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COIT SERVICES, INC.
FRANCHISE AGREEMENT

This Franchise Agreement (the "Agreement") is entered into this day of

, 20 between COIT SERVICES, Inc., a California corporation with its

principal office at 897 Hinckley Road, Burlingame, California 94010 ("COIT"), and
whose principal address
is ("FRANCHISEE").

INTRODUCTION
L. RECITALS AND DEFINITIONS
A, RECITALS

COIT has dedicated time, skill, effort and money to develop a high quality business
for delivering a variety of services to customers. These services inciude drapery, carpet, upholstery,
area rug and air duct cleaning, fabric treatments and such other services as COIT may specify from
time to time.

COIT operates company owned divisions and licenses others to operate franchised
businesses using distinctive uniform business formats, signs, equipment, layouts, systems, methods,
procedures, designs, and marketing and advertising standards and formats (the “COIT System”) and
the Marks (as defined below) all of which COIT may modify.

FRANCHISEE has applied for a franchise to operate a business under the COIT
System and Marks (a “Franchised Business”). COIT approves applications relying on all of the
representations made in the application for the franchise.

B. DEFINITIONS

For purposes of this Agreement, the terms listed below have the meanings that follow
them. Other terms used in this Agreement are defined and construed in the context in which they
occur.

"Competitive Business" is any business offering drapery, carpet, upholstery, air duct or area rug
cleaning services, fabric treatment, Restoration Services or any other service or product that is part of
the COIT System or that is competitive with the services or products offered under the COIT System.

"Computer System" is the computer hardware FRANCHISEE shall purchase, and the software COIT
will provide and license to FRANCHISEE in accordance with COIT's specifications, and which
FRANCHISEE shall use in the operation of the FRANCHISED BUSINESS (as defined below).

“Core Services” means and includes drapery cleaning, carpet cleaning, area rug cleaning, upholstery
cleaning and air duct cleaning that are provided to customers other than in connection with

Restoration Services.
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"Marks" are the trademarks, service marks, trade dress and other commercial symbols COIT or
COIT's affiliates use or may acquire to identify the services offered under the COIT System,
including the mark "COIT".

“National Account” is a business or other organization whose offices, stores, plants, buildings or
other physical facilities are not confined to the territory of a single COIT franchisee or COIT-owned
or affiliated business.

“National Account Services” are services provided to a National Account at its offices, stores, plants,
buildings or other physical facilitics at locations not confined to the territory of a single COIT
franchisee or COIT-owned or affiliated business.

"Plant” is the facility, if any, that FRANCHISEE operates for drapery, fabric treatment and related
cleaning services pursuant to Section 3.A of this Agreement.

"Restoration Addendum" means an addendum to its franchise agreements that COIT uses to
authorize its franchisees to provide Restoration Services.

"Restoration Services" means the services required to return the customer’s property back to its pre-
loss condition after damage by fire, smoke, water, sewage or other causes, which services may
include among others as may be authorized by COIT, cleaning, drying, deodorizing, restoration and
repair, performed at the customer’s premises or at off-site facilities, boxing and transport of damaged
furniture and contents for off-site processing and transport of contents back to the premises.

“The COIT Intranet” means the intranet system maintained by COIT or its designee for authorized
users, including franchisees who enter into and abide by any applicable agreement concerning terms
of use, which agreement may be amended from time to time by COIT in its discretion.

“The FRANCHISED BUSINESS” is the business franchised for operation pursuant to this
Agreement.

"Territory" is the geographical area described in Exhibit A of this Agreement.
2. GRANT OF FRANCHISE
A. GRANT OF FRANCHISE/TERM

Subject to the provisions of this Agreement, COIT grants FRANCHISEE a franchise
("the Franchise™) to operate the FRANCHISED BUSINESS to provide services to COIT customers
in the Territory only, and to use the Marks and COIT System in the operation of the Franchise for a
period of ten (10} years commencing on the date of this Agreement. Unless FRANCHISEE and
COIT have entered into a Restoration Addendum to this Agreement, this grant is limited to the offer
and sale in the Territory of the Core Services and such other goods and services as authorized by
COIT from time to time. COIT may in its sole discretion determine which goods and services are
included in the Franchise. FRANCHISEE may not operate the FRANCHISED BUSINESS
anywhere outside of the Territory unless authorized by COIT in writing.
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B. TERRITORY

Except for the rights reserved to COIT as set forth in Sections 2.C and 2.D below, if
FRANCHISEE remains in compliance with the terms of this Agreement, during the term of this
Agreement COIT will not operate a business using the Marks and the COIT System within the
Territory and COIT will not authorize anyone else to operate a business using the COIT System and
the Marks within the Territory. COIT is not obligated to ensure that no other franchisee conducts
operations within the Territory. COIT may, at its discretion, terminate a franchise agreement for
faiture to cease operation of a COIT Franchised Business in any unauthorized territory within thirty
(30) days after written notice by COIT. COIT alone decides which actions should be taken in
response to such unauthorized activity.

C. RESERVATION OF RIGHTS GENERALLY

Notwithstanding any provisions in Section 2.B, COIT may offer and provide services
to National Accounts subject only to the provisions of Section 2.C below and COIT shall have the
rights set forth in this Section 2.C. If FRANCHISEE and COIT are not parties to a Restoration
Addendum to this Franchise Agreement, COIT may freely and without notice or liability to
FRANCHISEE, provide or authorize others to provide Restoration Services within the Territory
using the COIT Marks and System. COIT also expressly reserves the right to develop and engage in
other lines of business offering and selling goods or services under the Marks or under other marks
and is not obligated to make such goods and services part of the Franchise. COIT further reserves to
itself, its affiliates, its subsidiaries, and its related companies the rights to: (1) open and license
others to open businesses using the COIT System and the Marks within the Territory if Franchisee
does not remain in compliance with this Agreement, including the requirement to offer all services
and products required by COIT; (2) establish, acquire, franchise and engage in businesses identified
by service marks or trademarks other than the Marks within the Territory or at any other location;
(3) establish, acquire, franchise and engage in, under the Marks within the Territory and at any other
location, businesses that do not offer or sell the same services or products as are offered by the

FRANCHISED BUSINESS .
D. NATIONAL ACCOUNTS

COIT shall have the exclusive right to contract with any National Account for
provision of National Account Services regardless of where the account is headquartered and
regardless of whether FRANCHISEE or any other COIT franchisee has provided services to the
National Account before COIT entered into the contract with the National Account. Should COIT
establish a contract for the provision of National Account Services that include facilities of the
National Account located in FRANCHISEE’s Territory, COIT shall offer FRANCHISEE the first
option of providing the services fo the National Account at those facilities in FRANCHISEE’s
Territory at the prices and subject to the contract requirements negotiated by COIT with the National
Account. If FRANCHISEE accepts the project, unless otherwise agreed by COIT, COIT will collect
all amounts due from the National Account and remit to FRANCHISEE the amount due for services
the FRANCHISEE provided to the National Account, less the amount of the Royalties due to COIT
on what was collected, which COIT will retain for its own account. All amounts collected from
National Accounts on FRANCHISEE's behalf or by FRANCHISEE from National Accounts will be
included in Gross Receipts for purposes of calculating Royalties due under this Agreement. Should
FRANCHISEE decline to accept this option, COIT will have the unfettered right to fulfill the
contract requirements to the National Account in the Territory in any manner it deems suitable in its
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sole discretion, including but not limited to through another COIT franchisee, a COIT-owned or
affiliated business or a third party contractor. Additionally, if at any time a National Account for any
reason requests that services in the Territory be provided by someone other than FRANCHISEE,
COIT may revoke FRANCHISEE’s option or right to provide or continue to provide the services and
shall have the right to fulfill the contract requirements to the National Account in the Territory in any
manner it deems suitable in its sole discretion.

3. DEVELOPMENT AND OPENING OF THE FRANCHISED BUSINESS
A. LOCATION OF FRANCHISED BUSINESS

FRANCHISEE shall operate the FRANCHISED BUSINESS from a location within
the territory approved by COIT. FRANCHISEE shall comply with the provisions of Section 3.B of
this Agreement, provided, however, that if FRANCHISEE does not operate a Plant, FRANCHISEE
must: (1) obtain authorization from COIT and agree to utilize an existing COIT Plant for all drapery
cleaning and other services designated by COIT, or (2) if there is no existing COIT Plant within a
reasonable vicinity of the FRANCHISED BUSINESS as determined by COIT, retain the services of
an independent contractor approved by COIT to provide such drapery cleaning and other services for
such duration and utilizing such form of agreement as COIT shall approve.

Nothing contained in this Agreement shall be interpreted as a guarantee of success
for the FRANCHISED BUSINESS within the Territory. It is the responsibility of FRANCHISEE to
secure a location for the Plant. COIT will provide, upon request, consultation and guidelines based
on COIT's experience to assist in the selection of FRANCHISEE's location.

B. DEVELOPMENT OF FRANCHISE

COIT will provide FRANCHISEE with a start up package containing such items as
COIT shall determine. Generally, the start up package will include miscellaneous carpet cleaning,
drapery cleaning, upholstery cleaning and operational supplies, as well as the COIT computer
software necessary for the operation of the FRANCHISED BUSINESS. This package will be
provided to FRANCHISEE within ninety (90) days of approval of this Agreement, unless COIT
notifies FRANCHISEE otherwise. Upon approval of this Agreement, COIT will provide
FRANCHISEE with an itemized list of the start up package.

Subject to the provisions of Section 3.A above, FRANCHISEE shall, within one
hundred twenty (120) days, unless otherwise approved by COIT, do or cause to be done at
FRANCHISEE's cost the following: (1)secure all financing required to fully develop the
FRANCHISED BUSINESS; (2) modify the Plant as necessary to conduct the business of the
FRANCHISED BUSINESS; (3) purchase or lease and install all required fixtures, equipment,
furniture and signs, including the Computer System described in Section 3.E;.(4) purchase all
required supplies and materials necessary for the operation of the FRANCHISED BUSINESS not
included in the start up package referred to above; (5) purchase or lease delivery and service vehicles
which meet COIT's standards and specifications (the "COIT Vehicles"); (6) comply with the
requirements of Paragraph A of this Section; and (7) commence operation of the FRANCHISED
BUSINESS.
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C. DESIGN SPECIFICATIONS

COIT will provide specifications for the COIT Vehicles, including the color and use
of the COIT logo decals. FRANCHISEE must ensure that the COIT Vehicles present a professional
image according to COIT's standards.

D. CUSTOMER TELEPHONE SERVICE

FRANCHISEE must establish and maintain throughout the term of this Agreement,
prompt and adequate telephone service for all potential and existing COIT customers within the
Territory during such hours as COIT shall designate from time to time. COIT has the right, at
COIT's discretion, to require during this Agreement that FRANCHISEE increase telephone service
to meet population or other changes within the Territory. Additionally, FRANCHISEE must:

(a) Maintain the appropriate business telephone service (as described in
subparagraph (b) below) and listing which FRANCHISEE, or an employee of FRANCHISEE
shall answer (as opposed to an answering machine or service) during the hours COIT
designates; and

(b} if available in the Territory, FRANCHISEE must designate a sole business
line for the 1-800-FOR-COIT service. This program has been developed and promoted by
COIT, and is used throughout the COIT System. COIT will assist FRANCHISEE in setting
up this program in FRANCHISEE's area. In addition, a local business line designated solely
for the use of the FRANCHISED BUSINESS must be established. FRANCHISEE is solely
responsible for al} fees and charges associated with these telephone services.

FRANCHISEE acknowledges that COIT, upon termination, expiration or non-
renewal of this Agreement, has the option to assume, transfer, terminate, or amend all telephone
numbers and directory listings that refer or relate to the FRANCHISED BUSINESS, including the
800 numbers. FRANCHISEE is solely responsible for all costs incurred for the use of these
telephone numbers and directory listings.

E. REQUIRED COMPUTER SYSTEM AND COIT INTRANET

COIT has designed proprietary software to help FRANCHISEE effectively and
efficiently operate and manage FRANCHISEE's COIT Franchise. In order to maximize the benefit
of the COIT System, FRANCHISEE must install and utilize in the FRANCHISED BUSINESS the
Computer System. The Computer System includes the COIT proprietary software which COIT will
license and provide to FRANCHISEE at no cost, and compatible computer hardware which COIT
will designate, and FRANCHISEE must provide at FRANCHISEE's sole expense, as well as such
other software programs which COIT may designate for use in connection with FRANCHISEE's
operation of the FRANCHISED BUSINESS. FRANCHISEE, at FRANCHISEE's expense shall
acquire and install the brands, types and/or models of computer hardware COIT designates. The
COIT proprietary computer software is included as part of FRANCHISEE's initial start up package.
COIT will assist FRANCHISEE in the installation of the software and provide training and support
services. If travel to FRANCHISEE's location is required to do installation, travel and lodging
expenses for COIT's personnel shall be paid by FRANCHISEE. FRANCHISEE shall pay to COIT
all continuing monthly or periodic maintenance and upgrade fees as may be provided in the software
license agreement. COIT may modify the Computer System requirements from time to time as
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needed to maximize the operation of the Proprietary Software, for maintaining access to the COIT
Intranet or to foster the efficient operation and management of the FRANCHISED BUSINESS.
FRANCHISEE agrees to make all such modifications reasonably required by COIT.

COIT has established and may require franchisees to use the COIT Intranet. COIT
may in its discretion use the COIT Intranet to provide various forms of training and other assistance
to FRANCHISEE, to provide access to its Operating Manual and updates thereto, for franchisees to
file financial and other reports required by COIT, for general communications between COIT and
franchisees, and for such other purposes as COIT may authorize or require from time to time.
FRANCHISEE agrees to use the COIT Intranet for those purposes designated by COIT and to enter
into the agreement, as may be modified by COIT from time to time, that establishes the terms
relating to the use of the COIT Intranet (“Terms of Use”). FRANCHISEE understands that the COIT
Intranet may be inaccessible if FRANCIHSEE does not agree to or abide by any required Terms of
Use, maintain the required Computer System or maintain connection to the COIT Intranet through an
ISP (Internet Service Provider). COIT is not responsible for any damages incurred by
FRANCHISEE in such event or that may arise due to any ISP failing to provide service.

F. GRAND OPENING PROGRAM

COIT will provide to FRANCHISEE suggestions and materials for use in
FRANCHISEE's grand opening advertising and promotion campaign. COIT must pre-approve, in
writing, all marketing programs and media advertising materials FRANCHISEE uses.

G. OPENING OF THE FRANCHISED BUSINESS

FRANCHISEE shall open the FRANCHISED BUSINESS for business when:
(1) COIT determines that all of FRANCHISEE's obligations under Paragraphs A through F of this
Section have been fulfilled; (2) the personnel of the FRANCHISED BUSINESS has completed pre-
opening training to be provided by COIT; (3) all amounts then due to COIT are paid; and (4) COIT
is furnished with copies of all insurance coverage and premium payments as COIT may request.
FRANCHISEE must comply with these requirements and open for business within one hundred
twenty (120) days after execution of this Agreement, unless otherwise authorized by COIT.

4.  TRAINING AND OPERATING ASSISTANCE
A.  TRAINING

COIT has developed extensive training programs for the benefit of franchisees. This
training is based on COIT's experience and is designed to provide the most up to date information
possible in the areas of business management, financial management, human resource management,
computer system operation, marketing and advertising techniques to build FRANCHISEE's business,
as well as training in the areas of customer service and sales techniques. Additionally, COIT will
provide training and assistance on the procedures of carpet, drapery, upholstery, area rug and air duct
cleaning for FRANCHISEE and FRANCHISEE's employees. Additional training and certification
courses may be offered in various locations from time to time. To encourage FRANCHISEE's
greatest chance of success, COIT requires FRANCHISEE to participate in the following training
programs described below.
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To provide FRANCHISEE and FRANCHISEE's staff with the knowledge to begin
operation of the FRANCHISEE's Franchise, COIT will furnish to FRANCHISEE and up to five (5)
additional people from the FRANCHISED BUSINESS, a mandatory training program (the "Coit
Performance Team Orientation” or "Orientation") in the operation of the FRANCHISED
BUSINESS. This Orientation is conducted by COIT for the purpose of educating FRANCHISEE to
the techniques and procedures employed by COIT, and to familiarize FRANCHISEE with the
systems designed to manage and run FRANCHISEE's franchise. COIT will designate the time, place
and duration of the Orientation. COIT will pay for the program itself, but FRANCHISEE is
responsible for FRANCHISEE's travel and living expenses, and for compensating FRANCHISEE's
agents or employees for expenses they incur in connection with attending the Orientation.

During the term of this Agreement, COIT shall provide, and FRANCHISEE shall
attend, at FRANCHISEE's expense, and at such reasonable times as COIT may designate, additional
or refresher training programs at locations COIT designates. COIT may elect to assess a reasonable
per diem charge for such additional or refresher training programs. In addition to such manager
training courses, each year, COIT will offer at least one (1) national convention. The purpose of
such convention is to providle FRANCHISEE with the latest industry information, product
information, advertising and business management techniques COIT has available, as well as offer a
networking opportunity with other COIT franchisees. A representative of FRANCHISEE's
management personnel shall attend at least one (1) COIT national franchise convention each year,
COIT will provide all meetings, training classes and materials associated with the national
convention at no cost to FRANCHISEE. However, the costs of attending these conventions and
training programs shall be the responsibility of FRANCHISEE, mcludmg the travel and living

expenses of FRANCHISEE and its agents and/or employees.
B. OPERATING ASSISTANCE

COIT will furnish to FRANCHISEE such operating assistance as COIT deems
appropriate.  Operating assistance consists of advice and guidance regarding: (1) improving
profitability; (2) required procedures to ensure quality standards and customer satisfaction;
(3) formulating and implementing advertising and promotional programs; (4) implementing
programs to sell services; (5)recommended equipment, fixtures, signs, operating materials,
chemicals, and supplies; (6) utilizing the Computer System in accordance with Section 3.E; and
(7) establishing administrative, bookkeeping, accounting, sales training and general operating
procedures. Such guidance shall, in COIT's discretion, be furnished in the form of COIT's Operating
Manuals (defined in Paragraph C below), bulletins, written reports and recommendations, other
written materials, refresher training programs and/or telephone or personal consultations.

C. OPERATING MANUALS

During the term of the Franchise, COIT will loan FRANCHISEE operating manuals,
the "Operating Manuals", consisting of handbooks or manuals and other materials. COIT may
provide the Operating Manuals in one or more formats of its choice, including any print media,
computer disk, via electronic mail or via the COIT Intranet. The Operating Manuals contain
suggested and mandatory specifications, standards, policies, and procedures that COIT will prescribe
intermittently for COIT Franchised Businesses and information regarding FRANCHISEE's other
obligations, COIT has the right to modify and reformat the Operating Manuals within its discretion
to reflect changes in the COIT System and to specify changes in the format, image, products,
services and operations of a COIT Franchised Business prescribed by COIT. FRANCHISEE must
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keep a copy of the Operating Manuals current by immediately inserting all modified pages or
sections COIT furnishes. In the event of a dispute over the contents of the Operating Manuals, the
master copy COIT maintains at COIT's principal office shall control. FRANCHISEE may not at any
time copy any part of the Operating Manuals.

5. OPERATING STANDARDS
A. THE COIT PLANT AND VEHICLES

To protect the best interests of all franchisees, COIT has established guidelines for
the acceptable appearance and use of all COIT related vehicles and signage. FRANCHISEE agrees
that: (1) the Plant and COIT Vehicles will be used solely for the purpose of the operation of a COIT
Franchised Business in compliance with this Agreement except that FRANCHISEE may use the
Plant for performing garment cleaning services which are noncompetitive with COIT Franchised
Businesses; (2) FRANCHISEE shall maintain the Plant and COIT Vehicles in good repair and safe
condition, which may include, without limitation the repair or replacement of damaged, worn-out or
obsolete equipment, signs and COIT Vehicles; (3) FRANCHISEE shall modify, re-equip and
refurbish the Plant and COIT Vehicles at reasonable intervals as COIT directs, to accommodate
changes in the operation of COIT Franchised Businesses prescribed by COIT as required of new
COIT franchisees (provided that FRANCHISEE shall have a reasonable time period remaining under
this Agreement to amortize the costs of such Plant or COIT Vehicle improvements); and
(4) FRANCHISEE shall place or display at the Plant (interior and exterior) and on the COIT
Vehicles only such signs, emblems, lettering, logos and display and advertising materials COIT
approves. If at any time in COIT’s reascnable judgment, the general state of repair, appearance or
cleanliness of the Plant or COIT Vehicles, fixtures, equipment, or signs do not meet COIT's
standards, COIT will notify FRANCHISEE, specifying the action to correct such deficiency. If
FRANCHISEE does not cure such deficiency within thirty (30) days, and afterwards continues a
bona fide program to undertake and complete any such required maintenance, COIT has the right (in
addition to COIT's rights under Section 15), but is not obligated, to enter the Plant and correct the
deficiencies on FRANCHISEE's behalf, and FRANCHISEE shall pay the entire costs of such

corrections to COIT on demand.
B. APPROVED PRODUCTS AND SUPPLIERS

COIT has researched and sought out suppliers of equipment, cleaning solutions and
other supplies necessary for the operation of the FRANCHISED BUSINESS. COIT has negotiated
purchasing discounts on many products for FRANCHISEE's benefit as a franchisee. At this time,
COIT has no requirements that FRANCHISEE purchase any equipment, chemicals or other supplies
from COIT.. However, COIT's reputation and goodwill and the reputation and goodwill of the COIT
System and COIT Franchised Businesses is based upon, and can only be maintained by, the
satisfaction of customers who rely on the high quality of services and products provided by COIT
Franchised Businesses. Presenting a uniform image to the public and offering uniform and
consistent high quality services is an essential element of the COIT System, and therefore COIT has
recommended certain suppliers of which COIT will provide FRANCHISEE a list through the COIT
Operating Manuals. These supplies and suppliers meet COIT's requirements, including without
limitation, standards and requirements relating to reputation, product quality, prices, consistency,
reliability, financial capability, labor relations, customer relations, and safety standards. COIT
reserves the right to disallow the use of any product or supply that in COIT’s sole judgment may
present a safety or health risk to FRANCHISEE, FRANCHISEE's employees, associates or
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customers of the FRANCHISED BUSINESS or may not maintain the level of quality necessary to
preserve the reputation of COIT Franchised Businesses.

C. STANDARDS OF AUTHORIZED SERVICE

The COIT reputation has been built by consistently providing a high level of
customer service and professionalism. To continue to build a quality reputation, FRANCHISEE
shall give prompt, courteous and efficient service to the customers. In all dealings with the
customers, suppliers, COIT and the public, FRANCHISEE shall adhere to the highest standards of
honesty, integrity, professionalism, fair dealing and ethical conduct. FRANCHISEE is subject to and
may participate in any evaluation of standards or quality that COIT may conduct or sanction for all
COIT Franchised Businesses. COIT and/or COIT's designees shall at all times have access to
FRANCHISEE's books, records, files, employees, independent contractors and Plant for this

purpose.

FRANCHISEE shall participate in and fully comply with any customer warranty,
guarantee, or customer satisfaction program COIT may establish from time to time, including but not
limited to the requirements to advertise, make known and available to customers all such programs,
and to honor the terms of all such programs that may be established by COIT.

Unless otherwise authorized by COIT, FRANCHISEE must offer drapery cleaning,
upholstery cleaning, carpet cleaning and area rug cleaning. Additionally, air duct cleaning, new
drapery sales, re-upholstering and sales of related products and services are currently authorized but
not required. COIT may continue to approve or require certain services to be offered by the
FRANCHISED BUSINESS to address changing market conditions or opportunities, FRANCHISEE
agrees to offer all mandatory services as designated by COIT from time to time. The FRANCHISED
BUSINESS may provide and perform only such drapery, carpet, duct cleaning and upholstery
cleaning and related services, and offer such goods, as COIT authorizes. To maintain a high level of
quality service, FRANCHISEE shall use only those cleaning methods COIT approves, including but
not limited to the hot water extraction method for carpet cleaning. If FRANCHISEE wishes to
provide any products or services from the Franchised Business that has not been authorized by
COIT, FRANCHISEE must make a written request for authorization, which COIT may grant or deny
in its sole discretion. Upon written notice, COIT may change the mandatory or authorized products
or services. FRANCHISEE shall comply with ail such changes made by COIT within one hundred
twenty (120) days from receipt of COIT’s written notice by either offering and providing the newly
required service or product, or ceasing to offer and provide any service or product that COIT
removes as an authorized service or product.

D, SPECIFICATIONS, STANDARDS AND PROCEDURES

FRANCHISEE shall comply with all specifications, standards and operating
procedures (whether contained in the Operating Manuals or any other document or notice) relating to
the operation of the FRANCHISED BUSINESS, including those relating to:
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