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LEARNING EXPRESS, INC.
FRANCHISE AGREEMENT

This AGREEMENT is made and entered into this day of
by and between

Learning Express, Inc.
a Massachusetts Corporation
29 Buena Vista Street
Devens, Massachusetts 01434-5026

(“We” or “Learning Express™)

and

(*You” or “Franchisee™)




This Franchise Agreement (the “Agreement”) is between Learning Express as Franchisor
and You, as Franchisee. It is intended to describe and establish our relationship during the term
of this Agreement. Learning Express strongly encourages You to read this Agreement carefully
and with the assistance of a professional advisor who is familiar with franchising and franchise
agreements.

RECITALS CLAUSE

Learning Express, as a result of expending time, effort and money has developed and
continues to develop and improve plans, methods, systems and procedures (collectively, the
“System™), which are Our confidential and valuable trade secrets and has successfully
established a uniform and recognizable marketing image and reputation for specialty toy stores
(the “Store™} and the sale of related products and services, whose features are: distinctive decor;
signs; floor plan; display of specialized products and services; comprehensive sales and
marketing procedures and methods; and specialized advertising and promotion; all under the
name LEARNING EXPRESS®;

We have full nights, together with all goodwill connected with the use of the trade name,
trademarks, service marks and logos (the “Marks”) and any other Marks We continue to develop,
use and control for the benefit and use of Learning Express and Qur franchise owners, in order to
create uniformity; uniformity being essential in creating public recognition, acceptance and
patronage;

It is the purpose of this Agreement to set forth and ensure uniform standards of
appearance, quality, and operations for all Stores, and to protect and enhance the name and
Marks, and You understand and acknowledge this; and

You wish to obtain a license to use the System and the Marks to operate a franchised
Learning Express business (the “Franchised Business™), and We wish to grant You this license in
accordance with the terms and provisions of this Agreement and the Confidential Operations
Manuals, at the location and for the term as set forth below.

THEREFORE, in consideration of the mutual agreements, covenants and promises
contained in this Agreement, and for other good and valuable consideration, the receipt and
sufficiency of which is acknowledged, You and Learning Express agree to be bound legally as
follows:



1. SIGNIFICANT AGREEMENT PROVISIONS

1.01 Date of Agreement:

1.02 Expiration Date:

1.03 Renewal Notification Date:

1.04 Location of Learning Express Store:

1.05 Protected Territory:

1.06 Initial Franchise Fee: Thirty thousand dollars ($30,000.00)

1.07 Royalty Fee: 5%

1.08 Minimum Grand Opening Advertising: Ten thousand dollars ($10,000.00)
2. GRANT OF LICENSE

201  Grant. Subject to the terms and conditions of this Agreement, We hereby grant
You and You accept a license to operate a Franchised Business, as the same may be constituted
from time to time. You are permitted to conduct and operate the Franchised Business only under
the name “Learning Express”. We grant You the right io use the System and You agree as a
condition to this grant of a license to comply with the obligations, which You accept by signing
this Agreement. This license does not grant You the right to sell any service or product to others
for resale, through other channels of distribution, or via electronic commerce. You may not
establish or maintain a Website for Your Franchised Business.

2.02  Protected Territory.

A. During the initial term (and any renewal) of this Agreement, and provided
that You are not in default of this Agreement or any other agreement between You and Us, We
will not own, operate, sell, grant, license or approve the transfer of, a Learning Express franchise
to a location within the Protected Territory.

B. Except as otherwise provided, We retain the right, in Our sole discretion,
directly or through intermediaries or affiliates, to: (i) establish Stores, and to grant others the
right to establish Stores, at any location, without regard to the proximity thereof to other Store(s),
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on such terms and conditions as We deem appropriate, provided, however, that We will not
operate or grant or approve a franchise for a brick and mortar Store within the Protected
Territory, (ii) operate and grant others the right to operate or franchise other non-competing
business systems at any location(s) and on such conditions as We deem appropriate, without
granting You any rights therein; and (iii) distribute, sell or license the distribution of any
products, under or in connection with any trademarks, service marks, logos, and commercial
symbols owned by Us, to any purchaser wherever located via the World Wide Web, the Internet,
catalog, telephone or any other means.

2.03 Limited License. You do acknowledge that the license granted hereby is a
limited grant of rights. Upon termination for any reason or upon expiration of this Agreement,
Your rights to operate the Franchised Business will cease and this license will terminate.

3. FRANCHISED LOCATION

3.01 Approved Location. The franchise which We grant You by this Agreement is for
the operation of one (1) Store, to be located at the address listed in Section 1.04 above within the
Protected Territory defined in Section 1.05, that we have approved. You may not relocate your
Local Store Franchise without our prior written permission and payment in full of all moneys
due to us. We will apply the same criteria to a request to relocate as We apply to Your initial
proposed location. In furnishing Qur approval, We will consider such factors as general location
and immediate surroundings, market demographic characteristics, traffic patterns, visibility, size,
layout, rental and lease terms, competition and growth trends in the area and your proven
operating skill and willingness to follow the Learning Express system, In all cases, You must
furnish Us with a copy of Your proposed lease and an outline of the lease's key business terms.
Once You have signed the lease, You must furnish Us with a fully executed copy. Our approval
of any site does not constitute a representation or warranty that the location will be profitable or
that Your sales will attain any predetermined levels. Our approval is intended only to indicate
that the proposed site meets Our minimum criteria for identifying sites. You agree that Our
approval or disapproval of any proposed site will not impose any liability or obligation on Us.

3.02 Expiration of Lease. If a lease for any actual Store location expires or is not
renewed, You agree to secure another Store location within ninety (90) days after the expiration
of the prior lease, subject to Our approval. Upon relocation of the Franchised Business, You
must refurbish, redecorate and re-equip the Store in accordance with Our then current standards
and specifications, and in accordance with the System.

4. TERM AND RENEWAL

4.01 Term. This Agreement will continue for a term of ten (10) years from the date of
the signing of the Agreement, unless terminated sooner for any reason set forth in this
Agreement.

4.02 Renewal. You will have the option to renew this Agreement for successive five
(5) year terms on the basis of Our then current Franchise Agreement, subject to certain
conditions which follow:



A. You have substantially complied with all the provisions of this Agreement
during its term;

B. You agree to refurbish, replace or redecorate all leasehold improvements,
furniture and fixtures, equipment, material, inventory, supplies, signs and the like, to the extent
that it is reasonable and necessary to comply with specifications and standards applicable under
the then current Franchise Agreement;

C. You notify Us of Your intention to exercise Your option to renew by
sending Us written notice, no less than six (6) months prior to the expiration of this Agreement.
Within thirty (30) days after Our receipt of timely notice, We will furnish You with Our
recommendations and/or requirements relating to the furniture and fixtures, equipment, supplies,
and inventory, image, appearance, and decoration of Your Franchised Business.

You must sign Our then current Franchise Agreement no later than three (3) months
before the expiration date of this Agreement and You must agree to complete the changes
proposed through Our recommendations or requirements. The new Franchise Agreement may
contain different terms and obligations than the Agreement which You are signing today. You
shall reimburse us for our actual administrative and legal expenses incurred in connection with a
renewal of the Franchise Agreement. You will also be required to complete such improvements
as are in our opinion necessary or desirable to maintain the Learning Express Mark and brand
image. You do not have the right to exercise this option to renew unless all monies owed to Us
are paid current and there are no defaults under the terms of this Agreement.

4.03 Notice Required By Law. If a state or federal law should require Learning
Express to provide You with a longer notice period, then this Agreement will remain in effect on
a month-to-month basis until We have given You the amount of notice which the law may
require. You must, however, have a Store lease which is effective during this post-expiration
period.

. TRADEMARKS

5.01 Ownership of the Marks. You acknowledge that We are the sole owner of the
Marks and domain names (whether containing Our Marks or not), used to identify the System
and any and all other proprietary marks and characteristics relating to Our business which are
licensed to You under this Agreement. Your right to use the Marks is derived solely from this
Agreement and is limited to Your conduct of business pursuant to and in compliance with this
Agreement and all applicable standards, specifications and operating procedures. Your
unauthorized use of the Marks will constitute a material breach of the terms of this Agreement. It
is expressly recognized that all goodwill associated with the Marks, including any goodwill
which may arise through Your activities, belongs exclusively to Us.

5.02 Identification of the Business. You must use the Marks as the sole identification
of the Franchised Business and must identify Yourself as the independent owner in the manner
prescribed by Us. You must not use any of the Marks as part of a business entity or trade name
or with any prefix, suffix, or other modifying words, terms, designs, or symbols (other than
expressly licensed to You), or in any modified form, nor can you use any of the Marks in
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connection with the sale of any unauthorized service or product or in any other manner not
expressty authorized in writing by Us. You agree to prominently display the Marks on, or in
connection with in-store displays, forms, stationery and packaging materials designated by Us.
You also agree that You will not display the trademark, service mark, trade name or logo of any
other person, firm or company in Your Store without Our express prior written consent.

5.03 Trademark Prosecution. You expressly agree that during the term of this
Agreement, and after its expiration or termination, You cannot directly or indirectly contest or
aid in contesting the validity or ownership of the Marks. You agree to promptly notify Us of any
claim, demand, or suit based upon, or arising from, the use or attempted use by any other person,
firm or corporation, of the trade name, service and/or trademarks licensed here, or any Mark,
copyright, or colorable variation, in which We have a proprietary interest. In the event We, in
our sole discretion and option, undertake the defense or prosecution of litigation, You agree to
execute and convey any and all documents and do all acts and things as may, in the opinion of
Our counsel, be necessary to carry out this defense or prosecution, either in Our name or in Your
name, as We may elect, at Our expense.

5.04 Change of the Trademarks. If, at any time, in Our sole discrction, We
determine that it is advisable for Us and/or You to modify or discontinue the use of any Mark, or
use one or more additional or substitute trade names, trademarks, service marks, or other
commercial symbols, You agree that after notice from Us, You will comply within a reasonable
time. This may include changing signs, graphics, interior trade dress, interior decor, labels,
products and supplies at Your sole expense.

5.05 Signs. You must prominently display, in places prescribed by Us, upon the
structure at which the Franchised Business may be located, advertising signs of such nature,
form, color, number, location and size, containing those legends of which We approve. You must
use and maintain in good condition all interior and exterior signs for Your Franchised Business
premises.

6. PROPRIETARY INFORMATION

6.01 Our Trade Secrets. We possess proprietary knowledge comprising methods,
techniques, drawings, specifications, procedures, information (including that pertaining to
customers of the System), systems, vendor lists and vendor terms, knowledge of and experience
in the design and operation of the Franchised Business and the purchase and sale of authorized
and approved products and services (collectively, the “Trade Secrets™). You acknowledge that
You had no part in creating or developing, no prior knowledge of and no other rights or claims in
or to, any element of the System, including Our Trade Secrets. We, or Your Regional Franchisor
Manager, will disclose the Trade Secrets to You in furnishing information regarding equipment,
supplies, inventory, layouts, vendor lists and specifications and guidance in the development of
the Franchised Business, the training program, Our Confidential Operations Manuals and in
guidance furnished to You during the term of the Agreement. You understand and acknowledge
that You will not acquire any interest in the Trade Secrets, other than the right to utilize the
Trade Secrets in the development and operation of the Franchised Business during the term of
this Agreement. Information other than Trade Secrets, that belongs to Us or is licensed by Us,
that is of a confidential or secret nature and not generally known to the public is deemed to be
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“Confidential Information” and shall be treated by You as You are obligated to treat Trade
Secrets.

6.02 Confidentiality of the Trade Secrets. You acknowledge that, except to the
extent that the Trade Secrets are or become generally known in the industry, they are confidential
and You agree to maintain this confidentiality during and after the term of this Agreement and
any renewal term, and will adopt and implement all reasonable procedures prescribed by Us to
prevent unauthorized use or disclosure. You also agree not to disclose or post the Trade Secrets
on the Internet.

6.03 Confidential Operations Manuals. In order to protect the reputation and
goodwill associated with the name and Marks, and to maintain the uniform standards of
operation, You will conduct Your Franchised Business in strict accordance with the Learning
Express Confidential Operations Manuals (also referred to as the “Manuals™). The Manuals
remain Our property; We make them available to You on the Learning Express Intranet. We will
amend and update the Manuals as conditions warrant, and make changes or completely rev1sed
Manuals available over the Learning Express Intranet. You agree:

A. To treat the Manuals, including superseded pages, as confidential and not
disclose the contents to unauthorized persons;

B. To maintain and operate the Franchised Business in reasonable conformity
with the Manuals; and

C. Upon Our demand or upon Your termination, Your access to the Manuals
will cease.

7. FRANCHISE FEES

7.01 Initial Franchise Fee. You will pay Learning Express the initia] franchise fee
listed in Section 1.06. If this is Your first Learning Express franchise, the initial franchise fee for
a single retail location, will be Thirty thousand dollars ($30,000.00). You understand and
acknowledge that Learning Express has earned this fee because of the grant of this franchise. The
fee is fully earned upon Learning Express signing this Agreement, and will not be refunded or
forgiven for any reason.

7.02  Additional Franchise Fees. For each additional franchise for which You qualify,
the initial fee will be Ten thousand dollars ($10,000.00). To obtain additional Learning Express
franchises, You must satisfy Our criteria for new franchisees, demonstrate Your ability to
provide adequate time and attention to each unit of a multi-unit endeavor, not be in default of any
franchise or other agreement with Us and have opened all Stores for which You have signed
Franchise Agreements. You must submit Our Notice of Intent, which is attached hereto as
Addendum “A” and provide the information requested. You must execute Qur then current form
Franchise Agreement for each additional franchise.

7.03  Royalty Service Fee. As a royalty for the license of intellectual property and
ongoing support, (the “Royalty”), You agree to pay Us without right of offset, credit or
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deduction, five percent (5%) of Your monthly Gross Receipts (defined below) notwithstanding
actual gross receipts, the minimum monthly Royalty payable to us hereunder shall be One
thousand dollars ($1,000.00) All Royalties must be received by Us, at Qur offices or such other
location as We may designate, before 5:00 p.m. eastern time, on the tenth (10"™ calendar day (or
the next business day, if the 10th day is a weekend or bank holiday) of the following month. You
agree to participate in Our electronic funds transfer program which authorizes Us to utilize a pre-
authorized bank draft system. You must sign and deliver to Us an irrevocable authorization in the
form attached hereto as Addendum “B”, to enable Our financial institution to debit Your account
at Your bank in order to pay Us the Royalty and other amounts which You may owe Us under
this Agreement or any other agreement between You and Us, in the event that We do not receive
Your payment by the due date set forth above. In the event You fail to submit the Worksheet as
required by Section 10.07.C., below and/or We do not receive Your Royalty on the due date set
forth above, We shall have the right to debit Your bank account, in the amount of Two thousand
five hundred dollars ($2,500.00), which amount shall be credited toward the payment of post and
future royalties.

©7.04 Gross Receipts. You agree that “Gross Receipts” include all forms of revenue
which You receive while conducting the Franchised Business. These revenues may take the form
of cash, check, credit, charge account, merchandise exchange (the “new” sale portion only), or
barter. Gross Receipts will include money or credit which You receive from the sale of
merchandise, from services which You or others may provide from the Store, or for any other
service or product for which You charge separately. Gross Receipts will not include the sale of
merchandise for which refunds have been made in good faith to customers or from any form of
tax imposed by a governmental authority, which is collected by You and actually paid to such
governmental authority.

7.05  Security Interest.  In order to secure the prompt performance of your
obligations under this Agreement and to secure Us with respect to the proper use and display of
the Proprietary Marks and Our proprietary property, including the Learning Express trade dress,
You grant Us a security interest in the equipment, furniture, fixtures, and improvements at your
Store. This Agreement shall constitute a security agreement, and, You agree to execute any
additional instruments required to perfect this security interest including, without limitation, a
standard Uniform Commercial Code (“UCC”) financing statement. You authorize Learning
Express:

A. To file a copy of this Agreement, a UCC financing statement and any other
documents that may be necessary to perfect the security interest granted herein; and

B. To sign on Your behalf and to file in any jurisdiction with or without Your
signature, financing statements with respect to this security interest and security agreement.

8. FRANCHISEE ADVERTISING AND PROMOTION.



8.01 Grand Opening Advertising. You acknowledge the value of initial advertising
and promotion. Therefore, You agree to expend the minimum figure set forth in Section 1.08 of
this Agreement for advertising and promotion before the opening of and during the first month of
Your Store’s operations, all in accordance with the Grand Opening Manual. We will assist You
in developing the grand opening advertising campaign, and You agree to expend the full grand
opening advertising budget, according to Qur advice.

8.02 Local Market Advertising. In acknowledging that You must further the public
image and recognition of Your Store, You agree to expend at least four percent (4%) of Your
Gross Receipts on advertising and promoting the Store in Your local market area. All local
advertising and promotion shall be subject to Our prior review and approval. You agree to adhere
to Our standards and advice regarding Your advertising and promotion efforts and expenditures.
You agree to submit to Us or Our designated agency, for Our approval, all sales promotion
materials and advertising to be used by You, including without limitation, newspaper, radio and
television advertising, specialty and novelty items, signs, promotional items and products,
posters, boxes, bags and wrapping paper. Your local market advertising program shall be in strict
conformity with the policies established and amended from time to time in the Manuals. You
may not maintain an independent e-commerce Website for Your Store.

8.03 Learning Express Advertising Fund. We reserve the right to require You to
contribute (and You agree to pay to Learning Express) up to one percent (1%) of Your Gross
Receipts, in addition to those expenditures which You will be obligated to make under Section
8.02 above. The money collected will be placed in the Learning Express Advertising Fund, to be
used for the design and placement of advertising programs. It is understood and agreed that
Learning Express may use the Learning Express Advertising Fund to offset its in-house
advertising and design costs. You will, upon sixty (60) days’ prior written notice from Us, pay
this contribution in the same manner specified in Section 7.03 above.

8.04 Use of Learning Express Advertising Fund. The Learning Express
Advertising Fund will be used for the design and production of advertisements, promotional
materials, newsletters and holiday catalogs, and the payment of administrative expenses to
Learning Express or its advertising agencies. You acknowledge that Learning Express will use
its good faith discretion in the administration of the Learning Express Advertising Fund and that
Learning Express will not be required to allocate or spend money from the Learning Express
Advertising Fund to benefit any particular franchisee or group of franchisees on a pro rata basis.
There is no fiduciary duty owed to You by Learning Express by virtue of the Learning Express
Advertising Fund nor is any trust created thereby. Within ninety (90) days of the end of each
fiscal year, You may request a copy of the annual financial statement of the Learning Express
Adpvertising Fund.

8.05 Community Service. You acknowledge the importance of participating in and
servicing community organizations, and We encourage You to become a member of one or more
civic organization(s) in the community in which Your Store is located. We may suggest certain
organizations and may encourage Our franchisees to participate in specific programs, including
civic fund raising programs.

8.06 Franchisee Development of Advertising Materials. You agree during the term
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of this Agreement, to make available to Us for use by other parties, all advertising, marketing
and other promotional materials that You develop. We require all other franchisees to share
developed advertising, marketing and other promotional concepts in the same manner.

8.07 Advertising Campaigns. From time to time during the term hereof, We have the
right to establish and conduct promotional campaigns on a national or regional basis, which may,
by way of illustration and not limitation, promote particular products or marketing themes. You
agree to participate in such promotional campaigns upon such terms and conditions as We may
establish. You acknowledge and agree that such participation may require You to incur mailing
and other costs and to purchase point of sale advertising material, posters, flyers, product
displays and other promotional material. Nothing herein shall be construed to require You to
charge any prices for the goods and services offered at other than those determined by You in
Your sole and absolute discretion.

9. TRAINING AND ASSISTANCE

9.01 Initial Training and Assistance. We, or our designee, will make available to
You and those of Your staff who are approved by Us, initial orientation and training courses,
before You open for business. The initial orientation and training course will be held at Our
Corporate Headquarters and the second training course will be held at one of Our Learning
Express training centers, each of these training sessions are approximately one (1) week in
length. Additionally, We provide up to a three (3) week training program as part of Your Grand
Opening, to be conducted at Your Store. During the first week of Your Store’s operation, We or
our designee will furnish additional training and assistance. We, or our designee, will bear the
cost of the initial orientation and training course, except that You and Your employees must be
responsible for all travel, salary and other expenses paid to or incurred by or on behalf of You or
Your employee(s) in connection with this training. You will hire all initial and subsequent
employees for the Franchised Business and be exclusively responsible for the terms of their
employment, their compensation and for their required training. You will be required to attend
advanced training, held at the Corporate Headquarters one (1) year following your Grand
Opening. You will be responsible for all travel, salary and other expenses paid to or incurred by
or on behalf of You or Your employee(s) in connection with this advanced training. In additton,
You and persons designated from Your management staff may be required in our sole discretion
to attend supplemental training, held at our Corporate Headquarters. If so required, You will be
responsible for all travel, salary and other expenses paid to or incurred by or on behalf of You or
Your employee(s) in connection with this supplemental training.

9.02 Extra Assistance. If You request additional assistance for operational problems
of additional support after You have operated Your Franchised Business for ninety (90) days,
which, based on our experience, we reasonably determine to be extraordinary, We, or Your
Regional Franchisor Manager, will provide a qualified representative at times and places as may
be reasonably necessary and mutually convenient. You must pay all reasonable travel and living
expenses, as well as the then-current per diem for the representative.

9.03 Additional Services. So long as You are not in default under this Agreement,
We, or our designee, will provide You with the following additional services:
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