+« You will pay for all transportation and wage expenses for each additionai person
you choose to invalve in training.

« Prior to gommencing training, you will pay us the cost of training materials, food
and_lodging_for each_additional persen._Lodging and_meals will be provided at
iocations we designate. Currentiy. the approximate cost of training materials is
$200 to $300 for each additional person (if you are accompanied by a spouse or
other_person_that is not purchasing a franchise, then that persen will not attend
iraining, bui may purchase lodging and meals as described betow), Currently, the
approximate cost of meals during initial fraining is 3500 for each additional
persen. If you share vour room with the additional person, then you wili not incur
additional expense for lodging. Each additional room costs approximately $700 to
$800 for the approximately 4 days of initial training.

You must complete the training program unless, at our reasonable discretion, based upon your
experience, we deem the training unnecessary.

We will not be liable for your costs or expenses if we terminate the Franchise Agreement because
you fail to complete the mandatory training to our satisfaction. If you are a corporation, a
partnership or a limited liability company, at least one trainee must be one of your principal
owners. If you or your principal owners will not be directly involved in the supervision of the
franchise business, you must employ a designated manager who also has completed the fraining
program to our satisfaction.

training. {Franchise Agreement, Section 3.1}

| ©On two separate occasions, at the time the Franchise opens for business and upon not less than
35 days prior written notice to us, we will provide the full-ime services of a trainer at your

| franchise premises for up to two days {per occasion) to assist with marketing, employee training,
form use, sales assistance and use of the Operations Manual. We will bear the trainer's
expenses for this assistance.

At your option and upon not less than 35 days’ prior written notice to us, you or your managers
and employees may receive additional training at our training center or at other agreed upon
locations. Ali expenses of this training will be bome by you, including but not limited to your or our
travel, lodging, meals, compensation, and our reasonable costs and expenses including a
reasonable training fee at our then current rates. You will not receive any compensation for
services rendered by the trainee during this or any other training. {Franchise Agreement, Section
3.2).

We may provide refresher training programs, seminars or other courses designed to assist you
with your franchise business and rnay require that you or your managers attend and complete
them to our satisfaction. These programs and seminars will be held at locations we designate and
wilt be provided without charge to you. You will be exclusively responsible for paying all travel,
living and other expenses and compensation of attending these programs and seminars. Each
year, you or the designated managers of your Franchise will be required to attend up to 20 hours
of programs and seminars, depending upon program and seminar availability. {Franchise
Agreement, Section 3.2).

DURING THE OPERATION OF YOUR FRANCHISE BUSINESS, WE WILL:

We will provide ongoing assistance, for your training, advertising, sales assistance and use of the
Operations Manual. (Franchise Agreement, Section 3.2)

We will assist in the administration of DNA SERVICES advertising programs and the formulation
of promotion programs.
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See ltem 6 concerning advertising assessments and required contributions. We currentiy do not
have any local franchisee advertising cooperatives that collect and administer advertising funds.
The funds are not audited. Annual financial statements of the funds are available for your review
once they have been prepared, usually within 60 days after the end of the relevant period.

Summary of Advertising Fund Contributions and Expenses for Fiscal Year 2006

Expenses: Corporate overhead 50 0%
Production of commercials and market research $0 0%
Market level advertising $0 100%
Total expenses: $0 100%
Advertising fund contributions: $0 100%
Excess of expenses over contributions: 50 0%

We will make an accounting of the operation of the advertising fund annually and will make such
accounting available to you upon request.

franchisees. While advertising materials note that franchises are available from us, no advertising
funds are used for advertising that is principally a solicitation for the sale of franchises.

We may receive payment for providing advertising goods or services to our franchisees.

We are not required to spend any amount on advertising in the area or territory where you are
located. Any advertising fees not spent in the fiscal year in which they accrue will be carried over
for use in future years.

Refer to ltems 6, 8 and 9 for more information about advertising.

We or our designee will direct all advertising programs used to promote the products and services
offered by our franchisees. We will have sole discretion over all creative concepts, materials and
media used in these programs. Advertisements generally will be in both print and broadcast
media, initially with local and regional coverage. We may use an outside advertising agency to
create advertising. We may make available to you, from time to time, approved advertising and
promotional plans and materials at our cost. You will not be obligated to accept or purchase and
advertising and promotional plans and materials offered to you by us. (Franchise Agreement,
Section 2.2)

As part of your obligation to place advertising in your market area each month, you will purchase
and maintain advertisements, advertising your franchise, in the vellow page telephone directories
that service some or all of your franchise terrifory. The vellow page advertising must have lead
designation and_must comply with other form and content specifications in our Operations Manual.
Cepending on your jocation and the form and content specification in our Operations Manual,
these costs range from $100 to $1.500 per month. This advertisement will be in the form and have

R [ Deleted: Locations

2.2)

You will spend in your Franchise Termitory the greater of 4% of your Gross Revenue or $500 per
month during your first year of operation and the greater of 2% of your Gross Revenue or $250
per month after your first year of operation to advertise and promote your franchise (the “Local
Advertising Contribution™). For Rural franchises, this local market advertising will include an
advertisement painted on your franchised business vehicle. You will report the nature, extent and
amount of these local expenditures, in the form and at the times we require in the Operations
Manual. {Franchise Agreement, Section 2.2).

All advertising by you in any medium must be conducted in a professional manner, must conform

to the standards and requirements in our confidential Operations Manual. From time to time, we
will supply to you samples of local advertisements we approve. You may use those
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advertisements at any time. You will submit to us all advertising copy and other advertising and
promotional materials, public relations programs and press releases before you use them in your
local advertising program. You will not use any advertising copy, public relations program or press
release or other promotional material until we approve it. (Franchise Agreement, Section 2.2).

All Intemet marketing is part of our marketing programs described in the Cperations Manual and
defined in the Franchise Agreement, and must be coordinated through us and approved by us.
You may not market independently on the internet or acquire an independent Internet domain
name or web site.

At any time, we may create or modify advertising regions for the purpose of establishing regional
advertising, marketing and promotional programs. We will promptly notify you and our other
franchisees, of the establishment, modification, geographical boundaries and goveming rules for
regional advertising regions. We may require all franchisees located within each geographic
region to meet periodically for the purpose of creating and establishing regional advertising
programs. Each franchise operation and each operation we own and operate will be entitled to
one vote at these meetings. For the purpose of this subsection, each operation we own will be
deemed to be a franchise.

If at any meeting of the franchisees in an advertising region, 65% of the franchisees vote to
contribute to a regional advertising program, all franchisees within that region will be obligated to
make a contribution to a regional advertising fund in the amount established by the vote (the
"Regional Advertising Fund®). No advertising region may require any franchisee in that region to
make a contribution to a Regional Advertising Fund in excess of 4% of that franchisee's Gross
Revenue during the first year of operation of the Franchise, or in excess of 2% of that franchisee's
Gross Revenue after the first year of operation. These amounts will be credited towards your
Local Advertising Contribution obligation described above. Each Regional Advertising Fund will be
administered by representatives elected by each region, at a meeting we call for this purpose.
(Franchise Agreement, Section 2.2).

We may inspect your franchise premises and conduct activities to ensure compliance with the
terms of the Franchise Agreement and Operations Manual to assure consistent quality and
service throughout our franchise system. (Franchise Agreement, Section 5.2).

We may inspect the facilities of your manufacturers, suppiiers, and distributors from time to time
and notify you and the manufacturers, suppliers, and distributors in writing of any failure to meet
our specifications and standards. (Franchise Agreement, Section 5.1).

We may provide other supervision, assistance, or services although we are not bound by the
Franchise Agreement or any related agreement to do so. These may include, among other
things, advertising materials, literature, additional assistance in fraining, secret shopper programs,
promotional materials, bulletins on new services, products, merchandise, and new sales and
marketing developments and techniques.

The typical length of time between the signing of the franchise agreement or first payment of
consideration for the Franchise and the opening of the Franchise for business is about 60 to 90
days. You or your manager will complete to our exclusive satisfaction the mandatory training
defined above, find a site location that is acceptable to you and approved by us, and commence
full and continuous operation of the Franchise within 120 days after execution of the Franchise
Agreement. Factors that may affect this time are finding and negotiating for the franchise
premises, arranging for the training session, preparing and equipping the franchise premises,
obtaining initial inventory, financing and business permit reguirements, and your personal
operational needs. If this commencement of operation obligation is not fulfilled, we may terminate
this Agreement by refunding the Initial Franchise Fee. Any failure to commence operation caused
by a war or civil disturbance, a natural disaster, a labor dispute, shortages or other events beyond
your reascnable control will be excused for a period of time that we deem reasonable under the
circumstances. (Franchise Agreement, Section 4.1).
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You or the manager must complete the mandatory training program to our exclusive satisfaction
or we may terminate the Franchise Agreement upon refunding the Initial Franchise Fee.
(Franchise Agreement, Section 3.1).

COMPUTER SYSTEMS:

We require you to have a computer system that conforms to our computer and software
requirements. {Franchise Agreement, Section 5.9). These accounting, security and inventory
control computer systems must be approved by us. We provide written specifications for these
systems to you in the Operations Manual. You purchase, lease, or otherwise acquire, from
sources of your choice and at your expense, computer hardware and software (including but not
limited to programs, software, computer terminals, scanners, security cameras, camcorders, high
speed intemet access and cash registers). These must be totally compatible with and strictly
conform to all requirements, standards and specifications we set in the Operations Manual. You
mus! have these systems in operation when you open your franchise for business. It is your
obligation, not ours, to maintain, repair, upgrade or update your computer hardware or software.
The annual cost of these services will vary depending upon your system, your business needs
and the suppliers you chose.

The cost of this computer software and hardware is included within Item 7, above. You must have
one or more Pentium 4 or better PCs, VGA Monitors, keyboards, Laser or comparable printer,
scanner, copier, Hayes compatible modems of 56K or better, 10 GB storage capacity, 512 MB of
RAM or better, and appropriate operating software. You should have cable or D3L high speed
intemet access if available. We do not provide or maintain any of these items. All of the hardware
and software items may be purchased from and maintained by any supplier you seiect except for
the optional OKC point of purchasefinventory control and the CRM system software which are
obtained from and supported by us.

We may have independent access to your computer systems for reporting purposes. You are
required to upgrade the computer systems to keep pace with technological advances, as
expressed in updates to the Operations Manual. There are no contractual imits on the frequency
or cost of these upgrades. The computer systems and software is used to generate daily sales
reports for you. The computer system collects and generaies sales, rate and operating
information and data. There are no contractual limits on our access to the inforrnation and data
stored in your computer systems.

As described in Item 6, above, DNA Datal.ink is our proprietary, secure web based operating
system. There are no addition computer requirements necessary to run the system, other than an
internet connection (high-speed is recommended). The system is required of all franchisees.

E-Problem Disclaimer: Computer systems are vulnerable in varying degrees to computer
viruses, bugs, power disruptions, communication line disruptions, Internet access faitures, Intemet
content failures, the Year 2000 and similar date related problems, and attacks by hackers and
other unauthorized intruders (“E-Problems™). We have taken reascnable steps so that E-
Problems will not materially affect our business. We do not guarantee that information or
communication systems that we or others supply will not be vulnerable to E-Problems. It is your
responsibility to protect yourself from E-Problems. You should also take reasonable steps to verify
that your suppliers, lenders, landlords, customers, and governmental agencies on which you rely,
have reasonable protection from E-problems. This may include taking reasonable steps to secure
your systems (including firewalls, password protection, and anti-virus systems), and to provide
backup systems.
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12.
TERRITORY

You will receive a territory in which to operate your franchise. An Urban franchise territory
consists of a population of 500,000 to 2,500,000 persons. A Rural Mobil franchise territory
consists of a population of 50,000 to 500,000 persons. Population counts are based on
reasonable and reliable information, including U.S. census information, local jurisdiction
geographic studies, chamber of commerce information, etc. Your franchise territory is identified in
Section 1.1 of the Franchise Agreement. The exact conformation of the franchise territory will
depend upon your approval and our market analysis, market penetration pians and franchise

placement strategies and prior franchise commitments.

You must obtain our prior written approval for the site of the franchise premises and your iease
related to it. During the term of the Franchise Agreement, we agree not to establish, or license
anyone else to establish, any business office or mobile operation using the Service Marks or the
Method of Operation within the Franchise Territory, or to otherwise modify your territorial rights,
without your prior written consent, except as otherwise described below., =~~~
We will not use the Service Marks on any service or product within the Franchise Territory in other
distribution methods including mass merchandisers, mail order catalogues, health shows, local
and state fairs, home shows and similar limited access environments, television buying networks
and clubs or any other forms of direct saies. If we or our affiliate participate in such other distribution
methods, whether or not within the Franchise Teritory, it will be under marks and product
configurations different than those offered through your franchise.

We may purchase or be purchased by, or merge or combine with, competing businesses, wherever
located.

Through our internet referral program, we will refer to you any and all internet inquires within the
Franchise Territory.

Some DNA SERVICES franchises may be placed at a location where another, separate business
is operated under another business name, such as an insurance medical examination office or
doctor’s office. If the Franchise Premises is at that type of location, it will be deemed “co-branded”
for the purposes of the Franchise Agreement.

You may not establish or operate any other DNA SERVICES establishment without executing a
separate Franchise Agreement for that facility.

We will help analyze your market area, help determine site feasibility, and assist in the selection of
the franchise location, subject to your approval. While we agree to use our experience and
expertise to assist in the selection of locations, we do not guarantee success for the focation
selected by you or accept any responsibility for any consequences of your choice of the franchise
site.

Amang the factors we consider to determine the feasibility of possible franchise sites are general
location, traffic patterns, parking, size, physical characteristics, proximity to competing
businesses, lease terms, sign visibility, neighborhood economic profile, population density and
accessibility.
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You must receive our written permission before you establish or relocate your franchise office
location.

Except with our prior written permission, you will not place under any circumstances
advertisements using the Service Marks in or originating from any area other than the Franchise
Territory.

Except as otherwise provided in the Franchise Agreement or the Operations Manual, you may not
directly market to, solicit or service customers whose principal home address or place of business
is outside the Franchise Territory. You may not advertise in any media whose primary circulation
is outside the Franchise Territory, except with our prior written permission and the prior written
consent of any of our franchisees whose territory is reached by that media. All internet marketing
is part of our marketing programs described in the Operations Manual and defined in the
Franchise Agreement, and must be coordinated through us and approved by us. You may not
market independently on the Internet or acquire an independent interet domain name or web
site.

Only we may place national or regional advertising.
Our affiliate sells DNA tests via the internet under different names such as:

needdnatest.com,
dnaconfirnation.com
fastpaternity.com;
needadnatest.com;
wantadnatest.com;
petdnatest.com;
thednalink.com;
pedigreetest.comy
animaldnatest.com;
dnaforpet.com;

dnaforanimalpedigree.com;
dnaforpedigree.com;
vetdnaservices.com;
petdnaservices.com;
petdnasga.com;
vetdnasoa.com;
dnaforadoption.com;
dnaservicesofamerica.com;
acknowledgmentofpaternity . com;
paternitveducation.com;
socialsecurityforchiid.com;
dnaforimmigration.com;

dnaforgrandparents.com;
dnaforsurrogacy.com;

dnaforinfidelity. com;
dnaforinvestigators.com;

These sites are linked to our company website, www.dnasoa.com, and_are used to generate
traffic to our company website. All services requested by clients within vour territory will be

and do not intend to establish other franchises or company-owned outlets selling similar products
or services under a different method of operation, trade name or service mark. Neither we nor our
affiliates are contractually restricted from doing so.
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You do not receive the right to acquire additional franchises or to grant subfranchises. There is a
minimum sales quota. Continuation of your Franchise is dependent upon you attaining a minimum
average sales level, in the Franchise Territory, of an average of 20 paid DNA tests per month,
measured at the end of each calendar quarter. The menthly minimum sales requirement will begin
24 months after you execute the Franchise Agreement.

Except as described in this Item 12, there are no other circumnstances that permit us to modify
your territorial rights.

13.

I-I-RADEMARKSFl T Comment [RDS5]: Jeff, contact Brad

_________________________ - to discuss submitting registrations for
marks.

We own and give you the right to operate your franchise under the service marks “DNA
SERVICES OF AMERICA,”™ "DNA SERVICES,” “DNA SERVICES INTERNATIONAL™ and
“SEEKING THE TRUTH WHEN IT MATTERS MOST.”

We claim common law rights to the service marks and any other marks we use in interstate
commerce in the United States. This claim is based upon our widespread use of the marks in
interstate commerce.

Qur affiliate DNA Services of America, Inc. registered the following marks on the Principal
Register of the U.S. Patent and Trademark Office:

"SEEKING THE TRUTH WHEN IT MATTERS MOST” October 11, 2005, Registration No.
3005956.

"DNA SERVICES OF AMERICA™ November 1, 2005, Registration No. 3011237.

On_November_18, 2005 our affiiate assigned these two marks to us._(USPTO ReelfFrame
3258/0666).

We have applied to register the following marks on the Principal Reqister of the U.S, Patent and
Trademark Office;

DNA SERVICES, December . 2008, Application No.

| DNA SERVICES INTERNATIONAL, December _ . 20086, Application No.

| We have no other state registrations for these or any othermarks. ______________________ - -  Deletad: By not having a Principal
Register federal registration for “DNA
We will allow you to use all ather trade names, trademarks, service marks, and fogos we now own SERVICES" and "DNA SERVICES
or may in the future develop for the DNA SERVICES franchise system. We refer to all of these L':‘,;E,ﬁ';fe?,?: ‘?ite‘,:e;ﬂ "hot‘shave
commercial symbols as the “service marks.” granted by a re:istmtign. .1?

The service marks are our sole and exclusive property. You will immediately notify us of any
infringement of, or chalfenge to, your use of the service marks. We will have sole discretion to
take or not to take action, as we deem appropriate. You must follow our rules when you use the
service marks. You may not use the service marks in any manner we have not authorized in
writing. You cannot use our service marks as part of the name of your business entity or with
modifying words, designs or symbols except as we autherize in writing, You may not use our
service marks in connection with the sale of any unauthorized product or service.
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Any goodwill associated with the service marks, including any goodwill that might be deemed to
have arisen through your activities, will accrue directly and exclusively to our benefit, except as
otherwise provided by appiicable law.

You may not use or give others permission to use the service marks, or any colorable imitation of
them, combined with any other words or phrases.

We may change or modify any part of the service marks from time to time at our sole discretion.
You will accept, use and protect, for the purposes of the franchise, all changes and modifications
as if they were a part of the service marks at the time the franchise agreement is executed. You
will bear all costs and expenses that may be reasonably necessary as a result of these changes
or modifications. Under no circumstances will we be liable to you for any damages, costs, losses,
or detriments related to of these changes or modifications.

There are no presently effective determinations of the Patent Office, the trademark administrator
of any state or any court, any pending interference, opposition or cancellation proceeding and any
pending material litigation involving the service marks in any state.

There are no agreements currently in effect that limit our rights to use or license the use of the
service marks. We know of no other infringing uses that could materially affect your use of the
service marks.

14.
PATENTS, COPYRIGHT & PROPRIETARY
INFORMATION

We intend to affix a statutory nolice of copyright to our Operations Manual, to most of our
advertising materials, and to the service marks and logos and to all medifications and additions to
them. There are no determinations, agreements, infringements or obligations currently affecting
these notices or copyrights. You have no rights to the copyrighted material. You are granted the
right and are required to use the copyrighted items in your franchise business operations. Qur
right to use and license the copyrighted items is not materially limited by any agreement or known
infringing use.

The Operations Manual is described in Item 11. Although we have not filed applications for
copyright registration, all copyrighted materials are our property. ltem 11 describes limits on use of
the copyrighted materials and other proprietary information by you and your employees. You must
contact us immediately if you leam of any unauthorized use of our proprietary information. You
must also agree to not contest our rights to and interest in our copyrights and other proprietary
information,

We hold no patents relevant to the franchise. There are no current determinations or pending
proceedings with the Patent and Trademark Office or any court regarding any pending patent.
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15.
OBLIGATION TO PARTICIPATE IN THE ACTUAL
OPERATION OF THE FRANCHISE BUSINESS

We recommend that you, or one of your owners if you are a corporation or partnership, participate
fully in the actual day-to-day operation of the franchise business. Managers you employ to help
you to operate the franchise must successfully complete the mandatory training program
described in e 11. Your employees that have access to proprietary information must sign
confidentiality agreements, and your managers and all of your owners must sign confidentiality
and non-competition agreements similar to the confidentiality and non-compete provisions of the
Franchise Agreement. You and your managers cannot have a relationship with or interest in any
of our business competitors. Your managers do not have to have an ownership interest in you if
you are a corporation, partnership or other form of business entity.

Each of your owners/partners must assume and agree to discharge all of your obligations under
the Franchise Agreement. The personal guarantee is found in section 10 “Signatures” at the end
of the franchise agreement. Neither your spouse nor your owners’ or partners’ spouses must sign
the franchise agreement, personal guarantee, or confidentiality/non-competition agreements.

Our Step-in Rights. It is important to prevent any interruption of the franchise that would cause
harm to your franchise and to our franchise system and lessen their value. Therefore, you
authorize us to step in to operate your franchise for as long as we believe necessary and practical
in our exclusive judgment. We may do so without waiving any other rights or remedies that we
may have. Cause for stepping-in may include our reasonable determination that. you are
incapable of operating the franchise; you are absent or incapacitated because of iliness or death;
you have failed to pay when due any taxes or assessments against the franchise or property used
in the franchise; you have failed to pay when due any liens or encumbrances placed upon or
against your business property; or we decide that significant operational problems require us to
operate the franchise for a time.

All revenue from our operation of the franchise will be for your exclusive account. We will pay from
that revenue all expenses, debts and liabilities we incur during our operation of the franchise. This
will include our personnel and administrative costs, plus 15 percent to cover our overhead
expenses. In addition, we will have the option, but not the obligation, to pay for you any claims
owed by you to any creditor or employee of the franchise. You wili reimburse us upon demand for
these payments.

16.
RESTRICTIONS ON WHAT THE FRANCHISEE MAY
SELL

We require that you offer and sell only programs and services that we approve in writing. You
must offer all products, goods and services that we designate as required by our franchisees. We
reserve the right, without limitation, to modify and add to the authorized programs, products,
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goods and services.

17.

RENEWAL, TERMINATION, TRANSFER, AND

DISPUTE

RESOLUTION

This table lists certain important provisions of the franchise and related agreements. You should
read these provisions in the agreements attached to this offering circular.

ISection in Franchise Agreement Eummag

Provision
a. Term of Franchise

Section 1.1

5 years

b. Renewal or Extension of Term

Section 6.1

If you are in good standing, you
may renew for periods of 5 years
under the terms of our then current
franchise agreement forms.

lc. Requirements for Renewal

Section 6.1

Give notice at least 3 and not more
than 6 months before expiration of
the initial term; refurbish, remodel,
and replace the Franchise
Premises, fixtures, and equipment
to conform to the then current
Operations Manual and Method of
Operation; reimburse us for our
reasonable out-of-pocket cosis
concerning the renewal; execute a
general release; sign new
franchise agreement; and you or
lyour designated manager must
lsuccessfully complete any
retraining program we prescribe in
writing.

id. Termination by You

Section 6.2

[You can terminate at any time
upon 10 days prior written notice if
we materially breach and do not
cure within 30 days.

e. Termination by Us Without
Cause

None

f. Termination by Us With Cause

Section 6.3

We can terminate only if you
default.

ig. “Cause” Defined — Curable

Section 6.3(A)

[You have 30 days to cure any
default not listed in Section 6.3(B).

h. “Cause” Defined — Non-curable

Section 6.3(B)

Bankruptcy and insolvency,
labandonment, repeated default,
misrepresentations, levy of
execution, conviction of felony,
noncompliance with laws,
nonpayment of fees, operating in a
manner that creates imminent

Jdanger, disclosure of confidential
information.
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