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ACCUDIAGNOSTICS FRANCHISE GROUP, LL.C

FRANCHISE AGREEMENT

This Franchise Agreement, made this ____ day of .20 . 1s by and between AccuDiagnostics
Franchise Group, LLC, a South Carolina limited liability company, having its principal place of business at 355
Woodnuff Road, Suite 302, Greenviile, South Carolina 29607 (“Franchisor”). and
, whose principal address is

, an individual/partnership/corporation‘limited liability company established in the
State of (“Franchisee™).

WITNESSETH:

WHEREAS, Franchisor and its Affiliate’ have developed and are in the process of further developing a
System identified by the irademark “AccuDiagnostics™ and relating 1o the establishment, development and
operation of “AccuDiagnostics Businesses™ that provide affordable. full-service drug screeming. DNA testing and
other logistical solutions for a wide variety of client organizations including businesses. schools, government and
private individuals; and

WHEREAS, the distinguishing characteristics of the System include, among other things, uniform standards
and procedurcs for business operations; procedures and strategies for sales. marketing. advertising and promotions:
business lechniques; the Marks; the Manual: training courses, all of which Franchisor may improve, further develop or
otherwise modify from time to time; and

WHEREAS, Franchisor grants to certain qualified persons and business entities the right to own and operate
a single AccuDiagnostics Business under the System and using the Marks; and

WHEREAS, Franchisee desires to operate an AccuDiagnostics Business, has applied for a Franchise and its
application has been approved by Franchisor in reliance upon all of the representations made therein: and

WHEREAS, Franchisee understands and acknowledges the importance of Franchisor’s high and uniform
standards of quality, operations and service and the necessity of operating its Franchised Business in strict conformity
with Franchisor’s System.

NOW,_ THEREFORE, Franchisor and Franchisee, intending to be legally bound. agree as follows:

1. DEFINITIONS

Whenever used in this Agreement, the following words and terms have the following meanings:
“Affiliate™ means any entity that controls. is controlled by, or is under common control with Franchisor;

“Agreement” means this agreement entitled “AccuDiagnostics Franchise Group, LLC Franchise
Agreement” and all instruments supplemental hereto or in amendment or confirmation hereof:

" Capitalized 1erms not defined upon first use are defined in Section 1.



“Approved Location™ means the site for the operation of the Franchised Business selecied by Franchisee
and approved in wriling by Franchisor;

“Approved Supplier(s)” has the meaning given to such term in Section 0;
“Area of Primary Responsibility™ has the mecaning given to such term in Section 2.1.7;

“Competitive Business™ means any business that offers (or grants franchises or licenses to others to
operate a business that offers) drug screening or other testing services the same as or simtlar to those provided by
AccuDiagnostics Businesses or in which Confidential Information could be used 10 the disadvantage of Franchisor,
its Affiliate(s) or its other franchisees; provided, however. that the term “Competitive Business™ shatl not apply to
(a) any business operated by Franchisee under a Franchtse Agreement with Franchisor, or (b} any business operated
by a publicly held entity in which Franchisee owns less than a five percent {5%) legal or beneficial interest;

“Confidential Information™ means any trade secret and any information or matter that is or may be used
1o gain a competilive advantage over Franchisor or any of its Affiliates and is not generally known by the public,
whether or not in written or tangible form and regardless of the media (if any) on which it is stored, relating to the
System (including knowledge and experience in operaling an AccuDiagnostics Business. product specifications,
operational and production techniques and methods, record keeping and reporting methods, accounting systems,
management and personnel training techniques, sales and promotion techniques, policies, procedures, standards,
specifications for signs, displays. business forms and stationery, the Manual, reésearch and development, lists of
franchisees and suppliers, suggested pricing and cost information) and any other information or material identified
to Franchisee by Franchisor as confidential:

“Cooperative Advertising” means the combined advertising of two (2) or more franchisees established
within a common market which Franchisor may require tor Franchised Businesses within a particular region, as .
further described in Section 0;

“Designated Manager™ means the person designated by Franchisee who has primary responsibility for
managing the day-to-day affairs of the Franchised Business, and if Franchisee is an individual and not a business
entity, the Designated Manager shall be Franchisee:

“Effective Date” means the date on which this Agreement is fully executed, therchby commencing its
effectiveness and term;

“Franchise™ means the right granted 10 Franchisee by Franchisor 1o use the System and the Marks:

“Franchise Fee” has the meaning given 1o such term in Section 0;

“Franchised Business™ means the AccuDiagnostics Business to be established and operated by Franchisee
pursuant to this Agreement;

“Franchisee™” means the individual or entity defined as “Franchisee™ in the introductory paragraph of this
Agreement;

“Franchiser™ means AccuDiagnostics Franchise Group, LLC;



“Gross Sales™ means the aggregate of all revenue from the sale of services and products from all sources

in connection with the Franchised Business whether or not collecied by Franchisee and whether for check, cash,

“credit or otherwise including, without limitation, all proceeds from any business interruption insurance, but

excluding (a) all refunds made in good faith, (b) any sales and equivalent taxes that are collected by Franchisee for

or on behalf of any governmental taxing authority and paid thereto, (¢) and the value of any allowance issued or

granted to any customer of the Franchised Business that is credited by Franchisee in full or partial satisfaction of
the price of any services and products offered in connection with the Franchised Business;

“Incapacity” means the inability of Franchisee to operate or oversee the Franchised Business on a regular
basis by reason of any continuing physical, mental or emotional condition, chemical dependency or other
limitation;

“Internet” means any one (1) or more local or global interactive communications media that is now
available, or that may become available, and includes sites and domain names on the World Wide Web;

“Local Advertising™ has the meaning given to such term in Section 0;

“Manual™ means the AccuDiagnostics Operations Manuat and any other items as may be provided. added
to, changed, modificd or otherwise revised by Franchisor from time 1o time that contain or describe the standards.
methods, procedures and' specifications of the System, including other operations, administration and managers’
manuals and all books, computer programs, password-protected portions of an Internet site, pamphlets, memoranda
and other publications prepared by, or on behalf of, Franchisor;

“Marketing Fund” has the meaning given 10 such term in Section 0:
“Marketing Fund Contribution™ has the meaning given to such term in Section 0;
“Marks™ means the service mark “AccuDiagnostics” and such other trade names, trademarks, service
marks, trade dress, designs, graphics, logos, emblems, insi nia, fascia. slogans, drawings and other commercial
: 2ns, grap b4 B g

symbols as Franchisor may designate to be used in connection with AccuDiagnostics Businesses;

*“National Accounts™ means customers or referral sources with locations in, destring AccuDiagnostics
services of products in, or referring customers from multiple AccuDiagnostics market areas;

“Royalty Fee” has the meaning given 1o such term in Section 0: and
“System™ means the uniform standards, methods, procedures and specifications developed by Franchisor
and as may from time to time be added 1o, changed, modified. withdrawn or otherwise revised by Franchisor. in its

sole discretion, for the operation of an AccuDiagnostics Business.

2. GRANT OF FRANCHISE; APPROVED LOCATION

Grant

Franchisor hereby granis to Franchisee. and Franchisee undertakes and accepts, upon the terms
and conditions herein contained, a revocable, limited license to operate one ( 1) AccuDiagnostics Business using the
System and Marks.



Approved Location

The street address (or detailed description of the premises) of the Approved Location is:

Approved Location Not Determined

If the Approved Location of the Franchised Business is not determined as of the Effective Date,
Franchisee shall select an Approved Location within the Area of Primary Responsibility according to the process
described in Section 0. When the Approved Location is determined, its address shall be inserted into Section 0
The failure to insert such address shall not automatically affect the enforceability of this Agreement.

Sub-franchising/Apents
Franchisee shall not sublicense the use of the System or Marks to any person or entity 1o perform
any pan of Franchisee’s rights or obligations licensed hereunder. or to grant any person or entity the right to act as

Franchisee’s agent to perform any part of Franchisee's rights or obligations hereunder.

Nenexclusive License

The Franchise granted under this Agreement is nonexclusive and Franchisor does not grant
exclusive or protected territories 1o AccuDiagnostics Businesses; provided, however, that so long as this Agreement
15 in force and effect and Franchisee is not in default under any of the terms hereof, Franchisor shal! not establish or
operate. or grant others the right to establish or operate, more than one (1) AccuDiagnostics Business for every fifty
thousand {50.000) persons within the county in which the Franchised Business is located. Franchisor retains all
rights and discretion with respect (o the Marks and System, including the right to:

2.1.1  establish or operate. and grant others the right to establish or operate, AccuDiagnostics
Businesses at any location whether inside or outside the Area of Primary Responsibility as Franchisor deems
appropriate:

212 service National Accounts within the Area of Primary Responsibility. or allow other
AccuDiagnostics Businesses or third parties to service such accounts, as set forth in Section 0:

2.1.3  establish or operate. and grant others the right to establish er operate. other businesses
offering the same or similar products utilizing the Marks or other trade names, trademarks and service marks
without offering Franchisee any right thereto:

2.14  provide services similar to those offered through the Franchised Business through any -
alternate channel of distribution including through outlets at a fixed location and by Intemnel. under terms and

conditions that Franchisor deems appropriate; and

2.1.5  engage in any activities not expressly forbidden by this Agreement.



Marketing and Solicitation Restrictions

2.1.6  Franchisee shall not directly market to or solicit customers whose principal business office
{or principal residence, if the client is a natural person) is outside of a defined geographic area (~Area of Primary
Responsibility™) surrounding the Franchised Business and defined in Section 2.1.7; provided, however, Franchisee
has the right to provide services and sell products to customers located outside of the Area of Primary Responsibility if
contact with such customer is tnitiated by the customer and not Franchisee. Except as part of Cooperative Adverusing
implemented pursuant to Section 0, Franchisee shall not advertise in any media whose primary circulation is outside of
the Area of Primary Responsibility without the prior written approval of Franchisor. Franchisor shall make reasonable
efforts 10 enforce these restrictions with regard to Franchisee and any other AccuDiagnostics Business, but under no
circumstances shall Franchisor be required to engage in litigation or similar actions with regard to these restrictions.

2.1.7  The Area of Pnmary Responsibility shall be defined by and exist within the following zip
cades or other physical. political or nawral boundaries:

3. FEES

Franchise Fee

Upon execution of this Agreement, Franchisee shall pay a fee (“Franchise Fee™) 1o Franchisor of
DOLLARS (% ). The
Franchise Fee shall be deemed fully earned upon execution of this Agreement and is nonrefundable, except under

certain conditions set forth under Section 0. The Franchise Fee is payment, in part, for expenses incurred by
Franchisor in furnishing assistance and services 10 Franchisee as set forth in this Agreement and for costs incurred
by Franchisor. mcluding general sates and marketing expenses, training, legal, accounting and other professional
tees.

Rovalty Fee

On the third (3") day of each month, Franchisee shall pay to Franchisor without offset, credit or
deduction of any nature, so long as this Agreement shall be in effect, a monthly fee (“Royalty Fee™) equal 1o five
percent (5%) of Gross Sales for the preceding month. If the third (3) day of the month falls on a Sunday.,
Franchisee shall pay the Royalty Fee and submit the Gross Sales Report on the fourth (4") day of the month. Each
monthly Royalty Fee payment shall accompany the Gross Sales Report for the same peniod, as required by Section
0. If Franchisor requires Franchisee to pay Royalty Fees through electronic transfer as set forth in Section 0, then
such reports shall instead be submitted o Franchisor via facsimile or electronic transmission.

Marketing Fund Contribution

Franchisor administers a System-wide marketing, advertising and promotion fund (“Marketing
Fund”) and Franchisee shall contribute monthly to the Markeling Fund an amount specified by Franchisor
("Marketing Fund Contribution™). which shall not exceed 1wo percent (2%) of monthly Gross Sales. Marketing

5.



Fund Contributions shall be made at the same time and in the same manner as Royally Fee payments provided in
Section 0. The Marketing Fund shall be maintained and administered by Franchisor or its designee in accordance
with the provisions contained in Section 0.

Electronic Transfer

Franchisor has the right to require all Royalty Fees, Marketing Fund Contributions. amounts due
for purchases by Franchisee from Franchisor and other amounts due to Franchisor to be paid through an Electronic
Depository Transfer Account. At Franchisor’s request, Franchisee shall open and maintain an Electronic
Depository Transfer Account and shall provide Franchisor with continuous access to such account for the purpose
of receiving any payments duc to Franchisor. Every month, Franchisee shall make deposits to the account
sufficiemt to cover amounts owed to Franchisor prior to the dale such amounts are due. Franchisee shall cxecute
any documents Franchisor’s or Franchisee’s bank requires to establish and implement the Electronic Depository
Transfer Account. Once established, Franchisee shall not close the Electronic Depository Transfer Account
without Franchisor’s written consent.

Taxes

Franchisee shall pay 10 Franchisor an amount equal to all sales taxes. use-taxes and similar taxes
imposed on the fees payable to Franchisor hereunder and on services or goods furnished 1o Franchisee by
Franchisor, whether such services or goods are furnished by sale, lease or otherwise, unless the tax is an income tax
assessed on Franchisor for doing business in the state where the Franchised Business is focated.

Interest

Any Royalty Fees or Marketing Fund Contributions due on revenues collected directly by
Franchisee, and any other amounts due from Franchisee, that are not received by Franchisor within five (5) days
afier the due date shall bear interest at the rate of eighteen percent {18%) per annum (or the highest rate allowed by
law, whichever is lower) from the date payment is due to the date payment is received by Franchisor. Franchisee
shall pay Franchisor for all costs incurred by Franchisor in the collection of any unpaid and past due Royalty Fecs,
Marketing Fund Contributions or any other amounts due Franchisor, including reasonable accounting and legal
fees.

Application of Pavments

Notwithstanding any designation by Franchisee. Franchisor shall have the sole discretion to apply
any paymenis by Franchisee to any past due indebtedness of Franchisee for Royalty Fees, Marketing Fund
Contributions, purchases from Franchisor or any other amount owed to Franchisor.

4. TERM AND RENEWAL

Initial Term

This Agreement shall be effective and binding for an initial term of five (5) years from the Effective
Date. unless sooner terminated pursnant to Section 16.



Renewal Term

Subject to the conditions below. Franchisee has the right to renew this Franchise al the expiration
of its term. Franchisee’s right 1o enter into a new franchise agreement is limited to three (3) successive renewal
terms of five (5) years each. such that the 10tal term of the Franchise shall not exceed twenty (20) vears. To qualify
for a renewal, each of the following conditions shall have been fulfitled and remain true as of the last day of the
term of this Agreement:

4.1.1 Franchisee has, during the entire term of this Agreement. substantially complied with all
material provisions;

4.1.2  Franchisee has access to and, for the duration of the renewal term, the right to remain in
possession of the Approved Location, or a suitable substitute location approved by Franchisor, which is in full
compliance with Franchisor’s then-current specifications and standards for the duration of the renewal term;

4.1.3  Franchisee has. at its expense. made such capital expenditures as were necessary to
maintain untformity with any Franchisor-required System medifications such that the Franchised Business reflects
Franchisor’s then-current standards and specifications:

4.1.4  Franchisee has satisfied all monetary obligations owed by Franchisee to Franchisor {or
any Afliliate), and has timely met these obligations throughout the term of this Agreement;

4.1.5  Franchisee is not in default of any provision of this Agreement or any other agreement
between Franchisee and Franchisor;

4.1.6  Franchisee has given written notice of renewal to Franchisor not less than nine 9)
months nor more than twelve (12) months prior to the end of the initial term:

4.1.7  Franchisee has executed Franchisor's then-current form of the Franchise Agreement, or
has executed renewal documents at Franchisor’s election (with appropriate modifications to reflect the fact that the
Franchise Agreement relates 10 the grant of a renewal franchise). which franchise agreement shall supersede this
Agreement in all respects, and the terms of which may differ from the terms of this Agreement by requiring, among
other things, a different percentage Rovalty Fee or Marketing Fund Contribution: provided, however, that
Franchisee shall not be required to pay the then-current Franchise Fee:

4.1.8  Franchisee has complied or agrees 10 comply with Franchisor's then-current
qualifications for a new franchisee and any training requirements: and

4.1.9  Franchisee has exccuted a general release, in a form the same as or similar to the
General Release attached as Exhibit A_ of anv and all claims against Franchisor. is Affiliate(s) and its officers,
directors. shareholders and employees. except lo the extent prohibited by the laws of the siate where the Franchised
Business is located.

5. APPROVED LOCATION

Selection of Site

Franchisee shall promptly select a site for the Franchised Business and shatl notify Franchisor of
such selection. If Franchisor approves of such sclection. the site will be designated as the Approved Location. If

-7-



Franchisor does not approve of such selection. Franchisce shail selcct a new site. Franchisor shall provide Franchisee
with general guidelines to assist Franchisee in selecting a site suitable for the Approved Location. Franchisor has the
right 1o approve or disapprove a proposed location based on such factors as it deems appropriate, including the
condition of the premises, demographics of the surrounding area, proximity 1o potential clients, proximity 1o other
AccuDiagnostics Businesses, lease requirements, proximity 1o major roads and overall suitability. Franchisee shall not
locate the Franchised Business on a selected site without the prior writien approval of Franchisor. Franchisor does not
represent that it or any of its employees have special expertise in selecring sites. Neither Franchisor’s assistance nor
approval is intended to indicate or indicates that the Franchised Business will be profitable or successful at the
Approved Location. Franchisee is solely responsible for finding and selecting the Approved Location.

Lease of Approved Location

Afier the designation of the Approved Location. Franchisee shall execute a lease for, or a binding
agreement to purchase. the Approved Location, the terms of which must have been previously approved by
Franchisor. Franchisor shall not unreasonably withhold its approval. Franchisor's review of a lease or purchase
agreement, or any advice or recommendation offered bv Franchisor, shall net constitute a representation or
guarantee that Franchisee will succeed at the Approved Location nor constitute an expression of Franchisor’s
opinion regarding the terms of such lfease or purchase agreemeni. Franchisor shall be entitted to require that
nothing therein conrtained is contradictory to. or likely to interfere with. Franchisor’s rights or Franchisce's duties
under this Agreement. Any default for which the lease may be terminated shall also be deemed a default hereunder
and the time to cure the same shall expire when the lease is terminated. At Franchisor’s option, the lease shall
contatn such provisions as Franchisor may reasonably require. including. but not limited to;

5.1.1  a provision reserving o Franchisor the right. at Franchisor's election. 1o receive an
assignment of the leasehold interest upon termination or expiration of the Franchise grant;

5.1.2  aprovision expressly peninitting the lessor of the premises to provide Franchisor all sales
and other information lessor may have obtained or received relating 1o the operation of the Franchised Business, as
Franchisor may request;

5.1.3  a provision requiring the lessor to provide Franchisor with a copy of any written notice
of deficiency sent by the lessor to Franchisee, and granting to Franchisor, in its sole discretion and sole option, the
right (but not the obligation) 10 cure anv deficiency under the lease should Franchisee fail to do so within fifteen
(15) days afier the expiration of the period in which Franchisee may cure the default;

5.1.4 a provision allowing Franchisee to display the Marks in accordance with the
specifications required by the Manual, subject only to the provistons of applicabie law:

5.L.5  a provision prohibiting the premises from being used for any purpose other than the
operation of the Franchised Business:

5.1.6  a provision stating that any default under the lease shall constitute a default under this
Agreement;

5.1.7  a provision stating that upon default of this Agreement. Franchisor or its nominee has
the right to take possession of the premises and operate the Franchised Business: and

5.1.8  aprovision allowing Franchisor, upon expiration or termination of the lease, 1o enter the

premises and remove any signs containing the Marks,



Development of Approved Location

Franchisor shall make available to Franchisce, at no charge to Franchisee, copies of standard
plans and specifications (but not construction drawings ot blueprints) for the development of an AccuDiagnostics
Business, including specifications for exterior and interior design and layout, fixtuses, equipment, décor and signs.
Such plans and specifications are subject to alteration as may be necessary in Franchisor's sole discretion.
Franchisee shall cause the Approved Location 10 be developed, equipped and improved in accordance with such
plans and specifications within ninety (90) days after the Effective Date. In connection with the development of the
Approved Location. Franchisee shall:

5.1.9  employ a competent licensed architect or engineer to prepare, for Franchisor’s approval,
preliminary plans and specifications for improvement of the Approved Location adapted from the plans furnished
by Franchisor;

5.1.10  obtan all zoning classifications and clearances that may be required by state and local
laws. ordinances or regulations. and submit to Franchisor. for Franchisor's approval, final plans for construction
based upon the preliminary plans and specifications:

311t obtain all building, utility, sign, health, and business permits and licenses, and any other
permits and licenses required for the build-out and operation of the Franchised Business and cenify in writing and

provide evidence 10 FFranchisor that all such permits and certifications have been obtained;

5.1.12  employ 2 qualified, licensed general contractor. approved by Franchisor to complete
construction of all required improvements 1o the Approved Location;

5.1.13  purchase and install all equipment. signs, furniture and {ixtures, including any point-of-
sale and computer equipment. required for the operation of the Franchised Business; and

5.1.14  obiain at least one (1) telephone number and one (1) fax number solely dedicated to the
Franchised Business.

5.1.15  Bcfore opening the Franchised Business and commencing business, Franchisee must:
5.1.15.1 [ulfill all of the obligations pursuant to the other provisions of this Section 5:
5.1.i5.2 complete initial training to the satisfaction of Franchisor;

5.1.153 (umish Franchisor with copies of all insurance policies required by this
Agreement. or such other evidence of insurance coverage and payment of premiums as Franchisor may request;

5.1.15.4 pay in full all amounts due o Franchisor;

5.1.15.5 hire and train the personnel necessary or required for the operation of the
Franchised Business: and



5.1.15.6 if Franchisee 15 a business entity, cause (o be printed on the face of each of its
stock certificates or other ownership interest certificates a statement in form satisfactory to Franchisor that such
ownership interest is held subject to. and that further assignment or transfer thereof is subject t0. all restrictions
imposed upon transfers and assignmenis by this Agreement.

5.1.16  Franchisee shall comply with these conditions and be prepared to open and continuously
operate the Franchised Business within five (5) months after the Effective Date. Time is of the essence.

5.1.17 If Franchisee 1s unable 10 commence the operation of the Franchised Business due to
circumstances beyond Franchisee’s reasonable control, then Franchisee may be entitled to such additional time as

may be reasonably required and as to which Franchisor may consent.

Use of Approved Location

Franchisee shall not use the Approved Location for any purpose other than for the operation of an
AccuDiagnostics Business in full compliance with this Agreement and the Manual. unless approved in writing by
Franchisor.

Relocation

Franchisee shall not relocate the Franchised Business without the prior written consent of
Franchisor. which may be withheld or delayed at Franchisor’s sole discretion. If the lease for the Approved
Location expires or is terminated without the fault of Franchisee or if the Franchised Business's premises is
destroyed. condemned or otherwise rendered unusable. or as otherwise may be agreed upon in writing by
Franchisor and Franchisee, Franchisor may. in its reasonable discretion, allow Franchisee to refocate the Franchised
Business.  Any such relocation shall be at Franchisee’s sole expense, and shall proceed in accordance with the
requirements set forth in Sections 0 through 0. Franchisor has the right to charge Franchisce for any costs incurred
by Franchisor in providing assistance 10 Franchisee, including legal and accounting fees. Notwithstanding the
foregoing, Franchisor has no obligation 1o provide relocation assistance. If Franchisor and Franchisee do not agree
upon a subsltitute site within ninety (90) days afier the lease expires or is terminated or the Approved Location is
rendered unusable, this Agreement will terminate as provided in Section 16.1.1.1.

6. MARKS

Ownership

Franchisee acknowledges that Franchisor and its Affiliate are the exclusive owners of the Marks _
and thal Franchisee’s right 10 use the Marks is derived solely from this Agreement, is nonexclusive and is limited to
the conduct of business by Franchisee pursuant to. and in compliance with, this Agreement and all applicable
standards. specificauons and operating procedures prescribed from time to time by Franchisor. Any unauthorized
use of the Marks by Franchisee is a breach of this Agrecment and an infringement of the rights of Franchisor in and
to the Marks. Franchisee’s use of the Marks, and any goodwill created thereby, shall inure 10 the benefit of
Franchisor. Franchisee shall not at any time acquire rights in the Marks by virtue of any use it may make of the
Marks. This Agreement does not confer any goodwill, right_ title or interest in the Marks to Franchisee. Franchisee
shall not, at any time during the term of this Agreement or after its termination or expiration, contest the validity or
ownership of any of the Marks or assist any other person in contesting the validity or ownership of any of the
Marks.

-10 -



