particular circumstances, the application of state, local and non-U.S. tax laws, and, if applicable, the tax
consequences of the assumption of or receipt of consideration in connection with options to purchase Common
Stock, restricted stock, stock appreciation rights or restricted stock units, and cash received in cancellation of
options to acquire Common Stock including the transactions described in this proxy statement relating to our
other equity compensation and benefit plans.

Required Vote of Merger

Under Virginia law, the affirmative vote of shareholders representing at least two-thirds of the votes entitled to be cast
by shareholders at the annual meeting is required to approve the Merger Proposal if a quorum is present. Abstentions
and broker non-votes will not count as votes cast. Because, however, approval of the Merger Proposal requires the
affirmative vote of at least two-thirds of the shares of the Company s common stock outstanding on the Record
Date, abstentions and broker non-votes will have the same effect as votes against the Merger Agreement.
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Our directors, executive officers and certain significant shareholders, which in the aggregate hold approximately
31.1% of the Company s outstanding shares of common stock, have agreed to vote such shares in favor of the Merger.
See Proposal 1 Approval of the Merger and Related Matters The Voting Agreement.
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Share Ownership of Directors and Executive Officers

As of the record date, executive officers and directors beneficially own approximately 5.8% of our common stock
(exclusive of outstanding options).

The Merger Agreement

This section of the proxy statement describes the material provisions of the Merger Agreement but does not purport to
describe all of the terms of the Merger Agreement. The following summary is qualified in its entirety by reference to
the complete text of the Merger Agreement, which is attached as Annex A to this proxy statement and incorporated by
reference into this proxy statement. We urge you to read the full text of the Merger Agreement because it is the legal
document the governs the Merger. It is not intended to provide you with any other factual information about us.

The Merger

The Merger Agreement provides that the Company will merge with and into Merger Sub with Merger Sub continuing
as the surviving company.

Consummation of the Merger

The Merger will be effective upon the filing of a certificate of merger with the Office of the Secretary of State of the
State of Delaware and the State Corporation Commission of the Commonwealth of Virginia or at such time as the
Company, Parent and Merger Sub agree provided in the certificate of merger. We expect to complete the Merger as
promptly as practicable after shareholders adopt the Merger Proposal.

Unless otherwise agreed by the parties to the Merger Agreement, the parties are required to close the Merger two
business days after the satisfaction or waiver of the last to be satisfied or waived of the conditions described under
-Conditions to the Merger.

Effects of the Merger

If the Merger is completed, you will be entitled to receive $1.20 in cash for each share of the Company s common
stock owned by you. As a result of the Merger, the Company will be merged with and into Merger Sub, a wholly
owned subsidiary of Parant. The Company will cease to exist, and you will not own any shares of the Surviving
Entity.

Merger Consideration

In the Merger, each share of the Company s common stock issued and outstanding immediately prior to the effective
time of the Merger (other than shares as to which appraisal rights are properly asserted under Virginia law and shares
owned by the Company, Merger Sub, Parent or any affiliate of Parent) will be converted into the right to receive a

cash amount of $1.20.

After the Merger is effective, each holder of a certificate representing any shares of the Company s common stock will
no longer have any rights with respect to the shares, except for the right to receive the Merger Consideration.

Treatment of Outstanding Options
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Upon consummation of the Merger, each outstanding in-the-money option to purchase the Company s Common Stock
will be converted into the right to receive a cash amount equal to the excess, if any, of the Merger Consideration over
the exercise price per share for each share subject to the option, less any applicable withholding taxes ( Option
Consideration ). In-the-money options are options that have an exercise price per share less than $1.20 per share. Each
outstanding out-of-the-money option immediately prior to consummation of the Merger will be cancelled without
consideration.
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Payment for the Shares of the Company s Common Stock and Options

Parent will designate a payment agent reasonably acceptable to the Company to make payment of the Merger
Consideration as described above. Upon the consummation of the Merger, Parent will deposit with the payment agent
the funds appropriate to pay the Merger Consideration to the shareholders.

The Surviving Company will have the funds necessary to pay the Option Consideration in cash to persons providing a
notice of exercise of in-the-money options.

Promptly and in no event later than five business days following the consummation of the Merger, the Surviving
Entity will cause the payment agent to send each holder of record immediately prior to the effective time of the
Merger a letter of transmittal and written instructions advising you how to surrender your certificates and
uncertificated shares in exchange for an amount in cash equal to the product obtained by multiplying the aggregate
number of shares of the Company s common stock represented by your certificate(s) or the uncertificated shares, as the
case may be, and $1.20, without interest and less any applicable withholding taxes. The payment agent will pay you
your merger consideration after you have surrendered your certificates for cancellation to the payment agent together
with the letter of transmittal duly completed and validly executed, or upon receipt of an agent s message by the
payment agent in the case of a book-entry transfer or uncertificated shares. Interest will not be paid or accrue in
respect of the merger consideration. YOU SHOULD NOT FORWARD YOUR STOCK CERTIFICATES TO THE
PAYMENT AGENT WITHOUT A LETTER OF TRANSMITTAL, AND YOU SHOULD NOT RETURN YOUR
STOCK CERTIFICATES WITH THE ENCLOSED PROXY.

If any portion of the cash deposited with the payment agent remains undistributed within twelve (12) months
following the consummation of the Merger, this undistributed cash will be delivered to the Surviving Entity upon
demand, subject to any applicable unclaimed property laws. Any holders of shares of the Company s common stock
that were outstanding immediately prior to the effective time of the Merger who have not previously exchanged such
shares for the Merger Consideration will only be entitled to request payment of the Merger Consideration from the
Surviving Entity, subject to abandoned property, escheat or other similar laws.

If you want the payment agent to pay some or all of your portion of the Merger Consideration to someone other than
you, as the registered owner of a stock certificate or of uncertificated shares, you must have your certificate(s)
properly endorsed or otherwise in proper form for transfer, and you must pay any transfer or other taxes payable by
reason of the transfer or establish to the paying agent s reasonable satisfaction that the taxes have been paid or are not
required to be paid.

In the event that you have lost your certificate or option grant award or other instrument representing shares or
options, or if it has been stolen or destroyed, the payment agent will only issue to you your portion of the Merger
Consideration or Option Consideration in exchange for such lost, stolen or destroyed certificates upon the making of
an affidavit of that fact. Surviving Entity may, in its sole discretion and as a condition precedent to the payment of
your portion of the Merger Consideration or Option Consideration, require that you deliver a bond in an amount that
directs as indemnity against any claim that may be made against Surviving Entity, the Surviving Entity or the payment
agent with respect of the lost, stolen or destroyed certificate or option grant award.

Representations and Warranties
The Merger Agreement contains representations and warranties made by the Company to Parent and Merger Sub and
representations and warranties made by Parent and Merger Sub to the Company. The representations and warranties of

each party set forth in the Merger Agreement, which were made at the time of execution of the Merger Agreement,
were made solely for purposes of risk allocation and to provide contractual remedies to the Company, Parent and
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Merger Sub. In addition, such representations and warranties, which were made at the time of execution of the Merger
Agreement, (i) were qualified by disclosure schedules that the Company provided to Parent in connection with signing
the Merger Agreement, (ii) provided that such representations and warranties would not survive the consummation of

the Merger, (iii) were, at the time they
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were made, subject to materiality standards that may differ from what may be viewed as material by investors, and
(iv) if applicable, were made only as of the dates specified in the Merger Agreement. Moreover, information
concerning the subject matter of the representations and warranties may change after the date of the Merger

Agreement, which subsequent information may or may not be fully reflected in the Company s public disclosure.

In the Merger Agreement, the Company, Parent and Merger Sub each made representations and warranties relating to,
among other things:

corporate organization, existence and good standing;

corporate power and authority to enter into and perform its obligations under, and enforceability of, the Merger
Agreement; and

required regulatory filings and consents and approvals of governmental entities.

In the Merger Agreement, Parent and Merger Sub also each made representations and warranties relating to the
operations of Merger Sub.

The Company also made representations and warranties relating to among others:
consummation of the Merger will not result in a breach of organizational documents or material agreements;
capitalization of the Company;

Company subsidiaries;

financial statements;

documents filed with the SEC;

off-balance sheet arrangements;

internal controls;

undisclosed liabilities;

the absence of certain changes or events since March 31, 2009;
title to and condition of properties;

compliance with applicable laws and orders since January 1, 2006;
litigation;

minute books;

certain contracts;

customers, resellers and suppliers;
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intellectual property;

employment matters and employee benefit plans;

permits;

accounts receivable and inventory;

taxes;

insurance;

requisite shareholder vote to approve the Merger Proposal;
affiliate transactions;
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fairness opinion of Woodward Group;

brokers; and

Virginia anti-takeover statutes.
Conduct Pending the Merger

The Company has agreed in the Merger Agreement that, until the consummation of the Merger, and unless the Merger
Agreement is terminated pursuant to the termination provisions described below, the Company will:

conduct its business in the ordinary course and use all commercially reasonable efforts to preserve
advantageous business relationships

keep intact all existing insurance arrangements or comparable replacement or renewal policies and employee
benefit plans;

take commercially reasonable action that may be necessary or advisable to protect and preserve the Company s
intellectual property;

use commercially reasonable efforts to cause any material contract that is expiring to be renewed;

provide full access to officers, employees, accountants, counsel and other representatives of Parent during
normal business hours to the Company s officers, employees, properties, books, contracts, and records; and

provide Parent with statement of net assets.

The Company has also agreed in the Merger Agreement that, until the consummation of the Merger, and unless the
Merger Agreement is terminated pursuant to the termination provisions described below, the Company will not:

Without written consent of Parent, compromise or settle material litigation, accelerate collection of account
receivables other than in the ordinary course of business, delay or fail to pay accounts payable other than in the
ordinary course of business or contested in good faith, make a material election relating solely to the Company
with respect to taxes, enter into any material affiliate transactions other than on an arm s length basis

No Solicitation of Other Offers

The Company may not directly or indirectly, (a) solicit, initiate or encourage the submission of any Acquisition
Proposal (as defined under below) or (b) participate in any discussions or negotiations regarding, or furnish to any
person any information with respect to, or agree to or endorse, or take any other action to facilitate any acquisition
proposal or any inquiries or the making of any proposal that constitutes, or may reasonably be expected to lead to, any
Acquisition Proposal. The Merger Agreement does, however, permit the Company s Board of Directors to take the
above described actions in connection with a bona fide Acquisition Proposal that is or would reasonably be expected
to result in a Superior Proposal (as defined below).

The Company may, however, furnish information concerning its businesses, properties or assets to any person or

group (as defined in the Exchange Act and the rules promulgated thereunder) and may negotiate and participate in
discussions and negotiations with such person or group concerning a superior proposal (as defined below), provided
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(i) that such person or group shall have entered into a confidentiality agreement (which shall be no less restrictive than
the confidentiality agreement executed by Parent in connection with this Agreement and the transactions contemplated
hereby) and (ii) that:

such person or group has submitted an acquisition proposal that the Board has determined in good faith is or
would reasonably be expected to result in a Superior Proposal;
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in the good faith opinion of the Board, after consulting with independent legal counsel to the Company, such
action is required to discharge the Board s fiduciary duties to the Company shareholders under applicable
law; and

the Company has notified Parent in writing of its intention to engage in such discussions or negotiations or to
provide such confidential information not less than 24 hours prior to so doing.

Except after receipt by the Company of a superior proposal, the Board shall not, among other things, withdraw or
modify the Board recommendation regarding the Merger, propose to approve or recommend, any other acquisition
proposal or postpone, adjourn or cancel the shareholders meeting at which the Merger was to be considered by
shareholders.

An Acquisition Proposal as defined in the Merger Agreement means any offer, proposal or other indication of interest
for a merger, consolidation, tender offer, exchange offer, acquisition or similar transaction or any other business
combination involving the Company, any unsolicited proposal, offer or other indication of interest to acquire in any
manner a substantial equity interest in, or a substantial portion of the business assets of the Company, any proposal,
offer or other indication of interest with respect to any recapitalization or restructuring of the Company, or any

proposal, offer or other indication of interest with respect to any other transaction similar to any of the foregoing with
respect to the Company.

A Superior Proposal as defined in the Merger Agreement means any unsolicited Acquisition Proposal that the Board
determines in good faith, taking into consideration such matters that it deems relevant to be more favorable to the
Company shareholders than the Merger (based on advice of the Company s financial advisor that the value of the
consideration provided for in such proposal is superior to the value of the Merger Consideration), for which financing
(which shall be no less certain than the financing secured or expected to be secured by Parent), to the extent required,
is (based upon the advice of the Company s financial advisor) capable of being obtained in a reasonable time period.

Conditions to the Merger

The obligations of the Company, Parent and Merger Sub to complete the Merger depend on a number of conditions
being met. These conditions include, without limitation:

No law or order has been enacted, entered, issued or promulgated by a governmental entity which declares the
Merger Agreement invalid or unenforceable in any material respect or which prohibits the consummation of
the Merger;

Receipt of all consents and orders of any governmental entity required for the consummation of the Merger
approval of the Merger Proposal by the Company s shareholders;

The obligations of Parent and Merger Sub to complete the Merger depend on the following conditions being met:

representation and warranties of the Company contained in the Merger Agreement are accurate on the closing
date;

each material covenant agreement and condition contained in eh Merger Agreement to be performed by the
Company on or before closing was performed or complied with in all material respects;
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holders of not more than 5% of the issued and outstanding shares of the Company s common stock entitled to
vote at the annual meeting of shareholders have not made (and not properly) withdrawn a demand for
appraisal;

holders of the Company s 8% promissory notes due July 1, 2010 entered into an agreement with Parent and
Merger Sub to exchange at the effective time of the Merger all of the Company s 8% promissory notes for notes

issued by Surviving Company (At September 30, 2009, such notes had an aggregate principal amount of
$1.0 million and accrued interest of $322,000);

the voting agreement (discussed below) has not been amended, modified or terminated;
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there is no pending or threatened action that could reasonably be expected to have a material adverse effect, or
that could be reasonably expected to materially adversely affect the Surviving Entity s cash balance or net
working capital due to the costs involved in the defense or prosecution thereof, not otherwise covered by
insurance;

there has not occurred and not continuing any event or occurrence, that would reasonably be expected to have
material adverse effect; and

the Parent has received a certificate from the Company s Chief Executive Officer and Chief Financial Officer
making certain certifications set forth in the Merger Agreement.

The obligations of the Company to complete the Merger depends on the following conditions being met:

representation and warranties of Parent and Merger Sub contained in the Merger Agreement are accurate on the
closing date;

each material covenant agreement and condition contained in the Merger Agreement to be performed by Parent
or Merger Sub on or before closing was performed or complied with in all material respects; and

the Company has received a certificate from the Parent s and Merger Sub s manager or executive officer making
certain certifications set forth in the Merger Agreement.

Material Adverse Change (or Effect) as defined in the Merger Agreement means an event, occurrence or change in
facts or circumstances that has had or would reasonably be expected to have a material adverse effect on the business,
assets, properties, liabilities, condition (financial or otherwise) or results of operations of the Company, or a material
adverse effect on the ability of the parties to consummate the transactions contemplated hereby, or a Material Net
Asset Decrease; provided, however that any reduction in the market price or trading volume of the Company Common
Stock or changes in general economic conditions not disproportionately affecting the Company, in and of itself, shall
not be deemed to constitute a Material Adverse Effect on the Company. Material Net Asset Decrease as defined in the
Merger Agreement means the net assets of the Company as of a Measurement Date or immediately prior to the
Effective Time are at least $400,000 less than the Net Assets at September 30, 2009, as reported in the Company s
Form 10-Q for the period then ended. Measurement Date as defined in the Merger Agreement means the last day of
any month between the date of this Agreement and the Effective Time.

Where the law permits, the parties to the Merger Agreement could choose to waive a condition to its obligation to
complete the Merger, although that condition has not been satisfied. We cannot be certain when, or if, the conditions
to the Merger will be satisfied or waived, or that the Merger will be completed.

Cancellation of Equity Commitments

Prior to the consummation of the Merger, the Company must take all steps necessary to cancel all equity commitments
(other than awards made under the Key Employee Stock Option Plan or the 2005 Stock Option and Stock Incentive
Plan).

Officer and Director Liability Insurance

The Company must purchase a tail or similar insurance policy providing the Company s present and former officers
and directors liability insurance for a period following the consummation of the Merger of no less than three years.

Table of Contents 67



Edgar Filing: HALIFAX CORP OF VIRGINIA - Form DEFM14A

Termination of the Merger Agreement

The Merger Agreement may be terminated at any time before the effective time of the Merger in any of the following
ways:

by mutual written consent of the Company, Parent and Merger Sub;
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by either the Company or Parent if:

any governmental entity issues a final, non-appealable order or takes any action which permanently restrains,
enjoins or otherwise prohibits the payment for shares pursuant to the Merger provided that the party seeking
to terminate the Merger Agreement used its commercially reasonable efforts to remove or lift such order or
action;

the Merger is not consummated on or before July 5, 2010 (the Termination Date ) provided the terminating
party was not the principal cause of the resulted event and the action or failure to act did not constitute a
material breach of the Merger Agreement; or

the annual meeting has not been held, the polls did not close at the annual meeting (or any adjournment or
postponement thereof) and the Company s shareholders did not approve the Merger Agreement and Merger
provided the terminating party was not the principal cause of the resulted event and the action or failure to
act did not constitute a material breach of the Merger Agreement.

by the Company if:

the Company s Board of Directors approves the Company entering into or the Company enters into an
agreement constituting a Superior Proposal or if the Company s Board of Directors approves or recommends
to the Company s shareholders a Superior Proposal, provided, that:

the Superior Proposal did not result from any breach of the provisions of the Merger Agreement relating to
other acquisition proposals in any material respect or from any action taken by the Company or any of its
representatives with the intent of circumventing the provisions set forth in the Merger Agreement;

the Company s Board of Directors, after satisfying all of the requirements set forth in the Merger
Agreement authorized the Company to enter into a binding, written, definitive acquisition agreement
providing for the consummation of the transaction contemplated by such Superior Proposal (the Specified
Definitive Acquisition Agreement ),

the Company delivered to Parent a written notice (that includes a copy of the Specified Definitive
Acquisition Agreement as an attachment) containing the Company s representation and warranty that the
Specified Definitive Acquisition Agreement has been duly executed and delivered to the Company by the
other party thereto, that the Company s Board of Directors has authorized the execution and delivery of the
Specified Definitive Acquisition Agreement on behalf of the Company and that the Company will enter
into the Specified Definitive Acquisition Agreement immediately upon termination of the Merger
Agreement,

a period of at least five (5) business days elapsed since the receipt by Parent of the notice, and the
Company has made its representatives fully available during such period for the purpose of engaging in
negotiations with Parent regarding a possible amendment of the Merger Agreement or a possible
alternative transaction,

any written proposal by Parent to amend the Merger Agreement or enter into an alternative transaction

was considered by the Company s Board of Directors in good faith, and the Company s Board determined
in good faith that the terms of the proposed amendment to the Merger Agreement (or other alternative
transaction) were not as favorable to the Company s shareholders, from a financial point of view, as the
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terms of the transaction contemplated by the Specified Definitive Acquisition Agreement, and

the Company pays to Parent the termination fee and expense reimbursement, required to be paid to Parent
under the terms of the Merger Agreement; or

any of Parent s or Merger Sub s representations and warranties are not true and correct, or Parent failed to
perform its covenants or other agreements contained in the Merger Agreement and such breach or failure is
not cured in all material respects within ten (10) business days following receipt of written notice from the
Company of such breach;
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By Parent, if

the Company s Board of Directors withdraws, modifies or changes its recommendation to the Company s
shareholders of the Merger Agreement or the Merger in a manner that is materially adverse to Parent, takes
action to approve or recommend to the Company s shareholders any acquisition proposal other than the
Merger, or approves or recommends a Superior Proposal;

the Company enters into, or publicly announces its intention to enter into a definitive agreement or an
agreement in principle with respect to a Superior Proposal;

the Merger Agreement is not approved and adopted by the Company s shareholders at least three business
days prior to the Termination Date; or

any of the Company s representations and warranties are not true and correct, or the Company fails to
perform its covenants or other agreements contained in the Merger Agreement and such breach or failure is
not cured in all material respects within ten (10) business days following receipt of written notice from
Parent of such breach.

Termination Fees and Expenses
Company Payments

Upon termination of the Merger Agreement under specified circumstances, described below, the Company is required

to pay Parent a termination fee of $240,000 ( Termination Fee ) and up to $200,000 of the reasonable expenses incurred
by Parent in connection with the transactions contemplated by the Merger Agreement (  Termination Expenses ). The
Company agreed to pay to Parent Termination Expenses no later than 10 business days following termination of the
Merger Agreement If prior to the termination of the Merger Agreement, an Acquisition Proposal is disclosed,

announced, commenced, submitted or made and the grounds for termination were any of the following:

the Merger was not completed by July 5, 2010;

the shareholder meeting at which the Merger Proposal was submitted was held and the shareholders did not
approve the Merger Proposal;

the Company entered into, or publicly announced its intention to enter into a definitive agreement or an
agreement in principle with respect to a Superior Proposal;

the Merger Proposal was not approved by shareholders at least three business days prior to July 5, 2010;

the Company breached its representations and warranties or the Company failed to perform its covenants or

other agreements contained in the Merger Agreement and such breach or failure was not cured in all material

respects within ten (10) business days following receipt of written notice from Parent of such breach.
Additionally, the Company is required to pay to Parent the Termination Fee if within one year from the date of the

termination of the Merger Agreement, the Company consummates or enters into a definitive agreement with respect to
an Acquisition Proposal.
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If the Merger Agreement is terminated and an Acquisition Proposal has not been disclosed, announced, commenced
submitted, or made and the grounds for termination were any of the following:

the shareholder meeting at which the Merger Proposal was submitted was held and the shareholders did not
approve the Merger Proposal;

the Merger Proposal was not approved by shareholders at least three business days prior to July 5, 2010; or

the Company breached its representations and warranties or the Company failed to perform its covenants or
other agreements contained in the Merger Agreement and such breach or failure was not
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cured in all material respects within ten (10) business days following receipt of written notice from Parent of
such breach

then, the Company agreed to pay Parent Termination Expenses.

If the Merger Agreement is terminated and an Acquisition Proposal has not been disclosed, announced, commenced,
submitted, or made and the grounds for termination were any of the following:

the Company s Board of Directors withdrew, modified or changed its recommendation to the Company s
shareholders of the Merger Agreement or the Merger in a manner that is materially adverse to Parent, took
action to approve or recommend to the Company s shareholders any acquisition proposal other than the Merger,
or approved or recommends a Superior Proposal; or

the Company s Board of Directors approved the Company entering into or the Company entered into an
agreement constituting a Superior Proposal or if the Company s Board of Directors approved or recommended
to the Company s shareholders a Superior Proposal

then, the Company agreed to pay Parent Termination Expenses and Termination Fee.
Parent Payments

Upon termination of the Merger Agreement by the Company due to Parent s or Merger Sub s representations and
warranties not being correct or Parent s or Merger Sub s failure to perform covenants contained in the Merger
Agreement where such failure was not cured in all material respects within ten business days following receipt of
written notice of such breach by the Company, Parent is required to pay the Company up to $120,000 of the
reasonable expenses incurred by Parent in connection with the transactions contemplated by the Merger Agreement.

Specific Performance

The Company, Parent and Merger Sub are each entitled to seek an injunction to prevent breaches of the Merger
Agreement and to enforce specifically the terms and provisions of the Merger Agreement, in addition to any other
legal or equitable remedy to which they are entitled.

Amendment and Waiver

The Merger Agreement may not be amended, modified, replaced, terminated or cancelled unless agreed to in writing
and signed by Parent and the Company. No waiver by any Party of any default, misrepresentation, or breach of
warranty or covenant hereunder, whether intentional or not, may be deemed to extend to any prior or subsequent
default, misrepresentation, or breach of warranty or covenant hereunder or affect in any way any rights arising
because of any prior or subsequent such occurrence.

Financing

Parent and Merger Sub estimate that the total amount of funds necessary to consummate the Merger, refinance certain
indebtedness and pay fees and expenses (including Company expenses) associated with the Merger and related
transactions will be approximately $6.2 million, which Parent and Merger Sub expect will be funded by equity and
debt financing arranged by Global Equity Capital, LLC. In addition, the Company s $1.0 million in subordinated notes
will remain outstanding. Notwithstanding the financing arrangements that Parent has in place, the consummation of
the Merger is not subject to any financing conditions.

Table of Contents 73



Edgar Filing: HALIFAX CORP OF VIRGINIA - Form DEFM14A

As of the date of this proxy statement, we have been advised by Parent and Merger Sub that they are not relying on
third party debt financing to consummate the Merger. In the event no third party financing is available, or is not
available on commercially reasonable terms, Parent will have at closing, subject to the satisfaction of all closing
conditions set forth in the Merger Agreement, equity and other funding commitments from investors and their
affiliates in an amount required to pay in full the Merger Consideration, retire any indebtedness accelerated as a result
of the Merger, and to pay all Company expenses.
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When will the Merger be Completed

Subject to adoption of the Merger Agreement by the Company s shareholders and the satisfaction of the other closing
conditions set forth in the Merger Agreement, the Company anticipates completing the Merger during the fourth
quarter of the fiscal year ending March 31, 2010.

The Voting Agreement

All of the Company s directors and executive officers and certain significant shareholders have entered into a voting
agreement pursuant to which they agreed to, among other things, (i) vote all shares of the Company s common stock
they own in favor of the adoption of the Merger Agreement and approval of the Merger at the annual meeting and
(i1) not offer or agree to, sell, transfer, tender, assign, hypothecate or otherwise dispose of their shares, or create or
permit to exist any security interest, lien, claim, pledge, option, right of first refusal, agreement, limitation on their
voting rights, charge or other encumbrance of any nature whatsoever with respect to their shares of the Company s
common stock during the term of the voting agreement. The voting agreement covers approximately 31.1% of the
Company s outstanding shares of common stock.

8% Promissory Notes

On January 6, 2010, Nancy Scurlock and the Arch C. Scurlock Children s Trust, holders of the Company s 8%
promissory notes due July 1, 2010 entered into an agreement with Parent and Merger Sub to exchange at the effective
time of the Merger all of the Company s 8% promissory notes for notes of same principal amount issued by the entity
surviving the Merger along with other modifications such as an extension of the maturity date. At September 30,
2009, such notes had an aggregate principal balance totaling $1.0 million and accrued interest of $322,000.

Rights of Appraisal or Dissenters Rights

Shareholders of record who comply with the procedures described below will be entitled to appraisal rights under
Article 15 of the Virginia Stock Corporation Act. Where appropriate, shareholders are urged to consult with their legal
counsel to determine the appropriate procedures for the making of a notice of intent to demand payment (as described
below). No further notice of the events giving rise to appraisal rights or deadlines for related actions will be provided
by the Company to you prior to its annual meeting.

A vote in favor of the merger by a shareholder will result in a waiver of such shareholder s appraisal rights.

The following discussion is only a summary, does not purport to be a complete statement of the law pertaining to
appraisal rights under the Virginia Stock Corporation Act and is qualified in its entirety by reference to Article 15 of
the Virginia Stock Corporation Act. Shareholders are urged to consult Article 15 of the Virginia Stock Corporation
Act, which is reprinted in its entirety as Annex D to this proxy statement.

Under the Virginia Stock Corporation Act, shareholders who follow the procedures set forth in Article 15 of the
Virginia Stock Corporation Act will be entitled to receive payment of the fair value of their shares of the Company s
common stock. Any shareholder who wishes to exercise appraisal rights should review the following discussion and
Annex D carefully because failure to comply in a timely and proper manner with the procedures specified may result

in the loss of appraisal rights under the Virginia Stock Corporation Act.

Table of Contents 75



Edgar Filing: HALIFAX CORP OF VIRGINIA - Form DEFM14A

A shareholder wishing to exercise appraisal rights must deliver to the Company, prior to or at the annual meeting (but
in any event before the vote is taken), a written notice of intent to demand payment for such shareholder s shares if the
merger becomes effective. A shareholder delivering a notice of intent must not vote his or her shares in favor of the
merger or he or she will lose his or her appraisal rights. All notices of intent should be sent or delivered to Corporate
Secretary, Halifax Corporation of Virginia, 5250 Cherokee Avenue, Alexandria, VA 22312.
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If the Merger is approved and becomes effective, within 10 days after the effective date of the Merger, the Surviving
Entity will deliver an appraisal notice in writing to all shareholders who correctly and timely delivered a notice of
intent and also did not vote for the Merger, as described above. Such shareholders are referred to herein as dissenting
shareholders. The appraisal notice will (i) state where the dissenting shareholder s payment demands should be sent
and where and when stock certificates should be deposited; (ii) set a date by which the Surviving Entity must receive
the payment demand; (iii) the Company s estimate of the fair value of its shares; and (iv) include such other
information as required by the Virginia Stock Corporation Act.

A dissenting shareholder to whom an appraisal notice is sent must demand payment within the time specified in the
appraisal notice, deposit his or her stock certificates in accordance with the terms of the appraisal notice and make
certain certifications required by the Virginia Stock Corporation Act. If a dissenting shareholder fails to take such
actions, the dissenting shareholder loses his or her appraisal rights.

Within 30 days of the due date for receipt of payment demands, the Company must pay each dissenting shareholder

the Company s estimate of the fair value of each dissenting shareholder s shares of the Company s common stock plus
accrued interest. With any payment, the Company must provide its most recent annual and quarterly financial
statements, an explanation of how the Company calculated the fair value of the shares and interest, and a description

of the procedure a dissenting shareholder may follow if he or she is not satisfied with the payment.

The Company may elect to deliver an appraisal notice after the effective time of the merger if a dissenting shareholder
acquired, or is deemed to have acquired in accordance with Article 15 of the Virginia Stock Corporation Act, his or

her shares after the Merger Agreement was announced or publicized. In theses circumstances, the Company will
estimate the fair value of the dissenting shareholder s shares of the Company s common stock plus accrued interest and
will offer to pay this amount to each dissenting shareholder who agrees to accept it in full satisfaction of his demand.
With any such offer, the Company must provide its most recent annual and quarterly financial statements, an
explanation of how the Company calculated the fair value of the shares and interest, and a description of the procedure

a dissenting shareholder may follow if he or she is not satisfied with the offer.

A dissenting shareholder who is not satisfied with the amount paid or offered by the Company must notify the

Company in writing of the dissenting shareholder s own estimate of the fair value of his or her shares of the Company s
common stock and the amount of interest due (less any amount that may have been already received by the dissenting
shareholder from the Company) and demand that the Company pay this estimated amount. This notice must be given

in writing within 30 days of the date that the Company made or offered to make payment for the dissenting

shareholder s shares of the Company s common stock.

If a dissenting shareholder s demand for payment remains unsettled, the Company is obligated to commence a
proceeding in a Virginia circuit court to determine the fair value of the shares of the Company s common stock and
accrued interest within 60 days of the receipt of the dissenting shareholder s payment demand. If the Company fails to
commence such proceeding in accordance with the Virginia Stock Corporation Act, the Company must pay the
dissenting shareholder the amount demanded by the dissenting shareholder.

Dissenting shareholders considering seeking appraisal should be aware that the fair value of their shares of the
Company s common stock, as determined under Article 15 of the Virginia Stock Corporation Act, could be more than,
the same as or less than the merger consideration that would be paid to them pursuant to the Merger Agreement. The
costs and expenses of any appraisal proceeding will be determined by the court and assessed against the Company
unless the court determines that the dissenting shareholder did not act in good faith in demanding payment of the fair
value of their shares of the Company s common stock, in which case such costs and expenses may be assessed against
the dissenting shareholder.
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If any shareholder who demands appraisal of his or her shares under Article 15 fails to perfect, or effectively
withdraws or loses, his or her right to appraisal, as provided in the Virginia Stock Corporation Act, such shareholder s
shares of the Company s common stock will be converted into the right to receive the Merger Consideration in
accordance with the Merger Agreement.

The cash received by dissenting shareholders for their shares of the Company s common stock will be taxable to such
dissenting shareholders.
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PROPOSAL II ELECTION OF DIRECTORS

Our bylaws, as amended, referred to as the Bylaws in this proxy statement, provide that we shall be managed by a
Board of Directors consisting of between three and seven members, the precise number of directors to be fixed from
time to time by resolution of the Board of Directors. The number of directors is currently fixed at seven.

Each director is elected to serve until the next annual meeting of shareholders or until the election and qualification of
his respective successor. Our Board of Directors, based upon recommendations from the Nominating and Corporate
Governance Committee, has nominated the nominees named on the following page, which nominees are currently
serving as directors and have indicated their willingness to continue serving as directors. Our Board of Directors
knows of no reason why such nominees would be unable to serve as directors. We expect each nominee to be able to
serve if elected, but if any nominee notifies us before the meeting that he is unable to do so, then the proxies will be
voted for the remainder of those nominated and, as designated by our Board of Directors, may be voted (i) for a
substitute nominee or nominees, or (ii) to elect such lesser number to constitute the whole Board of Directors as
equals the number of nominees who are able to serve.

In accordance with the merger agreement pursuant to which we acquired Microserv, Inc. (the Microserv agreement ),
we agreed that the former shareholders of Microserv, Inc. shall have the right to nominate a director to our Board of
Directors so long as such former shareholders collectively own greater than 50% of the number of shares of common
stock issued to them pursuant to the Microserv agreement, referred to as the Microserv nominee in this document. As
of February 16, 2000, the former shareholders of Microserv, Inc. collectively owned greater than 50% of the number
of shares of common stock issued to them pursuant to the Microserv agreement. Pursuant to the Microserv agreement,
we also agreed to recommend, consistent with the fiduciary duties of our Board of Directors, the Microserv nominee
to our shareholders and to undertake our best efforts to secure the election of such nominee. In addition, pursuant to a
voting agreement executed in connection with the Microserv agreement, Charles L. McNew, Joseph Sciacca, Hugh M.
Foley and Thomas J. Basile, subject to certain limitations concerning the qualification of the Microserv nominee, are
required to vote their respective shares of our voting capital stock in favor of the Microserv nominee. We were
notified by the former shareholders of Microserv that they would not provide a nominee.

In addition, pursuant to a voting agreement executed in connection with the Microserv agreement, Charles L. McNew,
Joseph Sciacca, Hugh M. Foley and Thomas J. Basile, subject to certain limitations concerning the qualification of the
Microserv nominee, are required to vote their respective shares of our voting capital stock in favor of the Microserv
nominee.

Directors
The following table sets forth the name of each of the nominees to our Board of Directors, together with their

respective ages as of January 25, 2010, periods of service as directors, principal occupations or employment for the
past five years and the names of other public companies in which such persons hold directorships, if any.

Date First
Director Age Elected Principal Occupation and Employment; Other Background
John H. Grover 82 1984 John H. Grover is the Chairman of our Board of Directors. From

December 2002 until its liquidation in December 2003, Mr. Grover
served as President of Research Industries Incorporated, a private
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investment company. He served as Executive Vice President,
Treasurer and director of Research Industries Incorporated from
1968 until June 2003, and as a director of TransTechnology
Corporation, an aerospace engineering company, from 1969 to 1992.
He has been a general partner of Grofam, L.P., an investment
Company, for over 10 years. In addition, he presently serves as a
director of Westgate Partners, Inc., a real estate investment
company, World Resources Co., a recycling company, Parkgate
Group, LLC, a real estate investment Company, Aviation Facilities
Company, Inc., a real estate investment Company, and Nano-C, Inc.,
a chemical manufacturing company.
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Date First
Director Age Elected Principal Occupation and Employment; Other Background
Thomas L. Hewitt 71 2000 Thomas L. Hewitt has served as Chief Executive Officer of Global

Governments LLC, a consulting firm, since June 2000. He founded
Federal Sources, Inc., a market research and consulting firm, in
December 1984, and served as Federal Sources, Inc. s Chief
Executive Officer until the sale of Federal Sources, Inc. in 2000.
Prior to founding Federal Sources, Inc., Mr. Hewitt served as a
Senior Vice President of Kentron, an information technology
professional services company acquired by Planning Resource
Corporation, a government IT service company, and held several
senior level positions at Computer Science Corporation, an
information technology systems integration company, including
President of the Infonet Government Systems Division and Vice
President of Program Development of the Systems Group.

Mr. Hewitt is currently a director of GTSI Corp., a reseller of
software and hardware.

Charles L. McNew 58 2000 Charles L. McNew joined the Company in July 1999 and was
appointed President and Chief Executive Officer in May 2000. He
was the Company s acting President and Chief Executive Officer
from April 2000 to May 2000 and prior to that was its Executive
Vice President and Chief Financial Officer. Prior to joining the
Company, from July 1994 through July 1999, Mr. McNew was
Chief Financial Officer and later Chief Operating Officer of
Numerex Corporation, a publicly traded wireless
telecommunications solutions company. Mr. McNew serves as a
member of the Board of Directors of the Services Industry
Association, a trade association.

Arch C. Scurlock, Jr. 63 2003 Arch C. Scurlock, Jr. has served as a financial analyst consultant
since June 2003. Prior to such time, he served as Vice President of
Research Industries Incorporated from 1987 until December 2003
and as a director of Research Industries Incorporated from 1983
until December 2003. From 1977 to 1987, Mr. Scurlock was a
chemical engineer at Atlantic Research Corporation, a government
research company.

John M. Toups 84 1993 John M. Toups currently serves as a director of GTSI Corp. and
NVR, Inc., a residential construction company. Mr. Toups is on the
board of Willdan Group, Inc., an engineering company located in
California, a position he has held since 2007. Mr. Toups served as
President and Chief Executive Officer of Planning Resource
Corporation, an engineering and services company, from 1978 to
1987. Prior to that he served in various executive positions with
Planning Reserve Corporation. For a short period of time in 1990, he
served as interim Chairman of the Board of Directors and Chief
Executive Officer of the National Bank of Washington and
Washington Bancorp.
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Date First
Director Age Elected Principal Occupation and Employment; Other Background
Daniel R. Young 75 2001 Daniel R. Young has served as a managing partner for The

Turnberry Group, an advisory practice to chief executive officers
and other senior executives, since October 2000. He also serves as a
director of GTSI Corp. and NCI, Inc., an information technology
systems engineer and integration company. Mr. Young was formerly
Vice Chairman and Chief Executive Officer of Federal Data
Corporation, a government IT service company, until 2000. He
joined Federal Data Corporation in 1976 as the Executive Vice
President, and in 1985 was elected President and Chief Operating
Officer. Following the 1995 acquisition of Federal Data Corporation
by The Carlyle Group, a private investment group, Mr. Young
assumed the position of President and Chief Executive Officer. In
1998, he was elected Vice Chairman of the Board of Directors.
Before joining Federal Data Corporation, Mr. Young was an
executive of Data Transmission Company, an information
technology Company. He ultimately became Executive Vice
President of Data Transmission Company, and, prior to that, held
various engineering, sales and management positions at Texas
Instruments, Inc., a computer equipment manufacturer. He also
served in the U.S. Navy as a sea officer.

Donald M. Ervine 73 2009 Donald M. Ervine has served as Chairman of the Board of Directors
of VSE Corporation, a company that provides diversified
engineering and technical support services ( VSE ), since April 22,
2008. Prior thereto, he served as Chairman of the Board and Chief
Executive Officer of VSE from 1992 to 2008 and in various other
capacities since he joined VSE in 1983. Mr. Ervine completed a
distinguished 27-year career of military service in 1983, including
24 years active-duty in the U.S. Navy achieving the rank of Captain.
Mr. Ervine holds a Bachelor s degree in Business Management from
West Virginia Institute of Technology and a Master s degree in
International Affairs from George Washington University. He is also
a graduate of the Naval War College and the Industrial College of
the Armed Forces

OUR BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS THAT
SHAREHOLDERS VOTE FOR THE NOMINEES FOR DIRECTOR.
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Executive Officers

Below is a list of our executive officers, who are not also directors, together with their respective ages as of
January 25, 2010, principal occupations or employment for the past five years.

Robert W. Drennen, age forty-two, is our Chief Financial Officer and Treasurer. Mr. Drennen was the Vice President
of Finance and the Chief Financial Officer for Smooth Fitness, a fitness equipment E-retailer, from July 2008 to
December 2009 where he assisted with the implementation of a pre-liquidation turnaround strategy of this company.
From April 2007 to June 2008, he was employed by Unreal Marketing, an on-line marketing company, as Executive
Vice President of Finance and Operations where he was involved in a restructuring strategy for this company. From
September 2005 to April 2007, Mr. Drennen was the founder of and a principal in a financial consulting practice
serving small businesses. From January 2002 to September 2005, he was Vice President of Finance for Puricore plc,

an international products distributor. Mr. Drennen s experience also includes over 5 years in the finance department of
publicly traded companies and over 5 years with a regional CPA firm. Mr. Drennen attended Loyola College and is a
certified public accountant.

Hugh Foley, age fifty-eight, is our Vice President of Operations. As Vice President of Operations, a position held
since April 2002, Mr. Foley manages the service delivery operations for our seat management program, staff
augmentation services, as well as IT professional services and product offerings. Mr. Foley joined us in November
1998, initially to manage and implement the Virginia Department of Transportation / Virginia Retirement Systems
seat management contract. Prior to joining us, Mr. Foley spent 16 years in the computer service industry in various
sales, operations and financial management positions with Sorbus, Bell Atlantic Business Systems, and DecisionOne.
Mr. Foley has a Master Degree in Business Administration from Drexel University and a Bachelor of Science Degree
in Business Administration from Villanova University.

Douglas H. Reece, age forty, is our Vice President of Sales. Mr. Reece has been with us since November 2001 as
Director of Sales and Marketing, and was promoted to Vice President of Sales on April 3, 2006. From October 1999
through November 2001, Mr. Reece worked for Veritas Corporation, a software company, and from August 1999
through September 1999, he was employed by Ernst & Young, LLP where he held various service, sales and operating
positions. Mr. Reece has a Master Degree in International Transactions from George Mason University and a Bachelor
of Arts in Political Science Degree from West Virginia University.

Governance of the Company

Our business is managed under the direction of our Board of Directors. Our Board of Directors has the responsibility
of establishing corporate policies for our overall performance. Our Board of Directors meets at least quarterly during
the year to review significant developments affecting our business and to act upon matters requiring Board of
Directors approval. In addition, our Board of Directors receives monthly reports of significant activities that occur
between meetings. Our Board of Directors also may hold special meetings when important matters require action
between scheduled quarterly meetings. Members of senior management attend Board of Directors meetings to report
on and discuss their areas of responsibility. During fiscal year 2009, we held eight meetings of our Board of Directors.

During fiscal 2009, all of our directors attended 75% or more of all of the meetings of our Board of Directors (held
during the period for which he was a director) and the meetings of all committees of our Board of Directors on which

such director served.

Committees of the Board of Directors and Their Functions
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Our Board of Directors has established an Audit Committee, Compensation and Employee Benefits Committee, and
Nominating and Corporate Governance Committee, each of which is briefly described below.
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For purposes of SEC disclosure, our Board of Directors has chosen to use the definition of independence set forth in
the NYSE Amex LLC Company Guide, referred to as the NYSE Amex Company Guide.

Audit Committee. The Board of Directors has established a standing Audit Committee. The Audit Committee assists
our Board of Directors in maintaining the integrity of our financial statements and financial reporting processes and
systems of internal audit controls, and our compliance with legal and regulatory requirements. The Audit Committee
reviews the scope of independent audits and assesses the results. The Audit Committee meets with management to
consider the adequacy of the internal control over, and the objectivity of, financial reporting. The Audit Committee
also meets with the independent registered public accounting firm and with appropriate financial personnel concerning
these matters. The Audit Committee selects, compensates, appoints and oversees our independent registered public
accounting firm. The independent registered public accounting firm periodically meet alone with the Audit Committee
and always have unrestricted access to the Audit Committee. The Audit Committee also approves related party
transactions. The Audit Committee currently consists of Messrs. Toups (Chairman), Young and Hewitt and met four
times in fiscal 2009. Our Board of Directors has determined that each of Messrs. Toups, Young and Hewitt is
independent as defined in the NYSE Amex Company Guide and Rule 10A-3 of the Exchange Act and that each of
Messrs. Toups and Young qualifies as an audit committee financial expert as such term is defined in Item 407 of
Regulation S-K.

The Audit Committee has adopted a charter. A copy of the Audit Committee s charter is included as Annex E to this
proxy statement.

Compensation and Employee Benefits Committee. The Compensation and Employee Benefits Committee, also
referred to as the Compensation Committee in this proxy statement, administers incentive compensation plans,
including stock option plans, and advises our Board of Directors regarding employee benefit plans. The Compensation
Committee establishes the compensation structure for our senior managers and approves the compensation of our
senior executives. Our Chief Executive Officer assists in this process by offering salary recommendations to the
Compensation Committee for senior executives, other than himself. The Compensation Committee also makes
recommendations to the independent directors of our Board of Directors with respect to the compensation of our Chief
Executive Officer and periodically reviews the compensation for outside directors and is responsible for
recommending to our Board of Directors changes in director compensation. The Compensation Committee, which
currently consists of Messrs. Grover (Chairman), Toups and Hewitt, met one time in fiscal 2009. Each member is
independent as defined in the applicable rules of the NYSE Amex Company Guide. In addition, each member is a
non-employee director as defined in Rule 16b-3(b)(3) of the Exchange Act.

Nominating and Corporate Governance Committee. The Nominating and Corporate Governance Committee advises
and makes recommendations to our Board of Directors on all matters concerning directorships, including the selection
of candidates as nominees for election as directors and committee membership. The Nominating and Corporate
Governance Committee is responsible for developing corporate governance policies and administering our Code of
Business Conduct and Ethics. The Nominating and Corporate Governance Committee also recommends potential
successors for key management positions. The Nominating and Corporate Governance Committee, which currently
consists of Messrs. Grover (Chairman), Toups and Young, met two times in fiscal 2009. Each member is independent
as defined in the applicable rules of the NYSE Amex Company Guide. On January 19, 2010, the Nominating and
Corporate Governance Committee recommended to the Board of Directors the slate of director nominees for election
at the Annual Meeting.

Director Nomination Process

General Information. Our standing Nominating and Corporate Governance Committee of the Board of Directors is
responsible for, among other matters, determining the types of backgrounds needed to strengthen and balance our
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Board of Directors, establishing criteria for selecting new directors, recommending nominees for director and
recommending directors for membership on various Board of Directors committees for consideration of the full Board
of Directors.
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A copy of the Nominating and Corporate Governance Committee s charter is available on our website,
www.hxcorp.com, via the Investors page. None of the information on our website or any other website identified
herein is part of this proxy statement. All website addresses in this proxy statement are intended to be inactive textual
references only. A copy of the Nominating and Corporate Governance Committee s charter is also available in print to
any shareholder on request to the Corporate Secretary at Halifax Corporation of Virginia, 5250 Cherokee Avenue,
Alexandria, VA 22312.

In addition, the Nominating and Corporate Governance Committee provides oversight with regard to our Code of
Business Conduct and Ethics, which applies to our Chief Executive Officer, Chief Financial Officer and any other
accounting officer, controller or persons performing similar functions. We intend to satisfy the disclosure requirement
under Item 5.05 of Form 8-K relating to amendments to, or waivers from, any provision of our Code of Business
Conduct and Ethics by posting that information on our website. A copy of the Code of Business Conduct and Ethics is
available on our website, www.hxcorp.com, via the Investors page. It is also available in print to any shareholder on
request to the Corporate Secretary at Halifax Corporation of Virginia, 5250 Cherokee Avenue, Alexandria, VA 22312.

Consideration of Director Candidates Recommended or Nominated by Shareholders. The Nominating and
Corporate Governance Committee will consider properly submitted shareholder recommendations of director
candidates. A shareholder who wishes to recommend a prospective director nominee should send a letter to the
Chairman of the Nominating and Corporate Governance Committee at Halifax Corporation of Virginia, 5250
Cherokee Avenue, Alexandria, VA 22312. Such letter must be signed and dated and the following information must
be included in or attached to the letter:

name and address of the shareholder making the recommendation;

proof that the shareholder was the shareholder of record, and/or beneficial owner, of the common stock as of
the date of the letter;

the name, address and resume of the recommended nominee; and

the written consent of the recommended nominee to serve as a director of our Company if so nominated and
elected.

The deadline for submitting the letter recommending a prospective director nominee for the annual meeting of
shareholders related to the 2010 fiscal year, is October 7, 2010, provided the shareholder making the recommendation
would like the Nominating and Corporate Governance Committee to consider recommending such recommended
candidate to the full Board of Directors for inclusion into the proxy materials for the next year s annual meeting of
shareholders.

In addition, Section 10 of Article III of our Bylaws permits a shareholder to nominate directors for election at the
annual shareholder meeting, provided the shareholder follows the procedures summarized below.

shareholder nominations for directors to be elected, which have not been previously approved by the
Nominating and Corporate Governance Committee, must be submitted to the Chairman of the Nominating and
Corporate Governance Committee in writing by certain deadlines specified in the Bylaws;

each shareholder nomination must set forth the following:

the name and address of the shareholder making the nomination and the person(s) nominated;
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a representation that the shareholder is a holder of record, and/or beneficial owner, of voting stock and
intends to appear in person or by proxy at the meeting to vote for the person(s) nominated;

description of all arrangements and understandings between the shareholder and each nominee and any other
person(s), naming such person(s), pursuant to which the nomination was submitted by the shareholder;
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such other information regarding the shareholder nominee as would be required to be included in a proxy
statement filed pursuant to the proxy rules of the SEC had the nominee been nominated by the Nominating
and Corporate Governance Committee, including, but not limited to, the principal occupation of each
proposed nominee; and

the consent of each nominee to serve as a director if so elected.

Our Bylaws are available upon the shareholder s written request, at no cost, to the Corporate Secretary at Halifax
Corporation of Virginia, 5250 Cherokee Avenue, Alexandria, VA 22312.

Director Qualifications. In order to be nominated for director, a director candidate must meet the following criteria:
the director must be a natural person over 21 years of age;
the director should have high-level business experience;

the director should have knowledge about the issues affecting our business and the industry in which we
operate;

the director should have high moral character and share our values as outlined in our Code of Business
Conduct and Ethics; and

the director should have sufficient time to devote their energy and attention to the diligent performance of their
duties, including, but not limited to, reviewing corporate documents, SEC filings and other materials and
attending Board of Directors and committee meetings, as applicable.

Additional special criteria apply to directors being considered to serve on a particular committee of our Board of
Directors, including, but not limited to, the Audit Committee. For instance, the Nominating and Corporate
Governance Committee will review whether the director nominee is independent, as independence is defined in the
NYSE Amex Company Guide.

Identifying and Evaluating Nominees for Director. The Nominating and Corporate Governance Committee assesses
the appropriate size of our Board of Directors in accordance with our Articles of Incorporation, as amended, referred
to as the Articles of Incorporation in this proxy statement, and Bylaws, whether any vacancies on our Board of
Directors are expected and what incumbent directors will stand for re-election at the next annual meeting of
shareholders. If vacancies are anticipated, or otherwise arise, the Nominating and Corporate Governance Committee
considers candidates for director suggested by members of the Nominating and Corporate Governance Committee and
other Board of Directors members as well as management, shareholders and other parties. The Nominating and
Corporate Governance Committee makes recommendations to the full Board of Directors regarding proposed
candidates to fill the vacancy. The Nominating and Corporate Governance Committee also has the sole authority to
retain a search firm to identify and evaluate director candidates. Except for incumbent directors standing for
re-election as described below, there are no differences in the manner in which the Nominating and Corporate
Governance Committee evaluates nominees for director, including those recommended by a shareholder or any other

party.
In the case of an incumbent director whose term of office expires, the Nominating and Corporate Governance

Committee reviews such director s service during the past term, including, but not limited to, the number of Board of
Directors and committee meetings attended, as applicable, quality of participation and whether the candidate
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continues to meet the general qualifications for a Board of Directors member, as outlined above, including the

director s independence, as well as any special qualifications required for a member of a Board of Directors committee
if such director serves on one or more committees of our Board of Directors and makes a recommendation regarding
such director s nomination for re-election to the full Board of Directors. When a member of the Nominating and
Corporate Governance Committee is an incumbent director eligible to stand for re-election, such director does not
participate in the discussion of such director s recommendation for nomination for election as a director by the
Nominating and Corporate Governance Committee.
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In the case of a new director candidate, the Nominating and Corporate Governance Committee will evaluate whether
the nominee is independent, as independence is defined in the NYSE Amex Company Guide, and whether the
nominee meets the qualifications for a Board of Directors member outlined above as well as any special qualifications
applicable to a member of the Board of Directors committee, on which the nominee may be appointed to serve if
elected. In connection with such evaluation, the Nominating and Corporate Governance Committee determines
whether the committee should interview the nominee, and if warranted, one or more members of the Nominating and
Corporate Governance Committee interview the nominee in person or by telephone.

Upon completing the evaluation, and the interview in case of a new candidate, the Nominating and Corporate
Governance Committee makes a recommendation to our full Board of Directors as to whether to nominate the director
nominee for election at the shareholders meeting.

Independence of Directors

Our Board of Directors has determined that Messrs. Grover, Toups, Hewitt and Young are independent as defined by
the applicable rules of the NYSE Amex Company Guide. In addition, our Board of Directors has determined that a
majority of its members are independent as defined by the applicable rules of the NYSE Amex Company Guide. In
making this determination, our Board of Directors considered the relationship of Mr. Grover as a trustee of The Arch
C. Scurlock Children s Trust, one of our 10% shareholders.

Shareholder Communication with the Board of Directors

Our shareholders may communicate issues or concerns regarding our business or the functions of our Board of
Directors to our Board of Directors or individual members of our Board of Directors, including the Chairman of the
Nominating and Corporate Governance Committee, Compensation and Employee Benefits Committee or Audit
Committee, by sending a letter to the Corporate Secretary at Halifax Corporation of Virginia, 5250 Cherokee Avenue,
Alexandria, VA 22312.

Our Corporate Secretary will review all correspondence and will create a log of all correspondence received. The
Secretary will periodically forward any correspondence received from a shareholder that deals with concerns
regarding our business or with the functions of our Board of Directors or which our Secretary otherwise determines
requires attention, to our Board of Directors or to the member of our Board of Directors to whom the correspondence
is addressed. Directors may at any time review the log of all correspondence received and request copies of any such
correspondence. Concerns relating to questionable accounting, internal controls or auditing matters will be brought to
the attention of our Board of Directors in accordance with the procedures established by the Audit Committee with
respect to such matters and set forth in our Whistle Blower Policy. A copy of our Whistle Blower Policy is available
on our website, www.hxcorp.com, via the Investors page. It is also available in print to any shareholder on request to
the Corporate Secretary at Halifax Corporation of Virginia, 5250 Cherokee Avenue, Alexandria, VA 22312.

Attendance at Annual Meetings of Shareholders

Our Board of Directors has adopted a policy that a majority of our directors attend the annual meeting of shareholders.
All of our directors attended last year s annual meeting of shareholders.
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Fiscal 2009 Director Compensation

Our compensation program for outside directors is designed to enable us to attract, retain and motivate highly
qualified directors to serve on our Board of Directors. It is also intended to further align the interests of our directors
with those of our shareholders. The following table sets forth information regarding the compensation of our outside
directors for the fiscal year 2009.

Fees earned Option
or Paid in Awards
Cash ® Total
Name ) DH2)3)4) ®
John H. Grover $ 1,600 $ 598 $ 2,198
Chairman of the Board
Thomas L. Hewitt 1,600 598 2,198
Director
Gerald F. Ryles 1,600 598 2,198
Director
Arch C. Scurlock, Jr. 1,600 598 2,198
Director
John M. Toups 1,600 598 2,198
Director
Daniel R. Young 1,600 598 2,198
Director

(1) As of March 31, 2009, the following represented the aggregate number of shares of common stock issuable upon
the exercise of outstanding options granted to each of the above named directors: (i) Mr. Grover  15,500;
(ii) Mr. Hewitt  18,500; (iii) Mr. Scurlock  9,100; (iv) Mr. Toups  15,500; and (vi) Mr. Young 14,500.

(2) This column represents the dollar amount recognized for financial reporting purposes with respect to the 2009
fiscal year for the fair value of stock options granted to each director in accordance with SFAS 123R. These
amounts were calculated using the Black Sholes option-pricing model based on the following assumptions: an
expected volatility of 49.00% to 84.35%, an expected term to exercise of 5.5 to 6.25 years and an interest rate of
2.8% to 4.94% and disregarding the estimate of forfeitures related to service-based vesting conditions. These
amounts reflect our accounting expense related to awards granted in and prior to the 2009 fiscal year, as
applicable, and do not correspond to the actual value that will be recognized by each director.

(3) On September 10, 2008 the above named directors were each issued options to purchase 2,000 shares of the
Company s common stock at $0.66 per share. The options vest in full one year from the grant date.

(4) On March 26, 2009, the above named directors were each issued options to purchase 2,000 shares of the
Company s common stock at $0.32 per share. The options vest in 5 equal installments over a five year period

commencing on the first anniversary of the date of grant.

Director Compensation Description
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Under our Non-Employee Directors Stock Option Plan, each director was granted options to purchase 5,000 shares of
common stock on the first of the month following the date of the annual meeting of shareholders on which he was
initially elected and was granted options to purchase up to 2,000 shares of common stock on each annual re-election
by the shareholders as one of our directors. Such options were granted at an exercise price equal to or greater than the
fair market value of the common stock on the date of grant. No further options may be granted pursuant to our
Non-Employee Directors Stock Option Plan. Each non-employee director is eligible to receive awards under our 2005
Stock Option and Stock Incentive Plan.

On September 10, 2008, the outside directors received options to purchase 2,000 shares of our common stock at an
exercise price of $0.66 per share. This option award vests in one year from the date of grant.

On March 26, 2009, the outside directors were each issued options to purchase 2,000 shares of the Company s
common stock at an exercise price $0.32 per share. This option award vests at the rate of 20% per year commencing

on the first anniversary of the option grant date.
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REPORT OF THE AUDIT COMMITTEE

The Audit Committee of the Board of Directors of Halifax Corporation of Virginia, referred to as the Company in this
section, has reviewed and discussed the audited consolidated financial statements with management of the Company
and Reznick Group, P.C. ( Reznick Group ), independent registered public accountant firm for the Company.
Management represented to the Audit Committee that the Company s audited consolidated financial statements were
prepared in accordance with generally accepted accounting principles in the United States.

The Audit Committee has discussed with Reznick Group the matters required to be discussed by Statement on
Auditing Standards No. 61, as amended (AICPA, Professional Standards, Vol. 1. AU Section 380).

The Audit Committee has received the written disclosures and confirming letter from Reznick Group required by
Independence Standards Board Standard No. 1, Independence Discussions with Audit Committees, and has discussed
with Reznick Group their independence from the Company.

Based on the reviews and discussions with management of the Company and Reznick Group referred to above, the
Audit Committee recommended to the Board of Directors that the audited consolidated financial statements of the
Company and its subsidiaries for the fiscal year ended March 31, 2009 be included in the Company s Annual Report
on Form 10-K for the year ended March 31, 2009.

This Audit Committee Report shall not be deemed incorporated by reference in any document previously or
subsequently filed with the SEC that incorporates by reference all or any portion of this proxy statement.

Audit Committee
John M. Toups, Chairman
Daniel R. Young
Thomas L. Hewitt
EXECUTIVE COMPENSATION
Fiscal 2009 Summary Compensation Table
The following table sets forth information concerning the compensation awarded to, earned by, or paid to our named

executive officers for all services rendered in all capacities to us and our subsidiaries during our fiscal years ended
March 31, 2009, 2008 and 2007, respectively.

Option All Other

Name and Principal Salary Awards Compensation

Position Year ® Bonus ®@ ® Total
Charles L. McNew 2009 $ 230,863 $ 24,000 $ $ 5,356(2) $ 260,219
President and Chief 2008 $ 253,078 $ $ $ 7,662(3) $ 267,137
Executive Officer 2007 $ 263,390 $ $ 6,397 $ 8,201(4) $ 274,988
Joseph Sciacca 2009 $ 151,668 $ 14,000 $ $ 10,567(2) $ 176,235
Former Vice President of 2008 $ 165,516 $ $ $ 12,117(3) $ 181,105
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Finance and Chief 2007 $ 171,448 $ $ 3,472 $ 12,004(4) $ 186,924
Financial Officer(5)
Hugh M. Foley 2009 $ 139,348 $ 8,000 $ $ 3,82002) $ 151,168
Vice President, Operations 2008 $ 153,269 $ $ $ 5,235(3) $ 161,062
2007 $ 161,696 $ $ 2,588 $ 5,381(4) $ 169,665
Douglas H. Reece 2009 $ 138,363 $ 11,000 $ $ 10,332(2) $ 159,695
Vice President, Sales and 2008 $ 150,390 $ $ $ 10,707(3) $ 162,317
Marketing 2007 $ 157,085 $ $ 1,220 $ 11,422(4) $ 169,727

(1) Represents the dollar amount recognized for financial reporting purposes with respect to the 2008 and 2007 fiscal
years for the fair value of stock options granted to each named executive officer in accordance
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with SFAS 123R. These amounts were calculated using the Black Sholes option-pricing model based on the
following assumptions: an expected volatility of 49.99%, an expected term to exercise of 6.25 years and an
interest rate of 4.94%, and disregarding the estimate of forfeitures related to service-based vesting conditions.
These amounts reflect our accounting expense related to awards granted in and prior to the 2007 fiscal year or
prior to 2008 fiscal year, as applicable, and do not correspond to the actual value that will be recognized by each
named executive officer.

(2) Amounts in this column include: contributions to the 401(k) plans of Messrs. McNew, Sciacca, Foley and Reece
in the amounts of $182, $119, $110 and $43, respectively; contributions to the heath insurance premiums of
Messrs. McNew, Sciacca, Foley and Reece in the amounts of $174, $10,448, $3,710 and $10,289, respectively;
and a $5,000 automobile allowance granted to Mr. McNew.

(3) Amounts in this column include: contributions to the 401(k) plans of Messrs. McNew, Sciacca, Foley and Reece
in the amounts of $2,530, $1,665, $1,553 and $410, respectively; contributions to the heath insurance premiums
of Messrs. McNew, Sciacca, Foley and Reece in the amounts of $132, $10,452, $3,702 and $10,297,
respectively; and a $5,000 automobile allowance granted to Mr. McNew.

(4) Amounts in this column include: contributions to the 401(k) plans of Messrs. McNew, Sciacca, Foley and Reece
in the amounts of $2,330, $1,667, $1,551 and $1,124, respectively; contributions to the heath insurance premiums
of Messrs. McNew, Sciacca, Foley and Reece in the amounts of $871, $10,337, $3,830 and $10,298,
respectively; and a $5,000 automobile allowance granted to Mr. McNew.

(5) Mr. Sciacca resigned as our Vice President of Finance and Chief Financial Officer effective on January 4, 2010.
Mr. Sciacca is serving as a consultant to us until September 2010.

Elements of compensation for our named executive officers include salary, options to purchase shares of our common
stock and other perquisites, as applicable. We do not have a pension plan, do not pay non-equity incentive plan based
compensation and do not offer nonqualified deferred compensation arrangements. Further, we did not grant stock
equity incentive plan awards or issue stock awards in fiscal year 2009. As a result, the column related to this item has
been deleted from the table above.

On January 4, 2010, Robert W. Drennen was appointed as our Chief Financial Officer. His annual base salary is set at
$150,000.

Grants of Plan-Based Awards In Fiscal 2009

There were no plan-based awards granted to our named executive officers under our 2005 Stock Option and Stock
Incentive Plan during fiscal 2009.

Option Exercises and Stock Vested in Fiscal Year 2009

No restricted stock awards held by our named executive officers vested during fiscal 2009 and no options were
exercised by our named executive officers during fiscal 2009.
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Outstanding Equity Awards at 2009 Fiscal Year End

The following table sets forth the information regarding the outstanding equity awards to our named executive officers

at March 31, 2009.

Option Awards
Number
of Number of
Securities Securities

Underlying Underlying
Unexercised Unexercised

Options Options Option
@ #) Exercise
Name Exercisable Unexercisable(1) Price
Charles L. McNew 45,000 $ 575
25,000 5.50
25,000 4.05
10,000 3.10
25,000 4.45
5,000 3.40
3,000 12,000 3.00
Joseph Sciacca 10,000 $ 550
15,000 5.50
10,000 5.50
10,000 4.05
6,000 3.10
10,000 4.45
5,000 3.40
1,500 6,000 3.00
Hugh M. Foley 10,000 $ 7.6
2,500 4.05
5,000 3.10
12,500 4.45
5,000 3.40
1,000 4,000 3.00
Douglas H. Reece 2,500 $ 3.00
500 4.05
2,500 5.02
5,000 3.40
1,000 4,000 3.00

Table of Contents

Option
Expiration
Date

10/2/2009
5/16/2010
3/17/2012
3/17/2013
4/21/2014

9/7/2015
7/21/2016

12/3/2009
5/16/2010
5/16/2010
3/17/2012
3/17/2013
4/21/2014

9/7/2015
7/21/2016

2/28/2010
3/17/2012
3/17/2013
4/21/2014

9/7/2015
7/21/2016

12/4/2011
3/17/2012
9/14/2014

9/7/2015
7/21/2016
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(1) All unvested options to purchase common stock vest at a rate of 20% of the initial award each year on each
anniversary of the date of grant, July 21, 2006.

Potential Payments Upon Termination or Change-in-Control

Severance Agreement with Mr. McNew

On March 31, 2003, we entered into an amended and restated Executive Severance Agreement with Mr. McNew, our
President and Chief Executive Officer. This agreement provides severance benefits to Mr. McNew under certain
circumstances and remains in effect so long as we continue to employ Mr. McNew. The agreement confirms that

Mr. McNew s employment is at will and provides for termination without
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additional compensation in the event of death, disability, resignation, retirement or termination for cause, referred to
as the excluded circumstances in this document. Cause is defined as gross negligence, willful misconduct, fraud,
willful disregard of the Board of Directors direction or breach of a published Company policy.

Termination for Any Reason Other Than in Connection with an Excluded Circumstance. Under the terms of the
agreement, except in connection with a change of control disposition, in the event that Mr. McNew s employment is
terminated other than in connection with an excluded circumstance, Mr. McNew would be entitled to receive his then
current salary for a period of twelve months. Based on the foregoing, if Mr. McNew s employment was terminated on
March 31, 2009, Mr. McNew would be entitled to receive a severance payment of $230,863.

Termination in Connection with a Change of Control Disposition. Under the terms of the agreement, a change of
control disposition is generally deemed to occur if (i) 25% or more of the voting power of our stock is acquired by
another entity or (ii) there is a sale of substantially all of our assets to another entity. In the event that Mr. McNew s
employment is terminated within one year of a change of control disposition, other than in connection with an

excluded circumstance, Mr. McNew would be entitled to receive his then current salary for a period of twenty-four
months. In the event that Mr. McNew s employment is terminated for any reason within ninety days following a
change of control disposition, Mr. McNew would be entitled to receive an amount equal to two times his then current
salary. Based on either of the foregoing, if Mr. McNew s employment was terminated on March 31, 2009, Mr. McNew
would be entitled to receive a severance payment of $461,726.

The agreement provides that Mr. McNew may elect to receive his severance payments in a lump sum or in equal
payments at intervals of no more often than semimonthly over a period of his choice that is not to exceed the number
of months of compensation due to him.

General Requirements. Pursuant to the terms of the agreement, Mr. McNew may not disclose, publish or use, or
permit anyone else to disclose, publish or use, any of our proprietary or confidential information or trade secrets for
any purpose unrelated to his employment at any time during or after his employment. Mr. McNew must also return to
us all proprietary material that he possesses on the date his employment is terminated. In addition, should

Mr. McNew s employment be terminated for any reason other than Cause, Mr. McNew may not (i) directly or
indirectly, sell, market, or otherwise provide any client or previously identified prospective client, products or services
similar to or in competition with those sold or distributed by us, in any geographic area in which we offer any such
products or services, or (ii) participate directly or indirectly in the hiring or soliciting for employment of any person
we employ.

Termination/Separation Agreement with Joseph Sciacca

We had an amended and restated severance arrangement with Joseph Sciacca, our Chief Financial Officer. This
agreement provided severance benefits to Mr. Sciacca under certain circumstances and remained in effect so long as

we continued to employ Mr. Sciacca. The agreement confirmed that Mr. Sciacca s employment was at will and
provided for termination without additional compensation in the event of death, disability, resignation, retirement or
termination for cause, referred to as the excluded circumstances in this proxy statement. Cause was defined as gross
negligence, willful misconduct, fraud, willful disregard of the Board of Directors direction or breach of a published
Company policy.

Under the terms of the agreement, except in connection with a change of control disposition, in the event that

Mr. Sciacca s employment was terminated other than in connection with an excluded circumstance, Mr. Sciacca would
have been entitled to receive his then current salary for a period of twelve months.
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Under the terms of the agreement, a change of control disposition was generally deemed to occur if (i) 25% or more of
the voting power of our stock was acquired by another entity or (ii) there was a sale of substantially all of our assets to
another entity. In the event that Mr. Sciacca s employment was terminated within one year of a change of control
disposition, other than in connection with an excluded circumstance, Mr. Sciacca would have been entitled to receive

his then current salary for a period of one year. In the event
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that Mr. Sciacca s employment was terminated for any reason within ninety days following a change of control
disposition, Mr. Sciacca would have been entitled to receive an amount equal to one year s then current salary.

If the employment of Mr. Sciacca was terminated without cause on March 31, 2009 and assuming the terms of the
Amended and Restated Severance Agreement were in effect on such date, Mr. Sciacca would have been entitled to
receive a payment of $151,668 over a twelve month period.

Mr. Sciacca resigned effective January 4, 2010. He currently serving as a consultant to us until September 2010.
Termination/Separation Agreements with other Executives.

We entered into a termination/separation agreement with Mr. Foley on January 17, 2003, Mr. Reece on April 19, 2006
and Mr. Drennan, our Chief Financial Officer, on December 2, 2009.

As per their respective termination/separation agreements, in the event that the employment of Messrs. Foley or Reece

is terminated without cause, each individual would be entitled to receive his then current salary for a period of six

months. In the event that the employment of Mr. Drennen is terminated without cause, he would be entitled to receive

his then current salary for a period of three months. In each of the aforementioned termination/separation agreements,
Cause is defined to mean: A good faith finding by us of your failure to perform the duties reasonably assigned to you;

dishonesty, gross negligence or misconduct, or your conviction, or your entry of a pleading of guilty or nolo

contender, to any crime involving more turpitude or any felony.

If the employment of Mr. Foley or Mr. Reece was terminated without cause on March 31, 2009, each would be
entitled to receive a payment of $69,674 and $69,181, respectively, over a six month period. If Mr. Drennen s
employment was terminated as of the date of this proxy statement, he would be entitled to receive a payment of
$37,500 over a three month period.

2005 Stock Option and Stock Incentive Plan

Restricted shares awarded to a participant in the 2005 Stock Option and Stock Incentive Plan will be forfeited and
returned to us in the event of a termination of continuous service by the participant for any reason other than death or
disability. In the event of death or disability, such shares will not be forfeited and will no longer be subject to
restrictions. With respect to unexercised options granted under the 2005 Stock Option and Stock Incentive Plan, in the
event of termination of employment for any reason other than death or disability, such options, will terminate three
months after the date of termination of employment. In the event of death or disability, the participant s executor,
administrator, legal guardian or custodian, as applicable, may exercise the participant s vested options within one year
of termination of employment.

If the continuous service of a participant is involuntarily terminated for any reason, other than for cause, within

18 months of a change in control, any restricted period with respect to restricted stock awarded will lapse and such
shares will become fully vested. A change in control, as defined in the 2005 Stock Option and Stock Incentive Plan,
includes a change in holders of more than 50% of our outstanding voting stock within a 12 month period or any other
event deemed to be a change in control by the Compensation Committee.

In the event of a change in control, options to purchase shares of our common stock awarded under the 2005 Stock
Option and Stock Incentive Plan may be exercised for up to 100% of the total number of shares then subject to the
option minus the number of shares previously purchased upon exercise of the option and the vesting date may
accelerate accordingly. In addition, in the event of a sale or a proposed sale of the majority of our stock or assets or a
proposed change in control, the Compensation Committee has the right to terminate options granted under the 2005
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Stock Option and Stock Incentive Plan upon thirty days prior written notice, subject to the participant s right to
exercise such option to the extent vested prior to such termination.

If the change of control had occurred on March 31, 2009, our named executive officers would not have received the
value of the potential benefit that each such executive might be entitled to receive upon a change
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of control under our 2005 Stock Option and Stock Incentive Plan because the per share exercise price of unvested
options exceeded the $0.32 closing price per share of our common stock on March 31, 2009.

1994 Key Employee Stock Option Plan

Upon termination of a participant s employment for reason other than death, disability or retirement (defined as
termination of employment by a participant on or after attainment of age 65), the participant may, within three months
from the date of such termination, exercise all or any part of the participant s vested options, provided such termination
was not for cause. If such termination was for cause, the right of the participant to exercise such options will terminate
immediately.

Upon termination of a participant s employment by reason of disability or retirement, the participant may, within two
years after the date of retirement or the date which is six months after the participant is first absent from active
employment due to disability exercise all or a part of the participant s vested options. In the event of the death of a
participant, the participant s beneficiary shall have the right to exercise vested options until the expiration of the earlier
of two years from the date of the participant s death or the date of expiration of the options pursuant to the termination
provisions of the 1994 Key Employee Stock Option Plan.

All unvested options expire at the date of the termination of employment. Notwithstanding the foregoing, the
Compensation Committee may permit a participant, who terminates employment by retirement (prior to or after the
attainment of age 65) and who will continue to render significant services to us or one of our subsidiaries after his or
her retirement, to continue to accrue service with respect to the right to exercise his or her options during the period in
which the individual continues to render such services.
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND
MANAGEMENT

The following table sets forth as of the Record Date the number of shares of common stock beneficially owned by:
(1) each person who owned of record, or is known by us to have beneficially owned, more than 5% of such shares
then outstanding; (2) each director and nominee for director; (3) the current executive officers named in the Summary
Compensation Table contained in this proxy statement; and (4) all executive officers, directors and director nominees
as a group. Unless otherwise indicated, the address for each of the shareholders in the table below is c/o Halifax.

Amount and
Nature of
Percent
Beneficial of
Name and Address of Beneficial Owner Ownership Class

Global Iron Holdings, LLC 986,060(1) 31.1%
Michael Hirano
Lindsay Wynter
Thomas A. Waldman
c/o Global Equity Capital, LLC
6260 Lookout Road
Boulder, CO 80301

Nancy M. Scurlock 399,545(2) 12.6%
10575 NW Skyline Boulevard
Portland, OR 97231

The Arch C. Scurlock Children s Trust 399,545(3) 12.6%
c/o Ms. Kelly Thompson

46 S. Glebe Rd. #200

Arlington, VA 22204

Gary M. Lukowski 157,773(4) 5.0%
11321 NE 120th Street
Kirkland, WA 98034

Jai N. Gupta, 173,955(5) 5.5%
Shashi A. Gupta and RSSJ Associates LL.C

1173 Dolly Madison Blvd.

McLean, VA 22101

Chester M. Arnold 305,727(6) 9.6%
40 Fair winds Drive

Osterville, MA 02655

John H. Grover 61,085(7) 1.9%
John M. Toups 47,231(8) 1.5%
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Thomas L. Hewitt 45,631(9) 1.4%
Arch C. Scurlock, Jr. 37,617(10) 1.2%
Daniel R. Young 41,631(11) 1.3%
Donald M. Ervine 500(12) *
Charles L. McNew 137,831(13) 4.2%
Robert W. Drennen

Hugh M. Foley 52,165(14) 1.6%
Douglas H. Reece 15,500(15) *
Directors and officers as a group (10 persons) 439,191(16) 12.8%

* Less than 1%.
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(6)
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Mr. Grover, Grofam, LP, Hewitt Family, LLC, Mr. McNew, Mr. Sciacca, Mr. Toups, Mr. Young, Ms. Scurlock,
The Arch C. Scurlock Children s Trust, Mr. Scurlock and Mr. Ervine and Parent are parties to a voting agreement
described under Proposal I ~Approval of the Merger and Related Matters The Voting Agreement related to the
shares of the Company s common stock owned by such persons. In the voting agreement, Michael Hirano,

Lindsay Wynter and Thomas A. Waldman are named as proxies for voting of the shares subject to the voting
agreement on matters related to the Merger. The executive officers and directors of Parent may be deemed to be
control persons of Parent. The executive officers and directors are: Catherine Babon Scanlon (President), Michael
Hirano (Sole director, Sole LLC Manager and Vice President), Lindsay Wynter (Vice President and Chief

Financial Officer), Thomas A. Waldman (Vice President and Secretary) and Michael Adkins (Vice President).
Based on a Schedule 13D filed with the Securities and Exchange Commission on January 19, 2010.

Represents 392,961 shares held directly, as well as 6,583.5 shares subject to options granted pursuant to the
Non-Employee Directors Stock Option Plan, which are exercisable within 60 days of the Record Date.

Ms. Scurlock is a party to the voting agreement described under Proposal I ~ Approval of the Merger and Related
Matters The Voting Agreement. Based on a Schedule 13D filed with the Securities and Exchange Commission
on January 19, 2010.

Represents 392,961 shares held directly, as well as 6.583.5 shares subject to options granted pursuant to the
Non-Employer Directors Stock Option Plan, which are exercisable within 60 days of the Record Date. Arch C.
Scurlock, Jr., our director, is a trustee and beneficiary of this trust. Additionally, John H. Grover, our director, is a
trustee of this trust. Messrs. Scurlock and Grover disclaim beneficial ownership of the shares beneficially owned
by the trust because they do not have voting or investment control in accordance with rules and regulations
promulgated under the Exchange Act. The Arch C. Scurlock Children s Trust is a party to the voting agreement
described under Proposal I ~Approval of the Merger and Related Matters The Voting Agreement. Based on a
Schedule 13D/A filed with the Securities and Exchange Commission on January 19, 2010.

Based on a Schedule 13D filed with the SEC on September 9, 2003, in which Mr. Lukowski, our former
employee, reported sole voting and dispositive power over 157,773 shares held directly.

Based on a Schedule 13D/A filed with the SEC on September 8, 2003 by Jai N. Gupta, Shashi A. Gupta and
RSSJ Associates LLC. Represents 121,655 shares held directly by RSSJ Associates LLC and 52,300 shares held
directly by Jai M. Gupta. Mr. and Mrs. Gupta are the sole owners of RSSJ Associates LLC and, as a result, are
deemed to beneficially own 173,955 shares held directly by RSSJ Associates LLC.

Based on an amended report on Schedule 13G/A filed with the SEC on January 19, 2009 by Chester M. Arnold.
Represents 199,756 shares held directly by Mr. Arnold with sole voting and dispositive power and
105,971 shares held by Mr. Arnold s wife, over which Mr. Arnold disclaims beneficial ownership.

Represents 1,500 shares held by the John H. Grover Revocable Trust, 41,285 shares owned by Grofam, L.P. and
18,300 shares subject to options granted pursuant the Non-Employee Directors Stock Option Plan and 2005

Stock Option and Stock Incentive Plan, which are exercisable within 60 days of July 28, 2009. Excludes shares
held by The Arch C. Scurlock Children s Trust, of which Mr. Grover serves as trustee (see note 3 above). Grofam
L.P. and Mr. Grover are parties to the voting agreement described under Proposal I ~ Approval of the Merger and
Related Matters The Voting Agreement.

Represents 28,931 shares held directly as well as 18,300 shares subject to options granted pursuant to the
Non-Employee Directors Stock Option Plan and 2005 Stock Option and Stock Incentive Plan, which are
exercisable within 60 days of the Record Date. Mr. Toups is a party to the voting agreement described under
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(9) Represents 24,331 shares held by the Hewitt Family, LL.C and 21,300 shares subject to options granted pursuant
to the Non-Employee Directors Stock Option Plan and 2005 Stock Option and Stock Incentive Plan, which are
exercisable within 60 days of the Record Date. The Hewitt Family, LLC is a party to the voting agreement
described under Proposal I ~Approval of the Merger and Related Matters The Voting Agreement.
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(10) Represents 17,150 shares held directly and 20,467 shares subject to options granted pursuant to the
Non-Employee Directors Stock Option Plan and 2005 Stock Option and Stock Incentive Plan, which are
exercisable within 60 days of the Record Date. Excludes shares held by The Arch C. Scurlock Children s Trust,
of which Mr. Scurlock serves as a trustee and is a beneficiary (see note 3 above). Mr. Scurlock is a party to the
voting agreement described under Proposal I  Approval of the Merger and Related Matters The Voting
Agreement.

(11) Represents 24,331 shares held directly as well as 17,300 shares subject to options granted pursuant to the
Non-Employee Directors Stock Option Plan and 2005 Stock Option and Stock Incentive Plan, which are
exercisable within 60 days of the Record Date. Mr. Young is a party to the voting agreement described under

Proposal I  Approval of the Merger and Related Matters The Voting Agreement.

(12) Represents 500 shares subject to options granted pursuant to the 2005 Stock Option and Stock Incentive Plan
which are exercisable within 60 days of the Record Date. Mr. Ervine is a party to the voting agreement
described under Proposal I ~Approval of the Merger and Related Matters The Voting Agreement.

(13) Represents 8,500 shares held directly, 24,331 shares held indirectly by a trust for a retirement account,
105,000 shares subject to options granted pursuant to the 1994 Key Employee Stock Option Plan and 2005
Stock Option and Stock Incentive Plan, which are exercisable within 60 days of the Record Date. Mr. McNew is
a party to the voting agreement described under Proposal I ~Approval of the Merger and Related Matters The
Voting Agreement.

(14) Represents 12,165 shares held indirectly by a trust for a retirement account, as well as 40,000 shares subject to
options granted pursuant to the 1994 Key Employee Stock Option Plan and 2005 Stock Option and Stock
Incentive Plan, which are exercisable within 60 days of the Record Date.

(15) Represents 15,500 shares subject to options granted pursuant to the 1994 Key Employee Stock Option Plan and
2005 Stock Option and Stock Incentive Plan, which are exercisable within 60 days of the Record Date.

(16) Represents 78,912 shares held directly, 103,612 shares held indirectly, 256,667 shares subject to options granted
pursuant to the 1994 Key Employee Stock Option Plan and the 2005 Stock Option and Stock Incentive Plan,
which are exercisable within 60 days of the Record Date.

TRANSACTIONS WITH RELATED PERSONS

On June 29, 2007, we amended our 8% promissory note in the aggregate principal amount of $500,000 dated
November 2, 1998, as amended June 29, 2005, and 8% promissory note in the aggregate principal amount of $500,000
dated November 5, 1998, as amended June 29, 2005, to extend the maturity date of each promissory note to July 1,
2009. All other terms and conditions of the promissory notes remain the same. The holders of the 8% promissory
notes are The Arch C. Scurlock Children s Trust and Nancy M. Scurlock. Each holder owns more than 10% of our
common stock. Arch C. Scurlock, Jr., a beneficiary and trustee of The Arch C. Scurlock Children s Trust, and John H.
Grover, a trustee of The Arch C. Scurlock Children s Trust, are members of our Board of Directors. During our 2007
fiscal year, we paid $50,000 of accrued interest on the promissory notes. During our 2009 fiscal year, we did not make
any interest payment on the promissory notes. At March 31, 2009, the aggregate balance of the promissory notes was
$1.0 million.

Joseph Sciacca, our former Chief Financial Officer and Treasurer resigned, effective January 4, 2010, to pursue other
opportunities. In connection with his resignation, we entered into a consulting arrangement with Mr. Sciacca which
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provides for his provision of consulting services to us until September 30, 2010 for a monthly payment of $12,534 per
month.

On May 24, 2007, the Audit Committee adopted written policies and procedures regarding related party transactions.
Our related party transactions policy covers any transaction, arrangement or relationship or any series of similar
transactions, arrangements or relationships in which we or any of our subsidiaries was, is or will be a participant and
the amount involved exceeds $1,000, and in which any related party had, has or will have a direct or indirect interest.
Under this policy, the Audit Committee must approve all related party
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transactions between us or one of our subsidiaries and a director, nominee for director, executive officer, five percent
shareholder, certain related entities or immediate family members of a director, executive officer or five percent
shareholder that would be required to be disclosed in our proxy statements. The policy also authorizes the Chairperson
of the Audit Committee to approve, or reject, proposed related party transactions in those instances in which it is not
practicable or desirable for us to wait until the next Audit Committee meeting. Pursuant to the policy, the Audit
Committee or the Chairperson of the Audit Committee, as applicable, is authorized to approve only those related party
transactions that are reasonably necessary to our business and fair to us, as the Audit Committee or its Chairperson
determines in good faith.

All interested parties who wish to communicate with our Audit Committee may do so by addressing their written
correspondence to the Audit Committee at Halifax Corporation of Virginia, 5250 Cherokee Avenue, Alexandria, VA
22312.

Code of Ethics

We have adopted a Code of Conduct and Ethics that applies to all directors, officers, including our chief executive
officer, chief financial officer, principal accounting officer, controller and persons performing similar functions, and
employees. Copies of our Code of Conduct and Ethics are available without charge upon written request directed to
Halifax Corporation of Virginia, Attn: Secretary, 5250 Cherokee Avenue, Alexandria, VA 22312.

INDEPENDENT PUBLIC ACCOUNTANTS

Grant Thornton LLP, referred to as Grant Thornton in this document, served as our independent public accountant and
our subsidiaries from July 2004 to January 7, 2008. On January 7, 2008, the Audit Committee of the Company elected
to dismiss Grant Thornton as the Company s independent auditor effective January 7, 2008. The reports of Grant
Thornton, on the financial statements of the Company during the two-year period ended March 31, 2007, did not
contain an adverse opinion, or a disclaimer of opinion, and were not qualified or modified as to uncertainty, audit
scope, or accounting principles. During the two-year period ended March 31, 2007 and interim period from April 1,
2007 through January 7, 2008, (1) the Company did not have any disagreements with Grant Thornton on any matter of
accounting principles or practices, financial statement disclosure, or auditing scope or procedure, which
disagreements, if not resolved to the satisfaction of Grant Thornton, would have caused it to make a reference to the
subject matter of the disagreements in connection with its reports, and (2) no reportable events as described in

Item 304(a)(1) of Regulation S-K occurred except that, as disclosed in Item 9A of the Company s Annual Report on
Form 10-K for the fiscal year ended March 31, 2007 and in Item 4 of the Company s Quarterly Reports on Form 10-Q
for the quarters ended June 30, 2007 and September 30, 2007, we were advised by Grant Thornton that control
deficiencies in our internal control over financial reporting relating to income tax reporting existed as of March 31,
2007 that constituted a material weakness within the meaning of the Public Company Accounting Oversight Board s
(PCAOB) Auditing Standard No. 2 as a result of the lack of qualified personnel to properly review and administer the
Company s tax matters. In July 2007, management completed the remediation of the material weakness by retaining an
outside professional service firm to assist in the area of income tax reporting.

On January 25, 2008, the Audit Committee formally approved Reznick Group as our independent public accountant
for the fiscal year ended March 31, 2009. No consultations occurred between the Company and Reznick Group during
the two most recent fiscal years and any subsequent interim period prior to Reznick Group s appointment regarding
either (i) the application of accounting principles to a specified transaction, either completed or proposed; or the type
of audit opinion that might be rendered on the Company s financial statements; or (ii) any matter that was either the
subject of a disagreement as defined in Item 304(a)(1)(iv) of Regulation S-K and the related instructions or a
reportable event as described in Item 304(a)(1)(v) of Regulation S-K. In the course of its discussions concerning the
appointment, the Company did provide and discuss with Reznick Group the information in the Company s Current
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Report on Form 8-K with respect to the dismissal of the Company s former independent registered public accounting
firm which was filed with the Securities and Exchange Commission on January 11, 2008.
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The audit committee appointed Reznick Group to serve as our independent public accountant for the fiscal year
ending March 31, 2010. Representatives of Reznick Group are expected to attend the Annual Meeting, will have the
opportunity to make a statement if they desire to do so and will be available to respond to appropriate questions.

Independent Public Accountant Fee Information

Aggregate fees for professional services rendered for us by Reznick Group for the fiscal years ended March 31, 2009
and 2008 were as follows:

2009 2008
Audit Fees $ 230,899 $ 227611
Audit Related Fees
Tax Fees
All Other Fees
Total $ 230,899 $ 227611

All services performed by Reznick Group were pre-approved by the Audit Committee. The Audit Committee has
considered whether the provision of services covered in the preceding paragraphs is compatible with maintaining
Reznick Group s independence.

Audit Fees. The audit fees billed by Reznick Group for the fiscal year ended March 31, 2009 and March 31, 2008
were for professional services rendered for the audits of our financial statements, quarterly reviews, issuance of
consents, and assistance with the review of documents filed with the SEC.

Audit-Related Fees. There were no audit related fees billed for the fiscal years ended March 31, 2009 and 2008.
Tax Fees. There were no tax fees billed for the fiscal years ended March 31, 2009 and 2008.
All Other Fees. There were no other fees billed for the fiscal years ended March 31, 2009 and 2008.
Pre-Approval Policies and Procedures
The Audit Committee must approve all auditing services and non-audit ser