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AMERISPEC, INC.

FRANCHISE AGREEMENT
FRANCHISE NUMBER:
THIS AGREEMENT is made the day of ,20___, by and between

AMERISPEC, INC,,
a Delaware corporation
889 Ridge Lake Boulevard
Mempbhis, Tennessee 38120
(the “Company™)

and

doing business as

with its address at

(the “Franchisee™).

1.) INTRODUCTION

The Company has acquired experience in the development, opening, operation, and promotion of
businesses that provide a variety of single family and multifamily residential and commercial building
inspection services. The Company has developed a marketing plan for the marketing of these and other
services under the trade name and service mark “AmeriSpec®” and other “Names and Marks” (as defined
herein) and desires to grant to qualified persons franchises to use its concepts, programs, and methods of
marketing in the operation of a residential inspection business utilizing exclusively the Names and Marks
selected, used, and promoted by the Company. The Franchisee has made application to the Company for
a franchise to operate an AmeriSpec® home inspection business and the application has been approved
by the Company in reliance upon the representations made in the application.

2) DEFINITIONS

The terms and phrases specified below shall have, for purposes of this Agreement, the following
meanings:

(01)  “Franchise” shall mean the right granted to the Franchisee by the Company to use the
System of Operation and to use the Names and Marks selected, used, and promoted by the Company.

(02)  “Term of the Franchise” shall mean the initial term of the Franchise and all renewal terms
if the Franchise is renewed.

(03)  “Gross Receipts” shall mean the total amount of revenues received by the Franchisee
from all products and services offered by the Franchised Business or offered from the premises of the
Franchised Business, and all other services or products sold under the Names and Marks, or otherwise
related to the Franchised Business or sold to customers of the Franchised Business, whether payment is

AmeriSpec 3.2006 1

Initials




received by cash or credit, plus the fair market value of goods delivered and services rendered to the
Franchisee, or its designee, in consideration for goods and services provided in, from, or in conjunction
with the Franchised Business. There shail be excluded from “Gross Receipts” bona fide refunds, credits
given or allowed by the Franchisee to customers, uncollectible checks, and amounts collected from
customers and remitted by the Franchisee to any governmental taxing authority in satisfaction of sales
taxes. There shall also be excluded from Gross Receipts any revenues received from businesses operated
by the Franchisee prior to the date of this Agreement at the premises of the Franchised Business, provided
such existing businesses have been disclosed to the Company and approved by the Company in writing
on or before the date of execution of this Agreement by the Company and so long as the revenue is not
generated from services or products offered by the Company.

(04)  “Names and Marks” shall mean the commercial trade names, trademarks, service marks
and other commercial symbols, including associated logos, now or hereafter selected, used or promoted
by the Company in connection with its franchised system offering residential and commercial building
inspection services or related products and/or services.

(05)  “System of Operation” shall mean the business plans and methods licensed by the
Company to be used in connection with the operation of the Franchised Business. The “System of
Operation” includes standards, specifications, methods, procedures, techniques, management systems,
identification schemes and information, all of which may be changed, improved and further developed
from time to time by the Company.

(06)  “Franchised Business” shall mean the business franchised under this Agreement to
operate utilizing the System of Operation and the Names and Marks.

(07)  “Designated Territory” shall mean the geographic area described in Paragraph 3(01) of
this Agreement.

(08)  Whenever the term “office” is used in this Agreement in reference to the office of the
Franchised Business, that term shall refer to the principal business office initially established by the
Franchisee under this Agreement, except in Paragraph 15, where the term office shall mean any office
used by the Franchisee during the two (2) year period prior to the termination or expiration of this
Agreement, or the assignment of this Agreement or of the Franchised Business.

3.) GRANT OF FRANCHISE AND RENEWAL OF FRANCHISE

(01)  Subject to the provisions of this Agreement, the Company grants to the Franchisee a
Franchise for a term of ten (10) years, commencing on the date of this Agreement, to utilize the System of
Operation and to use the Names and Marks of the Company in the conduct of a residential inspection
business operated from one location to be selected by the Franchisee and approved by the Company
within the geographic area (the Designated Territory) as described in Exhibit A.

At the Franchisee’s request, the Company will provide the Franchisee a copy of a map indicating
the geographic area of the Designated Territory.

(02)  During the Term of the Franchise, the Company shall not grant to any other person a
franchise to establish a residential and commercial building inspection service office offering the same
products and services as those the Franchisee may offer under the Names and Marks within the
Designated Territory, nor shall the Company open any such office. The Franchisee and the Company
acknowledge, however, that the Franchisee cannot be prevented from soliciting customers for the
Franchised Business outside the Designated Territory, nor can the Company prevent other AmeriSpec®
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offices from soliciting business within the Designated Territory. Furthermore, the parties acknowledge
and understand the Company shall have the right to operate a similar business or grant rights to other
franchisees to operate a similar business, anywhere outside the Designated Territory, even if that business
competes for customers located in the Designated Territory.

(03)  The Franchisee agrees that its authorization to operate as a corporation or limited liability
company shatl be conditioned upon the following requirements:

(a) Its shareholders and/or members and its principal executive officers shall at all times be
personally bound by the terms of this Agreement.

(b) Each stock certificate of the Franchisee shall have conspicuously endorsed upon its face a
statement in a form satisfactory to the Company that it is held subject to this Agreement,
and that any assignment or transfer of the stock certificate is subject to all restrictions
imposed upon assignments by this Agreement.

() Certified copies of the Franchisee’s Articles of Incorporation, By-Laws, and other
governing documents, including the resolutions of the Board of Directors authorizing
entry into this Agreement, shall be promptly furnished to the Company.

(d) If the Franchisee is an individual or a partnership and wishes to incorporate, the
Franchisee shall obtain prior written approval of the Company for the assignment of the
rights and duties under this Agreement to the new corporation and the Company shall
assign this Agreement and the Franchised Business at no additional monetary
consideration for the remainder of the term of this Agreement, at the Company’s
discretion, in accordance with the provisions of Section 16 of this Agreement, provided
that the corporate entity assumes all duties of the Franchisee and that the Franchisee and
all shareholders and principal executive officers remain personally bound by the terms of
this Agreement and enter into a written agreement, in the form attached hereto as Exhibit
B, jointly and severally guaranteeing the full payment and performance of the corporate
entity’s obligations to the Company and agreeing to be personally bound by all covenants
and restrictions imposed upon the corporate entity under the terms of this Agreement.

(04)  If, upon expiration of the initial term or any renewal term of the Franchise, the Franchisee
has complied with all the provisions of the Franchise Agreement which is then expiring, has operated the
Franchised Business utilizing and conforming to the System of Operation, has utilized exclusively the
Names and Marks in the operation of the Franchised Business, and has upgraded the office of the
Franchised Business to meet the Company’s then current standards, the Franchisee shall have the option
to renew the Franchise for an additional term as defined by the then current agreement. To renew the
Franchise, the Franchisee shall execute the Company’s then current form of Franchise Agreement and all
other agreements and legal instruments and documents then customarily employed by the Company in the
grant of Franchises. No initial fee or renewal fee shall be charged in connection with the renewal of the
Franchise. However, the Company retains the right at its sole discretion to require the Franchisee to
submit to a full audit of its operations at a cost not to exceed $2,000 subject to the provisions of 12(04).
The Franchisee shall give the Company not less than two hundred ten (210) days’ prior written notice of
an election not to renew the Franchise. Failure or refusal by the Franchisee to execute all agreements and
documents within thirty (30) days after delivery to the Franchisee shall be deemed an election by the
Franchisee not to renew the Franchise.

(05)  If the Franchise is renewed, the then current franchise agreement may contain terms
inconsistent with those in this Agreement. To the extent that it is impossible for the renewing franchisee
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to comply with any such terms immediately upon renewal, the Company shall provide the franchisee a
reasonable period of time, as defined by the Company, unless specifically otherwise provided in the
agreement, for the franchisee to comply with any terms that are in fact inconsistent with those in this
Agreement. All such terms and time periods will be addressed in writing at the time of renewal.

4.) INITIAL FRANCHISE FEE

(01)  The Franchisee shall pay to the Company an Initial Franchise Fee of Twenty-nine
Thousand Nine Hundred Dollars ($29,900). The Initial Franchise Fee is discounted ten percent (10%) if
the Franchisee, either is (a) an individual who has been, or a legal entity with at least a majority owned by
individual(s) who have been, honorably discharged from the U.S. Army, Navy, Air Force, Marines, or
Coast Guard within five (5) years prior to executing the Franchise Agreement (Military Discount) or
(b) an individual who has, or a legal entity with a least a majority owned by individual(s) who have,
retired with full retirement benefits from the United States government within five (5} years prior to
executing the Franchise Agreement (Federal Employee Discount). If the Franchisee is an employee or
franchisee of any of the ServiceMaster affiliated companies (those companies described in Item 1 of the
Company’s Uniform Franchise Offering Circular) the Initial Franchise Fee is discounted five percent
(5%). Franchisees purchasing multiple franchises at the same time receive a ten percent (10%) discount
on all except the first territory.

If the Franchisee (or a majority in ownership of the shareholders, partners, or members of the Franchisee)
(a) is currently a franchisee of the Company, (b) is not currently in default under any agreement with the
Company, (c) has provided the Company with an acceptable business plan and financial statements in
form and substance acceptable to the Company to support the development of the additional territory,
then the Initial Franchise Fee shall be reduced by ten percent (10%) for the purchase of this Franchise.

If the Franchisee is eligible for more than one discount for the reasons described above, only the largest
discount for which the Franchisee is eligible will be applied to the Initial Franchise Fee.

(02)  The Initial Franchise Fee shall be deemed to have been earned by the Company upon
acceptance of this Agreement by the Company at the time it is due.

3) EARNED SERVICE FEES

(01)  The Franchisee shall pay to the Company, without set off, a nonrefundable earned service
fee equal to seven percent (7%) of the Gross Receipts of the Franchised Business, subject to a minimum
payment of Two Hundred Fifty Dollars ($250) per month. Service fees shall be due on Friday of each
week with respect to Gross Receipts of the Franchised Business generated in the immediately preceding
calendar week. At the end of each calendar month, the Franchisee shall pay an additional payment equal
to the percentage fee due on the Gross Revenues generated since the last weekly payment was due, or, if
the percentage fee due for the entire calendar month is less than the above described minimum payment,
then the Franchisee shall pay an additional amount equal to the difference between the amount paid and
the minimum payment. While service fees are due on business generated from the date the Franchised
Business commences operations, payment of the minimum fee shall commence the first full calendar
month that begins ninety (90) days following completion of the first initial management training program
that is scheduled after execution of this Agreement. The fee shall be transmitted to the Company in the
manner prescribed by the Company.

(02) If any sales, income, excise, use or privilege taxes are imposed or levied upon the
Company (with the exception of federal income taxes) by any government or governmental agency on
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account of the payment of earned service fees by the Franchisec under this Agreement, the Franchisee
shall pay to the Company a sum equal to the amount of such tax as an additional earned service fee

6.) ADVERTISING AND PROMOTION

(01)  The Franchisee shall pay to the Company a weekly “Advertising Contribution” equal to
three percent (3%) of the Gross Receipts of the Franchised Business in the inmediately preceding week,
subject to a minimum contribution of One Hundred Twenty-five Dollars ($125) per month. These fees
will commence at the same time as the earned service fees described in Paragraph 5(01) and will be
transmitted to the Company at the same time and in the same manner as is required of the earned service
fees.

(02)  Reasonable disbursements from the Advertising Fund shall be made solely for the
payment of expenses incurred in connection with the general promotion of the Names and Marks and the
AmeriSpec® franchise system, including, but not limited to: (i) the cost of formulating, developing and
implementing media advertising and public relations campaigns; (ii) the cost of formulating, developing
and implementing promotional programs; (iii} at the option of the Company, reimbursement of all or part
of each Franchisee’s cost of purchasing promotional materials used in connection with promotional
programs authorized by the Company; and (iv) the reasonable cost of administering the Advertising Fund,
including accounting expenses and the actual cost of salaries and fringe benefits paid to the Company’s
employees engaged in administration of the Advertising Fund. There shall be no requirement that all or
any part of the Advertising Fund be disbursed within any accounting period. Losses sustained, or gains
accrued, in the Advertising Fund shall carry over to subsequent fiscal years. All interest if any earned by
the Advertising Fund shall be used for the payment of the foregoing expenses in connection with
promotion of the Names and Marks, before application of any principal to those expenses. Methods of
advertising, selection of media, locale of advertising, and contents, terms and conditions of advertising
campaigns and promotional programs shall be within the sole discretion of the Company. The Franchisee
understands that such advertising is intended to maximize the public’s awareness of the AmeriSpec®
franchise system and the Company accordingly undertakes no obligation to ensure that any individual
franchisee benefits directly or on a pro rata basis from the placement, if any, of such advertising in its
local market. If requested by the Franchisee, the Company shall provide the Franchisee an annual
statement of the financial condition of the Advertising Fund, certified by an executive officer of the
Company.

(03)  Disbursements from the Advertising Fund shall not be made for the payment of expenses
incurred in connection with the Company’s direct marketing of franchise licenses.

(04) At its own expense, the Franchisee shall obtain an annual yellow page listing in the
primary yellow page directory serving each of the geographic areas served by the Franchised Business.
At a minimum, this listing shall consist of a bold heading in such directory. The Franchisee may satisfy
this obligation by purchasing a larger listing cooperatively with other AmeriSpec® businesses.

(05) At its own expense, the Franchisee may conduct advertising campaigns and promotional
programs designed primarily to promote the Franchised Business (“Local Advertising”). Prior to
implementing any Local Advertising, the Franchisee shall submit to the Company for approval all
advertising and promotional material proposed to be used in connection with the Local Advertising. The
Company has the right to review and approve internal advertising efforts (such as web-sites and electronic
mail {(e-mail). The Company may, at its discretion, publish to franchisees standards to which such
internet advertising efforts must conform.
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(06)  The Company shall have the right to photograph the Franchised Business, and to use
these photographs in any advertising or promotional material. The Company shall not be obligated to
compensate the Franchisee in any way for use of the Franchised Business in connection with
photographing the Franchised Business. The Franchisee shall cooperate in securing photographs and the
consent of persons photographed.

(07)  The Company reserves the right to engage the professional services of an advertising
agency which is owned by, or is an affiliate of, the Company or any of its principals.

(08)  Advertising materials, forms, samples, supplies, products and services may be made
available to the Franchisee at scheduled prices. The purchase price for products, supplies and services
purchased by the Franchisee from the Company shall be paid in advance of shipping by the Company.

(09)  The Company shall provide the Franchisee with an internet electronic mail (e-mail)
address and internet website and website address (URL/domain name) for use in operating the Franchised
Business. This e-mail address and website and website address shall be the only e-mail address, website
and website address used by the Franchisee in operating the Franchised Business. The Franchisee agrees
to enter into one or more license agreements in the form the Company requires, under which the
Franchisee will receive a license to use the designated e-mail address, website and website address.

7.) SITE SELECTION AND ESTABLISHMENT OF BUSINESS PREMISES

(01)  The Franchisee shall be required to cstablish a regular and fully operational, full-time
business office within the Designated Territory from which the Franchised Business shall be operated.
The office shall be located within the Designated Territory as specified in Paragraph 3(01) of this
Agreement. The Franchisee shall submit the information regarding the office location to the Company for
approval prior to establishment thereof. The Franchisee shall provide the Company with such information
regarding any proposed site as may be reasonably requested by the Company.

(02)  While the Company does not prescribe specific standards for the interior or exterior of
the office established by the Franchisee, the office is expected to be tastefully decorated in a manner
designed to enhance the goodwill associated with the Names and Marks. Once established, the office
may not be moved without the prior consent of the Company, which consent shall not be unreasonably
withheld so long as any new location selected by the Franchisee is within the Franchisee’s Designated
Territory and does not infringe upon any Designated Territory granted to any other franchisee.

(03)  The Franchisee shall advertise an office telephone number containing the area code and a
three (3)-digit prefix that is assigned to the particular geographic area in which the office of the
Franchised Business is located.

(04)  The Franchisee shall not be allowed to maintain or use or advertise an office, branch
office, referral office, or any other permanent or temporary office or location outside the Designated
Territory at any time.

(05)  If the Franchisee owns multiple franchises, the designated territories of which are
contiguous, then the Franchisee is only required to establish one regular, full-time business office
pursuant to sub paragraph (01) and thus shall not be required to have an independent office for each of the
multiple franchises.
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8.) TRAINING AND ASSISTANCE

(01)  The Company shall provide initial training to the Franchisee as set forth in this section at
a suitable location in Memphis, Tennessee ot, from time to time, and at our discretion, at regional
locations. The training shall consist of: (1) management training in the marketing, administration and
operation of the Franchised Business and (2) technical training in the provision of home inspection
services. The technical training portion of the initial training consists of training on the performance of
home inspections. The Company may, but is not required to, provide or make available to franchisees
training on the performance of other residential and commercial building inspections. Each individual
franchisee must ensure that they are properly trained to perform any service offered under the Names and
Marks and that the performance of any such service is approved by the Company in writing. Either the
Franchisee or a manager of the Franchised Business approved by the Company shall attend and
satisfactorily complete the initial training first scheduled after the execution of the franchise agreement
before the Franchised Business opens. In addition, all employees of the Franchisee and other individuals
who conduct home inspection services on behalf of the Franchisee, must complete the technical part of
the initial training and complete and pass the final exam designated by the Company for certification,
unless the Company waives this requirement in writing, not later than sixty (60) days after being retained
or employed by the Franchisee.

(02)  We provide, at no additional charge, the two weeks of initial training for you or your
approved manager. If the Franchised Business is owned by more than one individual, then we will
provide the initial training for up to two people at no additional charge. Each additional person who
attends the initial training will be charged the then current fee for training. We will also provide, at no
additional charge, up to a total of four additional weeks of initial training for your employees; for
example, two additional weeks of technical training and two additional weeks of management training.
(Existing franchisees purchasing additional franchises will not receive the two weeks of initial training for
franchisees and approved managers; however, they will receive four additional weeks of training.) You
must pay all of your lodging, meals, transportation, and other out-of-pocket expenses incurred during or
related to this initia) training, except to the extent that they may be included in the initial franchise fee.
Upon renewal, all training is at Franchisee’s expense unless Franchisee has credits left over from the
expiring franchise term.

(03)  As the Company develops and/or approves additional residential and commercial
building inspection services to be provided under the Names and Marks, the Company may, but is not
required to, also develop additional training programs with respect to these additional services. However,
it is the sole responsibility of the franchisee to ensure that he or she is properly trained to perform any
service offered under the Names and Marks and that the services are pre-approved by the Company. If
the Company develops such additional training programs, it will offer the training programs to the
Franchisee at its then current fee. If such additional training program(s) are offered, the Franchisee may
be required to attend the training as a condition to being authorized to provide the service that is the
subject of the training. All expenses for lodging, meals, transportation and other out-of-pocket expenses
to attend the training for the Franchisee and its employees are the sole responsibility of the Franchisee.

(04)  The Company shall provide to the Franchisee an initial supply of business cards,
stationery, and marketing and training materials (excluding the AmeriSpec Report binder and its contents)
to be used in the start-up of the Franchised Business. Additional supplies shall be available for purchase
from the Company. The initial supply of business cards, stationery, and marketing and training materials
will not be provided by the Company if the franchisee is currently a franchisee of the Company and
entitled to the 10% discount for the purchase of the franchise as described in Section 4)(01)
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