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FRANCHISE AGREEMENT

This Agreement is made this day of , 20 between Pirtek USA
LLC, a Delaware limited liability company {“we” or “us”), and
, a(n) (“you” or

“Franchisee”).

RECITALS

A Pirtek Fluid Systems Pty. Ltd., an Australian company incorporated in New South
Wales (“PFS”), has expended considerable time, effort, skill and financial resources in
developing an image, technique and business system for the sale, custom assembly and
installation of industrial and hydraulic hoses, fixed tube assemblies, fittings and related
components and other products and services utilizing certain standards and specifications, and
sales and business techniques and image (herein referred to as the “System,” as defined below)
throughout the world.

B. PFS is the owner of the Pirtek® service mark and other trademarks or commercial
symbols used in connection with the System (herein referred to as the “Marks™).

C. We are the master franchisee of PFS in the United States and are authorized to
enter into franchise agreements pursuant to the Master Franchise Agreement dated June 18,
1997, by and between PFS and us (“Master Franchise Agreement”).

D. Our rights include the right to license others to use certain of the Marks and the
System in accordance with the terms of the Master Franchise Agreement.

E. You wish to obtain the right to use the Marks and the System in the operation of a
PIRTEK Hose Service Business, subject to the terms and conditions of this Agreement.

In consideration of the foregoing and the covenants and consideration herein set forth, it
is agreed by and between you and us as follows:

DEFINITIONS
1. For purposes of this Agreement, the terms set forth below have the following
definitions: '
A “Business” means your PIRTEK Business developed and operated

pursuant to this Agreement. The Business includes all business that you conduct
from your PIRTEK Hose Service Center, its MSS Units, or otherwise in the
Territory or under or associated with the Marks.

B. “Designated Manager” means the individual who you appoint to
actively direct your business affairs in regard to the PIRTEK Business and is
responsible for the general management of the day-to-day operations of the
Business. You must notify us in writing of any change to your Designated
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Manager. Each Designated Manager must complete our full training program to
our satisfaction prior to beginning the duties of the Designated Manager. Unless
you notify us otherwise in writing, the Designated Manager will be deemed to
have authority to sign on your behalf on all contracts and commercial accounts.

C. “Franchised Location™ means the actual physical location of your
PIRTEK Hose Service Center within the Territory, as further described in Section 2
and Appendix A.

D. “Gross Sales” means the total revenues and receipts from the sale
of all products, services or benefits sold, provided or disposed of to your
customers whether for cash, credit, charge account, check, exchange or other
valuable consideration (whether or not you have received payment therefor),
whether such orders for products or services originated from or were accepted at
or from your PIRTEK Service Center, the customer’s place of business or at any
other place and including any sales by any related persons or companies that were
from the PIRTEK Service Center or deemed to be sales of the Business. “Gross
Sales” is net of any applicable sales tax and any sales credits, including the sales
price of any products returned by customers where cash or allowances have been
refunded or made to the customer.

E. “Marks” means the PIRTEK service mark, which has been
registered with the United States Patent and Trademark Office, the other
trademarks, service marks, and trade names set forth on Appendix B, as we may
modify and change from time to time, and the trade dress and other commercial
symbols used in the Business. Trade dress includes the designs, color schemes
and image we authorize you to use in the operation of the Business from time to
time.

F. “MSSUs” or “MSS Units” means the PIRTEK vans or mobile sales
and service units that service your customers in the Territory. “MSSTs” or “MSS
Technicians” means the persons who are trained and authorized to operate the
MSSUs.

G. “PIRTEK Hose Service Center” or “PIRTEK Service Center” or
“Center” means the hose service center operated under the PIRTEK name at the
Franchised Location defined in Appendix A.

H. “Principal Owner” means the individual who owns a 51% or
greater interest in an entity Franchisee.

L “System” means the PIRTEK System that consists of the operation
of a PIRTEK hose service business specializing in the sale, custom assembly and
installation of industrial and hydraulic hoses, fixed tube assemblies, fittings and
related components, and includes proprietary rights in certain valuable marks,
logos, business names, trade names, using distinctive products and services under
the Marks and utilizing the specific image including names, marks, uniform
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product ranges, specified designs and color schemes for the business premises,
signs, layouts, fixtures and fittings and uniforms.

J. “Territory” means the geographic area described in Section 2 and
Appendix A, from which you conduct your Business.

GRANT OF LICENSE

2. We hereby grant to you, subject to the terms and conditions of this Agreement,
the right and license to engage in and conduct a PIRTEK Business identified by the Marks that we
authorize for your use hereunder (or such other marks as may be directed by us) at the
Franchised Location and for the Territory as defined in Appendix A. From time to time, we, in
our sole judgment, may grant to you in writing an additional area within which you may conduct
your Business on a temporary basis {the “Promotional Zone,” as defined in Appendix A). You
may conduct your Business in the Promotional Zone, subject to the terms and conditions of this
Agreement. The Promotional Zone is not part of the Territory, however, and you must
discontinue operating the Business in the Promotional Zone on 30 days notice from us with or
without cause.

You hereby accept said license and undertake the obligation to operate your Business
faithfully, honestly and diligently, vsing the System in compliance with our standards and
requirements. You agree that you must maintain and operate your Business under your active
and continuous supervision and management. You may not commence operations of your
Business until you successfully complete our training program to our satisfaction (as more
specifically provided in Section 7.B.) and we have approved the commencement date of
operations. You must open your Business within 120 days of the Effective Date, as defined in
Section 16.P of this Agreement.

The license granted herein is limited to the right to operate your Business only within the
Territory and may not be used elsewhere or at any other location by you, except as we may
authorize on a temporary basis in any Promotional Zone (as further set forth in Appendix A) or
as otherwise set forth in the Operations-Manual (as defined in Section 6.C). You do not have the
right to sell products or services through any other channel or method of distribution (including
the Internet or any other existing or future form of electronic commerce) or to any person or
entity for resale or further distribution. You also do not have the right to subfranchise,
sublicense, assign or transfer your rights under this Agreement, except for an assignment or
transfer as specifically provided in this Agreement. During the term of this Agreement and
provided that you are in compliance with the terms and conditions of this Agreement, we will not
(i) modify the Territory without your written permission, or (ii) establish either a company-
owned or franchised PIRTEK Hose Service Center within the Territory, although we or another
franchisee may from time to time service particular customers in the Territory in the event you
are unable or unwilling for whatever reason to meet the service needs of those customers.
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3.

TRADEMARK STANDARDS AND REQUIREMENTS

You hereby acknowledge and agree that the Marks are the property of PFS and

that your right to use the Marks is specifically conditioned upon the following terms and

conditions.

A. Mark Ownership. We are the licensee of the right to use the Marks

FRAN

in the United States. The Marks are valuable property owned by PFS, and PFS is
the exclusive owner of all right, title and interest in and to the Marks. Your use of
the Marks inures to the benefit of PFS and us. You disclaim all rights, title and
interest in or to the Marks and any goodwill associated with the Marks. You must
not, during or after the term of this Agreement, engage in any conduct directly or
indirectly that would infringe upon, harm or contest the rights of PFS or us in any
of the Marks or the goodwill associated with the Marks, including any use of the
Marks in a derogatory, negative or other inappropriate manner in any media,
including but not limited to print or electronic media.

B. Mark Use. You may not use, or permit the use of, any trademarks,
trade names or service marks in connection with your Business, except those set
forth in Appendix B or except as otherwise directed in writing by us. You may
use the Marks only in connection with products and services as may be specified
by us and only in the form and manner prescribed by us in writing. You must
comply with all trademark, trade name and service mark notice marking
requirements. You may use the Marks only in association with products and
services approved by us and that meet our standards or requirements with respect
to quality and production, sales techniques, installation procedures, service
standards and method of operation. The use of any additional words with any of
the Marks must have our prior written consent. You must implement and abide
by our requirements and recommendations directed to enhancing” substantial
System uniformity in the matters described in this Section.

C. Business Identification. You may not use the word PIRTEK or any
of the other Marks as part of your name for your legal entity. You must use the
PIRTEK name as a d/b/a for the trade name of the Business as designated by us as
follows: , and no other
mark or words. You must hold yourself out to the public as an independent
contractor operating the Business pursuant to a license from us. In addition, you
may be required to post a sign in the Center identifying you as a PIRTEK
franchisee in a format reasonably acceptable to us. You must clearly indicate on
your business checks, stationery, purchase orders, receipts, and other written
materials that you are the independent owner of the Business and a PIRTEK
franchisee. You may use the Marks on various materials, such as business cards,
stationery, purchase orders and checks, provided you (i) accurately depict the
Marks on the materials, (ii) include a statement on the materials indicating that
your Business is independently owned and operated by you, and (iii) do not use
the Marks in connection with any other trademarks, trade names or service marks
unless specifically approved by us in writing prior to such use.
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D. Litigation. In the event any person or entity improperly uses or
infringes the Marks, PFS and/or we will control all litigation and will be the sole
judge as to whether suit is instituted, prosecuted or settled, the terms of
settlement, and whether any other action is taken. You must promptly notify us of
any such use or infringement of which you are aware. You must promptly inform
us of any claim arising out of your use of any Mark and must cooperate with any
action undertaken by PFS and/or us in respect thereof. We have no obligation to
defend or indemnify you if the claim, suit or demand against you arises out of or
relates to your use of the Marks.

E. Changes. You may not make any changes or substitutions
whatsoever in or to the use of the Marks unless directed by PFS or us in writing.
We reserve the right to change the Marks at any time. Upon receiving written
notice from us, you must, at your expense, immediately make such changes and
use such substitutions to the Marks as PFS or we may require.

TERM OF FRANCHISE:; FRANCHISEE’S RIGHT TO RENEW

4, The term of the license granted in this Agreement is for a period of 10 years from
the date of this Agreement. You have the right to renew your license for two additional 10-year
terms, provided that as to each renewal the following conditions have been met:

(1) You must give written notice to us not less than 3 but no more than
6 months prior to the end of the initial 10-year term of your intent to renew the
license. You must execute the then-current form of franchise agreement and all
other agreements, legal instruments and documents then customarily used by us in
the renewal of franchises {the form of franchise agreement will be modified to
reflect that the agreement is for a renewal term and, if applicable, will provide for
the second 10-year renewal term upon satisfaction of the renewal conditions).

These agreements, legal instruments and documents may vary materially
from those agreements, legal instruments and documents currently in use by us,
although the Territory will remain as defined in this Agreement. There will not
be another initial franchise fee charged for renewal of the license; however, you
must pay us a renewal fee in the amount of $5,000, adjusted annuaily in
accordance with any annual change in the National Consumer Price Index, as that
change is described in Section 16.M. Your failure or refusal to execute the
agreements, instruments and documents within 30 days after their delivery to you
will be deemed an election by you not to renew the license.

(ii)  During the term of this Agreement, you have complied with ail of
the terms and conditions of this Agreement and have complied with our operating
and quality standards and requirements.

(u1)  All monetary obligations owed by you to us, our affiliates or your

suppliers or creditors, whether pursuant to this Agreement or otherwise, have
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been satisfied prior to renewal, and have been paid in a timely manner throughout
the term of this Agreement.

(iv)  You are able to maintain possession of the premises or obtain
possession of mutually agreeable alternative premises for your Business for the
duration of the renewal term and have agreed, in writing, to make such capital
expenditures necessary to refurbish, replace and modernize your Business so that
it will conform to our then-current standards for PIRTEK Hose Service Centers.

(v) You, your Principal Owner and your Personal Guarantors sign a
general release of claims in a form we prescribe.

PREMISES STANDARDS AND MAINTENANCE

5. You acknowledge and agree that we may promulgate, from time to time, quality
standards regarding the business operations of PIRTEK hose service centers so as to protect the
distinction, goodwill and uniformity symbolized by the Marks and the System. Accordingly, you
agree to maintain and comply with our quality standards and agree to the following terms and
conditions.

A. Service Center Facility. The Service Center must be constructed
and equipped in accordance with our cuwrrent approved specifications and
standards pertaining to equipment, inventory, signage, fixtures, furnishings,
location, accessory features and design and layout of the building premises. You
will be furnished with lists of approved equipment, inventory, signage, fixtures
and furnishings. You may not commence construction of the Service Center nor
lease a location for the development of the Service Center until you have received
our written consent to your building plans.

In the event you enter into a direct lease with the landlord for the Service
Center premises, we must approve such lease prior to its execution. You
acknowledge, however, that you have been advised to have any lease and/or
sublease reviewed by your own legal counsel. Your lease must contain the
Addendum to Lease attached as Appendix C. You must provide us a copy of the
lease and Addendum to Lease at least 5 days prior to their execution.

We make no guarantees concerning the success of the Service Center
located on any site consented to by us. You are solely responsible for selecting
the site for the Service Center and obtaining all necessary permits, licenses and
architectural seals, and in all other respects complying with applicable legal
requirements relating to the building, signs, equipment and premises, including;
but not limited to; the Americans With Disabilities Act. You may not use the
Service Center premises or Franchised Location for any purpose other than the
operation of your PIRTEK Hose Service Center.

B. Future Alteration. Any replacement, reconstruction, addition or
modification in building, interior or exterior decor or image, equipment, fixtures,

FRANCHISE AGREEMENT 6
MH205606.04

M L:1289794.02



furnishings or signage of the Service Center to be made after our consent is
granted for initial plans, whether at the request of you or us, must be made in
accordance with specifications that have received our prior written consent. “You
may not commence such replacement, reconstruction, addition or modification
until you have received our written consent to your revised plans.

C. Maintenance. The building, equipment, signage, fixtures, display
areas and furnishings employed in the operation of your Service Center must be
maintained in accordance with requirements established periodically by us and
reasonable schedules prepared by us based upon periodic evaluations of the
premises by our representatives. In addition, you must conduct routine
maintenance in accordance with general schedules furnished by us. Within a
period of 20 days after the receipt of any particular report prepared following such
an evaluation, you must effect the items of maintenance designated therein,
including; but not limited to; the repair of defective items and/or the replacement
of irreparable or obsolete items. If 20 days is not a reasonable period of time to
complete the designated items, then you must begin to take such steps as directed
by us within 10 days and complete the items within 45 days from the receipt of a
particular report.

D. Relocation.  Should it become necessary, on account of
condemnation, sale or other cause, including cancellation of your lease, to
relocate the Service Center, we will grant you authority to do so at a site
acceptable to us that is within the Territory, is reasonably suited for a Service
Center, does not infringe on the rights of any other PIRTEK franchisee, and is
reasonably distant from other PIRTEK hose service centers; provided that (i) you
resume your Business at a temporary premises that meets our standards within 48
hours from the closing of the Service Center; and (ii) the new Service Center is
open and operating within 120 days after your discontinuing operation of the
Service Center at the Franchised Location, all in accordance with our current
standards at that time.

E. Modemization or Replacement. From time to time as we require,
you must effect such items of modernization, refurbishing and replacement of
building, equipment, signage, fixtures, display areas, furnishings and grounds as
may be necessary to permit the same to conform to our standards then prescribed
for similarly situated new PIRTEK hose service centers. The maximum amount
that you will be required to spend on any such modernization, refurbishing and or
replacement will be a cumulative amount equal to $5,000 per year for each year
that you have operated your Business under this Agreement, with the $5,000
amount adjusted annually in accordance with any annual change in the National
Consumer Price Index, as that change is described in Section 16.M. For example,
in year 5 of this Agreement, you may be required to spend $25,000 (plus any
Consumer Price Index increase) on modernizing the premises. In year 6 after you
have modernized your premises, the cumulative amount is reduced back to $5,000

w1th the $5 000 per year mcrcase thcrcaﬁcr %WH&!‘—W&HB&—GB&&

FRANCHISE AGREEMENT 7



