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PROSHRED FRANCHISING CORP.

FRANCHISE AGREEMENT

AGREEMENT dated as of , 200_, between PROSHRED FRAN-
CHISING CORP., a Delaware corporation with its principal office located at 245 York-
land Road, Suite 100, Toronto, Ontario M2J 4W9, Canada (the “Franchisor”),
and , a with its principal office lo-
cated at (the “Franchisee”).

PREAMBLE

The Franchisor and its predecessors and affiliates have created and developed a
unique and integrated system of material destruction and disposal carried on under the
trademark PROSHRED® and other trademarks, and has developed goodwill in such
name and the business activities represented thereby.

The Franchisee desires to establish and operate a Proshred franchise, and the
Franchisor desires to grant to the Franchisee the right to do so.

Accordingly, the parties agree as follows:

1. DEFINITIONS

1.1 For the purposes of this Agreement, the following terms have the following mean;
ings:

(a) Advertising Fee — has the meaning set forth in Section 10.1.
(b)  Advisory Committee — has the meaning set forth in Section 10.1.

(c)  Affiliate of a party means a company directly or indirectly controlling, con-
trolled by or under common control with such party. “Control” of another
company means the ownership of or the power to vote, directly or indirectly
through majority-owned companies, fifty-one percent or more of the voting
stock or voting rights of such other company. Affiliates of the Franchisor in-
clude, among others, Professional Shredding Corporation, PSP Corpora-
tion, Heron Capital Corporation and The Heron Group Inc., all of which are
corporations formed in Ontario, Canada, with offices located at 245 York-
land Road, Suite 100, Toronto, Ontario M2J 4W9, Canada.

(d) Agreement — means this agreement and all instruments supplemental
hereto or in amendment hereof.

(e)  Area Factor — has the meaning set forth in Section 9.1.
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(h)

(i)

)

Confidential Information — has the meaning set forth in Section 8(a).

Confidential Manual — means, collectively, all directives, books, pam-
phlets, bulletins, and memoranda, prepared by or on behalf of the Fran-
chisor and provided or made available to the Franchisee in tangible form
(including a paper hard copy, DVD, video tape, or electronic media, such
as a secure website or by e-mail, or other media), setting forth information,
advice and standards, requirements, operating procedures, instructions or
policies relating to the operation of the Franchised Business or the opera-
tion of Proshred franchises generally, and information relating to the Fran-
chisee’s other obligations under this Agreement, as same may be revised
by the Franchisor from time to time.

Equipment — means the shredding machines, computers, telecommuni-
cations devices, handheld electronic devices, containers, consoles, bins,
boxes and other hardware or machinery that the Franchisor has approved
or shall have approved as meeting the Franchisor's standards for use in
the Proshred System.

Franchised Business — means the business of selling shredding services
and selling or renting related goods through the Proshred System pursu-
ant to the rights granted to the Franchisee in this Agreement.

Fund - has the meaning set forth in Section 10.2.

Gross Revenue — means the total dollar value of all goods and services
sold or rented by the Franchisee, including but not limited to the sale of
waste products that result from the Franchisee’s shredding services, and
all other income of Franchisee from all sources resulting from or arising
out of the use of any of the Vehicles or any other assets of the Franchised
Business, whether or not such amounts are collected and whether pay-
ment is made by way of cash, credit or otherwise. Without limiting the
generality of the foregoing, Gross Revenue shall include:

(i) all sales made pursuant to telephone, internet or other similarly
placed orders; and

(i)  all sales assumed to have been lost by the interruption of business
that is the basis upon which an insurer has paid business interrup-
tion insurance;
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(p)

but shall not include any tax imposed by any federal, state, municipal or
other governmental authority on sales and collected from customers, pro-
vided that the amount of any such tax is shown separately and in fact paid
by the Franchisee to the appropriate governmental authority; and shall not
include the amounts attributable to businesses acquired by the Franchisee
as described in Section 9.6 (c).

No allowance whatsoever shall be made for bad debts.
Guarantor and Guaranty — have the meanings set forth in Section 2.2.

Information Technology Services Fee — has the meaning set forth in
Section 9.4.

~ Initial Fee — has the meaning set forth in Section 9.1.

Manager — has the meaning set forth in Section 2.2.

Minimum Performance Level — means the minimum annual Gross
Revenue levels set forth on Schedule Ill. The Minimum Performance

- Level is equal to One Hundred Thousand Dollars ($100,000) per Territory

Unit per twelve-month period commencing with the first full calendar
month following the date that the Franchised Business begins operations,
and is cumulative from year to year; provided, however, that if this Agree-
ment includes more than one Territory Unit, the obligation to attain such
Gross Revenues for each successive Territory Unit will begin in succes-
sive twelve-month periods following the date the Franchised Business be-
gins operations. For example, the Minimum Performance Level of a Terri-
tory comprised of a single Territory Unit is One Hundred Thousand Dollars
($100,000) for the first twelve-month period, One Million Dollars ($1 mil-
lion) for the tenth twelve-month period, and One Million Five Hundred
Thousand Dollars ($1.5 million) for the fifteenth twelve-month period. If
the Territory is comprised of two Territory Units, the Minimum Perform-
ance Level for the second Territory Unit begins twelve months following
the date the Franchised Business begins operations. If the Territory is
comprised of three Territory Units, the Minimum Performance Level for the
third Territory Unit begins twenty-four months following the date the Fran-
chised Business begins operations.

Marks — means the trademark “Proshred” together with such other trade
names, trademarks, service marks and logos as are listed in the Confiden-
tial Manual or which may be designated by the Franchisor from time to
time as part of the Proshred System for use by franchisees. The Franchi-
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(r)

(t)

(u)
(v)
(W)
(x)
(y)

sor may create, use and license additional trademarks or substitute differ-
ent trademarks in the future in conjunction with the operation of the Fran-
chised Business.

Premises — has the meaning set forth in Section 3.
Proshred Image — has the meaning set forth in Section 6.1.

Proshred System — means the business method conforming to the stan-
dards, systems, concepts, methods and procedures developed and used
by the Franchisor, or which may hereafter be developed and used by the
Franchisor for the sale and rental of goods and services under the Marks,
as set out in the Confidential Manual. The term “Proshred System” in-
cludes, without limiting the generality of the foregoing:

(i) the distinguishing characteristics relating to the basic image, ap-
pearance, model, design and color of Vehicles and Equipment;

(ii) the methods of marketing and selling the services; and

(i)  the standards of quality and service.

Royalty Fee — has the meaning set forth in Section 9.2.

Site — has the meaning set forth in Section 3.1.

System Website — has the meaning set forth in Section 10.7(b).

Term — has the meaning set forth in Section 2.1 hereof.

Territory — means the geographic area described in Schedule |l attached

hereto, delineated by postal zip codes, county boundaries or both. The

Territory consists of the number of Territory Units set forth in Schedule Il.

Territory Unit — means a geographic area comprised of approximately

7,000 locations of businesses, nonprofit entities, governmental agencies

and the like that each have ten (10) or more employees. Each Territory is

comprised of one or more Territory Units.

Transfer Fee — has the meaning set forth in Section 17.2.

Vehicles — means the shredding trucks, customer service vans, autos or

other vehicles that the Franchisor has approved or shall have approved as
meeting the Franchisor’s standards for use in the Proshred System.
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