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» ARTICLES OF MERGEX,
OF

'MAGNETIC CORPORATION
(a Flerida corporation)

with and into

BRIDGELINE DIGITAL, INC.
(a Delaware corporation) :

October <3, 2011

Pursunant to Section 607.1105 of the Florida Buxiness Corporation Aot of the State
of Florida (the “FBCA™), Magnetic Corporation, a Florida corporation (the “Company™), hereby
certifies as follows:

FIRST: The name and jurisdiction of the surviving corporation (the
“Surviving Corporation™) with respect to the merger shall be as follows:
Name ' State of Incorporation Document Number
Bridgeline Digital, Inc. Delawarc 3278997

SECOND: The name uand jurisdiction of the merging corporation (the
“Merping Corporation™) with respect to the merger shall be a: follows:

Name State of Iimcorgoration Dopcument Number
Magnetic Corporation Florida 97000098951
THIRD: An Agreement and Plan of Merger dated as of October _3_ , 2011,

(the “Merger Agreement”), among each of the Surviving Corporation, the Merging Corporation
and the shareholders of Magnetic Corporation is atiached,

FOURTH:  Adoption of the Merger Agreement by the Surviving Corporation
has been approved, adopted, certified, executed and acknowledged by a Unanimous Written
Consent of Directors dated Suptembcrib 2011, and sharghold :r approval was not required.

FIFIH: Adoption of the Merger Agroem:nt by the Merging Corporation

has been approved, adopted, certified, executed and acknowl.dged by & Unanimous Writicn
Consent of Shareholders dated September 30, 2011,

{P03dLWY.1 ]



SIXTH: These Articles of Merger, and the merger provided for herein, shall
become effective at the time these Anicles of Merger are file: with the Secretary of State of the
State of Florida.

{Remainder of Page Intentionally Left Blank]
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IN WITNESS WHEREOF, the Company has caused :hese Articles of Merger to be
executed as of the date first written gbove.

MAGNETIC C{ORPORATION

A b

: cnﬁ:jfiakunas
& President

BRIDGELINE DIGITAL, INC.

By: / G%M

Name: Thomas L. Massic
“Title:  President
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AGREEMENT AND PLAN OF MERGER
by and among
BRYIDGELINE DIGITAL, INC.,
MAGNETIC CORPORATION
and
JENNIFER BAKUNAS

October 3, 2011 '
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AGREEME

This Agreement and Plan of
October, 2011 by and among Bridgel|
place of business at 10 Sixth Road;
Magnetic Corporation (the “Seller™, 4
3325 Primrose Lake Cirole, Tamypa, Fl

WHEREAS, the Shareholder
capital stock of Seller (the “Shares™);

prida 33647, and Jenn fer Bakunas (the *

NT. AND PLAN OF MERGER

Merger (the “Agreer.ent”) Is made as of this 3™ day of
ne Digital, Inc., a Delaware corporation, with a principal

Wobum, Massachusstts 01801 (“Bridgeline Digjtal™),
Florida corporation, with a principal place of business at
‘Sharehalder™).

Regitals

pwns 100% of the issued and outstanding shares of the

WHEREAS, the Boards of Directors of each of Br dgeline Digital and Selter have, in

accordance with the laws of the State of
the merger of Seller with and into Bridj
corporation; and

Delaware and the Sti.e of Florida respectively, approved

geling Digital, with Biidgeline Digital being the surviving

WHERBEAS, tach of the parties to the Agrecment desires to make certain

representations, warrantics, and agree
parties and o prescribe various conditio

NOW, THEREFORE, in consf
contained, and for other good and valu
- of which are hereby acknowledged, the

1.1, The Mcq,‘-er. Subject to

the effective time of the merger of the 8¢

Delaware General Corporation Law (

(“"EBCA™), the Seller will be merged w

separate exisience of the Scller ghall
provisions of the DGCL and the FRCA.

ments fn connection with the transaction betweed the

ns therato,

deration of the mutuz | covenants and agreements herein
able consideration, the receipt, adequacy and sufficiency
parties hereto agree as follows:

ARTICLEI

THE MERGER

and upon the terms ar.d conditions of this Apreement, at
2ller with and into Briigeline Digital, and pursuant to the
‘DGCL"} and the F orida Business Cotrporation Act
ith and into Bridgeline Digital (the “Merger") and the
thercupon cease, in accordance with the applicable
As a result of the Me. ger, Bridgeline Digital will be the

surviving corporation and shall survive
“Surviving Company” or “Bridgeline

85 & going concern (sometimes referred to herein a6s the

igital”). The Certifi:;ate of Incorporation and By-laws

of the Surviving Company shall be those of Bridpeline 1digital as they are in existence
immediately prior to the Merger, The sgparate corporate exisence of Seller with all its rights,
privileges, powers, assets, liabilities, operations, intellectual property, contract rights, employees,
and franchises shall be extingyished in the Merger. The name of the Surviving Company shall
be “Bridgeline Digital, Inc.” On the Closing Date (as such tem is defined below), the parties
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shall cause a Certificate of Merger, meeting the requirements of Section 252 of the DGCL {the
“Certificate of Merger”) and Articles of Merger meeting Lhe requirements of Section 1105 of
the FBCA (the “Articles of Merger™ and together with the Certificate of Merger, the “Merger
Documents™}, to be promptly executed and filed with the Sscretary of State of the State of
Delaware and the Secretary of State of the State of Flori:s, respectively. The Merger shall
bevome effective upon the close of business on the date that the filing of the Certificate of
Merger with the Secretary of State of the State of Delaware and the Articles of Merger with the
Socretary of State of (he State of Florida has been completed or at such other {ime or date than
may otherwise be indicated in the Certificate of Merger and Articles of Merger (the “Effective
Lime").

1.2, Merger Consideration and Exchange Procedures.

(a) By virtue of the Merger, automatically and without any action on the part
of the Holder thereof, the Shares outstanding immediately prior w the Effective Time (other than
any shares held as treasury stock by the Seller, which shall be cancelled, retired and cease to
exist, and for which ao payment hereunder shall be made) sh:ll become and be converted into (L)
the right to received $150,000 in immediatcly available funds (the “Cash Counsideration™); (i}
the right to receive, pursuant 1o Section 1.3, up 1o such nur-ber of shares of common stock of
Bridgeline Digital, $0.001 par value per share (the “Bridgeljne Digital Common Stock”) as is
equal to the quotient obtained by dividing $150,000 by the Effective Price (as defined below)
(the “Bridgeline Digital Stock™); and (i) the riht to receive the Earn-Out Consideration {as
defined below) (together with the Cash Consideration and the Bridgeline Digital Stock, the
“Merger Consideration™). The Cash Consideration shall be subject to adjustment as set forth in
Section 1.2(b). The term “Effective Price” shall mean the greater of (i) the average closing prti
for Bridgeline Digitel Common Stock as reflected on the Nusdaq Capital Market exchange for
the 60-day trading period ending on the trading dey immediately preceding the date hereof and
(i) $0.90.

(b)) i the Seller Net Working Capltal (as defined below) is less than $90,000
(the “Target Amoynt™), the Cash Consideration shall be decieased by the amount by which the
Seller Net Working Capital is less than the Target Amount, dollar for doflar, If the Seller Net
Working Capital exceeds the Target Amount, the Cash Consideration shall be increased by the
amount by which the Seller Net Working Capital exceeds the Target Amount, dollar for dollar.
“Seller Net Working Capital” shall mean, as of the Closing Date, the dollar value of the
difference between (x) the sum of accounts receivable of Selle:, notes receivable of customers of
Seller, unbilled revenue of Seller and vash of Seller in an amount at least equal to $2,500 and (y)
accounts payable of Seller (excluding linbilities of Seller »f up to $155,000) and deferred
revenue of Seller. The Seller Net Working Capital shall be Jetermined in good faith by Seller
within four (4) days prior to the Closing Date. Exhibir i.2(2) sets forth the upaudited balance
sheet of Seller as of the Closing Date. Within forty-five (15) days afler the Closing Date,
Bridgeline Dipital shall, at its cxpense, cause a finuncial stuternent to be prepared that calculales
the Seller Net Working Capital as of the Closing Dute.  After “eviewing Seller's and Bridgeline
Digital’s respective calculations af the Seller Net Working Capital as of the Closing Date,
Shareholder and Bridgeline Digital shall, in good faith, seek % agree upon the actual Seller Net
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Working Capital. Any working capital adjustment required by this section shall be made only
after the actual Seller Net Working Capital is agreed to by thi partics.

{¢) Tha Scller and the Sharcholder shall vause to be delivered w Bridgeline
Digital on the Closing Date the certificates representing al. of the Shares of Seller issued and
outstanding immediavely prior to the Closing, s evidencad by the stock ledger and stock transfor
records of the Seller {collectively, the “Seller Certificates”) and stock powers separate from the
certificaiss transferting ownership to Bridgeline Digital.

{d) Afler the Cloging, the holder of shares of the eapital stock of the Seller
shall cease 1o be, and shall have no rights as, a stockhalder o the Seller, other than to receive the
Merger Consideration putsuant to the provisions hereof.

{¢) Notwilhstanding the foregoing, neither 3ridgeline Digital nor the Seller or
any other person shall be liable to any former holder of shar:s of any capital stock of the Seller
for uny shares or any dividends or distributions with resp:ct thersto properly deliversd 1o a
public officlal pursuant to applicable abandoned property, escheat or similar laws.

13. Issyance and Delivery Bridgeline Digitat St nLk.

{a} At the Closing, Bridgeline Digital shall deliver to the transfer agent
instructions 1o issue twenty-four stock certificates (in as nea: equal amounts as possible) in the
aggregate, representing the Rridgeline Digital Stock to the Es:row Agent (a5 defined bel nw) (the
“Bridgeline Digital Stock Certificates™). The Sharsholder shall be entitled to receive the
Bridgelice Digital Stock Certificates during the Complete Bar-Out Period (as defined below) in
accordance with this Section 1.3 and the terms of the escrow apreement attached as Exhibif
1.3(a) (the “Eserow Agreement™), “Eserow Agent” means Lorse, Bames-Brown & Pendleton,
P.C

(b) The followings terms shall have the following meanings for purposes of
this Agreement:

(1) “Tumpa Business Unit” shall mean the dlvision of Bridgeline Digital
that carries on the Seller Business (as defined below) tollowing the Closing {(formerly the
business operations of Seller),

(i) “Complete Earn~Qut Period” shal mean the Initial Earn-Out Period
and the Secondary Eamn-Out Period (as defined below), if an., for a totaJ of up to sixween {15}
fuil calendar quarters,

(iif) “First Earn-Out Period” shali w2an the calendar quarter ending

December 31, 2011,
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(iv) “Initial Earn-Out Period” shali mean the period beginning on the
Closing Date (es defined below) and continuing for ~he twelve (12) calendar quecters
immediately following the Closing (tach calendar querter, au “Euyrp-Out Period™),

(v) “Net_Revenue” shall mean the amount of revenue recorded by
Bridgeline Digital with respect to the Seller Business net of such items as sales taxes, discounts,
allowances, rebates, refunds and chargebacks, in accordance with generally accepted accounting
principles (“GAAP™), -

(vi} “Post-Acquigition Operating Invome” shall mean pre-tax operating
income using GAAP exclusive of any corporate overhead zllocation (such as G&A, marketing
and research and development, costs incwred with respe:t 1o relocation of Seller fom its
existing space, costs of integralion and other costs and expenses directly related to this
transaction). '

' (vii} “Secondapy Earn-Out Period” shall mean the period beginning on
the first day of the first full calendar quarter following the Initia) Earn-Out Period and continuing

for the four (4) calendar quarters immediately following the Initial Earn-Out Period (cach such
calendar quarter, an “Additional Earn-Out Period™). .

(viii) “Seller Buginess” shall mean (a) :he business and operations (which
include revenues generated fraom the sale and licensing of software solutions, web application
development and hosting services in any stats) associated ex.lusively with the operations of the
Tampa Business Unit following the Closing independent of the remaining business and
aperations of Bridgeline Digital and {b) revenues generated |1y the Royalty Agreement between
Bridgeline Digital and Magnetic Merchants, Inc. dated as of ti-e date hereof. The Seller Businegs
shall specifically include all new business conducted by Bridgeline Digital and its subsidiaries in
the State of Florida following the Closing that is the type of business conducted by Seller
immediately prior to the Closing, provided however that the Seller Business shall not include
business conducted by Bridgeline Digital and its subsidiarics for clients of Bridgeline Digial
who were clients of Bridgeline Digital as of the Closing. Al clients of Bridgeline Digital as of
the Closing that arc located in the Stats of Florida ave listed cn Exhlbit 1.3(6)(0) attached herelo;
such list includes the current quarterly revenue target per cliant. All clients of Seller as of the
Closing that are located in the State of Florida are lisied on £xiibir 1.3()(ii) aitached hereto.

(c) The Bridgeline Digital Stock Certificates shall be released to the
Shareholder by the Escrow Agent upon the satisfaction of the following conditions: one (1)
Bridpeline Digital Stock Certificate shall be delivered to the Sharcholder it the Net Revenue
during an Eamn-Owt Period or Additional Earn-Out Peried, as (he case may be, generated by the
Seller Business equals or excecds $500,000 (the “Net Revenus Target”) and one (1) Bridgeline
Digital Stock Certificate shall be delivered to the Sharcholder if (i) the Posi-Acquisition
Operating Income during the First Barn-Qut Period generatec by the Seller Rusiness equals or
exceeds $60,000, or (ii) the Post-Acquisition Operating [ncome: during an Earn-Out Period (other
than the First Can-Out Period) or Additional Eurn-Qut Period. as the case may be, generated by
the Seller Business equals or exceeds $90,000 (the “Operating Income Target™. The
calculation and audit of the Net Revenue Target and the Operating Income Target shall be made
in aceordance with Section 1.5 below.
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(d) In the event that Shareholder fails t: meet or exceed the Net Revenue
Targel or the Operating Income Target in any quarter during the Initial Earn-Owt Period, then
Shareholder shall continue to be eligible to receive the i“ridgeline Digital Stock during the
Secondary Earn-Out Period in accordence with this Section 1.3; provided, however, that in no
event shall the aggregate Bridgeline Digital Stock issuable: w Shareholder in accordance with
this Section 1.3 exceed the Bridgeline Digital Stock Certifizates, In the event that Sharcholder
has not received the full amount of Bridgeline Digital Stock during the Complete Earn-Out
Period, then the Bridgeline Digital Stock represented by the Bridgeline Digital Stock Certificates
remaijning with the Escrow Agent at the end of the Complete Earn-Out Period shall be forfeited
by Shareholder and retwrned w Bridgeline Digital. Such forfeiture shall be evidenced by a stock
power in the torm attached as Zxhibit 1.3(d).

{6} In the event of (i) any sale of the Sel'sr Business by any mieans, (ii) the
consolidation of the Seller Business with or into any other existing or future business unit or
affiliate of Bridgeline Digital ar (iii) any other recapitalizaticn, reorganization or other svent, in
each case the consequences of which are that the operations of the Seller Business are no longer
able (o be clearly separated from those of the other businesses or business units of Bridgeline
Digital, then, notwithstanding anything to the contrary c:ntained herein, Sharcholder shall
receive the Bridgeline Digital Stock Certificate(s) for the remaining Eam-Qut Periods, as they
would have become otherwise issuable.

1.4. Eam-Qut Consideration,

(8) The Sharcholder shall be entitled to carn additional consideration (the
“Earn-Out”) during the Complete Barn-Out Petiod, in an amount up to $600,000 in the
aggregate payable in cash in accordance with the terms o this Section 1.4 (the “Earn-Out
Congideration'’),

(b) The Eam-Out Consideration shall be pi.id as follows: if the Net Revenue
for an Earn-Out Pericd or Additional Earn-Qut Period, as the case may be, generated by the
Seller Business equals or exceeds the Net Revenue Target, Sharcholder shall receive a cash
payment equal to $25,000; and if (i} the Post-Acquisition ('perating Income during the First
Earn-QOur Period generated by the Sefler Business equals or 2xceeds $60,000, or (ii) the Post-
Acquisition Operating Income dusing an Eamn-Out Period (other than the First Eam-Out Period)
or Additional Eam-Out Period, as the casc may be, generale:. by the Seller Business equals or
exceeds the Operating Income Target, Shureholder shall 1eceive a cash payment equal to
§25,000,

(c)  The Earn-Out Amount (as defined belew) is computed on a quarter-by-
quarter basis and is not cumulative. “Earp~Qut Ameunt” shall mean the amount to be paid to

* Shareholder following an Earn-Out Period, as calculated in accordance with Section 1.4(b).

{d) In the event that Sharcholder falls to raest or exceed the Net Revenue
Target or the Operating Income Targer as set forth in Sectica 1.4(b) in any Ean-Out Veriod
during the Initial Earn-Out Period, then Shareholder shall be ertitled to continue to be cligible to
earn the Earn-Out Amount during the Secondary Eam-Out Period in accordance with this
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Section 1,4;‘ provided, however, that in no event shall the apgregate payments made to
Shareholder in accordance with this Section 1.4 exceed the Exmn-Out Consideration.

(¢)  In the event of (x) any sal¢ of the Se ler Business by any means, (y) the
consolidation of the Seller Business with or into any other existing or future business unit or
affiliate of Bridgeline Digital o (2) any other recapitalization, recrganization or other event, in
each case the consequences of which are that the operation of the Seller Business are no longer
able (o be clearly separated from those of the other busine:ises or business units of Bridgeline
Digital, then, notwithstanding anything to the conirary cuntained herein, Shareholder shall
receive 4 cash payment equal to the Earn-Out Amount for “he remaining Bam-Out Periods as
they would have become otherwise payable.

1.5.  Proparation and Delivery of Notice; Disputus.

(a)  Within forty-five (45} calendar days afier the end of each calendar quarter

(i.e, the three (3) months ended March 31, June 30, Septeunber 30 and December 3! of each
relevant calendar year), Bridgeline Digital shall prepare an income statement reflecting the Seller
Business calculaled in accordance with GAAP for such Earn-ut Period and a related caleulation
of Net Revenue and Post-Acquisition Operating Income for sach Earn-Out Period, such income
statement shall exclude revenue from current customers of liridgeline Dipital listed on Exhibit
1.3¢b}{i} up to the quarterly revenue target per customer set forth in such exhibit. In the event
quarterly revenue attributable to a customer listed on Exhitit 1.3(b)(i) exceeds the quarterly
revenue level for such customer set forth on Exhibit 1.3¢b)(i). then such excess revenue shall be
attributed to the Seller Business and included on the inccme statement (g¢ach such income
statement, Net Revenue and Post-Acquisition Operating [ceome calculation are callectively
referred to herein as the “Income Statement™), Bridgeline Digital shall provide to Sharehclder &
preliminary deaft of the Income Statement within thirty (30) Jays after the end of each calendar
quarler. Promptly following Bridgeline Digital's determinarin of such Net Revenue and Post-
Acquisition Operating Income for an Earn-Out Period, Bridgeline Digital shall deliver the
Income Staiement to Sharcholder, which shail include a statement of the 1otal amount owed 1o
Sharcholder and the Bridgeline Digital Stock Certificates to be issued to Shareholder, if uny,
based on the calculations set forth above (each Income Stateraent and each such accompanying
staternent of the Earn-Out Amount and the Bridgeline Digital Stock Certificates to be issued to
Sharcholder, il any, are collectively referred to herein as the “Motice”).

{b) The Shareholder shall have ten (10} davs from the dete of receipt of 2
Notice to either (i) accept the calculations and conclusions ma:e in the Notice or (fi) give notice
to Bridgeline Digital in writing that Shareholdar intends to dispute the amounts included i the
Notice, and such notice shall set forth in reasongble detail the :lisputed amount and the basis for
such dispute. Any such dispute by Sharcholder must be reasanable and made in good faith, If
Sharchalder accepts the computations, Bridgeline Digital shall pay the Earn-Out Amount to the
Shareholder and instruct the Escrow Agent to deliver the Bridueline Digital Stock Certificate(s)
1o the Shareholder, as the case may be, no later than five (5) d.ys following accepiance of such
contputation.

'(e) If, wi.thin the ten (10) day period povided for in Section 1.5{b),
Shareholder either affirmatively notifies Bridgeline Digital the! it accepts the calculations and
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conclusions made in the Notice or does not otherwise give notice to Bridgeline Digital in writing
that it intends to dispute the amounts included in the Notic:, then within five (5) business days
followlng the expiration of such ten (10) day period provided for in Section 1.5(b) or, if earlier,
the date of Bridgeline Digital’s receipt of such affirmative notice of Shareholder's acceptance of
the calewlations and conelusions made in the Notice, Bridgeline Digital shall pay to Shareholder
the Eam-Out Amount &nd-instruct the Escrow Agen! te caliver the Bridgeline Digital Stock
Certificate(s) lo the Shareholder., :

(d} (i) If Shareholder notifies Bridgeline Digital that it intends to dispute the
amounts included in the Notice in accordance with Section 1.5(b)(ii) above, then Bridgeline
Digital and Sharcholder shall negotiatc in good faith to resol ve the dispate. If Bridgeline Digital
and Shareholder are unable to reuch a resolution within ten (10) business days afer receipt by
Bridgeline Digital of Shareholder's written notice of dispute, then Bridgeline Digital and
Sharcholder shall submit the matter to a mutually acceptable independent public accounting firm
registered with the Public Company Acvounting Oversight Board (PCAOB) (the “Independent
Accounting Firm"), -which shall, within thirty (30) calendar days after such submission,
determine the Earn-Out Amount, if any, and whether the Br.dgeline Digital Stock Certificate(s)
should be delivered 1o Shareholder, The detsrmination of the Earn-Out Amount and whether the
Bridgeline Digital Slock Certificate(s) should be delivered o Shargholder by the Independent
Accounting Firm shall be final, non-appealable and binding o, the parties,

(ii) In the event that the Independent A 3counting Firm determines that the
amounts included in the Natice provided under Section 1.5(a) ars accurate and cormect in all
material respects, then (A) Shareholder shall pay all costs and expenses charged by the
Independent Accounting Firm (the “Enrn-Qut YAF Fee™) and (8) if an Eam-Out Amount is due
and Bridgeline Digital Stock Certificate(s) are to be delivered to $hareholder pursuant to such
Notice, within five (5) business days of the parties’ receipt vf such report by the Independent
Accounting Firm, Bridgeline Digital shall pay such Earn-Owt Amount to Shareholder (which
payment muy be in an amount net of the Earn-Out IAF Fee vtherwise due from Shareholder to
the [ndupendent Accounting Firm, if Bridgeline Dipital chcases in its sole discretion to pay
directly 1o the Independent Accounting Firm the Earn-Out [AF Tee due from Sharcholder) and
Bridgeline Digital shall instruct the Escrow Agent to deliver the Bridgeline Digital Stock
Certificate(s) to Shareholder.

(ili) In the event that the Independent Accounting Firm determines that the
caleulation of the amount of the Net Revenue or Post-Acquisi ion Operating Income included in
the Notice s inaccurate or misstated such that the an Earn-Out Amount would not be payable for
the subject period or that one or both of the Bridgeline Diyitul Stack Certificates should be
delivered to the Sharcholder with respect to the subject period, then (A) Bridgeline Digital shall
pay the Earn-Out JAF Fee and (B) within five (5) business days of the parties’ receipt of such
report by the Independent Accounting Firm, Bridgeline Dig'tal shall pay 10 Sharcholder the
Earn-Out Amount delermined by the Independent Accounting Virm and shail instruct the Escrow

-Agent 10 deliver to Sharcholder the Bridgeline Digital Stock Certificate(s) as determined by the
Independent Accounting Firm.
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1.6 Closing, The cloging (the “Clesing”) of the transactions contemplated by this
Agreement shall take place simullaneous with the execution of this Agrsement (the “Closing
Date™), at the offices of Shumaker, Loop & Kendrick, LLP. 101 E. Kennedy Blvd., Suite 2800,
Tampa Florida.

ARTICLE 11
REPRESENTATIONS AND WARRANTIES OF SELLYR AND THE SHAREHOLDER

In order to induce Bridgeling Digital to enter into (his transaction, the Seller and the
Shareholder represent and warrant 1o Bridgeline Digital that, =xcept as set forth in the disclosure
schedules of Seller (the “Disclosure Schedules™), the statements made in this Article I are true
and correct as of the date hereof, except to the extent such representations and warrantics ure
specifically made as of a particylar date (in which case such representations and warranties will
be true and correct as of such date). The Disclosure Schedule will be armnged in paragraphs
corrosponding to the numbered and lettered sections coriained in this Article JI and the
disclosure in any paragraph shall qualify other sections in this Article I1 to the extent that it is
apparent from a reading of such disclosure that it also qualifi:s or applies te such other sections.
Whenever in this Article 11 the term *“to the knowledge of the Seller” {s used, it shall mean the
actual knowledge of Jennifer Bakunas and Kenneth Rakunas,

2.1, Organization and Corporate Pawer. Sellr is a corporation duly organized,
validly existing and in corporate good standing under the Jaws of the State of Florida und has the
power and awhority 10 tarry on its business ss presently conducted. There is no other
jurisdiction wherein the character of its property, or the nature of the actvities presently
conducted by it, makes qualification to do business as a foruign corporation necessary, except
where the failure to be so qualified will not have a Material Adverse Effect on the Seller. For
purposes of this Agreement, the term “Muterial Adverse Effeqt®, when used with respect to any
party to this Agreement, means a materia) adverse effect upon the results of operations, financial
condition; assets, liabilities, intellectual property, tangible preperties or business of such entity,
taken as a whaole.

2.2 Authorization. Seller has the right, power 2:d legal capacity and has taken all
necessary legal director and sharcholder action required for the due and valid authorization,
execution, delivery and performance by Seller of this Agreamnent and any other agreement or
instrument cxecuted by Seller in connection herswith (collectively, the “Transaction
Documents”) and the consummation of the trangactions contimplated herein or thergin. This
Agreement is, and to the extent thal Seller is a party thereto, ez:2h of the Transaction Documenis
is, a valid and binding cbligation of Scller enforceable in accordance with its respective 1erms,
¢xcept ta the extent that such enforcement may be subject to applicable bankruptey,
reorganization, insolvency, frandulent conveyance or other laws affecting creditors' rights
generelly and to the application of general equitable principles,

o2 No Conflicts. Except as set forth on the Disclosure Schedule, the execution,
delivery and performance of this Agreement and the Tiansaction Documents and the .
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consummation of the transactions contemplaied hereby anc thereby by Seller does not and will
not violate, conflict with, result in a breach of or constitute i default under (or which with notice
or laps¢ of ume, or both, would constitute a breach of or default under), or result in the creation
of any lien, security interest or other encumbrance under (a) any note, agreement, contract,
license, instrument, lease or other obligation to which Seller is a party or by which Seller is
bound, and for which Seller has not previously obtained :. written waiver of such breach or
default, which waiver has been delivered to Bridgeline Digital, except where such violation
would not have Material Adverse Effect on Seller, (b) any judgment, order, decree, ruling or
injunetion known and applicable to Seller, (c) any statute, law, regulation or rule of any
governmental agency or authority, or (d) the anticles of invorporation, by-laws, organizational
documeats or equivalent documents of Selier (collectively, the “Seller Charter Documents™),
Thig Agreement and the transactions contemplated hereby have been unanimously approved by
Scller's Board of Directors and approved by the Shareholdsr, as required by the Seller Charter
Documents, and do not require any further legal action or auhorization, and are not and will not
be subject 1o any right of first refusal, pur, cell or similur righ..

24, Goyernment Approvals. Except for filing with and acceptance by the
Delaware Secratary of State and Florida Secretary of State ¢:° applicable merger certificates, no
consent, approval, license, order or authorization of, or registration, qualification, declaration,
designation, or fillng (each a “Consent™) with any court, arbi ral tribunal, administrative agency
or comrmission or other governmental or regulatory agency {¢ach a “Governmental Entity™), is
or will be required on the part of the Selfer in connectior with the execution, delivery and
performance of this Agreement, the other Transaction Documents and any other agreements Or
instruments executed by Seller in connection herewith or therewith, the failure of which would

have a Material Adverse Effect on Seller.

2.5. Authoriz d_Outstunding Equity Interests. Seller hus 2,000 shares of
common stock, no par value, anthovized under its Articles of Incorporation, all of which are
validly issued and outstanding and held by the Sharcholder. Huch equity interests are free from
any restrictions on transfer, except for restrictions imposed hy federal or state securities laws.
There are no voling agreements, voting tusts, registratica rights, rights of first refusal,
precmptive rights, buy-sell agreements, co-sale rights, or other restrictions applicable to any
capital stock or equity interests in Seller. There are no opti-ns or warrants {0 acquire capital
stock of Seller. All of the issued and outstanding capite! stock in Seller was issued in
transactions complying with or exempt from the registration requirements of the Securities Act
of 1933, as amended (the “Securities Act”) and any applicabl: state “blue sky” laws, There are
no equity {merests in Seller that consist of contractual or so-cal.2d “phantom” equity interests.

2.6. Subsidiaries. Setler does not have any subsidiaries. Seller does not have any
mvestment or other interest in, or any outstanding loan or advance to or from, any person or
entity, including, without limitation, any officer, director or sha -shoider.

2.7, Financisl Information. Seller has previously delivered to Bridgeline Digital
the unaudited balance sheet of Seller as of December 31, 2009 and December 31, 2010 and the
profit and loss statements for the years then ended (collectiveli, the “Annusl Seller Financial
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Statements”). In addition, Seller has previously deliverec. to Bridgeline Digital the unaudited
balance shect of Seller at August 31, 2011, and the related siatements of earnings and cash flows
for the eight months then ended (the “Interim Seller Finar cial Statements™), The Amnual and
. Interim Seller Financial Statements present fairly, in all material respects, the financial condition-

and results of operations of Seller as of and for the relevint periods and have been prepared
from, and are consistent with, the books and records of Seller, except that the Interim Seller
Financial Statements omit financial information relating 10 the two subsidiaries of Seller at
August 31, 2011 and for the eight months then ended. Ecept as set forth on the Disclosure
Schedule, Seller has no liability, contingent or otherwise, wiich is not adequately reflected in or
reserved agalnst in the Annual or Interim Seller Financial Siateraents that is reasonably likely to
materially and adversely affect the financial condition of Seller. Except as set forth in the
Interim Seller Financial Statements or on the Disclosure Schedule, since Auguse 31, 2011 (the
“Balance Sheet Dute™), (i) there has been no changy in the :usiness, property, assets, liabilities,
condition {financial or otherwise), operatiuns, vesults of operations, affairs or prospeets of Sellér
except for changes In the ordinary course of business which, in the aggregate, would not have a
Material Adverse Effect, and (ii) none of the business, moperty, sssets, liabilities, condition
(financial or otherwise), operations, resulls of operations, affzirs or prospects of Seller have been
.malerially adversely affecled by any occurrence or development, in the aggregate, whether or not
insured against. Seller is solvent, and the Pre-Merger EBITIVA (as defined below) of Seller was
at least equal to $-35,000 for the six months ended June 30, 2011. “Pre-Merger EBITDA” shali
mean net income increased by interest sxpense, taxes, depreciation and amortization on a cash
basls. ‘

2.8. Events Subseguent to the Balance Sheei Diate. Except as set forth on the
Disclosure Schedule, or in the Seller Financial Statements, since the Balance Sheet Date, Seller

has not, in exccss of $5,000 (D) issued any equity Interest, (ii ) borrowed any amount or incurred
or become subject 1o any material ligbility (absolute, aceru:d or contingent), except liabilities
under contracts entered into in the ordinary course of business, (i) discharged or satisfied any
lien or encumbrance or incurred or paid any obligation or liabillly (absolute, accrued or
contingent) other than current liabilities shown on the Seller F'nancial Statements and incurred in
the ordinary course of business, (iv) declared or made any payment, other than ordinary
payments of compensation in amounis consistent with the historic levels, or distributions to
Sharcholder or purchased or redeemed any Shares or other equity interests, except for the
exercise ol stock options or similar rights, (v) mortgaged, pledged or subjected to lien any of its
assels, tangible or intangible, other than liens of current reul property taxes not yet due and
payable or such liabilities or oblipations which would not Fave a Material Adverse Effect on
Seller; (vi) sold, assigned or transferred any of its tangible ass-4s except in the ordinary course of
business, or canceled any material debt or ¢luim, except in the: ordinary course of business, in an
individual amount in excess of $2,500, or $7,500 in the apgregate, (vil) sold, assigned,
transferred or granied any license with respect to any patenl, trademark, trade name, service
mark, copyright, trade secret or other intangible asset, excepl pursuant o license or other
apreements entered mio in the ordinary course of business, in an individual amount in excess of
$2,500, or $7,500 in the aggregate, (viii) suffered any material loss of property or knowingly
waived any right of substantial value whether or not in the ord:nary cowrse of business, (ix) made
any change in officer compensation, (x) made any material change in the manner of business or
operations of Seller, {xi) entered into any transaction except in the ordinary course of buginess or
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& otherwise contemplated hereby, pr (xii) entered int: any commitmeént (contingent or
otherwise) 1o do any of the foregoing.

2.9, Litigation, There is o litigation or gover:mental procesding or invesiigation,
pending or, to Seller's knowledge, fweatened, against Seller or effecting any of Seller's
properties or assets, or against any direqtor, officer, key employee, present or former shareholder
of Seller in his or her capacity as such, for to Seller’s knowl:dge has there aceurred any event or
does there exist any condition on the tasis of which any liigation, proceeding or investigation
might properly be instituted. To Seller|s knowledge, Seller is not in default with respect 10 any
order, writ, injunction, decree, ruling for decision of any ¢owrt, commission, boerd or other
government agency, except for such opder, writ, injunction, decree, ruling or decision which
would not have a Material Adverse Effeft on Seller. '

2.10, ;inents. Seller is in compliance with
the Seller Charter Documents, and in o]} material respects with the provisions of each morigage,
indenture, lease, license, other agreemert or instrument, judgment, decree, judicial order, statute
and regulation by which it is bound qr to which its propurties are subject and where non~
compliance would not have a Material AHverse Effect on Sellur.

21, Tages.

foreign net income, alternative or add-o minimum tax, estimated, gross income, gross receipts,
sales, use, ad valorem, value sdded, trgnsfer, franchise, capital profits, lease, service, license,
withholding, payroll, employment, excise, severance, stamp, occupation, prémium, property,
environmental or windfall profil taxes, customs, duties and other taxes, governmental fees and
other like assessments and charges of any kind whatsoever, together with all interest, penalties,
additions to tax and additional amounts with respect thereto, und the term “Tax" means any one
of the foregoing Taxes. The term “Tax Returns” as used hervin means all returns, declarations,
reports, claims for refund, information statements and ott:r documentis relating to Taxes,
including all schedules and attachments thereto, and including all amendments thereof, and the
term “Tax Return” means any one of the foregoing Tax Retumns. “Tax Authority” means any
governmental authority responsible for the imposition of any Tax.

{a)  The term “Taxes” £ used in this Agree nent means all federal, state, local,

(b)  The Seller has timely filed all Tax Returr.s required to be filed by il and has
paid all Taxes owed (whether or not shown as due on such retusns), including, without limitation,
all Taxes which Seller is obligated to withhold for amourts paid or owing to employess,
creditors and third parties. All Tax Returns filed by Seller were complete and correct in all
material respects. Except as set forth on the Disclosure Sched . Je, none of the Tax Returns filed
by Seller or Taxes payable by Sclier have been the subject of un audit, action, suit, proceeding, -
claim, examination, deficiency or assessment by any governme:tal authority, and no such audit,
action, suif, proceeding, claim, examination, deficiency or asse;sment is cusrently pending o7, o
the knowledge of Seller, threatened. Except as set forth on the (isclosure Schedule, Seller is not
currently the beneficiary of any extension of time within which (o file any Tax Return, and Seller
hes not waived any statute of limitation with respect to any Tux or agreed to any extension of

{(MOL.L -11-




time with respect to a Tax assessment t)dcﬁcicncy. All material elegtions with respect lo Taxes
with respect to Seller, as of the ClosingDate, are set forth in ‘he Seller Financial Statements or in
the Disclosure Schedule.

(c) To the best of te Seller’s knowledy;2, no circumstances exist or have
¢xisied which would constitute groundp for assessment agz.ust Seller of any tax liability with
respect to any period for which Tax Returns have been file?, including, but not limited 0, any
circumstances relating to the existence 4f a valid subchapter 3 corporation election for Seller for
any such period. The Seller's election fo be taxzd as a subchapter S corporation uader Section
1361 of the Code has been in effoct thrpughout the existence of the Seller and, accordingly, the
Seller has never been subject to any fedgral income tax by re:son of being & “C Corporation” (as
that term is defined in the Code), No pharehoider is a noncesident alien for purposes of U.S.
income taxation, including for purposes bf Section 897 of the Code,

Z

(dd Ncither the Selleg nor the Shareholder is a party to any Tax sharing
agreement or similar arrangement. The Seller has never been a member of a group filing a
consolidated federal income Tax Return fother than a group the common parent of which was the
Seller), and neither the Seller nor the SHareholder has any ligbility for the Taxes of any Person.
“Person” shall mean an individual or eftily, including a pannership, limited liability company,
corporation, association, joinl stock company, trust, joint venture, unincorporated organization or
Governmental Entity (or any department] agency, or political ;;ubdivision thereof).

{¢)  There are no liens Jor Taxes upon any of the assets, The unpald Taxes of
Seller did not, as of December 31, 2010] exceed by any matesal amount the accruat for current
Taxes (as opposed to any accrual for diferred Taxes established to reflect timing differences
between book and Tax income) as shownjon the Annual Seller Financial Statements, and will not
oxceed by any material amount such regerve as adjusted fo: the passage of time through the
Closing Date in aceordance with the pascustom and practice of Seller in filing its Tax Retums.
Seller has nat incwred any liability for Faxes from Jampary |, 2011 through the Closing Date
other than in the ordinary course of businpss consisient with pust practice, Seller s not obligated
to file any Tax Return in any jurisdicfion (whether foreign or domestic) other than those
jurisdictions in which it currently files Taf Returns.

(f)  Each Plan (as defifed in Section 2.22) that is a non-qualified deferred
compensation plan subject to Seciion 409A of the Code bas been operated in good faith
compliance with Section 409A of the Cde and IRS Notice 2:305-1 since January 1, 2005 and
Seller does not have, and does not expeft 1o have any future, Tax withhalding obligation in
respect of Section 4054 under any Flan,

(8)  Selior is not a partyfto any agreement, ¢:mtract, grrangement of plan that
has resulted or would result, separately of in the aggregate, s the payment of (1) any “excess
parachute paymenis” within the meaning fof Section 280G of the Code (without regard 10 the
exceptions set {orth in Sections 2806(b)(4% and 280G(b)(5) of the Cade).
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_ (h)  Seller has not been a United States rea; property holding corporation within
the meaning of Section 897(c)(2) of the Code during the a:plicable period specified in Section
897(c)(1)(A)(2) of the Code.

2.12. Real Pruperty.

(8) The Digclasure Schedule sets forth "he addresses and uses of all real
property that Seller owns, leases or subleases, and any lien or encumbrance on any such owned
real property or Seller's leasehald interest therein, specifying in the case of cach such lease or
sublease, the name of the lessor or sublessor, as the case may be, the lease term and tho rental
obligations of the lessee thereunder,

(b)  There are no defaults by Seller under any existing leases, subleases or other
contractual obligations pertaining to real property that Seller 7wns, leases or subleases, and to the
best knowledpe of Seller, by any other parly, which might curtail in any material respect the
present use af Seller’s property listed on the Disclogure Schedule.

2.13, Personal Property & Capital Equipmet. The Disclosure Schedule sets
forth a full and complete list of all personal property, incl:ding capital equipment, owned or
leased by Seller which has a book value in excess of $500. T'xcept as set forth on the Disclosure
Schedule, and except for property sold or otherwise disp:sed of in the ordinary course of
business, Seller has good and marketable title, frec and clear of any lien, charge, restriction or
encumbrance, 1o all of such personal property. All material iems of such personal property used
in the operation of the business of Seller are in good operatisg condition, normal wear and tear

accepted,

2.14, Intellectual Property.

() The “Seller Intellectua] Property™ co-sists of its rights in its corporate
name, the domain names and URLs set forth on the Disclosure Schedule, the texiual information
contained in its web site, and its rights under licenses for standard off-the-shelf softwars such as
Microsoft Office, customer and supplier lists; know-how and ¢ 2ow-how righis.

(b) The Seller Intellectual Property consist:. solely of ilems and rights which
are either: (1} owned by the Seller; (i) in the public dornain; or (iii) rightfully wsed and
authorized for use by the Seller and its suceessors pursuant to a valid license. The Seller has al
rights in the Seller Intellectual Property necessary to commercially exploit the same in
connection with the such party’s current, former, and planned or scheduled activities in all
geographic locations and fields of use in which the Seller currently operates or is scheduled to
operaie, and to sublicense any or all such rights to third parties, including the right to grant
further sublicenses. The Seller owns or hes the right to uge all Intellectual Property necessary (i)
lo provide the services provided by the| Seller to other parties, or (ii) to operate the Seller’s
internal gystems that are material to the busingss or operations of the Seller, Including, without
limitation, computer hardware systems, s¢ftware applications ad embedded systems (the “Selfer
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Lnternal Systems™). The Seller Intellectual Property, 10 the Seller’s knowledge, and the Seller
Internal Sysiems are free from significant defiects or programiming errars which interfere with the
operation and use of the Seller Intellectual Property and Seller Internal Systems.

() The use, reproduction, modification, 'istribution, licensing, sublicensing,
sale or any other exercise of rights by the Seller with respect to any of the products of the Seller
currently being licensed or sold or that are currently being; developed, including all hardware
products and tools, software products and tools, and service: that are currently licensed, offered
or under development by the Seller (the “Seller Products and Services™) does not infringe any
intellectual property right, right of privacy, or right in personal data of any person or entity. No
claims (i) challenging the validity, effectiveness or ownership by the Seller of any of the Seller
Intellectual Property, or (i) to the effect that the use, reproduction, modification, manufacturing,
diswibution, licensing, sublicensing, sale or any other exercis: of rights by the Seller with rzspect
to any of the Seller Products and Services infringes or will infringe on any inteilectual preperty
or other proprietary or personel right of any person, have bzen esserted to the Seller ar, to the
knowledge of the Seller, are threawned by any person, nor 10 the knowledge of the Seller, are
there any valid grounds for any bona fide claim of any such kind. To the knowledge of the |
Seller, therc are no pending or unissued patent rights which infringe upon or impair the Seller
Intellectual Property. To the knowledge of the Seller, there i+ 00 unauthorized usg, infringement
or misappropriation of any of the Seller Intelleciual Proper.y by any third party, employec or

former employee.

(d) To the knowledge of the Seller, none o:" the Seller Internal Systems, or the
use thereof, infringes or violates, or constituies & misapproplation of, any intellectual property
rights of eny person or entity.

2.15.  Agreements of Directors, Officers. Emplovees and Consultantg. To Seller’s
knowledge, no current or former officer or employee of or consuitant to Seller is in violetion of
any term of any employment contract, non-competition agreenent, non-disclosure agreement or
other contract or agreement containing restrictive covenants zlating to the conduct of any such
gurrent or former shareholder, officer, employee, or consultant or otherwise relating to the use of
trade secréts or proprietary information of others by any such ':erson. Jennifer Bakunas currently
serves as a director and the CEQ, President, Treasurer and Se:retery of Seller, and Ken Bakunas
currently serves as a Director and the Chief Technology Ot¥icer of Seller. They are the only
current officers and directors of Seller, and each was duly ¢ ected and is presently serving as
such officer or director. Set forth on the Disclosure Schedule is a list of all current employees of
Seller. Since January 1, 2011, Seller has not paid or become committed to pay any bonus or
similar additional compensalion to any officer, director or employee of Seller, ather than bonuses
for employee of the month (n the amount of $250 per month.

2.16, Governmental Licenses. Seller has all the material permits, licenses, orders,
tranchises and other rights and privileges of all federal, state, local or foreign governmental or
regulatory bodies necessary for Seller to conduet its business as presently conducted. All such
permits, licenses, orders, franchises and other rights und privileges are in full force and effect
and, to Seller’s knowledge, no suspension or cancellation of ar.y of them is threatened, and none
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of such permits, licenses, orders, franchises or other righ s and privileges will be Materially
Adversely Affecied by the consummation of the transaction: contemplated by this Agreement or
any ol'the Transaction Documents.

217, List of Material Contracts and Commitments. The Disclosure Schedule sats

forth a complete and accurate list of all material contracts to which Seller are a party or by or to
which any of its assets or properties is bound or subject. As1sed on the Disclosure Schedule, the
phrase “Seller Material Contraet” means and includes every material agreement or material
understanding of any kind, written or oral, which is legally ¢:aforceable by or against Seller, and
specifically includes without limitation (a) contracts and ot:er agreements with any current or
former officer, director, employee, consultant or sharcholder or any partnership, company, joint
venture or any other entity in which any such person or entity has an interest; (b) agreements
with any labor union or association representing any Seller employes; (c) contracts and other
agreements for the provision of services other than by employees of Seller which entail a
reasonably foreseeable financial consequence to any contracting party of at least $15,000; (d)
bonds or other security agresments provided by any party in connection with the business of
Seller; (e) contracts and other agreements for the sale of any of the assets or properties of Soller
ather than in the ordinary course of business or for the grint to any person or entity of any
preferential rights 1o purchase any of said assets or properties; (f) joint venture agreements
relating to the assets, propartles or business of Seller or b, or to which any of its assets or
properties are bound or subject; (g) contracts or other agreanents under which Seller agrees o
indemnify any party, to share tax liability of any party, or t; refruin from competing with any
party; (h) any contracts or other agreements with regard to ary indebtedness of Seller; or (i) any
other contract or other agresment whether or not made in the ordinary course of buslness and
involving & reasonably foreseeable financial consequence to any contracting party of at least
$15,000. Seller has delivered to Bridgeline Digital true, comuct and complete copies of all such
contracts, together with all modifications and supplements thereto, Except as set forth on the
Disclosure Schedule, sich of the contracts listed on the Disclosure Schedule is in tull force and
effect.  Seller is not in breach of any of the material provisions of any such Seller Material
Contract, nor, to the best knowledge of Seller, is any other pt: ity to any such contract in detanlt
thereunder, nor does any event or condition exist which with notice or the passage of time or
both would constitute a'default of a material provision thereur.der, except for any such breach or
default that individually and in the aggregate would not have a Materia) Adyerse Effect on
Seller, Seller has performed in all material respects all obligesions required 1o be performed by
themn under each such contract as of the Closing.

2.18. Government Contracts.

(8)  The Disclosure Schedule sets forth a true, coreet and complete list of all
curenily sctive contracts and contracts corpleted within the last six years between Seller, on the
one hand, and any Governmental Entity, prime contractor to 1 Governmental Entity, or higher
tler subcontractor 1o a prime contractor to’a Governmental Entity, on the other hand
(“Gavernment Contracts™), Seller s not in breach of or default under any such Government
Contract, and no event or circumstance has ocourred that, with the giving of notice or the lapse
of time or both, would constitute such breach or default, and all representations and certifications
made by Seller with respect to-such Government Contracts wer accurale in ail taterial respects
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as of their effective dare and Seller has fully compliec with all such representations and
certifications in all material respects. No other party 1o 21y such Government Contract is in
breack thereof or default thereunder and, to the best knowledge of Seller, no event or
circumstance has occurred that, with the giving of notice or the lapse of time or both, would
constitute such a breach or default,

(b)  Except as set forth on the Disclosure Schedule, none of the Government
Contracts (including task orders, delivery orders or othe: ordering documents) conotain any
special or unique pricing arrangements, including, without limitation, “most favored nation” or
price reduction clauses. Seller is not in material breach of or default under any such pricing
arrangemients or clauses, and no #vent or circumstance has occurred that, with the giving of .
notice or the lapse of 1ime or both, would constitute such breach or default.

(¢) During the last five years, no Governrnental Entity, and no competiter or
other customer of ar supplier to Scller, has conducted, initialed or requested, nor has threatened
in writing to conduct, initiate or request, any investigation, ac'ion, suit or proceeding with respect
to the obligations of Seller under any Government Contract, including any contract compliance,
ethical or procurement integrity issues.

{d) Neither Seller nor any of its respective officers or employces are currently,
or have been within the last three years, debarred or suspended from doing business with any
Governmental Entity, or is (or during such pericd was) the subject of a finding of non-
responsibility or ineligibility for U.5. Government contracting.

(¢)  Except as sel forth on the Disclosure iichedule, Seller does mot currently
hold, or since June 30, 2005 has not been awarded, any non-standard or special “GSA Schedule
Contract” including without limitadon any blanket purchase agreement.

(f)  Except as provided on the Disclosure Si.aedule, between Junc_30, 2004 axfd
the ‘date hereof, Seller has not entered into any Government Contract or submitted any bid
outside of the ordinary course of business and consistent with past practice.

(@) The Discloswe Schedule sets forth, us of this Agreement & true and
complete Jist of all facility security clearances held by feller, and all personnel security
clearances held by any otticer, director or employee of Seller, Seller possesses all necessary
seclrity clearances, licenses and permits for the executisn of its obligations under any
Government Contract to which it is » party, and, 10 the best knowledpe of Seller, there is
presently no investigation, review or proceeding thai coul¢ reasonably result in a denial or
termination of eny such ¢learance, license or permit. '

(h) Except as provided on the Disclosure Schedule, no Governmental Entity,
prime contractor or higher tier subcontractor has disallowed, or given written notice of an intent
to disallow or otherwise questioned, any costs proposed, estimated, incurred, recorded, billed or
otherwise claimed for reimbursement by Seller regurding any Government Contract that has not
been finally closed out, including with respect to eny incurred cost submission fo &
Governmental Entity by Seller. Each outstanding sudit refort by any Governmental Entity
periaining 1o such costs is identified on the Disclosure Scheduli:.
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(i}  Except as set forth in the Disclosure §.zhedule, there are (i) no outstanding
wrillen claims sgainst Seller, elther by the 1.8, Government or by any prime contrasior,
subcontractor, veador or other third party arising under or rslating 10 any Government Coniract
referred to in the Disclosure Schedule, and (i) no written disputes between the Seller, on the one
hand, and the U.8. Government, on the other hand, under thx: Contract Disputes Act or any other
Federal staute or between Seller, on the one hand, and any prime contractor, subcontractor or
vendor, on the other hand, arising under or relating to any such Government Contract,

2,19, Ethical apd Compliance Practices.

{a) Excecpt as permitied under applicable . 4w, Satler hag not offered or given
anything of value to any official of a Governmental Entity, any political party or official thereof,
or any candidale for political office (i) with the intent of inducing such Person to use such
Person’s influence with any Govemmental Entity to affect or influence any act or decision of
such Govermmental Entity or assist Seller in obtaining or retaining business for, or with, or
directing business to, any Person or (ii} constituting a bribe, kickback or illegal or improper
paymant to nssist Seller in obtaining or retaining business for or with any Governmental Entity.

(b)  Prior to the date hereof, Seller has provided or made available 1o Bridgeline
Digiral all applicable formal, internally or externally publishud und written policies of Seller on
ethical practices and compliance. To the best kmowledge of Seller, Seller and its officers,
directors and employees are in compliance in all materfal resp2cts with such policies.

2.20. Accounts Receivable, The Disclosure Schrdule sets forth a full and complete
list of Seller’s accounts receivable and accounts receivable reserve as of close of business on the
date immediately preceding ihe Closing Date. Except as set farth on the Disclosure Schedule, oll
accounts reflected on the Seller Financial Statements, ard all accounts receivable arising
subsegquent to the date of such balance sheets, have arisen in " he ordinary course of business and
represent valid obligations owing to Seller. Except ag set fo.th on the Disclosure Schedule, to
the best knowledge of Seller, none of Seller's receivables ure subject to any claim of offset,
recoupment, setoff’ or countorclaim and Seller has no kn.owledge of any specific facts or
circumstances (whether asserted or unasserted) that could ;ive rise to any such claim. No
material amount of receivables is contingent upon the perforr ance by Seller of any obligation or
contract other than normal warranty repair and replacement. 1\o person has any lies on any such
receivables and no agreement for deduction or discount has buen made with respect to any such
receivables, Except as set forth on the Disclosure Schedule, 1o the best knowledge of Seller, all
of Seller's accounts and notes receivable reflected on the S:ller Financial Statements and all
accounts and notes receivable arising subsequent to the ate of such balance sheets are
collectible in full by Seller in the ordinary course of business. :

2.21, Insurance Coverage. The Disclosure Schedule herelo contains an accurate
summary of the insurance policies currently maintained by S:lier. Except as described on the
Pisclusure Schedule, there are currently no claims pending against Seller pursuant to any
:}nsﬁifﬂn(‘ﬁ policy currently in effect and covering the property, the business or the employees of
Seller.
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2.22, Emplovge Matters. Except as set forth or: the Disclosure Schedule, neither the
Seller nor any person that together with the Seller would be treated as a single employer (an
“ERISA Affiliste™) under Section 414 of the Code has estat/ished or maintains or is obligated to
contribute to (2) any honus, severange, stock option, ot other type of incentive compensation
plan, program, agreement, policy, commilment, contract or arrangement (written or oral), (&) any
pension, profil-sharing, retivement or other plan, program or amangement, or {(c) any other
employae benefit plan, fund or program, including, but not I mited 10, those described in Section
3(3) of the Employee Retirement Income Security Act of 974, as amended ("ERISA™). All
such plans (individually, a “Plap” and collectively, the “Plans™ have been operated and
administered in all material respects in accordance with their terms, as applicable, with the
requirements prescribed by any and all statutes, orders, rules and regulations, including but not
limited to ERISA and the Code. No act or failure to act by Scller has resulted in, nor does Setler
have knowledge of a non-exempt “prohibited transaction” (a: defined in ERISA) with respect to
the Plans. Neither Seller nor any ERISA Affiliale maintains or has ever maintained or
contributed to any Plan subject to Title IV of ERISA. With 1espect to the employees and former
employees of Seller, there aré no employee post-retirement medical or health plans in effect,
except as required by Section 4980B of the Code. Seller has funded, or made adequate reserves
for, the full amounts of the employer contributions that are re:juived under the terms of said plan
to be paid by Seller with respect to the year ended Decembe - 31, 2010 and the peried from and
Including January 1, 2011 through and including the Clesing 1)ate.

2,23, Customers. Except as set forth on the Disclosure Schedule:

(&) The reletionships of Seller with ils sigrificant customers are good .
commercial working relationships and no significant cus:omer of Seller has canceled or
otherwise terminated, or 10 Seller’s knowledgs, threatened t cancel or otherwige W terminete
any contract with Seller prior to the end of its term und, to Seller’s knowledge, the
consummation of the transactions contemplated hereby will -0t materially adversely atfect ihe
relationship of Bridgeline Digital with any such customer. '

(b}  To Seller's knowledge, no supplier or customer has notificd Seller that it
intends to cancel or otherwise substantially modify its relationship with Seller or to decrease
materially or limit its services, supplies or materials to Seller, or its usage or purchase of the
services of Seller, and, to Seller’s knowledge, the consummation of the transactions
contemplated hereby will not materially adversely affect the relationship of Bridgeline Digital
with any such supplier.

2.24. No Brokers or Finders. No person or entity 4as or will have, as a result of the
actions of Seller, or the Sharcholder, any right, interest or clz:m against or upon Seller, or the
Sharcholder for any commission, fee or other compensation as .5 finder or broker arising from the
transactions contemplated by this Agreement.

2.25, Transactions wich [nsiders, FExcept as set 1orth on the Disclosure Schedule,
r.herc: are no currently outstanding loans, eases or other conlracis between Seller and any officer
or director of Seller, or any person or entity owning five percent (5%) or more of the total
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number of Shares, or any respective family member or affiliats of any such officer, director or
sharcholder,

2.26.  Guarantees. Except as set forth on the Disclosure Schedule, Seller has not
assumed, guaranteed, endorsed or otherwise become directly or contingently liable on or for any
indebledness of any other person or entity, except guarariees by endorsement of negotiable
instruments for deposit or collection or similar transactions in the ordinary course of business.

2.27. Bunk Accounts, Signing Authority, Powes of Attorgey. Except as sel forth

on the Diselosure Schedule, Sellet does not have an account or safe deposit box in any bank and
no person or entity has any power, whether singly or jointly, o sign any checks on behalf of
Seller, to withdraw any money or other property from any bank, brokerage or other account of
Seller, or to act pursuant 1o any power of attorney granted hy Seller at any time for any purpose.

2.28. Books and Recards, The books and re.ords of Seller made available to
Bridgeline Digital for inspection include copies of the by-law: and other goveming documents a3
currently in effect and accurately record therein in all materi.:] respects all actions, proceedings,
consents and meetings of the Board and sharcholder of Seller and any commitrees thereof,

2.29. Privacy and Data Colleetion, Seller bas ut all timee complied with all laws
and regulations relating or applicable to privacy, publicity, data protection, collection, storage,
transfer, release and use of personal information and user information gathered or actessed in the
course of the business and operations of Setler. Seller has a. all times complied in all material
respects with all rules, policies and procedures established by Seller from time to time with
respect to privacy, publicity, data protection, collection, stoage, transfer and use of personsal
information and user information gathered or accessed in the course of the business and
operations of Seller (collectively, the “Seller Privacy Policies™), noncompliance with which
would result in a Material Adverse Effect on Seller. No claims have been asserted or, to the
knowledge of Seller, threatened against Seller by any Person or govermmental entity alleging 2
violation of such Person’s, or any other Person’s, privacy, publicity, personal or confidentiality
rights under apy such laws, or a breach or other violation of :ny of the Seller Privacy Policies,
where such violation would have a Material Adverse Eff.ct on Seller. Seller has taken
commercially reasonable measures {including but not limited 10, implementing and monitoring
compliance with adequate mensures with respect 1o technica and physical security) to ensure
that persenal and consumer information is prowected againit loss and against unauthorized
access, use, modification, disclosure or other-misuse. To the knowledge of Seller, there has been
no unauthorized access to, use, modification, disclosure or viher misuse of such information.
Neither the execution, delivery nor performance of this Apreernent or the consummation of the
uansaction contemplated hereby shall result in any breach or violation of the Seller Privacy
Policies or violate any Law with respect to such data or informeiion.

2.30. Foreign (_30rru|gt Fractices Act. Seller has ot waken any action which would
cause such party to be in violation of the Foreign Corrupt Practices Act of 1977, as amended, or
any rules and regulations thersunder. There is not now, wnd there has never been, any

3
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eniployment by Seller of, or record ownership in the Seller by, any goveramental or political
official in any country in the world.

2.31, Disclosure. Neither the representations cr warranties made by Seller in this
Agreement, nor the Discloswe Schedule or any other cerlificate executed and delivered by Seller
pursugat to (his Agreement, when taken together, contains any untrue statement of a material
fact, or omits to state a material fact necessary to make the statements or facts contained herein
or therein not misleading in light of the circumstances under  which they were furnished.

ARTICLE II1

REPRESENTATIONS, COVENANTS AND RIGHTS OF SHAREHOLDER

In order 1o induce Bridgeline Digital to enter infc this transaction, the Shareholder
represents and warrants to Bridgeline Digital that the statemeats made in this Article I} are bue
and comrect as of the date hereof, except to the cxtent such representations and warrenties are
specifically made as of a parficular date (in which case such representations and warranties will
be true and correct as of such date).

3.1 Ownership of Shares. The Shareholdur has valid title to and owns
beneficially and of record all of the 2,000 outstanding share: of Seller common stock, and has
good and marketable title to such Shares, free and clear of an, and all tranefer testrictions (other
than those Imposed by relevant securities laws), options, liens, claims, pledges, voting trusts and
agreements, secwrity interests, charges und other restrictions or encumbrances of any kind or
nature, The Sharcholder has the absolute and unconditional right, power, authority and capacity
10 execut® and perform this Agreement and any of the Transartion Documents 1o which she is a
party and to consummate the transactions contemplated hereby. The Shareholder has not granted
any option or other commitment or is not otherwise a part to or bound by any agreement
obligating the Shareholder to sell, pledge or otherwise grant any interest in the Shares to any
PErson Or entity, :

3.2 Authorization. The Transaction Documents shall include all documents.
executed and delivered at the Closing 1o which the Shareholder is a party. This Agreement and
cach of the Trunsaction Documents to which the Shareholder i+ a party have been duly executed
and delivered by the Sharcholder and constitute the valid and binding obligations of the
Shareholder enforceable against the Sharsholder in accordance with their respective terms,
except o the extent that such enforcement may be suiject to applicable bankruptey,
reorpanization, insolvency, fraudulent conveyance or other laws affecting creditors” rights
generally and \o the application of general equitable principles,

33, No Conflicts. The execution, delivery and peiformance of this Agreement znd
the Transaction Documents and the consummation of the transictions contemplaied hereby and
thereby by thc Sharcholder do not and will not violate, coaflict with, result in a breach of or
constitute a default under (or which with notice or lapse of time, or both, would constitute a
breach of or defanlt under), or result in the creation of any lien, security interest or other
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encumbrance under (a) any note, agreement, contract, license, instrument, lease or other
obligation to which the Sharsholder is a party or by whic+ the Sharshoider is bound, and for
which Lhe Shareholder has not previously obtained a written waiver of such breach or default,
which waiver has been delivered so Bridpeline Dipital, excapt where such violation would not
have o Material Adverse Effect on the Sharcholder, (b} anj judgment, order, decree, ruling or
infunction known and applicable to the Shareholder, or () ¢y statute, 1aw, regulation or rule of
any governmental agency or authorily.

3.4, Sharcholder’s lnvestment Representations.

NOTWITHSTANDING THE REPRESENTATIONS AND WARRANTIES SET
FORTH IN THIS SECTION 3.4 WHICH ARE INTENDED TO COMPLY WITH- THE
REQUIREMENTS OF FEDERAL AND STATE SECURITIES LAWS, FOR PURPQSES OF
THIS AGREEMENT, INCLUDING WITHOUT LIRMITATION THE INDEMNITY
OBLIGATIONS OF BRIDGELINE DIGITAL SET FORTH HEREIN, BRIDGELINE
DIGITAL ACKNOWLEDGES AND AGREES THAT (I) THE SHAREfIOLDER I8
RELYING ON THE REPRESENTATIONS AND WARRANTIES OF BRIDGELINE
DIGITAL SET FORTH IN- THIS AGREEMENT, (2) SU/CH REPRESENTATIONS AND
WARRANTIES OF BRIDGELINE DIGITAL ARE A MA'IERIAL INDUCEMENT TO THE
SHAREHOLDER TQO ENTER INTO THIS AGREEMEN: AND TO REFFECTUATE THE
TRANSACTIONS CONTEMPLATED HEREIN AND (3) THE REPRESENTATIONS AND
WARRANTIES OF THE SHAREHOLDER IN THIS SECT'ON 3.4 SHALL NOT LIMIT OR
OTHERWISE ABROGATE IN ANY RESPECT THE REPRESENTATIONS AND
WARRANTIES OF BRIDGELINE DIGITAL IN THIS AGREEMENT,

The Shareholder represenis that her present intention is to acquire the shares of
Bridgeline Digital Stock 1o be issued in connection with this A greement for her own aceount and
that such Bridgeline Digital Stock is being and will be acquired for the purpose of investment
and not with a view to distribution or resale thereaf, The Shmzholder represents that she has bhad
an opportunity to ask questions of and receive answers from: the authorized representatives of
Bridgeline Digital and to review any relevant documents and records concerning the business of
Bridgeline Digital and the terms and conditions of this investment and that any such guestions
have been answered to the Sharcholder’s satisfaction. The Shareholder acknowledges that it has
been called to her attention that this investment involves a high degree of risk and that Bridgeline
Digital hes a limited operating history. The Shareholder acinowledges that she can bear the
economic risks of her invesunent in the Bridgeline Digit:l Stock and that she has such
knowledge and experience in financial or business matters that she is capable of evalusting the
merits and risks of this investment in the Bridgeline Digita] Stock and protecting her own
lterests in connection with this investment. The Shareholde: understands that the Bridgeline
Digiwal Siock to be issued in connection with the transactions contemplated hereby has not been
registered under the Securities Act and that such shares must be held indefinitely unless a
subscquent disposition thereof is permived under the Secuw.ics Act or ia exempt from such
registration. The Shareholder further represents that she u «derstands and agrees that until
transterred as herein provided, or transferred pursuant o the provisions of Rule 144 of the
Securities Act, ulf certificates evidencing the Bridgeline Dipita Stock to be issued in connection
with the Closing, whether upon initial igsuance or upon transter thereof, shall bear a legend (and
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Bridgeline Digital will make a notation on its transfer books to such effect) prominently stamped
or printed thereon reading substantially as follows:

THE SECURITIES REPRESENTED BY THIS CERTIFICATE HAVE NOT
BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933, AS
AMENDED, OR APPLICABLE STATE SECURITIES LAWS, THESE
SECURITIES HAVE BEEN ACQUIRED FOR 'NVESTMENT AND NCT
WITH A VIEW TO DISTRIBUTION OR RESALE AND MAY NOT BE SOLD,
MORTGAGED, PLEDGED, HYPOTHECAT.D, OR OTHERWISE
TRANSFERRED WITHOUT AN RFFECTIVE REC (STRATION STATEMENT
FOR SUCH SECURITIES UNDER THE SECURITIES ACT OF 1933, AS
AMENDED, AND APPLICABLE STATE SECUR TIES LAWS, OR UNLESS
AN EXEMPTION FROM REGISTRATION UNDER SUCH ACT I8
AVAILABLE.

3.5, Sharehoider’s Consent to the Merger. Shareholder's execution of this

Agreement constitutes her written consent 1o the Merger and her approval of this Agreement for
purposes 0f Section 607.1103 of the FBCA.

ARTICLE IV
REPRESENTATIONS AND WARRANTIES OF BRIDGELINE DIGITAL

In order to induce Seller and the Sharcholder to emer into this transaction, Bridgeline
Digital represents and warrants to Seller and the Shatehold:r that the statements made in this
Article IV are true and correct as of the date hereof, except to the extent such representations and
warranties are specifically made as of a particular date (in which case such representations and
. warranties will be true and correct as of such date).

4.1, Organization and Qualification. Bridgeline Digita! is a corporation duly

organized, validly existing and in corporate good standing in the State of Delaware and has the
power and authority 1o carry on its business as presently corducted. Bridgeline Digital is duly
qualified to do business and is in good standing in all jurisiictions in which its ownership of
properly or the character of its business requires such qualifice.ion, except where the failure o be
so qualified will not have a Material Adverse Effect on Bridieline Digital. Each subsidiary of
Bridgeline Digital is a corporation duly organized, validly existing and in corporate good
standing under the laws of its jurisdiction of incorporation.

4.2, Authority. This Agreement, and to the extent Bridgeline Digital is a party to
the Transaction Documents, each of the Transaction Docwments, has been duly authorized,
executed and delivered by Bridgeline Digital and constitutes a legal, valid and binding obligation
of Bridgeline Digital, enforceable againgt it in accordance with, it terms except 1o the extent that
such enforcement may be subject to applicable bankruptcy, recrganization, insolvency,
fraudulent conveyance or other laws affecting creditors” rights pencrally and 1o the application of
general equitable principles. Bridgeline Digital has the right, sower and authorily to enter into
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this Agreement and to carry out the terms and provisions ofhis Agreement, and to enter into and
carry out the tarms of all agreements and Instruments req.ired to be delivered by Bridgeline
Digital by the terms of this Agreement, without obtaining the consent of any third parties or
authorities. This Apreement and the transactions contempl:ted hereby have been unanimously
approved by the Board of Diregtors of Bridgeline Digital and no additicnal carporate action or
authorization is required by Bridgeline Digital in connection with the consummation of the
transactions contemplated by this Agreament.

4.3, No Conflicts. The exccution, delivery and performance of this Agreement and
the Transaction Documents, and the consummation of the trunsaciions contemplated hereby and
thereby by Bridgeline Digital, and compliance with the provisions hereof, do not and will pot: (a)
violate, conflict with or result in a breach of any provision ar constitute a default under (i) the
Certificate of Incorporation or By-laws of Bridgeline Digita’ (the “Bridgeline Digital Charter
Dacuments™), or (1) any contract or agrecment to which Brié zeline Digitat is a party or to which
the assets or business of Bridgeline Digital may be subject, txcept where such violation would
not have a Material Adverse Effect on Bridgeline Digital; cr (b) violate any judgment, ruling,
order, writ, injunction, award, decree, statute, Jaw, ordinancs, code, rule or regulatien of any
court or foreign, federal, state, county or local government or any other governmental, regulatory
or administrative agency or suthotity which is applicable to 1he assets, propertics or business of
Bridgeline Digital, except where such violation would not have a Material Adverse Effect on

Bridgeline Digital.

4.4. Government Approyals. Except for filing with and acceptance by the
Delaware Secretary of Siate and Florida Secretary of State of applicable merger certificales and
filings pursuant to Regutation D of the Securities Act, no Consnt of any Governmental Entity, is
or will be required on the part of the Bridgeline Digital in connection with the execution,
delivery and performance of this Agreement, the other Transaction Documents and any other
agreements or instruments executed by Bridgeline Digital in connection herewith or therewith,
the failure of which would have a Material Adverse Effect oa }iridgeline Digital,

4,5, SEC Filingg. Since July S, 2007, Bridge ine Digital has filed sll reports,
registrations, prospectuses, schedules, forms, statements and other documents (including all
exhibits  any of the foregoing), together with any required amendments thereto, that Bridgeling
Digital is required to file with the Securities Exchange Comr:ission (*SEC™), including forms
10-K, 10-Q, 8-K and proxy stetements (coliectively, the “Bridgeline Djgital SEC Reports™).
The Bridgeline Digital SEC Reports (i) were prepared in compliance with the requirements of
the Securities Act and (ii) did not, at the time they were filed, tontain any untrue statement of a
material luct or omit to state a material fact required to be siate 1 therein or necessary in order to
make the staiements therein, in the light of the circumstances under which they werc made, not
misgleading.
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ARTICLE V
ADDITIONAL AGREEME,NTS

5.1. Legal Conditions to the Merger. Each «.f Bridgeline Digital, Seller and the
Shareholder will use all reasonable efforts to take actions necessary to comply promptly with all -
legal requirements which may be imposed on it with respec. to the Merger. Each of Bridgeline
Digital, Selter and the Sharcholder will use al] reasonable effarts to take all actions to obtain (and
to cooperate with the other parties in obtaining) any consent required to be obiained or made by
Seller, Bridgeline Liigital or the Sharcholder in connection with the Merger, or the taking of any
action contemplated thereby or by this Agreemen,

52. Employee Matters, Nothing contained heeein will be considered as requiring
Seller or Bridgeline Digital to contlnue the employment of any employee for any specified
period, at any specified location ot under any specified jub category, except as specifically
provided for in an offer letter or other agreement of employment. Except as otherwise set forth
herein, it is specifically understood that continued employraent with Seller or employment with
Bridgeline Digital is not offered or implied for any employees of Seller.

5.3, Additiona) Agreements. In case at any time after the Closing Date any further
action is reasonably necessary ar desirabile to carry out the purposes of this Agreement oy to vest
the Bridgeline Digital with full title io all properties, assets, rights, approvals, immunitiea and
franchises of Seller, including without limitation, the novation of any Government Contracts, the
parties will promptly take all such necessary action. Withoul limiting the foregoing, on ot prior
to the Closing Date, Scller will deliver 1w Bridgeline Digital a properly executed statement
satisfying the requirements of Treasury Regulation Sections 1.897-2(h) and 1.1445-2(c)(3) in a
form ressonably accepteble to Bridgeline Digital and any state Tax clearance certificates
required to relieve Seller of any withholding obligation.

54. Public Anngupeements. Fxcept as may be required by law or stock market
regulations, neither Bridgeline Digital nor Seller will disseminate any press release or other
announcement concerning this Agreement or the gansactions contemplated herein to any third
party (except to the directors, officers and employees of the parties to this Agreement whose
direct involvement is necessary for the consummation of the (ransactions contemplated under
this Agreement, or 10 the attorneys, advisors and accountants of the parties hereto) without the
prior written agreement of Bridgeline Digital and Seller. '

5.5. Confidentiality,  Seller, Bridgeline Digial and the Sharcholder have
previously entered into a Non-Disclosure Agreement (the “Confidentialify Agrcement”),
concerning each party's obligations to protect the confidentie) information of the other party,
Seller, the Shareholder and Bridgeline Digital each hereby affum each of their obligations under
such Confidentiality Agreement. '

5.6. Benefit Plans. As soun as administratively gracticable after the Closing Date
and to the exient allowable under the Bridgeline Digial Beaefit Plans (as defined bslow),
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Bridgeline Digital shall take all reasonable action so thé: employees of Seller that become
employees of Bridgeline Digitel after the Closing Date shail be entitled to participate in each
employee benefit plan, program or arrangement of the Bridyzline Digital of general applicability
(the “Bridgeline Digital Repnefits Plans”™) to the same exte:t as similarly-situated employees of
Bridgeline Digital and its subsidiaries (it being understooc that inclusion of the employees of
Seller in the Bridgeline Digital Benefits Plans may occu- at different times with respect to
different plans).

8.7. Lock Up Agreement. Sharcholder acknovledges and agrees that she will not
(1) offer, sell, contract to sell, sell any option or contract 10 purchase, purchase any option or
contract to sell, pledge, hypothecate, grant any option, right or warrant 1o purchase, or atherwise
wransfer or dispese of, directly or indirectly, the Bridgeline L gital Stock; (2) enter into any swap
or other arrangement that transfers to another, in whole or in part, any of the economic
vonsequences of ownership of the Bridgsline Digital Stock, whether any such transaction
described in clause (1) or (2) abave is to be settled by deliver s of the Bridgeline Digital Stock, In
cash or otherwise, or (3) make any demand for or exercise eny right with respect to, the
registration of the Bridpeline Digital Stock or any securily convertible into or exercisable or
exchangeable for the Bridgeline Digital Stock for a period of one (1) year subsequent to Lhe
Closing Date. Shareholder further agrees not to enter into any private transaction involving the
Bridgeline Digital Stock unless (i) Bridgeline Digital receives an opinion of counse) acceplable
in form and substance to Bridgeline Digital 10 the effect that the proposed transaction is exempt
from the registration requirements of the Act and (i) the pro ;osed transferes agress to be bound
by all the provisions in this Section 5.7 prior to any such piivate transaction. Notwithstanding
anything to the contrary contained herein, the restrictions contained herein shall not apply o the
transfer of the Bridgeline Digital Stock by the Sharcholder 10 any trust, partnership or limited
liubility company for the direct or indirect benefit of such Shareholder and/or the immediate
family of such Sharcholder for estate planning purposes, provided that (i) the trustee of the trust,
partnership or the limited llability company, as the case may bz, agrees in writing to be subject Lo
the restrictions of this Scetion 5.7 and (ii) any such transfer shall not involve a disposition tor
value, )

58, Restrictive Undertakings.

(a) Nonecompetition Covepant. The rest-clive covenants set forth in this
Section 5.8 are a material inducement for Bridpeline Digital 1o enter inta this Agreement. For
good and valuable consideration provided pursuant to this Agreement, the receipt and sutticiency
of which is hereby acknowledged, Sharcholder agrees thut, during the Restrictive Period (as
hereinafter defined), she shall not, directly or indirectly, (i) enuage in any activities either on her
own behalf or that of any other business organization (whether as principal, partner, shareholdsr,
member, officer, director, stockholder, agent, joint venturer, consultant, creditor, investor or
otherwise) which are in direct or indirect competition with or ¢ milar to the business, products or
services of the Seller in the area of web services, web content mahagement and design, whether
for non-profit, for-profit, or governmental organizations, in the United Stales {the “Competitive
Serviees™), (ii) undettake planning for an crganization or off:ring of Competitive Services, or
{iii) combine or collaboratc with other employees or representutives of Bridgeline Digital or any
third party for the purpose of organizing, engaging in, or offering Competitive Services,
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