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A NiteLites franchise sells superior-quality lighting products and services to, and designs and installs
architectural and landscaping illumination products for, upscale homeowners and commercial
enterprises.

The total investment necessary to begin operation of a NiteLites franchised business is $66,275
to $110,785. This includes between$14,995 to $68,255 that must be paid to franchisor and its
affiliates.

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, the 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 for you.
To discuss the availability of disclosures in different formats, contact Tom Frederick at 6107 Market
Avenue, Franklin, Ohio 45005 and (513) 424-5510.

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 also be laws on franchising in your state. Ask your state agencies about them.
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How to Use This Franchise Disclosure Document

Here are some questions you may be asking about buying a franchise and tips on how
to find more information:

QUESTION WHERE TO FIND INFORMATION

How much can | earn? Iltem 19 may give you information about outlet sales, costs,
profits or losses. You should also try to obtain this
information from others, like current and former franchisees.
You can find their names and contact information in Item 20
or Exhibit K.

How much will | need to invest? ltems 5 and 6 list fees you will be paying to the franchisor or
at the franchisor’s direction. Item 7 lists the initial investment
to open. Item 8 describes the suppliers you must use.

Does the franchisor have the financial Item 21 or Exhibit m includes financial statements. Review
ability to provide support to my business? [these statements carefully.

Is the franchise system stable, growing, or [Iltem 20 summarizes the recent history of the number of

shrinking? company-owned and franchised outlets.
Will my business be the only NITELITES Iltem 12 and the “territory” provisions in the franchise
business in my area? agreement describe whether the franchisor and other

franchisees can compete with you.

Does the franchisor have atroubled legal |ltems 3 and 4 tell you whether the franchisor or its
history? management have been involved in material litigation or
bankruptcy proceedings.

What’s it like to be NITELITES franchisee? |ltem 20 or Exhibit K and Exhibit L lists current and former
franchisees. You can contact them to ask about their
experiences.

What else should | know? These questions are only a few things you should look for.
Review all 23 Items and all Exhibits in this disclosure
document to better understand this franchise opportunity.
See the table of contents.




What You Need To Know About Franchising Generally

Continuing responsibility to pay fees. You may have to pay royalties and other fees even if you are losing
money.

Business model can change. The franchise agreement may allow the franchisor to change its manuals and
business model without your consent. These changes may require you to make additional investments in
your franchise business or may harm your franchise business.

Supplier restrictions. You may have to buy or lease items from the franchisor or a limited group of suppliers
the franchisor designates. These items may be more expensive than similar items you could buy on your
own.

Operating restrictions. The franchise agreement may prohibit you from operating a similar business during
the term of the franchise. There are usually other restrictions. Some examples may include controlling your
location, your access to customers, what you sell, how you market, and your hours of operation.

Competition from franchisor. Even if the franchise agreement grants you a territory, the franchisor may
have the right to compete with you in your territory.

Renewal. Your franchise agreement may not permit you to renew. Even if it does, you may have to sign a
new agreement with different terms and conditions in order to continue to operate your franchise business.

When your franchise ends. The franchise agreement may prohibit you from operating a similar business
after your franchise ends even if you still have obligations to your landlord or other creditors.

Some States Require Registration

Your state may have a franchise law, or other law, that requires franchisors to register before offering or
selling franchises in the state. Registration does not mean that the state recommends the franchise or has
verified the information in this document. To find out if your state has a registration requirement, or to
contact your state, use the agency information in Exhibit H.

Your state also may have laws that require special disclosures or amendments be made to your franchise
agreement. If so, you should check the State Specific Addenda. See the Table of Contents for the location of
the State Specific Addenda.



Special Risks to Consider About This Franchise

Certain states require that the following risk(s) be highlighted:

1. Out-of-State Dispute Resolution. The franchise agreement requires you to
resolve disputes with the franchisor by mediation, arbitration and/or
litigation only in Ohio. Out-of-state mediation, arbitration, or litigation may
force you to accept a less favorable settlement for disputes. It may also cost
more to mediate, arbitrate, or litigate with the franchisor in Ohio than in
your own state.

2. Inventory Control. You must make inventory and supply purchases of
$50,000 - $95,000 in your first year even if you do not need that much. Your
inability to make these purchases or to maintain inventory levels at all times
may result in termination of your franchise and loss of your investment.

3. Financial Condition. The Franchisor's financial condition as reflected in its
financial statements (see Item 21) calls into question the Franchisor's
financial ability to provide services and support to you.

Certain states may require other risks to be highlighted. Check the “State Specific
Addenda” (if any) to see whether your state requires other risks to be highlighted.
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ITEM1. THE FRANCHISOR AND ANY PARENTS, PREDECESSORS AND
AFFILIATES

» o«

The Franchisor. To simplify the language in this disclosure document, the words “we”, “us”
or “our” mean the franchisor, NITELITES FRANCHISE SYSTEMS, INC. The word “you” means the
person to whom we award the franchise. If you are a corporation, partnership, limited liability
company, business trust or other business entity, certain provisions of this disclosure document also
apply to your owners and will be noted. We were incorporated in the State of Ohio on January 21,
2004. Our principal business address is 6107 Market Avenue, Franklin, Ohio 45005. We do business
only under our corporate name and the name NITELITES.

Our Business Activities. Our business activities include the grant of franchises to qualified
persons or entities. We offer a franchise for a business that provides superior-quality LED lighting
products and services, and designs and installs architectural and landscaping LED illumination
products for upscale homeowners and commercial enterprises in conjunction with the service mark
“NITELITES” and certain associated logos referred to as the “Marks.”! We refer to these businesses as
“NiteLites Franchises.” We refer to the NiteLites Business you will operate as the “Franchised
Business.”

A Franchised Business typically may be operated from a home office or similar location,
which will accommodate storage of a small inventory of NiteLites Products and Equipment. You will
operate the Franchised Business in accordance with our standards, methods, procedures and
specifications, which we refer to as our “System,” which is more particularly described in our Franchise
Agreement, attached as Exhibit A to this disclosure document.

We have offered franchises since August 26, 2004. As described in Item 5 of this disclosure
document, we furnish you and other franchisees with a Start-up Kit of supplies and other items you will
need to operate the Franchised Business. As described in Item 8, we also operate a national call center,
which schedules appointments for you and other franchisees. Except for selling franchises, supporting
franchisees, supplying franchisees with a Start-up Kit of supplies and operating the national call center,
we are not engaged in any other line of business. We do not own or operate a business of the type being
franchised, although one of our executives does.

Our Parents, Predecessors and Affiliate. We have no parents or predecessors. We have 1
affiliate, NL Manufacturing and Distribution Systems, Inc. (“NL Manufacturing”). We have two affiliates,
which operate NiteLites outlets and., which have been operating locations in Franklin, Ohio since 2004.
We have no other affiliates. No affiliate has previously offered franchises in this or any other line of
business. No affiliate has ever conducted a business of the type being franchised.

NL Manufacturing is an Ohio corporation incorporated on November 5, 2002, and is located
at 6107 Market Avenue, Franklin, Ohio 45005. NL Manufacturing developed a line of superior-quality
exterior LED illumination products and equipment, which feature the NITELITES trademark and are
referred to as “NiteLites Products and Equipment.” NL Manufacturing supplies NiteLites franchisees
with NiteLites Products and Equipment. NL Manufacturing has never owned or operated a business of
the type being franchised. NL Manufacturing does not and has not previously offered franchises in this
or any other line of business. From June 2002 through August 2004, NL Manufacturing offered
distributorships that offered NiteLites Products and Equipment. The distributorships differed from the
franchised business that we offer in that NL. Manufacturing did not and does not offer any assistance to

1 Capitalized terms, not otherwise defined, have the same meaning as in our Franchise Agreement attached as Exhibit A to
this disclosure document.
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the distributors and did not require the distributors to adhere to any system. There are currently no
distributorships that offer and sell NiteLites Products and Equipment.

General Description of the Market and Competition. Our concept is marketed to both
residential and commercial customers. National, regional and local economic conditions, population

density and general traffic conditions affect this industry and are generally difficult to predict. As a
franchisee, you will likely face competition from other national and local businesses, distributors, and
individuals performing similar services. You may also encounter competition from other NiteLites
Franchises operated by other franchisees. In addition, as you expand your Franchised Business, you
will face significant competition in this industry for qualified personnel.

Industry Specific Regulations. You must comply with all laws, rules and regulations governing
the operation of the Franchised Business and obtain all permits and licenses necessary to operate the
Franchised Business. We are aware of the following states that require a trade license or certification
for persons who install low voltage electrical fixtures: California, Florida, Georgia, Kentucky, New
Jersey and North Carolina. There may be other states, counties, or municipalities that also require a
license. Each state, county, or municipality may have different licensing requirements for installing low
voltage electrical fixtures. Ohio and other states and local jurisdictions have enacted laws, rules,
regulations and ordinances which may apply to the operation of your Franchised Business, including
those which: (a) set standards pertaining to employee health and safety; and (b) set standards and
requirements for fire safety and general emergency preparedness.

Agents for Service of Process. Our agents for service of process are listed in Exhibit G to this
disclosure document.

ITEM 2. BUSINESS EXPERIENCE

CEOQ, President, Treasurer, Director: Thomas A. Frederick

Tom has been our CEO, President, Treasurer, and a member of our Board of Directors since our
incorporation on January 21, 2004. In addition, since November 2002, Tom has served as President
and CEO of NL Manufacturing.

Director of Marketing, Secretary: Amanda Lewis

Amanda has served as our Director of Marketing since October 2005 and Secretary since January
2007.

Operating Manager, Holly Nevels

Holly has served as our Operating Manager since December of 2004.

Senior e R iveAlisha Ki




ITEM 3. LITIGATION

NiteLites Franchise Systems, Inc., NL Manufacturing & Distribution Systems, Inc. v. NiteLites,
Inc. (CASENO. 2013 CV 84662), Warren County Ohio Common Pleas. On September 5, 2013, we and

our affiliate NL Manufacturing & Distribution Systems, Inc. filed a suit against former franchisee NiteLites,
Inc. for breach of contract. We filed a motion of judgment on all counts. Former franchisee NiteLites, Inc.
is not opposing our motion for judgment. The court granted NiteLites Franchise Systems, Inc., NL
Manufacturing & Distribution Systems, Inc. motion for summary judgment on all counts issuing an order of
judgment against the former franchisee finding the former franchisee in material breach of the franchise
agreement, ordering the former franchisee to pay $14,276.19, and directing the former franchisee to
immediately and permanently cease use of NiteLites’ confidential information and Marks. The former
franchisee has failed to pay monies, which were order to be paid by the court, but the former franchisee has
ceased business using the NiteLites name and otherwise.

No other litigation is required to be disclosed in this Item.

ITEM 4. BANKRUPTCY

No bankruptcies are required to be disclosed in this disclosure document.

ITEM 5. INITIAL FEES

You must pay us a Franchise Fee as stated below:

Class Population Initial Franchise Fee
Number
1* 500,001 -1,000,000 $19,995
2 1,000,001 - 1,500,000 $27,495
3 1,500,001 - 2,000,000 $34,995
2,000,001 - up to 3,000,000 $42,995
SM 0-500,000 $14,995

*Class 1 with a population between 500,001 - 1,000,000 is the standard territory size that
we offer.

Except as stated above, the Franchise Fee is uniform as to all franchisees.

Refunds. The Franchise Fee is not refundable under any circumstances except if we, in our



discretion, determine that you are unable to satisfactorily complete the training program described in
Item 11 of this disclosure document; then, we may terminate the Franchise Agreement and, if we do so,
we will refund 50% of the Franchise Fee to you. At any time during the term of the Franchise
Agreement, we have the right and option to unilaterally terminate the Franchise Agreement (the
“Option to Terminate”) by refunding the Initial Franchise Fee paid by you and releasing you from your
post-termination non-compete obligations.

Initial Inventory Package Fee. Before beginning operation of the Franchised Business, you
will need to purchase from us, NL Manufacturing, or a supplier designated by us, and install at the
Franchise Premises an initial inventory of NiteLites Products and Equipment, which we refer to as the
“Initial Inventory Package.” You must pay us for the Initial Inventory Package when you attend the
initial training program. The Initial Inventory Package, which is itemized on Exhibit I to this disclosure
document, includes transformers, fixtures, LED lighting systems and other items, which you will use
for sales demonstration and display purposes. Your cost for the Initial Inventory Package will be
about $5,260. The cost of the Initial Inventory Package is included within the category “Initial
Inventory” in Item 7 of this disclosure document. If your Franchise Agreement terminates before you

begin operations, we will repurchase the initial inventory and refund the Initial Inventory Package
Fee provided the various products are unopened or unused and remain in saleable condition. You
are responsible for the transportation costs in returning the Initial Inventory Package to us.

Start-up Kit. Before you open your Franchised Business, you must purchase, from us, NL
Manufacturing, or a supplier designated by us, a Start-up Kit consisting of a product demonstration kit,
tools, vehicle graphics package, trade show display, uniforms and other supplies you will need for the
operation of the Franchised Business. You must pay us for the Start Up Kit when you attend the initial
training program. The cost of the Start-up Kit is $20,000, which is included within the category
“Furniture, Office Supplies, Start-up Kit” in the table in Item 7 of this disclosure document. If your
Franchise Agreement terminates before you begin operations, we will repurchase any unopened,
unused items remaining in a saleable condition from the Start-up Kit supplied by us or NL
Manufacturing and provide you with a refund for the returned items. You are responsible for the
transportation costs in returning Start-up Kit items.

VetFran Discount. We participate in the Veterans Transition Franchise Initiative, also
known as “VetFran.” VetFran is a voluntary effort of International Franchise Association members to
encourage franchise ownership by veterans of the U.S. military by offering financial incentives. If you
are a honorably-discharged U.S. military veteran and otherwise meet the VetFran requirements, we
will discount the Franchise Fee by 35%.

California Resident, please note that the California State Addendum contain in Exhibit O of
this Franchise Disclosure Document modifies and supplements this Item 5 above. Virginia residents,
and persons purchasing a franchise to be located in Virginia, should review the Virginia Addendum
in Exhibit O that modifies and supplements Item 5.



ITEM 6.

OTHER FEES

Type of Fee

Amount

Due Date

Remarks

Royalty Fee (per
territory)

5% of Gross Sales (Note 1)
or the Minimum Royalty
Fee as applicable (Note 2)

15th of each
month

The Minimum Royalty
Fee applies to all
Franchises except
Franchises with Small
Territories that have
populations less than
500,000. Franchises
with Small Territories
are not subject to the
Minimum Royalty Fee.
Small Territory
Franchises pay a
Standard Royalty Fee of
5% of their Gross
Revenues.

Marketing Fund
Contribution

2% of Wholesale Product
Purchases

Varies

Local Advertising (Note
4)

5% of Gross Sales

As incurred

You pay directly subject
to our approval. Payable
to the suppliers of

Contribution and/or the
required Local Advertising
may be re-designated for
Cooperative Advertising

advertising.
Cooperative All or any portion of the As directed We have the right to
Advertising Marketing Fund establish a Cooperative

Advertising program in
your regional marketing
area. Payable as
directed to us or the
advertising cooperative.

Call Center Service Fee

$500750

1st of each month
beginning on the
1st day of the 2nd
calendar month
after the month
in which you
open your
Franchised

Business

You will pay to us or NL
Manufacturing a fee for
call center services as
directed by us or as set
forth in the Manual.




Type of Fee

Amount

Due Date

Remarks

Internet Marketing Fee

$400275

Every 6 months
after opening

The Internet Marketing
Fee is for promoting our
trademarks and
products through the
Internet and World
Wide Web, maintaining
your e-mail accounts
and updating your
Internet presence.

Accounting Service Fee

$500 per month for Annual
Gross Sales $400 thousand
plus an additional $100
per month for each $100
thousand in Annual Gross
Sales over $400 thousand
up to $2 million in Annual
Gross Sales.

1th of each Month

The Accounting Service
Fee is to NL
Manufacturing for in
putting of customer
billing and invoicing
information into
accounting software
system and reporting.
You have access and
control of your
accounting software
system and you may
input information into
the accounting system
independently; however
you will still be
responsible for the
payment of the
Accounting Service Fee.

Ongoing Purchases of
NiteLites Products and
Equipment

$50,000 to $95,000 in your
first year (estimated)

As invoiced

NL Manufacturing will
provide you with
NiteLites Products and
Equipment as described
in Item 8. There are no
alternate sources of

supply.

Audit Expenses

Cost of audit plus interest
on underpayment

Upon demand

Audit costs payable only
if the audit shows an
understatement in
amounts due of at least
3%.

Late Fees (Note 5)

Internet Marketing Fees:
$25

Call Center Service Fees:
$50

Marketing Fund
Contributions: $100

Upon demand

You must pay a late fee
on any payment to us
that is more than 5 days
late.




Type of Fee

Amount

Due Date

Remarks

Interest

Highest applicable legal
rate, not to exceed 1.5%
per month

Upon demand

Applies to all overdue,
Marketing Fund
Contributions, Call
Center Services Fees,
Internet Marketing Fees
and other amounts due
to NL Manufacturing or
us. Also applies to any
understatement in
amounts due revealed
by an audit.

Supplier Approval

Reasonable cost of
inspection and testing

At the time of
Inspection or
test

Applies to new
suppliers or supplies
you wish to purchase
that we have not
approved.

Insurance

Amount of unpaid
premiums

Upon demand

Payable to us only if
you fail to maintain
required insurance
coverage and we elect
to obtain coverage for
you.

Transfer Fee

$5,000

At the time of
transfer

Payable when you
transfer or sell your
franchise. This transfer
fee does not apply to an
assignment of interest to
an entity controlled by
you.

Additional Training

Current rates as published
in the Manual; currently
$300 per day, per person,
plus your expenses as well
as your employees’
expenses in attending

Time of service

We provide 35 hours
over 1 week of training
for you and one
additional person. You
pay for additional
training if you request it.

Additional Operations
Assistance

Current rates as published
in the Manual; currently
$750 per day per person
plus our expenses

Time of
assistance

We provide 3
consecutive days of
assistance around the
beginning of operations.
You pay for additional
assistance if you request
it.




Type of Fee Amount Due Date Remarks
Ongoing Training You are required to pay Time of program | Attendance will not be
your expenses as well as required more than 2
your employees’ expenses times per year and
in attending these attendance will not
programs exceed 4 days per
calendar year.

Taxes Variable Upon demand You must pay any state
or local taxes (other than
income taxes) that may
be assessed on the,
Marketing Fund
Contributions, or other
fees you pay us.

Cost of Enforcement Cost including attorney Upon demand You will reimburse us

fees

for all costs in enforcing
obligations under the
Franchise Agreement if
we prevail.

Liquidated Damages

An amount equal to 2
years of the minimum
royalty fees or the actual
royalty fees you paid in the
previous 2 years prior to
termination

Upon demand

If the Franchise
Agreement terminates
before its term is
completed, we are
entitled to receive
monetary compensation.

Indemnification

Cost including attorney
fees

As invoiced

You will defend suits at
your cost and hold us
harmless against suits
involving damages
resulting from your
operation of the
Franchised Business.
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NOTES:

1.  “Gross Sales” means the aggregate of all revenue accrued from the sale of all exterior lighting
products and related products from all sources in connection with the Franchised Business, whether
or not collected by you and whether for check, cash, credit or otherwise, including all proceeds from
any business interruption insurance, but excluding all refunds made in good faith, promotional and
coupon discounts, and any sales and equivalent taxes which are collected by you for or on behalf of
any governmental taxing authority. (Section 1)

2. You are required to pay a Royalty Fee. Franchise may irrevocable elect to pay the below
Minimum Royalty in leu of the Royalty upon written 30 notice to Franchisor.

MINIMUM ROYALTY FEE
Fiscal Year (See Note 3) Royalty Fee Amount
1 $1000/ month$750/menth
2 $1,300/ month$4,250/
Freath
3 and every year there after $1,750/ Month$1,500/
Meonth

Small territory with populations less than 500,000 are not subject to the minimum royalty fee and
shall pay a standard royalty fee of 5% of their Gross Revenues.

The Minimum Royalty is not intended to be financial performance representation.

3. “Fiscal Year” means the 12-month period from January 1 through December 31. The first Fiscal
Year will be the Fiscal Year beginning on the first January 1 after you open the Franchised Business.

4.  “Local Advertising” means advertising, promotions and public relations within the local area to
be serviced by your Franchised Business. Within 30 days after each calendar quarter, you must
submit a report detailing your Local Advertising expenses for the quarter. If you fail to spend at least
5% of your Gross Sales on Local Advertising for 2 consecutive calendar quarters, we have the right
to terminate your franchise.

5. Late fees and interest on Marketing Fund Contributions are payable to NiteLites Franchise
Systems, Inc. in care of the NiteLites Marketing Fund. Late fees and interest on Call Center Service Fees,
Internet Marketing Fees, and other amount are payable to us or NL Manufacturing.

All fees are non-refundable and are payable to us or NL Manufacturing unless otherwise specified. All
fees are uniformly imposed on all new franchisees. Some NiteLites franchisees signed a different form
of Franchise Agreement that may not require them to pay certain fees listed above.

ITEM 7. ESTIMATED INITIAL INVESTMENT
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YOUR ESTIMATED INITIAL INVESTMENT

To Whom
Type of Method of
Expenditure Amount Payment When Due Pa%rél&r;cég to
. . When you sign
Franchise Fee $14,995 | to $42,995 Cashier’s the franchise Us
(Note 1) Check
agreement
According to
Rent (Note 2) $0 to $4,800 As Arranged agreement with Landlord
Landlord
Utility Deposits -
(Note 3) $0 to $500 As Arranged Before you open Utilities
Leasehold
Improvements $0 to $250 As Arranged As incurred Suppliers
(Note 4)
Furniture, Office Mamlllfsz;cltc]lll‘ring
Supplle§ and $22,500 | to $23,000 See Note 5 Before you open or a supplier
Start-up Kit (Note designated by
) us
Insurar;c)e (Note $3,000 to $5,000 As Arranged As incurred Suppliers
Signage (Note 7) $0 to $500 As Arranged Before you open Suppliers
Us, NL
Initial Invento Manufacturing,
(Note 8) y $5,260 to $5,260 As Arranged Before you open or a supplier
designated by
us
Vehicle (Note 9) $1,970 to $2,130 As Arranged zifc(l);es }i,r?:u(l)‘f:c? Suppliers
Computer $ 1,000 to $1,500 As Arranged Before you open Suppliers
Training (Note $1,000 to $3,000 As Arranged Before you open Airline, hotel,
10) restaurants
Licenses & $50 to $850 As Arranged Before you open Licensing
Permits (Note 11) & y p Authorities
Legal & Attorney,
Accounting (Note | $1,500 to $3,500 As Arranged Before you open Accountant
12)
Grand Opening First 3 months .
(Note 13) $5,000 to $7,500 As Arranged of operation Suppliers
Additional Funds Employees,
- 3 months (Note | $10,000 | to $10,000 As Arranged As incurred landlord,
14) suppliers, etc.
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YOUR ESTIMATED INITIAL INVESTMENT

To Whom
Type of Method of
Expenditure Amount Payment When Due Pa;l;réll(\e/lr:;cdlg to

TOTAL (Note 15) | $66,275 | to $110,785

NOTES
Except as specifically indicated, all payments are non-refundable.

1. Franchise Fee. The Franchise Fee is not refundable unless we, in our discretion, determine that
you are unable to satisfactorily complete our training program for new NiteLites Franchisees; then we
may terminate the Franchise Agreement and, if so, we will refund 50% of the Franchise Fee to you. We
may also, at any time during the term of the Franchise Agreement, unilaterally terminate the Franchise
Agreement (the “Option to Terminate”) by refunding the Initial Franchise Fee paid by you and releasing
you from your post-termination non-compete covenants. The Franchise Fee is described in greater

detail in Item 5 of this disclosure document. We may agree to a fifty percent (50%) discount of the
initial Franchise Fee in exchange for your covenant and agreement to pay a higher Royalty Fee at a
rate of two (2) time standard Fixed Royalty Fee rate for the initial term of the Franchise Agreement.
We may finance a portion of the initial franchise fee for you. Financing options are discussed in [tem
10. .

Teas Population Initial Franchise Fee
Number
1 500,001 -1,000,000 $19,995
2 1,000,001 - 1,500,000 $27,495
3 1,500,001 - 2,000,000 $34,995
4 2,000,001 - up to 3,000,000 $42,995
SM 0-500,000 $14,995

* Class 1 with a population between 500,001 - 1,000,000 is the standard territory size that we offer.
** A Small Market class has a population of less than 500,000 in the immediate geographic area.

2. Rent. You may operate your franchise out of your home if doing so will not violate any zoning or
building code or other ordinance. In the alternative you may purchase or lease a suitable premise from
which to operate the Franchised Business. Subject to zoning rules and local ordinances, you may
operate the Franchised Business from your home. We anticipate that most NiteLites Franchises not
operated from the franchisee’s home will be located in Class C retail commercial or light industrial
areas. The figures in the chart represent the rent for the start-up phase of the business (which we
calculate to be approximately 3 months) for approximately 200 square feet for an office, an 80 square
foot storage bay and a parking space. The figures are based upon a combined range of $15 to $20 per
square foot. It is difficult to estimate lease acquisition costs because of the wide variation in these costs
between various locations. Lease costs will vary based upon variance in square footage, cost per square
foot and required maintenance costs. The estimates do not include real estate taxes and assume that
rent commences when the Franchised Business opens. The terms of your lease will depend on the
size, location, condition and desirability of the premises. Rent payments may or may not include site
preparation and build-out costs, which will depend on the arrangements that you negotiate with your
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landlord. We assume the landlord will require the first month’s rent and a security deposit equal to one
month’s rent. The amounts paid are typically not refundable except for a security deposit which may
be refunded. The estimates assume that you will operate the Franchised Business from your home or
lease space for the Franchised Business, and so do not include costs related to the purchase of land or
the construction of any buildings. If you purchase and/or construct a site for the Franchised Business,
your initial costs will likely be significantly greater than the estimates in the chart.

3. Utility Deposits. You will generally incur certain deposits with local utilities if you are a new
customer; for example, electric, telephone, gas, water, and others. The deposit amount will vary
depending on the policy of the local utility. The lower end of the range, $0, reflects if your utility
provider does not charge or require a deposit for new customers or based on you being an existing utility
customer. Monthly utility expenses are not included in this section. However, They are disclosed in
Additional Funds.

4. Leasehold Improvements. You may need to make minimal leasehold improvements to install
additional electrical or phone lines for an office. The cost of leasehold improvements will vary based
upon size, condition and location of the Franchised Business, local wage rates and material costs. No
leasehold improvements may be necessary if you operate the Franchised Business from your home.

5.  Furniture, Office Supplies, Start-up Kit. In addition to office furniture, office equipment and
supplies, which you may purchase from any approved supplier, you will need to purchase a Start-up
Kit consisting of a product demonstration kit, a vehicle graphics package, a trade show display,
uniforms, specified tools, supplies and small equipment. You must purchase the Start-up Kit from us,
NL Manufacturing or a supplier designated by us. The estimated cost of the Start-up Kit is $20,000.00,
and is due in full when you purchase it.

6. Insurance. Requirements are described in greater detail in Section 15 of the Franchise Agreement.
Factors that may affect your cost of insurance include location of the Franchised Business, value of the
leasehold improvements, amount of inventory, the model, year and type of vehicle you use, and your
employees’ driving records, and other factors.

7.  Signage. You will receive a graphics package for 1 vehicle in the Start-up Kit, the cost of which is
included under “Furniture, Office Supplies, and Start-up Kit.” If you operate the Franchised Business
from your home, you should not incur any costs for signage beyond that which is included in the Start-
up Kit. The high estimate in this category reflects the approximate cost of office or warehouse signage
used in the Franchised Business if you lease space.

8.  Initial Inventory. You will need to purchase an initial inventory of NiteLites Products and
Equipment, including transformers, fixtures, bulbs, LED lighting systems, and other items for sales
demonstration and display purposes. Although the initial inventory may be purchased on an open
account, the range shown represents the full cost of purchase.

9.  Vehicle. The vehicle expense provided above represents 3 months’ purchase or lease payments
plus closing costs, the estimated cost to install an after-market global positioning system (GPS), and
GPS subscription fees for 3 months. Each of your vehicles must be equipped with a GPS (NOTE: the
required GPS does not provide maps, directions, or guidance to the driver of the vehicle—its functions
are to track the vehicle’s movements and monitor installation times and travel times). We estimate the
cost to purchase and install a GPS to range from $200 to $300 for each vehicle. You will also be required
to pay a monthly subscription fee for the GPS, which will range from $20 to $30 per month payable to
provider or vendor of the GPS System.

10. Training. You are not charged an additional fee for initial training. You are responsible for
transportation and expenses for meals and lodging and employees’ salaries (if applicable), while
attending training. The total cost will vary depending on how far you travel and the type of
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accommodations you choose.

11. Licenses & Permits. These amounts will be incurred for costs such as operating licenses and
permits. Your actual costs may vary from the estimates based on the requirements of local government
authorities.

12. Legal & Accounting. You will need to employ an attorney, an accountant and other consultants to
assist you in establishing your Franchised Business. These fees may vary from state to state depending
upon each state’s laws and the prevailing rate of attorneys’ and accountants’ fees. We will support you
in the setup of your business accounts on the required accounting software system.

13. Grand Opening. You will be required to spend at least $5,000 on grand opening advertising during
the first 3 months of operation. You may choose to spend more. Factors that may affect your decision
on the actual amount to spend includes local media cost, location of the Franchised Business and
customer demographics in the surrounding area.

14. Additional Funds. This amount estimates operating expenses for the start-up phase of the
Franchised Business, which we calculate as 3 months. Operation expenses for this beginning and
initial 3 month period include additional inventory, supplies, and utilities expenses. These expenses
do notinclude payroll costs or your living expenses. Additional funds may be required if sales are low
or operating costs are high. These expenses are typically non-refundable. In determining the
additional fund estimate, we relied on research and investigation regarding the operating history,
knowledge and experience of similar Businesses and the startup operation of NiteLites businesses.
It is an estimate only and may vary for many reasons, including the size and condition of your Site,
the capabilities of your management team, and your business experience and acumen.
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ITEM 8. RESTRICTIONS ON SOURCES OF PRODUCTS AND SERVICES

Except as described in this Item, you are not required to purchase or lease any goods,
services, supplies, fixtures, equipment, inventory or real estate relating to the establishment or
operation of the Franchised Business from us or designated suppliers.

Specifications/Approved Suppliers. All computer hardware and software, equipment,
forms, marketing materials, stationery, supplies, products, tools, and other materials used in the

Franchised Business shall comply with our specifications and, if required by us, shall be purchased
only from “Approved Suppliers” that we designate or approve (which might include us, an affiliate or
another supplier we designate). If we or one of our affiliates is an Approved Supplier, you will be
required to sign a purchase, lease, and license or supply agreement. We will provide you, in the
Manual or other written or electronic form, a list of services and products requiring approval and, if
required, a list of Approved Suppliers for some or all of these services and products and will from
time to time issue revisions. We formulate and modify our specifications and standards for products
and services based on our industry knowledge and experience in operating a similar business.

If you desire to use any item or service in operating the Franchised Business that we have
not approved (for items or services that require supplier approval), you will first send us sufficient
information, specifications and/or samples for us to determine whether the item or service complies
with our standards and specifications, or the supplier meets our Approved Supplier criteria. You must
pay all expenses incurred by us in connection with determining whether we will approve an item,
service or supplier. We will decide and notify you within 30 days after receiving the required
information whether you may purchase or lease such items or services or from such supplier. We
reserve the right to review from time to time our approval of any items or suppliers. We may revoke
our approval of any item, service or supplier at any time, in our sole discretion, by notifying you
and/or the supplier. You must, at your own expense, to promptly cease using, selling, or providing
any items or services disapproved by us and to promptly cease purchasing from suppliers, which we
disapprove.

We apply the following general criteria in approving a proposed supplier: its ability to
provide sufficient quantity of product; the quality of its products and/or services at competitive prices;
its production and delivery capability; and the dependability and general reputation of the supplier.
Nothing requires us to approve any particular supplier or to make available to prospective suppliers,
standards and specifications that we, in our discretion, deem confidential.

NiteLites Products and Equipment. NL Manufacturing and other suppliers designed by us
supply you and our other franchisees with our proprietary line of NiteLites Products and Equipment.
NL Manufacturing is not the sole supplier of NiteLites proprietary Products and Equipment. NiteLites
Products and Equipment include: transformers, fixtures, bulbs, timers, outlets, lens covers,
connectors, and LED lighting systems for path, spot, deck, and water lighting and other items
described in our Manual which are especially suited for superior quality architectural and landscape
LED illumination. There are no alternate sources of supply. We may introduce new or modify existing
NiteLites Products and Equipment and there are no limits on our right to do so. We do not require
you to carry a full line of NiteLites Products and Equipment at all times. You will be required at all
times to maintain a sufficient inventory of NiteLites Products and Equipment to operate the
Franchised Business at full capacity. When you sign the Franchise Agreement, you will also enter into
a Supply Agreement with NL Manufacturing. A copy of NL Manufacturing’s standard Supply Agreement
is attached as Exhibit E to this disclosure document. As a result of NL. Manufacturing’s sale of NiteLites
Products and Equipment to you and other franchisees, NL Manufacturing will derive revenue equal
to the price it charges you and other franchisees for the items.
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Call Center Services. We have developed a centralized call center specially designed to
manage customer inquiries about NiteLites LED illumination design, and installation services. The
NiteLites Call Center Service processes customer inquiries and sales leads, coordinates sales calls and
estimate appointments for you and other franchisees. We currently charge a fee of $750560 per month
for Call Center Services. You will not be required to pay the monthly Service Fee until the beginning of
the second month after you begin operations of the franchise. When you sign the Franchise Agreement,
you will also be required to sign the Call Center Service Agreement. A copy of this agreement is included
as Exhibit F to the Franchise Agreement. We will derive revenue equal to the Call Center Service Fees
we charge you and other franchisees.

Internet Marketing Fee. We have established an Internet site which posts advertisements and
information about the products and services provided by you and other franchisees. We currently
charge a semi-annual fee of $400275 for Internet Marketing. Our Internet Marketing services and
policies are detailed in our Manual. Fees are collected in February and August each year via our
standard required payment methods. Further details about advertising programs and our system
wide Marketing Fund are provided in Item 11 of this disclosure document. We will derive revenue from
you and other franchisees equal to the fees you and other franchisees pay for Internet Marketing
conducted by us.

Accounting Services Fee. NL Manufacturing, our affiliate, provides accounting services
including inputting of customer billing and invoicing information into accounting software and
reporting. You have access and control of your accounting software system and you may input
information into the accounting system independently; however you will still be responsible for the
payment of the Accounting Service Fee. The fee for accounting services is based on Annual Gross Sales
Revenue on prior 6 months of sales & are as follows per month:

$0 - $400K = $500.00 $701K to $800K = $900.00

$401K to $500K = $600.00 $801K to $900K = $1000.00
$501K to $600K = $700.00 $901K to $1M =$1100.00

$601K to $700K = $800.00 *Max increment of $100.00 per $100K is $2M

NL Manufacturing will derive revenue from you and other franchisees equal to the fees you and other
franchisees pay for accounting services.

Start-up Kit. Before you open your Franchised Business, you are required to purchase, from
us, NL Manufacturing, or a supplier designated by us, a Start-up Kit consisting of a product
demonstration Kit, tools, vehicle graphics package, tradeshow display, uniforms and other supplies you
will need for the operation of the Franchised Business. As a result of our or NL Manufacturing’s sale of
the Start-up Kit to you and other franchisees, we or NL Manufacturing will derive revenue equal to the
price you and other franchisees pay for the Start-up Kit.

We reserve the right to develop other proprietary products and services specially designed
for use in the NiteLites System and to require you and other franchisees to purchase these products
and services from us. We also reserve the right to designate ourselves as an Approved Supplier for
any items or materials used in the operation of your Franchised Business. Neither we nor any affiliate
of ours derive revenue as a result of your purchases from other Approved Suppliers, although we
reserve the right to do so in the future.
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Computer Hardware and Software. You are required to install and use the computer
hardware and software as described in Item 11 of this disclosure document. Neither we nor any affiliate
of ours will derive revenue as a result of your purchase of computer hardware and software.

Accounting Data. You are required to use our accounting package named QuickBooks
Enterprise Solutions, which is hosted on our virtual private network (“VPN”). Your accounting data will
be maintained at all times on our servers. You will be assigned a user ID and password to access the
VPN. Neither we nor any affiliate of ours will derive revenue as a result of use of QuickBooks Enterprise
Solutions.

Insurance. You shall procure, at your sole expense, and maintain in full force and effect during
the term of the Franchise Agreement, insurance naming NiteLites Franchise Systems, Inc. and NL
Manufacturing & Distribution Systems, Inc as additional insured and/or loss payee, in addition to any
other insurance that may be required by applicable law, any lender or leaser as follows:

1. Comprehensive general public liability insurance against claims for bodily and
personal injury, death and property damage caused by or occurring in conjunction with the operation
of the Franchised Business, or Franchisee’s conduct of business pursuant to this agreement providing
minimum liability coverage for claims, as specified by Franchisor from time to time covering
occurrences at installation sites, Franchised Business Approved Location, or offsite; currently the
minimum is Two Million Dollars ($2,000,000.00) per occurrence and Four Million Dollars
($4,000,000.00) aggregate.

1.2. Errors and Omissions Insurance in the amount of $1,000,000 for Accounting Services.

2:3. “All Risk” coverage insurance on all contents including inventory, furniture, fixtures,
equipment, supplies and other property used in the operation of the Franchised Business for full
“replacement cost” coverage.

3:4.  Workers’ Compensation that complies with the statutory requirements of the state in
which the Franchised Business is located and employer liability coverage with a One Hundred
Thousand Dollar ($100,000.00) minimum limit or, if greater, the statutory minimum limit if required
by state law.

4.5. Automobile Liability Insurance for owned, hired and non-owned vehicles with a
combined single limit of at least One Million Dollars ($1,000,000.00).

5:6. General property damage insurance, including fire and extended coverage, vandalism
and malicious mischief insurance.

Such policy or policies shall be written by an insurance company licensed in the state in which
Franchisee operates and having at least an “A” Rating Classification as indicated in A.M. Best's Key
Rating Guide. We reserve the right to alter the insurance requirements. Neither we nor any affiliate
of ours will derive revenue as a result of your purchase of insurance.

Vehicles. You will need to lease or purchase a vehicle to operate your Franchised Business.
The vehicle per our current standards is a full size Chevrolet Express Cargo Van, Mercedes Sprinter,
Dodge Promaster, Ford Transit, or Freightliner Sprinter with access package, minimum of % ton or
equivalent. You will use your vehicle to carry your tools and equipment and to make sales calls and
service customers within your Protected Territory. Each of your vehicles must be equipped with a
global positioning system (GPS). You and we will have full access to the data captured and stored on
the GPS including vehicle movement and travel times. You must purchase the GPS from an Approved
Supplier, GPS of Miami, Florida, is the only Approved Supplier for GPS equipment and services). The
GPS does not provide
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maps, directions, or guidance to the driver of the vehicle. Instead, it's a management tool, to enable the
owner or manager of the franchise to monitor employees’ activities. The functions of the GPS are to
track the vehicle’s movements and monitor installation times and travel times. We estimate the cost to
purchase and install a GPS will range from $200 to $300 per vehicle. This cost is included in the table
in [tem 7 of this disclosure document. You will also be required to pay a monthly subscription fee to
Realtrack GPS., which will range from $20 to $30 per vehicle per month. Neither we nor any affiliate of
ours will derive any revenue as a result of your lease or purchase of vehicles or GPS equipment or
services.

Miscellaneous. We may negotiate group rates, as appropriate, for purchases of equipment
and supplies necessary for the operation of the Franchised Business. Presently, there are no such
purchase or supply agreements in effect. There are no purchasing or distribution cooperatives that you
are required to join. Neither we nor any affiliate of ours receive revenue or other material consideration
from any third-party suppliers as a result of purchases by you or any other franchisee. We may,
however, do so in the future. We may receive volume rebates, markups and other benefits from
suppliers, or in connection with the furnishing of suppliers, and all such benefits will accrue to our
benefit and you will have no entitlement or interest..

We estimate that 20%:% to 39% of your required expenditures for leases and purchases in
establishing your Franchised Business and 30% to 55% of your expenditures on an ongoing basis
will be for goods and services which must be purchased from approved or designated suppliers or in
accordance with our specifications.

In calendar year 20222023, our affiliate, NL Manufacturing, derived
$2,333,098.402;593,526:92, or 8885% of its total revenue of $2,650,582.363;049,49591, from the

sale of all required purchases and leases of products and services to Nltethes franchlsees %&e%heic

The franchisor, NiteLites Franchise Systems, Inc., derived $214,486.27218,238.81 or 7162%
of our total revenues of $300,286.27352,930.69 in calendar year 2022-2023 from the sale of required
purchases and leases of products and services to NiteLites franchisees.

Except for NL Manufacturlng, Wthh is owned by our CEO, none of our offlcers owns an

We do not provide or withhold material benefits to you (such as renewal rights or the right
to open additional NiteLites Franchises) based on whether or not you purchase through the sources we
designate or approve, however, purchases of unapproved products or from unapproved suppliers in
violation of the Franchise Agreement will entitle us, among other things, to terminate the Franchise
Agreement.

ITEM 9. FRANCHISEE’S OBLIGATIONS

The following table lists your principal obligations under the franchise and other agreements.
It will help you find more detailed information about your obligations in these agreements
and in other items of the disclosure document.
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Section in
Disclosure
Obligation Franchise Agreement | DocumentItem
a. | Site selection and acquisition/lease 5 12
Pre-opening purchases/leases 5.D,5.E 11.D,13,15 7,8
c. | Site development and other pre-opening 59 6,7,11
requirements
d. | Initial and ongoing training 9.A,9.E 6,7,11
e. | Opening 5.F,9.D,10.D 11
f. | Fees 3,4.B,9,10,11E, 56
13.M, 15.D, 18.E, 19.B,
22.C
g. | Compliance with standards and 56,7,8,10,11,12, 8
policies/operating manual 13,15
h. | Trademarks and proprietary information 6,7,8 13,14
i. | Restrictions on products/services offered 5.D,13.B, 13.D 8,16
j- | Warranty and customer service requirements 13.L 16
k. | Territorial development and sales quotas 13.E 12
Ongoing product/service purchases 13.B,13.C,13.D 8,11
m. | Maintenance, appearance and remodeling 4B,12.B,13.F 6,17
requirements
n. | Insurance 15 6,7,8
0. | Advertising 10 6,11
p. | Indemnification 22.B 6
g- | Owner’s participation/management/staffing 13.G,13.1 15
r. | Records and reports 11 11
s. | Inspections and audits 6.D,11.E,13.0 6,11,13
t. | Transfer 19 17
u. | Renewal 4B, 4.C 17
v. | Post-termination obligations 18 17
w. | Non-competition covenants 16 17
x. | Dispute resolution 23 17
y. | Liquidated damages 18.E 6
ITEM 10. FINANCING

Franchise Fee. If you meet our credit standards, we will finance part of the initial Franchise
Fee for a NiteLites Franchise. Your specific payment and credit terms will depend upon your
employment history and business experience; your credit history and rating; the amount, source and
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character of your assets, debts and income; and any other factors that may affect your
creditworthiness. We offer two financing options:

(A) we will finance up to 50% of the initial Franchise Fee for up to 3 years at 10%2%
interest, or

(B) we will finance up to 25% of the initial Franchise Fee for up to 2 years at 9%
interest.

When you sign the Franchise Agreement, you must sign a promissory note for the amount
that we agree to finance (a sample of the promissory note is attached to this disclosure document as
Exhibit B) and pay us the balance of the initial Franchise Fee. The promissory note will be payable in
equal monthly installments. The first installment will be due on the 15th day of the first full calendar
month after you open your Franchised Business, but no later than 6 months after you sign the
Franchise Agreement. The table below summarizes the financing options we offer for each class of
Protected Territory.

:“::ilchise Optlg;) A/B Down Amount Term | Interest | Monthly 13[23}?1;
Fee Financed) Payment | Financed | (Years) Rate Payment -
§75,000 A (50%) $37,500 | $37,500 3 10.5% | $1,244.96 | $44,818.30
B (25%) $56,250 | $18,750 2 9% $872.34 | $20,936.12
$65,000 A (50%) $32,500 | $32,500 3 10.5% | $1,078.96 | $38,842.56
B (25%) $48,750 | $16,250 2 9% $756.03 $18,144.63
$55,000 A (50%) $27,500 | $27,500 3 10.5% | $912.97 $32,866.76
B (25%) $41,250 | $13,750 2 9% $639.72 $15,353.14
$40,000 A (50%) $20,000 | $20,000 3 10.5% | $663.98 $23,903.09
B (25%) $30,000 | $10,000 2 9% $465.25 $11,165.92
§25,000 A (50%) $12,500 | $12,500 3 10.5% | $414.99 $14,939.41
B (25%) $18,750 | $6,250 2 9% $290.78 $6.978.71

The only security we require is a personal guaranty of the promissory note by all the
owners of a franchisee that is a corporation, limited liability company, or other limited liability entity
(a sample of the guaranty is attached to this disclosure document as Exhibit C). The promissory note
may be prepaid without penalty. If you do not pay the promissory note on time, or if you breach the
Franchise Agreement, we have the right to call the loan and demand immediate payment of the entire
unpaid balance. We have the right to require you to make note payments by automatic electronic
funds transfer. We also have the right to terminate your franchise if you do not make your payments
on time. You must pay our attorney fees and court costs if a collection action is necessary. You waive
your rights to presentment for payment and notice before a collection action may be started against
you. You must pay a late charge equal to the greater of $50 or 10% of any payment received after its
due date.

NiteLites Products and Equipment. You may purchase NiteLites Products and Equipment
only from our affiliate, NL Manufacturing. When you sign your Franchise Agreement, you must also
enter into a Supply Agreement with NL Manufacturing (a copy of the Supply Agreement is attached to
this disclosure document as Exhibit E). If you meet NL Manufacturing’s credit standards, you may be
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permitted to purchase NiteLites Products and Equipment on open account. Full payment for all
purchases will be due no more than 30 days after NL Manufacturing invoices you—the specific terms
will depend upon your credit history and rating, the amount, source and character of your assets,
debts and income, and any other factors that may affect your creditworthiness, and NL Manufacturing
has the right to modify the payment and credit terms based upon your financial condition and
payment experience. You must pay an annual finance charge of 18% on any late payment. NL
Manufacturing may require you to grant it a purchase money security interest in your inventory and
all proceeds from the sale of your inventory. All of the owners of a franchise that is a corporation,
limited liability company, or other limited liability entity must personally guaranty the franchisee’s
obligations under the Supply Agreement. We may require you to pay for NiteLites Products and
Equipment when you place your order for Products and Equipment or prepay by way of an advance
deposit account. If you do not pay an invoice on time or if you breach any other provision of the
Supply Agreement, if you do not pay the promissory note described above on time, or if you breach
the Franchise Agreement or any other agreement with us, NL Manufacturing has the right to demand
immediate payment of your account and/or delay or withhold shipments of products and we may
terminate your Franchise Agreement. NL Manufacturing has the right to require you to pay by
automatic electronic funds transfer. We have the right to terminate your franchise if you do not pay
NL Manufacturing’s invoices on time or if you breach any other provision of the Supply Agreement.
You must pay NL Manufacturing’s attorney fees and court costs if legal action is necessary to enforce
the Supply Agreement. You waive your right to a jury trial of any dispute between you and NL
Manufacturing.

Except as described above, we do not offer financing that requires you to confess judgment
or waive defenses or other legal rights. We do not arrange financing from other sources or receive
direct or indirect payments to place financing. We do not sell, assign or discount to a third party all
or any part of the financing arrangement, and although we reserve the right to do so in the future, we
have no plans to do so as of the date you are receiving this disclosure document. We do not guarantee
your obligations to third parties. Neither we nor any affiliate receives any consideration for placing
financing with a lender

The highest interest rate allowed in California is 10% annually.

ITEM 11. FRANCHISOR’S ASSISTANCE, ADVERTISING, COMPUTER SYSTEMS, AND
TRAINING

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

Pre-Opening Assistance. Before you begin operating your Franchised Business, we will
(unless otherwise specified, all references to a “Section” mean the Franchise Agreement):

1. Designate your “Protected Territory” within which you will operate your Franchised
Business. See Item 12 for additional information on the Protected Territory. (Section 2.D)

2. Review and approve your lease or purchase agreement for the site for the operation of the
Franchised Business (Section 5.B). Our review of your lease or purchase agreement and any advice or
recommendations we may offer do not constitute representations or guarantees by us that you will
succeed at the leased or purchased premises.

3. Provide you with standard plans and specifications for the build-out and equipping of the
Franchise Premises, and for the vehicles and products and services to be used in and offered for sale by
the Franchised Business. (Section 5.C)
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4, Provide you with a list of Approved Suppliers, either through the Manual or through written or
electronic form. (Section 13.C)

5. Provide an initial training program for approximately 35 hours over 1 week. All training we
provide will be subject to the terms in Section 9.A of the Franchise Agreement. This training is
described in detail later in this Item.

6. Provide to you electronic access to our NiteLites Operating Manual and other manuals, which
are part of the System, as more fully described in Section 8 of the Franchise Agreement. The total
number of pages in the Operating Manual is listed on the Table of Contents of the Operating Manual,
which is included in Exhibit H to this disclosure Document.

Length of Time to Open Franchise. We anticipate that a typical franchisee will open their
Franchised Business 3 months after they sign a Franchise Agreement or pay the Initial Franchise Fee,
whichever occurs first. Factors that may affect this time period include your ability to find suitable
office space (provided you are not able to use an office in your home), ability to secure permits, zoning
and local ordinances, delays in installation of equipment and completion of the initial training program.
You are required to open your Franchised Business and be operational within 6 months after signing
the Franchise Agreement, or we have the right to terminate your Franchise Agreement without
refunding any money you have paid. (Section 5.D)

Ongoing Assistance. During the operation of your Franchised Business, we will:

1. Provide you with on-site assistance and guidance for approximately 3 days to assist you with
any questions you may have. (Section 9.D)

2. From time to time, be available by telephone, e-mail or facsimile to discuss any problem and
to render advice and guidance with respect to planning, opening and operation of the Franchised
Business and other aspects of the System during our normal business hours. We do not charge for
these services, however, we retain the right to discontinue this service should you, in our discretion,
be deemed to be utilizing this service too frequently or in an unintended manner. (Section 14.A)

3. Make periodic visits to your Franchised Business for the purposes of consultation, assistance
and guidance in various aspects of the operation and management of the Franchised Business. We
may prepare written reports outlining any suggested changes or improvements. (Section 14.B)

4. Provide you with electronic modifications to the NiteLites Operating Manual as they are made
available to franchisees. (Section 8.B)

5. Periodically make available changes and additions to the System as generally made available to
all franchisees. (Section 12.B)

6. Provide forms of advertising and promotional materials including ad-slicks, brochures, fliers
and other materials to you for use in the operation of the Franchised Business. (Section 14.C)

7. Make available to you ongoing training programs as we deem necessary. (Section 9.E)

Advertising and Promotion

You must spend 5% of your Gross Sales on Local Advertising. You will make these expenditures
directly subject to our approval. (Section 10.A)

1. There is no advertising council that advises us on advertising policies.

-23-



2. We have established a system wide Marketing Fund, to which you are required to contribute
two percent (2%) of your Wholesale Product Purchases, upon the purchase of Wholesale Products.

We will oversee all advertising programs with sole discretion over the creative concepts,
materials and media used in such programs and the placement and allocation thereof. The media
used may include print, television, radio, Internet or other media. We cannot and do not ensure that
any particular franchisee will benefit directly or pro rata from the placement of advertising by the
Marketing Fund.

Your Marketing Fund Contribution may be used to meet any and all costs of producing,
maintaining, administering and directing consumer advertising (including the cost of preparing and
conducting television, radio, Internet, magazine and newspaper advertising campaigns and other
public relations activities developing and/or hosting an Internet web page of similar activities;
employing advertising agencies to assist; and providing promotional brochures and other marketing
materials to franchisees). We initially plan to conduct all advertising in-house, but may use a national
or regional advertising agency in the future. All contributions by you to the Marketing Fund will be
maintained in a separate account from our funds and will not be used to defray any of our general
operating expenses, except for such reasonable administrative costs and overhead, if any, as we may
incur in activities reasonably related to the administration of the Marketing Fund.

Affiliate and franchisor-owned businesses operating under the same System and Marks as
the Franchised Business will make similar contributions to the Marketing Fund.

We anticipate that all contributions to the Marketing Fund will be expended for advertising
and promotional purposes during our fiscal year within which the contributions are made. All
expenditures in the following fiscal years will be made first out of any interest or other earnings from
previous years (if any), next out of earnings in the current year, and finally from contributions.
Although we intend the Marketing Fund to be of perpetual duration, we maintain the right to
terminate the Marketing Fund. The Marketing Fund will not be terminated, however, until all monies
in the Marketing Fund have been expended for advertising and promotional purposes or returned to
you on a pro rata basis.

An accounting of the operation of the Marketing Fund will be prepared annually and will
be made available to you upon request. We reserve the right, at our option, to require that such
annual accounting include an audit of the operation of the Marketing Fund prepared by an
independent certified public accountant selected by us and prepared at the expense of the Marketing
Fund.

During the one-year period ending on December 31, 26222023, the Marketing Fund'’s total
receipts were $56,017.1648,315.24 -and total expenses were $48,315.24$56,017.16 of which 1315%
on media placement other than internet; 145% on internet advertising or internet optimization;
3724-5% on marketing literature such as brochures, flyers, and mailers;36-5%en-Tradeshew; and
3427% on administrative expenses. No Marketing Fund dollars were used for soliciting new franchise
sales.

The Marketing Fund is not a trust and we assume no fiduciary duty in administering the
Marketing Fund. (Section 10.B).

3. We have the right to create Cooperative Advertising programs for the benefit of all NiteLites
Franchises located within a particular geographic area. We have the right to allocate any portion of
your Marketing Fund Contributions, and collect and designate all or a portion of your required Local
Advertising expenditures, for a Cooperative Advertising program. We have the right to determine the
composition of all geographic territories and market areas for the implementation of Cooperative
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Advertising programs and promotional campaigns, and to require that you participate in a
Cooperative Advertising program if and when we establish one in an area that encompasses your
Protected Territory. If a Cooperative Advertising program is implemented in a particular area, we
have the right to establish an advertising cooperative for that area to administer the Cooperative
Advertising program, and every Franchisee in the area will be required to participate in the
cooperative according to the cooperative’s rules and procedures and to abide by the cooperative’s
decisions. (Section 10.C). Each Franchisor or Affiliate-owned business using the Operating System
and the Marks shall make contributions to the Cooperative Advertising program equivalent to the
contributions required of franchisees within the NITELITES Network. If a Cooperative Advertising
program is established, an accounting of the operation of the Cooperative Advertising program will
be prepared annually and will be made available to you upon request. Cooperative Advertising
program dollars will not be used for soliciting new franchise sales.

4. During the first 3 months of operation, you must spend at least $5,000 on Grand Opening
Advertising. We will provide you with guidance for conducting Grand Opening Advertising and you
must obtain our prior approval of your Grand Opening Advertising materials. Your expenditures for
Grand Opening Advertising are in addition to Local Advertising. (Section 10.D)

5. You are required to list and advertise the telephone number for the Franchised Business in
the “white pages” telephone directory and the classified or “yellow pages” telephone directory
distributed in the trade area of the Franchised Business and in such directory heading or category as
we specify. The telephone number must be listed under an address or other location within your
Protected Territory. You must place the classified directory advertisement and listings together with
other NiteLites Franchises operating under the same System and Marks within the distribution area
of the directories. If a joint listing is obtained, the cost of the advertisements and listings will be
apportioned by all Franchised Businesses placed together. (Section 10.E)

6. We maintain an Internet site to market and advertise the products and services offered by
franchisees. We charge you a semi-annual fee of $400275 for Internet Marketing. See Item 8 of this
disclosure document. (Section 3.F)

We retain the sole right to establish and maintain a site on the Internet or World Wide Web
using a domain name or uniform resource locator containing the Marks and to establish any social
media accounts that we see fit and to advertise on the Internet. You agree not to establish a presence
or advertise on the Internet using any of the Marks, or any confusingly similar words, names or marks
without our prior consent. All Franchised Business email communication must be sent to,
communicated from, and received using the email account and address established and furnished by
Franchisor. Franchisee shall not use or publish any other email address other than the one furnished
by Franchisor. We may request that you prepare content about the Franchised Business for our
Internet marketing. We retain all rights, title and interest in any domain names and social media
accounts that we designate in the Manual. (Sections 6.F and 10.F)

Computer System. To operate your NiteLites Franchise, you will need a Windows 7 or latest
version based desktop or notebook computer, and cellular IPad, a color laser printer, word
processing spreadsheet software, and mobile apps. Our minimum hardware and software
specifications require an Apple iPad latest version, 64GB cellular and Windows or MAC laptop PC
with Microsoft Office. In most cases a more recent version of a required software application will be
acceptable.
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We will provide you with a standard e-mail account capable of receiving and sending
attached files up to 5 MB in size. You must have access to a high speed Internet connection for
purposes of reaching our Virtual Private Network (VPN) and communicating with us and other
franchisees via e-mail. If you connect to the Internet through a commercial Internet service provider
(“ISP”), the ISP will typically require a monthly subscription charge (usually from $20 to $75). You
will use your computer system and iPad to maintain information about your customers, prepare job
proposals and invoices, maintain the financial records of the Franchised Business, access Internet
sites, and communicate with prospective and current customers, suppliers, us, and others via e-mail.
You must provide us with independent access to all of the information that will be generated and
stored on your computer system and tablet if we request it. There are no contractual limitations on
our right to access the information. You are contractually required to upgrade and update your
computer system and tablet as we require during the term of the franchise, but not more than one
time per year. There are no limits on the costs you may incur to upgrade or update. We currently do
not require you to purchase a maintenance, repair, update, or upgrade service contract for your
computer system, but we have the right to do so in the future. We do not know the annual cost of any
optional or required maintenance, repair, updating, upgrading, or support contracts. Neither we nor
any of our affiliates or any third party is obligated to provide ongoing maintenance, repairs, upgrades,
or updates to your computer system. The cost of the computer system will range from $1,000 to
$1,500, and is included in the table in Item 7. (Section 11.D)

Location of the Franchised Business. We do not select or approve a site, or provide you with
assistance in selecting a site, for the Franchised Business. We do not impose any restrictions upon the
location from which you operate the Franchised Business. You may operate your franchise out of your
home, provided that doing so will not violate any zoning or building code or other ordinance. You are
not required to operate the Franchised Business from a site within your Protected Territory, but you
must maintain a business address in your Protected Territory, the telephone number for your
franchise must be listed under an address or other location in your Protected Territory, and the
location should be geographically convenient to the more densely populated areas of your Protected
Territory and to major thoroughfares. You are not permitted to operate the Franchised Business
outside your Protected Territory (see Item 12 below for a detailed explanation of the territorial
restrictions). You must provide us with the address of the site and notify us promptly of any change
in the location.

Initial Training. We provide an initial training program, for you (or your Designated Manager,
if you are a business entity) and up to one other employee. You or your Designated Manager, if
applicable, must attend and complete the initial training program to our satisfaction before beginning
operations of the Franchised Business. The initial training program consists of approximately 35 hours
over one week of instruction pertaining to the operation and management of a Franchised Business,
including understanding of administrative, operational, sales/marketing matters, financial controls,
other management and operational techniques and maintenance of quality standards. There is no
additional fee for initial training; however, you must pay all expenses incurred during training,
including travel, lodging, meals and employees’ salaries, if applicable. (Section 9.A) Our initial training
program is currently conducted in either Ft. Myers, Florida; Nashville, Tennessee; or Cincinnati, Ohio
depending on which location is closest to where the Franchised Business will be located and which
location is most convenient for you. At the time that the Protected Territory is defined, you shall be
informed where the training shall be conducted. All training shall be conducted at one location in either
FT. Myers, Florida; Nashville Tennessee; or Cincinnati, Ohio. If you cannot successfully complete the
initial training program, we may terminate your Franchise Agreement. If we do so, we will refund 50%
of the Franchise Fee you paid.
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All training will be conducted by our President, Tom Frederick, and trainers Dave Thoma or
Dustin Huling.

Tom Frederick has been our CEO, President, Treasurer, and a member of our Board of
Directors since our incorporation on January 21, 2004. In addition, since November 2002, Tom has
served as President and CEO of NL. Manufacturing. From October 2001 through October 2005, he was
CEO of Prescott Ellen, Inc. Prescott Ellen shared an office with NiteLites until October 2005 and
offered marketing, forms management and promotion services. In October 2005, it sold all of its
assets to a Michigan company named Prograde/Horak, LLC.

Mr. Thoma has been a full-time Training and Support Specialist with NL. Manufacturing since
May 2004. Since January of 2011, Mr. Thoma has also owned and operated the NiteLites franchise in
Nashville, Tennessee. Before joining NL Manufacturing, he installed NiteLites lighting systems on a
part-time basis for 4 years between 2000 and 2004. He has experience in all aspects of the installation
of NiteLites lighting Systems.

Dustin Huling is general and design manager for the Dayton/Cincinnati franchise. He became
aservice manager in 2005. In 2009, Mr. Huling became a sales manager and in 2010 general manager
of the Dayton franchise. Most recently Mr. Huling, in 2013 became general and design manager for the
Dayton franchise and Corporate Trainer us, the Franchisor. Most recently in 2013, Mr. Huling, in
addition to his role with the Dayton franchise, assumed the role of Corporate Trainer for us, the
Franchisor.

The instructional material will be our Manual. The agenda of our initial training program is
listed in the table below. We periodically may require that previously trained franchisees attend and
participate in refresher programs. Attendance at refresher training programs will be at your sole
expense, however, attendance will not be required at more than 2 refresher programs and will not
exceed 4 days in any calendar year. (Section 9.E)

Subject

Hours of Classroom
Training

Hours of On-the-Job
Training

Location

Introduction

Ft. Myers, FL
Nashville, TN
Cincinnati, OH

Sales

Ft. Myers, FL
Nashville, TN
Cincinnati, OH

Design and Layout

Ft. Myers, FL
Nashville, TN
Cincinnati, OH

Installation

10

Ft. Myers, FL
Nashville, TN
Cincinnati, OH

Inventory

Ft. Myers, FL
Nashville, TN
Cincinnati, OH

Marketing

Ft. Myers, FL
Nashville, TN
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Cincinnati, OH
Office Procedures 1 Ft. Myers, FL
Nashville, TN
Cincinnati, OH
Service and 1 2 Ft. Myers, FL
Troubleshooting Nashville, TN
Cincinnati, OH
Estimates 1 5 Ft. Myers, FL
Nashville, TN
Cincinnati, OH
Review 15 Ft. Myers, FL
Nashville, TN
Cincinnati, OH
Total 15 20 Ft. Myers, FL
Nashville, TN
Cincinnati, OH

ITEM 12. TERRITORY

We grant you the right to operate a NiteLites Franchise at a particular location known as
the “Franchise Premises.” You may not relocate the Franchise Premises without our consent.

We will grant you a Protected Territory. We are prohibited by the Franchise Agreement
from establishing any substantially similar franchised or franchisor-owned businesses under the
name NITELITES or any other name within your Protected Territory. We have the following rights:
(a) to operate and license others to operate NiteLites Franchises at any location outside your
Protected Territory; (b) to operate and license others to operate businesses for the sale of products
or services other than those offered by the Franchised Business including but not limited to, low
voltage products and services, at any location, within or outside your Protected Territory, using
different trademarks; (c) to sell products and services similar to those offered through the Franchised
Business, either within or outside your Protected Territory, through alternate channels of
distribution (other than franchised outlets, but including e-commerce, direct mail, retail outlets
wholesale and distribution, and catalog sales), under any trademarks (including our Marks); and (d)
to engage in any other activities not expressly prohibited by the Franchise Agreement. There is no
provision in the Franchise Agreement that requires us to compensate you if we solicit or accept
orders from inside your Protected Territory.

The grant of Protected Territory is non-exclusive. You will not receive an exclusive territory.
You may face competition from other franchisees, from outlets that we own, or from other channels of
distribution or competitive brands that we control.

The Franchise Fee you must pay when you sign your Franchise Agreement will be determined
by the population of your Protected Territory (see Item 5 of this disclosure document for a more
detailed explanation of the Franchise Fee). We may agree to a fifty percent (50%) reduction in the
initial Franchise Fee in exchange for your covenant and agreement to pay a higher Royalty Fee at a
rate two (2) times the standard Fixed Royalty rate for the initial term of the Franchise Agreement.
The maximum population of a Protected Territory size is 3,000,000 people. Population figures for
the Protected Territory will be based upon the most recent available U.S. Census data at the time the
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Protected Territory is designated. We presently use a computer mapping application named
Alteryx™1 to determine territory populations, but we may substitute another product or use data
freely available from the U.S. Census Bureau at any time in our unrestricted judgment.

You may not solicit or advertise for customers or operate the Franchised Business in another
franchisee’s Protected Territory, and you may not advertise on the Internet. There are no other
restrictions on your right to solicit or accept orders from customers outside your Protected Territory.

You will be required to achieve a minimum level of annual gross sales, or “Minimum
Annual Gross Sales,” each Fiscal Year.

If you fail to achieve the Minimum Annual Gross Sales for 2 consecutive Fiscal Years, we
have the right to terminate your Franchise Agreement or reduce the size of your Protected Territory.
Except for that, your rights to your Protected Territory are not dependent upon your achievement of
a certain sales volume, market penetration, or other contingency. If the U.S. Postal Service alters the
boundary or number of any Postal Code assigned to you, we will re-define the boundaries of your
Protected Territory to correspond as nearly as possible to your original Protected Territory. Our
decision on this matter will be final. We do not have any other right to alter your Protected Territory
without your consent. You maintain the rights to your Protected Territory even if the population
increases. We will not change the boundaries of your Protected Territory if you renew your NiteLites
Franchise, even if the population of your Protected Territory has increased or decreased since you
originally purchased your Franchise. There are no other circumstances that would permit us to
modify your territorial rights.

If you are in compliance with the Franchise Agreement and we contract with a major
purchaser of NiteLites Products and Equipment for a location in your Protected Territory, we may
receive proposals from others to fulfill the contract or we may offer the right directly to you. We refer
to these major purchasers as “National Accounts.” If we receive proposals from others, we will offer
you a right of first refusal to fulfill the contract. If you opt to fulfill the contract after we receive a
proposal from another, you must agree to fulfill the contract at the same price and on the same terms
as contained in the proposal. (Section 2.F)

ITEM 13. TRADEMARKS

Under the Franchise Agreement, we grant you the right to operate the Franchised Business
under the trademark NITELITES. You may also use current or future Mark to operate your Franchised
Business that we designate in writing, including the logo on the front of this disclosure document. By
“Mark,” we mean any trade name, trademark, service mark and logo that we authorize you to use to
identify your business.

We have registered the following marks on the Principal Register of the U.S. Patent and
Trademark Office. We have filed all required registration renewals as due and affidavits as required
in connection with the registrations listed below.

1 Alteryx™ is a registered trademark of SRC, LLC in the United States and other countries.
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Registration
Trademark Goods/Services Number Registration Date
Installation of outdoor
NITE LITES Design low voltage lighting 1,872,819 January 10, 1995
systems
NITELITES | Designand September 16
installation of 3,501,821 p ’
Word Mark L 2008
landscape lighting
NITELITES | Lectriclighting 3,720,035 December 1, 2009
fixtures
Lighting apparatus,
EZ-LATCH TREE RING namely, lighting 5065931 October 18, 2016
installations

The NITE LITES design (Reg. No. 1,872,819) was registered with the PTO by an individual named
Constantine G. Pergantis. Mr. Pergantis is not affiliated with us. Under a trademark assignment
agreement dated August 5, 2004, and recorded with the PTO on August 27, 2004, Mr. Pergantis
assigned to us all of his rights in the NITE LITES Mark in connection with the sale and installation of
architectural LED illumination products, in exchange for which we agreed to pay him a monthly
assignment fee. The assignment fee is 2% of our “gross sales” through June 30,2013, and 1%2% of our
gross sales from July 1, 2013 through August 4, 2034. “Gross sales” means the total royalties and
franchise fees paid to us by NitelLites franchisees, and the total revenue of our affiliate, NL
Manufacturing, from the sale of NiteLites Products and Equipment to NiteLites franchisees and
distributors. Mr. Pergantis is entitled to a minimum assignment fee of $1,000 per month through June
30,2008, $1,500 per month from July 1, 2008 through June 30,2013, and $2,000 per month from July
1,2013 through August 4, 2034. The agreement also requires us to pay Mr. Pergantis a bonus of 2% of
the proceeds from any sale of our stock or the sale of a substantial portion of our business or assets. We
have the right to terminate the assignment fee payments at any time within the first 10 years of the
agreement by paying a termination fee equal to 8 times the total assignment fees paid to Mr. Pergantis
during any consecutive 12-month period chosen by him. If we breach the agreement and fail to cure
the breach within 30 days, all rights to the NITE LITES Mark will revert to Mr. Pergantis. Under the
same agreement, we granted Mr. Pergantis an exclusive license to use the NITE LITES Mark in
Maryland, the counties of Arlington, Fairfax, Loudion and Prince William and the City of Alexandria in
Virginia, and Washington, D.C. The term of Mr. Pergantis’s trademark license is for as long as Mr.
Pergantis uses the Mark unless terminated sooner for cause.

In addition, NL Manufacturing claims common law trademark rights in and to the following
Mark:

Trademark Date Of Use
NITELIGHTS June 1,1998

Under an agreement dated July 30, 2004, NL Manufacturing assigned all of its rights in the
NITELIGHTS Mark to us.

Other than the above, there are no agreements currently in effect which significantly limit our
rights to use or license the use of the Marks in any manner material to the franchise.
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There are currently no effective material determinations of the PTO, Trademark Trial and
Appeal Board, the trademark administrator of this state or any court; pending infringement, opposition
or cancellation; or pending material litigation involving the Marks.

We are aware of the following third-party uses of our NITELITES name or mark. Any
franchisees in or around these geographic areas could be materially affected by these infringing uses.

1. A company named Night Lights, Inc. operates a business similar to the Franchised Business
under the name NIGHT LIGHTS at 19651 Bruce B. Downs Boulevard, Tampa, Florida 33647. Although
we do not know the parameters of its geographic market, it may be able to prevent us from using or
licensing the use of the NITELITES Mark in certain areas. We believe that this use infringes upon our
rights in our NITELITES Mark and that our rights are superior so as to enable us to prevent its use of
the name.

2. Anindividual named Nick Young operates a business similar to the Franchised Business under
the name NITE LITES BY NICK at 8 Candon Court, Columbia, South Carolina 29229. Although we do
not know the parameters of his geographic market, he may be able to prevent us from using or
licensing the use of the NITELITES Mark in certain areas. We believe that this use infringes upon our
rights in our NITELITES Mark and that our rights are superior so as to enable us to prevent his use of
the name.

3. A company named Night Light, Inc. operates a business similar to the Franchised Business
under the name NIGHT LIGHT at 30 Acord Drive, Hawthorn Woods, Illinois 60047. Although we do
not know the parameters of its geographic market, it may be able to prevent us from using or
licensing the use of the NITELITES Mark in certain areas. We believe that this use infringes upon our
rights in our NITELITES Mark and that our rights are superior so as to enable us to prevent its use of
the name.

Except as disclosed above, there are no infringing or prior superior uses actually known to us
that could materially affect the use of the Marks in this state or any other state in which the Franchised
Business is to be located.

Your right to use the Marks is derived solely from the Franchise Agreement and is limited to
the conduct of your Franchised Business. You may only use the Marks in accordance with our
standards, operating procedures and specifications and any unauthorized use of the Marks by you is a
breach of the Franchise Agreement and an infringement of our rights in and to the Marks. You will not
acquire any rights in the Marks. In addition, under the Franchise Agreement, you agree not to contest
the validity or the ownership of any of the Marks or assist any other person in contesting the validity
or ownership of the Marks at any time, either during the term of the Franchise Agreement or after its
expiration or termination.

You are required to immediately notify us of any apparent use of, or challenge to, a trademark
identical or confusingly similar to any of our Marks, or claim by any person of any rights in any Marks.
You may not communicate with any person other than us and our counsel regarding any infringements,
challenges or claims, unless you are legally required to do so, however, you may communicate with
your own counsel at your own expense. We have the right to take whatever action we think
appropriate—we are not required to take any affirmative action. We are not required to protect your
right to use our Marks or protect you against claims of infringement or unfair competition arising out
of your use of our Marks. We are not required to participate in your defense or indemnify you for
your expenses or damages if you are a party to an administrative or judicial proceeding involving any
of our Marks, or if the proceeding is resolved unfavorably to you. We have the right to control
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exclusively any settlement, litigation or PTO or other proceeding arising out of any alleged
infringement, challenge or claim or otherwise concerning any Mark. You must execute any instruments
and documents, render assistance, take actions, which in the opinion of our counsel, may be necessary
or advisable to protect and maintain our interests in any litigation or other proceeding or to otherwise
protect and maintain our interests in the Marks.

We may require you to modify or discontinue use of any Mark, to use one or more additional
or substitute trademarks or service marks. We will not be required to reimburse you for your
expenses to modify or discontinue the use of a Mark or adopt a substitute mark, or for any loss of
goodwill associated with any modified or discontinued mark.

You must use the Marks as the sole trade identification of the Franchised Business. You may
not use any Mark or part of any Mark as part of any corporate or trade name, in any modified form, nor
may you use any Mark in connection with the sale of any unauthorized product or service, or in any
other manner which we do not authorize in writing. You must give notices of trademark and service
mark registrations as we specify and obtain such fictitious or assumed name registrations as may be
required under applicable law.

You may not establish or operate an Internet site or website using any domain name
containing any of the Marks or any variation of the Marks without our written consent. We retain the
sole right to advertise using the Marks on the Internet and create a website using the Marks in the
domain name and to use any other domain names we may designate in the Manual. We are the sole
owner of all right, title and interest in and to such domain names as we designate in the Manual.

ITEM 14. PATENTS, COPYRIGHTS AND PROPRIETARY INFORMATION

No patents are material to the franchise. We own certain copyrights in the Manual(s),
marketing materials and other copyrightable items that are part of the System. While we claim
copyrights in these and similar items, we have not registered these copyrights with the United States
Registrar of Copyrights but need not do so to protect them. You may use these items only as we specify
while operating your Franchised Business and must stop using them if we direct you to do so.

There are currently no effective determinations of the Copyright Office (Library of Congress)
or any court regarding copyrighted materials. Our right to use or license copyrighted items is not
materially limited by any agreement or known infringing use.

We will provide our Confidential Information to you during training, in the Manual and as a
result of the assistance we furnish you during the term of the franchise. You may use our Confidential
Information only for the purpose of operating your Franchised Business and only within the manner
we authorize in writing. You will divulge Confidential Information only to employees who must have
access to it in order to operate the Franchised Business. You may not contest our ownership of our
trade secrets, methods and procedures. You may not use or disclose any Confidential Information in
any manner other than as we permit in writing. You (and if applicable, your shareholders, officers,
directors, partners, employees, trustees, members, and managers) agree to: (a) not use our Confidential
Information in any other business or capacity; (b) maintain the absolute confidentiality of our
Confidential Information during and after the term of the Franchise Agreement; (c) not make any
unauthorized copies of any portion of the Confidential Information; and (d) adopt and maintain
procedures we prescribe to prevent unauthorized disclosure of the Confidential Information.
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Certain individuals having access to Confidential Information, including your shareholders,
officers, directors, partners, members, managers, employees, trustees or professional staff, may be
required to sign non-disclosure and non-competition agreements in a form we approve.

All ideas, concepts, techniques or materials concerning the Franchised Business, whether
or not protectable intellectual property and whether created by or for you or your owners or
employees, must be promptly disclosed to us and will be deemed part of the System which we may
choose to adopt and/or disclose to other franchisees. Likewise, we agree to disclose to you ideas,
concepts, techniques or materials developed by other franchisees, which are made a part of the
System. You agree to assist us in obtaining property rights in any such item disclosed to us if
requested by us.

ITEM 15. OBLIGATION TO PARTICIPATE IN THE ACTUAL OPERATION OF THE
FRANCHISED BUSINESS

The Franchised Business shall at all times be under the direct, on-premises supervision of
either you, if you are an individual, or if you are a business entity, such as a corporation, limited
liability company, business trust, or partnership, your Designated Manager. If you replace a
Designated Manager for any reason, he or she must satisfactorily complete our training program. The
Designated Manager is not required to have an ownership interest in the Franchised Business.

All shareholders, officers, directors, partners, members, managers, employees, trustees or
professional staff are presumed to have access to Confidential Information, described in Item 14, and
may be required to sign a Nondisclosure and Noncompetition Agreement in a form approved by us to
maintain the confidentiality of the Confidential Information described in Iltem 14 and conform with the
covenants not to compete similar to those described in Item 17. A copy of the Non-Disclosure and Non-
Competition Agreement is attached to this disclosure document as Exhibit D.

We require each individual who owns a 5% or greater interest in the entity to sign the
“Guaranty and Assumption of Obligations” attached as Exhibit C to this disclosure document. The
Guaranty requires those who sign it to pay all monetary obligations under the Franchise Agreement
and to perform and fulfill all other promises, obligations and duties you must perform under the
Franchise Agreement. We do not require spouses of the franchisee or spouses of the owners of the
franchisee to sign the Franchise Agreement or the Guaranty.

ITEM 16. RESTRICTIONS ON WHAT THE FRANCHISEE MAY SELL

Unless you operate the Franchised Business from an office within your principal residence,
you must use the Franchise Premises solely for the operation of the Franchised Business; must keep
the Franchised Business open and in normal operation as specified in the Manual; must refrain from
using or permitting the use of the Franchise Premises for any other purpose or activity at any time
without first obtaining our written consent; and must take prompt action to ensure the safety of the
Franchise Premises and the service vehicles. You may only provide authorized services and products
that are within the scope of a business providing outdoor illumination products. You must comply
with all of our reasonable requirements in that regard.

You must operate the Franchised Business in strict conformity with all applicable federal,
state and local laws, rules and regulations. These laws, rules and regulations vary from jurisdiction to
jurisdiction and are amendable and may be implemented or interpreted in different manners over time.
[t is solely your responsibility to apprise yourself of the existence and requirements of all laws, rules
and regulations applicable to the Franchised Business and to adhere to them.
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You are required to offer for sale and use all Authorized Products and Services specified in
the Manual or that we has expressly approved. You may not offer or sell or provide services, which we
have not approved. We may periodically change required or authorized products or services. There
are no limits on our right to do so. If we change, modify or improve the System, you may be required to
add or replace equipment, signs, and make improvements or modifications as necessary to maintain
uniformity with our current standards and specifications.

You must maintain the Franchised Business, including the equipment, in “like new” condition
and repair or replace damaged, worn out, unsafe or obsolete equipment, tools, computer hardware,
signs, vehicles, and like items at the Franchised Business.

You may not solicit or advertise for customers or operate the Franchised Business in another
franchisee’s Protected Territory, and you may not advertise on the Internet without our prior written
consent. There are no other franchisor-imposed restrictions or conditions that limit access to

customers.

ITEM 17. RENEWAL, TERMINATION, TRANSFER AND DISPUTE RESOLUTION

THE FRANCHISE RELATIONSHIP

The following table lists certain important provisions of the franchise and related
agreements. You should read these provisions in the agreements attached to this disclosure

document.

Section* in the

Provision Franchise Agreement Summary
a. | Length ofthe franchise | 4.A, Supply Agreement 5 years
term Section 20.
b. | Renewal or extension 4B Renewable for 2 additional
of the term successive terms of 5 years each.
c. | Requirements foryou 4B.1-4.B.8 Substantially comply with the

to renew or extend

provisions of the Franchise
Agreement; have access to and
right to retain possession of the
Franchise Premises or suitable
substitute location; provide notice
of intent to renew; sign a current
Franchise Agreement; make capital
expenditures as necessary to
maintain uniformity with any of
our required System modifications;
meet current qualifications and
training requirements; ; satisfy all
monetary obligations to us or an
affiliate.

You may be asked to sign a
contract with materially different
terms and conditions than your
original contract.
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Provision

Section* in the
Franchise Agreement

Summary

Termination by you

17.A

If you are in compliance, and we
materially breach the Franchise
Agreement and fail to cure or fail to
begin to cure within 30 days of
receiving your written notice,
subject to state law.

Termination by us
without cause

17.C

Franchisor has the right and option
to unilaterally terminate the
Franchise Agreement (the “Option
to Terminate”) by refunding the
Initial Franchise Fee and releasing
Franchisee from the Post
Termination Non-Compete
obligation under the Franchise
Agreement

Termination by us
with cause

17.B

We may terminate the Franchise
Agreement only if you default
under the Franchise Agreement or
Supply Agreement.

“Cause” defined -
curable defaults

17.B.2

If you fail to make payments due to
us under the Franchise Agreement
or promissory note; fail to meet the
Minimum Annual Gross Sales for 2
consecutive Fiscal Years; fail to
spend the minimum amount for
Local Advertising for 2 consecutive
calendar quarters; buy, sell, or use
competing or substitute products
or equipment; or fail to comply
with mandatory specifications in
the Franchise Agreement or
Manual, you generally have 30
days to cure, except for defaults
included in (h) below.

“Cause” defined - non-
curable defaults

17.B.1., Supply Agreement
Section 19

Non-curable defaults of the
Franchise Agreement: failure to
establish and equip the Franchise
Premises and the service vehicles;
failure to satisfactorily complete
training; making a material
misrepresentation or omission in
the application for the franchise;
conviction or plea of no contest to a
felony or other crime or offense
that can adversely affect the
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Provision

Section* in the
Franchise Agreem

ent

Summary

reputation of either party or the
Franchised Business; any
unauthorized use of the Manual
and trade secrets or Confidential
Information; abandonment of the
Franchised Business for 5
consecutive days; violation of an
Anti-Terrorism Law; surrender or
transfer of control of Franchised
Business in an unauthorized
manner; adjudication of Franchisee
as bankrupt or insolvent; general
assignment for the benefit of
creditors; misuse of the Marks;
failure to submit reports, records
or payments on 3 or more separate
occasions in any 12 month period;
Fails to maintain Books and
Records current up-to-date by
more than fourteen (14) business
days or maintains inconsistent or
multiple sets of financial records;
violation of any health, safety or
other laws or conduct of
Franchised Business in a manner
creating a health or safety hazard;
installation or sale of products in
other franchisee’s Protected
Territory without our written
permission.

Non-curable defaults of the Supply
Agreement: failure to pay an
invoice when due, failure to
perform obligations, default of
Franchise Agreement, sale,
relocation or transfer of Products
except in the ordinary course of
business, you are adjudicated
bankrupt, insolvent or make a
general assignment for the benefit
of creditors; any attempt by
another to garnish or attach the
Product.

Your obligations on
termination/non-
renewal

18.A, 18.E

Stop operations of the Franchised
Business; assign or sublease the
remainder of the lease for the
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Provision

Section* in the
Franchise Agreem

ent

Summary

Franchised Business to us; stop
using the System, the Marks and
any Confidential Information or
proprietary material; cancel or if
we request, assign any assumed
names containing the Marks to us;
pay all sums owed to us including
damages and costs incurred in
enforcing the termination
provisions of the Franchise
Agreement; Return any and all
reproductions of the Manual and,
copyrighted or other proprietary
material and Confidential
Information; assign your telephone
and facsimile numbers and listings
to us as requested; complete a de-
identification of all vehicles and
leasehold interest unless assigned
or subleased to us; provide to us a
complete detailed consumer list
and copies of any and all
outstanding service or other
contracts; comply with the
covenants not to compete and any
other surviving provision.

If termination is the result of your
default, you must pay us an
amount equal to 2 years of the
minimum royalty fees or the actual
royalty fees you paid in the
previous 2 years prior to
termination.

Assignment of
contract by us

19.A, Supply Agreement

Section 21

There are no restrictions on our
right to assign except that the
assignee must be financially
responsible and economically
capable of performing the
obligations contained in the
Franchise Agreement.

There are no restrictions on NL
Manufacturing’s right to assign the
Supply Agreement.
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Provision

Section* in the
Franchise Agreement

Summary

“Transfer” by you -
defined

19.B

Includes transfer of Franchise
Agreement, ownership of
franchisee entity or sale of assets.

Our approval of
transfer by you

19.B

No transfer without our prior
written consent.

Conditions for our
approval of transfer

19.B.1-19.B.10

All obligations owed to us must be
paid; unless prohibited by law, you
and the transferee must sign a
general release; the transferee
must meet our qualifications;
transferee must sign the current
Franchise Agreement; you must
provide us with all contracts
relating to the transfer and the
terms must be acceptable to us;
you have paid a transfer fee of
$5,000; transferee must obtain all
required consents and approvals;
you agree to continue to be bound
to the obligations of the new
Franchise Agreement and to
guarantee the transferee’s
performance; transferee must
satisfactorily complete the training
program; transferee must agree to
honor the terms of your warranties
and service agreements; and you
and your owners execute a non-
disclosure and non-competition
agreement.

Our right of first
refusal to acquire your
business

20

We can match any offer for the
Franchised Business or an
ownership interest you propose to
sell.

Our option to
purchase your
business

18.B

We are not obligated to do so, but,
if the franchise is terminated or
expires, we may purchase the
assets of the Franchised Business
at the lesser of cost or fair market
value.
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Provision

Section* in the
Franchise Agreement

Summary

Your death or
disability

19.G

Your heirs, beneficiaries, devisees
or legal representatives can apply
to us to continue operation of the
Franchised Business, or sell or
otherwise transfer interest in the
Franchised Business within 6
months of death or incapacity. If
they fail to do so, the Franchise
Agreement will terminate and we
will have the option to buy the
Franchised Business.

Non-competition
covenants during the
term of the franchise

16.A

During the term of the Franchise
Agreement, neither you, nor your
Designated Manager, nor any
affiliate, nor any officer, director,
member, trustee, general partner
nor other owner may divert or
attempt to divert any business or
customer of the Franchised
Business to any competitor or
engage in any act injurious to the
goodwill associated with the Marks
or the System; own or otherwise
have any interest in any
Competitive Business, subject to
state law.

Non-competition
covenants after the
franchise is
terminated or expires

16.B

No individual franchisee, any
owner, officer, director, trustee, or
executive of a non-individual
franchisee, or any affiliate,
Designated Manager, or
professional staff of the franchisee
may: be involved in any
Competitive Business for 2 years
within 50 miles of the Franchised
Business or within 50 miles of any
other franchisor or franchisee-
owned NiteLites Franchise; subject
to state law .

Modification of the
agreement

22.G

The Franchise Agreement can be
modified only by written
agreement between you and us.
The Manual is subject to change
but will not materially alter your
fundamental rights.
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Section* in the

Provision Franchise Agreement Summary
t. | Integration/merger 21.G Only the terms of the Franchise
clause Agreement are binding (subject to

state law). Any representations or
promises outside of the disclosure
document and franchise agreement
may not be enforceable.
Notwithstanding the foregoing,
nothing in this or any related
agreement is intended to disclaim
the express representations made
in the Franchise Disclosure
Document, its exhibits, and

amendments.
u. | Disputeresolution by 23.F, Supply Agreement Except for claims relating to the
arbitration or Section 28 Marks or Confidential Information,
mediation all disputes must be mediated in

Cincinnati, Ohio, before resorting
to litigation. Please see the state
specific addenda.

v. | Choice of forum 23.B, Supply Agreement Except for certain claims, any
Section 30 litigation must take place in
Warren County, Ohio or in the
United States District Court for the
Southern District of Ohio, Western
Division, located in Cincinnati,
Ohio, unless your state law

prohibits.
w. | Choice of law 23.A, Supply Agreement Ohio law governs (subject to your
Section 29 state law), except that disputes

regarding the Marks will be
governed by the United States
Trademark Act of 1946 (Lanham
Act, 15 U.S.C. Sec. 1051 et seq.).
Please see the state specific
addenda.

* All references to Section numbers mean the Franchise Agreement unless otherwise
specified.

Termination on Bankruptcy

A provision in your Franchise Agreement that terminates the franchise on your bankruptcy
may not be enforceable under federal bankruptcy law.

Reinstatements and Extensions

If any termination or expiration of the Franchise Agreement would violate any applicable
law, we may reinstate or extend the term to comply with the law.
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ITEM 18. PUBLIC FIGURES

We do not presently use any public figures to promote the franchise or the NiteLites System.
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ITEM 19. FINANCIAL PERFORMANCE REPRESENTATIONS

The FTC’s Franchise Rule permits a franchisor to disclose 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 the information is included in the disclosure document.
Financial performance information that differs from that included in Item 19 may be given only if:
(1) a franchisor provides the actual records of an existing outlet you are considering buying; or (2) a
franchisor supplements the information provided in this Item 19, for example, by providing
information about performance at a particular location or under particular circumstances.

We do not make any representations about a franchisee’s future financial performance or
the past financial performance of company-owned or franchised outlets. 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 your future income, you
should report it to the franchisor’s management by contacting Tom Frederick, CEO, at 6107 Market
Avenue, Franklin, Ohio 45005, (513) 424-5510, the Federal Trade Commission, and the appropriate
state or territorial regulatory agencies.

ITEM 20. OUTLETS AND FRANCHISEE INFORMATION
Table No. 1

SYSTEMWIDE OUTLET SUMMARY
For Years 2020-2021 to 20222023

Outlets at the | Outlets at the
Outlet Type Year Start of the Year | End of the Year Net Change
20212020 1112 1113 0-1
Franchised Outlets| 20222021 1143 1143 06
20222023 11 1110 9-1
20212020 66 66 09
Company-Owned | 20222021 66 66 00
20222023 6 6 0
20212020 1748 1747 0-1
Total Outlets 20222021 1737 1737 00
20222023 17 1716 0-1
Table No. 2

TRANSFERS OF OUTLETS FROM FRANCHISEES TO NEW OWNERS
(Other than the Franchisor)
For Years 2021 to

20232020-t0-2022
Number of
State Year Transfers
Florida 202120626 0
20222021 0
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| 20232022 |
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State

Number of
Transfers

Total

Table No. 3

STATUS OF FRANCHISED OUTLETS
For Years 2021 to 20232020t 2022*

Ceased
Outlets Non- Reacquire | Operation | Outlets
at Start | Outlets | Terminatio | Renewa | d by s  Other | atEnd of
State Year | of Year | Opened ns Is Franchisor | Reasons the Year
Delaware 2020 |1 0 0 0 0 0 1
2021 |1 0 0 0 0 0 1
2021
2023 |1 0 0 0 0 91 10
2022
Florida 2020 |1 0 0 0 0 0 1
2020
2021 |1 0 0 0 0 0 1
2021
2023 |1 0 0 0 0 0 1
2022
Georgia 2020 |12 06 06 06 06 0% 11
2020
2021 | 1+ 06 06 06 06 06 11
2021
2023 |1 0 0 0 0 0 1
2022
Indiana 2020 |1 0 0 0 0 0 1
2020
2021 |1 0 0 0 0 0 1
2021
2023 |1 0 0 0 0 0 1
2022
Kansas 2020 |1 0 0 0 0 0 1
2020
2021 |1 0 0 0 0 0 1
2021
2023 |1 0 0 0 0 0 1
2022
Missouri 2020 |1 0 0 0 0 0 1
2020
2021 |1 0 0 0 0 0 1
2021
2023 |1 0 0 0 0 0 1
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Ceased
Outlets Non- Reacquire | Operation | Outlets
at Start | Outlets | Terminatio | Renewa | d by s  Other | atEnd of
State Year | ofYear | Opened ns Is Franchisor | Reasons the Year
Total 2021 | 1112 00 00 090 090 01 1111
2020
2022 | 1111 00 00 00 00 00 1113
2021
2022 | 11 0 0 0 0 01 110
2023
* If multiple events occurred affecting an outlet, this table shows the event that occurred
last in time.
Table No. 4
STATUS OF COMPANY-OWNED OUTLETS
(including outlets owned by affiliates or officers of Franchisor)
For Years 2021 to 20232020-te-2022
Outlets at Reacquired Outlets Sold | Outlets at
Start of | Outlets from Outlets |to End of
State Year Year Opened | Franchisees | Closed Franchisees | the Year
Florida 20202020 3 0 0 0 0 3
20212021 3 0 0 0 0 3
20232022 3 0 0 0 0 3
Kentucky | 20202020 1 0 0 0 0 1
20212021 1 0 0 0 0 1
20232022 1 0 0 0 0 1
Ohio 20202020 2 0 0 0 0 2
20212021 2 0 0 0 0 2
20232022 2 0 0 0 0 2
Total 20202020 6 0 0 0 0 6
20212021 6 0 0 0 0 6
20232022 6 0 0 0 0 6
Table No. 5
PROJECTED OPENINGS
As of December 31, 20222023
Franchise Projected New
Agreements Signed Projected New Company-Owned
But Outlet Not Franchised Outletsin | Qutletin the Next
State Opened the Next Fiscal Year Fiscal Year
Ohio 0 1 0
Colorado 0 0 0
TOTAL 1 0
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The names, business addresses and telephone numbers of all NiteLites locations, including
those operated by affiliates or individuals listed in Item 2, are listed on Exhibit J. The names and last
known home addresses and telephone numbers of all NiteLites franchisees who have had an outlet
terminated, cancelled, not renewed, otherwise voluntarily or involuntarily ceased to do business under
a Franchise Agreement during the most recently completed fiscal year, or who have not communicated
with us within 10 weeks of the Issuance Date of this disclosure document, are listed on Exhibit K.

If you buy this franchise, your contact information may be disclosed to other buyers when you leave
the franchise system.

We may periodically compensate our existing Franchisees and third parties for referrals and/or for
meeting with franchise candidates as permitted by applicable law.

In some instances, current and former franchisees sign provisions restricting their ability to speak
openly about their experience with the NiteLites system. While we encourage you to speak with
current and former franchisees, be aware that not all such franchisees will be able to communicate
with you.

As of the date of this disclosure document, there are no trademark-specific franchisee organizations
associated with the NiteLites System that we have created, sponsored, or endorsed, and there are no
independent trademark-specific franchisee organizations that have asked to be included in our
disclosure document.

ITEM 21. FINANCIAL STATEMENTS

Our audited financials statements as of December 31, 201920201, 20212022, and
20222023, are attached to this disclosure document as Exhibit L.

Our fiscal year ends December 31.

ITEM 22. CONTRACTS

The following contracts are attached to this disclosure document:
1.  Franchise Agreement (Exhibit A), including the following exhibits to the Franchise Agreement:
A. Designated Area
B. Protected Territory
C. General Release Language
Promissory Note (Exhibit B)
Guaranty and Assumption of Obligations (Exhibit C)
Nondisclosure and Noncompetition Agreement (Exhibit D)
NiteLites Products and Equipment Supply Agreement (Exhibit E)
Call Center Service Agreement (Exhibit F)
Successor Franchise Addendum (Exhibit M) -
Accounting Service Agreement (Exhibit N)

PN
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9.  State-specific Addendum (Exhibit O) -

We provide no other contracts or agreements for your signature.

ITEM 23. RECEIPT

Our and your copies of the Franchise disclosure document Receipt are located on the last 2
pages of this disclosure document.
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NITELITES FRANCHISE SYSTEMS, INC.

FRANCHISE AGREEMENT

Date of this agreement:

Required Opening date - No Later Than:

Expiration Date:

Franchise Fee:

Franchisor: NiteLites Franchise Systems, Inc.

Franchisee:

Franchise Number:

Revised: Mar-16
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NITELITES FRANCHISE AGREEMENT

This Franchise Agreement is between NITELITES FRANCHISE SYSTEMS, INC,, an Ohio corporation
(“Franchisor”), and (“Franchisee”).

RECITALS:

A.  Franchisor and its Affiliate! have developed, and are in the process of further developing, a
System identified by the service mark NITELITES®, relating to the establishment and operation of
NITELITES Franchises.

B.  Franchisor and its Affiliate have developed and manufacture a line of NITELITES Products and
Equipment that are supplied to Franchisee and other NITELITES Franchisees on a for-profit basis.

C. In addition to the NITELITES Products and Equipment, the service mark NITELITES and other
Marks, the distinguishing characteristics of the Operating System include, among other things, uniform
standards and procedures for efficient business operations; a confidential operating manual;
procedures and strategies for marketing, advertising and promotion; distinctive customer
development and service techniques; specifications for product sourcing, placement, presentation and
demonstration techniques; distinctive architectural and landscaping illumination design and
installation techniques; research and development; and other technical assistance.

D.  Franchisor grants franchises to qualified persons and business entities to own and operate a
single NITELITES Franchise under the Operating System and using the Marks.

E. Franchisee desires to operate a Franchised Business, has applied for a Franchise and such
application has been approved by Franchisor in reliance upon all of the representations made therein.

F.  Franchisee understands and acknowledges the importance of Franchisor’s high and uniform
standards of quality, operations and service and the necessity of operating its Franchised Business in
strict conformity with Franchisor’s Operating System.

THEREFORE the parties agree as follows:
1. DEFINITIONS

Certain terms have been defined below and will be capitalized throughout this agreement.
Capitalized words that are not defined below are defined in the section in which they first appear.

1.  “Affiliate” means a Person that controls, is controlled by, or under common control with another
Person. As to Franchisee, it includes an owner of any interest in Franchisee or the Franchised
Business, any employee or agent of Franchisee, and any Person controlled by any of the foregoing.

2.  “Anti-Terrorism Laws” means Executive Order 13224 issued by the President of the United
States, the Terrorism Sanctions Regulations (Title 31, Part 595 of the U.S. Code of Federal
Regulations), the Foreign Terrorist Organizations Sanctions Regulations (Title 31, Part 597 of the U.S.
Code of Federal Regulations), the Cuban Assets Control Regulations (Title 31, Part 515 of the U.S.
Code of Federal Regulations), the “Uniting and Strengthening America by Providing Appropriate
Tools Required to Intercept and Obstruct Terrorism Act of 2001” (the “USA PATRIOT Act”), and all

1 Capitalized terms are defined in section 1.



other present and future federal, state and local laws, ordinances, regulations, policies, lists, and
other requirements of any governmental authority (including the United States Department of
Treasury Office of Foreign Assets Control) addressing or in any way relating to terrorist acts and acts
of war.

3.  “Approved Supplier” is defined in section 13.C.

4.  “Authorized Products and Services” means those products and services that Franchisee is
permitted and required to offer and provide (currently superior-quality lighting products and
services, including the design and installation of architectural and landscaping illumination
products), as more specifically described in the Manual.

5. “Business Judgment” means Franchisor is allowed to exercise its judgment however it considers
to be appropriate in its sole and unfettered discretion (except that it may not do so arbitrarily), and
has the unrestricted right to make decisions and take or refrain from taking actions (except that it
may not do so arbitrarily), and has the right to do so even if a particular decision/action may have
negative consequences for Franchisee, another NITELITES Franchisee, or a group of NITELITES
Franchisees. The exercise of Business Judgment is critical to Franchisor of the Operating System and
to Franchisor’s goals for the continuing improvement of the Operating System. This definition is not
intended to incorporate principles related to the application of the business judgment rule in a
corporate law context.

6. “Business Organization” means a corporation, limited liability company, limited liability
partnership, limited company, partnership of any kind, joint venture, unincorporated association, or
other organization formed for a commercial purpose.

7.  “Competitive Business” means any business that offers or sells, or grants franchises or licenses
to others to operate a business that offers or sells, exterior lighting and related products and services
or similar products and services to those offered as part of the Operating System or in which
Confidential Information could be used to the disadvantage of Franchisor or its other franchisees or
its Affiliate. The term “Competitive Business” does not apply to: (a) any business operated by
Franchisee under a Franchise Agreement with Franchisor; or (b) ownership for investment purposes
of less than one percent (1%) of the stock of any publicly-traded corporation.

8.  “Confidential Information” means any trade secret and any information or matter that is
competitively sensitive and not generally known by the public, whether or not in written or tangible
form, and regardless of the media (if any) on which stored relating to the Operating System, including
know-how, knowledge of and experience in operating a NITELITES Franchise, methods, techniques,
formats, specifications, procedures, systems, policies and standards, business operating systems and
techniques, record keeping and reporting methods, accounting systems, sales and marketing
methods and training techniques, specifications for signs, displays, business forms and stationery to
be used by franchisees, designs, drawings and specifications for the Franchise Premises, the Manual,
ideas, research and development, lists of franchisees and suppliers, suggested pricing and cost
information, software which Franchisor or its Affiliates may develop and introduce as part of the
Operating System, and any other information or material identified to Franchisee by Franchisor as
confidential.

9.  “Controlling Interest” means the direct or indirect ownership (legal or beneficial) or control of
more than 50% of the equity, profits or voting control of a Business Organization.



10. “Cooperative Advertising” means the combined advertising program of two (2) or more
franchisees established within a common market which Franchisor may require for Franchised
Businesses within a particular region.

11. “Designated Area” means the area within which Franchisee is required to locate the Franchised
Business as defined by the map or other description set out in Exhibit A hereof and does not confer
any territorial protection or exclusivity.

12. “Designated Manager” means the individual designated by a business entity Franchisee who has
primary responsibility for managing the day-to-day affairs of the Franchised Business.

13. “Effective Date” or “Execution Date” means the date upon which Franchisor executes this
agreement and commences the effectiveness and term of this agreement.

14. “Electronic Depository Transfer Account” means an account established at a national banking
institution approved by Franchisor providing Franchisor with access to electronically withdraw any
funds due Franchisor.

15. “Embargoed Person” means (a) a Specifically Designated National as identified by the Office of
Foreign Assets Control of the U.S. Treasury Department; (b) a Person who is listed in the Annex to
Executive Order 13224 (http://www.treasury.gov/offices/enforcement/ofac/sdn); or (c) any
Person subject to trade restrictions under U.S. law, including any Anti-Terrorism Law, and any
executive orders or regulations promulgated thereunder, with the result that the investment in a
NITELITES Franchise, whether direct or indirect, is prohibited by law.

16. “Expiration Date” means the day before the fifth anniversary of the Effective Date, and is the last
day of the term of this agreement.

17. “Exterior Illumination Products” means electrical and lighting products, equipment, and
supplies used and installed in connection with architectural and illumination systems provided by
the Franchised Business, including transformers, fixtures, bulbs, timers, outlets, lens covers,
connectors, and lighting systems for path, spot, deck, grill and water lighting.

18. “Fiscal Year” means the twelve-month period from January 1 through December 31. For
purposes of the Minimum Annual Gross Sales in section 13.E.1, Franchisee’s first Fiscal Year is the
Fiscal Year beginning on the first October 1 after Franchisee opens the Franchised Business.

19. “Franchise” means the rights granted to Franchisee under this agreement to use the Operating
System and the Marks to operate a NITELITES Franchise.

20. “Franchised Business” means the NITELITES Franchise to be established and operated by
Franchisee in accordance with the Operating System and using the Marks pursuant to this agreement.

21. “Franchise Fee” is defined in section 3.A.

22. “Franchise Law” means a statute, regulation, or rule that (i) regulates the sale of franchises,
franchise investments, or business opportunities; (ii) regulates the relationship between a franchisor
and a franchisee or between a business opportunity seller and purchaser; or (iii) requires the
delivery, filing, or registration of a pre-sale franchise or business opportunity disclosure document.

23. “Franchise Premises” means the site for the operation of the Franchised Business selected by
Franchisee pursuant to section 5.A, which is more particularly described in section 2.B.
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24. “Franchisee” means the individual or entity defined as “Franchisee” in the introductory
paragraph of this agreement, and such term includes all holders of a legal or beneficial interest in
Franchisee, and if “Franchisee” is a business entity, such term shall also include all partners of the
entity (if the entity is a partnership); all shareholders, officers and directors of the entity (if the entity
is a corporation); all members and managers of the entity (if the entity is a limited liability company),
and any trustee (if the entity is a business trust) as of the Effective Date of this agreement, or which
are appointed as such at any time during the term of this agreement. By Franchisee’s signature
hereto, all partners, shareholders, officers, directors, members, managers and trustees as of the
Effective Date of this agreement, or which are appointed as such at any time during the term of this
agreement acknowledge and accept the duties and obligations imposed upon each of them,
individually, by the terms of this agreement.

25. “Franchisor” means NITELITES FRANCHISE SYSTEMS, INC.

26. “Franchisor-Related Persons” means Franchisor and each and all of the following, whether past,
current, or future: Persons acting through, in concert with, or as an Affiliate of Franchisor or of any
of the foregoing,; Principals, officers, directors, agents, attorneys, accountants and employees of
Franchisor or any of the foregoing; and predecessors, successors or assigns of Franchisor or any of
the foregoing.

27. “Gross Sales” means the aggregate of all revenue and other consideration earned by Franchisee
or any Affiliate or Principal of Franchisee in connection with the ownership or operation of the
Franchised Business, from the sale of any Authorized Products and Services (as that term may be
modified from time to time by Franchisor) or related products or services, or from the sale of any
goods or services under the Marks, whether or not collected and whether paid by check, cash, credit
or otherwise. Gross Sales includes all proceeds from any business interruption insurance. Gross Sales
does not include refunds made in good faith, promotional and coupon discounts, and sales and
equivalent taxes that are separately stated and that Franchisee may be required to and does collect
from customers and pays to any federal, state, or local taxing authority.

28. “Incapacity” means the inability of Franchisee to operate or oversee the operation of the
Franchised Business on a regular basis by reason of any continuing physical, mental or emotional
incapacity, chemical dependency or other limitation.

29. “Initial Inventory Package” is defined in section 5.D.

30. “Initial Inventory Package Fee” is defined in section 3.B.

31. “Internet” means any one or more local or global interactive communications media that is now
available, or that may become available, and includes sites and domain names on the World Wide
Web.

32. “Local Advertising” is defined in section 10.A.

33. “Manual” means not only the NITELITES FRANCHISE SYSTEMS, INC. Operating Manual, but
other items that may be provided in the future, including other manuals and all books, computer
programs, pamphlets, memoranda and other publications prepared by or on behalf of Franchisor and
as may be added to, changed, modified, withdrawn or otherwise revised by Franchisor from time to
time setting out the standards, methods, procedures and specifications of the Operating System.

34. “Marketing Fund” means the systemwide advertising and promotion fund established by
Franchisor described in section 10.B.



35. “Marketing Fund Contribution” is defined in section 3.E.

36. “Marks” means the service mark NITELITES and other trade names, trademarks, service marks,
designs, graphics, logos and other commercial symbols that Franchisor designates and does not
thereafter withdraw to be used in connection with the Franchised Business.

37. “Minimum Annual Gross Sales” is defined in section 13.E.1.
38. “Minimum Marketing Fund Contribution” is defined in section 3.E.

39. “National Account” means any account designated as such by Franchisor on the basis that such
account holders are major purchasers such as a national or regional chain with separate locations.
Such accounts are expressly excluded from Franchisee’s Protected Territory, except under the
circumstances set forth in section 2.F.

40. “Network or “NITELITES Network” means the network of NITELITES Franchises established by
Franchisor.

41. “NITELITES Franchise” means a business that offers superior-quality lighting products and
services, including the design and installation of architectural and landscaping illumination products
for upscale homeowners and commercial enterprises, using the Marks and Franchisor’s unique
business format under a franchise agreement with Franchisor.

42. “NITELITES Franchisee” means an owner of a NITELITES Franchise other than the Franchised
Business.

43. “NITELITES Products and Equipment” means a line of superior-quality Exterior [llumination
Products, specially-suited for use in connection with the Franchised Business, supplied to Franchisee
and other NITELITES Franchisees by Franchisor, an Affiliate, or a supplier designated by Franchisor,
on a for-profit basis.

44. “Operating System” means the uniform standards, methods, procedures and specifications
developed by Franchisor and as may be added to, changed, modified, withdrawn or otherwise revised
by Franchisor for the operation of a NITELITES Franchise.

45. “Ownership Interest” means: (1) a share of capital stock in any corporation, a partnership
interest in any partnership, a membership interest in any limited liability company, a legal or
beneficial interest in any trust, or a right to a share of the revenues, profits or assets of any other
Business Organization (other than the right of Franchisor and the Marketing Fund to receive
Royalties, Marketing Contributions and other fees from any NITELITES Franchisee under this or any
other agreement); (2) direct or indirect community property rights in an asset or property; and (3)
with respect to Franchisee, in addition to the foregoing, any other equitable or legal right in the
revenues, profits or assets of Franchisee or the Franchised Business (other than the right of
Franchisor and the Marketing Fund to receive Royalties, Marketing Contributions and other fees from
Franchisee under this or any other agreement).

46. “Person” includes a corporation, Limited Liability Company, partnership of any kind, joint
venture, unincorporated association, estate, trust, charitable organization, government,
governmental body and agency, commission, and any other entity and organization, as well as an
individual.



47. “Principal” means a legal or beneficial owner or holder of an Ownership Interest in a Business
Organization, and includes both trustees and beneficiaries of a trust.

48. “Protected Territory” is defined in section 2.D.

49. “Start-up Kit” is defined in section 5.E.
50. “Start-up Kit Fee” is defined in section 3.C.

51. “System Standards” means the uniform specifications, standards, operating procedures, and
rules prescribed by Franchisor for the development and operation of the Franchised Business and
other NITELITES Franchises, as periodically supplemented, modified or withdrawn by Franchisor, in
its Business Judgment, via the Manual or otherwise communicated to Franchisee in writing. The
System Standards constitute provisions of this agreement as if fully reproduced in this agreement.

52. “Transfer” means any voluntary or involuntary, direct or indirect assignment, sale, gift,
exchange, pledge, hypothecation, encumbrance or other transfer of this agreement, of Franchisee, of
the Franchised Business, of any Ownership Interest in Franchisee, of fifteen percent (15%) or more
of the assets of Franchisee or the Franchised Business, or of any interest in any of the foregoing, or
any other event that may create an Ownership Interest or change the legal or beneficial title to any
Ownership Interest, including a merger or consolidation of Franchisee, the issuance of additional
Ownership Interests in Franchisee, a transfer in a divorce, insolvency, corporate dissolution
proceeding, or otherwise by operation of law, and a transfer by will, declaration of or transfer in trust,
or under the laws of intestate succession.

2. SCOPE OF LICENSE
A. Grant

Franchisor hereby grants to Franchisee, and Franchisee undertakes and accepts, upon the terms and
conditions herein contained, the right, license and privilege to operate one (1) NITELITES Franchise
under the Operating System and Marks at the specified Franchise Premises provided in section 2.B.
Franchisee shall not relocate the Franchised Business without the prior consent of Franchisor, which
may be withheld or delayed in Franchisor’s Business Judgment.

B. Franchise Premises

The street address (or sufficiently detailed description of the premises) of the Franchise Premises is:

C. Franchise Premises Not Determined

If the Franchise Premises has not been determined as of the date of this agreement, then the
geographical area in which the Franchised Business is to be located will be within a defined area
which is described or otherwise mapped out in Exhibit A to this agreement (“Designated Area”).
When the address of the Franchise Premises is determined, each party shall insert the address into
section 2.B of the party’s copy of this agreement. Franchisee acknowledges and understands that the



Designated Area is delineated for the sole purpose of site selection and does not confer any territorial
exclusivity or protection.

D. Protected Territory

So long as this agreement is in force and effect and Franchisee is not in default under any of the terms
hereof, Franchisor will neither establish nor license another to establish or operate a NITELITES
Franchise within the geographic area identified in Exhibit B to this agreement (the “Protected
Territory”). Population figures will be determined using a computer mapping/demographic
application selected by Franchisor in its unrestricted judgment, and, to the extent practical, will be
based upon the most recent available U.S. Census data at the time the Protected Territory is
designated. Franchisee shall not operate the Franchised Business within a protected territory
licensed to another franchisee of Franchisor.

E. Franchisor’s Rights

Notwithstanding any other provision of this agreement to the contrary, Franchisor expressly retains
all rights and discretion with respect to the Marks and Operating System, including the right:

1. To establish and operate, and to license others to establish and operate, NITELITES
Franchises at any location outside the Protected Territory;

2. To establish and operate, and to license others to establish and operate, other
businesses for the sale of products or provision of services, other than those services described
herein, including but not limited to, low voltage products and services, using other trademarks,
service marks and commercial symbols at any location both within and outside the Protected
Territory;

3. To sell or otherwise distribute, both within and outside the Protected Territory,
products and/or services similar to those offered through the Franchised Business through alternate
channels of distribution (other than franchised outlets, but including e-commerce, direct mail, retail
outlets wholesale and distribution, and catalog sales) under terms and conditions that Franchisor
deems appropriate; and

4. To engage in any activities not expressly forbidden by this agreement.
F. National Accounts

If Franchisor contracts with a major purchaser such as a national or regional chain (“National
Account”) to distribute and install NITELITES Products and Equipment for a location within the
Protected Territory, Franchisor reserves the right to engage or contract with individuals or entities
other than Franchisee (“third parties”), to perform installation and service for the National Account;
provided, however, if Franchisee is in compliance with this agreement, Franchisee shall have a right
of first refusal to perform the installation and services for the National Account located within the
Protected Territory at the cost equivalent (all terms and conditions subject to consideration)
contained in the Franchisor’s third-party contract. Upon Franchisor’s development of a proposal with
a third-party to perform installation and services for a National Account located within the Protected
Territory, Franchisor shall provide a notice along with a copy of the third party proposal to
Franchisee. Franchisee shall be required within five (5) business days [Monday through Friday] to
exercise its right of first refusal to perform the installation and services at the same price and on the
same terms and conditions as contained in the notice of the third party proposal. Franchisee’s notice
of its right of first refusal to perform, pursuant to this section, must be in writing to be effective. If
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Franchisee exercises its right of first refusal, Franchisor shall contract with Franchisee for the
installation and services for Franchisor’s National Account within the Protected Territory. If
Franchisee fails to exercise its right of first refusal within the time allotted or if Franchisee waives its
right of first refusal, Franchisor may proceed with the proposed third party contract according to the
original stated terms. If the price or any other terms and conditions differ in any material respect
from those set forth in the proposed contract (in which case such changes shall constitute a new
proposed contract) Franchisee’s right of first refusal is reinstated. In the event, Franchisee fails to
exercise its right of first refusal within the allotted time, or waives its right of first refusal, then
NITELITES may service its National Accounts, in its Business Judgment, and such shall not constitute
a breach of this agreement.

G. Acquisition of Competing System

Franchisor may own, acquire, establish and/or operate, and license others to establish and operate,
businesses under other proprietary marks and other systems, whether such businesses are similar
to or different from franchises operating under the Operating System, at any location within or
outside the Protected Territory. Provided that Franchisee is in compliance with this agreement and
any other agreement with Franchisor or any Affiliate, if, during the term of this agreement, Franchisor
acquires a system of Competitive Businesses (an “Acquired System”), the following terms shall apply:

Franchisor shall offer Franchisee the option to purchase and operate, as NITELITES
Franchise, any unit of the Acquired System (an “Acquired Unit”) that is both purchased by Franchisor
for operation by Franchisor or an Affiliate (e.g., the unit will not be operated by a licensee of the
Acquired System) and is located within the Protected Territory. Franchisor shall provide Franchisee
with written notice of Franchisor’s purchase of the Acquired System, the terms and conditions
applicable to Franchisee’s option to purchase the Acquired Unit(s), and such other information that
Franchisor deems necessary to include in the notice. The terms and conditions offered to Franchisee
shall include the following: (i) the purchase price will reflect Franchisor’s purchase costs of the
Acquired Unit, including a per-unit allocation of Franchisor’s costs in purchasing the Acquired
System; and (ii) the requirement that Franchisee enter into Franchisor’s then-current form of
NITELITES franchise agreement for the Acquired Unit, provided that Franchisee shall not be required
to pay an initial franchisee fee for an Acquired Unit. If Franchisee does not elect to purchase, or fails
to complete the purchase of, an Acquired Unit, Franchisor shall have the right to operate itself, or
through an Affiliate or third party licensee, the Acquired Unit under any trade name or trademark
other than the Marks.

Franchisee has no right to purchase, and Franchisor is not obligated to offer Franchisee any
option to purchase, any Acquired Unit that is operated by a licensee under the Acquired System.
Franchisor may license such unit to be operated under any trade name or trademarks other than the
Marks, and may also license additional units of the Acquired System to be developed and operated
within the Protected Territory.

For any Acquired Unit that is located within the Protected Territory, but which either (a)
Franchisee does not purchase as provided in section 2.G.1 above, or (b) is not offered for sale to
Franchisee in accordance with section 2.G.2 above, then for a period of two (2) years following the
date of Franchisor’s purchase of the Acquired System, Franchisor shall pay Franchisee a reverse
royalty in an amount equal to two percent (2%) of the Gross Sales for the preceding quarter of (i) the
Acquired Unit(s) and (ii) any additional units of the Acquired System in operation during the two-
year period, which are located within the Protected Territory. Franchisor shall make such
distributions to Franchisee on the twentieth (20th) day of the month immediately following each
quarterly period.
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3. FEES
Franchisee agrees to pay Franchisor the following fees and amounts at the times specified herein:

H. FranchiseFee

1. Franchisee shall pay Franchisor a Franchise Fee as follow:
Teas Population Initial Franchise Fee
Number
1* 500,001 - 1,000,000 $19,995
2 1,000,001 - 1,500,000 $27,495
3 1,500,001 - 2,000,000 $34,995
4 2,000,001 - up to 3,000,000 $42,995
SM** 0-500,000 $14,995

*Class 1 with a population between 500,001 - 1,000,000 is the standard territory size that we offer.
** A Small Market class has a population of less than 500,000 in the immediate geographic area.

2. Protected Territory. Population figures will be based upon the most recent available

U.S. Census data at the time the Protected Territory is designated, as stated above. The Franchise Fee
may be discounted by fifty percent (50%) upon continued payment of a Fix Royalty Fee at rate of two
(2) times the standard Fix Royalty stated herein below. The Franchise Fee is deemed fully-earned
and due upon the execution of this agreement, is nonrefundable, except under the conditions
described in section 9.B, and is payable by bank, certified or cashier’s check. The Franchise Fee is
payment, in part, for expenses incurred by Franchisor in furnishing assistance and services to
Franchisee as set forth in this agreement and for costs incurred by Franchisor, including general sales
and marketing expenses, training, legal, accounting and other professional fees.

3. If Franchisee meets Franchisor’s credit standards, Franchisor may, in its Business
Judgment, agree to finance a portion of the Franchise Fee (the “Amount Financed”) upon the terms
described in this paragraph. Simultaneously with Franchisee’s execution of this agreement,
Franchisee shall execute and deliver to Franchisor a promissory note in a form satisfactory to
Franchisor (the “Installment Note”) for the Amount Financed and pay the balance of the Franchise
Fee by bank, certified or cashier’s check. The Installment Note will bear interest and will be payable
in equal monthly installments of principal and interest as described in the table below. The first
installment will be due on the earlier of the 15th day of the first full calendar month after the
Franchised Business begins operating, or six (6) months after the Effective Date, with succeeding
installments due on the 15th day of each month thereafter until paid in full. If Franchisee is a Business
Organization, each Principal of Franchisee must personally guaranty all of Franchisee’s obligations
under the Installment Note.



Annual
Amount Financed Term Interest Rate

Up to 25% of Franchise Fee | 24 months 9%
Up to 50% of Franchise Fee | 36 months 10%2%

I. Initial Inventory Package Fee

Franchisee shall pay Franchisor or its Affiliate, before opening the Franchised Business, a one-time
Initial Inventory Package Fee to purchase an Initial Inventory of NITELITES Products and Equipment
as described in further detail in section 5.D.

J. Start-upKitFee

Franchisee shall pay Franchisor or its Affiliate, before opening the Franchised Business, a one-time
Start-up Kit Fee to purchase a Start-up Kit, including a product demonstration kit, tools, vehicle
graphics package, trade show display, uniforms and other ancillary supplies as described in further
detail in section 5.E.

K. Fixed RoyaltyFee

1. After opening the Franchised Business, solely in consideration of Franchisee’s
continued right to use the Marks, Franchisee shall pay Franchisor, on or before the 15th of each
month a Fix Royalty Fee equal to five percent (5%) of the Gross Sales. Franchise may irrevocable
elect to pay the below Minimum Royalty in leu of the Royalty upon written 30 notice to Franchisor.

Fiscal Year (See Note4) Royalty Fee Amount

1 $1000/ month$750/menth

2 $1,300/ month$4,250/menth
3 and every year there after $1,750/ Month$4,500/ Menth

Franchised Business with Small Territories of populations less than 500,000 are not subject
to the Minimum Royalty Fee. Small Territory Franchised Businesses shall pay a Standard
Royalty Fee of 5% on Gross Revenues.

2. “Fiscal Year” means the 12-month period from January 1 through December 31. The
first Fiscal Year will be the Fiscal Year beginning on January 1 after you open the Franchised Business.

L. Marketing Fund Contribution

After the commencement of the Franchised Business, Franchisee shall pay to the NITELITES
Marketing Fund established two percent (2%) of Franchisee’s Wholesale Product Purchases
immediately due and payable upon the purchase of such said Wholesale Product Purchases. All
Marketing Fund Contributions must be paid in accordance with the electronic transfer provision in
section 3.J, and maintained and administered by Franchisor or its designee in accordance with
section 10. The Marketing Fund Contribution may be collected by an Affiliate of Franchisor in
Franchisor’s Business Judgment.
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M. Internet Marketing Fee

Franchisee shall pay Franchisor an Internet Marketing Fee as directed by Franchisor or as set forth
in the Manual. The Internet Marketing Fee must be paid in accordance with the electronic transfer
provision as set forth in section 3.]. Franchisor has the right, in its Business Judgment, from time to
time to adjust the amount of the Internet Marketing Fee. The current Internet Marketing Fee is Two
Hundred Seventy-Five Dollars ($400275.00) per one-half (%2) year billed in February and August of
each year. Franchisee shall pay Franchisor an administrative late fee of $25.00 for each Internet
Marketing Fee payment received by Franchisor more than five (5) days after its due date.

N. CallCenter Service Fee

Franchisee shall pay to Franchisor a Call Center Service Fee as directed by Franchisor or as set forth
in the Manual. Franchisee shall also execute a Call Center Service Agreement simultaneously with
Franchisee’s execution of this agreement. The Call Center Service Fee must be paid in accordance
with the electronic transfer provision as set forth in section3.]. Franchisor has the right, in its
Business Judgment, to adjust the amount of the Call Center Service Fee. Franchisee is responsible for
any and all applicable long distance fees associated with forwarding calls to Franchisor’s call center.
The Call Center Service Fee does not include any outbound telemarketing for Franchisee.

0. Accounting Service Agreement

Franchisee shall execute an accounting service agreement as required by Franchisor or any other
approved record and accountant service agreement designated by Franchisor. Franchisee agrees that
Franchisor has no liability to Franchisee or any other person for any damages, costs or expenses
caused by third party services contemplated hereunder. The obligations of Books and Reports as
stated in section 11 herein, shall be sole responsibility of the Franchise. Franchisor’s rendering of
the Account Services in no way alters or negates Franchisees obligations and responsibilities as
stated in section 11 of this agreement.

P. Taxes

1. If any amounts payable by Franchisee to Franchisor are subject to withholding or
other taxes that Franchisee is required to deduct from the payments, Franchisee shall promptly
deliver to Franchisor at the time of payment all receipts of applicable governmental authorities for
all such taxes withheld or paid. If Franchisee or any other Person is required by any law or regulation
to make any deduction or withholding (on account of tax or otherwise) from any payment for the
account of Franchisor or Franchisor’s Affiliates, Franchisee shall, at Franchisor’s option, either:

a. together with such payment, pay such additional amount as will ensure that
Franchisor or Franchisor’s Affiliates receive (free and clear of any tax or other deductions or
withholding) the full amount which it would have received if no such deduction or withholding had
been required; or

b. make such payment having taken into account the relevant deduction or
withholding (on account of tax or otherwise).

2. Franchisee shall ensure that withholding or other taxes that Franchisee is required to
deduct from amounts payable by Franchisee to Franchisor under this agreement are paid to the
relevant taxation authority on the same date as the amounts payable by Franchisee to Franchisor
under this agreement are paid to Franchisor.
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3. Franchisee is responsible for and shall indemnify and hold harmless Franchisor and
Franchisor’s Affiliates against any penalties, interest and expenses incurred by or assessed against
Franchisor or Franchisor’s Affiliates as a result of Franchisee’s failure to withhold such taxes or to
timely remit them to the appropriate taxing authority.

4. Franchisee shall fully and promptly cooperate with and assist Franchisor to provide
all information and records Franchisor may request in connection with any application by Franchisor
to any taxing authority with respect to tax credits, exemptions or refunds available for any
withholding or other taxes paid or payable by Franchisee.

5. If Franchisor is required to refund to Franchisee any amounts paid hereunder,
Franchisor will not be required to refund that portion of those amounts that were withheld by
Franchisee in order to comply with any applicable tax law unless and until Franchisor receives a
refund of those amounts from the applicable government or agency thereof or uses a foreign tax
credit which is directly attributable to those amounts on its income or with respect to which the
period within which the credit may be reduced or disallowed has expired.

Q. Interest

All monthly Fixed Royalty Fees, Marketing Fund Contributions, Internet Marketing Fees, Call Center
Service Fees, amounts due Franchisor or its Affiliate for purchases by Franchisee, and other amounts
due Franchisor or its Affiliate, that are not received by Franchisor within five (5) days after the due
date, shall, in addition to any late fee provided elsewhere in this agreement or in any other agreement,
bear interest at the highest applicable rate permitted by law not to exceed one and one-half percent
(1.5%) per month. Franchisee acknowledges that this section3.I shall not constitute an agreement by
Franchisor or any Affiliate to accept any payments after they are due or a commitment by Franchisor
to extend credit to or otherwise finance the operation of the Franchised Business. Further, Franchisee
acknowledges that its failure to pay all amounts when due shall also constitute grounds for
termination as provided in section 17.

R. Electronic Transfer

Franchisor may require that monthly Fix Royalty Fees, Marketing Fund Contributions, Internet
Marketing Fees, Call Center Service Fees, amounts due Franchisor or its Affiliate for purchases by
Franchisee, and other amounts that Franchisee owes Franchisor or its Affiliate, all be paid through
an Electronic Depository Transfer Account established at a national banking institution approved by
Franchisor. Upon request, Franchisee shall establish the account providing for electronic funds
transfer as approved by Franchisor, and Franchisor shall have access to such account for the purpose
of receiving payment of any amounts that Franchisee owes Franchisor or its Affiliate. Franchisee shall
execute any documents as Franchisor’s or Franchisee’s bank requires to establish and implement the
Electronic Depository Transfer Account. Once established, Franchisee shall deposit funds sufficient
to meet its obligations to Franchisor and may not close the Electronic Depository Transfer Account
without Franchisor’s consent. Every week, Franchisee shall make deposits to the account sufficient
to cover amounts owed to Franchisor or its Affiliate. If Franchisee has not timely reported
Franchisee’s Gross Sales to Franchisor for any reporting period, then Franchisor is hereby authorized
by Franchisee to debit the Electronic Depository Transfer Account an amount equal to 150% of the
Marketing Fund Contribution payable by Franchisee for the last reporting period for which
Franchisor received a Sales Report. Nothing in this paragraph is to be construed to waive Franchisee’s
obligations to submit any reports, records or other materials required by this agreement.
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S. Application of Payments

Notwithstanding any designation by Franchisee, Franchisor may apply any payments by Franchisee
to any past due indebtedness of Franchisee for Marketing Fund Contributions, purchases from
Franchisor or any Affiliate, interest or any other indebtedness.

4, TERM AND RENEWAL
T. Initial Term

This agreement is effective and binding for an initial term of five (5) years from the Execution Date,
unless sooner terminated under section 17.

U. Renewal Term

Franchisee has the right to renew the Franchise at the expiration of the initial term of the Franchise for
two (2) additional successive terms of five (5) years each, provided that all of the following conditions
have been fulfilled and remain true as of the last day of the initial term and each renewal term of this
agreement:

1. Franchisee has, during the entire term of this agreement, substantially complied with
all its provisions and is not in default at time of renewal;

2. Franchisee has access to and the right to remain in possession of the Franchise
Premises, or a suitable substitute location, which is in compliance with Franchisor’s then-current
specifications and standards for the duration of the renewal term;

3. Franchisee has given notice to Franchisor of its decision to renew not less than nine
(9) months nor more than twelve (12) months before the end of the initial term in accordance with
section 4.C;

4. Franchisee has executed Franchisor’s then-current form of the Franchise Agreement
or has executed renewal documents at Franchisor’s election (with appropriate modifications to
reflect the fact that the Franchise Agreement relates to the grant of a renewal franchise), which
Franchise Agreement shall supersede this agreement in all respects, and the terms of which may
differ from the terms of this agreement including a different Marketing Fund Contribution; provided,
however, Franchisee shall not be required to pay the then-current initial Franchise Fee or its
equivalent;

5. Franchisee has, at its expense, made such capital expenditures as were necessary to
maintain uniformity with any Franchisor required Operating System modifications in accordance
with section 12.B, such that the Franchised Business reflects Franchisor’s then-current standards and
specifications;

6. Franchisee has complied with Franchisor’s then-current qualifications for a new
franchisee and any training requirements; and

7. Franchisee has satisfied all monetary obligations owed by Franchisee to Franchisor,
or any Affiliate of Franchisor, and has timely met these obligations throughout the term of this
agreement.
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V. Notice

If Franchisee desires to obtain a successor franchise at the expiration of this agreement, Franchisee
shall give Franchisor written notice of its desire to renew at least nine (9) months, but not more than
twelve (12) months, prior to the expiration of the initial term of this agreement. Within thirty (30)
days after its receipt of such timely notice, Franchisor shall furnish Franchisee with written notice of
Franchisee’s right to obtain a successor franchise. If, during the term of this agreement, Franchisee
has failed to substantially comply with this agreement, Franchisor may refuse to grant Franchisee a
successor franchise. If Franchisor determines that Franchisee is not eligible to obtain a successor
franchise, but that the nature of the noncompliance may be cured so that Franchisor is willing to
consider granting Franchisee a successor franchise, Franchisor will notify Franchisee accordingly.
Franchisee will be eligible for a successor franchise if Franchisee has cured the noncompliance within
thirty (30) days of Franchisor’s notice of noncompliance to Franchisee.

W. Continued Operation Following Expiration

Franchisee has no right to continue to operate the Franchised Business after the expiration of the
initial term of this agreement. Without waiving any rights or remedies it may have, Franchisor may
permit Franchisee to continue to temporarily operate the Franchised Business after the expiration of
the initial term but before the execution by Franchisee of a new Franchise Agreement for a renewal
term as required by section 4.B.4 above, in which case the temporary continuation of the Franchised
Business will be on a month-to-month basis, and will be terminable at the will of Franchisor by giving
Franchisee written notice of termination at least thirty days before the termination is effective. If the
laws of the jurisdiction in which Franchisee or the Franchised Business are located require a longer
notice period, the thirty-day period will be deemed modified to be the shortest notice period required
by the laws of such jurisdiction.

5. FRANCHISE PREMISES
A. Selection of Franchise Premises

Franchisee shall lease, purchase or otherwise secure suitable Franchise Premises for the operation
of the Franchised Business. The Franchise Premises must be located within Franchisee’s Protected
Territory. Franchisee may operate the Franchised Business from Franchisee’s residence (whether or
not Franchisee resides within Franchisee’s Protected Territory) if permitted by, and so long as
Franchisee fully complies with, all applicable building, zoning and licensing laws, ordinances,
requirements and restrictions. If Franchisee resides outside of Franchisee’s Protected Territory,
Franchisee must obtain, prior to opening the Franchised Business, and maintain at all times during
the term of this agreement, a mailing address located within the Protected Territory. Franchisee shall
provide Franchisor with the address of the Franchise Premises prior to opening the Franchised
Business, and shall notify Franchisor promptly of any change in the location of the Franchise
Premises.

B. Lease of Franchise Premises

If Franchisee leases the Franchise Premises, Franchisee shall submit a copy of the proposed lease to
Franchisor for its approval before Franchisee executes the lease. Franchisor may not unreasonably
withhold its approval. Franchisor is entitled to require that nothing in the lease is contradictory to, or
likely to interfere with, Franchisor’s rights or Franchisee’s duties under this agreement. Franchisee
shall take all actions necessary to maintain the lease of the Franchise Premises in effect while this
agreement is in effect. Any default for which the lease may be terminated will also be a default under
this agreement, and the time to cure the default shall expire when the lease is terminated. Franchisor
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may require that the lease for the Franchise Premises be collaterally assigned by Franchisee to
Franchisor to secure the performance by Franchisee of its obligations under this agreement.
Franchisor’s review of any lease or any advice or recommendations offered by Franchisor does not
constitute a representation or guarantee that Franchisee will succeed at the Franchise Premises nor an
expression of Franchisor’s opinion regarding the terms of the lease. Franchisor’s approval of the lease
will be conditioned upon inclusion in the lease of terms acceptable to Franchisor and the lease must
contain such provisions as Franchisor may reasonably require, including:

1. A provision reserving to Franchisor the right, at Franchisor’s election, to receive an
assignment of the leasehold interest upon termination or expiration of the Franchise grant;

2. A provision which expressly permits the lessor of the premises to provide Franchisor
all sales and other information lessor may have obtained or received relating to the operation of the
Franchised Business, as Franchisor may request;

3. A provision that requires the lessor concurrently to provide Franchisor with a copy
of any written notice of deficiency under the lease sent to Franchisee and which grants to Franchisor,
in its sole discretion and sole option, the right (but not the obligation) to cure any deficiency under
the lease should Franchisee fail to do so within fifteen (15) days after the expiration of the period in
which Franchisee may cure the default;

4, A provision which evidences the right of Franchisee to display the Marks in
accordance with the specifications required by the Manual, subject only to the provisions of
applicable law;

5. A provision that the premises shall be used only for the operation of the Franchised
Business;
6. A provision which expressly states that any default under the lease shall constitute a

default under this agreement, and any default under this agreement shall constitute a default under
the lease; and

7. A provision which states that upon default of this agreement and in accordance with
this agreement, Franchisor or its nominee may take possession of the premises and operate the
Franchised Business.

C. Development of Franchise Premises

Once Franchisor and Franchisee have agreed upon the site and designated the Franchise Premises, its
development is to be conducted as more particularly described below:

1. Obtain all permits and licenses for the installation of fixtures and equipment in, and
any improvements to, the Franchise Premises, including those required by applicable zoning, access,
safety, environmental, building, utility, sign, health, sanitation and business laws, rules, ordinances
and regulations;

2. Purchase or lease service vehicles and the equipment and tools to outfit such vehicles
according to Franchisor’s specifications and requirements;

3. Purchase and install the required vehicle signs, computer hardware and software,
furniture, fixtures, tools, and equipment according to Franchisor’s plans and specifications for
equipping the Franchised Business;
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4, Construct all required improvements;
5. Purchase sufficient office supplies and materials as may be prescribed by Franchisor;

6. Obtain a telephone number solely dedicated to the Franchised Business. The
telephone number shall be listed in telephone directories only under an address or other location
within Franchisee’s Protected Territory. Franchisor has the sole right and interest in all telephone
numbers and directory listings used in connection with Franchisor’s Marks. If Franchisee’s rights to
use the Operating System are terminated, Franchisee must transfer the telephone number to
Franchisor or Franchisor’s designee. Franchisee may not disconnect, transfer, or assign any
telephone number used in connection with the Operating System to any Person without Franchisor’s
written consent; and

7. Satisfactorily complete initial training as prescribed in section 9.A.
D. Initial Inventory Package

Before opening the Franchised Business, Franchisee shall purchase from Franchisor or its Affiliate,
and install at the Franchise Premises, an initial inventory of NITELITES Products and Equipment
(“Initial Inventory Package”). The Initial Inventory Package contains necessary NITELITES Products
and Equipment including transformers, fixtures, LED lighting systems, and the like, which Franchisee
will utilize for sales demonstration and display purposes. Franchisor may stipulate and mandate, in
its sole discretion, the size and composition of the initial inventory. The exact size and composition
of the Initial Inventory Package and corresponding Initial Inventory Package Fee will vary depending
on such factors as the amount of available storage space within the Franchise Premises, the number
and character of National Accounts Franchisee services and other like factors.

E. Start-up Kit

Prior to commencing operation of the Franchised Business, Franchisee agrees to purchase from
Franchisor or its Affiliate a package of supplies and other items necessary for the operation of the
Franchised Business (“Start-up Kit”). The Start-up Kit consists of a product demonstration Kit, tools,
vehicle graphics package, trade show display, uniforms and other supplies to be utilized in the
operation of the Franchised Business. Franchisor may stipulate and mandate, in its sole discretion,
the size and composition of the Start-up Kit. The exact size and composition of the Start-up Kit and
corresponding Start-up Kit Fee will vary depending on such factors as the amount of available storage
space within the Franchise Premises, the number and character of National Accounts Franchisee
services and other like factors.

F. Opening

Franchisee may not open the Franchised Business and commence operations until:

1. All of the obligations pursuant to the other provisions of section 4.D have been
fulfilled;

2. Franchisee has satisfactorily completed initial training as described in section 9.4;

3. Franchisee has furnished Franchisor with evidence satisfactory to Franchisor that all

required building, utility, sign, health, sanitation, safety, environmental, business and other permits
and licenses have been obtained from any applicable governmental authority, including any
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certificate of occupancy, lien waiver from general and/or subcontractors and approvals necessary to
operate the Franchised Business;

4, Franchisor has been furnished with copies of all insurance policies required by this
agreement, or such other evidence of insurance coverage and payment of premiums as Franchisor
may request as described in section 15;

5. Franchisee has paid in full all amounts due to Franchisor; and

6. Franchisee shall comply with these conditions and be prepared to open and
continuously operate the Franchised Business no later than six (6) months from the Effective Date.
Time is of the essence.

G. Destruction of Franchise Premises; Relocation

Franchisee may operate the Franchised Business only at the Franchise Premises. If the lease for the
site of the Franchise Premises expires or terminates without fault of Franchisee or is otherwise
rendered unusable or as otherwise may be agreed upon in writing by Franchisor and Franchisee,
Franchisee shall relocate the Franchised Business to a new location within thirty (30) days. Any such
relocation shall be at Franchisee’s sole expense and Franchisor shall have the right to charge
Franchisee for any costs incurred by Franchisor including legal and accounting fees incurred in
providing assistance to Franchisee. Notwithstanding the foregoing, Franchisor is under no obligation
to provide relocation assistance if Franchisee relocates the Franchised Business in accordance with
the terms of this section 4.D. If the site of the Franchised Business is rendered unusable and
Franchisee fails to relocate the Franchised Business to a substitute site within thirty (30) days, this
agreement will terminate as provided in section 17.B.

H. Administration ofthe Franchised Business

Subject to local zoning rules and local ordinances, Franchisee may manage and administer the
Franchised Business from an office located within Franchisee’s principal residence or another
location suitable for such purposes. Franchisee shall have sole responsibility for access to facilities
necessary for the management and administration of the Franchised Business. If the Franchised
Business is managed from a residential office, Franchisee will be required to obtain dedicated
telephone and fax lines and an e-mail address, which are solely dedicated to the purpose of managing
the Franchised Business.

6. MARKS
A. Ownership

Franchisee acknowledges that its right to use the Marks is derived solely from this agreement, is
nonexclusive and is limited to the conduct of business by Franchisee pursuant to and in compliance
with this agreement and all applicable standards, specifications and operating procedures prescribed
by Franchisor. Franchisee agrees that its every use of the Marks and any goodwill created shall inure
to the benefit of Franchisor and that Franchisee shall not at any time acquire rights in the Marks by
virtue of any use it may make of the Marks. This agreement does not confer any goodwill, right, title
or interest in the Marks to Franchisee.
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B. Limitations on Franchisee’s Use of Marks

Franchisee shall not use any Mark or portion of any Mark as part of any corporate or trade name, with
any prefix, suffix or other modifying words, terms, designs or symbols or in any modified form, without
the prior written consent of Franchisor. Franchisee shall not use any Mark in connection with the sale
of any unauthorized service or product or in any other manner not expressly authorized in writing by
Franchisor. All photographs, images, or other depictions created by Franchisee, or its agent,
contractors, or assigns become the sole property of Franchisor. To wit, Franchisee gives up all rights
to the photos. All work installed by NiteLites Franchisee becomes the intellectual property of
Franchisor and is in no way to be reproduced or distributed, or any derivative thereof, without
Franchisor’s written permission. Franchisee shall not, at any time during the term of this agreement
or after its termination or expiration, contest the validity or ownership of any of the Marks or assist
any other Person in contesting the validity or ownership of any of the Marks. Franchisee agrees it will
not register or seek to register as a trademark or service mark, either with the United States Patent and
Trademark Office or any state or foreign country, any of the Marks or a trademark or service mark that
is confusingly similar to any Mark licensed to Franchisee.

C. Notification of Infringements and Claims

Franchisee shall immediately notify Franchisor of any infringement of the Marks or challenge to its use
of any of the Marks or claim by any Person of any rights in any of the Marks. Franchisee agrees that
Franchisee will not communicate with any Person other than Franchisor and Franchisor’s counsel in
connection with any such infringement, challenge or claim; provided, however, Franchisee may
communicate with its own independent counsel at its own expense. Franchisor shall have sole
discretion to take such action as it deems appropriate and the right to exclusively control any litigation
or other proceeding arising out of any infringement, challenge, or claim or otherwise relating to any of
the Marks. Franchisee agrees to execute any and all instruments and documents, render such
assistance, and do such acts and things as may, in the opinion of Franchisor’s counsel, be necessary or
advisable to protect and maintain Franchisor’s interests in any such litigation or other proceeding or
to otherwise protect and maintain Franchisor’s interest in the Marks. At Franchisor’s option,
Franchisor or its designee may defend and control the defense of any proceeding arising directly from
Franchisee’s use of any Mark.

D. RightofInspection

In order to preserve the validity and integrity of the Marks licensed herein and to ensure that
Franchisee is properly employing the Marks in the operation of the Franchised Business, Franchisor
and its agents shall have the right of entry and inspection of the Franchise Premises at all reasonable
times and, additionally, shall have the right to observe the manner in which Franchisee is rendering
its services and conducting its activities and operations and to inspect inventory, equipment,
accessories, products, supplies, reports, forms and documents and related data to make certain that
the Franchised Business is being operated in accordance with the quality control provisions and
performance standards established by Franchisor.

E. Discontinuance of Use of Marks

Should it become necessary, in Franchisor’s sole Business Judgment, for Franchisee to modify or
discontinue use of any of the Marks or other commercial symbols, Franchisee shall, upon receiving
written notice from Franchisor, immediately modify or discontinue use of any Marks and adopt any
such modified or substitute trademark or trade name as Franchisor may require. Franchisor shall not
be required to reimburse Franchisee for its expenses in modifying or discontinuing the use of a Mark

-18 -



or any loss of goodwill associated with any modified or discontinued Mark or for any expenditures
made by Franchisee to promote a modified or substitute trademark or service mark.

F. Franchisor’s Sole Right to Domain Name and Social Media Accounts

Franchisee shall not establish an Internet site, social media account, or other internet account or site
using a domain name or uniform resource locator containing the words “NITELITES” or any variation
thereof without prior written consent from Franchisor. All Franchised Business email
communication must be sent to, communicated from, and received using the email account and
address established and furnished by Franchisor. Franchisee shall not use or publish any other email
address other than the one furnished by Franchisor. Franchisor retains the sole right to advertise on
the Internet and create a website and social media accounts using the “NITELITES” domain name.
Franchisee acknowledges that as between Franchisor and Franchisee, Franchisor is the owner of all
right, title and interest in and to such domain names and social media accounts as Franchisor shall
designate in the Manual.

7. CONFIDENTIAL INFORMATION
A. Requirement of Confidentiality

Franchisor shall disclose Confidential Information to Franchisee in the training program, the Manual
and in guidance furnished to Franchisee during the term of this agreement. Franchisee shall not
acquire any interest in the Confidential Information, other than the right to utilize it in performing its
duties and obligations pursuant to and during the term of this agreement, and Franchisee
acknowledges that the use or duplication of the Confidential Information in any other business
venture would constitute an unfair method of competition. Franchisee acknowledges and agrees that
the Confidential Information is proprietary, includes Franchisor’s trade secrets, and is disclosed to
Franchisee solely on the condition that Franchisee (and its legal and beneficial owners, including
Principals, officers, managers or trustees, if Franchisee is a Business Organization) does hereby agree
that it: (a) shall not use the Confidential Information in any other business or capacity; (b) shall
maintain the absolute confidentiality of the Confidential Information during and after the term of this
agreement; (c) shall not make unauthorized copies of any portion of the Confidential Information
disclosed in written or other tangible form; and (d) shall adopt and implement all reasonable
procedures prescribed from time to time by Franchisor to prevent unauthorized use or disclosure of
the Confidential Information. Franchisee agrees to enforce the preceding provisions of this section as
to its employees, agents, representatives and prospective purchasers of the Franchised Business, and
shall be liable to Franchisor for any unauthorized disclosure or use of Confidential Information by
any of them.

B. Improvements Developed by Franchisee

All ideas, concepts, techniques or materials concerning the Franchised Business, whether or not
protectable intellectual property and whether created by or for Franchisee or its Principals or
employees, must be promptly disclosed to Franchisor and will be deemed the sole and exclusive
property of Franchisor, may be made part of the Operating System and shall be considered works
made-for-hire for Franchisor, and no compensation will be due to Franchisee or its Principals or
employees therefor. To the extent that any item does not qualify as a “work made-for-hire” for
Franchisor, Franchisee shall assign ownership of that item, and all related rights to that item, to
Franchisor and must sign whatever assignment or other documents Franchisor requests to show
Franchisor’s ownership or to assist Franchisor in obtaining intellectual property rights in the item.
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Likewise, Franchisor agrees to disclose to Franchisee ideas, concepts, techniques or materials
developed by other franchisees, which are made a part of the Operating System.

C. Exclusive Relationship

Franchisee specifically acknowledges and agrees that Franchisor would be unable to protect the
Confidential Information against unauthorized use or disclosure and would be unable to encourage
a free exchange of ideas and information among NITELITES Franchisees, if owners of Franchised
Businesses, and members of their immediate families or households were permitted to hold interest
in or perform services for any Competitive Business. Franchisee, therefore, agrees that during the
term of this agreement, neither Franchisee nor any member of its immediate family or household or
any holder of a legal or beneficial interest in Franchisee will: (a) have any direct or indirect
Ownership Interest in any Competitive Business located or operating anywhere in the world; or (b)
perform services as a director, officer, manager, employee, trustee, consultant, representative, agent
or otherwise for any Competitive Business or any entity which is granting franchises or licenses to
others to operate a Competitive Business located or operating anywhere in the world.

D. Third Party Nondisclosure

Franchisee shall require each of its management and professional staff and, if Franchisee is a business
entity, each of its shareholders, officers, directors, partners, members, managers, employees, trustees
or professional staff, to execute a nondisclosure and non-competition agreement in a form approved
by Franchisor at the time this agreement is executed or prior to such persons becoming shareholders,
officers, partners, directors, members, managers, employees, trustees or professional staff, whichever
is earlier. Franchisee shall require each prospective purchaser of the Franchised Business, of the
license granted under this agreement, or of any interest in Franchisee, before disclosing any
confidential information to such Person, to execute a nondisclosure and confidentiality agreement,
in a form approved by Franchisor, requiring that all proprietary or confidential information that may
be disclosed to such Person in connection with his or her investigation of Franchisee or the
Franchised Business will be held in strict confidence and used solely to evaluate the contemplated
transaction. Franchisor shall be a third party beneficiary with the right to enforce the covenants
contained in such agreements.

E. Injunctive Relief

As any breach by Franchisee of any of the covenants contained in this section would result in
irreparable injury to Franchisor, and as the damages arising out of any such breach would be difficult
to ascertain, Franchisee agrees that, in addition to all other remedies provided by law or in equity,
Franchisor shall be entitled to seek an injunction against any such breach, whether actual or
contemplated.

F. Disclosure of Information About Franchisee

Franchisee acknowledges that Franchisor may from time to time be required or find it necessary to
disclose to third parties certain information about Franchisee and Franchisee’s Principals, including
personally identifiable information such as names, addresses, and telephone numbers, and
information collected by Franchisor under this agreement. Franchisee hereby consents to
Franchisor’s collection, use and disclosure of any information pertaining to the Franchised Business
(including personally identifiable information of Franchisee and Franchisee’s Principals) for
Franchisor’s reasonable business purposes and for any purpose described in Franchisor’s privacy
policy (as may be amended from time to time), subject to the limitations of this paragraph. Without
limiting the generality of the foregoing sentence, Franchisee hereby consents to: (i) the collection,
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use and disclosure of any information about Franchisee and Franchisee’s Principals (including
personally identifiable information) to develop, modify and enhance the System, to conduct credit
checks or other personal history investigations, to develop general franchisee profiles, to comply
with federal and state Franchise Laws, and to otherwise comply with any applicable law; (ii) the
transfer of any information (including personally identifiable information) to any third party in order
for Franchisor to fulfill its obligations under this agreement or attempt to obtain any benefit for
Franchisor, Franchisee, other NITELITES Franchisees, or the NITELITES Network as a whole; and (iii)
the release to Franchisee's landlord, lenders or prospective landlords or lenders, of any financial or
operational information relating to Franchisee and/or the Franchised Business (without obligating
Franchisor to do so). Franchisor shall protect confidential data and personally identifiable
information of Franchisee’s employees and customers. If Franchisor discloses financial information
of Franchisee in a Franchise Disclosure Document, Franchisor shall not identify Franchisee or
disclose any personally identifiable information of Franchisee in connection with the financial
information. “Personally identifiable information” is any information about a Person that can be used
to uniquely identify, contact or locate the Person.

8. MANUAL
A. Operation in Conformity with Manual

While this agreement is in effect, Franchisor give Franchisee electronic access to view the Manual
containing mandatory and suggested specifications, standards, operating procedures and rules
prescribed from time to time by Franchisor and information relative to other obligations of
Franchisee. Franchisee agrees to conduct the Franchised Business strictly in accordance with all of
the provisions set forth in the Manual. The Manual may consist of one (1) or more separate manuals
and other materials as designated by Franchisor and may be in written or electronic form.

B. Revisions of Manual

Franchisor shall have the right to add to and otherwise modify the Manual from time to time; provided,
however, that no such addition or modification shall alter Franchisee’s fundamental status and rights
under this agreement. Franchisor may make such additions or modifications without prior notice to
Franchisee. Franchisee shall immediately, upon notice, adopt any such changes.

C. Confidentiality of Manual

The Manual contains proprietary information and certain Confidential Information of Franchisor.
Franchisee agrees to maintain confidentiality both during the term of this agreement and subsequent
to the expiration or termination of the Franchise. Franchisee shall not grant any unauthorized access,
make any disclosure, duplication or other unauthorized use of any portion of the Manual. At all times,
Franchisee shall only grant authorized personnel access to the Manual and any pass code,
identification information for access to the Manual. In the event of any dispute as to the contents of
the Manual, the terms of the master copy of the Manual maintained by Franchisor at Franchisor’s
headquarters shall be controlling.

D. Ownership of Manual

The Manual shall, at all times, remain the sole property of Franchisor and shall promptly be returned
upon the expiration or termination of this agreement.

9. TRAINING AND OPERATIONS ASSISTANCE
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A. Initial Training

Franchisor shall make an initial training program available to Franchisee (or, if Franchisee is a
corporation, limited liability company, partnership, business trust or other business entity, its
Designated Manager) and up to one (1) assistant. Before opening the Franchised Business,
Franchisee (or its Designated Manager, if applicable) must attend and successfully complete, to
Franchisor’s satisfaction, an initial training program consisting of approximately one (1) week of
classroom and on-the-job instruction pertaining to the operation of the Franchised Business
including administrative, operational, sales/marketing matters, financial controls, other
management and operational techniques and maintenance of quality standards. Franchisor shall
conduct the initial training program at such facility or facilities as Franchisor may designate from
time to time. Franchisor shall not charge tuition or similar fees for initial training; however, all
expenses incurred by Franchisee in attending such program including travel costs, room and board
expenses and employees’ salaries, if applicable, shall be the sole responsibility of Franchisee.
Franchisee shall be responsible for training its management and other employees.

B. Failure to Complete Initial Training Program

If Franchisor determines, in its sole Business Judgment, that Franchisee is unable to satisfactorily
complete initial training described above, Franchisor shall have the right to terminate this
agreement. If this agreement is terminated pursuant to this section 9.B, Franchisor shall refund to
Franchisee fifty percent (50%) of the Franchise Fee paid by Franchisee pursuant to section 3.A. Upon
the refund of said amount, Franchisor shall be fully and forever released from any claims or causes
of action Franchisee may have under or pursuant to this agreement, except to the extent prohibited
by the laws of the state where the Franchised Business is located. In the event Franchisee is a business
entity and the Designated Manager of the Franchised Business fails to complete the initial training
program to Franchisor’s reasonable satisfaction, in Franchisor’s sole Business Judgment, Franchisee
may be permitted to select a substitute manager and such substitute manager must complete the
initial training to Franchisor’s reasonable satisfaction. Franchisee may be required to pay
Franchisor’s then-current rates for additional training, if any, for providing an initial training
program for such substitute manager.

C. NewDesignated Manager

If, after beginning operations, Franchisee names a new Designated Manager, the new Designated
Manager must complete the initial training program to Franchisor’s satisfaction within sixty (60)
days. Franchisee will be solely responsible for all travel and living expenses as well as any salary
expenses incurred by Franchisee in sending a new Designated Manager to attend Franchisor’s initial
training program. Franchisee may be required to pay Franchisor’s then-current rates for additional
training, if any, for providing an initial training program for such new Designated Manager.

D. Operations Assistance

For three (3) consecutive days after the opening of the Franchised Business, Franchisor shall furnish
to Franchisee, at the Franchised Business and at Franchisor’s expense, one (1) of Franchisor’s
representatives for the purpose of providing general assistance and guidance in connection with
opening and the day-to-day operations of the Franchised Business. If Franchisee requests additional
assistance from Franchisor in order to facilitate the opening of the Franchised Business, and
Franchisor deems it necessary and appropriate to comply with such request, Franchisor shall provide
such additional assistance at Franchisor’s then-current standard rates, plus expenses.
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E. Ongoing Training Meetings

Franchisor may require Franchisee to attend additional refresher training and/or seminars.
Attendance at such training programs or seminars shall be at Franchisee’s sole expense including travel
costs, room and board expenses and employees’ salaries. Franchisor, at its option, may charge
Franchisee a fee for such additional refresher training and/or seminars. Franchisor shall not require
attendance at more than two (2) sessions in any calendar year and Franchisee shall not be required to
attend more than four (4) days of refresher training or seminars in any calendar year.

F. Marketingand Promotions

Recognizing the value of advertising and the importance of the standardization of advertising and
promotion to the furtherance of the goodwill and the public image of the NITELITES Marks and
Operating System, Franchisee agrees as follows:

G. Local Advertising

Franchisee shall spend five percent (5%) of its Gross Sales on advertising, promotions and public
relations within the local area to be serviced by the Franchised Business (“Local Advertising”). All
Local Advertising expenditures are to be made directly by Franchisee. Within thirty (30) days after
the end of each calendar quarter, Franchisee shall furnish to Franchisor a detailed report of the Local
Advertising expenditures for the quarter. The failure of Franchisee to spend the minimum amount
on Local Advertising for two (2) consecutive quarters will constitute a material default of this
agreement. Franchisee may cure the default by paying to the Marketing Fund, within thirty (30) days
after notice from Franchisor, the difference between the minimum Local Advertising amount for the
relevant quarters less Franchisee’s actual Local Advertising expenditures for the same periods.
Franchisee shall submit to Franchisor for prior approval all advertising and promotional materials
to be used by Franchisee, including circulars, flyers, local newspaper and direct mail advertising.
Franchisor shall use reasonable efforts to provide notice of approval or disapproval within ten (10)
days from the date all requested material is received by Franchisor. If Franchisee does not receive
written approval within the ten-day period, Franchisor will be deemed to have not given the required
approval.

H. Systemwide Marketing Fund

Franchisor has established a systemwide Marketing Fund, which Franchisor or its designee shall
maintain and administer as follows:

1. Franchisor shall oversee all advertising programs with sole discretion over the
creative concepts, materials and media used in such programs and the placement and allocation
thereof. Franchisor cannot and does not ensure that any particular franchisee will benefit directly or
pro rata from the placement of advertising or other activities conducted by the Marketing Fund.

2. Franchisee’s Marketing Fund Contribution may be used to meet any and all costs of
producing, maintaining, administering and directing consumer advertising (including the cost of
preparing and conducting television, radio, Internet, magazine and newspaper advertising
campaigns and other public relations activities; developing and/or hosting an Internet web page of
similar activities; employing advertising agencies to assist therein; and providing promotional
brochures and other marketing materials to franchisees). All contributions by Franchisee to the
Marketing Fund shall be maintained in a separate account from the funds of Franchisor and shall not
be used to defray any of Franchisor’s general operating expenses, except for such reasonable
administrative costs and overhead, if any, as Franchisor may incur in activities reasonably related to
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the administration of the Marketing Fund, including the costs of enforcing contributions to the
Marketing Fund required under this agreement and the costs of preparing an accounting of the
operation of the Marketing Fund. Solicitations for the sale of NITELITES franchises that are an
incidental part of the Web Site, advertisements, or promotional materials paid for by the Marketing
Fund do not violate this paragraph.

3. Although Franchisor intends the Marketing Fund to be of perpetual duration,
Franchisor maintains the right to terminate the Marketing Fund. The Marketing Fund shall not be
terminated, however, until all monies in the Marketing Fund have been expended for advertising and
promotional purposes or returned to Franchisee and other franchisees based upon their respective
Marketing Fund Contributions during the one (1) year period immediately preceding the termination
of the Marketing Fund.

4. An accounting of the operation of the Marketing Fund shall be prepared annually and
shall be made available to Franchisee upon request. Franchisor reserves the right, at its option, to
require that such annual accounting include an audit of the operation of the Marketing Fund prepared
by an independent certified public accountant selected by Franchisor and prepared at the expense of
the Marketing Fund.

5. Each Franchisor or Affiliate-owned business using the Operating System and the
Marks shall make contributions to the Marketing Fund equivalent to the contributions required of
franchisees within the NITELITES Network.

6. Franchisee agrees that Franchisor (and any designee of Franchisor) shall not have
any direct or indirect liability or obligation to Franchisee, to the Marketing Fund, or otherwise with
respect to the management, maintenance, direction, or administration of the Marketing Fund.
Franchisee further agrees that Franchisor shall not be liable for any act or omission, whether with
respect to the Marketing Fund or otherwise, which is consistent with this agreement or other
information provided to Franchisee, or which is done in subjective good faith. Franchisee and
Franchisor, each having a mutual interest and agreeing on the critical practical business importance
of their relationship being governed solely by written instruments signed by the parties to be bound
(and not having either party subject to the uncertainty inherent in the application of legal or other
concepts not expressly agreed to in writing by both parties), agree that their rights and obligations
with respect to the Marketing Fund and all related matters are governed solely by this agreement
and that neither this agreement nor the Marketing Fund are in the nature of a “trust,” “fiduciary
relationship” or similar special arrangement, but is only an ordinary commercial relationship
between independent businesspersons for their independent economic benefit.

I. Cooperative Advertising

Franchisor has the right, but not the obligation, to create Cooperative Advertising programs for the
benefit of Franchisee and other NITELITES Franchises (including those owned and/or operated by
Franchisor or its Affiliate) if two (2) or more franchisees are established in a common market.
Franchisor has the right to (a) allocate any portion of the Marketing Fund to the Cooperative
Advertising program; and (b) collect and designate all or any portion of the Local Advertising for a
Cooperative Advertising program. Franchisor has the right to determine the composition of all
geographic territories and market areas for the implementation of each Cooperative Advertising
program and to require that Franchisee participate in all Cooperative Advertising programs established
within Franchisee’s region. If a Cooperative Advertising program is implemented on behalf of a
particular region, Franchisor has the right to establish an advertising cooperative for that region to
administer the Cooperative Advertising program. Franchisee shall participate in any such cooperative
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established in its region according to the cooperative’s rules and procedures, and shall abide by the
cooperative’s decisions.

J. Grand Opening Advertising

Franchisee must spend at least Five Thousand Dollars ($5,000.00) during the first three (3) months
of operation of the Franchised Business on Local Advertising and promotion conducted in accordance
with the opening of the Franchised Business (“Grand Opening Advertising”). All advertising and other
materials used in conducting Grand Opening Advertising will be subject to Franchisor’s prior
approval. Grand Opening Advertising is in addition to the minimum Local Advertising expenditure
required in section 10.A.

K. Telephone Directory Advertising

Franchisee must list and advertise the telephone number for the Franchised Business in the “white
pages” telephone directory and the classified or “yellow pages” telephone directory distributed in its
trade area and in such directory heading or category as specified by Franchisor (“Telephone
Directory Advertising”). Franchisee must place the classified directory advertisement and listings
together with other NITELITES Franchises operating within the distribution area of the directories.
If a joint listing is obtained, the cost of the advertisements and listings will be apportioned among
NITELITES Franchises that are placed together. Telephone Directory Advertising expenditures shall
be in addition to the Local Advertising required in section 10.A and the Grand Opening Advertising
required in section 10.D.

L. Internet Advertising

Franchisor has established and maintains an Internet website at the uniform resource locator
(“URL") www.nitelites.com that provides information about the NITELITES Network and the services
that Franchisor and its franchisees provide. Franchisor may (but is not required to) include at the
NITELITES website an interior page containing information about the Franchised Business. If
Franchisor includes such information on the NITELITES website, Franchisor may require Franchisee
to prepare all or a portion of the page, at Franchisee’s expense. All such information shall be subject
to Franchisor’s approval prior to posting. Franchisor retains the sole right to market on the Internet,
including all rights and use of websites, domain names, social media accounts, URL’s, linking, meta-
tags, marketing, auction sites, e-commerce and co-branding arrangements. Franchisee may be
requested to provide Franchisor content for Franchisor’s Internet marketing and shall be required
to follow Franchisor’s Intranet, social media, and Internet usage rules, policies and requirements. All
Franchised Business email communication must be sent to, communicated from, and received using
the email account and address established and furnished by Franchisor. Franchisee shall not use or
publish any other email address other than the one furnished by Franchisor. Franchisor retains the
sole right to use the Marks on the Internet, including on websites, as domain names, directory
addresses, search terms, meta-tags, social media accounts, and in connection with linking, marketing,
co-branding and other arrangements. Franchisor retains the sole right to approve any linking or
other use of the NITELITES website. Franchisee may not establish a presence on, or market using, the
Internet in connection with the Franchised Business unless Franchisee has obtained Franchisor’s
express prior written consent and subject to Franchisor’s specifications in connection with the same.
In the event Franchisor approves an independent Franchisee website, Franchisor may require that
such site shall be accessed only through Franchisor’s home page.

10. BOOKS AND RECORDS
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A. Requirementto Maintain

During the term of this agreement, Franchisee shall maintain and preserve for the time period
specified in the Manual, full, complete and accurate books, records and accounts in accordance with
the standard accounting system prescribed by Franchisor in the Manual or otherwise in writing.
Franchisee shall retain during the term of this agreement, and for three (3) years thereafter, all books
and records related to the Franchised Business including invoices, purchase orders, payroll records,
sales tax records, state and federal income tax returns, cash receipts, disbursement journals, general
ledgers and any other financial records designated by Franchisor or as required by law.

B. SalesReports

Franchisee shall maintain an accurate record of daily Gross Sales and shall deliver to Franchisor, by
the fifteenth (15th) day of each month, a signed and verified statement of monthly Gross Sales of the
Franchised Business for the preceding calendar month, using such form as Franchisor approves or
provides in the Manual, which may either be in written or electronic form.

C. Monthly and Annual Financial Reports

Franchisee shall, at its own expense, supply to Franchisor on or before the tenth (10th) day of the
following calendar month, in a form approved by Franchisor, a balance sheet as of the last day of the
preceding month, an income statement for the preceding month and Fiscal Year-to-date, and an
electronic back-up of Franchisee’s bookkeeping records, in such format and on such medium as may
be specified in the Manual. Additionally, Franchisee shall submit to Franchisor within ninety (90)
days after the end of each Fiscal Year during the term of this agreement, an income statement for the
Fiscal Year and a balance sheet as of the last day of the Fiscal Year, prepared in accordance with
generally accepted accounting principles, certified by Franchisee or by an officer of Franchisee as
accurately reflecting the results of operations and the financial condition of the Franchised Business
and, if required by Franchisor, reviewed or audited by a certified public accountant. Franchisee shall
also submit to Franchisor, on or before April 30 of each year, signed copies of Franchisee’s federal
income tax return for the previous tax year as filed with the Internal Revenue Service. If Franchisee
has received an extension of time to file and Franchisee submits to Franchisor a signed, file-stamped
copy of IRS Form 4868 or 2688, as applicable, by April 30, then Franchisee shall submit the tax
returns within fifteen days after the final due date for such return, but in no event later than October
30 of each year. In addition, Franchisee shall submit to Franchisor such other periodic reports, forms
and records in the manner and at the time specified in the Manual or otherwise in writing.

D. DesignFiles

Franchisee shall no less than monthly produce and deliver up to Franchisor all client hard and
electronic files and designs depicting, relating to, or incident to Franchised Business’ offering and
selling of products or service to be memorialized and archived.

E. Computer System

Franchisee shall install, maintain, and at all times operate such computer hardware and software,
including electronic devices and technology, as Franchisor may specify in the Manual or otherwise
in writing as reasonably necessary for the efficient management and operation of the Franchised
Business and the transmission of data to and from Franchisor. Franchisee agrees to permit
Franchisor to access to, by modem, Internet or otherwise, the computer system and electronic
devices and technology for the purpose of downloading information from Franchisee’s computer
system, devices and technology.
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F. RightofFranchisor to Perform Inspection

Franchisor or its designated agents shall have the right at all reasonable times to examine and copy,
at Franchisor’s expense, the books, records and tax returns of Franchisee. In addition, the same shall
have the right to interview customers, employees, vendors and/or suppliers and, at any time, to have
an independent audit made of Franchisee’s books and records at Franchisor’s expense. If an
inspection should reveal that the Gross Sales or any fees or payments to Franchisor have been
understated in any report to Franchisor, then Franchisee shall immediately pay to Franchisor the
amount understated plus interest from the date such amount was due until paid, at the rate of one
and one-half percent (1.5%) per month or the maximum rate permitted by law. If an inspection
discloses an understatement in any payment report of three percent (3%) or more, Franchisee shall,
in addition, reimburse Franchisor for any and all reasonable costs and expenses in connection with
the inspection including travel expenses, reasonable accounting and legal fees. The foregoing
remedies shall be in addition to any other remedies Franchisor may have.

G. Release of Records

Upon Franchisor’s request, Franchisee shall authorize and direct any and all third parties including
accounting professionals to release to Franchisor Franchisee’s accounting and financial records
arising from, or relating to, the operation of the Franchised Business including any and all records
evidencing and/or reflecting Gross Sales, profits and/or losses, income, tax liabilities, tax payments,
revenues, and expenses, and any and all correspondence, notes, memoranda, audits, business
records, or internal accountings within said third parties’ possession, custody or control and to
continue to release the same to Franchisor on a monthly basis for the length of the unexpired term of
this agreement or until such time as Franchisor withdraws its request. Franchisee agrees to execute
any and all documents necessary to facilitate the release of records referenced herein to Franchisor.

11. FRANCHISE SYSTEM
A. Uniformity of Operating System

Franchisee shall comply with all requirements set forth in this agreement, the Manual and other
policies as required by Franchisor. Mandatory specifications, standards, operating procedures and
rules prescribed from time to time by Franchisor in the Manual, or otherwise communicated to
Franchisee in writing, shall constitute provisions of this agreement as if fully set forth herein.
Franchisee shall comply with all such mandatory specifications, standards and operating procedures
and rules.

B. Modification of the Operating System

Franchisee recognizes that from time to time, Franchisor may introduce, as part of the Operating
System, certain Operating System modifications including the adoption and use of new computer
hardware and software, equipment or signs. Franchisee agrees to make all required upgrades and
modifications at its expense as may be required by Franchisor; provided, however, that Franchisor
shall not require any expenditures which are unreasonably disproportionate to Franchisee’s original
investment to establish the Franchised Business. No additional investment will be required during
the first year of the initial term; if such additional investment is required to be made in the last year
of the initial term, Franchisee may avoid making the investment by providing notice of intent not to
renew the Franchise. Franchisee acknowledges that any required expenditures for changes or
upgrades to the Operating System shall be in addition to expenditures for repairs and maintenance
as required in section 13.F.
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C. Variance

Franchisee acknowledges that because complete and detailed uniformity under many varying
conditions may not be possible or practical, Franchisor specifically reserves the right and privilege,
at its sole Business Judgment and as it may deem in the best interests of all concerned in any specific
instance, to vary System Standards for any NITELITES Franchisee based upon any condition that
Franchisor deems to be of importance to the successful operation of such franchisee’s business.
Franchisee shall not be entitled to require Franchisor to disclose or grant to Franchisee a like or
similar variation hereunder.

12. OPERATING STANDARDS
A. General Operation

Franchisee will use the Marks and the Operating System in strict compliance with the standards,
procedures, specifications and requirements, which are required of all NITELITES franchisees.

B. Authorized Productsand Services

Franchisee acknowledges that the reputation and goodwill of the NITELITES Network and the
Operating System is based upon offering high quality services and products and the satisfaction of its
customers. Accordingly, Franchisee shall offer for sale and use at the Franchised Business only
Authorized Products and Services specified in the Manual or that Franchisor has expressly approved
from time to time and which are not thereafter disapproved, and shall not offer for sale or sell or
provide through the Franchised Business, any products or services which Franchisor has not
approved. Franchisee shall not use the Franchise Premises for any purpose other than the operation
of the Franchised Business in full compliance with this agreement and the Manual. Franchisor shall
notify Franchisee of Authorized Products and Services that are authorized in the Manual and
subsequent revisions to the Manual.

C. ApprovedSuppliers

1. All computer hardware and software, equipment, forms, marketing materials,
stationery, supplies, NITELITES products, tools, and other materials used in the Franchised Business
shall comply with Franchisor’s specifications and, if required by Franchisor, shall be purchased only
from Approved Suppliers that Franchisor designates or approves. If Franchisor or an Affiliate is an
Approved Supplier, Franchisee shall execute a standard form purchase, lease, supply or license
agreement for the items to be supplied by Franchisor or its Affiliate. Franchisor shall provide
Franchisee, in the Manual or other written or electronic form, with a list of specifications for
equipment, supplies, and other materials and, if required, a list of designated or Approved Suppliers
for some or all of these items, which may include Franchisor or its Affiliates.

2. Upon Franchisor’s request, or if Franchisee desires to utilize any services or products
that Franchisor has not approved (for services and products that require supplier approval),
Franchisee shall first send Franchisor sufficient information, specifications and/or samples for
Franchisor to determine whether the service or product complies with its standards and
specifications or the supplier meets its Approved Supplier criteria. Franchisee shall bear all
reasonable expenses incurred by Franchisor in connection with determining whether it shall approve
an item, service or supplier. Franchisor will decide within a reasonable time (usually thirty [30] days)
after receiving the required information whether Franchisee may purchase or lease such items or
services or from such supplier. Approval of a supplier may be conditioned on requirements related
to the frequency of delivery, standards of service, consistency, availability, quality, reliability,
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and general reputation. Notwithstanding anything contrary in this agreement, Franchisor reserves
the right to review from time to time its approval of any items or suppliers. Franchisee acknowledges
and agrees that Franchisor may revoke its approval of any item, service or supplier at any time, in its
sole Business Judgment, by notifying Franchisee and/or the supplier. Franchisee agrees, at its own
expense, to promptly cease using, selling or providing any items or services disapproved by
Franchisor and to promptly cease purchasing from suppliers that Franchisor disapproves. Franchisee
acknowledges that Franchisor may receive volume rebates, markups and other benefits from
suppliers, or in connection with the furnishing of supplies, and Franchisee agrees that all such
benefits shall accrue to the benefit of Franchisor and that Franchisee shall have no entitlement or
interest therein. Nothing in this section shall be construed to require Franchisor to approve any
particular supplier, or to require Franchisor to make available to prospective suppliers, standards
and specifications that Franchisor, in its Business Judgment, deems confidential.

D. NITELITES Products and Equipment

1. Franchisor and its Affiliate have developed and manufacture a proprietary line of
superior-quality Exterior [llumination Products, referred to as NITELITES Products and Equipment.
In order to maintain the consistency, quality and uniformity of the Operating System, Franchisor shall
make the NITELITES Products and Equipment available to Franchisee in reasonable quantities in
accordance with the procedures for ordering, handling and shipping that Franchisor may determine
from time to time, provided that Franchisee is in compliance with this agreement and all other
agreements with Franchisor and its Affiliate. Franchisor’s Affiliate’s current standard form Supply
Agreement is attached as Exhibit D to this agreement.

2. Franchisee acknowledges and agrees that the NITELITES Products and Equipment
developed by Franchisor and its Affiliate are distinctive as a result of being developed pursuant to
Franchisor and its Affiliate’s experience and are inextricably interrelated with the Marks. Franchisee
shall order and purchase all of its requirements of Exterior [llumination Products exclusively from
Franchisor, its Affiliate, or a supplier designated by Franchisor, shall use only NITELITES Products
and Equipment in connection with the operation of the Franchised Business, and may not purchase,
sell, or use any other competing or substitute Exterior [llumination Products in connection with the
operation of the Franchised Business. Franchisee shall at all times maintain an inventory of
NITELITES Products and Equipment as necessary to operate the Franchised Business at full capacity.

3. Franchisor commits to provide the NITELITES Products and Equipment supplied by
Franchisor or its Affiliate at competitive prices; however, Franchisee acknowledges that Franchisor
and its Affiliate have the right to earn a reasonable profit on the sale of its NITELITES Products and
Equipment

E. Minimum Annual Gross Sales

1. Franchisee’s Gross Sales for each Fiscal Year (as defined in section 1.18) must equal
or exceed the applicable “Minimum Annual Gross Sales” in the table below. Franchisee’s failure to
achieve or exceed the Minimum Annual Gross Sales for two consecutive Fiscal Years is a material
breach of this agreement, for which Franchisor, in addition to its other legal and equitable remedies,
may terminate this agreement in accordance with section 13.2, refuse to renew the Franchise granted
under this agreement, or reduce the geographic size of the Protected Territory:

-29 -



MINIMUM ANNUAL GROSS SALES

Protected Fiscal Year

Territory

Class* 1st 2nd 3rd 4th 5th
1 -0- $300,000 | $345,000 | $396,750 | $456,262
2 -0- $250,000 | $287,500 | $330,625 | $380,218
3 -0- $225,000 | $258,750 | $297,562 | $342,196
4 -0- $175,000 | $201,250 | $231,437 | $266,153
5 -0- $125,000 | $143,750 | $165,312 | $190,109

2. Franchisee acknowledges that the Minimum Annual Gross Sales amounts in the above

table do not constitute, and are not in the nature of, “earnings claims” or “financial performance
representations.” Franchisor disclaims any representation, warranty or guarantee that Franchisee
can or will achieve levels of sales necessary to comply with the Minimum Annual Gross Sales amounts
above, or any other level or range of sales, income, or other measures of performance. As a practical
business matter, Franchisor is unable to reliably estimate or predict the future financial or other
results of any NITELITES Franchisee, and is unable to reliably estimate or predict Franchisee’s
potential results.

Franchisee specifically understands that section 13.E.1 above permits
Franchisor to terminate this agreement, refuse to renew the Franchise
granted under this agreement, or reduce the size of Franchisee’s Territory if
Franchisee fails to achieve or exceed the applicable Minimum Annual Gross
Sales for two consecutive Fiscal Years.

Initials of Franchisee or individual signing on behalf of Franchisee

F. Appearance and Condition of the Franchised Business

During the term of this agreement, Franchisee agrees to maintain the Franchised Business in “like
new” condition, including the equipment and vehicles used therein. Franchisee shall repair or replace
damaged, worn out or obsolete equipment, computer hardware and software, fixtures, and signs at
the Franchised Business if, at any time in Franchisor’s reasonable judgment, the general state of
repair or safety of the premises or any service vehicle does not meet with Franchisor’s specifications
or standards. Franchisor will notify Franchisee specifying the action(s) which needs to be taken to
correct the deficiency and Franchisee agrees to take such action(s) promptly.

G. Employeesand Subcontractors

Franchisee is solely responsible for the hiring of all employees and/or subcontractors to be employed
or engaged in the operation of the Franchised Business. Franchisee shall be exclusively responsible
for the terms of their compensation and for the training of such employees required for the proper
operation of the Franchised Business. Franchisee acknowledges and understands that Franchisee’s
employees will be entering clients’ residences for the purpose of selling and providing Authorized
Products and Services. Accordingly, in order to ensure the safety of Franchisee’s clients, prior to
hiring any prospective employee, Franchisee shall conduct a background review of each prospective
employee’s criminal, motor vehicle, medical and/or credit histories. Franchisee shall not hire any
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prospective employee for any position involving entrance to a client’s residence if such prospective
employee’s background review indicates, in Franchisee’s reasonable discretion, a propensity for
violence, dishonesty, negligent, reckless or careless behavior, or a conviction for any crime within the
past seven (7) years. Franchisor shall not be liable to Franchisee, any employee or prospective
employee of Franchisee, or any third party for any act or omission of Franchisee or any employee or
agent of Franchisee, and Franchisee shall indemnify, hold harmless and defend Franchisor against
and from any and all claims, demands or actions arising from any act or omission of Franchisee or
any employee or agent of Franchisee (including refusal to hire or discrimination claims or claims
asserted by third parties for intentional torts allegedly committed by any employee or agent of
Franchisee).

H. Compliance with USA PatriotAct

Franchisee hereby certifies that neither Franchisee nor any of its Affiliates, Principals, employees or
other Persons associated with Franchisee is an Embargoed Person (as defined in section 1.15).
Franchisee shall not hire or have any dealings with an Embargoed Person or permit an Embargoed
Person to hold an Ownership Interest in or position as a director or officer of Franchisee. Franchisee
certifies that it has no knowledge or information that, if generally known, would result in Franchisee
or any of its Affiliates, Principals, employees or other Persons associated with Franchisee being an
Embargoed Person. Franchisee shall comply with and assist Franchisor to the fullest extent possible
in Franchisor’s efforts to comply with the Anti-Terrorism Laws (as defined in section 1.2). In
connection with that compliance, Franchisee certifies, represents and warrants that none of its
property or interests is subject to being “blocked” under any of the Anti-Terrorism Laws and that
Franchisee and its Affiliates and Principals are not otherwise in violation of any of the Anti-Terrorism
Laws. Franchisee is solely responsible for ascertaining what actions must be taken by Franchisee to
comply with all Anti-Terrorism Laws, and Franchisee specifically acknowledges and agrees that its
indemnification responsibilities in section 21.B include Franchisee’s obligations under this
paragraph. Any misrepresentation by Franchisee under this paragraph or any violation of the Anti-
Terrorism Laws by Franchisee, its Affiliates, Principals or employees, will constitute grounds for
immediate termination of this agreement and any other agreement between any Franchisor-Related
Person and Franchisee or any of its Affiliates, Principals or employees.

I. Managementand Operation of the Franchised Business

The Franchised Business shall, at all times, be under the direct full-time supervision of Franchisee
(or a Designated Manager if Franchisee is a corporation, limited liability company, business trust or
partnership). Full-time means the expenditure of at least thirty-five (35) hours per week, excluding
vacation, sick leave, etc. Franchisee shall keep Franchisor informed, in writing, at all times of the
identity of its Designated Manager of the Franchised Business. The Designated Manager is not
required to have an Ownership Interest in the Franchised Business.

J. BestEfforts

Franchisee shall use its best efforts to promote and increase the sales and recognition of services
offered through the Franchised Business. Franchisee shall require all of Franchisee’s employees,
managers, officers, agents and representatives to make a good faith effort to enhance and improve
the Operating System and the sales of all services and products provided as part of the Operating
System. Franchisee must at all times faithfully, honestly and diligently perform its obligations under
this agreement and must not engage in any business or other activities that will conflict with its
obligations under this agreement.
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K. Licensesand Permits

Franchisee shall secure and maintain in force all required licenses, permits and certificates relating
to the operation of the Franchised Business and shall operate the Franchised Business in full
compliance with all applicable laws, ordinances, rules and regulations including all government
regulations. Without limiting the generality of the foregoing, Franchisee shall fully comply with all
laws of each state in which the Franchised Business operates requiring the registration of fictitious
or assumed names, and shall provide Franchisor with evidence of compliance within thirty (30) days
after opening the Franchised Business.

L. Compliance with Good Business Practices

Franchisee acknowledges that each and every detail of the quality of appearance and demeanor of
Franchisee and its employees, equipment and materials utilized by Franchisee is important to
Franchisor and to other franchisees. Franchisor shall endeavor to maintain high standards of quality
and service by all franchisees. To this end, Franchisee agrees to cooperate with Franchisor by
maintaining such high standards in the operation of the Franchised Business. Franchisee shall at all
times: (i) give prompt, courteous and efficient service to customers of the Franchised Business; (ii)
use its best efforts to ensure the satisfaction of each customer; (iii) use good faith in all dealings with
customers and potential customers; (iv) respond to customer complaints in a courteous, prompt, and
professional manner; (v) use its best efforts to promptly and fairly resolve customer disputes in a
mutually-agreeable manner; and (vi) honor, in accordance with their terms, all written product and
service warranties provided by Franchisee in connection with its Franchised Business. All services
provided by the Franchised Business shall be performed competently and in a professional manner.
The Franchised Business shall in all dealings with its customers, potential customers, suppliers,
creditors and the public adhere to the highest standards of honesty, fair dealing, moral and ethical
conduct. If, in any situation, Franchisor deems that Franchisee did not fairly handle a customer
complaint, Franchisor has the right to intervene and satisfy the customer, for the sole purpose of
protecting the goodwill and reputation of the Marks. Franchisee shall reimburse Franchisor for all
costs incurred by Franchisor in servicing a customer of the Franchised Business.

M. Payment ofLiabilities and Taxes

Franchisee shall pay its distributors, lessors, contractors, suppliers, trade creditors, employees, and
other creditors promptly as the debts and obligations to such parties become due, and pay all taxes
on real and personal property, leasehold improvements and fixtures and equipment, and all sales and
use, income, payroll and other taxes promptly when due and hold Franchisor harmless therefrom.
Franchisee’s failure to do so shall constitute a breach of this agreement. All taxes shall be paid directly
to the taxing authorities prior to the delinquent date. If Franchisee shall fail to pay any such
obligations promptly as the debts to such parties become due, or if any taxes become delinquent,
Franchisor, in addition to its other remedies provided in this agreement, may elect to pay any such
obligation or delinquent tax on behalf of Franchisee, together with late charges, penalties and
interest, if any, and Franchisee shall, upon demand, reimburse Franchisor for any sums so paid by
Franchisor, together with interest at the rate of eighteen percent (18%) per annum, or the highest
rate allowed by law, whichever is less, from the date of payment by Franchisor to the date of
reimbursement by Franchisee.

N. Notification of Proceedings

Franchisee shall notify Franchisor, in writing, within five (5) days of the commencement of any
action, suit or proceeding and of the issuance of any order, writ, injunction, award or decree of any
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court, agency or other governmental instrumentality, including action against professional
services/credentials of any employee associated with Franchisee, which may adversely affect the
operation or financial condition of the Franchised Business. Franchisee shall deliver to Franchisor,
within five (5) days of Franchisee’s receipt thereof, a copy of any inspection report, warning,
certificate or rating by any governmental agency relating to any health or safety law, rule, or
regulation that reflects Franchisee’s failure to meet and maintain the highest applicable rating or
Franchisee’s noncompliance or less than full compliance with any applicable law, rule or regulation.

0. RighttoInspect

In addition to the rights described in section 6.D, Franchisor, or its agents, shall have the right, at any
reasonable time, to remove product samples from the Franchised Business in amounts reasonably
necessary for testing by Franchisor to determine whether such samples meet Franchisor’s then-
current standards.

P. DaysofOperation

Franchisee shall keep the Franchised Business open for business during normal business hours and on
such days as specified in the Manual, or as otherwise required by Franchisee’s lease agreement, if any,
for the Franchise Premises.

Q. Vending Machines

Franchisee agrees not to install nor use at its Franchised Business or the Franchise Premises any
vending machines, amusement devices, video machines or other similar devices unless the
installation and use of such devices has been approved in writing by Franchisor.

R. CreditCards

Franchisor requires that Franchisee have arrangements in place with Visa, MasterCard, American
Express and such other credit card issuers as Franchisor may designate from time to time in order
that the Franchised Business may accept such methods of payment from its customers.

S. Uniforms

Franchisee agrees to abide by any uniform requirements stated in the Manual. All required uniforms,
if any, must be purchased from Franchisor or a designated supplier who meets Franchisor’s
specifications and quality standards.

13. FRANCHISOR’S ONGOING OPERATIONS ASSISTANCE
A. General Advice and Guidance

Franchisor will be available by telephone, e-mail or facsimile to discuss any problem and to render
advice and guidance with respect to planning, opening and operation of the Franchised Business.
Franchisor does not charge for these services, however, Franchisor retains the right to discontinue
this service should Franchisee, in Franchisor’s Business Judgment, be deemed to be utilizing this
service too frequently or in an unintended manner. Franchisor’s advice or guidance to Franchisee
relative to prices for products and services that, in Franchisor’s judgment, constitute good business
practice is based upon the experience of Franchisor and its franchisees in operating NITELITES
Franchises and an analysis of the costs of such services and prices charged for competitive services
and products. Franchisee shall have the sole right to determine the prices to be charged by the
Franchised Business.
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B. Periodic Visits

Franchisor or Franchisor’s representative shall make periodic visits to the Franchised Business, at its
expense, for the purposes of consultation, assistance and guidance of Franchisee in various aspects of
the operation and management of the Franchised Business. Franchisor and Franchisor’s
representatives who visit the Franchised Business may prepare, for the benefit of both Franchisor
and Franchisee, written reports with respect to such visits outlining any suggested changes or
improvements in the operations of the Franchised Business and detailing any defaults in such
operations which become evident as a result of any such visit. A copy of any such written report may
be provided to Franchisee.

C. Advertising and Promotional Materials

Franchisor may periodically provide advertising and promotional materials including ad-slicks,
brochures, fliers and other materials to Franchisee for use in the operation of the Franchised
Business.

D. SystemImprovements

Franchisor will communicate improvements in the Operating System to Franchisee as such
improvements may be developed or acquired by Franchisor and implemented as part of the
Operating System.

14. INSURANCE
A. Typesand Amounts of Coverage

Franchisee shall procure before the earliest of either sixty (60) days of the Effective Date of this
agreement or commencement of the Franchised Business, whichever occurs first, at its sole expense,
and maintain in full force and effect, during the term of this agreement, the following insurance
naming NiteLites Franchise Systems, Inc. and NL Manufacturing & Distribution Systems, Inc as
additional insured and/or loss payee, in addition to any other insurance that may be required
by applicable law, any lender or lessor. In addition, each insurance policy shall contain a waiver
of all subrogation rights against Franchisor and its successors and assigns.

1. Comprehensive general public liability insurance against claims for bodily and
personal injury, death and property damage caused by or occurring in conjunction with the operation
of the Franchised Business, or Franchisee’s conduct of business pursuant to this agreement providing
minimum liability coverage for claims, as specified by Franchisor from time to time covering
occurrences at installation sites, Franchised Business Approved Location ,or offsite; currently the
minimum is Two Million Dollars ($2,000,000.00) per occurrence and Four Million Dollars
($4,000,000.00) aggregate.

2. “All Risk” coverage insurance on all contents including inventory, furniture, fixtures,
equipment, supplies and other property used in the operation of the Franchised Business for full
“replacement cost” coverage.

3. Workers’ Compensation that complies with the statutory requirements of the state in
which the Franchised Business is located and employer liability coverage with a One Hundred
Thousand Dollar ($100,000.00) minimum limit or, if greater, the statutory minimum limit if required
by state law.
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4, Automobile Liability Insurance for owned, hired and non-owned vehicles with a
combined single limit of at least One Million Dollars ($1,000,000.00).

5. General property damage insurance, including fire and extended coverage, vandalism
and malicious mischief insurance.

6. Such insurance as necessary to provide coverage under the indemnity provisions set
forth in section 22.B.

7. Such other and further insurance as Franchisor may require.
B. Carrier Standards

Such policy or policies shall be written by an insurance company licensed in the state in which
Franchisee operates and having at least an “A” Rating Classification as indicated in A.M. Best's Key
Rating Guide in accordance with standards and specifications set forth in the Manual.

C. Evidence of Coverage

Franchisee’s obligation to obtain and maintain the foregoing policy or policies shall not be limited in
any way by reason of any insurance which may be maintained by Franchisor, nor shall Franchisee’s
performance of that obligation relieve it of liability under the indemnity provisions set forth in
section 22.B. Franchisee agrees to provide annually a certificate of insurance showing compliance
with the foregoing requirements. Such certificate shall state that said policy or policies shall not be
canceled or altered without at least thirty (30) days prior written notice to Franchisor and shall
reflect proof of payment of premiums.

D. Failure to Maintain Coverage

Should Franchisee, for any reason, not procure and maintain such insurance coverage as required by
this agreement, Franchisor shall have the right and authority (without, however, any obligation to do
so) to immediately procure such insurance coverage and to charge same to Franchisee, which
charges, together with a reasonable fee for expenses incurred by Franchisor in connection with such
procurement, shall be payable by Franchisee immediately upon notice.

15. FRANCHISEE’'S COVENANTS NOT TO COMPETE

The restrictive covenants contained in this section are provided for reasons including the following:
(a) to protect the trade secrets of Franchisor; (b) to induce Franchisor to grant a Franchise to
Franchisee; and (c) to protect Franchisor against its costs in training and advising Franchisee and its
Principals, officers, directors, trustees, executives, managers and professional staff. Franchisor may
require Franchisee to have each of its Principals, officers, directors, trustees, executives, managers
and professional staff sign like restrictive covenants, which shall protect both Franchisor and
Franchisee, and, if required, said covenants executed by each of them shall remain on file at the offices
of Franchisee and are subject to audit or review as otherwise set forth herein.

A. DuringTerm

Franchisee specifically acknowledges that pursuant to this agreement, Franchisee will receive
valuable training and Confidential Information of Franchisor and the Operating System. Franchisee
covenants that, except as otherwise approved in writing by Franchisor, neither Franchisee, nor any
Principal of Franchisee, nor any Affiliate of Franchisee, nor the Designated Manager, nor any officer
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or director of Franchisee shall, during the term of this agreement, either directly or indirectly, for
themselves, or through, on behalf of or in conjunction with, any Person:

1. Divert or attempt to divert any business or customer of the Franchised Business to
any competition, by direct or indirect inducement or otherwise, or do or perform, directly or
indirectly, any other act injurious or prejudicial to the goodwill associated with the Marks or the
Operating System;

2. Own an interest in, manage, operate, act as a consultant with respect to the
management or operation of any Competitive Business wherever located; or

3. Promote, sell, or provide for compensation any products or services offered by the
Franchised Business, or otherwise operate the Franchised Business, within a protected territory
licensed to another franchisee of Franchisor, or otherwise infringe upon rights granted under
franchise agreements with other franchisees of Franchisor.

B. After Termination or Expiration

Franchisee covenants that, except as otherwise approved in writing by Franchisor, neither
Franchisee, nor any Principal of Franchisee, nor any Affiliate of Franchisee nor the Designated
Manager, nor any officer, director, trustee, or any other owner of a legal or beneficial interest in
Franchisee, executive or professional staff shall, for a period of two (2) years after the expiration or
termination of this agreement, regardless of the cause of termination, either directly or indirectly, for
themselves or through, on behalf of or in conjunction with, any Person own an interest in, manage,
operate, act as a consultant with respect to the management, or operation of any Competitive
Business within fifty (50) miles of the Franchised Business, or within fifty (50) miles of any other
Franchisor or franchisee-owned NITELITES Franchise.

C. Reasonableness of Restrictions

Franchisee acknowledges that the restrictive covenants contained in this section 16 are essential
elements of this agreement and that without their inclusion, Franchisor would not have entered into
this agreement. Franchisee agrees that each of the terms set forth in this section, including the
restrictive covenants, are fair and reasonable, and are reasonably required for the protection of
Franchisor and the Operating System.

D. Remedies

As any breach by Franchisee of any of the covenants contained in this section would result in
irreparable injury to Franchisor, and as the damages arising out of any such breach would be difficult
to ascertain, Franchisee agrees that, in addition to all other remedies provided by law or in equity,
Franchisor, in the event of a breach or threatened breach of the covenants herein contained, shall be
entitled to seek immediate equitable remedies including restraining orders, preliminary and
permanent injunctions in order to prevent Franchisee, its partners, members, officers, directors or
employees from continuing to breach the covenants contained in this section 16.

E. Severability
The foregoing covenants shall be construed as independent of any other covenant or provision of this

agreement. If all or any portion of a covenant in this section is held unreasonable, then this section
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16 is hereby amended to provide for limitations to the maximum extent provided and permitted by
law.

16. DEFAULT AND TERMINATION
A. Terminationby Franchisee

If Franchisee is in substantial compliance with this agreement and Franchisor materially breaches
this agreement and fails to cure such breach within a reasonable time after written notice thereof is
delivered to Franchisor, Franchisee may terminate this agreement unless the breach cannot
reasonably be cured within thirty (30) days, in which case, Franchisee will have the right to terminate
this agreement if, after receipt of a written notice of default, Franchisor does not promptly undertake
and continue efforts to cure such material breach within a reasonable period of time and furnish
Franchisee reasonable proof of such efforts. To terminate this agreement under this paragraph,
Franchisee must provide a separate written notice of termination, which will be effective no less than
thirty (30) days after delivery of such notice to Franchisor.

B. Termination by Franchisor

1. This agreement shall, at the option of Franchisor, terminate upon written notice to
Franchisee and without opportunity to cure, if Franchisee:

a. Fails to establish and equip the Franchise Premises and service vehicles as
required by section 5.C;

b. Fails to satisfactorily complete the initial training program as required by
section 9.A;

C. Has made any material misrepresentation or omission in the application for
the Franchise;

d. Is convicted of or pleads no contest to a felony or other crime or offense that

is likely to adversely affect the reputation of Franchisor, Franchisee or the Franchised Business;
e. Violates any of the provisions of section 13.H;

f. Makes any unauthorized use, disclosure or duplication of any portion of the
Manual or duplicates or discloses or makes any unauthorized use of any trade secret or Confidential
Information provided to Franchisee;

g. Abandons, fails or refuses to actively operate the Franchised Business for five
(5) or more consecutive days, unless the Franchised Business has not been operational for a purpose
approved by Franchisor;

h. Surrenders or transfers control of the operation of the Franchised Business,
makes or attempts to make an unauthorized direct or indirect assignment of the Franchise or an
Ownership Interest in Franchisee, or fails or refuses to assign the Franchise or the interest in
Franchisee of a deceased or incapacitated owner of a Controlling Interest therein as herein required;

i. [s adjudicated as bankrupt, becomes insolvent, commits any affirmative act of
insolvency or files any action or petition of insolvency; if a receiver (permanent or temporary) of its
property or any part thereof is appointed by a court of competent authority; if it makes a general

-37 -



assignment for the benefit of its creditors; if a final judgment remains unsatisfied of record for thirty

-38-



(30) days or longer (unless supersede as bond is filed); if execution is levied against the Franchised
Business or its property; if suit to foreclose any lien or mortgage against the premises or equipment
is instituted against Franchisee and not dismissed within thirty (30) days or is not in the process of
being dismissed;

j- Materially misuses or makes any unauthorized use of any of the Marks or
commits any other act which can reasonably be expected to materially impair the goodwill associated
with any of the Marks;

k. Fails on three (3) or more separate occasions within any period of twelve (12)
consecutive months to submit reports or other information or supporting records when due, monthly
Fixed Royalty Fees, Marketing Fund Contributions, or other payments when due to Franchisor or any
Affiliate of Franchisor, or otherwise fails to comply with this agreement, whether or not such failures
to comply are corrected after notice thereof is delivered to Franchisee;

L Continues to violate any health or safety law, ordinance or regulation after
receipt of notice (regardless of the source of the notice), or operates the Franchised Business in a
manner that presents a health or safety hazard to its customers or the public; or

m. Fails to maintain Books and Records current up-to-date by more than
fourteen (14) business days or maintains inconsistent or multiple sets of financial records; or

n. Promotes, sells or provides for compensation any products or services offered
by the Franchised Business, or otherwise operates the Franchised Business, within a protected
territory licensed to another NITELITES Franchisee, or otherwise infringes upon rights granted
under franchise agreements with o