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ISLAND INK-JET SYSTEMS (US) INC.
FRANCHISE AGREEMENT

THIS AGREEMENT is being entered into as of [INSERT DATE}. The parties to this agreement are Istand
Ink-Jet Systems (US) Inc. a corporation incorporated pursuant to the taws of the State of Nevada, with
an office at 244-4™ Street, Courtenay, British Columbia, Canada VON 1G6, and you ANSERT
FRANCHISEE NAME] of [INSERT FRANCH!SEE ADDRESS] as franchise owner, or, if you are a
partnership or corporation, your “Principal Owners” (defined below).

1. INTRODUCTION

This Agreement has been written in an informal styie in order to make it more easily readable and to be
sure that you become thoroughly familiar with all of the important rights and obligations the Agreement
covers before you sign it. In this Agreement, we refer to Island Ink-Jet Systems (US) Inc. as “we”, "us”
“Island Ink-Jet" or "the Company’. We refer to you as “you”, “Franchisee” or “the Franchise Owner™. If you
are a corporation or a partnership, you will notice certain provisions that are applicable to those principal
shareholders or partners on whose business skill, financial capability and personal character we are
relying in entering into this Agreement. Those individuals wili be referred to in this Agreement as
“Principal Owners",

Through the expenditure of considerable time, effort and money, we have developed a unique system for
the establishment and operation of retail kiosk and in-line store locations (the “Outlets”) called “lsland Ink-
Jet” that sell ink-jet refill kits, compatible/re-manufactured cartridges, toners, ink-jet refil services and
related products for printers.

Island Ink-Jet Outiets aperate pursuant to certain standardized uniform formats, designs, systems,
methods, standards and procedures, including certain confidential information and trade secrets (all of
which we refer to in this Agreement as the “Sysiem”).

You, the Franchisee, shall implement any additions and changes to the products and services as required
by Island ink-det.

We may improve, further develop or otherwise modify the System from time to time. We identify the
System by the use of certain trademarks, service marks, and other commercial symbols, including “Island

" Ink-Jet", “Watch Your Colors Soar”, “Refill...Not Landfill", and “The Refilt Guys”, and certain associated

designs, artwork and togos, ali of which are owned by us {collectively, the "Marks") as per Schedule 3.

We grant to persons who meet our qualifications and who are willing to undertake the investment and
effort necessary to establish and deveiop an Island Ink-Jet Outlet, a franchise to own and operate an
Island Ink-Jet Outiet in accordance with the System. This Agreement is being presented to you because
of the desire you have expressed fo obtain the right to develop, own and be franchised to operate an
Island Ink-Jet Outlet. In signing this Agreement, you acknowledge that you have read this Agreement and
that yau understand the importance of the Company's high standards of guality and service and the
necessity of operating your Island Ink-Jet Qutlet in sirict conformity with the Company's standards and
specifications. If the location of the Qutlet is in a federally regulated state with respect to Franchise
Disclosure requirements, you acknowledge that you have received the Island Ink-Jet Uniform Franchise
Offering Circular {"UFOC") disclosure document at ieast 14 days prior to the date hereof. If the location of
the Outiet is in a state that has specific registration requirements with respect to Franchise Disclosure
requirements, you acknowledge that you have received the Island Ink-Jet state registered version for the
state in which your franchise is located or to be located of the Uniform Franchise Offering Circuiar
{"UFOC"} disclosure document at least 14 days prior to the date hereof. You also acknowledge that you
have conducted an independent investigation of the business contempiated by this Agreement and
recognize that, like any other business, the nature of the business conducted by island Ink-det may
evolve and change over time, that an investment in an Island Ink-Jet Qutlet involves business risks and
that the success of the venture is primarily dependent upon your business abilities and efforts. You further
represent to us, as an inducement to our agreeing to enter into this Agreement, that all statements made
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by you in writing in connection with the acquisition of the Outlet is true and that you have made no
misrepresentations in applying for or obtaining the franchise.

2, GRANT OF FRANCHISE
2.1 Term

You have applied for a franchise to operate an Island Ink-Jet Outlet at the location identified below, and
we have approved your application in reliance upon all of the representations you made in that
application. As a result, and subject to the provisions of this Agreement, we grant to you a franchise {the
“Franchise”) operate as an Island ink-Jet Outlet only at the following premises (hereinafter referred to as
the “Location"):

[INSERT LOCATION NAME AND ADDRESS]

and to use the System in the operation of the Location, for a term of 10 (ten) years commencing on the
date of this Agreement, unless this Agreement terminates before the end of such term as provided in
Section 13. Termination or expiration of this Agreement will constitute a termination or expiration of the
Franchise. (All references to the “term” of this Agreement refer to the period from the date of this
Agreement to the date on which this Agreement actually terminates or expires. All references in this
Agreement to section and paragraph numbers refer to the sections and paragraphs of this Agreement
unless otherwise stated.)

We also grant to you a non-exclusive licence to use, in connection with the operation of the Qutlet:

(a) the Marks and such other distinctive trademarks, trade names labels, designs, cartons,
wrappings, packaging and advertising material as may be approved by us from time to time; and

{b) the Island Ink-Jet System.
2.2 Exclusivity: Reservation of Rights

During the term of this Agreement, we will not operate (either directly or through an affiliate} nor grant a
franchise (except to you) for the operation of any Island Ink-Jet Location to be located in the territory
described in Schedule 1 to this Agreement {the “Territory”) provided that you are not in default of any
provision of this Agreement or any other agreement with us or our affiliates. If the location of the Island
Ink-Jet you will operate has not been selected on the date of this Agreement, that location when selected
and approved by us will be described in Schedule 1. Except for that exclusivity, or as otherwise provided
in any other written agreement between us, we (on behalf of ourseives and our affiiiates) retain all rights
with respect fo Island Ink-Jet the Marks and the System, including (by way of example only and not as.a
limitation) the right, in our sole discretion and without granting any rights to you, to:

{a) operate or grant other persons the right to operate Island ink-Jet Outlets at such locations
outside the Territory on such terms and conditions as we deem appropriate; and

(b) sell the products and services authorized for Island nk-Jet Outiets under the Istand Ink-
Jet trademark or other trademarks, service marks, logos and commercial symbols through
dissimilar channels of distribution outside the Territory, and pursuant to such terms and
conditions as the Company may deem appropriate. The Company also reserves the right to
enter into other lines of businesses offering dissimilar products or services under trademarks or
service marks other than the Istand Ink-Jet trademarks outside the Territory.

Istand Ink-Jet V13



istand Ink-Jet Systems (US) inc. Page 3

2.3 Renewal of Franchise

{a) Franchise Owner’s Option to Renew

ff, during the initial term, you have complied with all provisions of this Agreement and you are not then in
default of any provision of this Agreement or any other agreement with us or our affiliates (or, being in
default, cure such default where permitted herein within the time permitted herein), you shail have the
option upon the expiration of the initial term of this Agreement to renew the term of this Agreement for a
furtner ten (10} years upon delivery 1o us of notice in writing not later than six {6) months prior to the
expiration of the initial term. Renewal of the Franchise will be subject to your continued compliance with
all terms and conditions contained within this Agreement up to the daie of the expiration of the initial term
as well as the items outlined in subsections 2.3(b) and (¢} below. Such renewal term shall commence
upon the expiration of the term herein granted.

{b) Renewal Acreements

To renew the Franchise, you {and your Principal Owners) and the -Company musi execute our then
current form of franchise agreement. (with appropriate: modifications to reflect the fact that the agreement
relates to the grant of a renewal franchise), which agreement will replace this Agreement in all respects,
and such ancillary agreements as we are then customarify using in the grant or renewal of franchises for
the ownership and operation of Island Ink-Jet Outiets. You acknowledge and agree that the franchise
agreement to be executed on renewal may contain terms and conditions substantially different than those
contained in this Agreement including higher royalty payments. If we shouid elect not to execute a new
franchise agreement, all of the provisions contained in this Agreement shall remain in force during the
renawal term.

(c) Dther Conditions

To renew the Franchise, you must also fully comply with the following conditions:
(i} you must have a current lease in piace for the Location;

(i) you must undertake to renovaie the Qutlet to comply with our then current standards for
“an island Ink-Jet Qutlet; o . ‘

{ifi) you must pay to us twenty five percent (25%) of the then current franchise fee pius our
full costs of renewing this Agreement including, but not limited to, legal fees to prepare all
necessary renewal documentation; and
(iv) you and your Principal Owners must execute a general release in a form prescribed by
us of any and all claims against the Company, our shareholders, officers, directors, agenis and
employees. :

Franchisor retains the right not to renew the Agreement for any reason.

3. OUTLET ACQUISITION, DEVELOPMENT AND OPENING OF THE OUTLET

21 Outlet Buijld-Out

(&)  Kiosk location

Should you choose a kiosk Customer Service Center, you will'purchase from us, or our agent, a complete -

kiosk Customer Service Center Outlet location and we will deliver and construct the Outlet, which is
designed fo fit into a high traffic enclosed mall or other approved location. Details of this complete kiosk
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Customer Service Center are summarized in Schedule 2. You must subm.it a written request for the kiosk
to be ordered a minimum of 45 days prior to the opening date of your location.

(b) in-Line Location

Should you choose an in-line Customier Service Center, you will be responsible for the construction of th'e
jocation. You must select and employ a licensed contractar who we must approve in advance. You will
be solely responsibie for the selection and work of any contractor selected and/or employed by you, even
if referred by us. Additionally, you agree that you will comply with and ensure the Outiet meets our
standards as established from time to time. Any modifications to our specifications shall be submitted to
us for approval;

You are also respansible to obtain all required zoning permits, all required building, utility, health, and
sign permits and licenses, and any other required permits and ficenses. -

{c) Opening Inventory and Equipment

You are required to order, from us or our designated supplier, your opening inventory and equipment a
minimum of 45 days prior to the opening of your location.

| have read §3.1 and each of ifs sub-sections, understand
them and agree to the terms of each.

Franchisee Initials:

3.2 Development and Opening of Outlet

You agree to do the following:

(a) establish filing, accounting and inventory control systems conforming to the requirements
prescribed by us;

(b) obtain all required building permits and licences;
(c) obtain our approval to open the Location for business;
(d) subject to the prior approval of terms by us, execute a lease for the site. You will not

execute a lease until a franchise agreement has been signed and you will provide us yvith a copy
of the signed lease prior to the opening of your Location. OUI: approval f_c;r.the site shall _be
conditioned upon the inclusion in the lease of certain terms, including but not limited to:

(i) a provision reserving to us the right, at our election, to rgceive an assignment of
the leasehold interest upon termination or expiration of the franchise agreement;

(i) a provision that allows the Lessor of the premises to provide to us all sales and
other information Lessor may have related to the operation of the Outlet, as we may
request; and

{iii) a provision which requires the Lessor to provide us with a copy of any writien
notice of deficiency under the lease sent to you and which grants us, In o.ur.sole
discretion, the right (but not obligation) to cure any deficiency under the lease within 15
days after the expiration of the period in which you had to cure the default should you fail

to do so;
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