85 7th Place East, Suite 500

MINNESOTA St. Paul, Minnesota 55101-2198
DEPARTMENT OF mn.gov/commerce/

COMMERCE 651.296.4026 FAX 651.297.1959
: An equal oppertunity employer

April 5, 2013

JULIA BADALIANCE
AKERMAN SENTERFITT

750 9TH STREET SUITE 750.
WASHINGTON, DC 20001

Re: F-5043
ABRAKADOODLE INC
ABRAKADOGDLE INC FRANCHISE AGREEMENT

Dear Ms. Badaliance:

The Annual Report has been reviewed and is in compliance with Minnesota Statute Chapter
80C and Minnesota Rules Chapter 2860.

This means that there continues to be an effective registration statement on file and that the
franchisor may offer and sell the above-referenced franchise in Minnesota.

The franchisor is not required to escrow franchise fees, post a Franchise Surety Bond or
defer receipt of franchise fees during this registration period.

As a reminder, the next annual report is due within 120 days after the franchisor's fiscal year
end, which is December 31, 2013.

Sincerely,

MIKE ROTHMAN
Commissioner

By:

Daniel Sexton _
Commerce Analyst Supervisor
Registration Division

(651) 296-4520

MR:DES:diw



F-5043
STATE OF MINNESOTA
DEPARTMENT OF COMMERCE
REGISTRATION DIVISION
(651) 296-6328

IN THE MATTER OF THE REGISTRATION OF:
ABRAKADOCDLE INC FRANCHISE AGREEMENT

By ABRAKADOODLE INC

ORDER AMENDING
REGISTRATION

WHEREAS, an application to amend the registration and

amendment fee have been filed,
IT IS HEREBY ORDERED that the registration dated
April 8, 2005, is amended as of the date set forth below.

K7

MIKE ROTHMAN

Commissioner

Department of Commerce

85 7th Place East, Suite 500
St Paul, MN 55101

Date: April 5, 2013



State of Minnesota

Form A
UNIFORM FRANCHISE REGISTRATION APPLICATION o;‘:‘ﬁ" M
s ﬁl‘. 9'- cmn::‘.::a
£ 0
<13

APPLICATION FOR:

INITIAL REGISTRATION OF AN OFFER AND SALE OF FRANCHISES

:JI

X | RENEWAL APPLICATION OR ANNUAL REPORT
PRE-EFFECTIVE AMENDMENT
POST-EFFECTIVE MATERIAL AMENDMENT
| 1. Full legal name of Franchisor: _ w
ABRAKADOODLE, INC. X M#
3,
2. Name of franchise offering: d\,‘!ﬂ’
ABRAKADOODLE \4%
3. Franchisor’s principal business address: //
46030 Manekin Plaza, Suite 110, Sterling, VA 20166
4.

Name and address of Franchisor’s agent in this state autherized to receive service of

process:

Commissioner of Commerce
Department of Commerce

85 7th Place East, Suite 500

St. Paul, Minnesota 55101-2198

The states in which this application is or will be shortly on file:

California, Illinois, Maryland, Minnesota, New York, Utah, Virginia and Washington

V—ff;(B |
Ple. 72
An=

(2(3)



6. Name, address, telephone and facsimile numbers, and email address of person to
whom communications regarding this application should be directed:

Julia S. Badaliance, Paralegal-

Akerman Senterfitt

750 9th Street, NW, Ste. 750, Washington, DC 20001
202-824-1762

866-268-2495 FAX

julia.badaliance@akerman.com

Certification

I certify and swear under penaity of law that I have read and know the contents of this
application, including the Franchise Disclosure Document with an issuance date of

3 j,Q‘f , 2013 attached as an exhibit, and that all material facts
stated 'in all those documents are accurate and those documents do not contain any
material omissions. I further certify that I am duly authorized to make this certification on
behalf of the Franchisor and that I do so upon my personal knowledge.

Signed at Reston, Virginia on M SIS , 2013

ABRAKADOQODLE, INC.
dba Abrakadoodle

By: O:W€ M—»«W

osemarie E. Hartnett

President
STATE OF VIRGINIA )
COUNTY OF FAIRFAX % >
Personally appeared before me this LA day of P 7228 , 2013,

the above-named Rosemarie E. Hartnett to me known to be the person who executed the
foregoing application (as President of the above-named applicant) and, being first duly sworn,
stated upon oath that said application, and all exhibits submitted herewith, are true and correct.

votaey pestio: (a0 AN I Il

m%# My Commission Expires: __/<3/-/ C




Julia S. Badaliance
Paralegal

Akerman Senterfitt LLP

The Victor Building

750 9th Street, N.W., Suite 750
Washington, DC 20001

Tel; 202.393.6222

Fax: 202.393.5959

Akerman

Dir. 202.824.1762
Dir Fax: 866.268.2435
julia.badaliance@akerman.com

April 1,2013
BY FEDERAL EXPRESS

Mr. Daniel Sexton

Commerce Analyst Supervisor
Department of Commerce

85 7th Place East, Suite 500
St. Paul, MN 55101-2198

Re: ABRAKADOODLE, INC. dba Abrakadoodle
Dear Mr. Sexton:

Enciosed is an application for renewal of franchise registration filed on behalf of Abrakadoodle,
Inc. for the offer of its ABRAKADOODLE franchises in the state of Minnesota.

The application consists of a check for the renewal filing fee made payable to “Minnesota State
Treasurer”, and the following items:

1. - Uniform Franchise Registration Application.

2. Franchisor’s Costs and Sources of Funds.

3. Uniform Franchise Consent to Service of Process.

4, Franchise Seller Disclosure Forms.

5. Consent of Accountants to the use of the latest audit report in the Franchise

Disclosure Document.

6. A copy of the Franchise Disclosure Document, marked to show the changes.

akerman.com

BOCA RATON DALLAS DENVER FORT LAUDERDALE JACKSONVILLE LASVEGAS LOSANGELES MADISON MIAMI NAPLES
NEW YORK ORLANDO PALM BEACH SALT LAKE CITY TALLAHASSEE TAMPA TYSONS CORNER WASHINGTON, D.C.
WEST PALM BEACH :



Mr. Daniel Sexton
April 1, 2013
Page 2

I look forward to receiving notification of an effective renewal.

Thank you.

Sincerely,

1a S. Badaliance
aralega]

Enclosures
ABR-REG-01




Form B
FRANCHISOR’S COSTS AND SOURCE OF FUNDS

1. Disclose the Franchisor’s total costs for performing its pre-opening obligations to
provide goods or services in connection with establishing each franchised business,
including real estate, improvements, equipment, inventory, training and other items
stated in the offering: :

Category Costs

Real Estate $0.00

Improvements ‘ $0.00

Equipment ' $0.00

Inventory $0.00

Training $2,500.00

Other (describe)

Opening Assistance $1,000.00

Operations Manual $60.00

Miscellaneous $2,000.00
Totals $5,560.00

2. State separately the sources of all required funds:

These expenses are covered by general operating revenues, which include income from
royalties and franchise fees.



Form C

UNIFORM FRANCHISE CONSENT TO SERVICE OF PROCESS

ABRAKADOODLE, INC., a Corporation organized under the laws of Virginia (the
“Franchisor”), irrevocably appoints the officers of the States designated below and their
successors in those offices, its attorney in those States for service of notice, process or
" pleading in an action or proceeding against it arising out of or in connection with the sale of
franchises, or a violation of the franchise laws of that State, and consents that an action or
proceeding against it may be commenced in a court of competent jurisdiction and proper
venue within that State by service of process upon this officer with the same effect as if the
undersigned was organized or created under the laws of that State and had lawfully been
served with process in that State. We have checked below each state in which this
application is or will be shortly on file, and provided a duplicate original bearing an

original signature to each state.

X California: Commissioner
of Corporations
Hawaii: Commissioner of
Securities

X_ INlinois: Attorney General

Indiana: Secretary of State

Maryland: Securities

X
Commissioner
X Minnesota: Commissioner
of Commerce
_X  New York: Secretary of

State

North Dakota: Securities
Commissioner

Rhode Island: Director, Department
of Business Regulation

South Dakota: Director of the
Division of Securities

Virginia: Clerk, Virginia State
Corporation Cominission
Washington: Director of Financial
Institutions ‘
Wisconsin: Administrator, Division of
Securities, Department of Financial
Institutions ‘

Please mail or send a copy of any notice, process or pleading served under this consent to:

ABRAKADOODLE, INC.

46030 Manekin Plaza, Suite 110
Sterling, VA 20166

Dated: WJ &A

, 2013

Franchisor:
ABRAKADOODLE, INC.

B

y: @W F-MM

Name: Rosemarie E. Hartnett

Title: President



ACKNOWLEDGMENT

STATE OF VIRGINIA )
: ' ) ss.
COUNTY OF FAIRFAX )

On this o@@d day of—}W , 2013 before me J)/)‘m& /{ #p//ano/ s
the undersigned notary, personally appeared Rosemarie E. Hartnett, known personally to me to
be the President of the above-named company, and that she, as such officer, being authorized so
to do, executed the foregoing instrument for the purposed therein contained, by signing the name
of the company by herself as such officer.

IN WITNESS WHEREOF I have hereunto set my hand and official seal>

Notary Public:

SHERO T ARIA] OROME,
i R DIANE K.
i 109

™ 5 vinaaA

- - SUpEEi

My Commission Expires: -3/ “/,//:




1 High Street

BELL & FRECH, LLC  ‘mssre

Certified Public Accountants Fax { 301} 260-8093
Board of Directors
Abrakadoodle, Inc.
Reston, Virginia
CONSENT OF ACCOUNTANTS

Bell & Frech, LLC consents to the use in the Franchise Disclosure Document issued
by Abrakadoodle, Inc. (the “Franchisor”) on March 27, 2013, as it may be amended, of our
report dated March 25, 2013, relating to the financial statements of Franchisor for the
period ending December 31, 2012,

£ f} C)u,:/ﬁ LLC

Brookeville, Maryland
March 25, 2013

Members of The American Institute of Certified Public Accoumants
and The Maryland Association of Certified Public Accountants



FRANCHISE DISCLOSURE DOCUMENT

Abrakadocdie, Inc.
A Virginia corporation
205846030 Manekin Plaza, Suite 110
Sterling, Virginia 20166

- Reston VA-20181
703-860-6570
rosemarie@abrakadoodle.com
www.abrakadoodleinc.com

- www.abrakadoodle.com

As an ABRAKADOODLE® franchisee, you will operate a business which provides arts
education programs for ZQ-month-o}d to-12-year-old children.

The total investment necessary to begin operation of an ABRAKADOODLE franchised

business ranges from -$35,842$37,842 to 74, 80,492, This includes from $32,492
34,492 to $58,88265,992 that must be paid to franchisor.

This disclosure document summarizes certain provisions of your franchise agreement and
other information in plain English. Read this disclosure document and all accompanying
agreements carefully. You must receive this disclosure document at least 14 calendar
- days before you sign a binding agreement with, or make any payment to, franchisor or an
affiliate. in connection with the proposed franchise sale. Note, however, that no
government agency has verified the information contained in this document.

You may wish to receive your disclosure document in another format that is more
convenient to you. To discuss the availability of disclosures in different formats, contact
Rosemarie Hartnett, 4800-Rober-Fulton-Drive46030 Manekin Plaza, Suite 205, Reston
110, Sterling, Virginia 26484201686, (703) 860-6570, rosemarie@abrakadoodle.com.

The terms of your contract will govern your franchise relationship. Don'’t rely on the
disclosure document alone to understand your contract. Read all of your contract carefully. -
Show your contract and this disclosure document to an.advisor, like a lawyer or an
accountant.

Buying a franchise is a complex investment. The information in this disclosure document
can help you make up your mind. More information on franchising, such as “A Consumer’s
Guide to Buying a Franchise,” which can help you understand how to use this disclosure
document, is available from the Federal Trade Commission. You can contact the FTC at 1-
877-FTC-HELP or by writing to the FTC at 600 Pennsylvania Avenue, NW, Washington,
DC 20580. You can also visit the FTC's home page at www.ftc.gov for additional
information. Call your state agency or visit your public library for other sources of
information on franchising.

There may be laws on franchising in your state. Ask your' state agencies about them.

Issuance Date: - Mareh22-2012 March 27, 2013
ABRAKADOODLE-03420313 -



STATE COVER PAGE

Your state may have a franchise law that requires a franchisor to register or file with a
state franchise administrator before offering or seliing in your state. REGISTRATION OF A
- FRANCHISE BY A STATE DOES NOT MEAN THAT THE STATE RECOMMENDS THE
FRANCHISE OR HAS VERIFIED THE INFORMATION IN THIS DISCLOSURE
DOCUMENT. ‘

Call the state franchise administrator listed in Exhibit A for information about the franchisor,
or about franchising in your state.

MANY FRANCHISE AGREEMENTS DO NOT ALLOW YOU TO RENEW
UNCONDITIONALLY AFTER THE INITIAL TERM EXPIRES. YOU MAY HAVE TO SIGN
A NEW AGREEMENT WITH DIFFERENT TERMS AND CONDITIONS IN ORDER TO
CONTINUE TO OPERATE YOUR BUSINESS. BEFORE YOU BUY, CONSIDER WHAT
RIGHTS YOU HAVE TO RENEW YOUR FRANCHISE, IF ANY, AND WHAT TERMS
YOU MIGHT HAVE TO ACCEPT IN ORDER TO RENEW.

Please consider the following RISK FACTORS before you buy this franchise:

1. THE FRANCHISE AGREEMENT REQUIRES YOU TO RESOLVE DISPUTES
WITH US BY ARBITRATION OR LITIGATION IN VIRGINIA. OUT-OF-STATE
ARBITRATION OR LITIGATION MAY FORCE YOU TO ACCEPT A LESS
FAVORABLE SETTLEMENT FOR DISPUTES. IT MAY ALSO COST YOU MORE
TO ARBITRATE OR LITIGATE WITH US IN VIRGINIA THAN IN YOUR OWN
STATE. ' ‘

2. THE FRANCHISE AGREEMENT STATES THAT VIRGINIA LAW GOVERNS
THE AGREEMENT AND THIS LAW MAY NOT PROVIDE THE SAME
PROTECTIONS AND BENEFITS AS LOCAL LAW. YOU MAY WANT TO
COMPARE THESE LAWS,

3. AFTER YOUR 15T 12 MONTHS OF OPERATION, YOU MUST MEET A
MINIMUM ANNUAL GROSS SALES QUOTA DURING EACH CALENDAR
YEAR IN ORDER TO RETAIN THE FRANCHISE (SEE ITEM 12).

4. THERE MAY BE OTHER RISKS CONCERNING THIS FRANCHISE.

We use the services of one or more FRANCHISE BROKERS or referral sources to assist
us in selling our franchise. A franchise broker or referral source represents us, not you. We
pay this person a fee for selling our franchise or referring you to us. You should make sure
to do your own investigation of the franchise.

Effective Dates: See next page for effective dates in various jurisdictions.

ABRAKADOODLE-83420313



STATE EFFECTIVE DATES

This disclosure document is effective as of the issuance date for use in Alabama, Alaska,
Arizona, Arkansas, Colorado, Connecticut, Delaware, Florida, Georgia, Idaho, lowa,
Kansas, Louisiana, Maine, Massachusetts, Michigan, Mississippi, Missouri, Montana,
Nebraska, Nevada, New Hampshire, New Jersey, New Mexico, North Carolina, Ohio,
Oklahoma, Oregon, Pennsylvania, South Carolina, Tennessee, Texas, Utah, Vermont,
West Virginia, Wisconsin (offers only), Wyoming, Washington, D.C., American Samoa,
- Federated States of Micronesia, Guam, Marshall Islands, North Mariana !Islands
(including Saipan), Palau, Puertc Rico and Virgin Islands.

This disclosure document is effective and may be used in the following states, where
the disclosure document is filed, registered or exempt from registration:

State Effective Date

California April6 2042
lllinois March 26,2012
Maryland Apri10-2042f
Minnesota March2/42042]

New York - May4,-2012
North-Dakota

Virginia ~ AprbdA2042(
Washington March-30-2042[

This disclosure document is not effective and may not be used in the following states,
where it is not currently filed, registered or exempt from registration: Hawaii, Indiana,
Kentucky, North Dakota, Rhode Island, South Dakota and Wisconsin (for sales).

ABRAKADOODLE-93420313



CALIFORNIA NOTICE

THE CALIFORNIA FRANCHISE INVESTMENT LAW REQUIRES THAT A COPY OF ALL
PROPOSED AGREEMENTS RELATING TO THE SALE OF THE FRANCHISE BE
DELIVERED TOGETHER WITH THE DISCLOSURE DOCUMENT.

SEE "CALIFORNIA ADDENDUM TO DISCLOSURE DOCUMENT" FOR
MODIFICATIONS TO THIS DISCLOSURE DOCUMENT

ABRAKADOODLE-03420313



MICHIGAN NOTICE

The state of Michigan prohibits certain unfair provisions that are sometimes in franchise
documents. If any of the following provisions are in these franchise documents, the
provisions are void and cannot be enforced against you:

(@)
(b)

(c}

()

"

(h)

(i)

A prohibition on the right of a franchisee to join an association of franchisees.

A requirement that a franchisee assents to a release, assignment, novation, waiver, or estoppel
which deprives a franchisee of rights and protections provided in the Michigan Franchise
Investment Law. This shall not preclude a franchisee, after entering into a franchise agreement,

~ from settling any and all claims.

A provision that permits a franchisor to terminate a franchise prior to the expiration of its term except
for good cause. Good cause shall include the failure of the franchisee to comply with any lawful
provision of the franchise agreement and to cure such failure after being given written nofice thereof
and a reasonable opportunity, which in no event need be more than 30 days, to cure such failure.

A provision that permits a franchisor to refuse to renew a franchise without fairly compensating the
franchisee by repurchase or cther means for the fair market value at the time of expiration of the
franchisee's inventory, supplies, equipment, fixtures, and furnishings. Personalized materials which
have no value to the franchisor and inventory, supplies, equipment, fixtures, and furnishings not
reasonably required in the conduct of the franchise business are not subject to compensation. This
subsection applies only if: (i) The term of the franchise is less than 5 years and (i) the franchisee is
prohibited by the franchise or other agreement from continuing to conduct substantially the same
business under another frademark, service mark, trade name, logotype, advertising, or other
commercial symbol in the same area subsequent to the expiration of the franchise or the franchisee
does not receive at least 6 months advance notice of franchisor's intent not to renew the franchise.
A provision that permits the franchisor to refuse to renew a franchise on terms generally available to
other franchisees of the same class or type under similar circumstances. This section does not
require a renewal provision.

A provision requiring that arbitration or litigation be conducted outside this state. This shall not
preclude the franchisee from entering into an agreement, at the time of arbitration, to conduct
arbitration at a location outside this state. )

A provision which permits a franchisor to refuse to permit a transfer of ownership of a franchise,
except for good cause. This subdivision does not prevent a franchisor from exercising a right of first
refusal to purchase the franchise. Good cause shall include, but is not limited to:

(i The. failure of the proposed transferee to.meet the franchisor's then current reasonable
* qualifications or standards.
(i) The fact that the proposed transferee is a competitor of the franchisor or subfranchisor.
i) The unwillingness of the proposed transferee to agree in writing to comply with all lawful
obligations. '

(iv) The failure of the franchisee or proposed transferee to pay any sums owing to the
franchisor or to cure any default in the franchise agreement existing at the time of the
proposed transfer. .

A provision that requires the franchisee to sell to the franchisor items that are not uniquely identified

with the franchisor. This subdivision does not prohibit a provision that grants to a franchisor a right

of first refusal to purchase the assets of a franchise on the same terms and conditions as a bona

fide third.party wiling and able to purchase those assets, nor does this subdivision prohibit a

provision that grants the franchisor the right to acquire the assets of a franchise for the market or

appraised value of such assets if the franchisee has breached the lawful provisions of the franchise

agreement and has failed to cure the breach in the manner provided in subdivision (c).

A provision which permits the franchisor to directly or’indirectly convey, assign, or otherwise transfer

its obligations to fulfill contractual obligations to the franchisee unless provision has been made for

providing the required contractual services.

The fact that there is a notice of this offer on file with the attorney general does not constitute
approval, recommendation, or endorsement by the attorney general.

Any questions regarding this notice should be directed to the Michigan Department of Attorney General,
Consumer Protection Division, 670 Law Building, Lansing, Ml 48913, telephone: 517-373-7117.

ABRAKADOODLE-03420313
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Item 1
THE FRANCHISOR, AND ANY PARENT, PREDECESSORS AND AFFILIATES

The franchisor is Abrakadoodle, Inc. For ease of reference in this disclosure
document, Abrakadoodle, Inc. is referred to as “we” or “us,” and the person who is
considering the franchise is referred to as “you.” If you are a corporation, limited liability
company, partnership or other legal entity ("legal entity"), certain provisions of the
franchise agreement and related agreements will apply to your shareholders, members,
partners, officers, managers and directors ("principals"”).

We are a Virginia corporation formed on October 17, 2003. We do business
under our corporate name and as ABRAKADOODLE. We do not do business or intend
to do business under any other name. Our principal business address is 4806-Rebert
Fulton—Drive—46030 Manekin Plaza, Suite 205 Reston110, Sterling, Virginia
20494.20166, Our co-founders operated a business of the type being franchised from
August 2002 until we began offering franchises. We currently operate 2 franchise model
sites in Virginia. We have not engaged in any other line of business, have not offered
franchises in any other line of business, and began offering franchises in February
2004. Our agents for service of process are disclosed in Exhibit A.

We offer franchises for businesses that provide arts education programs for 20-
month-old to 12-year-old children under the trademark and trade name
- ABRAKADOODLE®. If you purchase a franchise, you will be the owner of the
franchised business, with staff to assist in the teaching and operations of the business.
Additional staff may be employed as your business grows.

You will present ABRAKADOODLE programs at facilities — public and private
schools, community centers and other host sites — operated by others. You must
introduce your programs to the operators of those facilities before presenting programs
to children at the facilities. You are not required to operate your own educational facility,
although in some instances, you may choose to do so. We have contacted, and intend
to continue to contact, national and regional operators of appropriate types of facilities
to encourage them to permit programs to be presented at their facilities.

You may also institute programs at host sites to instruct adults about arts
education, and you may provide designated curricuium materials to those adults.

You must operate the franchised business according to our standards and
specifications, and sign our standard franchise agreement (“franchise agreement”) and
related agreements (Exhibit B). You will compete with other local, regional and national
companies, franchised or independent, offering other arts education programs for
children. The market for arts education programs for children is developed in some
major metropolitan areas but is undeveloped in other areas. Before signing a franchise
agreement, you will be expected to survey your market to determine the number of
competitors, the number of facilities and children they are likely servicing, and the
perceived quality of their programs and materials.

We are not aware of any laws or regulations specific to the operation of arts
education programs for children. You must comply with all local, state and federal laws
: )

ABRAKADOODLE-@3420113



and regulations applicable to the operation of any business. Some localities may require
a reseller's number or license in order for you to purchase and resell products. If you
accept credit and debit card payments, you must comply with provisions of the Fair
Credit Reporting Act requiring all merchants to truncate credit card and debit card
numbers on electronically printed receipts for consumer purchases. We urge you to
inquire about these and other laws and regulations.

We do not have any parent, predecessors or affiliates.

item 2

BUSINESS EXPERIENCE
Chairman of the Board, CEO and Director: Mary C. Rogers, B.S., M.Ed.

Mary Rogers has been our Chairman of the Board, CEQC and Director since
November 2003. From November 2003 to January 2008, she was also our President.
From August 2002 tc November 2003, she was a co-founder of the ABRAKADOODLE
program in MclLean, Virginia, and from May 1998 to the present, Mary has been
President and CEO of Rogers and Associates in McLean, Virginia. She has been on the
board of the International Institute for Franchise Education at Northern Virginia
Community College since 2004, and she was on the Board of Trustees of the
International Franchise Association’s Educational Foundation from 1999 to 2004.

President and Director: Rosemarie E. Hartnett, B.A. .

Rosemarie Hartnett has been our President since January 2008 and our Director
since November 2003. From December 2006 to January 2008, she was our Chief
Operating Officer and was our Vice President of Development from October 2003 to
December 2006. She was a co-founder of the ABRAKADOODLE program in Mclean,
Virginia with Mary Rogers, and from May 2003 to September 2003, Rosemarie was
involved in development for that program. She currently serves on the International
Franchise Association’s Women’'s Franchise Committee and the IFA "Educational
Foundation Board of Governors for the Institute of Certified Franchise Executives.

ltem 3
LITIGATION
No litigation is required to b.e disclosed in this Item.
ltem4
- BANKRUPTCY

No bankruptcy information is required to be disclosed in this item.

ABRAKADOODLE-63420313



Item 5
INITIAL FEES

Initial Franchise Fée

We offer 2 types of standard territories, a standard urban territory and a standard
suburban territory. You must pay us, on signing the franchise agreement, a $36,900
38,900 initial franchise fee for a standard urban territory (50,000 to 60,000 qualifying
households) or $23;46025,400 for a standard suburban territory (up to 20,000 qualifying
households).- Except as described below, this fee is uniform, is fully earned when the
franchise agreement is signed, and is non-refundable, except that we may, at any time
before you successfully complete Business Development Training, cancel the franchise
agreement and refund the initial franchise fee, less expenses incurred, if we decide that
you should not operate an ABRAKADOODLE business. We estimate our expenses will
be in the $4,500 to $19,000 range.

‘ - A standard urban territory is defined as an urban area with 50,000 to 60,000

qualifying households. We may charge an additional initial franchise fee for a territory
that is larger than a standard urban territory. The additional initial franchise fee for a
territory that is larger than a standard urban territory is calculated at a rate of $0-350.45
per qualifying household above 60,000 qualifying households-and-will—fer. Eor example,
total- $49.900-forif you purchase a standard urban territory with an additional 40,000
qualifying households-, the additional initial franchise fee would be $18,000, for a
total jnitial franchise fee of $56,900.

‘ A standard suburban territory is defined as a small city or rural area with up to
20,000 qualifying households. We may charge an additional initial franchise fee for a
territory that is larger than a standard suburban territory. The additional initial franchise
fee for a territory that is larger than a standard suburban territory is calculated at a rate
of $0.45 per qualifying household above 20,000 qualifying households (but below our
standard minimum urban territory of 50,000 qualifying households)-and—wilk—for. For
example, total-$26.900-forif you purchase a standard suburban territory with an
additional 10,000 qualifying households-, the additional initial franchise fee would be
$4,500, for a total initial franchise fee of $29,900,

We may reduce the initial franchise fee by or $3,000 (for an urban territory) or by
$1,000 (for a suburban territory) if you are converting a similar business to an
ABRAKADOODLE business or you have been employed for at least 1 year by an
ABRAKADOODLE business. We offer a 10% reduction in the franchise fee to qualifying
veterans.

In 204452012, we sold no franchises for less than our then-current initial franchise
fee. A

Initial Méte'riats Fee .

On signing the franchise agreement, you must also pay us a $5,000 materials
fee. The materials fee is uniform and non-refundable once we ship the materials to you.
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Prepaid Continuing Franchise Fees, Class Management Program Fees and
Technology Fees

On signing the franchise agreement, you must also pay us $3,492 as prepaid
minimum continuing franchise fees ($500 per month), class management program fees
(currently $54 per month) and technology fees (currently $28 per month) for your 1% 6
months of operation (deemed to begin 30 days after you complete initial training). These
fees are uniform and non-refundable. After your 1*' 6 months of operation, you will pay
continuing franchise fees, class management program fees and technology fees
monthly (see Item 6).

Advertising Fee

On signing the franchise agreement, you must also pay us a 1-time $600
advertising fee. The fee is uniform and non-refundable.

Quick Start and Business Development Training

At no extra charge to you, we will provide Quick Start Training, Business
Development Training and training materials for up to 2 trainees. If you choose to send
additional peopie to Business Development Training, you must pay us a $3,500 training
fee for each additional person. Training fees are uniform and non-refundable. You must
pay for all your trainees’ travel, meals and lodging.

ltem 6
OTHER FEES
Fee (1) Amount Due Date - Remarks
Continuing - 8% of Gross Sales (2) | Payable The continuing franchise fee is subject
franchise fee monthly by to a $500 monthly minimum. You must
10™ day of prepay the 1% 6 months’ minimum fees.
each month. | You must sign the Authorization For
Automatic Payments (Attachment 6)
when you sign the agreement. After the
1 6 months, we will draft these fees
each month.
Advertising and 1% of Gross.Sales Same as We may draft these contributions each
promotional continuing month. We administer a system-wide
contribution franchise fee [ advertising and promotional fund.
Remedial or follow- | Currently $3,500 per Before day 1 | You or your manager(s) must attend
up training {3) person per day (4) of training this training if we decide it is necessary
Business Currently $3,500 (4) Before day 1 | No fee if training is required less
Development of training frequently than every 2 years
Training of .
replacement
manager (3)
4
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Fee (1) Amount Due Date Remarks
Technology Fee Currently $28 per Same as We collect this fee on behalf of the
{4) month continuing network hosting company for its service

franchise fee

and ongoeing support of the
ABRAKADOODLE Intranet. You must
prepay the 1°' 6 months’ fees;
thereafter, we may draft these fees
each month. )

Class
Management
Program Fee {4)

Currently $54 per
month

Same as
continuing
franchise fee

We collect this fee on behalf of the
supplier of the required web-based or
other class management program. You
must prepay the 1% 6 months’ fees;
thereafter, we may draft these fees
each month.

Field assistance

Currently $500 per day
(4), plus expenses

Before 1% day
of scheduled
assistance

This fee is for field assistance you need
or request

Annual conference

(3)

Proportionate share of
our out-of-pocket costs

Before 1% day
of the

You must also pay for travel, meals and
lodging

, -conference :
Advanced Varies under '| Before training | Available to existing franchisees who
ABRAKADOODLE | circumstances wish to offer additional programs
Training (5) :

Equipment, supply
or supplier testing
or inspection

Out-of-pocket
expenses, plus the
then-current per diem
charges for our
perscnnel

30 days after
billing

This fee covers the cost of testing or
inspecting, granting or approving, hew
equipment, supplies or suppliers you
propose

Transfer

An amount equal to
8% of the total sales
M’M ! twill
materials and all

ments of
sale. This fee is
—-———! ject { =,
transfer fee that is
equal to 30% of then-
current initial franchise
fee for comparable
territory, plus our initial
materials fee, and our
out-of-pocket travel,
lodging and meal
expenses

Before
transfer

Payable when franchise agreement or
controlling interest in franchise is
transferred; no charge if franchise
agreement is transferred to legal entity
you control.

Transfer involving
a broker

Actual broker’s fee

Before
transfer

If a broker is involved in referring a
buyer, you must pay the broker's fee.

Renewal

5% of then-current
initial franchise fee for a
comparable territory

On signing of
renewal
franchise
agreement

ABRAKADOODLE-63420313
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Fee (1) Amount Due Date Remarks
Audit Cost of inspection or 30 days after | Payable only if we find, after an audit,
audit billing that you have understated any amount
owed to us by 3% or more for any 3-
month period, or if the examination or
audit is made necessary by your failure
to furnish required information or
documents to us in a timely manner
Late fees and $25, plus lesser of When billed Payable on all overdue amounts. We
interest 1.5% per month or may change the late fee up to 1 time
highest rate of interest each year by giving you 30 days' prior
allowed by law written notice
Reimbursements | Will vary under When billed Reimbursements and penalty fees on
and penalty fees circumstances returned checks, declined charges and
similar financial defaults
Penalty fees on unpaid invoices; the
use, offer for sale or sale of unapproved
products or services; and the non-use
by you, your teachers, your managers
or your students, of required branded
apparel in class
Inspection Our actual costs, When billed Payable if we must make more than 2
including travel inspections due to your repeated or
expenses, room, board continuing failure to comply with the
and compensation of franchise agreement
our representative or
| designee
Deficiencies Our actual costs When billed If you do not satisfy your obligations
under the franchise agreement, we may
perform your obligations for you. You
must reimburse us for our costs in
performing your obligations
Costs and Will vary under As incurred Payable if your noncompliance with the
attorneys’ fees circumstances franchise agreement causes us to incur
legal expenses
Indemnification Will vary under As incurred You must reimburse us if we are held
circumstances liable for claims involving the operatlon
of your franchised business '
Note 1: All fees are imposed by and payable to us. All fees are non-refundable. In

addition to fees, you may be required to purchase certain items from us.

Note 2: Higher monthly minimums may be established if you elect to market additional
programs. As of the date of this disclosure document, we have not established any higher
monthly minimums. “Gross Sales” include all collected receipts of your business, including all
class fees (whether for students or for teachers), registration fees, late charges, other amounts
received or charged, the value of all services or products received for services provided or
products sold, whether for cash or barter, or on a charge, credit or time basis, exciuding excise,
sales and use taxes, gross receipts taxes or similar taxes you pay based on sale, if those taxes
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are separately stated when the client is charged, and also excluding bona fide refunds,
allowances or discounts to clients.

Note 3: For all training, you must pay for your travel, lodging and meal expenses and for
your trainees’ and attendees’ salaries and benefits and their travel, lodging and meal expenses.
If you request our trainers or if they must travel to give you training, you must pay us the then-
current per diem charges for those trainers and must reimburse us for their actual and
reasonable travel, lodging and meal expenses.

Note 4: Currently, you prepay the 1% 6 months of these fees. We currently collect from
you the fee that the network hosting company charges us. After your 1% 6 months of operation,
the fee may change if the supplier changes its fees. We also currently collect from you the
monthly fee that the supplier of the class management program charges us, but we pay the
initial cost for training and implementation of the class management program. After your 1*'6
months of operation, this fee may change if the supplier changes its fees.

Note 5: These fees are subject to change, but not so as to unreasonably increase your
obligations. For example, we may develop new training courses that may require fees different
from those currently charged.

item 7

ESTIMATED INITIAL INVESTMENT

YOUR ESTIMATED INITIAL INVESTMENT

\
. Method of To Whom
Type of Expenditure (1) Amount (2) P When Due Payment Is
. ayment )
. . To Be Made
Initial franchise fee (3) $23,40025,400 - | Lump sum by On signing Us
$50,80056,900 | certified or franchise
. cashierscashier's | agreement
: check
Prepaid 6 months of minimum $3,492 Lump sum by On signing Us
continuing franchise fee, certified or franchise
class management program cashierscashier's | agreement
fees and technology fees (4) check or credit
card
Initial materials fee (5) $5,000 Lump sum by On signing Us
certified or franchise
cashierscashier's | agreement
check or credit
card
Advertising fee $600 Lump sum by On signing Us
certified or franchise
cashierscashier's | agreement
check or credit
card
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. Method of To Whom
Type of Expenditure (1) Amount (2) P When Due Payment Is
ayment
7 To Be Made

Additional materials and office | $1,000 - $3,850 | As agreed As incurred Us and
supplies {stationery, business outside
cards, brochures, marketing suppliers
materials, on-line service,
telephone service with voice
mail, paper, etc.) (for 1°' 6
months)
1 laptop computer (per our $0 - $1,000 As agreed Asincurred | OQutside
current specifications for suppliers
initial laptop computer)
1 Digital camera $0 - $200 As agreed As incurred Outside

' suppliers
1 Color printer $0 - $100 As agreed As incurred Outside

suppliers

Travel, lodging and meals for | $1,000 - $2,000 | As agreed As incurred Outside
Business Development suppliers
Training (per person) :
Business Development $0 - $3,500 As agreed Before training |Us
Training Fees (per person)
(6) '

"l Business licenses, permits, $50 - $100 As agreed As incurred Outside
efc. ' suppliers
(for 1* 6 months)

Insurance (7) $300-$750 | As agreed As incurred QOutside
for 1*' 6 months) suppliers
Additional funds (8) $1,000 - $3,000 | As agreed As incurred Outside
for 1 6 months) suppliers
ESTIMATED INITIAL $35,84237,842-

INVESTMENT ASSUMING $74,48280,492

NO COMMERCIAL OFFICE

(9)

Note 1: Neither we nor any affiliate offers direct or indirect financing to you for any
expenditure. Except for deposits, all fees are generally non-refundable.

Note 2: These figures are estimates. We recommend that you obtain independent

estimates from 3™ party vendors for the costs which would apply to your establishment and
operation of a franchised business, or discuss the costs of opening and operating a franchised
business with our current and past franchisees. We make no representation that your costs will
come within the ranges estimated and cannot guarantee that you will not incur additional
expenses starting the franchised businéss. Your actual costs will depend on: region; the time of
year; the number of clients being serviced; sales promotions; how much you follow our methods
and procedures; your management skill, experience and acumen; iocal economic conditions;
the local market for our services and products; the prevailing wage rate; competition; and the
sales level that you reach during the initial period of your franchised business. The estimate
does not include any allowance for an owner's draw. The estimated initial investment and other
estimates in this disclosure document do not take into account your personal living expenses,

8

ABRAKADOODLE-63420313



any debt service needs, ongoing working capital requirements, accounts receivable financing or
other costs.

Note 3: The high amount shown is for a standard urban territory with 40,000 additional
qualifying households above our standard territory of 60,000 qualifying households (calculated
at $6-350.45 per qualifying household above 60,000). The low amount is for a standard
suburban territory, which is defined as a small city, suburban or rural area with up to 20,000
qualifying households. At our option, the initial franchise fee may be $3,000 iower for a standard
urban territory and $1,000 lower for a standard suburban territory if you already operate a
similar business or have been employed for a period of at least 1 year by an ABRAKADOODLE
business. The initial franchise fee may be 10% lower if you are a qualified veteran. For the initial
franchise fee, you receive Quick Start Training and Business Development Training, as well as
complete sets of current curriculum, marketing and promotional materials (all on our Intranet)
sample products and the loan of all operational manuals.

Note 4: This amount represents prepayment of the minimum continuing franchise fees,
class management program fees and technology fees for your 1* 6 months of operation. After
your 1% 6 months of operation (deemed to start 30 days after you complete initial training), you
will pay continuing franchise fees class management program fees and technology fees
monthly.

Note 5: You will receive 2 4 sets of teacher art class materials, along with additional
art supplies and an initial supply of marketmg materials and-3-meonths—of-service—from-the

ABRAKADBOOBLE-marketing program.

Note 6: The fee for training you and up to 1 other person is included in the initial
franchise fee (see Note 3). You may choose to send more than 2 trainees to Business
Development training, if you pay us a training fee of $3,500 per additional trainee.

Note 7: You must acquire and maintain insurance according to our specifications.
Currently, you must maintain comprehensive general liability insurance with a limit of at least $1
million. An estimated annual premium for that insurance is $350 to $750. In addition, you must
~ maintain automobile liability insurance with a $500,000 combined single limit or a
$250,000/$500,000 split limit, and worker's compensation or similar insurance as required by
law on all employees. Most franchisees already carry automobile liability insurance equaling or
exceeding the type required, or can upgrade their insurance to the type required for an
estimated annual cost of $100 to $400. An estimated annual premium for worker's
compensation insurance is $200 to $400, based on estimated premium rates of $.50 to $1.00
per $100 of salary paid.

Note 8: You may need these additional funds to operate the franchised business during
its 6-month initial period to cover operating expenses that are in excess of typical start-up
revenues. These expenses may include marketing, promotional, travel, office supply, printing
and telephone expenses, advertising and promotional contributions and annual conference. We
estimate that you can expect to put additional cash into the business during the initial period, but
we cannot estimate or promise when, or whether, you will achieve positive cash flow or profits.
We have not provided for capital or other reserve funds necessary for you to reach "break-
even", "positive cash flow" or any other financial position. )

Note 90 We have relied on our officers' over 20 years of experience in the children’s
education business to compile these estimates. These figures are only estimates. You should
review these figures carefully with a business advisor before making any decision to purchase
the franchise. '

ABRAKADOODLE-63420313



You are not required to lease or purchase a commercial office or an art studio location
for the conduct of your business. However, if you choose to maintain a commercial office and/or
art studio, we must approve your proposed lease or purchase agreement and the appearance of
the proposed office and/or art studio. All furniture, fixtures, decorations and general appearance
of the space must comply with the requirements set forth in our Operations Manual. Many
variables, including regicn, neighborhooed, condition and size, will affect the cost of a commercial
office and/or art studio, and we cannot estimate these costs.

Item 8

RESTRICTIONS ON SOURCES OF
PRODUCTS AND SERVICES

You are not required to lease or purchase products or services from us, our
affiliate or an approved supplier, except as follows:

You must purchase, through us or through our exclusive supplier, certain
supplies for classroom use containing our trademarks, such as our FRAMEDOODLE
picture frames. You may, but are not required to, purchase from us various marketing
materials containing our trademarks, such as pocket folders. We and our exclusive
supplier are the only approved supplier of these items.

To ensure consistency, you must purchase certain Crayola® products for
classroom use. We have negotiated an agreement for you to purchase products at a
discount rate from a Crayola distributor. We receive no revenues from your purchases of
Crayola products. - ' ' ‘

You must purchase or lease certain equipment, materials, supplies and services
meeting our specificaticns. Also, you must purchase or lease initial equipment,
materials, supplies and services in amounts that we recommend, to use our experience
in the business and to provide proper initial planning, training and record keeping. The
initial equipment, materials and supplies include items such as a laptop computer, digital
camera, color printer, voice mail, stationery and business cards. There is no approved
supplier in which any of our officers owns an interest.

Specifications that we have formulated for equipment, materials, supplies and
services are in our Operations Manual. We may modify these specifications on
reasonable written notice to you. We will consider your written request for a modification
of a specification, if you explain the reason for the requested modification (or for the
approval of any equipment, material or supply we have not previously approved) and
provide us with sufficient technical data to enable us to evaluate your request. We will
provide you with notification of approval or disapproval within 60 days after receipt of
your request. We will approve a request if we determine that a modified specification is
appropriate or that any equipment, material or supply meets our specifications then in
effect. We may perform tests to determine if any equipment or supply meets our
specifications. We will charge you a fee to cover our out-of-pocket expenses, plus our
then-current per diem charges for our personnel, for any required testing.

To ensure adequate insurance coverage, your insurance policies must meet the
specifications in Section 17 of the franchise agreement.
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If you choose to maintain a commercial office and/or an art studio for your
franchised business, we must approve the purchase or lease agreement for, and the
appearance of, the office. All signs, logos, emblems or pictorial materials used for the
office must conform to our specifications. Also, at least 1 exterior sign of specified
design and size, if permitted by local sign ordinances, must be used for the office.

We currently maintain a list of approved suppliers and criteria for approving
suppliers in our Operations Manual. We may modify this list on reasonable written notice
to you. You must purchase all products with our trademarks from these suppliers, who
generally will be able to provide you with competitive pricing and convenience of
ordering. As to products without our trademarks, you may purchase comparable
products meeting cur specifications from other suppliers. You may request in writing our
approva!l of additional suppliers. We will grant or revoke approvals of suppliers based on
the criteria for approving suppliers in our Operations Manual, and based on inspections
and performance reviews. We may grant approvals of new suppliers or revoke past
approvals of suppliers on reasonable written notice to you. We will provide you with
written notification of the approval or disapproval of a supplier you propose within 60
days after receipt of your request. For this approval or disapproval, we may charge you
a fee equal to our out-of-pocket expenses, plus the then-current per diem charges for
our personnel.

Currently, we have negotiated agreements with a variety of quality art supply
vendors for you to receive discounts. Currently we do not derive revenue from your
purchases from these approved vendors. We will derive revenues from supplies you
purchase from us, and we may derive revenue from certain suppliers that sell products
to you. These revenues will vary from product to product, but generally will range from
10% to 15% of the product's selling price to you. We may use these revenues {o offset
our operating expenses.

During our fiscal year ending December 31, 2044:2012, we had $4,39885,260 in
revenue from suppliers. Our revenue from franchisees’ purchases was $44-83644.425
or about 4% of our total revenues of $4;009;217.1,161,140. These figures were taken
from our internal reports and from our audited financial statements.

We estimate that the following puréhéses and leases of services and products
will represent the following percentages of your total purchases and leases of services
and products to establish and operate your business: :

% of Total to % of Total to

Establish Operate
Purchases/leases from us 0 - 20% 0-25%
Purchases/leases under our specifications 0-20% 25 - 40%
Purchases/leases from approved suppliers , 0-5% . 5-25%

. We do not provide you with any material benefits based on your purchase of
particular products or services, or your use of designated or. approved sources. We
have no purchasing or distribution cocperatives. We may, but are not required to,
negotiate purchase arrangements with suppliers for your benefit.

11
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If you choose to purchase or lease equipment, materials, supplies or services
from us, we will attempt to make a reasonable profit from the sale or lease of those

items or services.

Item 9

FRANCHISEE’S OBLIGATIONS

This table lists your principal obligations under the franchise agreement
and other agreements. It will help you find more detailed information about your
obligations in these agreements and in other items of this disclosure document.

N Section in Franchise or lII:))isclosure

Obligation Other Agreement O(I:tléﬁent
(a) Site selection and acquisition/lease 5.3 7 &11
(b) Pre-opening purchases/leases 5.3, 14, 15 & 18.1 7&8
(c) Site development and other pre-opening requirements 538&15 7&11
(d) Initial and ongoing training 11 11
(e) Opening ‘ 5 11
(f) Fees 9,11.2,13.7,16.1 & 25.2 56&7
(g) Compliance with standards and policies/Operations 1,6,12,14& 15 11

Manual : :
(h) Trademarks and proprietary information 12,19 & 20 13&14
(i) Restrictions on products/services offered 7 8,11 & 16
(j) Warranty and customer service requirements Not applicable
(k) Territorial development and sales quotas 2 & Attachment 1 12
(1) Ongoing product/service purchases 14 8
(m) Maintenance, appearance and remodeling 14 & 15 11
requirements

(n} .Insurance 17 7&8
(o) Advertising 16 6,7 & 11
{p) Indemnification 24 6
(@) Owner’s participation/management/staffing 4 ~ 11 & 15
{r) Records and reports 13
{s) Inspections and audits 13.7 & 22 6
{t) Transfer 25 17
{u) Renewal 3.2 17
{v) Post-termination obligations 27 17
{w) Non-competition covenants 21 & Attachment 5 17
{x) Dispute resolution 32 17

Item 10

FINANCING .

- We do not offer direct or indirect financing. We do not guarantee your note, lease

or obligation.
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Item 11

' FRANCHISOR'S ASSISTANCE, ADVERTISING, COMPUTER SYSTEMS AND
TRAINING

Except as listed below, we are not required to provide you with any
assistance.

Before you open your business, we will provide you with:

(1)  Current curriculum and other materials for establishing your business
(Section 10.1(a)).

(2) Initial pre-training and training for up to 2 individuals, at locations we
determine. Currently, Quick Start Training sessions are self-directed
activities at your location by telephone consultation with our training
specialists. Currently, Business Development Training is held in the
Washington.D.C. area and lasts 5 business days (Sections 10.1(b) and
11).

(3)  For each individual attending Business Development Training, 1 set of the
Operations Manual and other manuals, catalogs and materials, as
needed. (Sections 10.1(¢) and 10.1(i}) (see “Operations Manual” below).

(4) Specifications for equipment, materials, supplies and services to be used
under the system (Sections 10.1(e} and 14).

{6) Samples of initial advertising and marketihg materials (Section 10.1(f)).

(6) If applicable, design 'and sign specifications for your commercial office
and/or art studio (Sections 5.3 and 15).

During the operation of your business, we will:

(1)  Offer annual regional, national or international conferences designed to
encourage the exchange of information and new ideas between us and
our franchisees. You must pay fees to us for these conferences based on
our out-of-pocket costs to hold the conferences (Sections 10.1(b) and
11.2(c)). ‘

. (2) Distribute to you reports of improvements in administrative, bookkeeping,
accounting, inventory control and general operating procedures, and
business merchandising methods (including pricing methods), as they are
developed (Section 10.1(g)). '

(3) Distribute to you revisions of the Operations Manual fo incorporate
improvements and new developments in our system, including
improvements in services and products you offer to your clients, and
recommended prices. These revisions may be made at any time, but will
not unreasonably increase your obligations (Section 12.2).
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(4)  Provide periodic telephone, electronic mail or other assistance on daily
operations, marketing, advertising, financial management, personnel and
other operating issues that you encounter (Section 10.1(h)).

(5) Make available to you Business Development Training of replacement
managers at a location that we determine. For replacements made more
frequently than once every 2 years, you must pay training fees (Sections
10.1(b) and 11.2(b}).

(6) Make reasonable efforts to negotiate, enter into and maintain, through
volume purchasing, contracts for equipment, materials, supplies and
services that we make available for your purchase (Section 14.3).

(7) Review proposed equipment, material, supply or service contracts to
determine if they meet specifications under our system (Section 14.2).

(8)  Administer a system-wide advertising and promotional fund (Section 16.2);
(see “Advertising and Promotional Fund” below).

(9)  Periodically offer additional programs in which you may choose to
participate (“opt in") if you meet any program requirements that we
establish and agree to pay any required additional fees (Sections 1.2, 1.3
and 1.4).

Advertising and Promotion

You must participate in a system-wide advertising and promotional fund. The
fund may provide advertising in print, direct mail, public relations, posters, brochures,
coupons, presentation booklets, the Internet and similar media. The coverage of the
media may be local, regional or naticnal. We manage the preparation of
advertisements, promotional materials and publicity in-house, but may use a regional or
national advertising agency to produce materials.

All franchisees and all company-owned businesses (if any} will contribute equally
to the fund. Contributions are currently 1% of monthly Gross Sales. We will administer
the fund and, on your request, make an annual unaudited financial statement available
for your review 90 to 120 days following the year-end. We will not use contributions to
the fund or any associated earnings for soliciting the sale of franchises. Other than
reimbursement for reasonable costs and overhead incurred in activities for the
administration or direction of the fund, neither we nor any affiliate will receive any
payment for providing services or products to the fund. If we spend more than the
contributions accumulated in the fund during any fiscal year, we have the right to
receive, on demand, reimbursement in later years to the extent of the excess
expenditure.

We are not required to spend any amount from the fund on advertising or
promotions in the territory. If any contributions to the fund, including any associated
earnings, are not spent in the fiscal year in which they accrue, they will remain in the
fund for use in following years. You will receive periodic accountings of how these
contributions are spent. We reserve the right to terminate the fund at any time, but we
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will not do so until all monies in the fund have been spent for the purposes described in
the franchise agreement or returned to contributors on a prorated basis.

. In our fiscal year ending December 31, 2044,2012, the fund spent 0% of its
income on the sale of franchises, 2:87% for the production of advertisements and other
promotional materials, 26-527% for media placement, 2623% for general and
administrative expenses, and 44-643% for other expenses (public relations and national
conferences).

We have established a Franchise Advisory Council (*FAC") to advise us on
advertising and promotional policies. Franchisees elect the members of the FAC. The
FAC is advisory and has no operational or decision-making power. We may not change
or dissolve the FAC, which WI|| operate under its own bylaws.

You may use your own advertising and promotional materials: if they are dignified
and conform to specifications in our Operations Manual; and if (a) we have approved
the materials in writing before their use, or (b) you have submitted samples to us and we
have not disapproved the samples in writing within 10 days after their receipt.

You may not have your own website or use the Marks on social media platforms
without obtaining our prior written permission. We have registered the domain names
www.abrakadoodle.com and abrakadoodleinc.com. We will list your business on our
corporate website, www.abrakadoodle.com.

You must spend at least 1% of monthly Gross Sales on local advertising in your
territory. You may choose your own local advertising sources. You are not required to
participate in a iocal or regional advertising cooperative. See Item 12 for information
about our National Accounts programs.

Com-puter Hardware and Software

You muét purchase a laptop computer for accounting, marketing, training and
record keeping. The computer hardware and software must meet the following minimum
requirements:

Memory: 2 GB RAM

Video: 256 MB Graphics card

‘Display: 19: LCD monitor {or larger)

Microsoft Word, PowerPoint and Quickbooks or equivalents

The cost of the above computer hardware and software will range from $1,100 to
$2,200. If the required software is not pre-loaded onto the laptop that you purchase, the
cost will as much as an additional $300.

On reasonable nctice, we may require you to discontinue using, to update and/or
to substitute computer hardware at your expense. We estimate that the cost of
upgrading and replacing computer hardware is about $50 to $2,500 but there are no
contractual limitations on the frequency or cost of this obligation. If we modify or impose
a requirement, we will notify you in our Manuals or other written communications. You
are not required to obtain computer hardware from any particular source.
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Unless we expressly provide otherwise in writing, we do not warranty any
required computer hardware or software, and we disclaim all implied warranties to the
extent permitted by law. Neither we nor any affiliate is obligated to provide ongoing
maintenance, repairs, upgrades or updates to any component of your computer system.
You should determine for yourself whether or not any 3™ party supplier from whom you
purchase any component of your computer system is obligated to provide ongoing
maintenance, repairs, upgrades or updates to any component of your computer system,
and determine the additional cost for the services.

You must use web-based or other class management programs that we
pericdically designate. Currently, we are using a web-based program by Jack Rabbit
Technologies, PO Box 31421, Greensboro, NC 28231. This program includes class
management, database, .invoicing and scheduling functions. We will pay the initial
implementation and training costs for the program. We will provide telephone support to
you and the vendor will provide on-going email support to you. We currently require you
to prepay this fee for your 1 6 months of operation. After your 1?‘ 6 months of
operation, you pay this fee monthly, so that we can pay the vendor for its support. The
web-based program will have a security device that allows us to deny you access if you
fail to pay this fee or your franchise agreement is terminated. We will have independent
access to the data in your computer system. There are no contractual limitations on our
right to access your data. We may use a different program in the future.

You must subscribe to an on-line Internet service provider of your choice, which
generally costs between $10 and $50 doliars per month, aIIowmg you to participate in
the ABRAKADOODLE Intranet.

You must participate in the Abrakadoodle Intranet and pay us technology fees.
Currently, we require you to prepay these fees for your 1% 6 months of operation. After
your 1% 6 months of operation, you pay these fees monthly, so that we can pay the
vendor for its support. You will use our Intranet to connect on-line with us and other
franchisees to gather information, exchange ideas and transfer data.

We may assist you in obtaining these items and services, but we are not
obligated to do so.

Operations Manual

We provide you with an Operations Manual which covered the following subjects
as of December 31, 20442012;

Table of Contents # of Remarks
Pages
Starting Your Franchise 20 Home Office-Setup, Business Organization,
, Communications, Legal Aspects
All About ABRAKADOQODLE 22 Mission Statement, Philosophy, Goals, FAQs, Model,
Branding Strategy
Education 15 Educational Principles, Arts Education, Curriculum
Class Structure 18 Physical Setup, Class Sequence, Curriculum, Special
Programs
16
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# of

Table of Contents P Remarks
ages
Marketing | 70 Specific Program Types, Sales Process, Time Table,
Collateral Materials
Marketing || 70 Additional Marketing Venues
Teacher Training 125 | Staffing, Teacher Management, Training
Business Management 43 Basic Accounting Principles, Bookkeeping, Insurance,
Payroll, Tax Issues and Benefits, Chart of Accounts,
_| Building Your Business, Time Management, Technology
Franchise Owners Obligations 26 Use of Trademarks, Compliance, Branding Support
Appendix 3 Recommended Resources, Glossary, Approved
Supplier List, Education. Resources '
TOTAL 412
Training
You will receive the following training before you open your ABRAKADOODLE
business:

- TRAINING PROGRAM

Hours of
Subject Classroom Hours of On-The- Location
Trainin Job Training
g

QUICK START (Self-instruction)
Setting Up Your Business 0 2 Your home
On-Line Review of Arts Education 0 2 Your home
Market Research 0 14 Your home
Educational Principles 0 17 Your home
Marketing 0 4 Your home
All About ABRAKADOODLE 0 1.5 Your home
Total Quick Start Hours 40.5
BUSINESS DEVELOPMENT
Branding and Co-Branding 1 0 RestonSterling, VA
Curriculum 5 0 RestonSterling, VA
Class Structure 3 0 RestonSterling, VA
Marketing | 10 0 Reston ing, VA
Marketing i 2 0 RestonSterling, VA
Staffing | 2 0 RestonSterling, VA
Staffing Il 8 0 Reston ling, VA
Technology 3 0 RestenSterling, VA
Franchise Role 1 0 Resten ing, VA
Business Management 5 0 RestenSterling, VA
Total Business Development Hours 40
TOTAL TRAINING HOURS 80.5

All of our current instructors have 4412 to 26]27 years of experience with the
subjects they will teach and 66 to 810 years of experience with us. Our current

instructors are [Rosemarie Hartnett, Kathy Armstrong, Charisse Huppert, Leonor

ABRAKADOODLE-63420313
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Brazao and Karin Machusic:]. [Same instructors? Years of experience correct?] The

instructors, and consequently the level of experience of the instructors teaching the
subjects, are subject to change at any time.

The hours devoted to each subject are estimates only and may vary substantially
based on how quickly trainees grasp the material, their prior experience with the
subject, and scheduling.

You must successfully complete Quick Start Training activities before you attend
Business Development Training. Quick Start Training activities currently include reading
designated information, viewing videos, DVDs or other media, setting up your business,
telephone meetings with a pre-training counselor, and performing other tasks.

You will use an online version of our manual for Quick Start Training at your
‘home, and we will use our manual as the basis for instruction during classroom training
in the Washington, DC area. Instructional requirements will also include computer
research for selected subjects in Quick Start and Business Development Training.

You must complete Business Development Training to our satisfaction at a
location we designate in the Washington, D.C. area. This training generally begins
within 30 days after your franchise agreement is signed, and lasts 5 business days. We
generally develop training schedules at the beginning of each quarter for that quarter.
You may choose to send up to 2 persons without paying a training fee. You must pay
$3,500 for each additional trainee.

Business Development Training generally concludes 30 days or less before the
projected opening of the franchised business. Franchisees must train employees (other
than an original manager) before the opening and during the initial operation of the
franchised business.

Each year, you must attend a regional, national or international seminar we
schedule and conduct. The focus of the seminar generally will be discussion and review
of new business, marketing and educational ideas and concepts.

You (or your managing principal) and/or any previously trained managers must
attend any refresher or follow-up training that we designate, and you must pay the
applicable fees for this training.

You will not be charged for Quick Start or Business Development Training, but
you must pay travel and living expenses for trainees and any compensation or-benefits
due trainees during Business Development Training or any other training period. You
will be charged for remedial or follow-up training.

Training for replacement managers or transferees of the franchised business is
required and provided on the same terms as the Business Development Training
provided for you, except that if there is a replacement of managers more frequently than
once every 2 years, there will be a fee for the training. Training for replacement
managers and transferees will occur at a time we schedule and may not be available
immediately after the replacement manager is hired or the transferee assumes control.
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Commercial Office and/or Art Studio Site Selection

Initially, we approve the territory within which you must promote
ABRAKADOODLE programs. The territory is determined on the basis of factors such as
population demographics, as explained in Item 12. You are not required to maintain a”
commercial office or art studio for the operation of the franchised business, but if you
choose to open a commercial office site or art studio, it must be within the territory. We
may, but are not obligated to, assist you in locating an office site. We will approve or
disapprove a proposed site (within 60 days after you propose it in writing with
appropriate documentation as stated in the Operations Manual) based on such factors
as neighborhood, traffic patterns, access, parking, size, layout, length of availability, and
the terms of any proposed lease or purchase contract. If we disapprove a site, you must
locate another site. If you open an office at an unapproved site, in violation of the
franchise agreement, we may issue a notice of default, which may lead to termination of

your franchise. You may not relocate your office without our approval.

Opening of Franchised Business

You must open the franchised business within-30 days after your successful
completion of Business Development training. To open, you must have a business
telephone dedicated solely to the ABRAKADOODLE business, keep regular business
hours and make all of the filings necessary to operate as a legally independent business
in your area. Should circumstances beyond your control prevent you from opening
within the 30 days, you must provide us with a written request to delay opening. Your
request must state: (1) that a delay is anticipated; (2) the reasons that caused the delay;
(3) the efforts that you are making to proceed with the opening; and (4) an anticipated
cpening date. In considering the request, we will not unreasonably withhold our consent
to a delay, up to a maximum period of 60 days, if you have been diligently pursuing the
opening.

The typical length of time between the signing of a franchise agreement and the
opening of a franchised business is 30 to 60 days. Factors that may affect this time
period include our training schedule, school year schedules, and ability to obtain
business licenses and permits.

Item 12

TERRITORY

Territory

We grant you the marketing rights for a protected territory generally defined by 5-
digit ZIP codes and/or county boundaries. All areas in the territory must be contiguous.
A protected territory means that we will not sell another ABRAKADOODLE franchise
that includes the zip codes and/or county boundaries in your territory. The territory is
described in Attachment 1 to your franchise agreement when you sign the agreement.

A standard urban territory generally includes 50,000 to 60,000 households with
incomes of $75,000 and above. If a territory has more than 60,000 qualifying
households, we may charge a higher additional initial franchise fee, but we do not
generally grant a territory with more than 100,000 qualifying households. A standard
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suburban territory generally includes up to 20,000 qualifying households. If the territory
has more than 20,000 qualifying households but less than 50,000 qualifying
households, we may charge a higher initial franchise fee. We do not generally grant a
suburban territory above 49,999 qualifying households. '

When determining the territory, we may take into account the number of children
in the territory and other factors. We may use demographic studies provided by the U.S.
Census Bureau.

Sales Quotas

There is no minimum sales quota during your 1% 12 months of operation. After
your 1 12 months of operation, you must meet a minimum annual Gross Sales Quota
during each calendar year in order to retain the franchise. Currently, the minimum
annual Gross Sales Quota is $75,000 for urban and suburban territories. Your initial
minimum annual Gross Sales Quota will be specified in Attachment 1 to your franchise
agreement. We may increase the minimum annual Gross Sales Quota annually, for
20142012 and later calendar years, based on increases in the Consumer Price Index. If
you elect to market additional programs that we make available, you may be required to
sign an addendum to your franchise agreement specifying a higher minimum annual
Gross Sales Quota. If you fail to achieve a minimum annual Gross Sales Quota, we may
terminate the franchise.

Additiona! Terms

You will provide services and products at host sites in the territory. Students who
receive services and products at those sites may reside in or outside of the territory. You
may provide services to customers in territories not assigned to another franchisee if
you obtain our prior written permission.

In exchange for your marketing rights in the territory, you may not solicit business
outside the territory through the use of a toll-free number, direct mail, Internet website,
social networking or other advertising methods without our written approval, or provide
services or products at host sites in other franchisees’ territories, and must refer
requests for services and products in other franchisees’ territories to those franchisees
. in accordance with procedures stated in the Operations Manual.

You will not receive an exclusive territory. However, your marketing rights restrict
us from operating a company-owned business in the territory that offers the same
services and products to 20-month-old to 12-year-old children that you' offer, except
through the National Accounts program, and from granting any other person the right to
operate a business in the territory that offers the same services and products to 20-
month-old to 12-year-old children that you offer under the ABRAKADOODLE
trademarks or different trademarks. However, we reserve all other rights, including the
following:

We and our affiliates may contact international, national or regional educational/
recreational organizations with headquarters or locations in the territory for any purpose,
including promoting the use or increased use of ABRAKADOODLE services or products
marketed by us or our franchisees. If designated as a National Account, program
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services may be reviewed by the FAC and may be provided by us, or you, or a
combination of us and you. We may also share revenue from a National Account by
granting a royalty rebate, in our sole discretion.

If you have a commercial office and/or art studio and wish to relocate, we must
approve the new location. Our approval of a proposed relocation site is based on the
same factors we consider for an initial commercial office and/or art studio location,
discussed above in Item 12.

We and our affiliates may operate, and grant others the right to operate,
ABRAKADOODLE businesses anywhere outside of the territory, including in territories
adjacent to the territory.

We and our affiliates may sell products under ABRAKADOODLE trademarks to
persons in or outside of the territory. We and our affiliates currently offer
ABRAKADOODLE products throcugh www.abrakadoodleart.com. We are not required to
pay you if we exercise this right inside or outside the territory.

We intend to add additional programs in the future that we may make available to
qualified franchisees, subject to terms and conditions.

We and our affiliates may sell different services, under the ABRAKADOODLE
trademarks or different trademarks, in or outside of the territory. We may offer you
marketing rights for these services, subject to additional terms and conditions.

We and our affiliates may acquire or establish businesses operating under
different trademarks in or outside of the territory. We may offer you marketing rights for
these services, subject to terms and conditions.

We currently do not operate or franchise and do not have any plans to operate or
franchise businesses under different trademarks.

On renewal or transfer of a franchise, the territory may be modified. Depending
on the then-current demographics of the territory, and on our then-current standards for
territories and quotas, if the territory is larger than our then-current standard urban or
suburban territories, we may require you or the transferee to: (a) accept a renewal
territory or a transfer territory smaller than the then-current territory, if you or the
transferee do not want higher quotas; (b) accept a renewal territory or a transfer territory
identical to the then-current territory but with higher quotas; or (c) sign multiple franchise
agreements with renewal territories or transfer territories and quotas that more closely
match our then-current standards for territories and quotas.

As a franchisee, you do not receive the automatic right to acquire additional
territories, but we may permit you to acquire additional territories in our discretion.

Item 13
TRADEMARKS

We grant you the non-exclusive right and obligation to use the trademark, service
mark and trade name ABRAKADQOODLE, and other trademarks, service marks, trade
names, logos, trade dresses, and other commercial symbols (“trademarks”) that we may
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make available to you, for providing services and products under our system in the
territory. Except as we permit in writing, you may not use any trademark, any derivation
or modified version of any trademark, or any confusingly similar mark or name: as part
of your corporate, partnership, firm or other formal business name, website address,
social media platform, username, user id, email address, domain name or other
identification in any print, electronic or other medium; or with any prefix, suffix or other
modifying word, term, symbol or design. You may not use our trademarks for the sale of
unauthorized services or products or in any manner we have not authorized in writing.
All rights in and good will from the use of our trademarks accrue solely to us.

Federal Réqistrations and Applications

We own the following trademarks (“Marks”) registered on the Principal Register of
the U.S. Patent and Trademark Office (“USPTO”):

Mark Registration Number | Registration Date
ABRAKADOODLE 2,808,698 January 27, 2004
FRAMEDOODLE 2,834,640 April 20, 2004
KIDS ON CANVAS 3,086,614 April 25, 2006
AMERICA'S MOST COLORFUL FRANCHISE 3,184,483 December 12, 2006

We have filed a combined Declaration of Use and Incontestability for our principal
Mark and intend to file all required affidavits and renewals for the Marks when required.

Determinations

There are no currently effective material determinations of the USPTO, any
Trademark Trial and Appeal Board, any state trademark administrator or any court, nor
are there any pending interference, infringement, opposition or cancellation proceedings
or material litigation, involving any of the trademarks in any manner that is material to
the franchised business. There are no decided infringement, cancellation or opposition
proceedings in which we unsuccessfully fought to prevent registration of another
trademark to protect the trademark.

Agreements

There are no currently effective agreements that significantly limit our rights to
use or to license the use to franchisees of the Marks in any manner that is material to
the franchised business.

Protection of Rights

We will control any administrative proceedings or litigation involving the
trademarks. You must notify us promptly of any use by any person or legal entity other
than us or our franchisees, of any of our trademarks or any variation of any of our
trademarks. '

We will decide the actions to be taken against the use of any of our trademarks
by any persons or legal entities other than us or our franchisees. Our current intent is to
take strong and progressive actions (that may include bringing litigation) against that
use. Any actions that we take will be at our expense.
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You must notify us promptly of any litigation brought against you involving any of
our trademarks, and you must deliver to us copies of any documents involving the
litigation that we request. We will decide whether to settle or defend any trademark
litigation brought against you. If we decide to take either action, we will do so at our
expense, but you must cooperate with us. If the defense does not involve issues
~concerning the operation of your franchised business, we will reimburse you for your

out-of-pocket costs. If we decide not to defend or settle any trademark litigation brought
against you, you must defend or settle the litigation at your expense.

We will indemnify you to the extent that litigation involves defending against
- infringement or unfair competition if you are using the trademarks in accordance with
the franchise agreement and the Operations Manual and if you give us notice of a claim
within 30 days of your learning of that claim.

We may acquire or develop additional trademarks, and may use those
trademarks ourselves, make those trademarks available for use by you and other
franchisees, or make those trademarks available for use by other persons or entities.

We may modify or provide a substitute for any trademark. If we do, we will be
responsible for your cost of compliance. We also may require you to use and display a
notice in a form we approve that you are a franchisee under our system usmg the
trademarks under a franchise agreement.

You may not directly or indirectly contest our rights in our trademarks.

Superior Prior Rights and Infringing Uses

We do not know of any superior prior rights or any infringing uses that could
materially affect your use of the Marks.

Item 14
PATENTS, COPYRIGHTS AND PROPRIETARY INFORMATION
Patents

No patents or pending patents are material to the franchise.

Copyrights

We have not registered any copyrights with the United States Copyright Office
(Library of Congress), but various marketing, sales, training, management and
curriculum materials that we created are and will be protected under the U.S. Copyright
Act, whether or not we have obtained registrations. You may use these copyrighted
materials during the term of the franchise, in a manner consistent with our ownership
rights, solely for the purpose of promoting your business.

There are no currently effective determinations of the U.S. Copyright Office
(Library of Congress) or any court, nor are there any pending infringement, opposition or
cancellation proceedings or material litigation, involving the copyrighted materials that
are relevant to their use by our franchisees.
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There are no agreements currently in effect that significantly limit our right to use
or license the use of our copyrighted materials in any manner material to the franchise.

All of the provisions in ltem 13 under the heading “Protection of Rights” apply to
copyrights as well; provided, however, that you must modify or discontinue use of any
subject matter covered by a copyright if directed by us..

We do not know of any superior rights in or any infringing uses of our copyrighted
materials that could materially affect your use of the copyrighted materials.

Proprietary Information

We have a proprietary, copyrighted Operations Manual, and copyrighted
curriculum manuals that include guidelines, standards and policies for the operation of
the franchised business. ltem 11 describes the Operations Manual and the manner in
which you are permitted to use them. All documents provided to you, .including the
Operations Manual, are for your exclusive use during the term of the franchise, and may
not be reproduced, lent or shown to any person outside cur system.

You must have each employee sign an agreement before you grant him or her
access to our manuals or any other proprietary and confidential information, in which he
or she agrees to the confidentiality of the ABRAKADOODLE system, agrees not to use
any information about the ABRAKADOODLE system for his or her own benefit without
an appropriate license, and agrees not to compete in certain respects with your
business and other franchisees' businesses (see Attachment 5 to the franchise
agreement). : '

Item 15

OBLIGATION TO PARTICIPATE IN THE ACTUAL OPERATION
OF THE FRANCHISED BUSINESS

We strongly believe that the success of your franchised business will depend to a
large extent on your personal and continued efforts, supervision and attention. You (or.
an equivalently trained manager) must personally manage the franchised business at all
times. You and any original manager of the franchised business must attend and
successfully complete Business Development Training we provide. Any replacement
manager also must successfully complete Business Development Training. An original
manager or a replacement manager need not have an equity interest in the franchised
business.

You must have any manager, and any instructor, supervisory employee or
independent contractor, sign an agreement (Attachment 5 to the franchise agreement)
in which he or she acknowledges the confidentiality of our system, agrees not to use
any information about the system for his or her own benefit without an appropriate
license, and agrees not to compete in certain respects with your business and other
~ franchisees’ businesses.

If you are a legal entity, each principal must personally guarantee your
obligations under the franchise agreement and also must agree to be personally bound
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by, and personally liable for breach of, every term of the franchise agreement. This
guaranty is included as Attachment 3 to the franchise agreement.

Item 16
RESTRICTIONS ON WHAT THE FRANCHISEE MAY SELL

You must use, offer for sale and sell only services and products that we have
approved or authorized. You may not use, offer for sale or sell services or products that
would detract from or be inconsistent with our system. You may use services or
products not purchased from us, but those services or products must be of comparable
quality, and must be approved by us in writing before use to ensure maintenance of
proper quality standards. You, your employees, your managers and your students must
use branded materials and wear branded apparel during all classroom activities.

We have the right to change the types of services and products that we approve
or authorize, if the services and products are compatible with our system. There are no
other limits on our right to make these changes. '

You must be open for business each week for minimum hours and days as
stated in the Operations Manual. Your locality may require a valid reseller's number or
license to purchase and resell preducts. -

You may provide services or products to any customers in the territory. If you
obtain our prior written permission, you may provide services or products in territories
not assigned to other franchisees. You may not soilicit or provide services or products to
customers in territories assigned to other franchisees.

Item 17
RENEWAL, TERMINATION, TRANSFER AND DISPUTE RESOLUTION
THE FRANCHISE RELATIONSHIP

This table lists certain important provisions of the franchise agreement and
related agreements. You should read these provisions in the agreements in
Exhibit B in this disclosure document.

Section in
Provision Franchise _ Summary
Agreement
a) Length of the franchise term . 341 10 years
(b) Renewal or extension of the 3.2 You have the right to renew for successive 10-year
term renewal terms, if you meet the requirements for
" | renewal.
25
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Provision

Section in
Franchise
Agreement

Summary

(c) Requirements for you to
renew or extend

3.2

| Notice, solvency, no ceasing to do business, no

danger to public, no repeated defaults or
misrepresentations to us, timely submission of
accurate reports, no felonies or illegal conduct,
signing of then-current agreement, renewal fee,
broker fees.

if you seek to renew your franchise at the
expiration of the initial term or any renewal term,
you may be asked to sign a new franchise
agreement that contains terms and conditions
materially different from those in your previous
franchise agreement, such as different fee
reguirements and territorial rights.

(d) Termination by you

26.5&26.6

If with cause, notice, 60-day opportunity for us to
cure. If without cause, 60 days! notice, payments
current, general release.

(e) Termination by us without

Not applicable

Not applicable

cause

(f) Termination by us with 26.1t0 26.3 | With cause and automatic termination; with cause
cause ' : and notice; with cause, notice and 30 days to cure.

(g) “Cause” defined — curable 26.3 & 26.4 | Failure to comply with franchise agreement or
defaults Operations Manual, including: failure to pay us or

our affiliates any required sum when due; failure to
submit any required information when due; failure
to maintain any standard, specification or
procedure; failure to obtain our prior written
acceptance, approval or consent; misuse or
unauthorized use of our System or trademarks;
failure to pay personal attention to business; failure
to maintain records; failure to pay any third party
(including any major supplier or taxing or licensing
authority) any required sum when due; failure to
attain any minimum annual Gross Sales Quota and
subsequent failure to meet the next year's
minimum annual Gross Sales Quota.
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Provision

Section in
Franchise
Agreement

Summary

(h) “Cause” defined — non-
curable defaults

261

26.2

Automatic Termination

General assignment for creditors; involuntary
bankruptcy petition not dismissed within 60 days;
filing of voluntary bankruptcy petition; adjudication
of bankruptcy; court-appointed receivership;
foreclosure suit not dismissed within 30 days;
premises or equipment sold after levy; or conviction
of crime involving moral turpitude.

Termination on Notice

Insolvency; ceasing to operate franchised
business; illegal conduct; danger to public health or
safety, drug or alcohol abuse or other behavior that
poses a danger to children or reflects adversely on
our goodwill; repeated defaults within 12 months;
material misrepresentation; transfer, or failure to
transfer, in violation of franchise agreement;
violation of noncompetition or confidentiality
provisions; tax lien, levy or enforcement suit; failure
to open for business on schedule; underpayment or
under-reporting of any amount due us by 5% or
more for any 3-month period.

(i Your obligations on
termination/non-renewal

27

Fulfillment of continuing obligations under franchise
agreement; de-identification; no use of system,
trademarks, confidential information, materials;
return of confidential information, materials; client,
instructor, employee and independent contractor
lists to us; assignment of telephone number(s),
email address(es), etc. to us; cancellation of any
assumed name or equivalent registration; final
accounting (see also (r} below).

() Assignment of agreement by
us

25.1

No restriction on our right to assign.

(k) “Transfer” by you — defined

252

Includes the conveyance or pledge of any interest
in you (if you are a legal entity), the franchise or the
franchised business.

(Iy Our approval of transfer by
you

252

We have the right to approve all transfers, our
consent not to be unreascnably withheld.

{(m} Conditions for our approval
of transfer .

25.2(b)

Compliance with franchise agreement; transferee
qualification; payments current; general release;
written transfer agreement; transferee’s signing of
then-current franchise agreement; transferee’s
agreement to complete training; transfer fee; initial
materials fee; no exercise of our right of first
refusal; equipment updated to our then-current
specifications; our consent to material terms of
transfer; subordination of obligations of transferee
to transferor; broker fee, if any.
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Section in

Provision Franchise Summary
Agreement

(n) Ourright of first refusal to 255 We can match any offer.

acquire your business

(o) Our option to purchase your 25.6 On your death, disability or dissolution, we have the

business right (but not the duty), exercisable on written
notice to you, to purchase for cash any assets of
your business at fair market value, if not transferred
within 240 days.

(p) Your death or disability 25.6 Your interest in the franchise must be transferred to
an approved person within 240 days of
representative's appointment.

(g) Non-competition covenants 21.2,21.3 & | No diversion of business, customers or personnel;

- during the term of the 21.4(a) no involvement in competing business anywhere in

franchise

the U.S. and abroad.

(r)

Non-competition covenants
after the franchise expires or
is terminated

21.3 & 21.4(b)

No diversion of personnel for 1 year; no
involvement for 2 years in competing business in
the territory or in the territory of any
ABRAKADOODLE business operating or in
planning at time of expiration or termination.

{s} Modification of the 28.3 Both parties must agree in writing.

agreement

() Integration/merger clause 28.1 Only terms of franchise agreement, including its
attachments are binding (subject to state law). Any
representations or promises outside of this
disclosure document and the franchise agreement
may not be enforceable.

{u) Dispute resolution by 32 Except for certain claims, all disputes must be

arbitration or mediation arbitrated at AAA office nearest our home office
(subject to state law).

{v) Choice of forum - 32.7 Litigation in courts in the county or city in which our
home office is located at the time (subject to state
law).

(w) Choice of law 29.6 The Federal Arbitration Act and Virginia law apply,

except that the law of the state where the largest
geographic portion of your territory is located
applies to non-competition covenants, and except
that Virginia franchise law does not apply if the
territory is wholly outside of Virginia (subject to
state law).

Item 18

PUBLIC FIGURES

We do not use any public figure to prorhote our franchise.
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Item 19
FINANCIAL PERFORMANCE REPRESENTATIONS

The FTC’s Franchise Rule permits a franchisor to provide information about the
actual or potential financial performance -of its franchised and/or franchisor-owned
outlets, if there is a reasonable basis for the information, and if the information is
included in this disclosure document. Financial performance information that differs from
that included in this Item 19 may be given only if: (1) a franchisor provides the actual
records of an existing outlet that you are considering buying; or (2) a franchisor
supplements the information provided in this Item 19, for example, by providing
~information about possible performance at a particular location or under particular
circumstances.

On December 31, 20442012, we had —3937 franchise owners. Of those
franchise owners, 62 had been operating franchise units for less than 1 year, 1 had
been inactive in 20412012 for personal reasons, 1 had not yet submitted reports, and
33 had been operating franchise units for at least 1 year. The following information is
based on Gross Sales reports submitted by the 33 franchise owners, representing 4241
franchise units, who had beer-eperating-franchise units_in operation for at least 1 year:

Gross Sales”

Franchise Owners' Low® Average’ High® Total

Top 33% of Franchise $442,227136,693 | $224:260253, | $568;236714, | $2:433;9612,793
Owners® 944 638 ,383 |
Middle 33% of $36;31244,353 | $67.88875,25 | $103,816128, | $746.769827.77
Franchise Owners’ 2 363 6
Bottom 33% of $6,0008,232 | $22:28620,79 | $36;82341.74 | $245:247228,79
Franchise Owners® 9 Z 4

.Notes:

1. We have included information for only franchise owners eperatingwho had
franchise units in operation for at least 1 year_and who have submitted Gross Sales
reports to us. The reports submitted to us were not audited, and we have not
undertaken to independently verify the accuracy of the information in the reports or
determine whether the reports were prepared in accordance with generally accepted
accounting principles. However, we are not aware of any instance in which any
franchise owner overstated Gross Sales in any report. We are not aware of any material
differences between the franchise businesses operated by the 33 franchise owners and
the franchise business described in this disclosure document.

As indicated above, we excluded 82 franchise owners who didhad not
operateoperated franchise units for at least 1 year, 1 franchise owner who had not
yet submitted reports, and 1 franchise owner who was inactive in 280442012 for
personal reasons. We also excluded 2 company-owned units.

2. The Gross Sales attainable by any franchise owner is dependent on individual
management skills, experience and business acumen; the effectiveness of sales and
marketing efforts; the quality of and prices charged for products and services offered to
the public; and other economic and market conditions. The Gross Sales reported above

29
ABRAKADOODLE-83420313



do not reflect cost of sales, payroll and related expenses, rent, office expenses, other
expenses, amortization, depreciation, income taxes or other taxes, or debt service
obligations. '

3. The lowest amount of Gross Sales is listed for each of the franchise owner
groups for the 204142012 calendar year.

4. The numerical average is calculated by dividing the total Gross Sales by the
number of franchise owners for the 20442012 calendar year. Of the 11 franchise
owners in the top 33% group, 64 exceeded the average. Of the 11 franchise owners in
the middle 33% group, 4 exceeded the average. Of the 11 franchisees in the bottom
33% group, 64 exceeded the average.

| 5. The highest amount of Gross Sales is listed for each of the franchise owner
groups for the 28442012 calendar year.

6. The top 33% group consists of 11 franchise owners with a total of 4817
operating franchise units. 1 of the franchise owners in this group operates 3 franchise
units. 54 of the franchise owners in this group operate 2 franchise units. 2 of the
franchise owners in thls group operate smgle small market terr|tor|es 2_of the

ise o i ro erate franchise units r
of ownership, 1. in August 2012 and 1 in December 2012, but that remained active
throughout the 2012 calendar year. The highest amount of Gross Sales in this group
was achieved by a franchise owner who operates only 1 franchise unit.

7. The middle 33% group consists of 11 franchise owners with a total of 12
operating franchise units. 1 of the franchise owners in this group operates 2 franchise
units. 1 of the franchise owners in this group operates a franchise unit that experienced
a transfer of ownership in Marsh-2013July 2012, but that remained active throughout
the 204142012 calendar year. The highest amount of Gross Sales in this group was
achieved by a franchise owner who operates enly-2 franchise unitunits.

8. The bottom 33% group consists of 11 franchise owners with a total of 12
operating franchise units. 1 franchise owner in this group operates 2 franchise units.
The highest amount of Gross Sales in this group was achieved by a franchise owner
who operates only 1 franchise unit.

Written substantiation for the financial performance representatlon will be made
available to you on reasonable request.

A new franchisee's financial results are likely to differ from the results stated in
the financial performance representation.

Some franchised and company-owned units have achieved these amounts. Your
individual results may differ. There is no assurance that you'll achieve as much.

Other than the preceding financial performance representation, we do not make
any financial performance representations. We also do not authorize our employees or
representatives to make any such representations either orally or in writing. If you are
purchasing an existing outlet, however, we may provide you with the actual records of
that outlet. If you receive any other financial performance information or projections of
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your future income, you should report it to our management by contacting Rosemarie
Hartnett, Abrakadoodle, Inc., 4806-ReberFulten—Drive46030 Manekin Plaza, Suite
205 Resten]110, Sterling, V|rg|n|a —20191,20166, (703) 860-6570, the Federal Trade
Commission, and any appropriate state regulatory agencies. .

ltem 20
OUTLETS AND FRANCHISEE INFORMATION
TABLE NO. 1
Systemwide Outlet Summary for Years 20082010 to 20442012
Outlet Type Year Outlets At Outlets At End Net Change
Start Of Year Of Year
Franchised 20692010 6460 6053 -47
2640 60 53 7
2011 53 : 46 -7
2012 46 45 A
Company- 20082010 2 2 0
Owned 2040 2 2 o
2011 2 2 0
2012 2 2 9
Total ' 20082010 §662 6255 47
Outlets 2010 62 88 -7
2011 55 48 -7
2012 48 47 B}
TABLE NO. 2

Transfers of Outlets From Franchisees to New Owners (Other than the Franchisor or an
Affiliate) For Years 20082010 to 2042012

State - Year Number Of
‘ Transfers
Arizona 20002010 81
2010 3
2011 0
20692012 0
MarpandFlori 2010 0
da 2011 10
20002012 1
Maryland 2010 0
2011 1
‘ 2012 1]
TennesseeMin 2010 0
nesota 2011 0
2012 1
Texas 2010 '
2011 g
2012 1
31
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State Year Number Of
Transfers

Virginia 20692010 1
2010 1
2011 0
2012 9

Total 20082010 2
2010 2
2011 1
2012 3

TABLE NO. 3

Status of Franchised Outlets
For Years 20082010 to 20442012

State Year Outlet | Outlets | Termina|{ Non- | Reacquire | Ceased | Outlets
s At | Opene - Renew d By Operatio | At End
Start d tions als Franchiso ns For Of
Of r Other Year
Year Reasons
AL | 20002010 2 0 0 0 0 0 2
| 20462011 2 0 0 0 0 o1 21
20112012 21 0 0 0 0 10 1
AZ | 20092010 1 0 0 0 0 0 1
20462011 1 0 0 0 0 0 1
20112012 1 0 0 0 0 0 1
CA - | 20082010 8 0 0 0 0 81 87
20162011 87 0 0 0 0 13 74
20112012 74 0 0 0 0 30 4
CO | 20092010 3 0 0 0 0 0 3
20102011 3 0 0 0 0 91 32
20412012 32 0 0 0 0 40 2
DC | 20002010 1 0 0 0 0 0 1
20402011 1 0 0 0 0 o1 40
20412012 10 0o . 0 0 0 10 0
FL | 200882010 67 10 0 0 0 03 4
20402011 4 0 0 0 0 30 4
20112012 4 0 0 0 0 M 43 |
GA | 20002010 1 0 0 0 0 0 1
20402011 1 0 0. 0 0 1 10 |
20442012 10 0 0 0 0 10 0
A | 20082010 0 0 0 0 0 0 0
20102011 0 21 0 0 0 0 21
20412012 81 10 0 0 0 0 1
iL | 20082010 62 0 0 0 0 40 2
20102011 2 0 0 0 0 02 20
20112012 20 0 0 0 0 20 0

ABRAKADOODLE-03120313
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State Year Outlet | Outlets | Termina | Non- | Reacquire | Ceased | Outlets
s At | Opene - Renew d By Operatio | At End
Start d tions als Franchiso ns For of
Of r Other Year
Year Reasons
NP | 20002010 21 0 0 0 0 10 1
A | 20492011 1 0 0 0 0 o1 40 |
20112012 10 0 0 0 0 0 0
FXI | 26082010 51 10 0 0 0 10 51
N | 206452011 51 0 0 0 0 0 81
20412012 51 0 0 0 0 0 81
YUFT | 26692010 25 21 0 0 0 o1 25
X | 26402011 25 0 0 0 0 0 25
20442012 25 0 0 0 0 0 25 |
VAU | 20002010 52 0 0 0 0 0 82
I |[26402011 52 0 0 0 0 0 62
; 20412012 52 0 0 0 0 0 82
WAV | 20082010 95 0 0 0 0 0 o5
‘A | 20102011 05 0 0 0 0 0 . B5
. 20112012 85 10 0 0 0 0 45
WIW | 20002010 0 10 0 0 0 0 10
A | 20102011 10 o1 0 0 0 0 1
20412012 1 0 0 0 Q- o1 10
Wi ] 2010 1 Q 9 0 0 1] 1
2011 1 0 0 0 0 0 1
2012 1 0 0 '} 0 9 1
Total | 20082010 8460 31 0 0 0 78 6053 |
2010 60 1 0 0 0 8 53
2011 53 5 0 0 0 12 46
2012 46 2 1 0 9 2 45
TABLE NO. 4
Status of Company-Owned' Outlets
For Years 20082010 to 20412012
State Year Outlet | Outlets | Outlets Re- | Outlets | Outlets | Outlets
s At | Opened | Acquired Closed | Sold To | AtEnd
Start From Franchis | Of Year
Of Franchisee ees
Year s
VA 20092010 2 0 0 0 0 2
20402011 2 0 0 0 0 2
20442012 2 0 0 0 0 2
Total 20002010 2 0 0 0 0 2
20102011 2 0 0 0 0 2
201412012 2 0 0 0 .0 2
34
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TABLE NO. 5
Projected Openings as of December 31, 2044201

State Franchise Projected New Projected New
Agreements Franchised Outlets | Company-Owned
Signed But As of December Outlets As Of
Outlet Not 31, 20442012 (In December 31,
Opened As of 20122013) 20412012 (In
December 31, 20122013)
20112012
AZArizona 0 1 0
| GACalifornia 0 2 0
GIC_Qn.n.e_cILcm 0 1 0
| DEDelaware 0 1 0
ELFlorida 0 2 0
GA i 0 1 0
{llinois 0 2 0
MbDMassachuset 0 21 0
is
MAMissouri 0 12 0
| NJNew Jersey 0 1 0
ANYNew York 0 1 0
NCEN. Carolina 0 1. 0
| PAPennsylvania 0 2 0
—_SGS.Carolina 0 1 0
VAlexas 0 1 0
FXVirginia 0 1 0
Total 0 21 0

Exhibit C contams the names of all current franchisees, and the addresses and
telephone numbers of their outlets, as of December 31, 2644-2012,

Exhibit D contains the name, city and state, and the current business telephone
number (or, if unknown, the last known home telephone number) of every franchisee
who had an outlet terminated, cancelled, not renewed (6)franchises-werel) franchise
was terminated), or who otherwise voluntarily or involuntarily ceased to do business
under a franchise agreement during our most recently completed fiscal year (4
franchiseel franchisees transferred, 422 franchisees left the system for other reasons),
or who had not communicated with us within 10 weeks of the date of this disclosure
document (none). If you buy this franchise, your contact information may be disclosed to
other buyers when you leave the franchise system.

We have a franchlsee advisory council. Contact tnformat|on is as follows: Dave _

a Kell
_ abrakadoodle.com.

47769 Goff Co nto | 495- e

No current or former franchisees have signed confidentiality clauses with us
during the last 3 fiscal years which would restrict them from speaking openly with you
about their experience with us.
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Item 21
FINANCIAL STATEMENTS

Exhibit E includes our audited financial statements as of December 31, 2009
20402010, 2011 and 204+4-2012 :

Item 22
CONTRACTS

Exhibit B includes the franchise agreement, state riders and all related
agreements, as follows:

Attachment 1 — Development Territory

Attachment 2 — Legal Entity Information Sheet

Attachment 3 — Guaranty Agreement

Attachment 4 — Listings Agreement

Attachment 5 — Manager/Supervisor Confidentiality and Noncompetition
Agreement ' : :

Attachment 6 — Authorization for Automatic Payments

Attachment 7 — Sample General Release

Attachment 8 — Confidentiality Agreement

Item 23
RECEIPTS

Exhibit F includes detachable documents acknowledging your receipt of this
disclosure document.
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CALIFORNIA ADDENDUM TO DISCLOSURE DOCUMENT
1. item 3 is amended to add the following:

No person named in Iltem 2 is subject to any currently effective order of any
national securities association or national securities exchange as defined in
the Securities and Exchange Act of 1934, 15 U.S.C.A. 78a et seq.,
suspending or expelling that person from membership in the association or
exchange. '

2. ttem 17, Summary column for (c) is amended to add the following:

California Business and Professions Code Sections 20000 through 20043
provide rights to the franchisee concerning termination or non-renewal of a
franchise. If the franchise agreement contains a provision that is inconsistent
with the law, the law will control.

3. Item 17, Summary column for (f) is amended to add the following:

California Business and Professions Code Sections 20000 through 20043
provide rights to the franchisee concerning termination or non-renewal of a
franchise. If the franchise agreement contains a provision that is inconsistent
with the law, the law will control. ‘

4, ltem 17, Summary column for (h) is amended to add the following:

The franchise agreement provides for termination upon bankruptcy. This
provision may not be enforceable under federal bankruptcy law (11 U.S.C.
Sec. 101 et seq.).

5. Item 17 of this disclosure document is modified to include the following paragraph
under the Summary column of part (m):

You must sign a general release if you transfer your franchise. California
Corporations Code 31512 voids a waiver of your rights under the
Franchise Investment Law (California Corporations Code 31000 through
31516). Business and Professions Code 20010 voids a waiver of your
rights under the Franchise Relations Act (Business and Professions Code
20000 through 20043).

6. ltem 17, Summary column for (r) is amended to add the following:

The franchise agreement contains a covenant not to compete which extends
beyond the termination of the franchise. This provision may not be
enforceable under California law.
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7.  ltem 17, Summary column for (s) is amended to add the following:

Section 31125 of the California Corporations Code requires us to give you a
disclosure document, in a form containing the information that the
Commissioner may by rule or order reguire, before a solicitation of a
proposed material modification of an existing franchise.

8. Item 17, Summary column for (u) is amended to add the following:

The franchise agreement requires binding arbitration. The arbitration will
occur at the offices of the American Arbitration Association nearest our
home office, with cost being borne by the party that does not substantially
prevail. Prospective franchisees are encouraged to consult private legal
counsel to determine the applicability of California and federal laws (such as
Business and Professions Code Section 20040.5, Code of Civil Procedure
Section 1281, and the Federal Arbitration Act) to any provisions of the

~ franchise agreement restricting venue to a ferum outside the state of
California. ’

9. Item 17, Summary column for (v) is amended to add the following:

The franchise agreement requires any litigation to be filed in Virginia. This
provision may not be enforceable under California law.

10.  ltem 17, Summary column for (w) is amended to add the foIIowihg: :

The franchise agreement requires application' of the laws of the state of
Virginia. This provision may not be enforceable under California law.
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ILLINOIS ADDENDUM TO DISCLOSURE DOCUMENT

Item 17 of this disclosure document is supplemented by the addition of the following
paragraphs at the end of the chart:

State Law

The conditions under which you can be terminated and your
rights on non-renewal may be affected by lllinois law, 815
ILCS 705/19 and 705/20.

The lllinois Franchise Disclosure Act and lllinois law will
govern any Franchise Agreement if it applies to a franchise
located in lllinois. 815 ILCS 705/4 and 41, and Rule Section
200.608. . '

Any condition in the franchise agreement which designates
jurisdiction or venue in a forum outside of lllinois is void with
respect to any cause of action which otherwise is enforceable
in lllinois, but the franchise agreement may provide for
arbitration in a forum outside of lllinois. lllinois faw applies to
arbitration and court litigation arising out of the franchise
relationship. ‘
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MARYLAND ADDENDUM TO DISCLOSURE DOCUMENT

1. Item 17 of this disclosure document is modified to state that any claims
arising under the Maryland Franchise Registration and Disclosure Law must be brought
within 3 years after the grant of the franchise.

2. ltem 17 of this disclosure document, in the summary column for item (d), is
modified to state that the general release required as a condition of termination by you
shall not apply to any claim arising under the Maryland Franchise Registration and
Disclosure Law.

3. ltem 17 of this disclosure document, in the summary column of item (h), is
modified to state that provisions allowing termination on bankruptcy may not be
enforceable under federal bankruptcy law (11 U.S.C. £§ 101 et seq.).

4, Item 17 of this disclosure document, in the summary column for item (m), is
modified to state that the general release required as a condition of transfer shall not apply
to any claim arising under the Maryland Franchise Registration and Disclosure Law.

5. - ltem 17 of this disclosure documenf, in the summary column for item (v), is
modified to state that the Virginia venue provision will not supersede your right to sue
under the Maryland Franchise Registration and Disclosure Law in a Maryland court.
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MINNESOTA ADDENDUM TO DISCLOSURE DOCUMENT

1. item 17 of this disclosure document, the summary column for item (m), is
modified to include the following language after "general release™;

"(for claims except those arising under the Minnesota Franchise Act).”

2. Item 17 of this disclosure document is modified to include the following
paragraphs at the end of the chart:

With respect to franchises governed by Minnesota law, we will comply with
Minn. Stat. 2§ 80C.14, subds. 3, 4 and 5, which require, except in certain
specified cases, that you be given 90 days! notice of termination (with 60
days to cure) and 180 days. notice for nonrenewal of the franchise
agreement. ‘

Minn. Stat. 2§ 80C.21 and Minn. Rule 2860.4400J prohibit us from requiring
litigation to be conducted outside Minnesota. In addition, nothing in the
disclosure document or franchise agreement can abrogate or reduce any of
your rights as provided for in Minnesota Statutes, Chapter 80C, or your
rights to any procedure, forum or remedies provided for by the laws of the
jurisdiction. '
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NEW YORK ADDENDUM TO DISCLOSURE DOCUMENT
1. Item 3 is amended to add the fb!lowing: |

-Neither we nor any individual listed in ltem 2, have pending any administrative, criminal or

material civil action (or a significant number of civil actions irrespective of materiality)
alleging: a felony; a violation of a franchise, antitrust or securities law; fraud;
embezzlement; fraudulent conversion; misappropriation of property; unfair or deceptive
practices or comparable civil or misdemeanor allegations.

Neither we nor any individual listed in ltem 2, have been convicted of a felony or pleaded
nolo contendere to a felony charge or, within the 10-year period immediately preceding the
application for registration, been convicted of a misdemeancr or pleaded nolo contendere
to a misdemeanor charge or been the subject of a civil action alleging: violation of a
franchise, antitrust or securities law; fraud; embezzlement, fraudulent conversion or
misappropriation of property; or unfair or deceptive practices or comparable allegations.

Neither we nor any individual listed in ltem 2, are subject to any currently effective
injunctive or restrictive order or decree relating to franchises or under any federal, state or
Canadian franchise, securities, antitrust, trade regulation or trade practice law resulting
from a concluded or pending action or proceeding brought by a public agency; or are
subject to any currently effective order of any national securities exchange, as defined in
the Securities and Exchange Act of 1934, suspending or expelling such person from
membership in such association or exchange; or are subject to a currently effective
~ injunctive or restrictive order relating to any other business activity as a result of an action
brought by a public agency or department, including, without limitation, actions affecting a
license as a real estate broker or sales agent. .

2. Item 4 is amended to add the following:

During the 10-year pericd immediately preceding the date of this disclosure document,
neither we nor any person identified in Item 2 above, has filed as a debtor {or had filed
against it) a petition to start an action under the U.S. Bankruptcy Code; obtained a
discharge of its debts under the bankruptcy code; or was a principal officer of a company
or a general partner in a partnership that either filed as a debtor (or had filed against it) a
petition to start an action under the U.S. Bankruptcy Code or that obtained a discharge of
its debts under the U.S. Bankruptcy Code during or within 1 year after the officer or
general partner of the franchisor held this position in the company or partnership.

3. The 5" line of the 1% paragraph in Item 5 and the 7" line of the 2™ paragraph in
Item 5 of this disclosure document is modified to replace "if we decide" with "if we
decide, in our good faith judgment,”. :

4. Item 17 of this disclosure document, the summary column of item (d), is modified to
include the following sentence:

You may terminate the franchise on any grounds available by law.
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- 5. Item 17 of this disclosure document, the summary column of item (j), is modified to
include the following sentence:

However, no transfer or assignment will be made except to a person who, in our good faith
judgment, is willing and able to assume our obligations under the franchise agreement.

6. Item 17 of this disclosure document, the summary column of item (w), is modified to
include the following sentence:

The foregoing choice of law should not be considered a waiver of any right conferred on
us or on you by Article 33 of the General Business Law of the State of New York.
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NORTH DAKOTA ADDENDUM TO DISCLOSURE DOCUMENT

1. ltem 6, Costs and Attorney Fees, Remarks is amended to delete the information in
the column and replace it with the following: '

You must pay our attorney fees only if we prevail in any arbitration or litigation
between you and us.

2. Item 17(m) is amended to add the following:

'Any release signed as a condition of transfer will not apply to any claims
Franchisee may have under the North Dakota Franchise Investment Law.

3. Item 17(r) is amended to add the following:
In accordance with North Dakota law, the restrictions of the covenant not to
compete might not apply to your activities after the termination or expiration of your
franchise agreement.

4. Item 17(u) is deleted and replaced with the following:

All disputes must be arbitrated either in North Dakota or in a mutually agreed
location.

5. ftem 17(v) is deleted and replaced with the following:
All litigation must be in North Dakota or in a mutually agreed location.
6. Item 17(w) is deleted and replaced with the following:

The Federal Arbitration Act and North Dakota laws apply.
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WASHINGTON ADDENDUM TO DISCLOSURE DOCUMENT
Item 17 of the Disclosure Document is modified to include the following statement:
WASHINGTON STATEMENT

~If any of the provisions in the franchise disclosure document or franchise agreement are
inconsistent with the relationship provisicns of RCW 19.100.180 or other requirements of
the Washington Franchise Investment Protection Act, the provisions of the Act will prevail
over the inconsistent provisions of the franchise disclosure document and franchise
agreement with regard to any franchise sold in Washington.

In any arbitration involving a franchise purchased in Washington, the arbitration site shall
be either in Washington or in a place as mutually agreed upon at the time of the
arbitration, or as determined by the arbitrator.

A release or waiver of rights executed by a franchisee shall not include rights under the
Washington Franchise Investment Protection Act except when executed pursuant to a
negotiated settlement after the agreement is in effect and where the parties are
represented by independent counsel. Provisions such as those which unreasonably
restrict or limit the statute of limitations period for claims under the Act, or rights or
remedies under the Act, such as a right to a jury trial, may not be enforceable.
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AGENCIES/AGENTS
FOR SERVICE OF PROCESS

This list includes the names, addresses and telephone numbers of state
agencies having responsibility for franchising disclosure/registration laws, and serving
as our agents for service of process (to the extent that we are registered in their states).
This list also includes the names, addresses and telephone numbers of other agencies,
companies or entities serving as our agents for service of process.

State State Agency Agent for Service of Process
~ CALIFORNIA California Corporations Commissioner California Corporaticns
Department of Corporations Commissioner

320 West 4™ Street, Suite 750
Los Angeles, CA 90013
(213) 576-7505

Toll-free (866-275-2677)

HAWAII Business Registration Divisicn ' Commissioner of Securities of the
Department of Commerce and - State of Hawaii

Consumer Affairs .
335 Merchant Street, Room 203
Honolulu, HI 96813

(808) 586-2722

ILLINOIS Office of Attorney General lllinois Attorney General
Franchise Division

500 South Second Street
Springfield, IL 62706
(217) 782-4465

INDIANA Indiana Secretary of State Indiana Secretary of State
Securities Division ) 201 State House
302 West Washington St., Room E-111 | Indianapolis, IN 46204

indianapolis, IN 46204
(317) 232-6681

MARYLAND Office of the Attorney General Maryland Securities
Division of Securities Commissioner
200 St. Paul Place 200 St. Paul Place
Baltimore, MD 21202-2020 Baltimore, MD 21202-2020
(410) 576-6360 (410) 576-6360

MICHIGAN Michigan Department of Attorney General Michigan Department of
Consumer Protection Division Commerce, Corporations and
Antitrust and Franchise Unit Securities Bureau

670 Law Buiiding
Lansing, Ml 48913
(517) 373-7117

MINNESOTA Minnesota Department of Commerce Minnesota Commissioner of
85 7" Place East, Suite 500 Commerce

St. Paul, MN 55101-2198
(651) 296-4026

NEW YORK New York State Department of Law Secretary of State
: Bureau of Investor Protection and Securities State of New York
120 Broadway, 23" Floor 41 State Street

New York, NY 10271 ‘ Albany, NY 11231
(212) 416-8211 :
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State State Agency Agent for Service of Process
NORTH North Dakota Securities Department North Dakota Securities
DAKOTA 600 East Boulevard, 5" Floor Commissioner

Bismarck, ND 58505-0510
(701) 328-4712
RHODE Department of Business Regulation Director of Rhode Island
ISLAND Division of Securities Department of Business
1511 Pontiac Avenue, Building 69-1 Regulation
Cranston, Rl 02920
(401) 462-9585
SOUTH Department of Revenue and Regulation Director of South Dakota Division
DAKOTA Division of Securities of Securities '
445 East Capito! Avenue
Pierre, SD 57501-3185
(605) 773-4823
VIRGINIA State Corporation Commission Clerk of State Corporation
Division of Securities and Retail Franchising Commission
1300 East Main Street, 9" Fioor 1300 East Main Street, 1% Floor
Richmond, VA 23219 Richmond, VA 23219
(804) 371-9051 (804) 371-9733
WASHINGTON | Department of Financial Institutions Director of Washington Financial
Securities Division Institutions ’
P.O. Box 9033
Olympia, WA 98507-9033
(360) 902-8760
WISCONSIN Wisconsin Securities Commissioner Commissioner of Securities of

Securities and Franchise Registration
345 W. Washington Avenue
Madison, W| 53703

(608) 266-8559

Wisconsin
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ABRAKADOODLE
F RANCHISE AGREEMENT AND RELATED AGREEMENTS

TABLE OF CONTENTS

GRANT OF FRANCHISE ... JURTRSR
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FRANCHISE AGREEMENT

THIS AGREEMENT is entered into by ABRAKADOODLE, INC., a Virginia
corporation with its principal office at i 03 nekin Plaza,
Suite 205-Reston110, Sterling, Virginia 2049420166 (“we”, "us" or "our”), and

whose address is -

(“you” or “your”).

RECITALS

A. We have expended time, skill, money and effort to develop a system for
establishing and operating ABRAKADOODLE® businesses providing arts education
programs for 20-month-old to 12-year-old children in public and private schools,
community centers and other host sites, and for instructing teachers in arts education
and providing curriculum materials to those teachers (the “System”).

B. We also have expended time, skill, money and effort in publicizing the
System and the services and products offered under the System. We have developed
and will continue to develop valuable goodwill in the service mark, trademark and trade
name ABRAKADQODLE, and in its trade dress; and have or may develop or acquire
other service marks, trademarks, trade names and trade dresses for use under the
" System, all of which marks, names and dresses are or will be our sole property (the
“Marks”).

C. We franchise others to use the System and the Marks, and provide to you
continuing advice on the establishment and operation of ABRAKADOODLE businesses.

D. You desire to establish and operate an ABRAKADOODLE business, to
use the Marks and all other elements of the System, and to derive the benefits of the
System as developed by us. You acknowledge that it is essential to the maintenance of
the high standards which the public has come to expect of ABRAKADOODLE services
and products, and to the preservation of the integrity and goodwill of the Marks, that you
adhere to the standards for the establishment and operation of ABRAKADOODLE
businesses.

In consideration of the recitals above and of the terms below, we and you agree:

1. GRANT OF FRANCHISE

1.1 Subject to the terms of this Agreement, we grant to you the right,
and you undertake the duty, to establish and operate an ABRAKADOODLE business
(“Franchised Business”) in the territory described in Section 2 ("Development Territory")
for the term described in Section 3 (the “Franchise”).

1.2 The Franchise includes the right and obligation to market
ABRAKADOODLE arts education programs (as those programs may be modified) for
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20-month-old to 12-year-old children in public and private schools, community centers
and other host sites; to instruct teachers in arts education for their students and provide
curriculum materials to those teachers for use with their students; and also includes the
right and obligation to market additional programs involving similar or dissimilar services
or products for persons other than 20-month-old to 12-year-old children, or involving
dissimilar services or products for 20-month-old to 12-year-old children (“‘Additional
Programs”), to the extent that the marketing rights for those programs are made
available to ABRAKADOQODLE franchisees and you accept those rights.

1.3 If the marketing rights for an Additional Program are made available
to ABRAKADOODLE franchisees, you will have a 30-day option to accept or reject
those rights. Acceptance of those rights by you may be conditioned on you agreeing to
incur additional expenses, participate in additional training, be subject to an increased
monthly minimum for the continuing franchise fee, and/or comply with other terms which
we may specify. If you are offered but reject those rights, we will have the right to
market the Additional Program ourselves in the Development Territory (as defined in
Section 2.1), or to make available to any other person or entity, including any other
franchisee, on terms comparable to those offered to you, the marketing rights for the
Additional Program in the Development Territory.

1.4  The Franchise includes the right and obligation to use the complete
System, as it exists or may be supplemented or modified during the term of the
Franchise, as to the ABRAKADOODLE programs which you are entitled to market, and
as to any Additional Programs which you may become entitled to market. You
acknowledge that the System will continue to evolve in order to reflect changing market
conditions and to meet new and changing consumer demands, and that variations and
additions to the System may be required in order to preserve and enhance the public
image of the System and to ensure the continuing operational efficiency of
ABRAKADOODLE businesses generally. Accordingly, you agree that we may, on notice
and acting reasonably, add to, modify and change the System, including the adoption
and use of new and modified service marks, trademarks, trade names, trade dresses,
materials, technology, techniques and methodologies relating to the preparation,
marketing, promotion and sale of ABRAKADOODLE services and preducts, but any
modifications or changes may not unreasonably increase your obligations under this
Agreement or place an excessive economic burden on the Franchised Business. You
further agree to promptly accept, implement, use and display in the operation of the
Franchised Business all of those additions, modifications and changes at your-expense.

2. DEVELOPMENT TERRITORY; RESERVED RIGHTS

21 Development Territory. You are granted the non-exclusive right to
use the Marks and the ABRAKADOODLE arts education programs {other than
Additional Programs that you have elected not to market under Section 1.3) in the
Development Territory defined in Attachment 1. You must use your best efforts to solicit
business within the Development Territory for ABRAKADOODLE programs and to
locate, train and supervise sufficient numbers of employees and independent
contractors to provide requested ABRAKADOODLE services and products within the

2
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Development Territory. You must achieve the minimum annual Gross Sales Quotas
specified in Attachment 1 to retain the Franchise. You may not solicit clients in territories
assigned to our other franchisees. You must reasonably restrict your ABRAKADOODLE
advertising, promotion and marketing (including direct mailings, personal visits, leaflets
and signs), and any leads obtained through group advertising or pooled, centralized
telephone arrangements in which you may participate with our other franchisees, to the
ZIP code(s) of the Development Territory. You may advertise and promote the
Franchised Business on the Internet or any comparable electronic network of computers
only as specified in the Operations Manual. During the term of the Franchise, subject to
rights reserved under Sections 2.3 and 2.4, we may not operate a company-owned
business in the Development Territory that offers the same services and products to 20-
month-old to 12-year-old children that you offer; and we may not grant any other person
the right (by franchise, license or otherwise) to operate a business in the Development
Territory that offers the same services or products to 20-month-old to 12-year-old
children that you offer. We may not modify the Development Territory during the term of
the Franchise, but we may modify the Development Territory on renewal (as specified in
Section 3.2) or transfer (as specified in Section 25.2) of the Franchise.

2.2 Requests for Service Within Another Franchisee’s Territory. In
accordance with Section 2.1, you will not solicit clients or promote ABRAKADOODLE
programs in territories assigned to our other franchisees. You will provide services at
host sites within the Development Territory. However, the students at those host sites
may reside in or outside of the Development Territory. If you receive a request for
‘service at a host site in another franchisee's development territory or from a client
seeking a class location in another franchisee’s development territory, you will refer that
request to the other franchisee in accordance with referral procedures specified in the
Operations Manual.

2.3 International, National and Regional Clients. The marketing rights
granted to you in Section 2.1 do not restrict us or our affiliates from contacting
international, national or regional educational or recreational organizations or other
clients with headquarters or locations within the Development Territory for any purpose,
including the purpose of promoting the use or increased use of ABRAKADOODLE
services and products marketed by us or our franchisees, or for the purpose of creating
or servicing a National Account program offering.

2.4  Our Reservations of Rights. We, on behalf of ourselves and our
affiliates, reserve the rights, among others:

(@) to establish and operate, and to grant to others the right to
establish and operate, ABRAKADOODLE businesses anywhere outside of the
Development Territory, including in territories adjacent to the Development Territory;

(b) to offer and sell products under ABRAKADOODLE
trademarks to persons in and outside of the Development Territory;

ABRAKADOODLE-6320313



(c) to -offer and sell different services, under ABRAKADOODLE
trademarks or different trademarks, in or outside of the Development Territory, aithough
we may offer you marketing rights for these services under specified terms and
conditions; and

(d) to acquire or establish, directly or indirectly, businesses
operating under different trademarks in or outside of the Development Territory,
although we may offer you marketing rights as to those businesses under specified
terms and conditions.

3. TERM OF FRANCHISE

3.1 Initial Term. The Franchise will begin on the date we execute this
Agreement and will continue for an initial term of 10 years unless sooner terminated
under Section 26.

3.2 Renewal Terms. You will have the right to renew the Franchise fbr
successive 10-year renewal terms, if: '

-(a) You have given us written notice, not more tha than 1 year
and not less than 180 days before the expiration of the prior term, of your intention to -
renew;

(b}  You are solvent (are able to pay your debts as they come
due and have assets that are greater than your debts), have not abandoned the
Franchised Business, are not operating the Franchised Business in a manner that
endangers public health or safety, have not repeatedly committed defaults of this
Agreement during the prior term that have been noticed by us, have not repeatedly
failed to submit timely reports to us during the prior term, and have not repeatedly
submitted false or incomplete reports to us during the prior term;

(c)  You, or any of your principal officers, partners, or members if
you are a legal entity have not been convicted of a felony or a crime involving moral
turpitude, consumer fraud or any other offense that is reasonably likely, in our sole
judgment, to have an adverse effect on the Marks, the System, the goodwill associated
with the Marks or System, or our interest in the Marks or System; and

(d) You have executed our then-current standard franchise
agreement for the renewal term and paid the renewal fee specified in Section 9.7. You
acknowledge that our then-current standard franchise agreement may contain terms
different from those in this Agreement, including different fees, advertising contributions,
training requirements and quotas. Depending on the then-current demographics of the
Development Territory, and our then-current standards for territories and quotas, if the
Development Territory is larger than our then-current standard urban or suburban
territory we may require you to: (a) accept a Renewal Territory smaller than the
Development Territory, if you do not want higher quotas; (b) accept a Renewal Territory
identical to the Development Territory but with higher quotas; or (c) execute multiple
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franchise agreements with Renewal Territories and quotas that more closely match our
then-current standards for territories and quotas.

4, PERSONAL ATTENTION OF FRANCHISEE OR MANAGER TO
BUSINESS

41 You, or a Manager who has successfully completed all required
ABRAKADOODLE fraining, will personally manage the Franchised Business at all
times. '

4.2 You-understand and agree that the success of the Franchised
Business will depend on personal, continued and full-time attention to the business by
you, or your Manager. Personal, continued and full-time attention will include at least:
availability during normal and peak business periods; participation in the development
and implementation of management and operational policies; and involvement in the
training and supervision of employees and independent contractors to ensure that the
System is followed.

5. ESTABLISHMENT AND MAINTENANCE OF BUSINESS

5.1 You agree to establish the Franchised Business within 30 days
after your successful completion of Business Development Training and to maintain the
Franchised Business continuously after that time; but if you are delayed in establishing
the Franchised Business because of reasons beyond your control, you will provide us
with a written request to- delay opening. The request will state: (1) that a delay is
anticipated; (2) the reasons which have caused the delay; (3) the efforts you are making
to open; and (4) an anticipated opening date. In considering the request, we will not
unreasonably withhold its consent {o a delay, up to a maximum of 60 days, if you have
been diligently pursuing the establishment of the Franchised Business.

5.2 Establishing and maintaining the Franchised Business under
Section 5.1 will involve at least all of the following:

(a) Establishing a home office for the operation of the business
in accordance with the Operations Manual,

(b)  Securing all permits and licenses neces'sary for the
establishment and operation of the business;

(c) Securing adequate telephone service (minimum of one direct
line) for use in the business and an ABRAKADOODLE telephone information listing. No
other business will be transacted or advertised using any telephone number assigned to
the business;

. (d)  Operating voice mail for the business during both business
and non-business hours; ‘

(e) Using your or your Manager’s best efforts to obtain initial
clients for ABRAKADOQODLE programs; and
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{f) Having sufficient staff, equipment, materials and supplies
available to provide requested services and products within the Development Territory.

5.3 As indicated in Section 5.2(a), you are not required to establish or
-maintain a commercial office or art studio for the operation of the Franchised Business.
If choosing to establish and maintain a commercial office and/or art studio, however,
you must: '

(a) Locate a site for the office and/or art studio within the
Develcpment Territory and obtain our prior written approval of the site;

(b) Obtain our prior written approval of any lease or purchase
agreement for the office and/or art studio location, and agree to adhere to all
requirements and standards set forth in our Operations Manual for the furniture, fixtures,
decorations and general appearance of the space;

_ (c) Conform the office to applicable building code requirements
and to our specifications, as modified by you with our prior written consent to fit the
particular site; | ' : ‘

(d) Be responsible for securing all permits and licenses
necessary for the establishment and operaticn of the office;

(e) Obtain our prior written approval of any plans for office
construction or equipment installation, or of any deviations from the plans, to ensure
that the plans or deviations conform to our specifications;

(f) Obtain our prior written approval of an outdoor sign for the
business, and install the sign within 30 days after opening the office; and

(9) On written notice from us, promptly correct any variations
from approved plans or deviatio_ns.

6. CONTINUOUS OPERATION OF BUSINESS

6.1  You must operate the Franchised Business on a continuous basis
throughout the year, and must be open for business each week for the minimum hours
and minimum days specified in the Operations Manual.

7. LIMITATIONS ON ACTIVITIES OF BUSINESS

71 In order to preserve the System and the identification of
- ABRAKADOODLE - businesses operating under the Marks, you agree that the
Franchised Business will not engage in activities other than those approved under the
System. You further agree that you must obtain our prior written consent to offer any
services or sell any products other than those approved under the System.
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‘7.2 You may not engage in any deceptive or unfair trade practice or
other activity, or offer any service or product which is harmful to the goodwill or
reputation of you, us, our franchisees generally, the System or the Marks.

7.3 You may not maintain a website for the Franchised Business on the
Internet or any comparable electronic network of computers. You are permitted to
operate a social media platform or social networking site as long as you obtain our prior
written permission, and adhere to all standards and specifications regarding sociat
media and social networking in our Operations Manual.

8. PRICES CHARGED BY BUSINESS

8.1  You will have the right to offer services and products at any prices
you may determine. If we recommend a retail price, that price is suggested only, and is
in no way binding on you. :

9, FEES PAYABLE TO US

9.1 [nitial Franchise Fee. If this Agreement is not being executed as
part of a renewal or transfer of the Franchise, you must pay to us, by cashier's check,
on execution, a $36;900638,900 initial franchise fee for a standard urban territory. If this
Agreement is for a territory that is larger than a standard urban territory, at our option,
‘we may require you to pay us, by cashier's check, on execution, an additional initial
franchise fee calculated at a rate of $0-350.45 per additional household above 60,000
qualifying households in the Development Territory, such additional initial franchise fee
to be specified on Attachment 1. If this Agreement is for a territory that is defined as a
standard suburban territory, you must pay to us, by cashier's check, on execution, a
$23:40025,400 initia! franchise fee. If this Agreement is for a suburban territory that is
larger than the standard suburban territory, but less than our standard urban territory,
we may require you to pay us, by cashier's check, on execution, an additional initial
franchise fee calculated at a rate of $0.45 per additional household above 20,000
qualifying households (up to 49,999 qualifying households) in the Development
Territory, such additional initial franchise fee to be specified on Attachment 1.

A qualifying household has an annual income of $75,000 or more. If you
already operate a business similar to an ABRAKADOODLE business, or if you have
been employed for a period of at least 1 year by an ABRAKADOODLE business, at our
option, we may reduce the initial franchise fee by $3,000 for an urban territory and
$1,000 for a suburban territory. We also may reduce the initial franchise fee by 10% for
qualified veterans. Except as specified below, the initial franchise fee or any portion of
the fee is non-refundable and fully earned by us when paid. If, before the successful
completion of Business Development Training, we, in our sole and absolute right,
decide that you cannot successfully complete Business Development Training and
should not operate an ABRAKADOODLE business, we may cancel this Agreement. If
we so cancel this Agreement, we will refund the initial franchise fee or any portion of the
fee previously paid, less expenses incurred, if you agree to terms substantially similar to
those in Sections 19.1, 19.9, 20, 21.3, 21.4(b), 21.5-21.8, 27.1-27.2, and 32.
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9.2 Continuing Franchise Fee. You must pay a continuing franchise fee
of 8% of Gross Sales to us (as defined in Section 9.10) in the following manner:

(a) The fee is subject to a monthly minimum of $500 for a
standard urban or suburban territory. The fee may be subject to a higher monthly
minimum if you elect to market Additional Programs under Section 1.3 (see Attachment
1 for the applicable monthly minimum).

(b)  The fee is due and payable by the 10" day of each month for
the preceding month, and begins to accrue in the month in which the Franchised
Business is established.

(c) Each payment of the fee must be accompanied by a
statement in the form specified in the Operations Manual.

9.3 Advertising and Promotional Contributions. See Section 16.

9.4 Training Fees. See Sections 11.2(a),(b) and (d), 11.4 and 11.5.

9.5 . Annuél Conferenée Fee. See Section 11.2(c).
9.6  Audit Fee. See Section 13.7.

9.7 Renewal Fee. If. this Agreement is being executed as part of a
renewal of the Franchise, in lieu of paying the initial franchise fee specified in Section
9.1, you must pay to us on execution, a renewal fee equal to 5% of our then-current
initial franchise fee for a comparable franchise territory. This fee will be non-refundable
and fully earned by us when paid. ‘

9.8  Transfer Fee. See Section 25.2(b)(viil).

9.9 Late Fees. If any sum required to be paid by you to us under this
Agreement is not actually received by us by the due date, we may assess a $25 late
fee, and the unpaid sum will bear interest calculated daily after the due date until paid at
the lesser of a rate equal to 1.5% of the monthly balance of principal and interest, or the
highest rate of interest allowed by law. If the due date for a sum is not specified in this
Agreement, generally it will be the 30th day after the billing date. Any payment received
toward an overdue sum will first be applied to the interest due and will be appilied to the
overdue sum only after all outstanding interest is paid. We may change the late fee by
giving you 30 days' prior written notice. We may not change the late fee more than once
every 12 months. Late fees will be in addition to any other rights or remedies that we
may have under this Agreement or otherwise. Regardless of any designation by you,
we, in our sole and absolute right, may apply any payments by you to any of your past
due indebtedness to us or our affiliates.-See also Section 13.7.

9.10 Gross Sales. For purposes of this Agreement, “Gross Sales” equal
all of the collected receipts of the Franchised Business, including all class fees (whether
for students or for teachers), registration fees, late charges, other amounts received or
charged, and the value of all services or products received, for services provided or
products sold, whether for cash or barter, or on a charge, credit or time basis, but
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excluding excise, sales and use taxes, gross receipts taxes or similar taxes paid by you
based on sales, if those taxes are separately stated when the client is charged, and also
excluding bona fide refunds, allowances or discounts to clients. Refunds or incentive
fees paid to facilities at which ABRAKADOODLE services or products are offered, are
not excluded from “Gross Sales.”

9.11 Withholding of Sums Payable; Prepayment of Certain Fees. You
agree that you will not, on grounds of the alleged nonperformance by us of any of our
obligations under this Agreement, withhold payment of any fee or other sum payable to
us under this Agreement, or of any other sum payable to us or our affiliated companies.
“We may require you to prepay certain fees to us. Currently, when you ‘sign this
Agreement, you must pay to us $3,492 as prepaid monthly minimum continuing
franchise fees ($500 per month), class management program fees (currently $54 per
month ) and technology fees (currently $28 per month) for your first 6 months of
operation (deemed to start 30 days after you complete initial training).

9.12 Equipment, Supplies or Supplier Testing or Inspection, and Grant
or Approval of Equipment, Supplies or Suppliers. See Sectiocn 14.2.

9.13 Replacement Copies of Operations Manual. Currently $60 (subject
to periodic change).

9.14 Class Management Program and Technology Fees. You must pay
fees to us for monthly use of the web-based class management program (or any
comparable future program or software) and for the monthly use of the Intranet that we
provide to you-for use in operating the Franchised Business. ‘

9.15 Initial Materials Fee. You must pay us a non-refundable $5,000
materials fee when you sign this Agreement and if you transfer any interest in you, this
Agreement, any related agreement, the Franchise or the Franchised Business.

9.16 Advertisinq Fee. See Section 16.5

9.17 Reimbursements and Penalty Fees. You must reimburse us for any
charges that we incur on your returned checks, declined charges or similar financial
defaults. You must pay us penaity fees for such defaults and for unpaid invoices to you
for products or services, as outlined in the Operations Manual. Also, see Sections 14.1
(b) and (d).

10. SERVICES AND PRODUCTS FURNISHED BY US

10.1  During the term of the Franchise, we will provide the following:

(a)  Within 30 days of the execution of this Agreement, our initial
packet of materials for establishing an ABRAKADOODLE business (in some cases,
specific materials may take up to 90 days for delivery) (see Section 14.1 for materials
that you must purchase from us);

(b)  Training programs and assistance as described in Section
11;
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(c) Operations Manual as described in Section 12;

(d) Updates to the Operations Manual as described in Section
12;

(e) Specifications for equipment, materials, supplies and
services used under the System, and continued efforts to negotiate purchasing
agreements with suppliers for equipment, materials, supplies and services, as described
in Section 14;

) Samples of initial advertising and promotional materials
(class schedules, ads, brochures, etc.), and assistance in |mplement|ng an initial
advertising and promotional program;

- (9) Periodic efforts to report improvements in the System to you
as they may be developed or acquired by us in our sole and absolute right;

(h)  Continuing assistance by telephone, electronic mail, voice
mail, facsimile, mail, newsletters, or other methods, that we, in our sole and absolute
right, deem reasonable under the circumstances; and

(i) Curriculum, manuals and related materials other than the
Operations Manual which we, in our sole and absolute judgment, may select.

10.2 If requested by you, we will furnish additional guidance and
assistance relative to the operation of the business, other than continuing assistance
provided at no charge, at per diem charges established by us. If special training of
business personnel or other assistance in operating the business is requested by you,
and must take place at the location of the Franchised Business, all expenses for
training, including our then-current per diem charges and all reasonable transportation,
meal and lodging expenses incurred by our personnel supplying the additional
assistance, will be paid by you.

10.3 We may maintain a website or websites on the Internet or any
comparable electronic network of computers to advertise and promete our franchise
system and products and services marketed by us and our franchisees. We may permit
you to establish a website, of our design, as part of our website(s) and/or to establish an
email link to you from our website(s). We may maintain an Intranet for use by our
franchisees. Any representations and warranties of any kind whatsoever, express or
implied, regarding our website(s), including representations and warranties as to the
operation, functionality, lack of interruption or resources of our website(s), are expressly
excluded. Without limiting the foregoing, we disclaim any implied warranties of
merchantability and fitness for a particular purpose as to our website(s). As to any
malfunctioning of our website(s), we will not be liable to you for any consequential,
incidental, indirect, economic, special, exemplary or punitive damages, such as, but not
limited to, loss of revenue or anticipated profits or lost business, even if you have
advised us that such damages are possible as a result of any breach of warranty or
malfunction.
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10.4 Our obligations under this Agreement are to you. No other person
or entity, directly, indirectly or by subrogation, may rely on, enforce or obtain relief under
this Agreement for any default by us.

11.  TRAINING

11.1 You and your employees and independent contractors must
maintain the standards of skill, efficiency and quality associated with the System.

11.2 To assist you in establishing and maintaining those standards, we
will provide training as follows:

(a) We will provide you and your original Manager, if any,
Business Development Training for the operation of an ABRAKADOODLE business, at
a location designated by us. You and your original Manager, if any, must successfully
complete Quick Start training activities before attending Business Development training.
Business Development training will be of 5 business days’ duration. You and your
original Manager, if any, must successfully complete both Quick Start training activities
" and Business Development training to our satisfaction before opening the Franchised
Business. We will bear the cost of providing Quick Start training materials and Business
Development Training, including the cost of basic training materials, but you must bear
the cost of trainees’ wages and benefits, and trainees’ travel, lodging and meal
expenses while attending Business Development Training; and provided, however, that
if you wish to send additional trainees, you must also pay us our then-current training
fee for each additional trainee at Business Development Training.

(b) If the original or any succeeding Manager leaves your
employ, a replacement Manager must successfully complete Quick Start training
activities in order to attend Business Development training at a location designated by
us, subject to scheduling by us, within 8 weeks of the date of replacement. You must
bear the cost of the succeeding Manager's wages and benefits, and travel, lodging, and
meal expenses. If we must provide Business Development Training to a succeeding
Manager within 2 years of providing Business Development Training to a prior Manager,
you must pay us our then-current training fee, as to that succeeding Manager training.

(¢)  We will conduct an annual conference for our franchisees to
discuss and review new business, marketing, technology and educational ideas and
concepts. The conference may be held on a regional, national or international basis. We
will provide you with notice of the time and place of the conference, which time and
place will be determined by us. You (or if you are not an individual, your principal
operating officer or partner) or your Manager must attend the conference. For each of
your representatives attending the conference, you must pay a non-refundable per-
attendee fee to us equal to the approximate out-of-pocket cost of holding the
conference, and also must pay all wages and benefits, and all travel, lodging and meal
expenses, of your attendees.
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(d)  You and your Manager, if any, must successfully complete
remedial or follow-up training if, in our sole and absolute judgment, that training is
necessary. As to that remedial or follow-up training, you must pay our then-current
training fees, and must bear the cost of you and your Manager's wages and benefits,
and travel, lodging and meal expenses. If remedial or follow-up training is held within
the Development Territory, you also must bear the then-current per diem charges for
our trainers and the actual and reasonable travel, lodging and meal expenses of those
trainers.

11.3 Except as otherwise stated in this Section 11, you are responsible
for ftraining instructors, employees and independent contractors other than your
Managers.

11.4 If our trainers are requested by you to give -any Business
Development Training, remedial or follow-up fraining at your location, you must pay
those trainers' per diem fees, and their actual and reasonable travel, lodging and meal
expenses. ’

11.5 We may require you to make reservations for trainees or attendees
in advance of any training or conference. We may require deposits for those
reservations (which may be refunded or, in our sole and absolute right, applied toward
training or conference fees) and may charge cancellation fees if reservations are
cancelled.

12.  OPERATIONS MANUALS; ADDITIONAL MANUALS AND MATERIALS

12.1 We have developed a copyrighted Operations Manual containing
mandatory and suggested specifications, standards, procedures and rules applicable to
the System. The Operations Manual is and will remain our exclusive property, and is
merely loaned to you for the term of the Franchise. We may also loan to you additional
manuals and materials developed by us related to aspects of the System. In order to
protect our reputation and goodwill, the System and the Marks, you must operate the
Franchised Business in strict conformance with the Operations Manual and any
additional manuals or materials developed by us that are loaned to you.

12.2 You acknowledge that the System may be modified by us, and that
modifications to the System may require modifications to the Operations Manual and to
any additional manuals or materials developed by us, as long as those modifications do
not unreasonably increase your obligations under this Agreement or place excessive
economic burdens on the Franchised Business. You agree to operate the Franchised
Business in strict conformance with any modifications to the Operations Manual and any
additional manuals or materials developed by us. Modifications will be effective on
receipt by you, uniess otherwise stated by us.

, 12.3 The provisions of the Operations Manual, including the mandatory
specifications, standards, procedures and rules applicable to the System, and any
modifications that are made by us, constitute provisions of this Agreement as if fully set
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forth in this Agreement. All references in this Agreement to the provisions of the
Operations Manual mean the provisions of the Operations Manual, including all
modifications and mandatory and recommended specifications, standards, procedures
~and rules, as of the time they are in effect.

12.4 You must at all times ensure that your copies of the Operations
Manual and any additional manuals or materials developed by us are up-to-date and
kept in a secure place. If there is any dispute as to their contents, the terms of the
master copies of the Operations Manual, and any additional manuals or materials
developed by us and maintained at our headquarters, will be controlling.

12.5 You must treat the Operations Manual, any additional manuals or
materials developed by us and ioaned to you that are designated as “confidential,” and
the information in those manuals and materials, as confidential, and must take all
reasonable precauticns to maintain the confidentiality of those manuals and materials.
You may not, without our prior written consent, copy, duplicate, record or otherwise
reproduce the Operations Manual or any additional manual or material developed by us,
in whole or in part, or otherwise make the same available to any person who is not
bound by the confidentiality terms of this Agreement or who has not signed a separate
confidentiality agreement (see Section 20.2 and Attachment 5).

13. ACCOUNTING PROCEDURES

13.1 - You must use a computerized reccrd-ke_eping system as prescribed
- by us. ' '

13.2 You recognize the importance of financial and statistical analysis,
. and agree to provide us with monthly sales reports (by the 10th of each month for the
preceding month) in the forms prescribed in the Operations Manual. All financia
information provided by you to-us must be prepared in accordance with accounting
methods acceptable to us, consistently applied.

13.3 You must provide us annually, within 3 months after your fiscal year
end, with a statement of revenues, expenses and income (or loss) for the year, and a
statement of assets and liabilities as of the end of the year, which statements must be
prepared in accordance with accounting methods acceptable to us, consistently applied.
At our option, we may require this statement to be prepared by an independent certified
public accountant in accordance with the standards for a compilation or review.
Simultaneously with this statement, you must provide us with copies of all tax returns
filed by you for the year as to the Franchised Business, including federal and state
income tax returns, and with the business names, contact names, addresses and
telephone numbers for all facilities at which ABRAKADOODLE services and products
were offered by you at any time during the year.

13.4 You must submit to us any other financial or statistical reports,
records, statements or information that we may reasonably deem to be required or
desirable, in the forms and at the times and places reasonably specified by us, in the
Operations Manual or otherwise in writing. We may specify that you use software or
web-based applications that give us independent access to your records.
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13.5 All financial or statistical information provided by you to us must be
accurate and correct in all material respects.

13.6  We will have the right to use any financial or statistical information
provided by you, as we deem appropriate. We will not identify you as the source of that
information, and will not disclose any information shown in any of your tax returns (other
than information disclosed in other documents submitted to us) except: (i) with your
permission; (ii} as required by law or compulsory order; or (iii} in connection with audits
or collections under this Agreement. ‘

13.7 We or our designated agents will have the right, at all reasonable
times, to examine, copy and audit your books, records and tax returns and the books,
records and tax returns of the Franchised Business. If an examination or audit discloses
any underpayment of any fee, you must promptly pay the deficient amount plus interest
calculated daily from the due date until paid at the lesser of a rate equal to 172% of the
monthly balance of principal and interest or the highest rate of interest allowed by law. If
an examination or audit discloses an underpayment or understatement of any amount
due us by 3% or more for any 3-month period, or if the examination or audit is made
necessary by your failure to furnish required information or documents to us in a timely
manner, you must, in addition, reimburse us for the cost of having your books examined
or audited. If an examination or audit discloses an underpayment or understatement of
any amount due us by 5% or more for any 3-month period, we will have the right to
terminate the Franchise under Section 26:2(n). These rights and remedies will be in
addition to any other rights or remedies we may have under this Agreement or
otherwise.

13.8 During and after the term of the Franchise, you must maintain and
preserve all books, records and accounts of the Franchised Business for at least 5
years after the close of the fiscal year to which the books, records and accounts relate.

14. EQUIPMENT, MATERIALS, SUPPLIES AND SERVICES

14.1 You may generally purchase your equipment, materials, supplies
and services from whomever you decide, except that:

(@) You must subscribe to an on-line combuter network as
prescribed by us.

(b)  You must use equipment, materials, supplies and services
which meet specifications prescribed by us in the Operations Manual. These
specifications may include specific brand names and products or designate approved
suppliers. The purpose of these specifications is to protect and maintain the quality of
ABRAKADOODLE materials and classes, and the goodwill of the System and the
Marks. We may charge you penalty fees if you fail to use equipment, materials, supplies
or services prescribed by us in the Operations Manual, or if you use; offer for sale or sell
products or services that are not approved or prescribed by us in the Operations
Manual.
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(c) You must use software and/or web-based and/or other
programs meeting the specifications that we periodically prescribe |n our Operations
Manual or otherwise in writing.

(d)  You must purchase equipment, materials or supplies with
our trademarks from us or suppliers that we approve or designate, and you must
purchase an initial packet of materials from us when you sign this Agreement. We may
charge you penalty fees if you fail to use the required equipment, materials or supplies
with our trademarks, including if you, your teachers, your managers or your students fail
to wear ABRAKADOODLE branded apparel in class.

14.2 We reserve the right to inspect and re-inspect the products,
supplies and facilities of your suppliers, to determine their conformity with this Section
14.-We will maintain and make available to you a list of certain equipment, materials,
supplies and services which meet our specifications. We may modify this list. If you
desire to use items or services not on the list, you will so notify us in writing before using
the items or services and, if we so request, will provide us samples of the items or
services and any relevant data. At your option, we will test any item or service to
determine whether it meets the required specifications and will notify you accordingly
within a reasonable time. You will reimburse us for our expenses relating to item or
service testing or grant or approval of items or services, and for the then-current per
diem charges for our personnel. If we determine that any item or service does not meet
the required specifications, you agree that you will not use the item or service in the
Franchised Business. The supplier of any item or service proposed for use by you under
this Section 14.2 may be required to demonstrate to our reasonable satisfaction that:

(a}  the supplier meets our specifications, including its quality,
quantity, warranty, variety, service and safety specifications, for the item or service and
for the facilities used in the production and distribution of the item or service.

: (b) the supplier has the capacity to supply franchisee
requirements;

(c) the supplier has a sound financial condition and business
reputation; and

(dy the subplier will supply items or services to a sufficient
number of our franchisees to enable us to economically monitor compliance by the
supplier with our specifications.

14.3 We or our related companies may offer to sell to you items or
services used in operating an ABRAKADOODLE business, which may be purchased by
you at your option. We or our related companies will endeavor, to the extent we are able
to do so based on total purchases by our franchisees, to negotiate volume-purchasing
arrangements for items and services, and to offer them fo our franchisees at prices not
otherwise generally available to the franchisees.
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14.4 Unless specifically stated otherwise in writing, we do not provide
any warranty or guarantee to you or any third party for any item or service which we
may sell or provide to you, and you may not make any representation to the contrary to
any third party. If we are able to secure from any manufacturer any warranty, guarantee
or assumption of liability which we are authorized to convey to you, we will so notify you.

14.5 Security deposits or advance payments may be required by us or
our related companies as to purchases of items or services by you. You agree to pay all
invoices rendered by us or our related companies for items or services within 30 days
after the dates of the invoices. |

15. DESIGN AND APPEARANCE OF BUSINESS

15.1  You are not required to establish a commercial office or art studio
for the operation of the Franchised Business. If, however, you choose to establish and
maintain a commercial office and/or art studio, you acknowledge that the design and
appearance of the office and/or art studio must be in conformity with the design and
appearance of other offices and art studios within the System, must meet our approval
and must be subject to the requirements and standards set forth in our Operations
Manual.

15.2 You may make no change toc your commercial office and/or art
studio design or appearance without our prior written consent, and must maintain and
renovate periodically, at your expense, the interior and exterior of the office and/or art
studio in the manner reasonably prescribed by us so as to maintain standards of design
and appearance consistent with the image of the System. We will have the right to
require remodeling changes to the office and/or art studio at your expense no more
often than once every 5 years, but you will not be required to make any changes if the
remodeling would occur within 1 year of the expiration date of any term of the
Franchise.

15.3 You agree to purchase or lease, and to display at your commercial
office and/or art studio, whether attached to a building or free-standing, only signs,
emblems, logos, lettering and pictorial materials that are in accordance with
specifications prescribed by us in the Operations Manual or otherwise in writing, subject
to changes for which we have given our prior written consent. We have the right to
revise the specifications for signs, emblems, logos, lettering and pictorial materials, and
you must -promptly alter your signs, etc., at your location to conform with the revised
specifications. The alterations will be at your expense if revisions are required no more
often than once every 3 years.

15.4 You must maintain your commercial office and/or art studio and all
adjacent areas in good, clean, attractive and safe condition at all times. You must, at
your expense, undertake all maintenance and make all repairs, replacements,
alterations and additions as may be required for that purpose, including periodic
cleaning, repainting, repairs and replacement of - obsolete fixtures, furnishings,
equipment, materials and supplies as we may reasonably require.
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15.5 You, at your or your employees’ expense, will cause your
instructors, employees and independent contractors to present themselves to clients
and prospective clients, in terms of general appearance, dress and accessories, in
accordance with written standards prescribed by us in the Operations Manual or
otherwise in writing. :

16. ADVERTISING AND PROMOTION

16.1 Recognizing the value of marketing and the importance of the
-standardization of promotions and public relations programs to the furtherance of the
goodwill and public image of the System and the Marks, you agree to contribute, on a
monthly basis during the term of the Franchise, 1% of Gross Sales to a system-wide
advertising and promotional fund (“Fund”).

16.2 The Fund will be maintained as follows:

(a)  You will contribute to the Fund on or before the 10" day of
each month based on Gross Sales for the preceding month.

(b)  Any company-owned ABRAKADOODLE businesses will
make centributions to the Fund on a basis at least equal to that described in Section
16.1. : ‘ '

(¢) We will direct all advertising and promotional programs, with
the sole and absolute right of approval over agencies, spokespersons, creative
concepts, materials, and media placements and allocations used in the programs. You
agree that the Fund is intended to maximize general public recognition and acceptance
of the Marks for the benefit of the System, and that we and our designees undertake no
obligation in administering the Fund to make expenditures for you which are equivalent
or proportionate to your contributions, or to ensure that you benefit directly or pro rata
from the placement of advertising.

{(d)  You agree that the Fund may be used to meet the costs of
researching, preparing, maintaining, administering and directing advertising and
promotional materials and programs (including the costs of preparing and providing
promotional brochures and other marketing materials to franchisees in the System). All
sums contributed to the Fund will be maintained in a separate account from our general
funds and will not be used to defray our general operating expenses, except for
reasonable administrative costs and overhead incurred in activities related to the
administration or direction of the Fund (up to 15%), including conducting market
research, preparing and distributing advertising and promotional materials, and
collecting and accounting for contributions to the Fund.

(e) If we expend less than the total of all contributions to the
Fund during any fiscal year, we will have the right to retain those contributions for use in
subsequent years. If we expend more than the contributions accumulated in the Fund
during any fiscal year, we will have the right to receive from the Fund, reimbursement or
credit during the same or subsequent years to the extent of the excess expenditure.
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, (f) An unaudited summary report on the operation of the Fu'nd
will be prepared annually and will be made available to you on request 90 to 120 days
after fiscal year end. ‘

(g)  Although the Fund is intended to be of perpetual duration,
we retain the right to terminate the Fund. The Fund will not be terminated, however,
until all contributions have been used for the purposes described above or returned to
contributors on a prorated basis. '

16.3 If you use advertising or use promotional materials, those
advertising and promotional materials must be dignified and conform to specifications in
the Operations Manual. If prescribed advertising or promotional materials are available
from us, you may not use any materials other than those prescribed by us, and must
pay all reasonable fees and expenses associated with the provision of those materials.
Otherwise, you must submit samples to us (by fax, or by receipted mail or delivery
service) and obtain our prior written approval (except as to prices to be charged), of all
advertising and promotional materials (including direct mailings, leaflets, brochures, any
approved on-line media, signs, audios, videos and CDs}) that you desire to use and that
have not been prepared or previously approved by us. If written disapproval is not
received by you (by fax, or by receipted mail or delivery service) within 10 days after our
receipt of the materials, we will be deemed to have given the required approval. If any
advertising or promotional materials previously approved by us are later disapproved,
you must discontinue their use promptly on written notice from us.

16.4 You must spend at least 1% of your monthly Gross Sales on local
advertising in your territory. '

16.5 When you sign this Agreement, you must pay us a non-refundable
1-time $600 advertising fee.

16.6 When you sign this Agreement, you must sign the Listing
Agreement (Attachment 4) in connection with the Franchised Business.

17. INSURANCE

17.1  You must secure before opening the Franchised Business, and
then must continuously maintain during the term of the Franchise, insurance at your
expense, as follows:

: (&) Worker's compensation or S|m|lar insurance as required by
the law of the state or jurisdiction in which you are engaged in business. This insurance
must be maintained for trainees, as well as for those employed or engaged in the
operation of the Franchised Business.

(b)  Automobile liability insurance with a $500,000 combined
single limit or a $250,000/$500,000 split limit.
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(c) Comprehensive general liability insurance with a limit of at
least $1,000,000.

{(d) If maintaining a commercial office and/or art studio,
insurance on the office and/or art studio, equipment (except portable equipment),
materials and supplies, for loss or damage by fire, windstorm, flood and other risks
usually insured against by the owners or lessors of similar property. The insurance must
be for at least 90% of the replacement cost of the property. Unless a written waiver is
obtained from us, any ABRAKADOODLE office or art studio sustaining loss or damage
must be repaired, restored or rebuilt within 60 days of the date of the loss or damage.
You must provide proof of adequate insurance prior to occupancy of any office or art
studio.

17.2 If circumstances require for the protection of you and us, we, in our
sole and absolute right, may increase or modify the insurance limits noted above and
may require additional types of insurance. If we determine that any required insurance

“is not generally available to you at a cost which we, in our sole and absolute judgment,
deem to be reasonable, then we may modify the insurance requirements to prowde for
lower limits until the insurance becomes available at a reasonable cost.

17.3 Each insurance policy maintained by you for the Franchised
Business must: name you as the insured; name us, and our affiliates, successors,
assigns, shareholders, partners, officers, directors, employees and agents as additional
insureds (we wiil provide you with a list after you sign the franchise agreement); require
the insurer to defend each person or entity if there is a claim; provide. that any liability
coverage afforded applies separately to each person or entity against which a claim is
brought as though a separate policy had been issued to that person or entity; contain no
provision which limits or reduces coverage if there is a claim by one or more additional
-insured, or by reason of any insurance which may be maintained by us; and provide
coverage for your indemnification obligation under Section 24.2 of this Agreement.
Coverage for the additional insureds will apply on a primary basis irrespective of any
other insurance, whether collectable or not. All insurance policies must be issued by
insurance companies with performance ratings of at least A+ as rated in the most recent
edition of Best's Insurance Reports or comparable publication.

17.4 Within 30 days after opening the Franchised Business and then
annually when annual financial statements are provided, you must furnish to us a then-
current copy of each insurance policy, including all amendments and endorsements,
evidencing the limits noted above or as then required, and proof of premium payments,
and providing that the insurance will not be cancelled, amended or modified without 30
days’ prior written notice to us, together with evidence of payment of premiums.

17.5 You may not reduce any insurance limit, restrict any insurance
coverage, or cancel, aiter or amend any insurance policy without our prior written
consent. If you fail to obtain or maintain any required insurance, you agree that we may,
but are not obligated, to obtain the insurance and that you will reimburse us for the cost
of the insurance, and for any reasonable expenses incurred in procuring the insurance,
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within 30 days of the date of our invoice. You expressly waive any objection to our
purchase of insurance under this Section.

18. LEGAL COMPLIANCE, TAXES, LICENSES, UTILITIES AND OTHER
OBLIGATIONS

18.1 You must comply with all laws applicable to the operation of the
Franchised Business, including all administrative and governmental regulations relating
to -fictional business names, occupational hazards, health, consumer protection, and
unfair or deceptive practices, securing and promptly paying for all licenses, permits and
inspections, and promptly paying all withholding, unemployment, occupational, privilege,
license, sales, use and income taxes and the like, including all taxes and fees levied
and asserted on your business property, and all water, sewer, gas, telephone, electric,
power and other utility charges assessed or charged to the Franchised Business.

18.2 - You must promptly satisfy any other indebtedness that you incur in
‘operating the Franchised Business.

18.3 You must promptly notify us of the commencement of any. action,
suit or proceeding, or of the issuance of any order, writ, injunction, award or decree of
any court, agency or other governmental instrumentality that may adversely affect the
operation of the Franchised Business.

18.4 If there is any bona fide dispute as to any liability for taxes
assessed or other indebtedness, you may contest the validity of the amount of the tax or
indebtedness in accordance with procedures of the taxing authority or applicable law;
however, you may not permit a tax sale or seizure by levy of execution or similar writ or
warrant, or attachment by a creditor to occur against the premises of the Franchised
Business or any of its improvements.

19. PROPRIETARY MARKS

19.1 The Marks are our exclusive property. You acknowledge that your
‘use of the Marks is a temporary authorized use under franchise and that we retain all
ownership interests in the Marks and all goodwill generated by the Marks. All uses of
the Marks by you will_inure to our benefit. You agree to use the Marks only in
accordance with the terms of this Agreement and acknowledge that the use of the
Marks outside the scope of the terms of this Agreement without our prior written
consent, is an infringement of our exclusive right, title and interest in and to the Marks.
You agree that during the term of the Franchise, and after the repurchase, expiration or
termination of the Franchise, you will not, directly or indirectly, commit an act of
infringement or contest or aid others in contesting the validity, distinctiveness,
secondary meaning, ownership or enforceability of the Marks, or take any other action
in derogation of the Marks, and that no monetary amount will be assigned as
attributable to any goodwill associated with your use of the System or the Marks.

19.2 You must provide services and products to the public under the
service mark, trademark and trade name “ABRAKADOODLE." Except as we permit in
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writing, you may not use any Mark, any derivation or medified version of any Mark, or
any confusingly similar mark or name: as part of any corporate, partnership, firm or
other business name, website address, email address, domain name or other
identification in any print, electronic or other medium; or with any prefix, suffix or other
modifying word, term, symbol or design. You agree to execute, during or after the term
of the Franchise, at our request, any consents necessary for the registration of our
corporate name in the state where you conduct the Franchised Business.

19.3 You agree that when any Mark is affixed to any packaging or point
of sale display, or is used in advertising or promotional materials, the Mark will be
accompanied either by an appropriate notice immediately following the Mark (“TM” if on
a product package and “SM” if advertising a service) or by an asterisk immediately
following the Mark and the legend “*Service mark or trademark of Abrakadoodie, Inc. (or
other appropriate corporate name)” printed on or in the package, display, advertisement
or materiai. A suitably abbreviated form of the legend, approved by us, may be used
where space restrictions so require. If a Certificate of Registration is received by us from
the United States Patent and Trademark Office for any Mark, the symbol “®" will be
substituted for the notices described above, and the word “Registered” will precede the
word “service” in the legend described above, as required by written notice from us to
you. :

19.4 If it becomes advisable at any time, in our sole and absolute
judgment, for the business to modify or discontinue use of any Mark and/or to use one
or more additional or substitute service marks, trademarks, trade names or trade
dresses, you agree to comply with our directions to modify or otherwise discontinue the
use of the Mark, and/or to use one or more additional or substitute service marks,
trademarks, trade names or trade dresses, within a reasonable time after receiving
notice from us. You will be responsible for the costs of modifying or discontinuing the
use of any trademark, service mark or trade name, or using one or more substitute
trademarks, service marks or trade names. We will not be responsible for reimbursing
you for any loss of goodwill in connection with the modification or discontinuation of any
trademark, service mark or trade name.

19.5 During the term of the Franchise, in conjunction with the use of any
Mark, you must identify yourself as the operator of the Franchised Business on
letterhead sheets, invoices, order forms, receipts, contracts and similar documents, and,
where required by us, on signs. The form and content of the identification must comply
with specifications in the Operations Manual.

19.6 During the term of the Franchise, you must file and maintain
requisite trade name or fictitious name registrations, and must execute any documents
deemed necessary by us or our counsel to obtain protection for the Marks or maintain
their continued validity and enforceability.

"~ 19.7 You must promptly notify us of any use, by any person or entity
other than us or another of our franchisees, of any Mark or any name or mark
confusingly similar to any Mark.
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19.8 You must promptly notify us of any litigation brought or threatened
by any person or entity against you, involving any Mark. If we, in our sole and absolute
judgment, undertake the defense or settlement of that litigation or claim, we will do so at
our own expense, but you agree to execute any documents, and to render any
assistance (excluding financial assistance) as may, in the sole and absolute right of our
counsel, be reasonably necessary to carry out the defense or settlement. If the defense
does not involve issues concerning the operation of your business, we will reimburse
you for all reasonable out-of-pocket costs incurred in connection with assisting in the
defense or settlement.

19.9 You agree that the use of any Mark contrary to any term of this
Agreement is an act of infringement, and that the use will cause irreparable injury to us
and entitle us to an order of specific performance and/or a temporary, preliminary or
permanent injunction, without bond, from a court or agency of competent jurisdiction,
court costs, reasonable expenses of litigation, reasonable attorneys’ fees, and any other
appropriate relief.

20. TRADE SECRETS AND CONFIDENTIAL INFORMATION

20.1 You acknowledge that the System involves trade secrets owned by
us and that, during your relationship with us, you will acquire knowledge of confidential
information, including know-how, sales, organizational, operational and other
information concerning the System.

. .20.2 You agree that, without our prior written consent, you will never
either during or after the term of the Franchise, use or allow the use of any trade secret
or confidential information except in connection with the operation of the Franchised
Business by persons actively involved in the operation of the business. You further
agree that you will not disclose the contents of any manuals, plans, records or other
documents relating to the Franchised Business to any third party, except a party who is
actively involved in the operation of the business and who has a valid need for
disclosure. Any third party or employee to whom a trade secret or confidential
information is disclosed will be informed that the trade secret or confidential information
is confidential and proprietary to us and that it may not be used except under a
franchise agreement with us. You must have each of your Managers, supervisory
employees and independent contractors, and persons attending Business Development
Training enter into a Confidentiality and Noncompetition Agreement substantially similar
to Attachment 5. ’

20.3 You agree to promptly reveal to us discoveries, inventions,
innovations or improvements made by you, or, for any of your Managers, instructors,
employees or independent contractors relating to materials, devices, methods or
processes in any way connected with the System, and further agree that all proprietary
interests in the information, materials, devices, methods, techniques, know-how and
processes utilizing those discoveries, inventions, innovations and improvements will be
our property.
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20.4 You agree that use of any trade secret or confidential information
contrary to any term of this Agreement is an act of infringement, and that the use will
cause irreparable injury to us and entitle us to an order of specific performance and/or a
temporary, preliminary or permanent injunction, without bond, from a court or agency of
competent jurisdiction, court costs, reasonable expenses of litigation, reasonable
attorneys’ fees, and any other appropriate relief. You agree that your only remedy if an
injunction is entered against you will be the dissolution of that injunction, if warranted,
upon due hearing, and expressly waive all claims for damages caused by the wrongful
issuance of any injunction.

21, NONCOMPETITION

21.1  Unless otherwise specified in this Agreement, the term “you” in this
Section 21 includes, collectively and individually, each shareholder, member, partner,
officer and/or director ("principal"), and each direct or indirect holder (and each principal
of each holder) of any beneficial interest in you, if you are a legal entity.

21.2 You agree that during the term of the Franchise, you will not,
directly or indirectly, for yourself, or through, on behalf of or in conjunction with any
person or entity, divert or attempt to divert any business or customer of the Franchised
Business to any competitor or other person by direct or indirect inducement or
otherwise, but this Section 21 will not prevent you from referring customers in good faith
to other businesses, including competitors’ businesses, that may be able to provide
those customers with services or products not available from the Franchised Business.

21.3 You agree that during the term of the Franchise, and for an
uninterrupted period of 1 year after repurchase, expiration or termination of the
Franchise, regardless of the cause of repurchase, expiration or termination, you will not,
without our prior written consent, directly or indirectly, for yourself, or through, on behalf
of or in conjunction with any person or entity, employ, engage as an independent
contractor, or seek to employ or engage as an independent contractor, any person who,
within the prior 6 months, has been an employee or independent contractor of us or any
of our franchisees, or induce or seek to induce any person who is an employee or
independent contractor of us or any of our franchisees, to leave his or her employment
or engagement. :

21.4 You acknowledge: that certain methods of doing business and
other elements comprising the System are unique and distinctive, and have been
developed by us at great effort, skill, time and expense; that you will have regular and
continuing access to valuable trade secrets, confidential information and valuable
training regarding the System; and that you recognize your continuing obligation to
promote the Franchised Business. You accordingly agree as foliows:

: (@) During the term of the Franchise, you will not, without our
prior written consent, directly or indirectly, for yourself, or through, on behalf of or in
conjunction with any other person or entity: own, operate, engage in, have any interest .
in, be employed by or perform any service for any business located in the United States
or abroad which offers, or which franchises or licenses others to offer, services or
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products that are the same as or substantially similar to services or products that are or
could be offered by you under this Agreement; or use the trademarks of any third party
in connection with the ABRAKADOODLE business, unless you have obtained our prior
written consent.

(b)  You agree that, for an uninterrupted period of 2 years after
the expiration or termination of the Franchise, regardless of the cause of expiration or
termination, you will not, without our prior written consent, directly or indirectly, for
yourself, or through, on behalf of or in conjunction with any other person or entity, own,
operate, engage in, have any interest in, be employed by or perform any service for any
business, which offers, or which franchises or licenses others to offer, services or
‘products that are the same as or substantially similar to services or products that were
or could have been offered by you under this Agreement, and which operates: (1) within
the Development Territory, or (2) within the development territory of any other
ABRAKADOODLE business operating or in planning at the time of expiration or
termination.

21.5 You acknowledge that your violation of any term of this Section 21
will cause irreparabile injury to us for which no adequate remedy at law is available. You
accordingly consent to the issuance of an order of specific performance and/or a
temporary, preliminary or permanent injunction, without bond, prohibiting any conduct
by you in violation of any term of this Section 21.

21.6 Each term and subpart of a term of this Section 21 is independent
of each other term and subpart of a term of this Agreement. If a term or subpart of a
term of this Section 21 is held unreasonable or unenforceable by any court, agency or
other tribunal of competent jurisdiction, you agree to be bound by any lesser term or
subpart that imposes the maximum duty permitted by law, as if the resulting lesser term
or subpart were separately stated in this Section 21, and also agree to be bound by
each other subpart of a term of this Agreement. -

_ 21.7 You acknowledge that we may, in our sole and absolute right,
reduce the scope of any term or subpart of any term in this Section 21 without your
consent, effective immediately on written notice from us, and you agree that you will
promptly comply with any term or subpart so modified, which will be fully enforceable
notwithstanding any other term or subpart of this Agreement.

21.8 You agree that any claim you may have against us, whether or not
related to the Franchised Business, will not be a defense to the enforcement by us of
any term of this Section 21. You further agree that we will be entitled to set off any
amounts owed by us to you against any loss or damage to us arising from your breach
of this Agreement, including this Section 21.

21.9 This Section 21 will not apply to any ownership by you of less than
a 5% beneficial interest in the outstanding equity securities of any publicly held
corporation.
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- 21.10 You must have each of your Managers and supervisory employees
and independent contractors enter into a Confldentlallty and Noncompetition Agreement -
substantially similar to Attachment 5.

22. INSPECTION BY US

22.1 Our field representative or designee may make an announced or
unannounced inspection of the Franchised Business at any reasonable time to ensure
compliance with all terms of this Agreement, which inspection may include interviews of
your Manager, instructors, employees and independent contractors to ascertain their
knowledge of and compliance with the System, as well as interviews with your clients to
determine their level of satisfaction. You agree that the field representative or designee
will be allowed to take a physical inventory of the assets of the Franchised Business,
and to inspect any records of the Franchised Business, including your books and
financial accounts, at any time during normal business hours. Any inspection will be
made at the expense of us or our designee, but if we or our designee must make 2
inspections concerning your repeated or continuing failure to comply with this
Agreement, we will have the right to charge you for the costs of making all further
inspections concerning your failure to comply, including travel expenses, room, board
and compensation of our field representative or our designee. At the conclusion of his or
* her inspection, the field representative or designee will prepare a written report. You (or
if you are not an individual, your principal operating officer or partner), if present, or your
Manager, will be given a copy of the report and will sign a second copy to be sent to us,
on which he or she may acknowledge or contest the field representative’s or designee’s
conclusions and observations.

22.2 During any inspection, you agree to cooperate fully and to give any
assistance reasonably requested. Promptly after receiving notice of any deficiencies
detected in an inspection, you agree to take steps necessary to correct the deficiencies,
including if necessary the temporary closing of the Franchised Business. Without
limiting our other rights and remedies, we will have the right, if you fail or refuse to act
promptly, to make or cause to be made any required corrections and to charge the
costs of correction to you.

23. FRANCHISEE AS INDEPENDENT CONTRACTOR

23.1 This Agreement does not create a partnership, joint venture,
fiduciary, parent/subsidiary, principal/agent or employer/employee relationship between
"~ us and you. You will be an independent contractor with entire control and direction of
the Franchised Business, subject only to the terms of this Agreement and the related
agreements. The Franchised Business will be totally separate from any business that
may be operated by us. You will conspicuously identify yourself in all dealings with
clients, suppliers, public officials, your personnel and others as the independent owner
and operator of the business under a franchise granted by us, and will place notices of
independent ownership and operation on signs, forms, business cards, stationery,
advertising and other materials as we may require. We will have no right to hire or fire
any of your employees or independent contractors or to exercise any control over those
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employees or independent contractors, all of whom will be entirely under your control
and direction and you will be responsible for their acts and omissions.

23.2 No party to this Agreement may make any representation tending
to create an apparent partnership, joint venture, fiduciary, parent/subsidiary,
principal/agent or employer/ employee relationship between us and you. No party may
act for or on behalf of any other party in any manner to create obligations or debts
binding on the other party, or may make any agreement, warranty or representation on
" behalf of any other party. No party is responsible for any obligations, debts or expenses
of any other party.

24. INDEMNIFICATION

. 241 We must indemnify you, your affiliates, successors and assigns,
and your principals, for any expenses arising out of any claim for copyright or trademark
infringement or unfair competition directly or indirectly related to your authorized use of
our materials or the Marks under this Agreement and the provisions of the Operations
Manual, if you notify us in writing within 30 days, or within any shorter period necessary
to avoid prejudice, after learning of the claim, and also if we are given the opportunity, if
we so choose, in our scle and absolute right, to control the settlement or defense of the
claim. You may not settle any claim to which this Section 24.1 applies without our prior
written consent. '

24.2 You must indemnify us, our affiliates, successors and assigns, and
our principals, for any expenses arising out of any claim directly or indirectly related to
your operation of the Franchised Business or performance or lack of performance under
this Agreement, if the claim does not arise from our negligent or wrongful conduct. You
also must promptly notify us of any claim by or against you directly or indirectly refated
to your operation of the Franchised Business and, on request, must furnish us with
copies of any filings in any proceeding involving the claim.

24.3 As used in this Section 24, the word “expenses” includes all losses,
compensatory, exemplary or punitive damages, fines, charges, costs, lost profits,
attorneys’ fees, accountants’ fees, expert witness fees, expenses, court costs,
settlement amounts, judgments, compensation for damages to reputation or goodwill,
costs of or resulting from delays, financing, costs of advertising material and media
time/space, and costs of changing, substituting or replacing the same, and costs of
recall, refunds, compensation and public notices.

24.4 The indemnification obligations of us and you will survive the
expiration or termination of the Franchise for as long as any potential for liability under
any applicable law, rule, ordinance, statute or judicial decision remains. In this regard, to
the maximum extent permitted by law, we and you each waive the effect of any statute
of limitation which would, by lapse of time, limit our indemnification obligations.
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25. TRANSFERS OF INTEREST

25.1 Transfer by Us. We may sell, assign, transfer, convey, give away,
pledge, hypothecate, mortgage or otherwise encumber (“transfer”) all or any part of our
- rights, interests or obligations in this Agreement to any person or entity.

25.2 Transfer by You.

(a) Your rights and obligations under this Agreement are
personal to you, and we have granted the Franchise in reliance on your and/or your
principals’ business skill, financial capacity, personal character, and reputation for
honesty, integrity and fair dealing. Accordingly, you, and your successors, assigns, and
principals, may not transfer any interest in you, in this Agreement or any related
agreement, in the Franchise or the Franchised Business, without our prior written
consent. Any purported transfer not having our prior written consent will bé null and
void.

(b) "We will not unreasonably withhold our consent tc a transfer
of any interest in you, this Agreement, any related agreement, the Franchise or the
Franchised Business, but if a transfer, alone or together with other previous,
simultaneous or proposed transfers, would have the effect of transferring either a
controlling interest in or operating control of you, this Agreement, any related
agreement, the Franchise or the Franchised Business, we may, in our sole and absolute
right, require as conditions to its consent that:

(i) You are in compliance with the terms of this
Agreement;

(ii) The transferee (including any person with a beneficial
interest in the transferee if it is a legal entity) has demonstrated to our satisfaction that it
meets the then-current standards which we would normally apply to any prospective
franchisee. The transferee, for example, has demonstrated that it meets our
educational, personal, managerial and business standards; possesses a goocd moral
character and a good business reputation; has the aptitude and ability to conduct the
Franchised Business {(as may be shown by prior related experience); has adequate
_financial resources and capital to pay a fair and reasonable price for the franchise and
to operate the Franchised Business; is financially responsible and has a good credit
rating; will be likely in our sole and absolute judgment to comply with the terms of this
Agreement and our then-current standard franchise agreement and Operations Manual;
and has no direct or indirect connection with any actual or potential competitor of us or
any of our franchisees;

(iif) Your debts to us and others relating to the Franchised
Business have been satisfied;

(iv)  You and the transferor have executed a general
release, in a form satisfactory to us, of any claims against us and our principals, in their
corporate and individual capacities (see Attachment 7);
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(v) The transferee (including any person with a beneficial
interest in the transferee if it is a legal entity) has entered into a written transfer
agreement, in a form satisfactory to us, assuming and agreeing to discharge your
and/or the transferor's obligations under this Agreement and any related agreements;

(viy  The transferee (including any person with a beneficial
interest in the transferee if it is a legal entity) executes our then-current standard
franchise agreement (excluding any requirement to pay an initial franchise fee) and
related agreements (including any guaranty agreements). The then-current franchise
agreement may have the same term expiration date of this Agreement, but may contain
terms substantially different from those in this Agreement, including different fees,
advertising contributions, training requirements, territory(ies) and quotas. Depending on
the then-current demographics of the Development Territory, and on our then-current
standards for territories and quotas, if the Development Territory is larger than our then-
current standard urban or suburban territory, we may require the transferee to: (a)
accept a Transfer Territory smaller than the Development Territory, if the transferee
does not want higher quotas; (b) accept a Transfer Territory identical to the
Development Territory but with higher quotas; or (c) execute multiple franchise
agreements with Transfer Territories and quotas that more closely match our then-
current standards for territories and quotas.

(vii) The transferee and its Manager, if any, have agreed
to successfully complete (at the transferee’s expense and to our satisfaction) any then-
current initial training programs;

(viii) You or the transferor has paid, in lieu of paying the

initial franchise fee specified in Section 9.1, a transfer fee equal to 8% of the total
sales price, including all eguigment, goodwillI materials and all other elements of

the sale. This fee is subject to a minimum transfer fee that is equal to 30% of our
then-current initial franchise fee for a comparable franchise territory;—plus,_Additional

fees include our then-current initial materials fee, and full reimbursement for any actual
and reasonable travel, lodging and meal expenses incurred by us in connection with the
transfer,;

(ix) We have decided not to exercise our right of first
refusal, if any, under Section 25.5;

(x) -You have updated your equipment, materials and
supplies to our then-current specifications in the Operations Manual;

(xi) We have consented to the material terms and
conditions of the fransfer, including the price and terms of payment, which will not be so
burdensome as to adversely affect the operation of the Franchised Business by the
transferee;

(xii)y  If any part of the sale price of any transferred interest
is to be financed, the transferor will have agreed that all obligations of the transferee
under any promissory notes, agreements or security interests reserved by the transferor
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in the assets of the Franchised Business will be subordinate to the obligations of the
transferee to pay continuing franchise fees, advertising contributions and other amounts
due to us and our affiliated companies, or otherwise to comply with this Agreement or
the franchise agreement executed by the transferee; and

(xiii) You or your transferee has paid all applicable broker
fees, if a broker was involved in the transaction.

(c) . Except as specified below, the transfer fee specified in
Section 25.2(b)(viii} is non-refundable and fully earned by us when paid. If, before the
completion of the transferee’s initial training, we, in our sole and absclute right, decide
that transferee should not operate an ABRAKADOODLE business, we may cancel this
Agreement or the transferee’'s then-current franchise agreement. If we so cancel this
Agreement or the transferee’s then-current franchise agreement, we will refund the
transfer fee, less expenses incurred, if the transferee agrees to terms substantially
similar to those in Sections 19.1, 19.9, 20, 21.3, 21.4(b), 21.5-21.8, 27.1-27.2, and 32.

(d)  No transfer in the nature of a grant of a security interest in
you, this Agreement, any related agreement, the Franchise or the Franchised Business
will be permitted without our prior written consent, in our sole and absolute right. If we
consent to a transfer in the nature of a grant of a security interest, and if the holder of
the security interest later seeks to exercise your right or assume the interest of you in

.the Franchise, this Agreement, any related agreement, you or the Franchised Business
due to a default under any documents related to the security interest, we will have the
option to purchase the rights of the secured party by paying all sums then due to the
secured party, and the secured party will sign an agreement to that effect before any
transfer takes place.

- 25.3 Transfer to Franchisee’s Legal Entity. If a proposed transfer is to a
legal entity controlled by you which is formed solely for the convenience of ownership,
our consent to the transfer may, in our sole and absoluie right, be conditioned on the
following requirements:

(&) The legal entity’s activities will be confined exclusively to
operating the Franchised Business;

(b)  You will own a majority stock interest or partnership interest
in the transferee legal entity, and will act as its principal operating officer, member,
shareholder or partner;

(c) Each stock certificate, evidence of ownership, or certificate
of interest will have conspicuously endorsed on its face a statement in a form
satisfactory to us that it is held subject to, and that further transfer is subject to, all
restrictions on transfers in this Agreement;

(d)  All principals will jointly and severally guarantee the legal
entity's performance and will bind themselves to the terms of this Agreement and any
related agreements;
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(e)  You will maintain a then-current list of all principals and
beneficial owners, and furnish the list to us on request; and

)] Copies of the transferee's Certificate and Articles of
Incorporation, Certificate and Articles of Organization, Certificate and Agreement of
Partnership, By-Laws, resolution authorizing entry into this Agreement and any other
significant governing documents, promptly will be furnished to us.

25.4 Transfer and _Issuance of Securities. If you are a legal entity, you
will maintain stop transfer instructions . against the transfer of any stock certificate,
certificate of interest, or evidence of ownership contrary to the terms of this Section 25,
and will issue no certificate on the face of which the following statement does not legibly
and conspicuously appear:

The transfer of this [stock certificate, certificate of interest, or
evidence of ownership] is subject to the terms of a Franchise
Agreement dated between Abrakadoodle,
Inc. and [the legal entity].

25.5 Qur Right of First Refusal.

(a) If you or any other person or entity at any time determines to
sell an interest in you, the Franchise or the Franchised Business, a true and complete
copy of the offer (and any proposed ancillary agreements) will immediately be submitted
to us by you or the other person or entity involved. The offer must apply only to an
interest in you, the Franchise or the Franchised Business. It must not include the
purchase of any of your other property or rights (or those of your principal), but if the
offeror proposes to buy any other of your property or rights (or those of your principal)
under a separate, contemporaneous offer, the price and terms of purchase offered to
you (or to your principal) for the interest in you, the Franchise or the Franchised
Business will reflect the bona fide price offered and will not reflect any value for any
other property or rights. We will have the right, exercisable by written notice delivered to .
you, or the person or entity involved, within 30 days after receipt of the copy of the offer,
to purchase the interest for the price and on the terms and conditions contained in the
offer, but we may substitute cash, a cash equivalent, or marketable securities of equal
vaiue for any form of payment proposed in the offer. Our credit will be deemed equal to
the credit of any proposed purchaser, and we will have not less than 60 days to prepare
for closing. If the parties cannot agree on a cash equivalent within a reasonable time,
they will either jointly select one appraiser, or three appraisers will be selected (one by
us, one by you, and one jointly by the 1st two appraisers), and his, her or their
determination will be binding. The parties will share equally the fees and expenses of
any appraiser jointly selected, but each must pay any separately selected appraiser
individually. We will be entitled to purchase the interest subject to all customary
representations and warranties given by the seller of the assets of a business or voting
stock of an incorporated business, as applicable, including representations and
warranties as to ownership, condition and title to stock and/or assets, liens and
encumbrances relating to the stock and/or assets, validity of contracts, and liabilities,
contingent or otherwise, of any corporation whose stock is purchased. If we do not
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exercise our right of first refusal, you or the person or entity involved may complete the
sale to the purchaser under the terms of the offer subject to our consent to the transfer
under Section 25.2(b), but if the sale to the purchaser is not completed within 120 days
after receipt of the offer by us, or if there is a material change in the terms of the sale,
we will have an additional right of first refusal for 30 days on the same terms and
conditions as were applicable to the initial right of first refusal.

(b) If a proposed transferee is the spouse, child or parent of the
proposed transferor, or is a person or entity already holding an equity interest in you or
the Franchised Business, as of the date of this Agreement, that has been disclosed to
us, we will not have any right of first refusal as provided in Section 25.5(a), unless the
proposed transferee has a direct or indirect connection with any actual or potential
competitor of us or any of our franchisees. However, written notification of this type of
transfer must be provided to us by the transferor at least 30 days before consummation
of that transfer.

25.6 Transfer On Death, Permanent Incapacity or Dissclution. On the
death or permanent incapacity of any person with an interest in you, this Agreement,
any related agreement, the Franchise or the Franchised Business, or on your
dissolution if you are a legal entity, the executor, administrator, personal representative
or trustee (“personal representative”) of that person or entity will transfer his, her or its
interest to a third party acceptable to us within 180 days after assuming that capacity.
Any transfer of this type, including a transfer by devise or inheritance, will be subject to
the same requirements as other transfers under this Agreement, but if the transfer is to
a spouse, child or parent, the fee required under Section 25.2(b)(viii) will not be
required. If the personal representative is unable to meet these conditions, the personal
representative of that deceased person will have an additional 60 days to dispose of the.
interest, which disposition will be subject to the requirements for transfers in this
Agreement, including the requirements of this Section 25. If the interest is not disposed
of within the additional 60 days (a total of 240 days after the death or permanent
incapacity of any person with an interest in you), we may terminate this Agreement, or
may exercise an option to purchase the Franchised Business at fair market value,
determined by reference to the income and asset value of the Franchised Business as a
going concern, but the earnings multiple used to determine the going concern value will
be reduced to exclude any goodwill associated with your use of the Marks. The going
concern value, which will be determined as of the date of the transfer, will be payable in
cash or cash equivalent at closing, unless otherwise agreed by the parties. If the parties
fail to agree on a going concern value, three appraisers will be designated (one by
Franchisor, one by the personal representative, and one by the first two appraisers),
and their determination will be binding. The parties will share the appraisers’ fees and
expenses equally.

25.7 Non-Waiver of Claims. Our consent to a transfer of any interest in
you, this Agreement, any related agreement, the Franchise or the Franchised Business
will not be a waiver of any claims we may have against the transferring party, nor will it
be a waiver of our right to demand the transferee’s compliance with the terms of this
Agreement.
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26. DEFAULT AND TERMINATION

26.1 Automatic Termination. Except as may be prohibited by federal
bankruptcy law or applicable state law, you will be deemed to be in default under this
Agreement, and the Franchise will automatically terminate without notice to you, if you
make a general assignment for the benefit of creditors, suffer the filing of an involuntary
" bankruptcy petition which is not dismissed within 60 days after filing, file a voluntary
bankruptcy petition, are adjudicated a bankrupt, or suffer temporary or permanent court-
appointed receivership of substantially all of your property; if suit to foreclose any lien or
mortgage against the premises or equipment of your business is instituted and not
dismissed within 30 days; if the premises or equipment of your business is sold after
levy thereupon by any sheriff, marshal or constable; or if you (or a principal, if you are a
legal entity) are convicted of a crime involving moral turpitude.

26.2 - Termination Upon Notice. Except as may be prohibited by federal
bankruptcy law or applicable state law, you will be in default and we may, in our sole
and absolute right, terminate the Franchise, without giving you any opportunity to cure
the default, effective immediately on giving written notice of termination to you, if:

(a)  You are insolvent (are unable to pay your debts as they
come due or have debts that are greater than your assets) and not otherwise subject to
automatic termination under Section 26.1; v

(b) You, without our prior written consent, cease to operate the
Franchised Business; :

(c)  You (or your principal, if you are a legal entity) are convicted
of a felony, a crime involving consumer fraud, or any other crime that is reasonably
likely, in our sole and absolute judgment, to have an adverse effect on the System, the
Marks, the goodwill associated with the System or the Marks, or our interest in the
System or the Marks;

(d)  The operation of the Franchised Business is creating a
threat or danger to public health or safety, or we know or reasonably suspect that you
(or your principal, if you are a legal entity) are abusing drugs or alcohol, or otherwise
engaged in activities that could pose a danger to children or have an adverse effect on
the goodwill associated with the System or the Marks;

(e) You have repeatedly failed to make timely payments of
continuing franchise fees or any other monies owed to us, or have repeatedly
committed defaults of this Agreement, within 12 months of any prior default for which we
have given you written notice;

(f) You knowingly make a material false or incomplete
statement in any report submitted to us;

(g) We discover that you knowingly made a material false or
incomplete statement to us to obtain the Franchise;
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(h)  You or any other person or entity purportedly transfer any
interest contrary to Section 25;

(i) You participate in in-term competition contrary to Section 21,

)] You improperly disclose the contents of the Operations
Manual or any octher information learned or received under this Agreement and
designated as “confidential”, contrary to Section 12 or 20;

(k) An approved transfer is not effected following death,
permanent incapacity or dissolution as required by Section 25.6;

)] You suffer any federal, state or local tax lien, levy or suit to
enforce the same brought against you or your property;

-(m)  You fail to open for business within the period specified in
Section 5.1 of this Agreement; or

(n)  You underpay or under-report any amount by 5% or more for
any 3-month period. ‘

26.3 Termination After Notice and 30-Day Opportunity to Cure. You will
have 30 days, or any greater period permitted by us or required by law, to cure any
default for which we have given written notice of termination to you under this Section
26.3, and to provide us with evidence of the cure. If a default is not cured within that
period, the Franchise will terminate without the need for further notice to you, effective
immediately on the expiration of the cure period. We may give written notice of
termination under this Section 26.3 for any failure by you to comply with any term of this
Agreement or any requirement in the Operations Manual. Defaults may incliude, for
example, if: '

(@)  You fail, refuse or neglect to pay to us or any affiliated
company any sum owing when due, or to submit to us any required information when
due;

(b)  You fail to maintain any standard, specification or procedure
required to be maintained or followed by this Agreement or the Operations Manual,

(c) You fail, refuse or neglect {o obtain our prior written
acceptance, approval or consent as required by this Agreement;

(d)  You misuse or make any unauthorized use of the System or
the Marks, or otherwise materially impair the goodwill associated with or our rights in the
System or the Marks; :

(e)  You or your Manager fail to cbmply with the requirement of
personal attention in Section 4;
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(f) You fail to maintain books and records as specified in the
Operations Manual and other manuals, and in a manner which permits an accurate
determination of Gross Sales; or

(g)  You fail, refuse or neglect to pay to any third party, including
any major supplier, or government taxing or licensing authority, any sum owing when
due, or to satisfy any other material obligation relating to the Franchised Business.

26.4 Termination For Failure To Meet Minimum Annual Gross Sales
Quota. Except for the first 12 months of operation, if you fail to meet a minimum annual
Gross Sales Quota (see Attachment 1) for any calendar year thereafter, we may give
written notice of default to you within 6 months of the end of the period, putting you on
notice that you should take action to increase Gross Sales. If you fail to meet the
minimum annual Gross Sales Quota for the next calendar year, we may give written
notice of termination to you within 6 months of the end of that calendar year, and you
will have 6 months in which to transfer the Franchise to an independent third party in
accordance with the terms of Section 25 2 of this Agreement or to close your
Franchised Busmess

26.5 Termination With Cause by Franchisee. You may terminate the
Franchise with cause, if we have materially defaulted in the performance of any material
obligation under this Agreement, and if:

(a)  You have given us written notice of termination; and

(b)  We have failed to cure a noticed default within 60 days after
the notice is given; but if we will be delayed, hindered in or prevented from the
performance of any act required by the notice because of strike, labor trouble, inability
to procure materials, restrictive governmental law or regulation, riot, insurrection, war or
act of war, default of another party, or other reason beyond our control, then
performance of the act will be excused for the period of delay, and the period of
performance of the act will be extended for a period equivalent to the period of the
delay.

26.6 Termination Without Cause by Franchrsee You may terminate the
Franchise without cause at any time, if:

(a)  You have given us 60 days’ written notice of termination;

(b)  You have satisfied your monetary obligations to us and all
other suppliers and clients of your Franchised Business; and

(c) You have executed a general release, in a form satisfactory
to us, of all claims against us and our partners, shareholders, officers, directors, .
employees and agents, in their corporate and individual capacities (see Attachment 7).
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27. OBLIGATIONS ON REPURCHASE, EXPIRATION OR TERMINATION

27.1 On repurchase, expiration or termination of the Franchise, in
addition to fulfilling your other continuing obligations under this Agreement:

(a)  You promptly will surrender to us or our designee, or, if
directed by us, destroy and immediately discontinue the use of, any materials or
designations indicating or intending to indicate in any way that you are our franchisee
and discontinue any advertising (whether Internet, radio, television, newspaper, print or
otherwise) which may in any way identify you with our services or products;

(b)  You immediately and permanently will discontinue use of the
System and any information received under this Agreement and designated as
“confidential’;

‘ (c) You promptly will deliver to us or our designee the
Operations Manual and all other manuals, bulletins, instruction sheets, forms, devices,
client, employee and independent contractor lists, and written materials, and all copies
of the same, received by you under this Agreement;

(d)  You promptly will pay all charges due for telephone services
and listings that contain or use the Marks or otherwise used in connection with the
Franchised Business , and assign those telephone listings to us or our designee in
accordance with the Transfer of Service Authorization, unless we have waived our right
to any such assignment(s);

(e)  You promptly will pay all charges due for on-line computer
network (Internet service provider) services, and cause any appropriate Internet or
comparable authority (such as InterNIC) to assign to us ownership of any email
address(es), domain name(s), social media platform(s) or other electronic identifier(s)
containing the Marks or otherwise used in connection with the Franchised Business in
accordance with the Transfer of Service Authorization, unless we have waived our right
to any such assignment(s);

(f You promptly will cease using the Marks in any form,
including any previously authorized Internet use of the Marks, and take any action
necessary to cancel any assumed name or equivalent registration that contains the
mark ABRAKADOODLE or any other Mark, and submit to us proof of cancellation within
30 days after repurchase, expiration or termination.

27.2 You and we will make a prompt and final accounting on expiration
or termination of the Franchise. Any sums owed under this Agreement, any sums
related to the Franchised Business owed to third parties, and any other sums related to
the Franchised Business owed for judgments or otherwise, promptly will be paid by the
owing party.
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28. ENTIRE AGREEMENT; EXECUTION DATE; MODIFICATION

28.1 This Agreement and its attachments are the entire agreement of
the parties, superseding all prior written or oral agreements of the parties concerning
the same subject matter, and superseding all prior written or oral representations made
to you, except representations made to you in our Franchise Disclosure Document
(including its exhibits and any updates or amendments). Nothing in this Agreement
requires you to waive reliance on the representations made in the Franchise Disclosure
Document. The terms of this Agreement are binding on the parties, and on their heirs,
executors, administrators, successors and assigns.

28.2 The execution date of this Agreement is the date it is countersigned
by us.

28.3 Except as otherwise specified in this Agreement, this Agreement
may not be modified except in a written agreement of at least equal formality signed by
the parties.

29. INTERPRETATION

29.1 The caption headings of this Agreement are for convenience only
and should in no way affect the manner in which any term of this Agreement is
interpreted.

29.2 Whenever the context requires, the singular includes the plu'ral, the
plural includes the singular, the whole includes any part, and any gender includes all
other genders.

29.3 The following words have the foIIowing meanings in this Agreement
and any related agreements: ‘“including” means “including but not limited to”; “will”
means “shall”; and “repeatedly” means “at least 3 times”.

29.4 Whenever this Agreement gives us the right to perform an act in the
future, that act may be performed “from time to time”, when we choose, in our sole and
absolute right, unless stated otherwise in this Agreement.

29.5 If two or more partles sign this Agreement for you or as guarantors
for you, their liability is joint and several.

29.6 This Agreement is governed by the Federal Arbitration Act (9
U.S.C. §1 et seq.) and the laws of the Commonwealth of Virginia; but if any term of this
Agreement not governed by the Federal Arbitration Act is not enforceable under the
laws of the Commonwealth of Virginia, that term is governed by the laws of the state in
which the largest portion of the Development Territory is located. If the Development
Territory is wholly outside the Commonwealth of Virginia, the Virginia Retail Franchising
Act and its regulations will not apply.

30. PARTIAL INVALIDITY

30.1 If any Section of this Agreement is determined to be wholly invalid,
that determination will not be deemed to affect the validity of any other Section. The
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parties agree that the remaining Sections will be deemed to be in full force and effect as
if they had been executed by the parties after removal of the invalid Section. If any
Section is determined to be partially invalid, the remainder of that Section will continue
to be enforceable if in accordance with the intent of the parties.

30.2 If any applicable and binding law or rule of any jurisdiction requires
greater prior notice of the termination of or refusal to renew the Franchise than is
required by this Agreement or the taking of some other action not required by this
Agreement, or if under any applicable and binding law or rule of any jurisdiction, any
provision of this Agreement or any specification, standard or operating procedure
prescribed by us is invalid or unenforceable, the notice and/or action required by the law
or rule will be substituted for the notice or action requirements of this Agreement, or the
invalid or unenforceable provision, specification, standard or operating procedure will be
‘modified to the extent required to be valid and enforceable. The modifications to this
Agreement will be effective only in the jurisdiction requiring them, and this Agreement
will be enforced as originaily made and entered into in all other jurisdictions.

31. WAIVER AND ESTOPPEL

31.1 No failure of us to exercise any right reserved to us under this
Agreement, or to insist on compliance by you with any term of this Agreement, and no
custom or practice of the parties at variance with any term of this Agreement, will
constitute a waiver of our right to demand compliance with any term of this Agreement.
Waiver by us of any default will not affect or impair our rights as to any subsequent
default of the same or a different nature; nor will any delay, forbearance or omission by
us to exercise any right as to any default of any term of this Agreement affect, impair or
be a waiver by us of any right as to any subsequent default. Our rights and remedies
under this Agreement are cumulative, and our exercise or enforcement of any right or
remedy under this Agreement will not preclude us from exercising or enforcing any
other right or remedy to which we are entitled.

32. ARBITRATION; ENFORCEMENT

32.1 Except as otherwise specified in this Agreement, the parties agree
that any dispute between them, or any claim by one or more of them, concerning this
Agreement, any related agreement, the Franchise or the Franchised Business that
cannot be settled through negotiation or voluntary mediation, will be resolved solely and
exclusively by binding arbitration initiated at and supervised by the American Arbitration
Association (“AAA”) office nearest our home office at the time, unless agreed otherwise
by the parties.

322  Arbitration will be conducted under the then-prevailing commercial
arbitration rules of the AAA by 1 arbitrator. Any arbitration hearing will take place at the
AAA office nearest our home office at the time, and will be conducted on an individual,
not a class-wide, basis. No arbitration award will have any preclusionary or collateral
estoppel effect in any other arbitration or adjudicatory proceeding. Judgment on an
arbitration award may be entered in any court of competent jurisdiction, and will be
binding, final and non-appealable.

37
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32.3 If any dispute or claim cannct be the subject of arbitration, the
parties agree that the dispute or claim will be separated from all other disputes and
claims, which other disputes and claims will first be resolved by arbitration, after which
any dispute or claim which cannot be the subject of arbitration will be brought before
any court specified in Section 32.7. If the parties are unable to separate out these
matters, their allegations and positions on them will be brought before the arbitrator(s),
who will rule separately on the matters, and that ruling will be subject to appropriate
judicial review on the petition of a party.

32.4 Nothing in this Section 32 will prevent us from obtaining temporary,
preliminary or permanent injunctive relief, without bond, from a court or agency of
competent jurisdiction against actual or threatened conduct causing loss or damage that
can be remedied under usual equity rules.

32.5 If any arbitration, any action for any dispute or claim which cannot
be the subject of arbitration, or any action for injunctive relief is started concerning this
Agreement, any related agreement, the Franchise or the Franchised Business, the party
which substantially prevails in that arbitration or action will be entitied to a judgment
against the other party for the costs of the arbitration or action, including reasonable
attorneys’ fees, reasonable expenses of arbitration or litigation, and arbitration or court
costs.

32.6 Any claim concerning the Franchised Business, the Franchise or
this Agreement or any. related agreement will be barred unless an arbitration or an
action for a claim that cannot. be the subject of arbitration is commenced within 2 years
after the date on which you or we knew or should have known, in the exercise of
reasonable diligence, of the facts giving rise to the claim.

32.7 You and we each waive, to the fullest extent permitted by law,
any right or claim for any punitive or exemplary damages against the other, and
agree that if there is a dispute with the other, each party will be limited to the
recovery of actual damages sustained by it. You and we each irrevocably waive
trial by jury in any action, whether at law or equity, brought by either party. You
and we each also agree that any action brought by either party relating to this
Agreement, any related agreement, the Franchise or the Franchised Business will
be brought in a state or federal court of general jurisdiction in the county or city
in which our home office is located at the time. You irrevocably submit to the
jurisdiction of these courts and waive any objections you may have to the venue
of these courts.

Your Initials

33. NOTICES

33.1  Any notice required to be given under this Agreement will be
deemed to be given when delivered: by certified, registered or other receipted mail; by
fax; by receipted courier or delivery service; by telegram; or personally. If delivery has
not occurred after at least two of these methods have been used, any notice required to
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be given under this Agreement will be deemed to be given 3 days after being posted by
first-class mail, postage prepaid.

33.2 Notices to us will be sent to our address as stated in this
Agreement or to any other address we may specify to you in writing. Notices to you will
be sent to the address of the Franchised Business as stated in this Agreement or any
other address you may specify to us in writing.

34. ACCEPTANCES, APPROVALS AND CONSENTS

34.1 Acceptances, approvals and consents required by this Agreement
will not be unreasonably withheld or delayed. )

34.2 Whenever this Agreement requires our prior acceptance, approval,
or consent, you will make a timely written request to us for the acceptance, approval or
consent, which will be obtained in writing.

34.3 We assume no liability or obligation to you by providing any
acceptance, approval, consent or suggestion to you, or by delaying action on or denying
any request for an acceptance, approval or consent.

35. ACKNOWLEDGEMENTS BY FRANCHISEE
35.1 You acknowledge that:

(a) You have represented to us that neither you nor any of
your owners have been designated as suspected terrorists as set forth on the list
of Specially Designated Nationals as promulgated by the Office for Asset Control
under the U.S. Department of Treasury.

Your Initials

(b) You have conducted an independent investigation of the
business contemplated by this Agreement and recognize that it involves
significant risks, making the success of the business largely dependent on your
abilities and attention. We expressly disclaim the making of, and you
acknowledge that you have not received or relied on, any representation,
warranty or guarantee, expressed or implied, as to the potential sales, profits or
success of the Franchised Business, except any financial performance
representations contained in Item 19 of our Franchise Disclosure Document.

Your Initials

(¢) In entering into this Agreement, you have not relied on
any representation by us, or any of our officers, directors, partners, shareholders,
employees or agents concerning the Franchised Business which are contrary to
the terms of this Agreement or any related agreements (including attachments),
or the representations in the Franchise Disclosure Document that we provided to
you.

Your Initials
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(d) You (and each of your principals, if you are a legal
entity) have read and understood this Agreement and all related agreements; we
have fully and adequately explained the terms of each to your satisfaction; and
we have accorded you ample time and opportunity to consult, and you have
consulted, with existing franchisees, and with financial, legal and other advisors
of your own choosing, about the potential benefits and risks of entering into the
Franchised Business.

Your Initials

(e) You acknowledge that complete and detailed uniformity
among our franchisees under varying conditions may be inadvisable, impractical
or impossible, and accordingly agree that we, in our sole and absolute right, may
modify or vary aspects of the System as to any franchisee or group of
franchisees based on, for example, local sales potential, demographics,
- competition, business practices or other conditions. You further agree that we
will have no obligation to disclose or offer the same or similar variances to you.
You are aware that other ABRAKADOODLE franchisees may operate under
different agreements and, consequently, that our obligations and rights as to
those franchisees may differ materially in certain circumstances.

Your Initials

f You have received our Franchise Disclosure Document,
including our standard franchise agreement and all related agreements, at least
14 calendar days before signing this Agreement or making any payment to us.

Your Initials

(g) ~ You have received a substantially complete version of
this Agreement and all related agreements at least 7 calendar days before signing
this Agreement, if the terms of this Agreement are materially different from the
terms in our standard franchise agreement, and if those materially different terms
did not arise out of negotiations initiated at your request. If the terms of this
Agreement are materially different from the terms of our standard franchise
agreement, we have informed you of the differences between this Agreement and
our standard franchise agreement at least 7 calendar days before you signed this
Agreement.

Your Initials

(h) You have made no payment to us before the execution
of this Agreement.
Your Initials
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Each &f the undersigned agrees to the terms of this Agreement.

FRANCHISEE (“You”)

Name:

Name:

Date Franchise Agreement Received:

Date Franchise Agreement Signed:

ABRAKADOODLE, INC. (“We)
By:

If(s:

Date Franchise Agreement Signed:
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RIDER FOR USE IN ILLINOIS

THIS RIDER is entered into by ABRAKADOODLE, INC., a Virginia corporation with its
principal office at 4890—R9beFt~—Eu4ten—DFwe4§jl3jLMeﬂl_E[aza Suite 205;
Reston110, Sterling, Virginia 2019420166 (‘we” ,"us"or"our’), and ___ “our”), and

whose address is

(Hyou” Or “yOur”)_ .

1. Section 3.2 is modified to include the following paragraph:

(fy The conditions under which the franchise can be
terminated and the parties' rights on non-renewal may be
affected by lliinois law, 815 ILCS 705/19 and 705/20.

2. Section 26 is modified to include the following paragraph:

26.7 The conditions under which the franchise can be
terminated and the parties' rights on termination may be
affected by Illinois law, 815 ILCS 705/19 and 705/20.

3. Section 29.6 is modified by the addition of the following Ianguage:

In accordance with lllinois Rule § 200.608, lllinois law (in
particular, § 41 of the lllinois Franchise Disclosure Act) applies
where the provisions of the franchise agreement are
inconsistent with lllincis law.

4. Section 32.7 is modified by the addition of the following language:
Any provision in a franchise agreement which designates
jurisdiction or venue in a forum outside of lllinois is void as to
any cause of action which otherwise is enforceable in lllinois,
but a franchise agreement may prowde for arbitration in a
forum outside of lllinois.

5. Sections 35.1(a), (b), (e) and (f) are deleted in their entirety.
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Each of the undersigned agrees to the terms of this Rider.

FRANCHISEE ("YOU")

Name(s):

Date Rider Received:

Date Rider Signed:

ABRAKADOODLE, INC. (“We)
By:

Its:

Date Rider Signed:
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RIDER FOR USE IN MARYLAND

THIS RIDER'is entered into by ABRAKADOODLE, INC., a Virginia corporation with its principal
office at 1800 ReoberFultonDrive46030 Manekin Plaza, Suite 205—Resien110, Sterling,

Virginia 28649420166 (“we”, "us" or "our”), and

whose address is

1.

(“you” or “your”).

Sections 25.2b(iv), Transfer by You, and 26.6¢, Termination Without Cause by

Franchisee, are modified to add the following sentence:

The general release required as a condition of transfer or on termination by you without
cause shall not apply to any claim arising under the Maryland Franchise Registration and
Disclosure Law. '

The 3rd sentence in Section 32.7 is revised to add the following sentence:

* But you and we each agree that any action based on any claim arising under the Maryland

Franchise Registration and Disclosure Law may be brought in a court in Maryland.

. The following Section 32.8 is added:

32.8 Franchisee understands that any claim arising under the Maryland Franchise
Registration and Disclosure Law must be brought within 3 years after the grant of the
Franchise.

The following Section 35.2 is added:

352 The acknowledgements in Sectio'n 35.1 in no way constitute a release, estoppel or

waiver by Franchisee of its rights under the Maryland Franchise Registration and
Disclosure Law.

Each of the undersigned agrees to the terms of this Rider.

FRANCHISEE ("YOU")

Name(s):

‘Date Rider Received:

Date Rider Signeq:

ABRAKADOODLE, INC. (“We)

By:
Its:

Date Rider Signed:
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RIDER FOR USE IN MINNESOTA

THIS RIDER is entered into by ABRAKADOODLE, INC., a Virginia corporatiocn with its
principal office at 1800—ReberdFulion—Drive46030 Manekin Plaza, Suite 205
Reston110, Sterling, Virginia 28648420166 (“we”, "us" or "our”), and

whose address is

(“you” or “your”).

1. Section 19.9 is deleted in its entirety and replaced with the following paragraph:

19.9 You agree that the use of any Mark contrary to any term of this
Agreement is an act of infringement, and that the use will entitle us to seek
an order of specific performance and/or a temporary, preliminary or
permanent injunction, without bond, from a court or agency of competent
jurisdiction, court costs, reasonable expenses of litigation, reasonable
attomney's fees, and any other appropriate relief.

2. Section 20.4, the 1% sentence, is deleted in its entirety and replaced with the
following paragraph:

20.4 You agree that use of any trade secret or confidential information
contrary to any term of this Agreement is an act of infringement, and wili
entitle us to seek an order of specific performance and/or a temporary,
preliminary or permanent injunction, without bond, from a court or agency of
competent jurisdiction, court costs, reasonable expenses of litigation,
reasonable attorney's fees, and any other appropriate relief.

3. Section 21.5 is deleted in its entirety and replaced with the following paragraph:

21.5 You acknowledge that we are entitled to seek the issuance of an order
of specific performance and/or a temporary, preliminary or permanent
injunction, without bond, prohibiting any conduct by you in violation of any
term of this Section 21.

4, Section 25.2(b)(iv) is modified to add ", except any claims arising under the
Minnesota Franchise Act”. :

5. Section 26 is modified to include the following paragraph:
With respect to franchises governed by Minnesota law, we will comply with
Minn. Stat. Sect. 80C.14, subds. 3, 4 and 5, which require, except in certain

specified cases, that you be given 90 days! notice of termination (with 60
days to cure) and 180 days! notice for nonrenewal of the franchise.
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6. Section 29.6 is modified to include the following sentence:

Minn. Stat. £§ 80C.21 and Minn. Rule 2860.4400J prohibit us from requiring
litigation to be conducted outside Minnesota. In addition, nothing in the
disclosure document or franchise agreement can abrogate or reduce any of
your rights as provided for in Minnesota Statutes, Chapter 80C, or your
rights to any procedure, forum or remedies provided for by the laws of the
jurisdiction.

7. Section 32.4 is modified by deleting the words "from obtaining” and substituting in
their place the words "from seeking to obtain”.

8. Section 32.7 is modified by deleting the last 3 sentences.

9, Section 32.8 is added:

. 32.9 Minn. Stat. 2§ 80C.21 and Minn. Rule 2860.4400J prohibit us from
requiring litigation to be conducted outside Minnesota. In addition, nothing in
the disclosure document or franchise agreement can abrogate or reduce any
of your rights as provided for in Minnesota Statutes, Chapter 80C, or your
rights to any procedure, forum or remedies provided for by the laws of the
jurisdiction. _

10.  Attachment 5, Section 6, is deleted in its entirety and replaced with the following:
6. Injunctive Relief. We or ABK, in addition to other legal and equitable
rights and remedies, will be -entitled to seek a temporary, preliminary or

permanent injunction, without bond, restraining any.actual or threatened
violation by you of any covenant in this Agreement.

Each of the undersigned agrees to the terms of this Rider.
FRANCHISEE ("YOU")

Name(s).

Date Rider Received:

Date Rider Signed:

ABRAKADOODLE, INC. (“We)
By:

Its:

Date Rider Signed:
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RIDER FOR USE IN NEW YORK

THIS RIDER is entered into by ABRAKADOODLE, INC., a Virginia corporation with its

pnnmpal office at 4800—RebertFullon—Drive46030 Manekin Plaza, Suite 205
Resten110, Sterling, Virginia 28648420166 (“we”, "us" or "our”), and
whose address is

(*you” or “your”).

1. The 12 line of Section 9.1 is modified to replace "in our sole and absolute right"
with "in our good faith judgment.”

2. Section 19.9 is modified to replace "entitle” with “"entitle us to apply for",

3. The 2™ line of Sectioh 21.5 is modified to replace "You accordingly consent to the"
with "You accordingly consent to the application for the".

4, The following Section 21.11 is added.
21.11 We and you agree that if a panel of arbitrators selected under Section
32 or a court of competent jurisdiction finds that you had proper grounds for
terminating the franchise with cause under Section 26.5, you will be relieved

. of your post-termination obligations under Sections 21.3 and 21.4(b).

. Section 24.1 is modified to include the following sentence:
However, we will not be required to hold harmless or indemnify you for any
claim arising out of a breach of this Agreement by you or any other civit
wrong of Franchisee.

6. Section 24.2 is modified to include the following sentence:

However, you will not be required to hold harmless or indemnify us for any
claim arising out of a breach of this Agreement by us or any other civil wrong
-of ECWours.

7. Section 25.1 is modified to include the following sentence:
Howevér, we will not make any such transfer or assignment except to a

person who, in our good faith judgment, is willing and able to assume our
obligations under this Agreement. :
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10.

Section 25.2(b)(iv) is modified by adding the following proviso:

, but all rights enjoyed by you and any causes of action arising in your favor
from the provisions of Article 33 of the General Business Law of the State of
New York and the regulations issued thereunder will remain in force, it being
the intent of this proviso that the non-waiver provisions of General Business
Law Sections 687.4 and 687.5 be satisfied.

Section 28.3 is modified to include the following sentence:

No amendment or modification of any provision of this Agreement, however,
will impose any new or different requirement which unreasonably increases
your obligations -or places an excessive economic burden on your
operations. '

-Section 29.6 is modified to include the following language:

The foregoing choices of law will not be a waiver of any right conferred on
you or us by the General Business Law of the State of New York, Article 33.

Each of the undersigned agrees to the terms of this Rider.

FRANCHISEE ("YOU")

‘Name(s):

| Date Rider Received:

Date Rider Signed:

ABRAKADOODLE, INC. (“We)

By:
Its:

Date Rider Signed:
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RIDER FOR USE IN NORTH DAKOTA

THIS RIDER is entered into by ABRAKADOODLE, INC., a Virginia corporation with its
principal office at 4800 —Robert—Fulion—Drive46030 Manekin Plaza, Suite 206;
Reston110, Sterling, Virginia 2019420166 (“we”, "us" or "our”}, and

whose address is

(“you” or “your”).

1. Section 21.4(b) is amended to add the following:
In accordance with North Dakota law, the restrictions of the covenant not to
-compete might not apply to Franchisee's activities after the termination or expiration
of the franchise agreement.
2. Section 25.2 (b)(iv) is amended to add the following:

Any release signed as a condition of transfer will not apply to any claims
Franchisee may have under the North Dakota Franchise Investment Law.

3. Section 29.6 is amended to add the following:
North Dakota law will govern this franchise agreement.
4, Section 32.1 is amended to add the following:

All disputes must be mediated and arbitrated either in North Dakota or in a mutually
agreed location.

5. Section 32.6 is amended to add the following:

The period of limitations for claims will not apply. The statute of limitations under
North Dakota law applies.

6. Section 32.7 is amended to add the following:
The waiver of a right to seek punitive damages will not apply. The waiver of a right

fo a jury trial will not apply. All litigation must be in North Daketa or in a mutually-
- agreed location.
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Each of the undersigned agrees to the terrhs of this Rider.
FRANCHISEE ("YOU")

Name(s):

Date Rider Received:

Date Rider Signed:

ABRAKADOODLE, INC. (“We)
By:

Its:

Date Rider Signed:
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RIDER FOR USE IN WASHINGTON

THIS RIDER is entered into by ABRAKADOODLE, INC., a Virginia corporation with its
principal office at %Q—Rebeﬂ—ﬁmen—mw Suite 205;
Reston110, Sterling, Virginia 2049420166 (“‘we”, "us" or "our”), and

whose address is

(“you” or “your”).

1. The following paragraphs are added:

The state of Washington has a statute, RCW 19.100.180 which may
supersede the franchise agreement in your relationship with the franchisor,
including the areas of termination and renewal of your franchise. There may
also be court decisions which may supersede the franchise agreement in
your relationship with the franchisor, including the areas of termination and
renewal of your franchise.

If any of the provisions in the franchise disclosure document or franchise
agreement are inconsistent with the relationship provisions of RCW
19.100.180 or other requirements of the Washington Franchise Investment
Protection Act, the provisions of the Act will prevail over the inconsistent
provisions of the franchise disclosure document and franchise agreement
with regard to any franchise sold in Washington.

In any arbitration involving a franchise purchased in Washington, the
arbitration site shall be either in Washington or in a place as mutually agreed
upon at the time of the arbitration, or as determined by the arbitrator.

A release or waiver of rights executed by franchisee shall not include rights
under the Washington Franchise Investment Protection Act except when
executed pursuant to a negotiated settlement after the agreement is in effect
and where the parties are represented by independent counse!. Provisions
such as those which unreasonably restrict or limit the statute of limitations
period for claims under the Act, or rights or remedies under the Act, such as
a right to a jury trial, may not be enforceable.

2. Section 29.6 is deleted and the following section is subsﬁtuted in its place:

- 29.6 This Agreement is governed by the Federal Arbitration Act (9 U.S.C.
£8§ 1 et seq.) and the laws of the Commonwealth of Virginia; but if any term
of this Agreement not governed by the Federal Arbitration Act is not
enforceable under the laws of the Commonwealth of Virginia, that term is
governed by the laws of the state in which the largest portion of Franchisee's
Territory is located. The foregoing choices of law shall not be waivers of any
right conferred upon Franchisee or Franchisor by the Washington Franchise
Investment Protection Act.
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Each of the undersigned agrees to the terms of this Rider.
FRANCHISEE ("YOU™)

Name(s):

Date Rider Received:

Date Rider Signed:

ABRAKADOODLE, INC. (“We)
By:

Its:

Date Rider Signed:
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Attachment 1
DEVELOPMENT TERRITORY

The Development Territory is as follows:

If the U.S. Postal Service alters the boundary(ies) or number(s) of any assigned
ZIP codes(s), we will reassign to you the re-designated ZIP code(s) which most closely
correspond to any previously held ZIP code(s). If you renew or transfer the Franchise
under specified circumstances, we may change the boundaries of the Development
Territory or divide it into multiple territories (see Sections 3.2(d) and 25.2(b)(vi) of the
Franchise Agreement).

. During the 12-month period from the 13" month after you complete Business
Development Training through the 24" month after you complete Business
Development Training, and during each calendar year ending later than the 24" month
after you complete Business Development Training, you must meet a minimum annual
Gross Sales Quota. For an urban or suburban territory, the initial minimum annual
- Gross Sales Quota is $75,000, subject to our right to increase this quota amount
~annually, for 2011 and later calendar years, based on increases in the Consumer Price

Index.

If the Development Territory specified in this Attachment 1 is larger than a
standard urban or suburban territory, the initial franchise fee is $ {higher
than the $23,400 to $36,900 standard fee).

If you elect to market Additional Programs under Section 1.3 of the Franchise
Agreement, a higher minimum annual Gross Sales Quota andfor a higher monthly
minimum for continuing franchise fees may be required.

If you renew or transfer the Franchise under specified circumstances (see
Sections 3.2(d) and 25.2(b)(vi) of the Franchise Agreement), higher or multiple
minimum annual Gross Sales Quotas may be required.
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Attachment 2
LLEGAL ENTITY INFORMATION SHEET

Legal Entity Name/Type:

State/Date of Form_ation:

List of Shareholders/Members/Partners:

% Class/General or Limited Name
Interest Partner

% Class/General or Limited Name
Interest Partner

% Class/General or Limited Name
Interest Partner

% Class/General -or Limited Name
Interest Partner

% Class/General or Limited Name
Interest Partner

% Class/General or Limited Name
Interest Partner

Documents: ’ To Be

_ Provided to
Not Provided Us Within
Required to Us 30 Days

Certificate and Articles of Incorporation O 0 O
Certificate and Agreement of Partnership O O O
Certificate and Articles of Organization O 0 0
By-Laws il O 0
Partnership Agreement O O O
Resolution Authorizing Franchise O O [
Agreement '

Other: a 0 O
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Conditions: No

The legal entity’s activities must be confined 0
exclusively to operating the Franchised Business. '

(or another person with our written consent) must act
as the legal entity's operating principal.

Each principal who has an interest of more than 5% ]
must sign the Guaranty Agreement (Attachment 3).

The legal entity must maintain stop transfer 0
instructions against transfer on its records of any

stock certificate or certificate of interest or certificate

of ownership contrary to the terms of Section 25 of the -

Franchise Agreement.

Each stock certificate or certificate of interest or - 0
certificate of ownership must include the statement
specified in Section 25.4 of the Franchise Agreement.

The legal entity must maintain a current list of all 0

principals and other beneficial owners, and must
furnish the list to us on request.

ABRAKADCODLE-93420313 2
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Attachment 3

GUARANTY AGREEMENT
In consideration of, and as an inducement to, the execution by
ABRAKADOODLE, INC. (“‘we”, “us” or “our”) of the Franchise Agreement between us
and ‘
("Franchisee”) executed (the  Agreement’) each

undersigned Guarantor (“you or “your”) personally and unconditionally, for the term of
the Franchise and thereafter as provided in the Agreement, (1) guarantees to us and
our successors and assigns, that Franchisee will punctually pay or perform each
obligation in the Agreement and (2) agrees to be personally bound by, and personally
liable for the default of, each term of the’Agreement. Each of you waives:

(1)
(2)

(3)

(4)

(5)

our acceptance and notice of acceptance of these undertakings;

notice of demand for payment of any indebtedness or nonperformance of
any obiigation guaranteed;

protest and notice of default to any party as to any indebtedness or
nonperformance of any obligation guaranteed;

any right you may have to require that an action be brought against
Franchisee or any other person as a condition of liability; and

any other notices. and legal or equitable defenses to which you may be
entitied.

Each of you agrees that:

- M
(2)

your direct and immediate liability under this guaranty is joint and several;

you will render any payment or performance required under the
Agreement on demand if Franchisee fails or refuses to do so punctually;

your liability will not be contingent or conditioned on our pursuit of any
remedies against Franchisee or any other person; and

your liability will not be diminished, relieved or otherwise affected by any
extension of time, credit or other indulgence which we may grant to
Franchisee or any other person, including the acceptance of any partial
payment or performance, or the compromise or release of any claim, none
of which will in any way modify or amend this guaranty, which will be
continuing and irrevocable for as long as any obligation in the Agreement
remains in effect.
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Each of you affixes your signature to this guaranty as of the same date as the

date of execution of the Agreement.

ABRAKADOODLE-83420313

GUARANTOR

Name:

Address:

Percentage Ownership in Franchise:

GUARANTOR

Name:

Address:

Percentage Ownership in Franchise:



- Attachment 4
LISTINGS AGREEMENT

THIS LISTINGS AGREEMENT is entered into by ABRAKADOODLE, INC., a
Virginia corporation with its principal office at 4800-Rober-FultonDrive46030 Manekin
Plaza, Suite 205 Reston110, Sterling, Virginia 2048120166 (“we”, “us” or “our”), and __
whose addressis _- -

("you” or “your”).
RECITALS:

A, We are the franchisor of ABRAKADOODLE® businesses and the owner of
service marks, trade-markstrademarks, trade names and trade dresses related to the

operation of those businesses (the “Marks”);

B. We and you have executed a Franchise Agreement dated
(the “Franchise Agreement”), under which you are granted a franchise ({the “Franchise”)
involving certain rights to use the Marks in your business listings to promote your
ABRAKADOODLE business; and

C. You are authorized to continue using the Marks until the Franchise is
transferred, repurchased, terminated, expires or is not renewed.

In consideration of the recitals above and the terms below, we and you agree:

1. You must obtain a business telephone service and listing for the
Franchised Business. You may not use a residential service or listing as the business
line for the Franchised Business. You may not use the business telephone service for
the Franchised Business in conjunction with any other business.

2. You must obtain white page and information listings under
ABRAKADOODLE and any other Marks you may be authorized to use. No proper
names or city names may be used in conjunction with the listing using the Marks. No
additional listings may be used with any telephone number(s) assigned to the
Franchised Business, without our prior written consent. You are authorized, but not
required, to obtain yellow page advertisements. All yellow page advertisements must be
approved by us in advance in writing. -

3. You acknowledge that all uses of the Marks on the Internet, whether in a
web page, social media platform or networking site, or any other form of technology or
linking, must be approved by us in advance in writing. If we approve use of the Marks
on the Internet, you must thereafter continuously comply with our standards and
specifications, including periodic approval of content.

4, You must pay 1o service providers all charges for telephone service, white
page, yellow page and information listings, and yellow page advertisements, internet
service and any other use that we may periodically authorize for use in connection with
the Franchised Business.
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5. You acknowledge and agree that we own all rights to and interest in the
goodwill arising from or in connection with the use of each telephone service, telephone
directory listing, email address, domain name, social media platform or other electronic
identifiers that use the Marks or are associated in any way with the Franchised
Business (“Listing”).

6. On repurchase, termination or expiration of the Franchise, you
acknowledge that your right to the use of any Marks made available to you for use
under the Franchise Agreement will immediately end, and that all Listings appearing
under the Marks will immediately become our property. This Agreement irrevocably
releases to us all rights to and use of all Listings and grants us the authority to change,
transfer or terminate any Listing on your behalf if the Franchise expires, is not renewed,
is terminated or transferred. :

7. You irrevocably authorize the telephone company, Internet service
provider, or any other provider of a Listing (each, a "Provider"), on notificaticn by us of
termination, expiration, non-renewal, transfer or repurchase of the Franchise, without
the need for any further document(s) from you, to:

(a) Assign all teiephone numbers to us or our designee, or to’
disconnect those telephone numbers and to transfer calls coming to those disconnected
numbers to any telephone numbers issued by the telephone company, to us or our
designee. :

(b)  Assign to us or our designee any email addresses, do_main names,
social media platforms or other comparable electronic identities using the Marks or
otherwise associated with the Franchised Business or relating to the Franchise.

8. You irrevocably release each Provider, us, and our respective successors,
assigns, directors, officers, employees and agents, from liability of any kind which may
result directly or indirectly from our exercise of our rights under this Agreement or from
the Provider's cooperation with us in effecting the terms of this Agreement.

The undersigned agree to the terms of this Agreement as of

FRANCHISEE:

ABRAKADOODLE, INC.

Name:

Title:
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Attachment 5

MANAGER/SUPERVISOR CONFIDENTIALITY
AND NONCOMPETITION AGREEMENT

(Note: To be signed by Franchisee and Manager or Supervisor, if Applicable)

THIS AGREEMENT is entered into by .
("we”, “us”, or “our”), a franchisee ofABRAKADOODLE INC. ("ABK”"), and

el

(you your or

‘yourself”).
RECITALS
A We desire to engage you; and
B.  You desire to be engaged or employed by us, in connection with our

ABRAKADOODLE® business.
In consideration of the recitals above and the terms below, the parties agree:

1. Covenants Not to Disclose; Covenants Not to Compete. You acknowledge
that certain methods of doing business and other elements comprising the
- ABRAKADOODLE system are distinctive and have been developed by ABK and us at
great effort, skill, time and expense; that you will have regular and continuing access to
valuable trade secrets, confidential information and valuable training regarding the
ABRAKADCOCODLE system; and that you recognize your obligation to promote and
develop cur ABRAKADOODLE business. You accordingly agree as follows:

(a) Except as required in duties performed for us, you will never, either
during or after the term or engagement or employment, either directly or indirectly, use,
or disseminate or disclose to any person or entity, any trade secrets or confidential
information, including client names, other client information and business methods, of
ABK or us, and will always seek to preserve the confidentiality of those trade secrets
and confidential information.

, (b)  During your engagement or employment, you will not, directly or
indirectly, for yourself, or through, on behalf of, or in conjunction with any person or
entity, divert or attempt to divert any business or client of ours to any competitor or other
person by direct or indirect inducement or otherwise, but this Section will not prevent
you from referring customers in good faith to other businesses, including competitors’ -
businesses, that may be able to provide those customers with services or products not
available from our business.

(c) During your engagement or employment and for an uninterrupted
period of 1 year after termination of your engagement or employment, regardless of the
cause of termination, you will not, without the prior written consent of us and ABK,
directly or indirectly, for yourself, or through, on behalf of, or in conjunction with any
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person or entity, engage or seek to engage as an independent contractor or employ or
seek to employ any person who, within the preceding 6 months, has been an
independent contractor or employee of ABK, us or any other ABK franchisee.

(d)  During your engagement or employment, you will not, without the
prior written consent of us and ABK, directly or indirectly, for yourself, or through, on
behalf of, or in conjunction with any other person or entity, own, maintain, engage in,
have any interest in or perform any service for any business other than us located in the
United States which, offers or which franchises or licenses others to offer, services or
products that are the same as or substantially similar to services and products offered
by us or ABK.

(e) For 1 year after termination of your engagement or employment,
regardless of the cause of termination, you will not, without the prior written consent of
us and ABK, directly or indirectly, for yourself, or through, on behalf of, or in conjunction
with any other person or entity, own, maintain, engage in, have any interest in or
perform any service for any business which offers, or which franchises or licenses
others to offer, services or products that are the same as or substantially similar to the
" services or products that were or could have been offered by us or ABK when you were
engaged or employed, and which operates: (1) within our Development Territory, or (2)
within the Development Territory of any other ABRAKADOODLE franchisee’s business
operating or in planning at the time of termination.

2. You acknowledge that we may, if required by us in our sole and absolute
- right, reducé the scope of any term or subpart of any term in this Agreement without
your consent, effective immediately on written notice from us, and you agree that you
will promptly comply with any term or subpart so modified, which will be fully
enforceable notwithstanding any other term or subpart of this Agreement.

3. Covenants As Independent and As Conditions Precedent to Employment.
Your covenants in Section 1 are independent of any other terms of this Agreement, and
are conditions precedent o engagement or employment. Any claim or cause of action
against us or ABK, whether predicated on this Agreement or otherwise, will not be a
defense to the enforcement by us or ABK of the covenants in Section 1.

4. Covenants Concerning Company Property. You agree that all our records,
including records of our clients and all other records relating in any manner to our
ABRAKADOOQODLE business, whether prepared by you or otherwise coming into your
- possession, are the exclusive property of us or ABK. Additionally, you agree that all
files, records, documents, drawings, specifications and similar items relating to our
ABRAKADOOGDLE business, including all copies of those items, whether prepared by
you or otherwise coming into your possession, will not be removed by you from our
premises without our prior written consent. Any records not at our premises will
immediately be returned to us by you on termination of your engagement or
employment, regardless of the cause of termination.

5. Severability. If a part of a covenant in this Agreement is held invalid,
unreasonable or unenforceable by a court or agency, you agree to be bound by any
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lesser covenant subsumed within the terms of the covenant that imposes the maximum
- duty permitted by law, as if the resulting covenant were separately stated in this
Agreement. If an entire covenant in this Agreement is held invalid, unreasonable or
unenforceable by a court or agency, the remaining covenants in this Agreement will
continue in effect.

6. Injunctive Relief. We or ABK, in addition to other legal and equitable rights
and remedies, will be entitled to temporary, preliminary or permanent injunctive relief,
without bond, restraining any actual or threatened violation by you of any covenant in
this Agreement. '-

7.  Attorneys’ Fees. In a legal action for damages, injunctive relief, the return
of property or any other legal or equitable remedy, you agree to pay our or ABK's
reasonable attorneys’ fees, court costs and reasonable out-of-pocket expenses related
to the action. '

8. Governing Law. This Agreement will be governed by the laws of the state
in which our principal business office is located on the date of execution of this
Agreement.

9. Binding Effect. This Agreement will be binding on the parties, and their
heirs, executors, administrators, successcrs and assigns.

10. Modification. This Agreement may not be modified except in written
agreement of at least equal formality signed by the parties.

The undersigned agree to the terms of this Agreement.

INDEPENDENT CONTRACTOR OR EMPLOYEE

Date:

COMPANY

Name:

Title: -

Date:
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Attachment 6
| AUTHORIZATION FOR AUTOMATIC PAYMENTS

| authorize Abrakadoocdle, Inc., through the financial institution named below, to initiate variable
charges to my checking/savings account designated below, for service fees that are due, and
for amounts that are overdue for services or products received from Abrakadoodle, Inc. As to
the financial institution, this authority will remain in effect until | notify the financial institution in
writing to cancel it in such time as to afford the financial institution an opportunity to act on the
notice. As to Abrakadoodle, Inc., this authority will remain in effect until | notify Abrakadoodle,
Inc. in writing and provide Abrakadoodle, Inc. with a replacement authority designating a
different financial institution and/or account. | can stop payment on any charge by notifying
Abrakadoodle, Inc. or the financial institution three (3) days before my account is charged. | can
have the amount of an erroneous charge immediately credited to my account up to fifteen (15)
days following issuance of my account statement or forty-five (45) days after posting, whichever
occeurs first.

If there are insufficient funds in my account to cover any proper charge by Abrakadoodle, Inc., |

authorize Abrakadoodle, Inc. to initiate a charge of any amount due, plus a five (5) percent
administrative fee, to the credit card designated below.

Name of Franchisee:

Name of Financial Institution:

Address of Franchise:

“City:

State and Zip:

Checking Account Number:

Or Savings Account Number:

Bank Routing Number (on bottom left of check):

Credit Card Type:

Credit Card Number:

Credit Card Expiration Date:

Signature:

Printed Named:

Date:
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Attachment 7
SAMPLE GENERAL RELEASE

This GENERAL RELEASE is made and executed by [NAME], individually
(“you”), as of [DATE] (“Effective Date”).

WHEREAS, ABRAKADOODLE, INC., a Virginia corporation doing business as
ABRAKADOODLE (‘us”} and you entered into a franchise agreement dated [DATE],
and [DESCRIBE FACTS].

NOW, THEREFORE, in consideration of good and valuable consideration, the
receipt and sufficiency of which are acknowledged, you agree as follows:

You, for yourself and each of your past and present heirs, executors,
administrators, representatives, successors and assigns, in their corporate and
individual capacities (collectively “Releasors”), hereby release and forever discharge us
and each of our predecessors, successors, affiliates, subsidiaries, assigns, officers,
directors, shareholders, agents and employees, and their respective heirs, executors,
administrators, representatives, successors and assigns, in their corporate and
individual capacities (collectively “Releasees”), from, in respect of and in relation to any
and all claims, demands, causes of action, suits, debts, obligations, sums of money,
acts, omissions or refusals to act, damages, judgments and demands, of any kind
whatsoever, joint or several, known or unknown, which against Releasees the
Releasors ever had, now have or which Releasors hereinafter can, shall or may have,
for, upon or by reason of any matter, cause or thing whatsoever, through the Effective
Date, except that this General Release does not apply to any claim under the Maryland
Franchise Registration and Disclosure Law.

Name, individually

STATE OF

8
8
COUNTY OF §

| hereby certify that before me, a notary public, personally appeared [NAME] who
made oath in due form of law that s’he was executing the foregoing General Release for
the purposes therein contained.

As witness, my hand and Notarial Seal on , 20

Notary Public
My Commission Expires:
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Attachment 8
CONFIDENTIALITY AGREEMENT

This Confidentiality Agreement ("Agreement”) is made and effective this day of
20 by and between Abrakadoodle, Inc. (hereinafter “ABK”) and you,

individually and/or on behalf of

(hereinafter “Recipient”).

1. Confidential Information.

ABK is the owner of a registered trademark, Abrakadoodle®. ABK also owns certain
proprietary and intellectual property rights as well as confidential information about
Abrakadoodle®, the Abrakadoodle ® Art Program and the Abrakadoodle ® Franchise Program.

ABK proposes to disclose certain of its confidential and proprietary information (the
"Confidential Information") to you, the Recipient, acting individually or on behalf of any legal
entity that you own, operate or represent.

Confidential Information shall include, but not be limited to, all data, materials, products,
technology, computer programs, specifications, manuals, business plans, software, marketing
plans, financial information, and other information disclosed or submitted, orally, in writing, or by
any other media concerning Abrakadoodle ®, the Abrakadoodle ® Art Program and the
Abrakadoodle ® Franchise Program to you as the Recipient by ABK. Nothmg herein shall
require ABK to dlsclose any of its information.

2. Recipient’s Obligations.

A. - You, as the Recipient, agree, acting individually or on behalf of any legal entity
that you own, operate or represent, that the above referenced Confidential Information is to be
considered confidential and proprietary to ABK.

B. You, as the Recipient agree, individually and on behalf of any legal entity that
you own, operate or represent, that you and any such entity shall hold the same in confidence,
shall not use the Confidential Information other than for the purposes of your or its own decision
making concerning, and business with, ABK. You, as the Recipient, shall disclose the
Confidential Information only to any officers, directors, or employees with a clear and specific
need to know. You, as the Recipient, acting individually or on behalf of any legal entity that you
own, operate or represent, that you will not disclose, publish or otherwise reveal any of the
Confidential Information received from ABK to any other party whatsoever, whether directly or
indirectly, knowingly or unknowingly, except with the specific prior written authorlzatlon of
Owner, WhICh consent shall be given only at its own discretion.

C. Confidential Information furnished in tangible form shail not be duplicated by you
as the Recipient except for purposes of this Agreement. Upon the request of ABK, you, as the
Recipient, shall return all Confidential Information received in written or tangible form, including
copies, or reproductions or other media containing such Confidential Information, within ten (10)
days of such request. At your option, any documents or other media developed by you, as the
Recipient, you may destroy containing Confidential Information. You as the Recipient, acting
individually or on behalf of any legal entity that you own, operate or represent, shall provide a
written certificate to Owner regarding destruction within ten (10) days thereafter.
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3. Term.

The obligations of Recipient herein shall be effective from the date ABK first discloses
any Confidential Information to you as Recipient pursuant to this Agreement. Further, the
obligation not to disclose shall not be affected by bankruptcy, receivership, assignment,
attachment or seizure procedures, whether initiated by or against you as Recipient, nor by the
rejection of any agreement between ABK and you as the Recipient, by any trustee for you in
bankruptcy, or by the you as a debtor-in-possession or the equivalent of any of the foregoing
under local law.

4, "No License.

Nothing contained herein shall be construed as granting or conferring any rights by
license or in any Confidential Information. It is understood and agreed that neither party solicits
any change in the organization, business practice, service or products of the other party.
Confidential Information may pertain to prospective or unannounced products. You, as the
Recipient, agree not to use any Confidential Information as a basis upon which to develop or
have a third party develop a competing or similar product.

5. Governing Law and Eguitable Relief.

(a) This Agreement shall be governed and construed in accordance with the laws
of the United States and the Commonwealth of Virginia. You, as the Recipient, consent to the
exclusive jurisdiction of the state courts and U.S. federal courts located in the Commonwealth of
Virginia of and for the County of Fairfax, for any dispute arising out of this Agreement. If you as
the Recipient are found at fault with respect to this Agreement, you will be liable for ABK's
reasonable costs, disbursements and attorneys! fees. :

(b) You, as the Recipient, agree that the Proprietary Information being provided
to you by ABK is special and unique to ABK. In the event of any breach or threatened breach by
you as the Recipient, ABK may obtain, in addition to any other legal remedies which may be
available, such equitable relief as may be necessary to protect ABK agalnst any such breach or
threatened breach.

6. Final Agreement.

This Agreement terminates and supersedes all prior understandings or agreements on
the subject matter hereof. Only a further writing that is duly executed by both parties may modify
this Agreement.

7. No Assignment.

You, as Recipient, may not assign this Agreement or any interest or any part herein without
ABK's express prior written consent.

8. Severability.

If any term of this Agreement is held by a court of competent jurisdiction to be invalid or
unenforceable, then this Agreement, including all of the remaining terms, will remain in full force
and effect as if such invalid or unenforceable term had never been included.

9. Notices.

Any notice required by this Agreement or given in connection with it, shall be in writing
and shall be given to the appropriate party by personal delivery or by certified mail, postage
prepaid, or recognized overnight delivery services.
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If to ABK: 1800—Rober—Fulton—Drive46030 Manekin Plaza, Suite 205;
Reston,A-20191110, Sterling, Virgini
If to Recipient; {Recipient Address)

10. No Implied Waiver.

Either party's failure to insist in any one or more instances upon strict performance by
the other party of any of the terms of this Agreement shall not be construed as a waiver of any
continuing or subsequent failure to perform or delay in performance of any term hereof.

1. Headings.

Headings used in this Agreement are provided for convenience only and shall not be
used to construe meaning or intent. '

IN WITNESS WHEREOQF, the parties have executed this Agreement as of the date first above
written.

Abrakadoodle® Inc.

By,

Date

An Officer of the Corporation

By,

Individually and/or on behalf of

Date
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EXHIBIT C

FRANCHISEES AS OF DECEMBER 31, 20412012

ALABAMA

Parker, Susan & Michael
2527 Winchester Road
Montgomery, AL 36106
334-265-5758

ARIZONA

Shen, Julia

2029 E. Cathedral Rock Dr.
Phoenix, AZ 85048
480-620-7164

CALIFORNIA

Aka, Laura and Goldsmith, Marc
3705 S. Barrington Avenue

Los Angeles, CA 90066
310-398-3131

Curran, John and Rosemarie
23932 Catbird Ct.

Laguna Niguel, CA 92677
949-362-8040

Nugent, Kristin
670 Georgine Road
Fallbrook, CA 92028
760-731-0555

Yong, Ruth _
2856 Washington Blvd.
Fremont, CA 94539
510-770-15086

COLORADO

Kish-Pittman, Lisa &
Pittman, Peter

Unit 1

14325 Berry Road
Golden, CO 80401
303-997-9061

Kish-Pittman, Lisa &
Pittman, Peter

Unit 2

14325 Berry Road
Golden, CO 80401
303-997-9061
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FLORIDA

Bakker, Erin

4072 Burning Tree Drive
Destin, FL. 32541
850-424-5058

Gordon, Gillian
9175 Dupont Place
Wellington, FL 33414
561-793-3541

INDIANA

Thomas, Janet
1139 Pine Court
Lanesville, IN 47136
812-989-0697

IOWA

Nidey, Jordan
Smith, Sibyl

- 3908 Tonawanda Drive
Des Moines, |1A 50312

- 515-277-6201

LOUISIANA

Abney, Susan

9641 Catawba Drive
Shreveport, LA 71115
318-797-1789



MARYLAND

Jones Smith, Bridgett

1302 Woodland Way
Hagerstown, MD 21742
240-420-1955

Lakatta, Pat

P.O. Box 243

Brocklandville, MD, 21022-0243
410-338-2789

Marianelli, Lisa & Mark
4657 South Leisure Court
Ellicott City, MD 21043
410-381-5566

MICHIGAN

Kelly, Dawna & Al
47769 Goff Court
Canton, M| 48188
734-495-0900

Kennedy, Don and Patty
149 Somerset Drive, NE
Grand Rapids, MI 49503

616-356-2417—(B3
616-356-2417

MINNESOTA

Hustad, Lezlee
5415 River Qak Drive
Savage, MN 55378
952-440-6035

Lawrence, Shay-and Linda
1561024 Avenue North#A
Luer, Gertrud

3300 Queensland Lane N
Plymouth, MN 55447
612-605-8379
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MISSISSIPPI

Zanca, Andrea

215 Blue Heron Cove
Waveland, MS 39576
228-493-2781

NEW HAMPSHIRE

St. Hilaire, Amy
469 Reservoir Road
Deering, NH 03244
603-464-2727

NEW JERSEY

Link, Donna-and
Link, Meghan

Unit1

7 Sandhurst Drive
Mt. Laurel, NJ 08054
856-914-0521

Link, Donna-and
Link, Meghan

Unit 2

7 Sandhurst Drive
Mt. Laurel, NJ 08054
856-914-0521

Raberts, Bill & Krista
Unit 1

669 Albin Street
Teaneck, NJ 07666
201-836-1160

Raoberts, Bill & Krista
Unit 2

669 Albin Street
Teaneck, NJ 07666
201-836-1160

NEW YORK

Massaro, Rosanna

.15 Buckminster Lane

Manhasset, NY 11030
516-686-6900

NORTH CAROLINA

Bjork, Heather & David
216 Fieldstone Drive
Burlington, NC 27215
336-270-6307



TENNESSEE

Gladson, Linda
2317 Bryanna Court
Franklin, TN 37064
615-804-6997

TEXAS

‘Coates, Erin and Dave
Unit 1

5017 Adolphus Drive
Frisco, TX 75035
214-387-6869

Coates, Erin and Dave
Unit 2

5017 Adolphus Drive
Frisco, TX 75035
214-387-6969

Eouilloud-Hofmann, Jenny
Hofmann, Harold
Eouilloud Buyat, Christian
Unit 1

15010-B Kollmeyer Drive
Austin, TX 78734
512-380-7555
Eouilioud Buyat, Christian
Unit 2

15010-B Kolimeyer Drive
Austin, TX 78734
512-380-7555

Mocre, Becky & Jeff
516 Sophie Lane
Colleyville, TX 76034
817-637-2135 -

ABRAKADOODLE-93120313

UTAH

Losee, Stephanie & Shane
Unit 1

9638 S. 2720 East

Sandy, UT ‘84092
801-641-1160

Losee, Stephanie & Shane -
Unit 2

9638 S. 2720 East
Sandy, UT 84092
801-641-1160

VIRGINIA

Lea, Susan

Lea, Page

1512 East Bay Shore Drive
Virginia Beach, VA 23451
757-446-9969

Sengupta, Sukla

2511 Iron Forge Roead
Herndon, VA 20171-2950
703-318-6628

Walia, Susan

Unit 1

6909 Custis Pkwy.
Falls Church, VA 22042
703-538-4278

Walia, Susan

Unit 2

6909 Custis Pkwy.
Falls Church, VA 22042
703-538-4278

Walia, Susan

Unit 3

6909 Custis Pkwy.
Falls Church, VA 22042
703-538-4278



WISCONSIN

Rautmann, Pam
1050 Center Avenue
Oostburg, WI 53070
920-564-6540

COMPANY-OWNED QUTLETS

Abrakadoodie, Inc.
Unit 1
1800 Robert Fulton-Brive

Suite-20546030 Manekin P! Suite 110
Reston—VA—201914

703-860-6570

. Abrakadoodle, Inc.

Unit 2

703-860-6570

If you buy this franchise, your contact information may be disclosed to other buyers

when you leave the franchise system.
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EXHIBIT D

FORMER FRANCHISEES
(CEASED OPERATIONS IN FISCAL YEAR 20112012)

CEASED OPERATIONS
FOR OTHER REASONS

Poteat-Russell-and Chong, Su
205-039-1420 o

Echke—Alan&Marorie
Palos-\erdes-Estates-CA—00274 724-941.8141

Coral Gables, FI 33134
IlnvineCA-02614
§40-680-0855 Weise, Laurie
SimiValley,-CA 93063 s
806-428-5575 TRANSFERRED
Parker-CO-80134 Rojas, Robert & Karina
103-841-0278 Miami, FL 33158
TraversLinda
Allarta GA 30316 Somers, Kay
770-570-0800 GolumbiaMD-21044

410-381-5566 _
Unit-1 Plymouth, MN 55447
630-671-0172

Smythe, Geraldine &
Hoffmann.-Lisa Phelps, Paul
Ynit2 Cedar Park, TX 78613
630-674-0472

TERMINATED
Wmmgqggq NONE
978-667-8060

Corbett-Voltz, Francine
734-622-9052

If you buy this franchise, your contact information may be disclosed to other buyers
when you leave the franchise system.
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ABRAKADOODLE, INC.

FINANCIAL STATEMENTS AND
REPORT OF INDEPENDENT
CERTIFIED PUBLIC ACCOUNTANTS

DECEMBER 31, 2012, 2011 AND 2010

BELL & FRECH, LLC
Certified Public Accountants
Brookeville, Maryland



1 High 'Streel

BELL & FRECH, LLC e 301, 260,860

Certified Public Accountants Fax { 301) 260-8097

Report of Independent Certified Public Accountants.

Board of Directors
Abrakadoodle, Inc.

Report on the Financial Statements

We have audited the accompanying financial statements of Abrakadoodle, Inc. which comprise the
balance sheets as of December 31, 2012, 2011, and 2010 and the related statements of income, retained
-earnings, and cash flows for the years then ended, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

‘Management is responsible for the preparation.and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal contral relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
eITor.

-Auditors’ Résponsibility

Qur responsibility is to express an opinion on these. financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United Staies of
America. Those slandards required that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement.

An audil involves performing procedures 1o obtain audil evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material missiatement of the financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considers intemal controi relevant to the entity’s preparation
and fair presentation of the financial statements in order to design audit procedures that are appropriate in
‘the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the cntity’s
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the rcasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
-our audit opinion.

Members of The American Institate of Certlfied Public Azcountants
and The Marylaiid Associaton of Cenified Public Accountants
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Gpinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Abrakadoodle, Inc. as of December 31, 2012, 2011, and 2010 and the results of its
operations and its cash flows for the years then ended in accordance with accounting principles generally
accepted in the United States of America.

R
Lradll ¢ z‘wf‘ LZ—- ~
Bell and Frech, LLC

Brookeville, MD
March 25, 2013
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ABRAKADOODLE, INC.
BALANCE SHEETS
DECEMBER 31,

2012 2011 2010

ASSETS

Current Assets
Cash and money market accounts 3 628420 $ 733,285 % 567.383
"Accounts receivable 161,967 38,562 140,853
Prepaid expenses and deposits 33.766 4.961 43,233
Total Current Assets ' 824,153 776.808 781,469

Property

Property and equipment ' 37.004 67,639 67,639
Less: accumulated deprectation (26,864) (60.238) (58,319)
Total Property _ 10,140 7.401 9,320

TOTAL ASSETS $ 834.293 & 784,209 § 790,789
LIABILITIES AND STOCKHOLDERS' EQUITY

Current Liabilities

Accounts payable’ _ $ 5123 S 6.023 S 4,063
Accrued expenses 60.000 98,741 20,000
Deferred income o . 24,500 . 47,000 - 167,000
Income taxes payable (refunds receivable) --.° . - . - {31,555) 51,405 5,871
Deferred income tax ' : 35,530 16,640 31,763

Total Current Liabilities 93,598 219,809 228,697

Stockholders' Equity
Capital stock, $! par value, 50,000 shares authorized.

33,000 shares issued and outstanding 33,000 33,000 33,000
Additional Paid in Capital 105.764 105,764 105,764
Treasury stock (57,000) (42,000) (42,000)
Retained earnings 658.931 467,636 465,328

Total Stockholders® Equity 740.695 564.400 562.092

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY b 834,293 § 784,209 % 790.789

See independent auditer's report and notes to the financial statements.
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ABRAKADOODLE, INC.
STATEMENTS OF STOCKHOLDERS' EQU]TY

DECEMBER 31, 2012, 2011 AND 2010

Common Additional

Stock Paid-in Capital Rerained Eamings
Balance, January 1, 2010 $ 33,000 $ 105,764 § 302,303
Net income for the year ) : 163,025
Balance, Decemb_er 31, 2010 $ 33,000 $ 105,764 § 465,328
Net income for the year 2,308
Balance, December 31, 2011 S 33,000 § 105,764  § 467,636
Net income for the year . 191,295
Balance, December 31, 2012 3 33,000 § 105,764 § 658,931

See independent auditor's report and notes to the financial statements.
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ABRAKADOODLE, INC.

STATEMENTS OF INCOME

FOR THE YEARS ENDED DECEMBER 31, 2012, 2011 AND 2010

Income
Franchise sales
Royalties
Product sales
Other operating income

Operating Expenses

Net Operating Tncome

Other Income
Interest income

Net Income before Income Tax
[ncome Tax
Federal

State
Total Income Tax

NET INCOME

2012 2011 2010
s 317,712 S 362,716 364.626
717.742 502,534 408.947
61.004 75,480 87,658
64.682 68,487 63,550
1,161,140 [.009217 924,731
939,960 968.523 731,348
221,180 40.694 193,433
2.501 3,656 3,988
223,681 44,350 197,421
28,697 42,042 12.057

3,689 - 1.439

32,386 32.042 34.396

$ 191295 $ 2,308 163,025

See independent auditor's report and notes to the financial statements.
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ABRAKADOODLE, INC.
" STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2010, 2011 AND 2010

2012 2011 2019

Increase (Decrease) in Cash

Cash Flows from Operating Activities ]
Net income ) 191,295 & 2,308 % 163,025
Adjustments to reconcile net income to
net cash from operating activities:

(Gain) loss from disposition of property 486 - -

Depreciation and amortization 3,028 1,919 4,686
Changes in assets and liabilities: -

Accounts receivable (123.405) 102,291 (95,127}

Prepaid expenses (28,805) 38,272 (35.839)

Accounts payable (900) 1,960 (25.114)

Accrued expenses (38,741) 78,741 (3,500

Income taxes payable ) (82,960) 45,534 (6,547)

Deferred income (22,500) {120,000) . 147.000

Deferred income tax 18,890 (15,123) 27.458

Net Cash Provided by (Used in) Operating Activities (83,612) 135,902 176,042

Cash Flows from Investing Activities
~ Cash used to purchase properly and equipment 6,253) - (1.601)

Net Cash Provided by (Used in) Investing Activities (6,253) - (1.601)

Cash Flows frem Financing Activities

Purchase of treasury stock (15,000) - -

. Net Cash Provided by (Used in) Financing Activities (15,000) - -
Net Increase (Decrease) in Cash . (104,865) 135,902 . 174,441
Cash at Beginning of Year 733,285 597,383 422 942
Cash ai End of Year $ 628,420 § 733,285 % 597,383

SUPPLEMENTAL INFORMATION:
Interest paid 0 % 189 % 189
Income taxes paid s 95,175 § 15,605 % 15,605

o

See independent auditor's report and notes to the financial statements.
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ABRAKADOODLE, INC.
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2012

1. Basis of Presentation and Description of Business

Abrakadoodle, Inc. (“the Company”) was incarporated October 17, 2003 in
Virginia. The Company was formed to develop and sell franchises. Franchises
provide art education services to schools and other host educational sites. The
Company provides support to franchisees and may sell products to franchisees
and the public.

2. Accounting Policies
Cash Equivalents

The Company considers all highly liquid investinents with a maturity of three
months or less when purchased to be cash equivalents.

Accounts Reccivable

Accounts receivable are recorded at the amount the Company cxpecls to collect
on balances outstanding at year cnd. Management closely monitors outstanding
balunces and writes off all balances that are considered uncollectible.

Furniture and Equipment

Furniture and equipment are stated at cost. Depreciation is determined using the
modified accelerated cost recovery systemn over the estimated useful lives of the

assets which range from 3 to 7 years. In 2012, the Company recorded §3,028 of
depreciation expense. In 2011 and in 2010, the Company recorded depreciation
expense 0of $1,919 and §4,686.

Revenue Recognition

Franchise sales fees relate to single-center sales. Revenue related o these sales is
recognized when all matenial services or conditions relating to the sales have been
substantially performed or satisfied by the Company. The criteria for substantiai
performance include: (1) the receipt of an executed franchise license agrecment,
(2) receipt of the non-refundabie initial payment of the franchise fee, and (3)
completian of requisite training by the franchisee. In 2012, the Company
recorded 2 single center sales totaling $70,110. In 2011, the Company recorded
sales of 5 domestic franchise During 2010, the Company recorded sales of |
domestic franchise and 1 international master franchise.
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ABRAKADOODLE, INC.
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2012

Revenue Recognition (continued)

Franchise sales fees not meeting the recognition criteria are recorded as deferred
income. Commissions due on sales of franchises are recorded when the
franchisee has been accepted by the Company.

Franchise royulties received from franchise owners are reported as revenue as the
royalties are earmmed and become receivable unless collection is not reasonably
assured,

Income Taxes

Income taxes are provided for the tax effects of transactions reported in the
financial statements and consist of taxes currently due plus deferred taxes related
primarily to differences between the bases of certain asscts and liabilities for
financial and tax reporting. Deferred taxes represent the future tax return
consequences of those differences which will either be taxable when the assets
and liabilitics are recovered or settled.

Use of Estimates

The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions
that affect reported amounts and related disclosures. Actual results could differ
from those estimates.

3. Concentration of Credit Risk

The Company maintains substantizlly all its cash balances at a financial
institution located in the greater Washington, D.C. metropolitan arca. Accounts
are insured by the Federal Deposit Insurance Corporation-up to $250,000. At
December 31, 2012, uninsured balances totaled $300,374.

4, Leases

Throughout 2012, the Company occupied office space under a month-to-month
leasc. It has entered into a five year, three month lease which will commence
when leaschold improvements have been completed by the landlord.

Management believes the commencement will occur in the first half of 2013. The
lease calls for annual payments (based on the years afler commencement) of:
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ABRAKADOODLE, INC.
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2012

4. Leases, continued

Ycar Base Rent
1 $33,639

2 $47,409
3
4

$48,790

$50,212

5 £51,677
Thereafter $13,297

5. Income Taxes

The provision for income taxes consists of the following components:

2011 2010 2009
Current taxes: )
Federal $13,496 $57,165 $9.058
State -0- -0- (2.120)
: $13.496 $57.165 $6,938
Deferred taxes:
Federal $15,201 $(15,123) $£23,80¢9
State 3.689 - -0- 3.559
18,890 $(15.123)  $27.458

Total taxes $32,386 £42,042 $34,39¢6

6. Retirement Plan

The Company maintains a Simplified Employec Pension (SEP) retirement plan.
The plan allows the Company to contribute discretionary amounts cach year to
eligible employees. Substantially all employees are eligible. For 2012, 2011, and
2010 the Company declared contributions of $60,000, $98,741, and $20,000
respectively. As of December 31, 2012, $60,000 remains payable.
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ABRAKADOODLE, INC.
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2012

7. Subsequent Events

\
The Company has evaluated subsequent events through March 25, 2013, which is
the date that the financial statements were available to be issued, and determined
- that there are no items requiring disclosurc through that date.

8. Estimated Service Mark Defense Costs

In conjunction with the sale of an international master franchise agrecment, the
Company received $22,000 1o offset costs that may be incurred to re-register
service marks and, if necessary, to defend the use of such marks. Management
esiimatcs the cash received will be sufficient to cover such costs. It is rcdsondbly
possible that this estimate may be revised in future years.

Q. Income Tax

The Company has adopted the recognition requircments for uncertain income tax
positions as required by generally accepted accounting principles, with no’
cumulative effect adjustment required. Income tax benefits arc recognized for
income tax positions taken or expected to be taken in a tax retumn, only when it is
determined that the income tax position will more-likely-than-not be sustained
upon examination by taxing authorities. The Company has analyzed tax positions
taken for filing with the Internal Revenue Service and all state jurisdictions in
which it operates. The Company believes that income tax filing positions will be
sustained upon cxamination and does not anticipate any adjustments that would
result in a material adverse affect on the Company's assets and liabilitics, income
and expense, or cash flows. Accordingly, the Company has not recorded any
reserves, or related accruals for interest and penalties for uncertain income tax
positions at December 31, 2012, 2011 and 2010.

The Company is subject to routine audits by taxing jurisdictions: however, there
are currently no audits for any tax periods in progress. The Company belicves it
is no longer subject to income tax examination for the years prior to January 1,
2009,
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EXHIBIT F

RECEIPTS
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RECEIPT
(YOUR COPY)

This disclosure document summarizes certain provisions of the franchise agreement and other
information in plain language. Read this disclosure document and all agreements carefully.

If Abrakadoodle, Inc. (“we” or “us’) offers you a franchise, we must provide this disclosure
document to you 14 calendar days before you sign a binding agreement with, or make a payment
to, us or an affiliate in connection with the proposed franchise sale.

New York and Rhode Island require that we give you this disclosure document ét the earlier of the
1% personal meeting, or 10 business days before the execution of any binding franchise or other
agreement or the payment of any consideration, whichever occurs first.

lowa requires that we give you this disclosure document at the 1% personal meeting.

Michigan and-Washington-requirereguires that we give you this disclosure document 10 business
days befare the execution of -any binding franchise or other agreement or the payment of any

conSIderat|on whichever occurs first.

If we do not deliver this disclosure document on time or if it contains a false or misleading
statement, or a material omission, a violation of federal law and state law may have occurred and
should be reported to the Federal Trade Commission, Washingten, D.C. 20580 and the
appropriate state agency identified on Exhibit A.

The name, principal business address and telephone number of each franchise seller offering the
franchise: Rosemarie Harinett, Mary Rogers and Kathryn Ammstrong, 1806—Reber—Fulion
Drive46030 Manekin Plaza, Suite 205 Resten]10, Sterling, Virginia 2048420166, (703) 860-
. 6570, rosemarie@abrakadoodle.com, kathryn@abrakadoodle.com and mary@abrakadoodle.com.

Date of Issuance:  Mareh-22-2012 March 27, 2013
See Exhibit A for our registered agents authorized to receive service of process.

| have received a disclosure document dated March—22—2042 March 27, g013 that
includes the following Exhibits:

Agencies/Agents for Service of Process

Franchise Agreement, State Riders and Related Agreements
Franchisees

Former Franchisees

Financial Statements

Receipts

Tmoom>

Date:

Prospective Franchisee

Date:
Prospective Franchisee '

KEEP THIS COPY FOR YOUR RECORDS. This disclosure document is available in PDF
format by request to Rosemarie Hartnett at rosemarie@abrakadoodle.com.
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RECEIPT
(OUR COPY)

This disclosure document summarizes certain provisions of the franchise agreement and other
information in plain language. Read this disclosure document and all agreements carefully.

If Abrakadoodle, Inc. (“‘we” or “us”) offers you a franchise, we must provide this disclosure
document to you 14 calendar days before you sign a binding agreement with, or make a payment
to, us or an affiliate in connection with the proposed franchise sale.

New York and Rhode Island require that we give you this disclosure document at the earier of the
1% personal meeting, or 10 business days before the execution of any binding franchise or other
agreement or the payment of any consideration, whichever occurs first.

lowa requires that we give you this disclosure document at the 1% personal meeting.

Michigan and-WashingtorFfequirerequires that we give you this disclosure document 10 business
days before the execution of any binding franchise or other agreement or the payment of any

consideration, whichever occurs first.

If we do not deliver this disclosure document on time or if it contains a false or misleading
statement, or a material omission, a violation of federal law and state law may have occurred and
should be reported to the Federal Trade Commission, Washington, D.C. 20580 and the
appropriate state agency identified on Exhibit A.

The name, principal business address and telephone number of each franchise seller offering the
franchise: Rosemarie Hartnett, Mary Rogers and Kathryn Armstrong, 1800—Reber—Fulton
Drive46030 Manekin Plaza, Suite 205Resten110, Sterling, Virginia 20484,20166, (703) 860-
6570, rosemarie@abrakadoodle.com, kathryn@abrakadoodle.com and mary@abrakadoodle.com.

Date of Issuance: March=22,2012 March 27, 2013
See Exhibit A for our registered agents authorized to receive service of process.

| have received a disclosure document dated Mareh—22,—2042_March 27! 2013 that
includes the following Exhibits:

Agencies/Agents for Service of Process

Franchise Agreement, State Riders and Related Agreements
Franchisees :
Former Franchisees

Financial Statements

Receipts

mmoomr

Date:

Prospective Franchisee

Date:

Prospective Franchisee

PLEASE SIGN THIS COPY OF THE RECEIPT, DATE YOUR SIGNATURE, AND
RETURN:IT TO US ADDRESSED AS FOLLOWS: Rosemarie Harinett, 1880-Reber-Fulien
Drive46030 Manekin Plaza, Suite 205.—Reston110, Sterling, Virginia 20191.20166. This
disclosure document is available in PDF format by request to Rosemarie Hartnett at
rosemarie@abrakadoodle.com.
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