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FRANCHISE AGREEMENT
THIS AGREEMENT madeonthe  dayof ,20
BETWEEN:
YOUR DOLLAR STORE WITH MORE, INC., a Washington corporation
(the “Franchisor™)
AND:

(the “Franchisee”)

RECITALS

Franchisor and its affiliates have developed, and Franchisor has the right to sublicense the Your Dollar
Store With More, Inc. System as defined below. Franchisor or its affiliates have expended time, effort
and expense to develop the System of development, opening and operating of retail stores specializing
in the sale of low cost items. Franchisor has gained experience and contacts in the acquisition and
purchasing of items suitable for sale at Your Dollar Store With More™ stores.

Franchisor has the right to use and sublicense the use of Your Dollar Store With More, Inc. Marks, as
defined below.

Franchisee has applied for and desires to acquire a franchise agreement to open a Your Dollar Store
With More Store™ utilizing the valuable System and Marks, and such application has been approved
by Franchisor in reliance upon all the representations made by Franchisee. Franchisee has had an
adequate opportunity to be informed and advised of the terms of this Franchise Agreement by
independent legal counsel.

The parties agree as follows:

DEFINITIONS
A. Confidential Information. Confidential Information is defined in Section 7.08 of this
Agreement.
B. Gross Sales means the entire amount of the actual sales price and all other

consideration, receipts, and receivables, received or earmed in connection with the
Store and with related activity. There shall be no deductions allowed for uncollected
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or uncollectable credit accounts and no allowances shall be made for bad debts.
“Gross sales” shall not include any tax imposed by the government or any refund or
credit given or any goods returned or exchanged by a customer.

C. Guarantor means any person or entity that signs this Agreement or signs a guaranty
relating to this Agreement, and that is bound by this Agreement.

D. Internet means any of one or more local or global interactive communications media,
that is now available, or that may become available, and includes Web sites and
domain names. Unless the context otherwise indicates, Internet includes methods of
accessing limited access electronic networks, such as Intranets, Extranets, and WANSs.

E. Location means the one location within the Territory and as described in Schedule 1
at which you may operate the franchised business using the System.

F. Manual means Franchisor’s confidential: (i) manual or manuals, and (ii) any Intranet
or password protected portion of an Internet site, and (iii) any embodiment of the
System, including notices of new standards and techniques, and (iv) any amendments,
supplements, derivative works, and replacements; whether embodied in electronic or
other media.

G. Marks means Franchisor’s trade names, trademarks, service marks, logos, décor,
trade dress, lay out, and commercial symbols, and similar and related words or
symbols, now or in the future associated with us, you, the System, whether or not
they are registered, including “Your Dollar Store With More™” and the design
shown on the top of page 1 of this Agreement.

H. Multi-Area Marketing Programs means regional, national, or international programs
designed to increase business, such as multi-area customer, Internet, yellow pages,
directory, affinity, vendor, and co-branding programs. Such programs may require
Franchisor’s cooperation (including refraining from certain channels of marketing
and distribution), participation, and adherence to maximum pricing to the extent
permitted by law. All such programs are Franchisor’s proprietary trade secrets.

I Store means a Your Dollar Store With More™ franchisee’s business, operated
pursuant to a franchise agreement, or related to retail sale of low cost items.

I. System. The System relates to retail sale of low cost items, and includes information,
know how, trade secrets, methods, manuals, standards, designs, methods of usage of
the Marks, Copyrightable works, software, product and service sources and
specifications, confidential communications, methods of Intemet usage, marketing
programs, and research and development. Systems may by modified by Franchisor at
anytime, and such modifications become Franchisor’s property.

K. Transfer means to voluntarily or involuntarily transfer, assign, sell, or encumber any
interest in or ownership or control of, the franchise, or the franchised business, or
substantial assets of the franchised business, or of this Agreement.

The parties agree as follows:
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GRANT OF FRANCHISE

Subject to the provisions of this Agreement, Franchisor hereby grants to Franchisee the non-
exclusive right to operate a Your Dollar Store With More™ Store at and only at the following
Location:

using
Franchisor’s System and Marks. Termination or expiration of this Agreement will constitute
a termination of this right and license. Franchisee may not re-locate without Franchisor’s
written consent, which consent will not be unreasonably withheld.

Franchisor agrees not to permit the location of any other Your Dollar Store With More™
Store within one mile from a location within an enclosed shopping center, and two miles
from other locations, including a location in a strip mall or in line facing a street or outdoor
walkway. The exceptions to the foregoing are that Franchisor may: (i) develop and
implement Multi-Area Marketing Programs wherever they may reach, and (ii) Franchisor
may acquire, merge with, or be acquired by competitors wherever located. Franchisor and
Franchisee may solicit customers anywhere, except that Franchisee must comply with
Franchisor’s Multi-Area Marketing Programs in doing so. Qutside of the one or two mile
protected area from Franchisee’s Store, Franchisor may establish other franchise-owned or
Franchisor or affiliate-owned stores that may compete with Franchisee’s Store.

TERM OF FRANCHISE

The term of this Franchise Agreement shall commence on the date Franchisee’s Store opens
for business and shall expire at midnight on the day preceding the TENTH (10™)
ANNIVERSARY of said opening, unless terminated sooner in accordance with the terms and
conditions of this Agreement;

Provided Franchisee shall have complied with this Agreement and any other agreements
between Franchisor and Franchisee, then at the expiration of the term hereof, Franchisee may
remain a Franchisee for a further term of TEN (10) years, provided that:

(@)  Franchisee must have the right to remain in possession of the Location, at the
Location, for the new term, and produce evidence thereof satisfactory to Franchisor;
and

(b)  Franchisee shall have given Franchisor written notice of its desire to exercise its
option to continue as a Franchisee not less than SIX (6}, nor more than TWELVE
(12) CALENDAR MONTHS prior to the expiration of the term of this Agreement;

and

(c) Franchisee shall have paid to Franchisor an administrative fee of TWO THOUSAND
($2,000.00) DOLLARS to extend the franchise term for TEN (10) YEARS.

(d)  Franchisee shall have signed Franchisor’s then current form of Franchise Agreement,
which may contain terms materially different from those in this Agreement.

In the event Franchisee should fail to open its Store within ONE HUNDRED AND EIGHTY
(180) DAYS of the execution of this Agreement, then this Agreement shall be terminated at
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Franchisor’s option, and upon written confirmation by Franchisee of its post-termination
obligations, including non-disclosure and non-competition, one-half of the initial franchise
fee shall be returned to Franchisee. Franchisor shall retain one-half as compensation for the
time and expenses incurred, on this franchise.

SERVICES FURNISHED BY FRANCHISOR

Franchisor agrees:

3.01

3.02

3.03

3.04

3.05

3.06

4.01

4.02

To assist Franchisee in the selection and leasing of an appropriate location of the new Your
Dollar Store With More™ Store, and to approve the Location if it meets the criteria and
conditions used by Franchisor at the time. Franchisor does not guarantee the success of any
location, and Franchisee is responsible for its location and lease. If Franchisor assists
Franchisee in negotiating the lease or negotiating Franchisor’s required option to assume the
lease, Franchisor may charge Franchisee $2,000.

To assist Franchisee in choosing a floor plan with the benefit of Franchisor’s experience in
the set up of a Your Dollar Store With More™ Store, which floor plan is subject to the
approval of Franchisor.

To make available to Franchisee prior to the opening of the Your Dollar Store With More™
Store a training program with respect to the operation of the Your Dollar Store With More™
Store retail system.

To make available to Franchisee any other assistance that may reasonably be required, based
on the experience and judgment of Franchisor in the pre-opening, opening and initial
operation of the Your Dollar Store With More™ Store and in conforming to the requirements
of the Your Dollar Store With More Store™ retail system.

To maintain a continuing advisory relationship with Franchisee, including consultation in the
areas of marketing, merchandising and general business operations.

To continue its efforts to maintain high and uniform standards of operations, including
quality, cleanliness, appearance and service at all Your Dollar Store With More™ Stores.

PAYMENTS TO FRANCHISOR

The franchise fee is $17,000. As consideration for grant of this franchise, Franchisee agrees
to pay to Franchisor a single initial payment SEVENTEEN THOUSAND ($17,000.00)
DOLLARS (plus Franchisor applicable taxes where required) payable by certified check
upon the execution of this Agreement.

During the term of this Franchise Agreement, Franchisee shall also pay to Franchisor on or
before Wednesday of each week: (i) as Franchise Royalty fees, a sum equal to (4%)
PERCENT,; (ii} plus as shared advertising fees, a sum equal to (0.5%) PERCENT; of the
Gross Sales of Franchisee’s Your Dollar Store With More™ Store for the previous week
ending Sunday.
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4.03 In the event of the failure of Franchisee to remit the payments required above, Franchisee
agrees to pay interest on the unpaid amounts at the rate of 1% per month. Franchisor may
change the rate with 30 days written notice but will change the rate only if the prime rate
charged by U.S. Bank to its best commercial customers in Seattle, Washington USA, or closest
equivalent, increases 3% or more and in an amount equal to the increase, above current prime.
The current prime rate of U.S. Bank at Seattle is 6.75%.

4.04 If Franchisor in its discretion approves Franchisee to acquire more than one Your Dollar
Store With More™ franchise, the initial franchise fee for subsequent franchises will be
reduced to one half of the then current initial fee paid by new franchisees. Franchisor may
change the franchise fee for subsequent units upon four months written notice.

5. COVENANTS OF FRANCHISEE

Franchisee understands and acknowledges that every detail of the Your Dollar Store With More™
Store System is important to Franchisor, to Franchisee, and to other Franchisees, in order to develop
and maintain high and uniform standards, and to protect and enhance the reputation and goodwill of
all Your Dollar Store With More™ Stores. Franchisee accordingly agrees:

5.01 To offer for sale only such products as are reasonably suited for a store designed to sell items
at the price points and mix ratios as provided in the Operations Manual and to immediately
refrain from selling any specific item or type of item or any product as may be designated by
Franchisor from time to time. Franchisee acknowledges that Franchisor may so designate
items or products without giving reasons to Franchisee. Franchisee will maintain at all times
a sufficient supply of inventory as required by the standards provided in the Operations
Manual as determined by Franchisor and revised from time to time.

5.02 To immediately refrain from purchasing items or products from any particular supplier or
suppliers as may be designated by Franchisor from time to time. Franchisee acknowledges
that Franchisor may so designate suppliers without giving reasons to Franchisee.

5.03 To use all matenals, supplies, paper goods, uniforms, fixtures, furnishings, signs, equipment
and methods of exterior and interior design and construction as to conform to Franchisor’s
standards and specifications as set by Franchisor from time to time.

5.04 To comply with the System and Manuals, including Franchisor’s operating standards and
criteria, as established and modified by Franchisor.

5.05 To attend, or to require Franchisee’s designated representatives to attend and to successfully
complete all such training programs as may be determined by Franchisor to be necessary to
the proper running of a Your Dollar Store With More™ Store.

506 To keep full, complete and accurate books and accounts in accordance with generally
accepted accounting principles and as may be further described by Franchisor from time to
time. Franchisor may require Franchisee to submit to it complete annual financial
statements, compiled by an independent certified public accounting firm, within 90 days of
Franchisee’s fiscal year end.
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Franchisee shall deliver to Franchisor on or before Wednesday of each week, in the form
prescribed by Franchisor, a signed statement of Gross Sales for the week last ending on
Sunday, including all monies required to be paid weekly under this Agreement. Franchisor
may modify the date, forms, and method of payment, including via electronic means debited
directly from your bank account, in its reasonable discretion,

Franchisee shall submit to Franchisor such other periodic forms and reports as may be
reasonably prescribed by Franchisor and at the times and in the manner reasonably
prescribed by Franchisor.

To preserve for a period of not less than THREE (3) YEARS all accounting records and
supporting documents relating to Franchisee’s operations under this Agreement.

To record all sales on a point-of-sale system approved by Franchisor, and containing a device
that will record cumulative sales and that cannot be turned back or reset. To acquire and
maintain the information processing and communication system that Franchisor may
reasonably specify, including Internet access.

Franchisee shall at its own sole cost and expense take out and keep in full force and effect,
such insurance coverage as may be required pursuant to the Lease or Sub-Lease for the
Location of Store. Franchisee must maintain such other insurance as Franchisor may from
time to time reasonably require, including, product liability insurance, fire and extended
coverage insurance on equipment, leasehold improvements and stock of Franchisee and
public liability and indemnity insurance in such amounts as Franchisor may reasonably
require, fully protecting as the named insureds Franchisor and Franchisee against loss or
damage occwring in connection with the operation of Store. All costs in connection with the
placing and maintaining of such insurance shall be bome solely by Franchisee. The policy
shall contain a clause that the insurer will not cancel or change or refuse to renew the
insurance without first giving to Franchisor THIRTY (30) DAYS prior written notice.
Copies of all policies or certificates of insurance and any renewals thereof shall be delivered
promptly to Franchisor by Franchisee.

In the event that Franchisee fails to take out or keep in force any insurance required above,
Franchisor has the right, to effect such insurance at the sole cost of Franchisee, and all
outlays by Franchisor in this regard shall be immediately paid by Franchisee to Franchisor.

To keep its Your Dollar Store With More™ Store open and in normal operation during such
hours of the day and during such days of the year as shall be specified in the lease agreement
with the Landlord, the terms of which shall be subject to the prior written consent of
Franchisor, and which hours shall not breach any applicable laws.

CERTAIN RIGHTS OF YOUR DOLLAR STORE WITH MORE, INC.

In order to preserve the Marks and to assure that the standards of the System are properly
employed in the operation of Store, Franchisor, or its agents, shall have the right, at all
reasonable times, to enter into and inspect the Store. Franchisor may inspect materials,
supplies (other than items and products for resale), paper goods, uniforms, fixtures,
furnishings, signs and equipment to assure that these items conform to the System.
Franchisor may require Franchisee on THREE (3) DAYS written notice:
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(a) to remove any item of equipment, fixtures and signage which does not conform with
applicable standards and specifications;

(b)  to remove any stock designated as prohibited for sale by Franchisee or purchased
from a prohibited supplier.

Franchisor or its agents shall have the right to inspect Franchisee’s original books and
records at all reasonable times. If an inspection reveals that the Gross Sales reported by
Franchisee to Franchisor are less than the Gross Sales ascertained by the inspection, then
Franchisee shall immediately pay to Franchisor any amount owing to Franchisor. If any
inspection results from Franchisee’s failure to prepare, deliver or preserve statements or
records as required by this Agreement, or results in the discovery of a discrepancy in the
Gross Sales reported by Franchisee of FIVE (5%) PERCENT or more, Franchisee shal! pay
or reimburse Franchisor for all expenses connected with the inspection, including but not
limited to, reasonable accounting and legal fees, travel and lodging. All unpaid amounts
shall bear interest at the rate of 1% per month, from the date payment was due to the date
payment is received by Franchisor. Such payments will be without prejudice to any other
remedies Franchisor may have under this Agreement or at law, including the right to
terminate this Agreement.

MARKS AND CONFIDENTIAL INFORMATION

Franchisee acknowledges that the distinguishing characteristics of Franchisor’s System
include the Marks “Your Dollar Store With More™" and all other Marks as may be adopted,
amended or designated by Franchisor. The Marks constitute part of Franchisor’s System and
that valuable goodwill is associated with and attached to the Marks that the Marks be used by
Franchisee only in the manner and to the extent specifically licensed by this Agreement, and
as directed by Franchisor.

Franchisee understands that Franchisee’s license to use any or all of the Marks are non-
exclusive and that, only Franchisor has the right to operate or franchise other Your Dollar
Store With More™ Stores and to grant licenses to use the Marks.

Franchisee will not directly or indirectly contest the validity or ownership of the Marks.

No right or title or interest in the Marks is transferred to Franchisee except the right to use
them subject to this Agreement, and as directed by Franchisor.

Franchisee shall immediately notify Franchisor of any infringement or threatened
infringement or piracy or imitation of the Marks, or that any third party claims that any of the
Marks infringe on 1ts trademark. Franchisor shall have in its absolute discretion the right to
institute or defend trademark proceedings as it shall deem fit. Franchisee shall not, under any
circumstances whatsoever, institute any legal proceedings relating to the trademark without
first obtaining the prior written consent of Franchisor. In the event that Franchisor
undertakes the defense or prosecution of any such legal proceedings, Franchisee agrees to
execute any and all documents and do such acts and things as may, in the opinion of counsel
for Franchisor, be necessary to carry out such defense or prosecution. Franchisor may
change or discontinue, or ask Franchisee to change or discontinue, use of any or all Marks.
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