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ZEROREZ FRANCHISING SYSTEMS, INC.
FRANCHISE AGREEMENT
THIS FRANCHISE AGREEMENT between ZEROREZ Franchising Systems, Inc. (hereinafter referred to

interchangeably as "Franchisor", "the Company", “ZEROREZ”, “us” or "we"), a Nevada corporation, with its
principal place of business located at 1464 West 40 South, Suite 100, Lindon, Utah 84042, and

("Franchisee" or "you"), a(n) Corporation, whose
principal address is , made and entered into effective the ___ day of
, of the year
RECITALS
A The Company has expended considerable time, effort and money in developing a distinctive business

format and methodology for the operation of a floor and fabric care business that utilizes the Marks
(as defined below) and the Company's methods of operation and management, standards,
specifications, confidential information, procedures, record keeping techniques, materials and
Confidential Operations Manual (hereinafter referred to as the "System"); all of which is subject to
change, improvement, and further development from time to time.

B. The Company owns the entire right, title and interest, together with all the goodwill connected
therewith, in various trademarks and service marks, including the name and symbol ZEROREZ,
which are used by us in identifying, promoting, advertising, and marketing various floor and fabric care
services (hereinafter referred to as the "Marks").

C. You have read this Agreement and the Company's "Offering Circular for Prospective Franchisees"
and understand the importance that these terms and conditions have in maintaining the System’s high
standards of quality and service protecting the Company's rights in the Marks and the goodwill
associated with the Marks. You acknowledge that you have independently investigated the risks of
operating a business based upon the System, including current and potential market conditions,
competitive factors and risks, and have made an independent evaluation of ail material facts
surrounding the operation of a floor and fabric care business utilizing the System and Marks. You
acknowledge that you have been granted a license to operate a Franchised Business (as defined
below) and to use the System because of your commitment to abide by the procedures, policies, rules
and regulations associated with a ZEROREZ franchise and to conform your Franchised Business to
the System.

D. You understand that the fundamental feature of a franchise system is a consistent method of
operation at all franchises within the franchise system. You understand that as a franchisor, the
Company has the right to evaluate the ZEROREZ concept and to adapt it to changing business
conditions, industry changes, and changes necessary to meet the demands of customers. The
Company intends to develop and test new services for sale, marketing programs and operating
procedures to enhance the consistency of operation and customer service at the ZEROREZ franchise
you operate. During the term of this Agreement, the Company expects changes to occur in the
System. As a franchisee, you are bound to operate your franchise in accordance with the System as
it changes from time to time.

E. The parties intend for this Agreement to be implemented in a fair and reasonable manner and that all
of its provisions be interpreted accordingly and consistently applied in a commercially reasonable
manner designed to increase the quality and profitability of the products and services offered.



1.

GRANT AND TERM

1.1

(a)

(b)

Grant of License

Subject to all the terms and conditions of this Agreement, the Company hereby grants to you an
exclusive right to conduct and operate a ZEROREZ business utilizing the System, Marks, and
the Company's distinctive methods of operation (the "Franchised Business”) within, and only
within, the area (the "Operating Territory”) described in Schedule A attached hereto. The
Operating Territory is defined to be a geographic area consisting of one or more contiguous or
nearly contiguous zip codes containing a population base of up to approximately 300,000
people. Depending on population densities and other factors, there may be more than one
Operating Territory within any particular market, geographic region or location, each of which
may be owned by a different ZEROREZ franchisee. You have the exclusive rights to conduct
the Franchised Business within the Operating Territory. You also have a non-exclusive right to
offer ZEROREZ products and services outside your Operating Territory in any location that is
within the same market area as your Operating Territory but that is not within the exclusive
Operating Territory of any other present or future franchisee. You acknowledge that the
Company may, in the future, after first offering the existing franchisee the oppertunity to
acquire, grant to another franchisee an exclusive license to territory that is outside your
exclusive Operating Territory but that is within the market area in which your exclusive
Operating Territory is located, and that in such event you will be required to cease doing
business in that newly created exclusive Operating Territory belonging to another franchisee.
You acknowledge that the cleaning fluid technology that is part of the System belongs to
Electric Aquagenics Unlimited, Inc. (“EAU"), a Delaware corporation that is affiliated with the
Company, and that your rights to use the fluid technology are derived from EAU pursuantto an
exclusive license agreement between EAU and the Company. Pursuant to the license
agreement between EAU and the Company, certain proprietary technology relating to the
cleaning fluid will be held in escrow so that it will be available to you and other franchisees in
the event EAU becomes insolvent, bankrupt or ceases doing business.

Provided that you have met your business development quotas as set forth in Schedule A
hereto, and provided that you have not defaulted in any of the terms of this Agreement and that
you are current on all payments and other obligations to ZEROREZ, you may purchase
additional territory contiguous to your exclusive Operating Territory, or within the same unified
market as your exclusive Operating Territory. Such newly purchased territory will be identified
by zip codes. Any such additional territory you purchase will be added to your exclusive
Operating Territory. You may exercise your right to purchase such additional territory by
notifying the Company in writing of your intention to purchase such territory within thirty (30)
days after the date that the Company notifies you of its intent to offer or sell any such new
territory to a new franchisee; provided that such purchase must be completed within thirty (30)
days after the date you provide such written notice to the Company. The purchase price to
existing franchisees for new territory will be equal to the then current initial franchise fee
charged to new franchises multiplied by a fraction, the numerator of which is the population of
the new territory according to the latest available census numbers and the denominator of
which is 300,000. By way of example, if a franchisee exercises its right to purchase new
territory with a population of 100,000, and if the Company’s initial franchise fee is then $25,000,
the purchase price, or franchise fee, for such new territory will be $8,333.33 {$25,000 X
(100,000/300,000)). Partial zip codes will not be sold. In the event two or more franchisees
desire to purchase the same additional territory within a unified market, the priority of the
competing rights will be determined by the dates on which each franchisee commenced
business operations within the unified market, with the first franchisee in a given unified market
receiving the first right to purchase the territory, the second franchisee in the unified market
receiving the second right to purchase the territory, and so forth. You will not be allowed to
purchase additional territory that is not contiguous to your exclusive operating territory or within
the same unified market as your exclusive operating territory without our prior approval.



1.2 Term

The term of this Agreement will be ten (10) years from the date the Company accepts this Agreement
and will expire on the date set forth in Schedule A attached hereto ("the Term"). You may, at your
option and without payment of a fee, renew this Agreement for additional terms of 10 years each
subject to meeting all of the following conditions prior to such renewal:

You must give us written notice of your intent to renew not less than 6 months or more than 12
months prior to the expiration of the then current term, provided, however, that the Company will not
terminate this Agreement at the end of the then current term until it has given you written notice of its
intention to terminate this Agreement at least fifteen (15) days prior to the end of the then current
term;

{a) You must not be in material violation of any provision of this Agreement or any amendment or any
other agreement between you and the Company or its affiliates; and you shall have substantially
complied with the terms and conditions of such agreements during the then current term;

(b) You will have satisfied all monetary obligations owed by you to the Company and its affiliates;

(c) You will execute our then current franchise agreement, provided that such current agreement
does not impose materially greater obligations upon you than this Agreement, in which case this
Agreement shall remain in effect during the extended term;

(d} You will comply with the Company's then current qualifications and training requirements;
provided such qualifications and training requirements are reasonably required to operate the
franchised business and are consistently applied to all franchisees.

1.3 Commitment to Develop Operating Territory

By granting you exclusive rights to the System and the Marks for the Operating Territory, you agree as
follows:

(a) to use commercially reasonable efforts to develop demand for the services offered at your
franchised business and to service your customers, all in accordance with the standards and
policies established by the Company;

(b) the Operating Territory is reasonable and sufficient in size and scope to support the
Franchised Business;

(c) you have no rights to the System or Marks outside the Operating Territory without the
Company's express written consent, not to be unreasonably withheld.

14 Reserved Rights

Notwithstanding the rights granted to you under this Agreement, the license granted under this
Agreement is non-exclusive, and the Company and any affiliate retain for themselves the right in their
sole reasonable discretion:

(a) to establish, and grant other franchisees or licensees the right to establish, Franchised
Businesses anywhere outside the Operating Termitory, subject to your rights to purchase
additional territory as outlined in paragraph 1.1 above;

(b) to market and sell products bearing the Marks which are similar to those offered through the
Franchised Business through any and all potential distribution channels including, without
limitation, distributors, dealers, retail outlets, and via e-commerce via the Internet or other
electronic media, provided that the Company does so in a manner that is intended to benefit the



Company’s franchisees;

(c) to sell products bearing the Marks in retail stores such as supermarkets, floor covering stores,
hardware stores or home centers, or other channels of distribution without regard to your
exclusive operating territory, provided that we do so in a manner that is intended to benefit our
franchisees.

(d) to promote and/or sell products and services via e-commerce if we determine that such sales will
benefit the ZEROREZ System and/or marks.

(e) to establish or acquire other franchise systems for similar or different products and services using
different trademarks or service marks in your exclusive operating tesritory, or the exclusive
operating territory belonging to any other ZEROREZ franchisee.

(f) to develop, and to market and sell to commercial end users a portable carpet or fabric cleaning
system, provided that the Company will pay to you at least ten percent (10%]) of the gross sales
price received by the Company with respect to the sales of such systems to commercial end
users located within your exclusive Operating Territory.

FEES
2.1. Initial Franchise Fee

Upon the completion of your initial training and the opening of your franchised business you will pay to
the Company the initial franchise fee specified in Schedule A attached hereto. Except as described in
Item 13.3, the initial franchise fee is non-recurring and non-refundable. Subject to our prior written
approval, up to one-half of the initial franchise fee may be paid pursuant to the terms of a Promissory
Note in the form attached as Exhibit F to the ZEROREZ Uniform Franchise Offering Circular.

2.2. Royalty

Beginning on the date (the “Royalty Commencement Date”) that is sixty (60) days after the date on
which the Primacide cleaning solution generator is installed at your business, you agree to pay the
Company a monthly royalty fee equal to the greater of four percent (4%) (the "Percentage”) of the
Franchised Business's Gross Sales (as defined below) or the minimum monthly royalty fee listed
below:

Paortion of Term ' Minimum Rovalty Fee
First ten (10) Months after Royalty Commencement Date $400 per Month
Next twelve (12) Months after Royalty Commencement Date $670 per Month
Next twenty four (24) Months after Royalty Commencement Date $890 per Month
Next twelve (12) Months after Royalty Commencement Date $1,330 per Month
Thereafter $2,000 per Month

The minimum royalty set forth above is based on franchisee development objectives that have been
formulated by the Company. These franchisee development objectives make certain assumptions
regarding the rate at which a franchisee is expected to develop its franchised business within its
exclusive operating territory. The assumptions used by the Company in formulating the franchise
development objectives include the assumption that each truck will generate gross revenue of
$200,000 per year (increasing consistent with increases in the Consumer Price Index), and that a
franchisee with a single exclusive operating territory with a population base of up to 300,000 will have
one truck in operation during years one and two, an average of 1-1/3 truck in operation during years
three and four, two trucks in operation during years five and six, and three trucks in operation
beginning in year seven. By signing this Agreement, you specifically acknowledge that the franchisee
development objectives are reasonable, and you specifically consent to the minimum royalty amounts



set forth above.

Royalty fees are due and payable to the Company on or before the 15™ day of each calendar month
based upon the Gross Sales during the preceding calendar month. Royalty fees shall begin to accrue
on the Royalty Commencement Date. The Company will not increase your royalty fee percentage
during any renewal term of this Agreement.

2.3. Gross Salés

“Gross Sales" shall mean the aggregate gross amount of all revenues from whatever source derived
(whether in the form of cash, credit, check, agreements to pay, or other consideration including the
actual value of any goods or services traded, bartered, or otherwise received by you in exchange for
any form of non-monetary consideration, and whether or not payment is received at the time of
service) that arise from or are derived by you or by any other person from business conducted or
which originated in, on, from, or through the Franchised Business, including any and all activities
undertaken by you or any agent, employee, or representative dealing with the business of floor and
fabric care, excluding nominal value services offered in trade or bartered, whether such business is
conducted in compliance with or in violation of the terms of the Agreement. "Gross Sales” do not
include:

(a) sales tax or other tax receipts, the collection of which is required by law;
(b) refunds, allowances, adjustments or credits actually made by the Franchised Business; and

(c) sales or disposal of used equipment under terms of item 5.3 of this Agreement.

2.4 Monthly Statements

No later than the 15" day of each month after commencing operation of the Franchised Business you
agree to deliver to the Company a monthly statement itemizing the Gross Sales, number of jobs
completed and number of re-cleans during such month, and such other sales information as the
Company may reasonably require and in a manner as may be specified from time to time by the
Company, signed by you as certification of the accuracy of the information set forth therein. The
Company has the right to require such statements to be submitted electronically via manual or
automatic submittal from the operations software. In the case of electronic submission of statements,
a printed statement is not required with the timely payment of royalties due and payable. Unless the
Company requires you to pay royalties by electronic funds transfer, royalties due and payable to the
Company shall accompany each monthly statement.

2.5 Interest on Overdue Accounts

You agree to pay interest on any monies due from you to the Company under this Agreement that
remain unpaid 30 days after becoming due at the rate of 2% per month, or the maximum allowed by
law, whichever is less.

2.6 Automatic Transfer

The Company has the right to require you to pay any and all royalties due under this Agreement by
electronic funds transfer, in which case you agree to perform such acts, and sign and deliver such
documents as are necessary to implement such a payment program and to make the required funds
available for withdrawal on or before the designated payment dates.

2.7 Sales Quota

To ensure that you utilize your commercially reasonable efforts to promote the Franchised Business
and grow the demand within the Operating Territory for the services and products you offer, the



Company has the right to set a reasonable sales quota for the Operating Territory. The sales gquota,
to which the Company and you have mutually agreed if any, is specified in Schedule A.
Notwithstanding whether a specific sales quota has been established, you are obligated hereunder,
and thus will be in material breach hereof if you fail to achieve Gross Sales equal to that amount of
Gross Sales necessary to achieve the minimum monthly royalty payment for any period of six (6)
consecutive months or if you fail to achieve the Gross Sales listed as Sales Quotas in Schedule A for
two consecutive years.

COMMENCEMENT OF BUSINESS

You will not commence business, and you will not be considered to be in full compliance with the
terms and conditions of this Agreement, until you and your agents, as designated in the reasonable
discretion of the Company (hereinafter referred to as “Designated Franchisee Trainees”), successfully
complete the Company's initial training program, as described in Section 4. As time is of the essence,
you agree to use your commercially reasonable efforts to cause the Designated Franchisee Trainees
to complete the training in a timely manner.

You will establish business premises within the Operating Territory for the Franchised Business,
which may be in a residence so long as allowed by local zoning regulations. You agree to commence
offering services and products for sale to the public within the Operating Territory as soon as possible
after the date of this Agreement, but in any event not later than four (4) months after the completion of
the Company's initial training program, unless otherwise agreed in writing by the Company. This
Agreement may be terminated for your failure to commence your Franchised Business as required
herein. You agree that time is of the essence in the opening of the Franchised Business.

TRAINING AND OPERATING ASSISTANCE
41 Training

Prior to the start of your Franchised Business, we will furnish initial training on the operation of a
ZEROREZ franchise to one or more Designated Franchisee Trainees. Initial training for up to two
Designated Franchisee Trainees will be paid by the Company. The Company reserves the right to
charge a fee for the training of additional individuals. The training program shall be comprised of both
an in field training and classroom sessions which take place at our headquarters or at a location
designated by us. Each Designated Franchisee Trainee is required to complete the entire training
program to our satisfaction. If we determine that a Designated Franchisee Trainee is unable to
satisfactorily complete the initial training program, you will be allowed to designate an alternate trainee
to successfully complete the initial training program. After completing such training, then your
Designated Franchisee Trainees will be responsible for training all non-managerial employees you
hire to work in your Franchise Business. Such training may be provided by us, at your expense. All
new or successor general managers must also complete our initial training program. You will be
responsible for the expenses your Designated Franchisee Trainees incur while attending any initial
training program including transportation, lodging, meals, and compensation, if any. During the term
of this Agreement, we may require the Designated Franchisee Trainees and previously trained
Designated Franchisee Trainees to attend additional training courses at your expense either via the
Internet or at such locations and times as we may designate. We reserve the right to charge
reasonable fees for these new or refresher courses.

4.2 Employees

You will hire all employees or independent contractors in connection with your Franchised Business,
including but not limited to management, clerical, sales, and service personnel, and be exclusively
responsible for the terms of their employment and compensation. You will not employ anyone who
refuses or fails to satisfactorily complete the training program conducted by you or us. You will not
employ or continue to employ anyone who refuses to grant permission for or fails to meet our
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