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AMCHECK FRANCHISE AGREEMENT

This Franchise Agreement is made this day of , 20 between AMCHECK, an

Arizona corporation “we”  or  ‘“us”), and , a(n)
(“franchisee™ or “you”). If the franchisee is a

corporation, partnership, limited liability company, or other legal entity, certain provisions to this
Agreement also apply to its owners.

SECTION1 RECITALS

A. Qur affiliated company, Simplified Business Solutions, Inc. (“SBS”), has developed a unique
system for using certain methods, standards and specifications relating to the development and
operation of a business offering payroll, human resource and employee benefit and administration
services to employers (the “System™ as further defined below in Section 2);

B. SBS owns the AMCHECK Trademark and other trademarks used in connection with the operation
of a AMCHECK business (collectively, the “Trademarks” as further defined below in Section 2};

C. SBS has granted to us the right to sublicense the right to use the System and Trademarks in the
operation of an AMCHECK Franchised Business (as defined below in Section 2); and

D. You desire to develop and operate an AMCHECK Franchise Business, subject to the terms and
conditions expressly stated in this Agreement.

In consideration of the foregoing and the covenants and consideration below, you and we agree as
follows:

SECTION 2 DEFINITIONS

" For purposes of this Agreement, the terms below have the following definitions:

A. “Franchise Business” means the payroll, human resource and employee benefit and
administration services business you develop and operate pursuant to this Agreement. The
Franchise Business does not include any other business.

B. “General Manager” means the individual who (i) personally invests his or her full time and
attention and devotes his or her best efforts to the on-premises general management of the day-to-
day operations of the Franchise Business, (ii) meets our prior business or management experience
requirements, and (iti) does not participate in the active operation or management of any business
other than the Franchise Business. You must have at all times during the operation of the
Franchise Business a General Manager who has successfully completed our General Manager
training program. The General Manager must be identified on the Ownership and Management
Addendum attached to this Agreement.

C. “Gross Sales” includes all revenues and income from any source derived or received by you from,
through, by or on account of the operation of your business whether received in cash, in services,
in kind, from barter and/or exchange, on credit (whether or not payment is actually received) or
otherwise less the amount of any documented refunds, charge-backs, credit and allowances given
in good faith to customers by you and sales tax receipts or similar tax receipts if separately stated
when the customer is charged and actually paid to the appropriate taxing authority.
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“Manuals” mean our confidential “Operations Manual” and any other written materials provided
to you relating to services and products offered as part of the Franchise Business or the financial
management, equipment, facility and operations of the Franchise Business.

“Minority Owner” means any person other than the “Principal Owner” who directly or indirectly
owns an interest in the franchise.

“Principal Owner” means the natural person who (i) directly or indirectly owns a 51% or greater
interest in the franchise when the franchise is a corporation, limited liability company,
partnership, or a similar entity and (ii) has the authority to, and does in fact, actively direct the
business affairs in regard to the Franchise Business, is responsible for overseeing the general
management of the day-to-day operations of the Franchise Business and has authority to sign all
contracts and commercial documents.

“Standards™ mean our AMCHECK policies, procedures, methods, techniques and management
systems.

“System” means the AMCHECK. System, which consists of distinctive methods, assistance and
training in the operation, management and promotion of the Franchise Business with unigue sales
and marketing programs, customized data base management and other standards, procedures and
techniques used in connection with the Franchise Business, all of which we may modify and
change from time to time.

“Trademarks” mean the AMCHECK Service Mark and design that has been registered with the
United States Patent and Trademark Office and the trademarks, service marks and trade names set
forth on Appendix A, as we may modify and change from time to time, and the trade dress and
other commercial symbols used in the Franchise Business. Trade dress includes the designs,
color schemes and image we authorize you to use in the operation of the Franchise Business from
time to time.

SECTION 3 GRANT OF LICENSE

The following provisions control with respect to the license granted hereunder:

A
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Rights Granted. We grant to you, subject to the terms and conditions of this Agreement, the right
and license to engage in and conduct the AMCHECK Franchise Business identified by the
Trademarks that we authorize for your use for the territory consisting of the area set forth in
Appendix B (the “Designated Territory™).

You accept the license and undertake the obligation to operate your Franchise Business in the
Designated Tetritory faithfully, honestly and diligently, using the System in compliance with our
Standards for the System. You must begin operating your Franchise Business within 120 days of
the date we sign this Agreement, although you may not commence operations of your Franchise
Business until you successfully complete our training program and we have approved the
commencement date of operations. You agree to maintain and operate your Franchise Business
under your active and continuous supervision and management. You also agree at all times to
actively promote the services offered by the Franchise Business and will use your best efforts to
develop, cultivate and expand the market for these services within your Designated Territory.

The license granted is limited to the right to operate the Franchise Business only within the
Designated Territory and may not be used elsewhere or at any other location by you, except as we



may authorize from time to time in writing and under the terms and conditions set forth in the
Manuals or otherwise in writing. You may not in any way operate any other competitive or
related business as further noted in subparagraph 11.D.

If we do permit you to service clients outside the Designated Territory, we reserve the right to
require you to cease servicing those clients, and you agree to work diligently to assist in
transferring the service needs of those clients immediately to the entity that will continue to
service those clients. You will receive no compensation with respect to those clients located
outside the Designated Territory.

You do not have the right to subfranchise, sublicense, assign or transfer your rights under this
Agreement, except as specifically provided in this Agreement. Further, this Agreement in no way
grants you any right to acquire an additional license to operate another Franchise Business.

Territory Rights: Our Reservation of Rights. During the term of this Agreement and provided
that you are in compliance with the terms and conditions of this Agreement, we and our affiliates
will not establish either a company-owned or franchised payroll, human resources and employee
benefits and administration service business within the Designated Territory under the AMCHECK
Trademark, although we and our affiliates or another franchisee may from time to time service
particular clients in the Territory in the event you are unable or unwilling for whatever reason to
meet the service needs of those clients, all as set forth in the Manuals. Furthermore, we reserve
the right to acquire, be acquired by or merge with franchisors or non-franchisors that operate in
competitive or similar lines of business to the Franchise Business. However, we may not grant
them the right to use the Trademarks, and we shall not share the fees you charge or any other
AMCHECK confidential information we acquire as a result of our franchise relationship with you.

We and our affiliates also reserve the right in the Designated Territory to establish other
company-owned or franchised businesses other than a payroll, human resources and employee
benefits and administration service business or to distribute products or services through

- alternative channels of distribution using trademarks other than the AMCHECK Trademark., If we

and our affiliates do establish any other company-owned or franchised business in the Designated
Territory you recognize and agree that we and our affiliates may use the AMCHECK Trademarks
in connection with any advertising or marketing of that other business as part of our desire to
market all the services that may be available to customers either through your Franchise Business
or the other businesses.

Minimum Performance Standards. In order to meet our goals for market penetration and for the
growth of the AMCHECK System, you agree to be bound by the Minimum Annual Performance
Standards as set forth in Appendix F. As further described in Appendix F, the annual minimum
performance standards will be established for each year of the term of this Agreement. The
Minimum Performance Standards will based on market potential for your Designated Territory,
the growth rate of other AMCHECK businesses and other relevant factors.

You understand that meeting the annual Minimum Annual Performance Standards does not
suggest that you are sufficiently penetrating the market in the Termritory or that the Franchise
Business will be successful. Rather, the Minimum Annual Performance Standards are threshold

- minimum amounts.
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SECTION 4 TRADEMARK STANDARDS AND REQUIREMENTS

You acknowledge and agree that the Trademarks are SBS’s property and it has licensed the use of the
Trademarks to us with the right to sublicense to others. You further acknowledge that your right to use
the Trademarks is specifically conditioned upon the following:

A

Trademark Ownership. The Trademarks are SBS’s valuable property, and it is the owner of all
right, title and interest in and to the Trademarks and all past, present or future goodwill of the
Franchise Business and of the business conducted within the Designated Territory that is
associated with or attributable to the Trademarks. Your use of the Trademarks will inure to
SBS’s benefit. You may not, during or after the term of this Agreement, engage in any conduct
directly or indirectly that would infringe upon, harm or contest SBS’s rights in any of the
Trademarks or the goodwill associated with the Trademarks, including any use of the Trademarks
in a derogatory, negative, or other inappropriate manner in any print, electronic or other media.

Trademark Use. You may not use, or permit the use of, any trademarks, trade names or service
marks in connection with the Franchise Business except-those set forth in Appendix A or except
as we otherwise direct in writing. You may use the Trademarks only in connection with such
products and services as we specify and only in the form and manner we prescribe in writing.
You must comply with all trademark, trade name and service mark notice requirements,

Franchise Business Identification. You must use the name AMCHECK as the trade name of the
Franchise Business and you may not use any other mark or words to identify the Franchise
Business without our prior written consent. You may not use the word AMCHECK or any of the
other Trademarks as part of the name of your corporation, parinership, limited liability company
or other similar entity. You may use the Trademarks on various materials, such as invoices, order
forms, contracts, business cards and stationery, provided you {i) accurately depict the Trademarks
on the materials as we describe in writing, (ii) do not use the Trademarks in connection with any
other trademarks, trade names or service marks unless we specifically approve in writing prior to

. such use, and (it} make available to us, upon our request, a copy of any materials depicting the
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Trademarks. We may require you to post signage that includes an acknowledgment that you
independently own and operate the Franchise Business and that the AMCHECK Trademark is
owned by SBS and your use is under a license we have issued to you. In addition, we may
require that your invoices, order forms and other materials noted above include the same or
similar acknowledgement. You also must make any necessary filings under state laws to reflect
this status.

Litigation. In the event any person or entity improperly uses or infringes the Trademarks or
challenges your use or our use or ownership of the Trademarks, we or SBS will control all
litigation and we or SBS have the right to determine whether suit will be instituted, prosecuted or
settled, the terms of settlement and whether any other action will be taken. You must promptly
notify us of any such use or infringement of which you are aware or any challenge or claim
arising out of your use of any Trademark. You must take reasonable steps, without
compensation, to assist us with any action we or SBS undertake. We and SBS have no liabitity to
you for any third party claims challenging our rights to the Trademarks. We and SBS will be
responsible for our fees and expenses with any such action, unless the challenge or claim results
from your misuse of the Trademarks in violation of this Agreement.

Changes. You may not make any changes or substitutions to the Trademarks unless we direct in
writing. We reserve the right to change the Trademarks at any time. Upon receipt of our notice



to change the Trademarks, you must cease using the former Trademarks and commence using the
changed Trademarks, at your expense.

SECTION 5 TERM AND RENEWAL

The following provisions control with respect to the term and renewal of this Agreement:

A. Term. The initial term of this Agreement is 10 years, unless this Agreement is sooner terminated
in accordance with Section 14. The initial term commences on the date that you begin operation
of the Franchise Business (the “Opening Date™). In the event this Agreement is not renewed and
expires, you must comply fully with the terms and conditions set forth in Section 5.

B. Renewal Term and Conditions of Renewal. You may renew your license for two 10-year renewal
terms, provided that you meet the following conditions for each renewal:

1. You have given us written notice of your decision to renew at least 9 months but not
more than 12 months prior to the end of the expiring term.

2. You sign our then-current form of franchise agreement, the terms of which may differ
from this Agreement, including higher fees (certain terms of the franchise agreement also
may be modified to reflect that the agreement is for a first or second renewal term rather than
an initial term with no renewal rights beyond the second renewal); however, the Designated
Territory only may be changed by mutual agreement of the parties.

3. You comply with the provisions of Section 6, and otherwise update and upgrade your
Franchise Business to our satisfaction at the time of renewal, including the adoption and
implementation of new methods, programs and techniques for the AMCHECK business.

4. You are not in default of this Agreement or any other agreement pertaining to the
- franchise granted, and you have satisfied all monetary and material obligations on a timely
basis during all periods this Agreement is in effect.

5. [If leasing the premises for the Franchise Business, you have renewed the lease and have
provided written proof of your ability to remain in possession of the premises throughout the
renewal and/or the lease is written with a 6-month notice clause.

6. You comply with our then-current franchisee qualification and training requirement.

7. You pay to us a renewal fee equal to one-half of the then-current Initial Franchise Fee.

8. You and your guarantors execute a general release of claims in a form we prescribe.
If you do not meet any of the conditions listed above no later than 3 months prior to the
expiration of the then-ending term, we have no obligation to renew this Agreement and may

provide you 30 days prior written notice of our intent not to renew this Agreement, which notice
will set forth the reasons for our refusal to renew.

SECTION 6 PREMISES STANDARDS AND PREOPENING OBLIGATIONS

You acknowledge and agree that we have the right to establish, from time to time, quality standards
regarding the business operations of the AMCHECK business to protect the distinction, goodwill and
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uniformity symbolized by the Trademarks and the System. Accordingly, you agree to maintain and
comply with our quality standards and agree io the following terms and conditions:

A
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Franchise Business Facility; Lease. You are responsible for leasing a site which shall have
adequate office facilities and otherwise meets our site selection and building criteria. We must
consent to the site in writing (the “Authorized Location”). You may not use the Authorized
Location for any purpose other than the operation of a AMCHECK Franchise Business during the
term of this Agreement. We make no representations or guarantees concerning the success of the
Franchise Business at the Authorized Location or in the Designated Territory.

You may not open and operate your Franchise Business until we have notified you in writing that
you have satisfied your pre-opening obligations as set forth in this Section 6 and we have
approved your Opening Datc. We are not responsible or Hable for any of your pre-opening
obligations, losses or expenses you might incur for your failure to comply with these obligations
or your failure to open by a particular date.

Your lease must contain the Lease Addendum attached as Appendix C. You must provide us
with the lease and the Lease Addendum for the Franchise Business, and receive our prior written
approval of the lease before you execute it. We, however, have no responsibility for the lease. It
is your sole responsibility to evaluate, negotiate and enter into the lease for the Franchise
Business premises.

Construction; Maintenance. You must construct the premises for your Franchise Business in
accordance with our current approved specifications and standards for AMCHECK businesses
pertaining to equipment, signage, fixtures, and design and layout of the premises, and as further
set forth in the Manuals. You also must obtain all necessary permits, licenses and architectural
seals and comply with applicable legal requirements relating to the building, signs, equipment
and premises, including, but not limited to, the Americans with Disabilities Act.

You must thereafter keep and maintain the Franchise Business, including all equipment, in good .
working order and repair and in accordance with the Standards as set forth in the Manuals. If
following an inspection of your Franchise Business we determine that the Business does not meet
our Standards, we will notify you of what is required to bring it into compliance and you shall
bring it into compliance within 30 days or such longer period as we set forth in writing.

Relocation. If you need or decide to relocate the Authorized Location because of growth,
condemnation, destruction, or expiration or cancellation of your lease for reasons other than a
breach of your lease, we will grant you authority to do so at a site acceptable to us that is within
your Designated Territory; provided that the new facility is ready to open and operate in
conjunction with the move from the original premises and is constructed in accordance with our
then-current Standards. You also must comply with subparagraph 7.G and keep your Franchise
Bustness open and operating during any relocation.

You do not have the right to relocate the Authorized Location in the event you lose the right to
occupy the Franchise Business premises because of the cancellation of your lease due to your
breach, rather the cancellation of your lease due to your breach is grounds for immediate
termination under subparagraph 14.B.2.

Signage. You must display and use approved signage with our Trademarks (including logo) at
your Authorized Location. You must keep all signage in good condition at all times and repair or
replace any signage that we determine does not meet our then current standards.



SECTION 7 OPERATIONS STANDARDS AND REQUIREMENTS

You must implement and abide by our requirements and recommendations directed to enhancing
substantial System uniformity. The following provisions control with respect to operations:

Al

Operating Procedures. You must adopt and use as your continuing operational routine the
Standards described in our Manuals. We will revise the Manuals and these Standards
periodically to meet changing conditions of operation or for other reasons stated in subparagraph
7.K below. You must operate the Franchise Business in a manner that reflects favorably at all
times on the Trademarks. You must not engage at any time in any deceptive, misleading or
unethical practice or conduct or any other act that may have a negative impact on our reputation
and the goodwill of the System and the Trademarks. Any required Standards exist to protect our
interests in the System and the Trademarks and not for the purpose of establishing any control or
duty to take control over those matters that are reserved to you.

You acknowledge having received one copy of the Manuals on loan from us for the term of this
Agreement. The Manuals at all times remain our sole property. You must at all times treat the
Manuals, and the information they contain, as secret and confidential, and must follow any
provisions in the Manuals regarding the care, storage and use of the Manuals in order to maintain
such information as secret and confidential. You must not at any time copy, duplicate or
otherwise reproduce any part of the Manuals, without our prior written consent. We may from
time to time update and revise the contents of the Manuals and you expressly agree to comply
with each new or changed requirements. You must at all times insure that your copy of the
Manuals is kept current and up to date, and in the event of any dispute as to the contents of said
Manuals, the terms of the master copy of the Manuals that we maintain is controlling. You
acknowledge and agree that the Manuals and other system communications may only be available
on our Intranet Site or other online or computer communications. If any part or all of the
Manuals is lost, stolen or destroyed, you must notify us immediately.

-Products-and Services. We require yo.u to'offer payroll, human resources, and employes benefits -

and administration services in connection with the operation of your Business. You may offer
and provide only those products and services that we have approved in writing. The approved
products and services may be identified by us in the Manuals or otherwise in writing. Your offer
and delivery of these products and services must meet our Standards, which we may modify from
time to time.

Vendors and Suppliers. You must purchase from approved vendors and suppliers all equipment,
supplies, products and services that we determine meet our standards and specifications of quality
required to protect the valuable goodwill and uniformity symbolized by and associated with the
Trademarks and Business. You acknowledge that we may designate a single source of supply
and that we or an affiliate may be that source. For instance, the initial computer software, as well
as a variety of office supplies and sales brochures, must be purchased from us. In addition, we
are the only approved vendor of tax filing and ACH services. We will provide and update you
from time to time with a written list of the approved equipment, products and services, which list
will include approved suppliers for many of the items. ALTHOUGH APPROVED BY US, WE
AND OUR AFFILIATES MAKE NO WARRANTY AND EXPRESSLY DISCLAIM ALL

- WARRANTIES, INCLUDING WARRANTIES OF MERCHANTABILITY AND FITNESS
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FOR ANY PARTICULAR PURPOSE, WITH RESPECT TO PRODUCTS, SERVICES,
EQUIPMENT, SUPPLIES, WITH RESPECT TO PRODUCTS, SERVICES, EQUIPMENT,
SUPPLIES, FIXTURES, FURNISHINGS OR OTHER APPROVED PRODUCTS.



