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GOTCHA COVERED®
FRANCHISE AGREEMENT

THIS AGREEMENT is entered into on this  day of , 20
by and between WINDOW FASHIONS PROFESSIONALS, INC., a Texas corporation whose
principal place of business is located at 1611 North Stemmons Freeway, Suite 318, Carrollton,
Texas 75006 (hereinafter “FRANCHISOR”) and ., whose
address is (hereinafter “FRANCHISEE™).

RECITALS

A. FRANCHISOR grants licenses for the operation of mobile, direct sales units for
the sale and installation of window covering products, which operate under the name Gotcha
Covered.

B. FRANCHISOR has expended time, effort, skill and money to develop over a
period of years a system for the establishment, development and operation of mobile sales units
(“Gotcha Covered Mobile Sales Units™) for the sale and installation of FRANCHISOR’s
approved list of window covering products (the “Products™) using the service mark Gotcha
Covered and other trademarks, service marks, logos and identifying features which
FRANCHISOR may designate from time to time (the “Licensed Marks”) and using
FRANCHISOR’s distinctive methods for oper ating Gotcha Covered Mobile Sales Units (the
“Gotcha Covered System™).

C. FRANCHISEE desires to establish a Gotcha Covered Mobile Sales Unit to be
located in the geographic area described in Paragraph 1.01 below, and FRANCHISOR desires to
grant FRANCHISEE the right to operate a Gotcha Covered Mobile Sales Unit in such
geographic area under the terms and conditions contained in this Agreement.

NOW, THEREFORE, in consideration of the mutual rights, covenants and obligations set
forth herein, the parties agree as follows:

I. GRANT OF FRANCHISE

1.01.  FRANCHISOR grants to FRANCHISEE and FRANCHISEE accepts the right
and license to operate a Gotcha Covered Mobile Sales Unit for the sale and installation of
Products (the “Franchise” or “Franchised Business™) in the geographic area listed in attached
Exhibit A (the “Designated Territory™).

1.02. FRANCHISEE agrees to purchase Products only from sources approved by
FRANCHISOR, to use the Licensed Marks only in connection with the operation of the
Franchised Business, and to at all times operate and manage the Franchised Business faithfuily,
honestly and diligently in strict conformance with FRANCHISOR’s operating procedures and
specifications, as set forth herein and as otherwise from time to time communicated to
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FRANCHISEE, using FRANCHISEE's best efforts to promote and enhance the performance and
operation of the Franchised Business in the Designated Territory defined above, all in
accordance with the terms and conditions of this Agreement.

1.03. FRANCHISOR grants to FRANCHISEE the exclusive right to directly solicit
customers and sell Products in the Designated Territory described above using the service mark
Gotcha Covered provided FRANCHISEE is not in default under the terms of this Agreement.

1.04. FRANCHISEE may expand the Designated Territory by purchasing an additional
territory, subject to availability and the following conditions. To be eligible to acquire an
additional territory: (i) the additional territory must be contiguous to the Designated Territory;
(i) FRANCHISEE must provide FRANCHISOR with a business plan that shows to
FRANCHISOR’s satisfaction that FRANCHISEE will be able to properly serve the market for
Gotcha Covered customers in the additional territory while achieving FRANCHISEE’s sales
quota in the Designated Territory as well as the additional territory; and (iitf) FRANCHISEE
must sign an Additional Territory Agreement and pay the then-current fee for an initial territory.

I1. TERM AND RENEWAL

2.01.  The term of this Agreement shall be for ten (10) years commencing on the date of
execution of this Agreement by FRANCHISOR.

2.02. At the expiration of the term or any renewal term hereof, FRANCHISEE may, at
its option, renew the Franchise granted hereunder for addition terms of ten (10) years each on the
following terms and conditions:

A. FRANCHISEE shall give FRANCHISOR notice in writing of its election
to renew this Agreement at least three (3) months prior to the expiration of the then-current term.

B. FRANCHISEE shall not be in default of any provision of this Agreement
or amendment hereto, including without limitation all payment obligations to FRANCHISOR or
any of FRANCHISEE’s suppliers of Products..

C. As a condition of renewal of the Franchise, FRANCHISEE agrees to
execute FRANCHISOR’s then-current form of Franchise Agreement and to comply fully with al}
terms and conditions thereof, and to pay FRANCHISOR the then-current renewal fee, which is
presently $1,000.00. FRANCHISEE understands that FRANCHISOR may revise its Franchise
Agreement for any renewal term, at FRANCHISOR’s sole discretion.

D. FRANCHISEE shall meet FRANCHISOR’s then-current qualifications
and training requirements.

E. FRANCHISEE shall execute a general release in a form prescribed by
FRANCHISOR releasing FRANCHISOR and its affiliates, directors, officers, employees and
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agents from all known and unknown claims and liabilities to the extent permitted by state and
federal law.

111. FEES

3.01. In consideration of the Franchise rights and license granted herein,
FRANCHISEE agrees to pay to FRANCHISOR the following fees:

A. FRANCHISEE shall pay to FRANCHISOR an initial franchise fee of
twenty-four thousand nine hundred and fifty dollars ($24,950.00) upon execution of this
Agreement. FRANCHISEE agrees that the initial franchise fee represents payment for the initial
grant of the Franchise rights and license granted herein, shall be fully earned upon execution of
this Agreement, and will not be refunded under any circumstances unless otherwise specifically
set forth herein.

B. FRANCHISEE shall pay to FRANCHISOR an initial territory fee of thirty
thousand dollars ($40,000.00) upon execution of this Agreement. FRANCHISEE agrees that the
initial territory fee represents payment for the initial grant of the Franchise rights and license
granted herein, shall be fully carned upon execution of this Agreement, and will not be refunded
under any circumstances unless otherwise specifically set forth herein.

C. /AFRANCHISEE shall. prior to opening the Franchised Business, deposit
into the Franchised Business’s bank account (and providle FRANCHISOR with proof of
compliance) an initial advertising and marketing campaign fund of four thousand five hundred
dollars ($4.500.00). which FRANCHISEE must spend in accordance with FRANCHISOR's
guidelines for a start-up advertising and marketing campaign.

D. FRANCHISEE shall pay to FRANCHISOR a continuing non-refundable
royalty fee on a monthly basis of three hundred dollars ($300.00) per month for months one
through four; seven hundred dollars ($700.00) per month for months five through eight, and
eleven hundred dollars ($1,100.00) per month beginning with the ninth month and continuing
each month for the remainder of the term of this Agreement. The monthly royalty payment shall
be due and payable in advance on the first day of each month. FRANCHISEE agrees to provide
FRANCHISOR with information and authorization necessary to enable FRANCHISOR to
arrange for the automatic draft of the monthly royalty fee from FRANCHISEE’s bank account
within 30 days after FRANCHISEE completes the initial training. FRANCHISOR shall have the
right to increase the monthly royalty fee each year on the anniversary date of this Agreement by
the same percentage as the increase of the U. S. Consumer Price Index during the preceding year.

E. FRANCHISEE shall pay to FRANCHISOR a continuing non-refundable
Advertising Fee of one hundred and fifty dollars ($150.00) per month, due and payable monthly
on the first day of each month. FRANCHISEE agrees to provide FRANCHISOR with
information and authorization to enable FRANCHSOR to arrange for the automatic draft of the
monthly Advertising Fee from FRANCHISEE’s bank account. FRANCHISOR shall hold the
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Advertising Fees in a National Advertising Fund (“NAF”) for the payment of FRANCHISOR’s
costs associated with expenses such as the creation, production, distribution, media placement,
and administration of focal, state, or national advertising programs, market research, web site and
public relations programs designed to promote and enhance the franchise system, the Licensed
Marks, and the public awareness and acceptance of Gotcha Covered Products, including
FRANCHISOR’s reasonable expenses in administering the NAF. FRANCHISOR shall have
sole discretion to determine how to spend the NAF, and there is no guarantee that any portion of
the said funds will be spent in FRANCHISEE’s market or for FRANCHISEE’s direct benefit.
Any funds remaining in the NAF not expended during any fiscal year will be carried over and
used during the following year. The NAF is not a trust or escrow account, and FRANCHISOR
has no fiduciary obligations with respect to the NAF. FRANCHISOR will provide
FRANCHISEE upon request within 90 days following the end of its fiscal year a statement
detailing the income and expenditures for the NAF for the previous fiscal year. FRANCHISOR
may increase the Advertising Fee each year on the anniversary date of this Agreement by the
same percentage as the increase in the U. S. Consumer Price Index during the preceding year.

F. FRANCHISOR has established and maintains toll-free telephone numbers
for customers to call. The telephone service provider will provide monthly reports detailing
usage of the toll-free numbers. FRANCHISEE shall pay the portion of the expenses for the toll-
free telephone numbers attributable to the Designated Territory promptly upon receipt of each
monthly bill. The toll-free numbers will at all times remain the sole property of FRANCHISOR,
and FRANCHISEE shall discontinue any use of these numbers following expiration or
termination of this Agreement.

G. All delinquent fees shall bear interest at a rate of the lower of: (i) one and
one-half percent (1.5%) per month, or (i) the maximum rate permitted by applicable law.

IV. DUTIES OF FRANCHISOR
4.01. Prior to the opening of the Franchise, FRANCHISOR shall:

A. Following receipt in writing from FRANCHISEE (either before or after
the opening of the Franchised Business) of a request for approval of a location as the Authorized
Location for the Franchised Business, promptly evaluate the appearance of such location and
notify FRANCHISEE in writing of its approval or rejection of such location.

B. Provide FRANCHISEE with a New Franchise Business Start-Up Package
with FRANCHISOR s specifications and requirements, a computer, a printer. supplies, samples,

forms. signs for FRANCHISEE’s van. an initial apparel package and other assistance deemed
l necessary by FRANCHISOR to assist FRANCHISEE in opening the Franchised Business.

C. Provide an initial training program for two persons, one of whom must be
A\ the full time day-to-day operation of the Franchised Business, and reimburse FRANCHISEE
i up to $1.000.00 for hotel, air fare, car rental or mileage expenses to attend initial training.

6



D. Provide one copy, on loan to FRANCHISEE, of FRANCHISOR’s
Training and Operations Manual as described in Section VIII hereof for use solely in connection
with operation of the Franchised Business granted hereunder.

E. Provide FRANCHISEE with a list of approved suppliers of Products for
resale to customers in the Designated Territory.

F. Provide FRANCHISEE with guidelines for an initial advertising and
marketing campaign /\for the start-up of the Franchised Business.

4.02. Following the opening of the Franchised Business, FRANCHISOR shall:

A. Provide consultation by telephone as reasonably requested by
FRANCHISEE concerning the operation of the Franchised Business.

B. Provide continuing general advice and assistance from time to time
concerning the management and operation of the Franchised Business as deemed necessary by
FRANCHISOR.

C. Provide updates, * and amendments to the FRANCHISOR Training and
Operations Manual as FRANCHISOR may from time to time deem necessary or desirable.

D. Publish a newsletter as least monthly for Franchisees which will provide
information concerning general trends in the window covering industry, plus specific
information relating to FRANCHISOR s franchise system.

E. Provide training programs or seminars as FRANCHISOR may, from time
to time in its sole discretion, deem appropriate.

F. Provide from time to time without charge updates and improvements, if
any, to FRANCHISOR s franchise system.

G. Promptly respond to requests by FRANCHISEE for approval of new
suppliers of window covering products for resale to customers in the Designated Territory. The
criteria for approval of suppliers of products is set forth in FRANCHISOR’s Training and
Operations Manual, which FRANCHISOR may change at any time at its sole discretion.
FRANCHISOR’s decision to approve or disapprove any supplier shall be final and without
recourse by FRANCHISEE.

H. Administer FRANCHISOR’s National Advertising Fund and provide an
advertising program to be determined and managed by FRANCHISOR.

>
L. Provide the advertising incentive program described in Paragraph 10.03 of
this Agreement during FRANCHISEEs first four months of operation.
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4.03. FRANCHISOR shall maintain a. toll-free telephone number(s) for use by
~potential customers to generate sales leads, which FRANCHISOR will forward to Gotcha
Covered franchisees. The cost of such toll-free telephone number(s) will be shared by all
franchisees based on usage. :

4.04. FRANCHISOR shall maintain the exclusive Internet web site to promote the
Gotcha Covered System and to generate sales leads for Gotcha Covered customers, which
FRANCHISOR will refer to the franchisee in whose territory the potential customer is located or
to which it is nearest. FRANCHISEE will not have a Gotcha Covered web site on the Internet.

V. DUTIES OF FRANCHISEE
5.01. FRANCHISEE shall:

A. Attend (or, if FRANCHISEE is a corporation, the majority owner of the
corporation) and your general manager if you will not manage the franchised business, must
attend and successfully complete to FRANCHISOR’s reasonable satisfaction FRANCHISOR's
initial training program, and complete within four weeks following execution of this Agreement
the operations portion of the initial training program. FRANCHISOR will not charge
FRANCHISEE for the initial training program, but FRANCHISEE shall be responsible for the
costs of meals, lodging, travel and all other expenses incurred by FRANCHISEE or its
employees in attending such programs. FRANCHISOR will reimburse up to $1,000.00 of
FRANCHISEE’s travel expense for air fare, hotel or rental car for the initial training course.

B. Obtain all federal, state and local business licenses, permits, certifications
and bonds required for lawful operation of the Franchised Business and certify in writing to
FRANCHISOR prior to opening that all such requirements have been met.

C. Obtain and maintain a business telephone number for the Franchised
Business available to the public, and monitor the telephone number during normal business
hours, excluding legal holidays. FRANCHISEE will attach an automatic answering machine to
the telephone line for the Franchised Business with a greeting to be provided by FRANCHISOR.

D. Obtain a van to serve as the Gotcha Covered Mobile Sales Unit for the
Franchised Business. The parties understand and agree that a positive, professional business
appearance of the van is essential to maintain the goodwill associated with the name and
reputation of the Franchised Business and the Gotcha Covered franchise system, and
FRANCHISEE agrees:

1. To keep the van in good mechanical condition and promptly have
any physical damage repaired in a professional manner, and that the van will conform to
FRANCHISOR’s standards and specifications as set forth in FRANCHISOR’s Training and
Operations Manual and other written memoranda of FRANCHISOR, which FRANCHISOR may
change from time to time at FRANCHISORs sole discretion.
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2. To display on the exterior of the van only those signs, emblems,
logos and graphic materials provided by or designated and specified by FRANCHISOR in the
Training and Operations Manual or otherwise in writing.

E. Attend (or if FRANCHISEE is a corporation, its majority shareholder or
manager will attend) and complete to FRANCHISOR’s reasonable satisfaction such continuing
training or educational programs, if any, as FRANCHISOR may from time to time require in
writing. FRANCHISOR will not charge FRANCHISEE for the training programs, but
FRANCHISEE shall be responsible for the costs of meals, lodging, travel and all other expenses
incurred by FRANCHISEE or its employees in attending such programs.

F. Actively promote the sales of products and services of the Franchised
Business and exert his best efforts to fully develop and maximize the market for the products and
services of the Franchised Business in the Designated Territory. FRANCHISEE will maintain
advertisements in the Yellow Pages of all pnimary directories.

G. Devote his full time (or if FRANCHISEE is a corporation, the majority
owner) to the management and operation of the Franchised Business, or hire a full-time manager.

H. Require all of FRANCHISEE’s employees or agents ~ 1o execute and
deliver to FRANCHISOR a Nondisclosure and Noncompetition Agreement in a form acceptable
to FRANCHISOR at the time of hire prior to beginning work at the Franchised Business and
prior to disclosing to them any information concerning the Franchised Business.

L. Maintain an adequate supply for use in connection with the operation of
the Franchise Business of all printed materials and forms specified by FRANCHISOR, which are
the proprietary property of FRANCHISOR and which are an integral part of FRANCHISOR’s
system franchised hereunder.

L. Sell and install only Products which have been approved by
FRANCHISOR for resale to customers in the Designated Territory.

K. Purchase and maintain an adequate supply of Product samples of
FRANCHISOR’s Product line for use in the Franchised Business.

L. Comply with all federal, state and local health and safety laws, rules and
standards applicable to operation of the Franchised Business. FRANCHISEE will forward
copies of all notices of non-compliance by the Franchised Business with any law, rule, regulation
or ordinance to FRANCHISOR within three days from receipt thereof accompanied by a
summary of action FRANCHISEE will take to comply.

M. Maintain adequate working capital to operate the Franchised Business in
accordance with the FRANCHISOR Training and Operations Manual, as such may be amended
by FRANCHISOR from time to time.



