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Concerto Networks® Franchise Agreement ' Concerto Networks Inc.

INDIVIDUAL FRANCHISE AGREEMENT

THIS AGREEMENT IS ENTERED INTO BY AND BETWEEN CONCERTOQ NETWORKS, INC., A CALIFORNIA
CORPORATION AND THE PERSON OR PERSONS LISTED BELOW DESCRIBED AS *FRANCHISEE"

PARTIES AND RECITALS

FRANCHISOR: CONCERTO NETWORKS, INC.
' A CALIFORNIA CORPORATION

FRANCHISEE: FULL LEGAL NAME
See attached ownership information form

FRANCHISEE'S CONCERTO NETWORKS BUSINESS ADDRESS:

{Street address)

(City) (State) (Zip code)

CONCERTO NETWORKS FRANCHISE NO.

IN THIS AGREEMENT, CAPITALIZED WORDS AND PHRASES SHALL HAVE THE MEANINGS SET FORTH IN SECTION
25.

Franchisor has the right to license certain trademarks, service marks, trade names, logos, and/or indicia of origin, the
distinctiveness and value of which are acknowledged by Franchisee;

Franchisor had developed know-how and a unique and comprehensive system for the operation of businesses offering mobile,
onsite information technology services and computer network solutions;

Franchisor has developed and provides services, sales development programs and other related benefits for use of Franchisee
under the trademark “Concerto Networks";

Franchisee acknowledges the substantial goodwill and business value in Franchisor's trademarks, System and services;

Franchisee desires to obtain a franchise from Franchisor for the right to operate a business using the Marks and the System and
having access to the services pursuant to the terms of this Agreement.

NOW THEREFORE, IN CONSIDERATION OF THE FOREGOING, THE FEES AND OTHER SUMS PAYABLE BY

FRANCHISEE AND OF THE MUTUAL COVENANTS CONTAINED IN THIS AGREEMENT, THE ADEQUACY OF WHICH IS
HEREBY ACKNOWLEDGED BY BOTH PARTIES, THE PARTIES AGREE AS FOLLOWS:

1.0 GRANT OF FRANCHISE

Until expiration or termination of this Agreement and subject to all the terms and conditions of this Agreement:

1.1 CNI hereby grants to Franchisee and Franchisee hereby accepts the right to operate a Concerto Networks Business,
including the right to use in connection therewith the System and the Marks, within the boundaries of the Territory.

1.2 Franchisee is permitted to solicit clients as a CNI Franchisee in the Territory only.

1.3 Franchisee acknowledges that CNI and other franchisees of CNI may also be permitted to solicit clients in the Territory.
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2.0 TERRITORY

2.1

22

23

24

2.5

25

Franchisee acknowledges that CNI and other franchisees of CNI may also be permitted to solicit clients in the Territory.

Franchisee acknowledges that CNI has the right to own, operate or franchise other Concerto Networks businesses
within the Territory.

Franchisee acknowledges that CNI has the right to own, operate or franchise any other business under a different
trademark or trade name within or outside the Territory.

The rights granted to Franchisee hereunder are non-exclusive and CNJ, in its sole and absolute discretion, reserves the
right to grant ficenses to others in and to the Marks, and to sell or license to sell products or services under the Marks
or otherwise through alternate delivery systems or other distribution channels, bath within and outside the Territory,

Franchisee's rights to the Territory described herein shall continue during the initial term hereof and shall be subject to
modification, at CNI's sole discretion, at the time of renewal of this Agreement.

This Agreement does not provide Franchisee with any options, rights of first refusal or similar rights to acquire
additional franchises with the Territory or areas contiguous to the Territory. The boundaries of the Territory may be
altered during the initial term hereof only by mutual consent in writing by both parties.

3.0 TERM AND RENEWAL

The term of this Agreement shall be ten {10) years from the Effective Date subject to earlier termination as provided herein.

3.1

32

3.21

Provided that Franchisee shall have complied with all the terms of this Agreement, and subject to fulfillment of the
conditions in Section 3.2 below, Franchisee shall have the option to renew this Agreement for successive periods of ten
(10) years each.

As conditions to renewal, Franchisee must:

a. Provide CNI written notice of intent to renew this Agreement at least six {(6) maonths prior to the end of the term
hereof;
b. At the time of such notice, pay a Renewal Fee of twenty five percent (25%) of the then-current initial CNI

franchise fee;

c. Execute the then-current franchise agreement for new Concerto Network franchised businesses as of the date
of expiration of the term hereof;

d Execute all other required documents, including a consent to renew;

e. Be in complete compliance with this Agreement, including payment of all fees due, the requirements described
in the Manual and al! other agreements and policies in effect between CNI and Franchisee;,

f. Be current with all financial obligations to third parties, including Franchisee’s landlord and other vendors or
products or services to Franchisee's Concerto Networks Business;

g. Upgrade all hardware, software and equipment used in Franchisee's Business to comply with CNI's then-
current standards as described in the Manual;

h. Upgrade the motor vehicle to comply with CNI's then-current standards,; and

i Execute a general release in favor of CNI from any claims arising during the term hereof.

Upon expiration of the term of this Agreement, if Franchisee does not renew as set forth above, CNI shall have the
option to purchase the assets of Franchisee’s Business at a purchase price of sixty percent (60%) of Gross Revenue of

the Business for the preceding twelve (12) months, from which shall be deducted in the following order:

a. All outstanding and unpaid obligations of Franchisee to CNI, including all unpaid fees, fate payment fees and
interest, promisscry notes and equipment leases;
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All of CNI's costs of collection of such unpaid obligations, if any,;
The cost of upgrading Franchisee’s Business to CNI's then-current standards; and
All outstanding claims of Franchisee’s creditors.

CNI is hereby granted sixty (60) days from expiration of the term of this Agreement within which to provide
notice of its exercise of these option rights.

4.0 FRANCHISOR ASSISTANCE

41 Prior to opening of Franchisee’s Business, CNI or its designee shall pravide the following assistance and service to
Franchisee:
a. CNI will make available for sale {o Franchisee an equipment package to operate the Business.
b. CNI will loan to you a single copy of the Manual. The Manual may be in print form, CD Rom, software copy or
other formats and materials.
c. CNI will provide an initial training and crientation program to Franchisee.
4.2 During the ongoing operation by Franchisee of the Business, CNI or its designee shall provide the following assistance

and services to franchisee:

a. CNI will provide, from time to time, reasonable continuing consultation and advice regarding operation of the
Business, including technical and business support during normal business hours.

b. Upon Franchisee’s written request, CNI will provide reasonable assistance by e-mail, telephone, fax, or if the
situation warrants, through on-site assistance by your Area Franchisee or CNI employse or agent. This
method of assistance shall be subject to the availability of perscnnel and shalt be at CNI's diseretion.

c. Franchisee acknowledges that that there may or may not be an Area Franchisee within the geographic area
where Franchisee’s Territory is located. If there is no such Area Franchisee, CNI will directly provide services
otherwise provided by an Area Franchisee.

5.0 FEES
51 Franchisee shall pay to CNI the following fees:

a. An initial franchise fee in the amount of $21,000.00 at the execution of this Agreement and paid in
consideration of the granting of the rights hereunder. The initial franchise fee is fully earned by CNI and is not
refundabile.

An initial training fee in the amount of $4,800 at the execution of this Agreement and paid in consideration of
the granting of the rights hereunder. The initial franchise fee is fully earned by CNI and is not refundable.

b. Franchisee selects, agrees and operates under the Option A Plan-

Royalty Fee Option A: A continuing Royalty amounting to fourteen percent {14%) of Gross Billable
Hours/Rates Service Revenue (Described in item 6 and Notes in the FOC and/or Operations Manual).
Following ninety days after successful completion of Training by Franchisee, the minimum Royalty shall be
$150 monthly.

Marketing Fee Option A: A Marketing Fee of one percent (1%} of Gross Billable Hours/Rates Service
Revenue (Described in item 6 and Notes in the FOC and/or Operations Manual).

Advertising Fee Option A: An Advertising Fee of two percent (2%) of Gross Billable Hours/Rates Service
Revenue (Described in item 6 and Notes in the FOC and/or Operations Manual).
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c. Franchisee selects, agrees and operates under the Option B Plan-
Royalty Fee Option B: A continuing Royalty amounting to twelve (12%) of Gross Billable Hours/Rates
Service Revenue (Described in ltem 6 and Notes in the FOC and/or Operations Manual). And not subject to a
minimum monthly Royalty.

Marketing Fee Option B: $300 per month, subject to 5-10% increase each year.

Advertising Fee Option B: $300 per nionth, subject to 5-10% increase each year.

d Franchisee shall pay CNI intranet access, POS system usage, administration, server maintenance fee in the
amount of $55/month, per user. At CNI's discretion, this rate is subject to change up to $99/month, per user at
any time.

f. Franchisee shall pay Merchant Card Services fee of Gross Merchant Card Sales Revenue (Current fees range

from 1.5-2.99% and fees are subject to change at any time by the current merchant card services provider).

52 Payment of Fees

a. Royalties, Advertising Fees and Marketing Fees are payable by Franchisee to CNI immediately upon
Franchisee's receipt of payment from Franchisee’s Client pursuant to a Transaction.

it

Depending on the option plan, franchisee may be required to pay the Advertising and Marketing Fees at the 1
day of each month. Immediately or direct payment by CNI-approved transaction process as described in the
operations manual as part of the Concerto Networks “System’”.

b. Royalties, Advertising Fees and Marketing Fees are payable by electronic funds transfer or determined by CNI
immediately after each Transaction is completed by Franchisee. Immediately or direct payment by CNI-
approved transaction process as described in the operations manual as part of the Concerto Networks
"System”.

c. Electronic funds transfers shall be completed through a CNI approved commercial bank, as described in the
Manual as part of the Concerto Netwarks “Systerm”.

d. CNI may, at its option, charge a late fee of up to $35.00 for any Royalty, Advertising Fees or Marketing Fees
that are not paid when due.

e CNi may, in addition, charge interest at the highest applicable legal rate for open account business credit, not
to exceed one and one-half percent (1%4%) per month, on any Royally, Advertising Fees or Marketing fees that
are not paid when due.

f. All payments required hereunder shall be made without deduction or setoff.

6.0 COMMISSIONS PAID TO FRANCHISEES

6.1 Subject to the provisions hereof, CNI shall pay to Franchisee a Commission of a percentage of Gross Revenue from an
Approved Sales Channel Transaction, as described in the Manual or otherwise specified in writing by CNI.

6.2 In order to be eligible to receive a Commission, Franchisee must claim the Client as described in the Manual.
6.3 Payment shall be made to Franchisee within thirty (30} days of CNI's receipt of payment for compensation of sales
made through Franchisee. Upon payment of commission to Franchisee, CNI shall furnish Franchisee with a

commission statement and point-of-sale report listing all billings, inveices and amounts paid.

6.4 CNI shall pay Commissions by electronic funds transfer through a CNI approved commercial bank.

7.0 OWNERSHIP OF INTELLECTUAL PROPERTY

7.1 Franchisee hereby acknowledges and agrees that all right, title and interest to the System and the Marks are and shall
remain vested solely in CNf and that any use thereof by Franchisee shall inure to the benefit of CNI. Franchisee hereby
disciaims any right or interest in the System, the Marks or in the goodwill derived therefrom. Upon termination or
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7.2

7.3

7.4

7.5

7.6

8.0

8.1

8.2

83

8.4

8.5

8.6

8.7

8.8

expiration of this Agreement, no monetary amount shall be assigned as attributable to any goodwill associated with
Franchisee’s use of the System or the Marks.

Franchisee agrees not to contest, either directly or indirectly, the validity of the Marks or CNI's ownership, right, title or
interest in the Marks and/or the System and/or CNI's sole right to register, use or license others to use the same.

Franchisee understands and agrees that any use of the Marks other than as expressly authorized by this Agreement,
without GNI's prior written approval, constitutes infringement of CNI's rights therein and that Franchisee's right to use
the Marks does not extend beyond the termination or expiration of this Agreement.

Franchisee shall not use any of the Marks, or any abbreviations or variations thereof, or any words deemed by CNI to
be confusingly similar to the Marks as part of Franchisee's corporate or other business name.

Franchisee shall immediately notify CNI of any infringements or imitations of the Marks or the System, or of any
challenges to Franchisee's use of any of the Marks or the System. CNI shall have sole discretion to take any action,
administrative proceedings or litigation affecting the Marks or the System. Franchisee shall cooperate in the
prosecution or defense of any such action and shall be named as a party in any such action if requested by CNL. CNI
shall bear the legal expenses incidental to Franchisee's participation in such action, except for the cost of Franchisee's
personal legal counsel if Franchisee elects to be represented by counsel of Franchisee’s choosing.

CNI reserves the right, in its sole discretion, to designate one or more new, medified or replacement Marks for use by
Franchisee and to require the use by Franchisee of any such new, moedified or replacement Marks in addition to or in
lieu of any previously designated Marks. Any expenses or costs associated with the use by Franchisee of any such
new, modified or replacement Marks shall be the sole responsibility of Franchisee.

STANDARDS OF OPERATION

Franchisee shall adhere to the System. The System is described herein, in the Manual and otherwise specified in
writing by CNI. CNI plans to continue to update and modify the System from time to time, as it deems advisable, in its
sole judgment.

Franchisee shall meet all the standards and specifications, as those may change from time to time, and follow the
procedures communicated in writing by CNI to Franchisee, including CNI's standards in computer hardware and
software. During the term of this Agreement, Franchisee agrees to comply with such specified changes or
modifications promptly upen notice from CNI, at Franchisee's cost.

Franchisee shall offer to its Clients only those products and services, including products and services which are
required, optional or are being test-marketed by, as described in the Manual or otherwise specified in writing by CNI.

During the term of this Agreement, Franchisee shall purchase and maintain, at Franchisee's sole expense, a motor
vehicle which complies with CNI's requirements. These requirements currently include the brand, age and color, to
which is applied a designed graphics package, featuring the Concerto Networks trademark “wrapped” around the
vehicle.

Franchisee shall do business under Franchisee's legal name followed by the initials “d.b.a.” and the business name
“Concerto Networks” or such other business name as designated by CNI. Franchisee shall promptly register such

“d b.a.” business name at the office of the county or at such other public office as required by the laws of the state and
county in which Franchisee’s Business is located.

Franchisee shall, during the term of this Agreement, maintain access to the Internet and comply with all Internet
Policies.

Franchisee shall, during the term of this Agreement, use the Internet website provided by CNI, and shall not establish
any other Internet presence or website using the System or the Marks.

Franchisee shall submit to CNI in such form as required by the manual, reports containing information about Clients of

Franchisee's Business. All such information, including Glient lists, shall became the property of CNI and CNI shall have
the right to contact such Clients for business reasons at any time.
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9.0 CONFIDENTIAL OPERATIONS MANUAL

9.1

92

8.3

94

CNI shall loan to Franchisee for the term of this Agreement, the most current edition of the Manual, as well as other
written standards and approved sources for the System. The Manual and all such other information shall be returned to
CNI promptly upon expiration or earlier termination of this Agreement.

The Manual, as it may be renamed, amended, expanded and consclidated from time to time by CNI, contains
mandatory operating standards, specifications and procedures as prescribed from time to time by CNI for the operation
of a Concerto Networks Business. Franchise shall stricly adhere to the standards, specifications and procedures set
forth in the Manual.

The material contained in the Manual consists of confidential trade secrets of CNi and CNI is the owner of the Manual
and all proprietary rights in and to the material and information contained therein. Such material is to be used by
Franchisee only in connection with the operation of Franchisee’s Concerto Networks Business.

The provisions of the Manual as modified from time to time and any other mandatory specifications, standards or
procedures communicated in writing by CNI to Franchisee are incorporated herein and shall constitute provisions of this
Agreement as if fully set forth herein. All references to this Agreement shall include all such mandatory specifications,
standards and operating procedures.

10.0 MARKETING AND ADVERTISING

The parties acknowledge the value of standardized marketing and advertising programs to the growth of the goodwnl and public
image associated with the Marks and the System and agree as follows:

Marketing

10.1

CNI shall maintain and administer the Marketing Fee and shall, in its scle discretion, use such fee for national
advertising and public relations, research and development, testing and pilot programs to promote the sale of existing
or new products of services for the System; for promotional programs to assist specific regions or franchises; for
promoting the sale of new franchises; for market research; and for producing common promotional material for use by
Concerto Networks franchisees on a local, regional or national basis.

if franchisee agrees to operate under the Marketing Fee Option B Plan, $100 or 1/3 of the $300/Monthly Marketing Fee
will be provided to the CNI designated Area Developer to promote the development of the franchise network in the
designated territory and the remaining $200 or 2/3 of the $300/Monthly Marketing Fee will be used by CNI in its sole
discretion and may use such fee for national advertising, public relations, research and development, testing and pilot
programs to promote the sale of existing or new products of services for the System; for promaotional programs to assist
specific regions or franchises; for promoting the sale of new franchises; for market research; and for producing common
promotional material for use by Concerto Networks franchisees on a local, regional or national basis.

10.2 CNI will not segregate the Marketing Fee in a separate account and it will be co-mingled with CNI's general operating
revenues. .

10.3 CNI shall have complete discretion as to the use and allocation of these funds, which may be used for payment of direct
program costs and/or overhead expenses related to the above-described activities.

Advertising

104 Advertising Fees will be administered by CNI.

10.4A  Iffranchisee agrees to operate under the Advertising Fee Option B Plan, 100% of the $300/Monthly or current
Advertising fee will be administered by CNI and used in your franchise territory/FSA to support you local advertising
campaigns or programs. You may be required to pay for the additional expenses beyond the $300/month to support
advertising campaigns for your. territory/FSA.

10.5 At a time to be determined by CNI in its discretion, CNI will implement a nationa! advertising program.

10.6 If franchise agrees to operate under the Advertising Fee Option A Plan, until a national advertising program is

implemented, one-half of the Advertising Fees will be set aside in a separate account by CNI and will not be used for
any other purpose, and will be available as matching funds for use by the Ad Association as described in Section 10.8
below.
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10.7

10.8

109

10.10

10.11

10.12

10.13

10.14

Franchisee shall jein and participate in an Ad Association.
Ad Associations shall be governed as follows:

a. CNI will have the right, in its sole discretion, to designate any geographic area for purposes of establishing an
Ad Association and to determine which Ad association Franchisee is required to join.

b. CNI may require an Ad Association to be changed, dissolved or merged with another such association.

c. The Ad Association shall be organized and governed in a form and manner approved by a majority of its
members and consistent with applicable law and CNI's written guidelines, if any.

d. No promotional or advertising plans or materiais shall be used for the Ad Association or any of its members
without CNI's prior written approval.

€. If franchise agrees to operate under the Advertising Option A Plan, the Ad Association may require its
members to make contributions; provided, however, that Franchisee shall not be required to contribute more
than 2% of Gross Billable Service Hours/Rates Revenues to the Ad Association.

f. All amounts contributed to the Ad Association by its members will be eligible for matching funds from the
Advertising Fees as describad in Section 10.6 above.

Franchisee shall comply with advertising and marketing standards established from time to time by CNI. Franchisee
shall use, sell or distribute only those advertising or marketing materials, which are authorized by CNI in writing prior to,
use. Any advertising or marketing materials must be approved by CNI in writing prior to use.

Franchisee is required to advertise in the local "yellow” pages and “white” pages of the applicable telephone directory,
using advertisements approved by CNI, in those categories as specified in the Manual or otherwise in writing by CNL.

Above and beyond the franchisee’s Option A or B Plans, CNiin its sole discretion will arrange for direct mail programs
for the benefit of Franchisee in Franchisee’s Territory. Franchisee will reimburse CNI for such direct mail programs,
provided that the cost thereof will not exceed $4,000 in any calendar year.

Any advertising or other presence or promotion by Franchisee on the Internet must comply with CNI's Internet Policies.

Franchisee shall use the Marks, trade styles, color combinations, designs, symbols and slogans only in the manner and
to the extent specifically permitted by this Agreement, the Manual or otherwise by written consent of CNI. CNI reserves
the right to approve all advertising or promotional materials, such as signs, stationary, business cards, forms and
supplies which were not provided by CNI but which contain or use the Marks. All advertising (including Internet
advertising), publicity signs, decoration, furnishings, equipment or other materials employing in any way the Marks must
be approved in writing by CNI prior to publication or use.

CNI will, upon written request, provide a statement to Franchisee of the annual receipts and expenses of all Advertising
Fees received in the prior fiscal year. This financial statement need not be audited.

11.0 STATEMENTS, RECORDS, PAYMENTS AND AUDIT

11.14

Statements and Records

a. Franchisee shall make reports and keep records concerning the financial operation of Franchisee's Business
as described below and in the Manual. Franchisee agrees to use forms as designated by CNI and to complete
such forms in a manner satisfactory to CNL.

b. Franchisee shall supply CNI with yearly financial information on forms and in a format designated by CNI.

c. Franchisee shall maintain copies of all tax returns and accounting records as described in the Manual and as
required by the IRS and any other taxing authority.

d. Franchisee shall maintain true and accurate accounts and records of all Transactions of the Business in a
form satisfactory to CNI.
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11.2

Franchigee shall maintain records of the Business either in accordance with an accounting system designated
by CNI or with an accounting system, which conforms to generally accepted accounting principles. Franchisee
shall be responsible for the expense of maintaining such accounting system.

Franchisee shall file all Federal, State and local reports and returns as required by law and as described in the
Manual.

Franchisee shall provide to CNI copies of any such reports, returns or records upon request.

CNI shalt have access to Franchisee's POS computer data and related information by means of direct access
in person, via the Internet or by other means as described in the Manual.

Franchisee grants to CNI or its representatives the right, at any time, to conduct an examination and audit of
all of Franchisee's financial books and records relating to Franchisee's Business, and to make copies.
Franchisee shall cooperate with the audit process and make a knowledgeable representative of Franchisee
available to CNI to answer questions and explain fransactions.

Such audit shall be at CNI's expense; provided howeaver that Franchisee shall pay the reasonable cost of any
audit where such audit discloses that Franchisee has paid less than 95% of the Royalties, Advertising Fees or
Marketing Fees due in the audited period.

Franchisee shall immediately pay the amount of any deficiency, plus interest at the rate set forth herein for late
payments from the date such deficiency was due, as well as the cost of the audit.

In connection with any audit, Franchisee further agrees and autharizes any vendors with whom Franchisee
does business to release to CNI or CNI's representative any information, reports or data that any such vendor
may obtain from Franchisee in connection with providing goods or services to the Franchisee.

12.0 REPRESENTATIONS, WARRANTIES AND COVENANTS

121

12.2

During the term of this Agreement, Franchisee, its principals and each guarantor hereof covenants:

a.

b.

To use best and continuing efforts to promote and develop Franchisee's Business;

To devote sufficient time and attention to ensure proper management of Franchisee’s Business;

To maintain a sufficient number of competent, conscientious, trained staff to operate Franchisee's Business;
To comply with all applicable laws;

To attend, at Franchisee's expense, all regional meetings as arranged by CNI or your Area Franchisee and to
attend and participate in CNI's annual convention;

To arrange for Franchisee’s manager and other employees to attend and complete such training as required
by CNI from time to time; and

During the term of this Agreement, not to engage in any business other than operation of Franchisee's
Concerto Networks Business.

Franchisee agrees that Franchisee or its principals will not, for a period of two (2) years after expiration or termination of
this Agreement, either directly or indirectly, by virtue of being an employee, proprietor, partner, stockholder, agent,
principal, owner, part-owner, co-venturer, officer, director, manager, operator, financier, salespersan, or other
participant (including through family relationships):

a.

Be associated with a competing business within a fifty mile radius of any existing Concerté Networks
franchised business;

Directly or indirectly solicit business or make contact with customers of any Concerto Networks business for
any competitive purpose; or
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