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BIG O TIRES, INC. FRANCHISE AGREEMENT

SUMMARY PAGES

These pages summarize the attached Franchise Agreement, the details of which shall control in the event of any conflict.

1.

2.

10.

11.

12.
13.

14.

FRANCHISEE:

INITIAL FRANCHISE FEE:Amount Due:
-with Application:
-upon signing Agreement:
Total:

ROYALTY FEE __ % until December 31, 20__; after that, based on Schedule 9 (subject to potential
periodic reductions)

LOCAL ADVERTISING

CONTRIBUTION: Minimum of four percent (4%) of Gross Sales, subject to {@) an annual per Stare
maximum of 4% of the greater of § or twice Big O's system-wide
average Store gross sales for the prior calendar year, and {b) other potential
periodic reductions

NATIONAL MARKETING See Sections 15 and 25
CONTRIBUTION:

GRAND CPENING ADVERTISING
REQUIREMENT:

STORE LOCATION:

Street and Number

City, State and Zip Code

Phone Number

Franchisee's Operalor:

Franchisee's Manager:

Franchisee's Agent for Service of Process:

Name:
Address:
Big O's Agent for Service of Process:
Name: CT Corporation
Address: 1675 Broadway, Suite 1200

Denver, Coloradg 80290

Effective Date:

Commencement Date:

Expiration Date:

Page v



15.

16.

17.

18.

19.

Franchisee's Advisor:

Send Notices to Big O to:

Name: General Counsel

Address: Big O Tires, Inc.

12650 E. Briarwood Avenue, Suite 2-D

Centennial, Colorado 80112

Send Notices to Franchisee to the Store at:

Name:

Address:

With a copy to:

Name:

Address:

Business not subject to Section 17.01

Name:

Address:

Farmm Class Franchise:
Yes:
No:

Page vi
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BIG O TIRES, INC.
FRANCHISE AGREEMENT

This Franchise Agreement ("Agreement”) is made by and between Big O Tires, Inc. ("Big O"), a Nevada
corporation, with its principal pltace of business at 12650 E. Briarwood Avenue, Suite 2-D, Centenniat, Colorado
80112, and {"Franchisee"), a{n) with a place of business
at . with reference to the following facts.

RECITALS

A. Big O has developed and provides franchisees with access to Products and Services and a System for
marketing and servicing such Products and Services to retail customers through Big O Stores. Since its inception, Big
O has added to the Product and Services and System to enhance the competitive posture of its franchisees. Big O
has developed and owns certain Licensed Marks which are licensed to franchisees for use in the Big O Stores.

B. Franchisee desires, upon the terms and conditions set forth herein, to obtain a license to operate a
Franchised Business and to offer and sell Big O Products and Services. Franchisee acknowledges that it is essential
to the preservation of the integrity of the Licensed Marks, and the goodwill of Big O and the Big O System, that
Franchisee maintain and adhere to certain standards, procedures and policies described hereinafter and in the
Manual. :

C. Big O is willing, upon the terms and conditions set forth herein, to license Franchisee to operate a
Franchised Business which will utilize the Licensed Marks and the Big O System.

NOW THEREFORE, in consideration of the promises and the mutual provisions herein contained and for
other good and valuable consideration, the receipt and sufficiency of which is hereby acknowledged, the parties
hereto agree as follows:

1. CERTAIN DEFINITIONS

Some words will from time to time be defined in other Sections of this Agreement. However, the following
capitalized words shall have the following meanings when used in this Agreement:

Acquisition_Costs — Big O's wholesale invoice price to acquire Big O Program Products, less credits directly
associated with Big O Program Products purchases, such as volume bonuses, quarterly sales allowances, freight
allowances, partner andfor supplier bonuses, and advertising allowances, but excluding credits associated with or
designated by the manufacturers as representing marketing and coop reimbursements. From time to time in its sole
discretion, Big O may try to limit the percentage margin (gross profit divided by gross sales) realized by Big O
Affiliates on sales of Big O Program Products to Big O for resale to Franchisee so that such percentage margin does
not exceed a percentage margin established by Big O in its sole discretion after consultation with individual
franchisees.

Advertising - All advertising, promotional materials and programs, public relations programs and marketing programs,
publications, research, programs or activities to promote the Big O System and/or the Licensed Marks and other
activities, which are approved or administered by Big O or by Franchisee, or which utilize the resources of the
National Marketing Program or local franchisee cooperatives or franchisee associations or which pertain to the Big O
Store, the Big O System or the Licensed Marks generally.

Affiliate — Includes each Entity, which directly, or indirectly, through one or more intermediaries, controls, is controlled
by, or is under common control with Big O or Franchisee, as applicable. Without limiting the foregoing, the term
“Affiliate” when used herein in conneclion with Franchisee includes any Entity more than fifty percent (50%) of whose
Equity or voting control, is held by person(s} or Entities who, jointly, or severally, hold mare than fifty percent (50%) of
the Equity or voting control of Franchisee.

Agreement - This Agreement, the Summary Pages and all Riders and Schedules hereto.
Big O - Big O Tires, Inc.

Big O Brand Tires - Tires camying the “Big O” label, as well as the Prestige, Pathmax and Fulda brands and any
other brand(s) Big O subsequently includes in its Big O Brand Tires as part of its marketing programs.




Big O Business Format Units — Big O Stores subject 13 franchise agreements or an’iendments to franchise
agreements providing for royaities based on the Royalty Matrix {or a substantially similar royalty matrix), regardless
of whether such Royalty Matrix may not apply during certain time periods (particulary at thiz beginning of the term)
and regardless of whether there may be exceptions to the applicability of the Royalty Matrix fiom time to time.

Big O Program Products —Big O Brand Tires, any wheels carrying the Big O label, and any olher items designaled by
Big O from time to time in its discretion.Big O Program Products shall not include (i) any other products offered or
sold by Big O or any of its Affiliates to Franchisee, (i) equipment or other services offered of,sold by Big O or any of
its Affiliates to Franchisee for resale to the public, or (it} wearables, advertising materials ard other products of any
kind sold by O Advertising, Inc. to Franchisee. I!

Big O Program Produgts Price — an amount not greater than Lhe total (on a pro rata basis) of (: i} the Acquisition Cosls;
{ii) the Mold Costs, if applicable; {iii) all actual and accrued Warranty Costs; (iv) all Distribution Costs on a Big O
national basis and (v) the amount of any Rebill Cost Percentage applied to Rebill Tires. I

|
Big O Program Products Warranty — The Big O warranty program relating to Big O Program >roducts set forth in the
Manual, or such other warranty programs relating to Big O Program Products as established by Big O from time to
time. ;

J
Big O Store or Store - A retail store operated under the Licensed Marks and pursuant to the B'g O System.

Big O System or System - The plan and system developed by Big O relating to the complete operation of Stores
which are authorized to sell Products and Services, which include some or all of the following: site selection as
required, site approval, Store layout and design, product szlection and dispiay, purchasing and inventory control
methods, accounting methods, merchandising, advertising, sales and promotional ideg:;s, franchisee training,
personnel training, and other matters relating to the efficient operation and supervisizn of Stores and the
maintenance of uniform standards of retail merchandising.

Blue Book - See the definition of "Manual". |
|

Change in Contro| - The Transfer of fitty percent {50%) or more of the (i} voting or Equity inte}{rests in Franchisee, (i}
the Franchised Business, or {iii) the assels used in the Franchised Business. Change of Control also includes
Franchisee's loss of the exclusive right to occupy the Premises. i

|
Commencement Date - The date upon which the Store opens for business or, in the event of transfer or Conversion,
the date designated by Big O.

Conversion - The conversion by a Converter of an independent retail tire store to a Big 0O, Store pursuant to this
Agreement. [

Converter - A person who converts an independent retail tire store to a Big O Store purstant to this Agreement,

regardless of whether such person previously operated such independent retall tire store or 'recently purchased the
assets or business of each store.

Distribution Costs — any and all costs associated with the distribution (handting, warehousinh, distribution) of Big O
Program Products, including without limitation all costs from the time Big O Program Produits are delivered to Big
O's warehouse facilities until they are delivered to Franchisee, and specifically includiny without limitation all
warehouse operating costs, all costs associated with employees involved in the distributi{on of Big O Program
Products by Big O to Franchisee, together with any inventory losses and the costs of the audits to be conducted in
accordance with Section 14.06 of the Franchise Agreement. I

Due Date - The seventeenth (17"} day of each month: the date by which all royalty feé;s and advertising and

marketing contributions must be received by Big O or, where applicable, Franchisee's Local CI roup, as designated by
Big O. :

Effective Date - The date upon which the Franchise Agreement has been executed in full by b!’olh the Franchisee and
BigO. -

Entity - Any limited liability company or partnership, general or limited, each of which shill be referred to as a
“Partnership®, and any trust, association, corporation or other entity, which is not an individual. !

i
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Equity — Stock; membership interests; partnership interests; or other equity ownership interests in a Franchisee which
is an Entity.

Expiration Date - The date on which the initial term of the Agreement expires.

First Option - Franchisee's right to acquire a franchise for a new Store planned for development withir a five (5) mile
radius of Franchisee's Premises in the manner described in Section 3 of this Agreement.

Franchise - The rights granted by this Agreement, subject to the terms and conditions set forth in the Agreement.

Franchise Advisory Council - The group of franchisee representatives elected from each Local Group which meets
periodically with Big O's management to provide input to Big O's strategic plans as may be presented from time to
time by Big O and to present viewpoints on issues involving the franchise relationship. The functions of the Franchise
Advisory Council are described in Section 25 of this Agreement.

Franchiéed Business - The business of operating a Big O Store pursuant to this license granted by Big O which
utilizes the Licensed Marks and the Big O System.

Franchisee - The individual(s), or Entity to which the Franchise is granted. Depending on the context of this
Agreement, the term Franchisee may include the Owners or guarantors of an Entity Franchisee.

Grand Opening Advertising - Advertising conducted within the first 120 days following the Commencement Date to
promote the opening of the Store.

Gross Sales - The aggregate gross amount of all revenues from whatever source derived whether in form of cash,
credit, agreements to pay or other consideration including the aclual retail value of any goods or services lraded,
bartered, or otherwise received by Franchisee (whether or not payment is received at the time of sale or any such
amount is proved uncollectible) from or derived by Franchisee or any other person from business conducted or which
originated in, on, from or through the Premises, whether such business is conducted in compliance with or in violation
of the terms of the Franchise Agreement. Gross Sales includes sums paid for claims made on business interruption
insurance policies, Federal Excise Taxes collected, as well as payments received from employees of Franchisee for
products purchased at a discounted price. However, Gross Sales does not include: (i} sales or use taxes collected by
Franchisee and paid to the appropriate governmental taxing authority; (i) the amount of any refunds or allowances
made on Products and Services returned by customers; {iii} sums received on account of returns to shippers, vendors
and manufacturers; (iv) proceeds derived from the sale of equipment or supplies used by Franchisee in the operation
of the Store and not acquired for resale; (v) sums received on account of sales of Products and Services to other Big
O Stores; (vi} tire disposal fees to the extent the fees charged do not exceed the highest fee recommended by any
applicable governmental agency; and {vii) sums received in settlement of claims for loss or damage to fixtures,
equipment or leasehold improvements, other than sums received from business interruption insurance.

Information - The contents of the Manual or any other manual, computer software, materials, goods, training module
and any other proprietary information and information created or used by Big G designated for confidential use within
the Big O System, the information contained therein and passwords or other means of access to any other of the
foregoing.

Licensed Marks — The trademarks and trade names, service marks and associated logos and symbols which Big O
may from time to time authorize or direct Franchisee to use and display in connection with the operation and
promotion of the Franchised Business licensed hereunder, including, but not limited to, those enumerated on
Schedule 6, attached hereto.

Local Fund - The fund, which may be an account at a bank or other financial institution or a trust fund, corporation or
other Entity, derived from contributions by Big O franchisees which shall be maintained by Big O or a Local Group for
Adverlising or related expenditures pursuant to such guidelines as Big O may approve or prescribe.

Local Group - A cooperative, association or other entity of Big O franchisees formed and operating in their marketing
area pursuant to a structure approved or prescribed by Big O for the purpose of promoting Big O Stores and their
Products and Services, and providing Management Systems and related services to its members to the extenl
appraved by Big O.

Management Systems - Computer hardware, software, cash registers, communication, bookkeeping and accounting
services or systems, point-of-sale systems and inventory control systems, and other systems designed to provide



information for the management of Big O Stores, communication with Big O and othen training and for other
purposes determined by Big O. l

)

Manaager - An individual who is responsible for the day-to-day operation of a Store. Thlc individual could be the
Operator or could be a different person. ;

Manual - The varicus written, electronic, audio and video instructions and manuals, |nclud|ng amendments thereto
relating to the operation of the Franchised Business which are provided to Franchisee by. \Blg C and identified as
such, including but not limited to A Blueprint For Success, also known as the “Blue Book®, Big O's Franchise
Compliance and Procedures Manual (which is likely to be retired in 2006), Big O's Steps for Success, Big O's
Franchise Policies & Standards Manual - Best Practices, any training tapes, guides and any training module or any
other proprietary information and other materials stating Big (O's standards, policies, procedul ‘es, technical bulletins or
other information. ‘T

i
Mold Costs — all costs associated with depreciating molds acquired by Big O for tl“)e purpose of allowing
manufacturers to manufacture private label tires.

Multi-Unit Development Agreement - An agreement between Big O and a person or Entity pursuant to which the
person or Entity ("Multi-Unit Developer") agrees to open and to continue to operate an agreed number of Big O
Stores pursuant to a development schedule and within a defined territory. Multi-Unit Deveiopers must execute
Franchise Agreements prior to commencing business at any Store developed pursuant to g ' Multi-Unit Development
Agreement. ,
National Marketing Program - The Adverising program described in and conducted in a,cordance with Section
15.02. t

Operator - The individual who shall be responsible for the operation of the Franchised Busiress. The Operator may
be the Franchisee if the Franchisee is an individual.
Option - Big O's right to purchase the interest being offered by the Franchisee and/or anv Owner in the avent of
certain proposed Transfers, pursuant to Section 18.04(a)(iii). “

!
Owner — Any partner, limited partner, member, shareholder, individual or sole proprietor, trug tee, or any other person
possessing a legal or beneficial interest or holding Equity of any kind or nature in a Franch| see which is an Entity or
sole proprietorship. ‘

Pioneer - A person or Entity who owned at least twenty-five percent (25%} Equity interest |n a Big O franchisee on
March 1, 1987, provided such Equity interest appeared on Big O's records as of July 1, 1987“;
Premises - The site from which a Franchised Business will be operated at the Store Locahon described on the
Summary Pages, or where appficable, on Schedule 1 to the Franchise Agresment. 1

Products and Services - All tires (including but not limited 1o Big O Brand Tires), producte)and services produced,
organized or distributed under a license granted by Big O, which are now or hereafter approved or designated by Big
O for sale or lease in Stores. When used separately, "Products” means the products ard "Services" means the
services that, in each case, are included within the definition of Products and Services.

J
|

Rebill Tires — Those tires sold by Big O to Franchisee under Big O's rebill program, wh|ch allows Franchisee to
purchase tires directly from the manufacturer or distributor, with the manufacturer or dnstnhutor invoicing Big O for
such tires and Big O invoicing Franchisee, including the Rebill Cost Percentage.

\
Rebill Cost Percentage — Four percent (4%} of the Acquisition Cost of any Rebill Tires acqunred by Franchisee or
such other amount as Franchisee and Big O may agree to from time to time. |

J

Retail Accounting Center - A cooperative, association, or other entity owned by Big O, Francgtsees or third parties, or
an operation that is part of Big O, which provides accounting, payroll and related services forrthe purpose of providing
such services af a reasonable cost and providing the financial reporting Big O requires.

Royalty Matrix ~ The matrix attached as Schedule 9 to this Agreement that is used as the basis for calculating the
royalty rate under Section 8.02 of this Agreement. The Royalty Matrix is subject to chanc\e by Big O from time to

time in its sole discretion, provided that the royalty rate may not exceed the maximum|royalty rate set forth in
Schedule 9.

LY
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Royalty Reductions —Any reductions or modifications of the royalty rate set forth in Section 8.02 of this Agreement
from the royalty rate calculated pursuant to the Royalty Matrix. Such Royalty Reductions may be established by
agreement between Big O and Franchisee or by policies as determined by Big O from time to time in its sole
discretion,

Successor Franchise Agreement — A new franchise agreement executed by the parties hereto granting a Franchisee
the right to operate the Franchised Business licensed hereunder following the expiration of the initial term of this
Agreement.

Summary Pages — The pages of this Agreement, beginning on Page v and ending on Page vi, that summarize
stipuiated provisions of this Agreement.

Survivor - A surviving spouse, heir(s) or representative(s) of the estate of any Franchisee who is an individual, or any
deceased person owning Equity in a Franchisee which is an Entity.

Termingtion Date - The date upon which this Agreement is canceled or ended by Big O or the Franchisee in
accordance with the terms of this Agreement.

Trade Area - The area described on Schedule 1 to this Agreement within which, subject to certain conditions, Big O
agrees to limit the number of Stores to one (1) for every fifty thousand (50,000) persons residing therein. (See also
Section 2.02.) Big O may, from time to time, redefine Franchisee's Trade Area,

Trade Dress - Any shop or architectural designs, fixtures, improvements, signs, color schemes or other elements of
the appearance of the Store which in any manner suggest affiliation of the Store or Premises with Big O, or the
System.

Trapsfer - To give away, sell, assign, pledge, lease, sublease, devise, license, sublicense, or otherwise transfer,
either directly or by operation of law or in any other manner: this Agreement, any of Franchisee's rights or obligations
hereunder, any interest or Equity in Franchisee, Franchisee's exclusive right to occupy the Premises or a substantial
portion of Franchisee's assets used in the Franchised Business. in the case of a Franchisee which is an Entity, any
merger, reorganization, recapitalization or consolidation involving Franchisee or the issuance of additional securities
representing Equity in Franchisee, shall also be deemed to be a "Transfer” for purposes of this Agreement.

Warranty Cost' — All costs incurred by Big O associated with Big O providing the Big O Program Products Warranty
on the Big O Program Products, including, but not limited to, costs associated with providing warranty reserves in
accordance with generally accepted accounting principles and Big O's accounting practices.

2. GRANT OF FRANCHISE

2.01. Grant of Franchise. Subject to all of the terms and conditions herein, including but not limited to, the
condition that Franchisee or its Owners or some of them, personally guarantee the obligations of Franchisee to Big O
under this Agreement as set forth in Schedule 3 to this Agreement, Big O grants to Franchisee the non-exclusive and
non-divisible license lo use the Licensed Marks and the exclusive right to operate a Franchisad Business solely at the
Premises set forth in Schedule 1 to this Agreement (the “Franchise”). If, at the time of execution of this Agreement,
the Premises cannot be designated as a specific address because a location has not been selected by Franchisee
and approved by Big O, then Franchisee shali promplly take steps to choose and acquire a location for its Big O
Store within the following city, county or other geographical area:
("Designated Area"). In such circumstances, Franchisee shall select and submit to Big O for approval a specific
location for the Premises, which shall hereinafter be set forth in Schedule 1. Franchisee may not change the Store
Location, except with Big O’s prior written consent, which Big O may grant or withhold in its sole discrelion,
Regardless of whether the Franchisee changes its Store Location, it will remain obligated for all liabilities and
obligations arising out of or in connection with any prior locations.

2.02 Trade Area. During the term of this Agreement, Big O agrees not to operate itself or grant to any other
person the right to operate any more than one (1) Store for every fifty thousand {50,000} persons residing in the
Trade Area described on Schedule 1. Generally, Schedule 1 will define Trade Areas in metropalitan areas as the
Metropolitan Statistical Area {"MSA™). For Franchised Businesses located in more rural areas, the Trade Area may
be defined within the boundaries of a county line. Big O may, from time to time, redefine the Trade Area. Absent
Franchisee’s prior approval, Big O shall not permit the establishment or operation of another Store within a two (2)
mile radius {as determined by Big O in its reasonable discretion) of Franchisee's Store. After the Franchisee gives
approval to another Store within the two mile radius, such approval is irrevocable and remains in effect for such Store



location, regardless of any change of ownership, Transfer, ¢closing and re-opening or other thanges regarding such
Store location.

2.03 Acceptance of Franchise. Franchisee hercby accepts the Franchise, subject to the terms and
conditions herein. Franchisee represents and warrants that it has the authority to enter into this Agreement and to be
bound hereby, and that entering into this Agreement will not trigger an event of default or rs-sull in a breach of any
term or condition of any other agreement or contractual relationship of the Franchisee, lnC|l, dmg, but not limited to,
any agreements Franchisee has with its third party lenders. i

3. FIRST OPTION RIGHTS \
|
3.01. First Option Rights. Subject to the conditions described below, if Big O or,any prospective Big O
franchisee should propose to open a Store within a five (5) mile radius of Franchisee's Store (determmed by Big O in
its reasonable discretion as a radius of five (5) miles from the geographic center of Franchi¢iee's Store), Franchisee
shall be notified of its First Optlon to acquire a Franchise for an additional Store within the hve {5) mile radius of its
Store Franchlsee may exercise the First Option only if:

\

(a) at the time Big O noftifies Franchisee of the proposal for the new Store, Franch:see is in compliance with
all the terms of this Agreement, as determined solely by Big O; i
i

(b} Franchisee meets Big O's then current critera for new franchisees,
'l

{c} There are not two {2) or more Big O franchisees with Stores within a five (5) mile radius of the site of a
proposed new Store, except in accordance with Section 3.03 below; and i

\
(d) All Stores owned or operated by Franchisee or any Affiliate of Franchisee are Big O Business Format
Units or have signed agreements to become Big O Business Format Units. Il

3.02. Notification_by Big ©. When notifying Franchisee of a proposal to estabhsh a new Store in
accordance with Franchisee's First Option, Big O may notify Franchisee of the proposal to'establish the new Store
within the general vicinity of Franchisee's Store without identifying a specific site or sites.

3.03. Multiple First Option Rights. If two (2) or more Big O franchisees have Stoes within a five (5) mile
radius of the site of a proposed new Store, the Franchisee and all such franchisees will be iivited simultaneously by
written notice from Big O to exercise their First Option rights; but if two (2) or more such franchisees apply for the
same franchise, it shall be awarded to the qualified franchisee which has a Store that is closest to the site of the
proposed new Store or, if two qualified franchisees have Stores that are equidistant from such site, it shall be
awarded to the gualified franchisee which owns the franchised Big O Store which was first licensed as a Big O Store
by the current or a previous owner. ”}

!

3.04. Notification_of Qualification. If Franchisee qualifies for the First Option pursuant to this Section 3, Big
O will prowde Franchisee with written notice that it has thirty (30) days within which to submit an application for the
franchise in the manner prescribed by Big O in the notice. Franchisee must submit tre application within the
prescribed time along with the standard franchise deposit then required by Big O. Upon ap proval of the application
by Big O, Franchisee must execute Big O's then current standard Franchise Agreement. |“ranchisee shall pay the
remainder of any initial fee due upon the earlier of: (a} date it signs the new Franchise I\greement and (b) cne-
hundred twenty (120) days from the deadline for submitting the application for the new francr[lse

3.05. Exercise of Option by Franchisee. |f Franchisee is an Entity, the First Optlon may be exercised only
by the Entity itself, or by the individual designated as First Option holder on the Summary Pages

3.06. Transfer of First Option Rights. The First Option is not transferable wﬂhout Big O's prior written
approval, which may be withheld for any reason, in Big O’s sole discretion. Notwnhst.;ndmg the foregoing, Big
O's discretionary approval process will be in accordance with its established procedures. |

3.07. Limitation on_First Option Rights. The First Option rights described above an3 void and unenforceable
with respect to:

|
(a) a site proposed for development in an ar2a which is at the time of thé proposal subject 1o a
Development Agreement between Big © and Multi-Unit Developer; and

{b) a Conversion. |
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3.08. Expiration of First Option Rights. if a Franchisee has failed to qualify for or otherwise submit an
application for a Franchise pursuant to this Section 3 for a proposed franchise to be granted within the area in which
Franchisee holds First Option rights, Franchisee's First Optien rights for that proposed franchise shail lapse
regardiess of whether the site actually selected for development by Big O is different from the site which was initially
proposed for development,

4. TERM

4.01. Term. This Agreement shall take effect upon the earlier of the Effective Date or of the
Commencement Date and, unless previously terminated pursuant to Section 19 hereof, its term shall extend untit the
earlier of the tenth anniversary of the Commencement Date or such other Expiration Date as is stated on the
Summary Pages.

5. RENEWAL: EXTENSION OF FRANCHISE RIGHTS

5.01. Grant of Successor Franchise Rights. If Franchisee is not in default under this Agreement and has
complied with all of its provisions during the initial term, and has complied in all material respects with all of the
provisions of this Agreement and the Franchise Compliance and Procedures Manual, upon its expiration Big O will
offer a Successor Franchise Agreement with Franchisee, provided the parties mutually agree to the terms of a
Successor Franchise Agreement at least one hundred eighty {180) days before the Expiration Date.

5.02. Conditions to Grant of Successor Franchise. Big O will only offer to execute a Successor Franchise
Agreement with Franchisee in accordance with its then current terms and conditions for granting successor
franchises, which may include any or all of the following: .

(a} - That Franchisee executes a Successor Franchise Agreement on the then current form being offered to
franchisees-in the State in which the Big O Store is located, which may include, among other matters, a
different fee structure, increased fees, a modified Trade Area and different purchase requirements;

(b} That Franchisee must agree to refurbish the Premises or relocate the Premises to conform to Big O's
then current standards for similar Stores;

(c) That Franchisee shall pay Big O's renewal administration fee equa| to Big O's time to process the
renewal multiplied by Big O's hourly rate (as set by Big O from time to time);

(d} That Franchisee, and its Owners shall execute a general release in favor of Big O and its
representatives on a form prescribed by Big O, of any and all known and unknown claims against Big O and
its Affiliates and their officers, directors, agents, Owners and employees;

{e) That at the time Franchisee delivers its renewal notice to Big O and at all times thereafter until the
commencement of the renewal term, Franchisee shall have fully performed all of its material obligations
under this Agreement, the Manuals and all other agreements then in effect between Franchisee and Big O
(or its Affiliates),

(f) Without limiting the generality of Section 5.01, Franchisee shall not have committed three (3) or more
material breaches of this Agreement during any twelve (12) month period during the Term of this Agreement
for which Big O shall have delivered notices of defauit, whether or not such defaults were cured; and

(9) Franchisee shall have in all material respects maintained its status as a Franchisee in good standing
{e.g.. achieving at least minimum scores on inspections, and have substantially complied with all material
obligations of the Big O System throughout the Term).

5.03. Notification of Non-Renewal. If Big O is willing to execute a new franchise agreement with
Franchisee, at least one (1) year before the Expiration Date, Big O shall notify Franchisee of the Expiration Date and
the terms and conditions upon which Big O is willing to execute a new franchise agreement with Franchisee.
Franchisee must execute a Successor Franchise Agreement within sixty {60) days of its receipt. The Franchise
Agreement will expire on the Expiration Date and the franchise relationship will terminate unjess Franchisee and Big
O have executed a Successor Franchise Agreement at least one hundred eighty (180} days prior to the Expiration
Date, and Franchisee has salisfied all other terms and conditions agreed upon as a prerequisite to renewal. If Big O
intends not to offer Franchisee a Successor Franchise Agreement, Big O shall give Franchisee at least one hundred
eighty (180} days notice of nonrenewal prior to the Expiration Date. If Big O has not given Franchisee at least one



hundred eighty (180) days notice of nonrenewal prior to the Expiration Date, the term:‘of this Agreement will
automalically be extended by the amount of time necessary {o give Franchisee one hundred!eighty {180} days notice
of nonrenewal. _

6. FRANCHISEE'S DEVELOPMENT OBLIGATIONS 1
6.01. Financing Approval. Unless otherwise agreed to by Big O, Franchisee'shall obtain a letter of

commitment for the provision of financing through a lender approved by Big O and with mif,_imum credit terms, also
approved by Big O, no later than one hundred twenty (120) days from the Effective Date of thif.‘» Agreement.

6.02. Site Selection. Franchisee shall obtain the written approval of Big O of the, site for the Store within
one hundred twenty (120) days from the Effective Date of this Agreement. Franchisee [shall propose sites for
approval by Big O on forms and in the manner designated from time to time by Big O. A prcposed site shall only be
submitted to Big O for approval after Franchisee has evaluated the site and determined thiit it meets Big O's then
current criteria for sites which Big O shall have communicaied to Franchisee. Franchisee':shall be respansible for
obtaining Big O's then current site criteria prior to submitting a site approval application. Bi{] O shall review the site
approval application and within thirty (30) days of Big O's receipt thereof, Big O shall approv2 or reject the proposed
site. Unless otherwise agreed to in writing by Big O, final site approval will be conditioned upon Big O's receipt of
evidence of Franchisee's ownership, lease or control of the property in such form as Big O, i1 its sole discration shall
deem to be acceptable, including, without limitation, a deed to the properly, an executed cl,ontract to purchase the
properly, a lease with a duration of not less than ten (10} years, or an option to purchase the property. Big O may, at
its sole discretion, require that the Franchisee negotiate with its landlord the right, but not thé:; obligation, for Big O to
cure any Franchisee breaches and/or the right for Big O to assume the franchisee’s lease iobligations. Franchisee
acknowledges and agrees that Big O's approval of a site or provision of criteria regarding thé! site do not constitute a
representation or warranty of any kind, express or implied, as to the suitability of the site for 2 Big O Store or for any
other purpose. Big O's approval of the site indicates only that Big O believes that a site falls within the acceptable
criteria established by Big O as of that time. In the case of a Converter, Big O shall Efjeem execution of this
Agreement approval of the Store location, unless additional obligations to convert or upgirade the premises are
described in Schedule 7 to this Agreemeni. \

6.03. Real Estate lmprovements, Equipment and_Signage. Franchisee a’ﬁrees to construct all
improvements to the Premises and the Store in compliance with plans and specificatioris approved by Big O.
Franchisee agrees to purchase, lease or otherwise use in the establishment and operation of the Big QO Store only
those fixtures, equipment, signs and hardware and/or software that Big O has approved as nieeting its specifications
and standards for-quality, design, appearance, function and performance. Franchisee shall purchase or lease
approved brands, types or models of fixtures, equipment, ard signs only from suppliers decignated or approved by
Big O. Franchisee agrees to place or display at the Premises only such signs, logos and display materials that Big O
approves from time to time. 1

6.04. Conditions to Opening. Franchisee agrees, at its sole expense, to do or, cause to be done the
following prior to opening the Big O Store for business: {i) secure all required financing; (ii) oktain all required permits
and licenses; (iii) construct all required improvements and decorate the Store in compliance v{rith approved plans and
specifications approved by Big O pursuant to Section 7.01(b) below; (iv) purchase (or lease:) and install all fixtures,
equipment and signs required by Big O for the Big O Store; (v) purchase an opening inventory of tires and supplies in
accordance with Section 14.01 and 14.02; (vi) provide Big O with copies of all required insiirance palicies, or such
other evidence of coverage and payment as Big O requests; and {vii) provide Big O with any dther documents as may
be reasonably required by Big O, including but not limited to financing statements.

6.05. Commencement of Business. Franchisee agraes to open the Big O Store for business within fourteen
(14) days after Big O notifies Franchisee that the conditions set forth in this Section 6 have‘[been satisfied. Unless
otherwise agreed In writing by Big O and Franchisee, Franchisee has sixteen {16) months frt‘;m the Effective Date of
this Agreement within which to have its Big O Store opened znd operating ("Development Pe:iod"}). Big O will extend
the Development Period for a reasonable period of time in the event that factors beyond Franchisee’s reasonable
control prevent Franchisee from meeting this Development Period, so long as Franchisee has made reasonable and
continuing effort to comply with such development obligations and Franchisee requests, in writing, an extension of
time in which to have its Big O Store open and operating before the Development Period laps@%s.

7. PRE-OPENING AND ONGOING ASSISTANCE ‘L

!
7.01. Pre-Opening Assistance. Prior to Franchises's Commencement Date, Big O shall provide Franchisee

with such of the following and on the same basis as it will frora time to time provide to simitarli‘} situated franchisees of
Blg O: T
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(a) Assistance to Franchisee related to approval of a site for the Store, although Franchisee acknowledges
that Big O shall have no abligation to select or acquire a site on behalf of Franchisee. Big O's assistance will
consist of providing criteria for a satisfactory site, an on-site inspection and determination of whether a
proposed site fulfills the requisite criteria, prior to formal approval of a site selected by Franchisee. At Big
O's option, Big O may, without fee or expense to Franchisee, review the proposed Store lease. The final
decision about whether to acquire a given approved site or whether to execute any particular lease shall be
the sole decision of Franchisee. Big O disclaims all liability for the consequences of approving a given site.
Big O's participation in site seleclion in no way is meant to constitute a warranty or guaranty that the
Franchised Business will be profitable or otherwise successful. Big O's written approval of the Premises and
Store must be obtained by Franchisee before the Store may be opened or relocated. Big O may condition
its approvatl of a Store lease upon Franchisee's execution of a conditional lease assignment in a form, which
is the same as, or similar to the one found on Schedule 4.

(b} A prototype floor plan, elevation and equipment layout for the Store. Big O may charge Franchisee its
costs (as reasonably determined by Big O) of these. The plans must be modified by Franchisee's architect
or contractor to adapt them to conditions at the Premises and to satisfy all local code requirements.
Revisions or modifications to the plans must be approved by Big O. Big O's approval of the revisions or
madifications to the plans will not be unreasonably withheld.

(c) Training for one person in the operation of the Franchised Business (“Initial Training Program™). This
Initial Training Program consists of a number of weeks of training at one or more locations designated by Big
O ("headquarters training") and of a number of weeks of field training and certification by an existing
franchisee designated by Big O at one or more of this existing franchisee's Big O Stores The number of
weeks of such Initial Training Program shall be as specified by Big O from time to time in its discretion.
Unless Big O waives the training requirement, the Manager of the Franchisee’s Store or Franchisee’s
Operator and such other managerial personnel as are designated by Big O must attend and successfully
complete the Initial Training Program. Franchisee shall pay the training fees charged by Big O from time to
time and shall pay for its own employee costs {such as salaries and wages, benefits and uniforms),
transportation, lodging, and living expenses which are incurred while attending any Big O training program,
except that the training fee and the costs of lodging approved by Big O for the first person to attend the
headquarters training portion of the Initial Training Program and the training fee for that same first person to
attend the field training portion of the Initiat Training Program are included in the initial franchise fee required
by Section 8.01 below. In the event that, in Big O's sole discretion, Franchisee's Operator fails to
successfully complete the Initial Training Program, Big O may, in its sole discretion, require Franchisee's
Operator to attend and successfully complete another training program at Franchisee's cost or terminate this _
Agreement and, upon receipt from Franchisee of a general release in a form approved by Big O, refund a
portion of the initial franchise fee paid by Franchisee equal to the entire initial fee less any amounts
necessary to reimburse Big O for the costs it incurred in approving Franchisee and in training Franchisee's
Operator and Manager and less other administrative expenses incurred by Big O in regard to Franchisee. In
some circumstances designated by Big O in its sole discretion from time to time (for instance, for Stores with
real estate costs or past sales at high levels designated by Big O from time to time in its sole discretion}, Big
O may require and provide or arrange for certain additional training of Franchisee's Operator or Manager
and such of its managerial personnel or Owners as are designated by Big O. Franchisee shall pay for its
own transportation, lodging and living expenses which are incurred while attending such additional training.
Big O, in its sole discretion, may charge a reasonable fee for such additional training.

(d) Big O will loan Franchisee one (1) copy of the Big O Manual or other such proprietary information.
{e) Assistance in selecting Franchisee's initial inventory.
(f) Assistance in the layout, merchandising and display of the Store.

7.02. On-Going Assistance.

{a) Big O agrees to make available to Franchisee the following ongoing assistance for which Big O will not
charge the Franchisee a fee for such assistance:

(i} Big O will provide, to the extent available to Big O, a source from which Franchisee may purchase
Big O private brand tires at what we believe to be below market prices;



(i} Big O may, in its sole discretion, provide to the Franchise Advisory Cofémcil ongoing marketing
research into new tire selections and other lires of Products and Services a!jld ways to enhance the
competitive posture of Big O Stores; i

(i) Big O will provide recommended prices for Big O brand tires; provided th%;it Franchisee will not be
required to sell at any particular price or at or above any minimum price if suchlia requirement would be
unlawful. i

(b} Big O agrees to make available to Franchisee the following on-going assistan:'ce for which Big O may

charge the Franchisee a fee: !

N
il
(ii} Regional training provided by Big O personnel and field assistance, inspecijons and merchandising
advice pertaining to the Franchisee's Store provided by Big O area managers. l

{i) Additional training for the Operator or other personnel of Franchisee;

(ii) Point of sale advertising materials and other merchandising display materials, specially items and
wearables utilizing Big O Licensed Marks will be purchased through Big O's st_;ibsidiary, O Advertising,
Inc., or such other licensee as designated by Big O for which Big O may charge the franchisee a fee,
and from time to time, local advertising plans arid materials, special promotions ;and similar advertising;

(iv) At the request of Franchisee's Local Group, Big O will supply Franchisee w‘ith newspaper mats and
radio and television commercial tapes, for which Big O may charge a fee to the Local Group or to the
Franchisee. l

|
Notwithstanding Subsections 7.02(b){i) and {il), above, in certain situations \(}here training is being
provided by Big O personnel, training will be provided at no cost to the Franclisee for the personnel
conducting the training but, the Franchisee may be charged a fee for costs associate;fd with the materials and
training location. g
|
(c) Big O, in its sole discretion, may provide other assistance from time to time unc}fer terms and conditions
and for fees and charges as established by Big O in its sole discretion from time to ti!'ne.
- |

8. FEES

8.01. |nitial Franchise Fee. In consideration of the execution of this Agreement, Fl'lanchisee agrees to pay
Big O an initial franchise fee in the amount and at the times specified on the Summary Pages. Except as described
in Section 7.01(c) above, the initial franchise fee is not refundabte. '

i
Il
8.02. Royalty Fee. After the Commencement Date, Franchisee shall pay to Big (2 a monthly royalty fee

equal to a percentage of Gross Sales. That percentage will be as set forth In the Summary Fl’ages. The Royalty Fee
for each month must be received by Big O no later than the Due Date in the following month. !|

-8.03. National Marketing Fee. Franchisee shall pay to Big O a monthly contﬁbution to the National
Marketing Program pursuant to Section 15.02(a) below: |
: |

8.04 Late Fees. If any fee or any other amount due under this Agreement, includin{j payments for Products

and Services, is not received within ten (10) days after such payment is due, Franchisee shall pay Big O interest

equal to the lesser of the daily equivalent of eighteen percent (18%}) per annum of such overijue amount per year, or

the highest rate then permitted by applicable law, for each day such amount is past due. |

8.05. Taxes. If any federal, state, or local tax other than an income tax is imposed dpon royalty fees paid by
Franchisee to Big O which Big O cannot offset against taxes it is required to pay under the lzws of the United States
or the state of its domicile, Franchisee agrees to compensate Big O in the manner prescﬁbedf’by Big O so that the net
amount or net rate received by Big O Is no less than that which has been established by thiz Agreement and which
was due Big O on the Effective Date of this Agreement. :

8.06 Rebill Cost Percentage Fee. Franchisee shall pay Big O the Rebili Cost;iPercentage on all tires
purchased by Franchisee under the Rebill Tires program. |

1
8.07 Allocation of Payments. Unless other written instructions accompany a speciﬁ(;! payment, all payments
made by Franchisee pursuant to this Agreement shall be applied in such order as Big O may designate from time to

|
i
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time. Big O shall comply with any written instructions for allocation specified by Franchisee to the extent, in Big O's
opinion, it is reasonable to do so.

9. LICENSED MARKS

9.01. Licensed Marks. Franchisee expressly acknowledges that Big O is the sole and exclusive licensor of
the Licensed Marks. Franchisee shall not represent in any manner that Franchisee has acquired any ownership
rights in the Licensed Marks. Franchisee shall not use any of the Licensed Marks or any marks, names, or indicia
which are or may be confusingly similar in its own Entity or business name. Franchisee further acknowledges and
agrees that any and all goodwill associated with the Big O System and identified by the Licensed Marks shall inure
directly and exclusively to the benefit of Big O and that, upon the expiration or termination of this Agreement for any
reason, no monelary amount shall be assigned as attributable to any goodwill associated with Franchisee's use of
Licensed Marks,

9.02. Limitations on Use. Franchisee understands and agrees that any use of the Licensed Marks other
than in accordance with the Manual or other than as expressly authorized by this Agreement, without Big O's prior
written consent, is an infingement of Big O's rights therein and that the right to use the Licensed Marks granted
herein does not extend beyond the termination or expiration of this Agreement. Franchisee expressly covenants that,
during the term of this Agreement and thereafter, Franchisee shall not, directly or indirectly, commit any act of
infringement or contest or aid others in contesting the validity of Big O's right to use the Licensed Marks or take any
other action in derogation thereof.

9.03. Infingement. Franchisee acknowledges Big O's right to regulate the use of the Licensed Marks and
Trade Dress of the Big O System. Franchisee shall promptly notify Big O if it becomes aware of any use or any

- attempt by any person or legal entity to use the Licensed Marks or Trade Dress of the Big O System, any colorable

variation thereof, or any other mark, name, or indicia in which Big O has or claims a proprietary interest. Franchisee
shall assist Big O, upon request and at Big O's expense, in taking such action, if any, as Big O may deem appropriate
to halt such activities, but shall take no action nor incur any expenses on Big O's behalf without Big O's prior written
approval.

- 9.04. Franchisee's Business Name. Franchisee further agrees and covenants (i) to operate and advertise
only under the name or-names from time to time designated by Big © for use by similar Big O System franchisees; (ii)
to refrain-from using the Licensed Marks to perform any activity or to incur any obligation ar indebtedness in such a
manner-as may; in a way, subject Big O to liability therefor; {iii) to observe all laws with respect to the registration of
trade names and assumed or ficlitious names; (iv) to include in any application for the above a statement that
Franchisee's use of the Licensed Marks is fimited by the terms of this Agreement, and to provide Big O with a copy of
any such application and other registration document(s); and (v} to observe such requirements with respect to
trademark and service mark registrations, copyright notices, and other notices as Big O may, from time to time,
require.

9.05. Change of Licensed Marks. Subject to the requirements of Section 25 of this Agreement, Big O
reserves the right, in its sole discretion, to designate one or more new, modified, or replacement Licensed Marks or
trade names for use by franchisees and to require the use by Franchisee of any such new, modified, or replacement
Licensed Marks or trade names in addition to or in lieu of any previously designated Licensed Marks. Any expenses
or costs associaled with the use by Franchisee of any such new, modified, or replacement Licensed Marks-shail be
the sole responsibility of Franchisee. Any expenses or costs associated with a change from the name “Big Q" to an
unrelated name will be allocated between Big O and the Franchisee in proportionate amounts lo be determined by
Big O and, if applicable in accordance with Section 25 of this Agreement,

9.06. Eranchisor's Rights. Big O retains the right to, among others: (i} use, and license others to use, the
Licensed Marks and the Big O System for other Big O Stores or company-owned Stores; (i} solicit, sell to and service
local, regional or national accounts wherever located: (iii) use the Licensed Marks and the Big O System with other
services or products, or in alternative channels of distribution, including the Intemet, without regard to location; and
{iv) use and license the use of other proprietary marks or methods which are not the same as or confusingly similar to
the Licensed Marks, whether in alternative channels of distribution or with the operation of any type of tire sales and
service business, at any localion, which may be the same as, similar to or different from the business of a Big O
Store. Big O may use or license these rights on any terms and conditions it deems advisable, and without granting
Franchisee any righls in them.,
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STANDARDS OF OPERATION ‘i

10.01. Standards of Operations. Big O shall esteblish and Franchisee shall maintain high standards of

quality, appearance and operation for the Franchised Business. For the purpose of enhanciiig the public image and
reputation of the businesses operating under the System anc! for the purpose of increasing l[}e demand for Products

and Services provided by Franchisee and Big O, the parties agree as follows:

!

(a) Franchisee shall not open the Store for business until Big O has provided Franchisee with written
authorization to do so: H'
]
(b) Franchisee shall make such meodifications and improvements to the Store and Premises as
required by Big O from time to time but may not make any modifications to the Stor‘e and Premises without
Big O's prior approval. ir

!
{c} Franchisee shall comply in good faith with ali published Big O System ml(};s, regulations, policies,
and standards, including, without limitation, those contained in the Manual, Franchisee shall operate and
maintain the Franchised Business solely in accorcance with high standards of q‘i:atity. appearance and
operation for the Franchised Business, and in the manner and pursuant to the stancards prescribed herein,
in the Manual and in other materials provided by Bg O to Franchisee, and shall nf.‘ake such modifications
thereto as Big O may require; ; |

(d) Franchisee shall at all imes operate the Store diligently and in a manner, Jj.t\.'hich is consistent with
sound business practices so as to maximize the revenues therefrom: i‘

(e) Franchisee shall at all imes maintain working capital and a net worth whicl‘l[ is sufficient, in Big O's
opinion, to enable Franchisee to fulfill properly all of Franchisee's responsibilities und ar this Agreement;

] Frénchisee shall at all times maintain the Fremises and its Store in the im%{ge of and according to
the standards of Big O as prescribed in the Manual. These standards and specifications may include, but
are not limited to the safety, maintenance, cleanliness, sanitation, function and appeiarance of the Premises,

the Store and the Store's equipment and signs, as v/ell as the requirement that the :Eemployees of the Store

shall be required to wear uniforms and to maintain a standard of appearance whileffempfoyed at the Store.
Moreover, Franchisee agrees to cooperate with Big O at Franchisee's expense, to the extent building and
site limitations permit, in the implementation of new programs, including those which may require the
addition of new equipment or fixtures for the Store. In its sole discretion, Big O may vyaive some or all of any
of its franchisees’ obligations to comply with such pregrams; : }

{g) Prior to opening, Franchisee shall provide Big O with written certificates oﬁ \documentary evidence
from an insurance company or companies that Franchisee has obtained the insuranie coverage prescribed
by Section 21;

(h) it Franchisee maintains a customer list, such lists or parts thereof shall be disclosed to no one other

than Franchisee's employees or Big O without Big Q's prior written consent; i

{i) Big O will assign Franchisee to a Local Group and Franchisee must become a member of that
Local Group. Big O may, in its sole discretion, require Franchisee and the other ﬁbnchisees in the same
marketing area (as determined by Big O} to form a Local Group, continue the Local Group in operation and
manage the Local Group in accordance with the standards and requirements established by Big O from time
to time. All Local Groups are required to comply with all applicable laws. Franchiset shall be bound by any
decisions the Local Group makes to the extent they are approved by Big O and are consistent with the
standards and within the guidelines prescribed or approved by Big O, provided howtjver, that (i) Franchisee
shall not be subject to any agreement to fix prices, or allocate customers or territorﬁes which would violate
any applicable laws; and (i) Franchisee shall not be subject 1o any capital investmer t requirements or other
standards established by the Local Group which are inconsistent with this Agreeni‘ent or which have not
been approved or prescribed by Big O. If Franchisee’s Local Group so requires, Franchisee must obtain a
bond in such minimum amounts and for such pericds of time as reasonably deteimined by Franchisee's
Local Group to ensure Franchisee’s timely payment of ali amounts owed by Franchisﬁ?e to its Local Group;

; . . i .
1)) Franchisee shall use the Premises and the Store solely for the Franchised Business and for no
other purpose; and '

|
!
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(k) Franchisee and its guarantor(s) shall not engage in or open any business at any location that is
located less than a prescribed distance from Franchisee's Store. Such distance may be prescribed by Big
0, in its sole discretion, from time to time.

10.02  Maximum Pricing. From time to time Big O may establish maximum pricing for certain Products
and Services, for cerlain customers and/or for certain situations. Franchisee shall adhere to such maximum pricing
as so established by Big O, provided that Franchisee shall not be required to sell Products and Services at any
particular price or at or above any minimum price if such a requirement would be unlawful.

10.03  National Fleet Account Programs. Big O has established national fleet account programs and
policies, which il may revise, suspend and reestablish from time to time in its sole discretion. The national fleat
account programs may include, but are not limited to: {a) Big O (or its designated provider) making arrangements
with larger customers with multiple locations and/or multiple vehicle users (“National Account Customers™) to have
Big O franchisees provide Products and Services that are specified by Big O and accepted by National Account
Customers; (b) permitting designated buyers of the National Account Customers to purchase specified Products and
Services from Franchisee {and the other franchisees) at prices not more than those negotiated by Big O and the
National Account Customer; (¢} central billing by Big O (or its designated provider) of National Account Customers for
such specified Products and Services; and/or (d} fees to be paid by franchisees for adminisirative services {such as
central billing) provided by Big O (or its designated provider) in connection with the national fleet account programs.
Franchise agrees to comply with the national fleet account policies and participate in the national fleet account
programs as established by Big O from time to time. Such participation will include, among other things, carrying the
inventory and making the services available as are necessary to provide the specified Products and Services to
National Account Customers.

11. STORE MANAGEMENT

11.01. Store Managemenl. Franchisee's Store shall only be operated by the Operator or a Manager
employed by the Franchisee who are subject to approval by Big O. All initial and subsequent Operators and
Managers are also subject to approval by Big O. Franchisee will notify Big O of each initfal and subsequent Operator
and Manager prior to his or her appointment to give Big O a reasonable opportunity to determine whather Big O will
exercise its right of approval or disapproval as to such Qperator or Manager. Big O's approval, if required, will be
conditigned upon the Operator's or Manager's successful completion of any training required by Big O. Big O may
waive some or all of its initial training requirements for Operators or Managers who have already received such
tra\iriip”g as a result of their affiliation with ancther Store or Big O franchisee or in other circumstances, in its sole
discretion. If Franchisee or Franchisee's Operalor has not already successfully completed such training, he/she shall

. be required to successfully complete the training described in Section 7.01 {c) above.

11.02. Completion of Training by Operator of Manager. Franchisee's Operator or Manager and such of its

managerial personnel or Owners as are designated by Big O, shall complete, to Big O's reasonable satisfaction, any
and all training programs Big O may reascnably require or provide at such time as Big O may reasonably prescribe.
All training fees and all expenses incurred by pérsons receiving such training, including, without limitation, costs of
travel, room and board, as well as wages of the person(s) receiving such training shall be borme by the Franchisee
except as provided in Section 7.01(c).

11.03. Operation of Store by Big O. Under the circumstances described below, upon Franchisee's request,
Big O has the option, but not the duty, to replace Franchisee's Operator, Manager, or both, with its own employees or
agents, to operate the Franchisee's Store for the benefit of Franchisee with complete discretion over all matters
relating to its operation. Franchisee shall pay Big O's then cumrent Store management fee as well as the out-of-
pocket expenses Big O incurs for travel, food and lodging in the course of providing such services, provided that such
expenses are reasonably related to the services rendered. Big O may operale Franchisee's Store if

(a8) Franchisee's Operator or Manager has failed to satisfactorily complete any training required by this
Section 11; or

{b) Franchisee's Operator or Manager becomes physically or mentally incapable of operating the
Franchised Business; or

{c) Franchisee's Operator or Manager dies and a new Operator or Manager has not completed initial
training.

Notwithstanding the foregoing, prior to Big O operating the Franchisee’s Store pursuant to the terms of this
Sectfon 11.03, Big O shall have provided the Franchisee with notice of the nature and extent of Franchisee’s failure
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to comply with the operational requirements of this Section 11 and the reasonable opportunity to cure the failure by
the Franchisae to comply with the operational requirements of this Section 11. “
|

12 QUALITY CONTROL L
_ |

12.01. Inspections. Franchisee hereby grants to Big O and its authorized agen'i_s the right to enter the
Premises during regular business hours: i‘

(a) To conduct inspections and, upon Big O's request, Franchisee agrees to render‘r‘\such assistance as may
reasonably be requested and to take such steps as may be necessary immediately to correct any deficiencies in the
operation of its Franchised Business pursuant to this Agreemsnt which are detected during stch an inspection; and

{b) To remove from the Premises, certain samples of any Products and Serv‘%ces, supplies or goods,
in amounts reasonably necessary for testing or examination by Big O or an independent laboratory, to determine
whether such samples meet Big O's then current standards and specifications. Big O will gant Franchisee a credit
equivalent to the cost of any approved Products and Services or supplies damaged or remove p by it.

't

13. MANUAL; NEW PROCESSES

13.01. Manual. To protect the reputation and goodwill of the businesses operating under the System and to
maintain high standards of operation under the Licensed Marks, Franchisee shall conduct the Franchised Business
strictly in accordance with the Manual, which Franchisee acknowledges belongs solely to Bing and shall be on loan
from Big O during the term of this Agreement. Franchisee agrees to pay Big O up to Five Thj:)usand Dollars ($5,000)
for the faiture to return the Manual, Big O's Blueprint for Success, otherwise known as the ‘Blue Book, any training
module or any other proprietary information to Big O within five (5) days of the Expiration Datii or Termination Date of
this Agreement, or the date upon which controlling interest in the Franchisee, the Franchised 3usiness or its assets is
transferred. However, Big O will waive the payment if Franchisee notifies Big O that it has lost or mislaid all or part of
the Manual at any time prior to six (6} months before the date upon which the Franchise is triinsferred, terminates, or
expires. !

13.02. Confidentiality of Information. Franchisee shall at all times use its best efforts to keep Big O's
Information confidential and shall limit access to the Information to employees and indépendent contractors of
Franchisee on a need-to-know basis. Franchisee acknowledges that the unauthorized use 'or disclosure of Big O's
Information will cause imeparable injury to Big O and that damages are not an adequaté remedy. Franchisee
accordingly covenants that it shall not at any time, without Big O's prior written consent, disclise, use, permit the use
thereof (except as may be required by applicable law or authorized by this Agreement), j[:opy. duplicate, record,
transfer, transmit, or otherwise reproduce such Information, in any form or by any means, in whole or in part, or
otherwise make the same available to any unauthorized persion or source. Any and all Infor mation, knowledge, and
know-how not generally known about the System and Bin O's Products and Services, %.tandards, procedures,
techniques, and such other Information or material as Bij O may designate as confidgntial shall be deemed
confidential for purposes of this Agreement, except Informa‘ion which Franchisee can demonstrate was lawfully in
Franchisee’s possession prior to disclosure by Big O, or which legally is or has become a partjof the public domain by
lawful publication or communication by others. :

13.03. Revisions tg Manual. Franchisee understands and acknowledges that subject to the requirements of
Section 25, Big O may, from time to time, revise the contents of the Manual to implement new or different
requirements for the operation of the Franchised Business, and Franchisee expressly agrees{to comply with all such
changed requirements which are by their terms mandatory, provided, that such requirements apply in a reasonably
nondiscriminatory manner to comparable Big O franchisees. The implementation of such re Juirements may require
the expenditure of reasonable sums of money by Franchisee. Big O will not alter the basic ights and obligations of
the parties arising under this Agreement through changes to the Manual.

'l

13.04. |mprovements to System. If Franchisee develops any concept, process, setvice, or improvement in
the operation or promation of the Store, Big O may itself use or disclose it to other Big O :ranchisees without any
obligation to compensate Franchisee therefor. if the concept. process, service, or improvement is adopted for use by
the majority of Big O Stores, such concept, process, service, or improvement shall become tte property of Big O and
Big O may itself use or disclose it to other Big O franchicees without any obligation to é%ompensate Franchisee
therefor. '

|

14. PRODUCTS AND SERVICES




14.01. Products and Services. Franchisee acknowledges that its principal interest in acquiring a Big O
Franchise is to sell Big O private brand tires and relaled merchandise and benefit from Big O's Products and Services
selection, purchasing programs, including programs for the purchase of major brand tires, and markeling expertise.
The consuming public expects Big O Stores to offer the full line of Big O Products and Services and advertised
warranty services. Accordingly, Franchisee shall at all times have, in stock and on the Premises, a complete
representative line of Big O private brand tires, related merchandise, and other Products and Services in such
quantities as Big O may prescribe from time to time. Franchisee agrees that from the date at the end of the one
hundred eighty {180) day period from the Commencement Date (or in the case of a transferee or a Converter, from a
date designated by Big O) for the rest of the calendar year after such date and for each calendar year thereafter
during the term (including renewal terms) of this Agreement, fifty percent {(50%} or more of all tire sales (in units) at
the Store will be Big O Brand Tires, excluding sales of snow tires and farm class tires. The prices charged to
Franchisee by Big O or other suppliers shall be established by Big O or the other suppliers, respectively, from time to
time, but the prices charged by Big O for Big O Program Products shall be subject to Section 14.06.

14.02. Approval of Products and Services. Prior to commencing business at the Premises, Franchisee shall
stock the Store with Products and Services and supplies of such variety and in such amounts as Big O may require.
Franchisee may not offer or sell any product or service that has not been selecled, designated or approved by Big O,
and Franchisee may not sell any product or service except in accordance with the conditions required by Big Q. Big
O is not obliged to approve any product, service, or merchandise selected by the Franchises. Franchisee may
purchase Products and Services only from Big O or sources approved by Big O. Big O will not give its approval of
suppliers selected by the Franchisee which are not at the time listed in the Manual as approved by Big O for use by
the Franchisee, except in accordance with the following procedure:

(a) The Franchisee must submit a written request to Big O for approval of the supplier;

(b) The Franchisee must demonstrate to Big O the existence of a need for the product or service and that
the product or service does not conflict with Big O’s existing marketing program of Products and Services;

(c) The supplier must demonstrate to Big O's reasonable satisfaction, that it is able to supply a commodity
to the Franchisee meeting Big O's specifications for such commodity and that it is able to do so on a timely
basis;

(d) The supplier must demonstrate to Big O's reasonable satisfaction that the suppfier is of good standing in

the business community with respect to its financial soundness and reliability of its product and service;

- (e) The supplier must agree to indemnify and hold Big O and the Franchisee harmless from and against any
claim or liability by reason of the supplier's products, including without limitation, defects in materials and
workmanship and supplier must provide to Big O certificates or other evidences of insurance coverage with
coverage limits sufficient to cover the risks and an endorsement reflecting that Big O and Franchisee are
named as additional insureds under the supplier's insurance policies;

(f) Big O must be reasonably satisfied that the commodity is priced competitively; and
(9) Suppliers of tire products must meet the then current requirements under the TREAD Act.

Big O's current practice is to notify the Franchisee of its approval or disapproval in writing as soon as
praclicable. Big O may revoke its approval of an approved supplier at any time in its sole discretion.

14.03. |nventory_and Services. Franchisee shall at all times maintain an inventory of Products in such
amounts and of such variety as Big O may reasonably require, and shall offer all Services which Big O may require.

14.04. Warranties and Guaranties. (a} Subject to subsection (b} of this Section 14.04, Franchisee agrees to
issue and honor warranties and guarantees written on certain Products and Services sold to consumers in
accordance with the terms and procedures prescribed in the Manual. Any such warranty or guaranty will be offered
through all Big O Stores on a nondiscriminatory basis. Only warranties or guarantees sponsared or approved by Big
O or its Affiliates may be offered or honored by Franchisee (other than those required by law). Franchisee and Big O
shall only honor warranties and guaranties on Products and Services that have been sold to and returned by
consumers in accordance with the terms and procedures prescribed in the Manual. Franchisee agrees to honor any
and all warranties and guarantees sponsored or approved by Big O, regardless of where or by whom they were
issued. Franchisee shall make no charge to a cuslomer for honoring such a warranty or guaranty unless the charge
is permitted by the express terms of the warranty or guaranty or the then current Manual. Big O agrees not to change
or alter any warranty or guaranty without giving Franchisee at least thirty (30) days prior written notice. Warranties or




guarantees issued prior to any such revocation or modification shall be hcnored accordlng to their terms as
interpreted in the Manual. |

(b) In connection with Big O Program Products, Franchisee will use and offer tGI consumers the Big O
Program Products Warranty. The Big O Program Products Warranty may be modified by Elg O from time ta time,
provided that any Big O Program Products Warranties given to consumers before any such modification shall be
honored as originally written. The Big O Program Products Warranty shall be the only warrlanty used or offered by

Franchisee to consumers with respect to Big O Program Products, |

14.05. Open Account Financing. in its sole discretion, Big O may provide Franchlsee with open account
financing for some or all of the Products and Services it sells Franchisee. Whether or nol1 such credit is offered,
Franchisee will be required to execute a security agreement and comply with all other renuirements of Big O to
secure Franchisee's obligations to Big O under the Franchiss Agreement and perfect its securlty interest therein. If
such credit is offered, Franchisee will be required to execute a credit agreement and security'! agreement and comply
with all other requirements of Big O to secure such payments and perfect its security intere<t thereln. Franchisee's
failure to comply with any credit terms set forth above may cause Big O to terminate thesel credit terms or, where
appropriate, Big O reserves the right to place Franchisee on €.0.D. as well as notifying the Flanchlsee of an event of
default of this Agreement.

|
14.06 Purchase of Big © Program Products i

{(a) Big O shall sell to Franchisee, and Franchisee shall purchase from Big O, Blg O Program Products in
such quantities as ordered by Franchisee, at the Big O Program Products Price. .,

{b) Big O will engage its auditing firm or such other auditing firm selected by Big C} to periodically conduct
audits of the Big O Program Products Price. Should a dispute arise with regard to the Big O Firogram Products Price,
the Parties acknowledge and agree that the Parties will resolve such dispute through the results of the
aforementioned audits. The costs of the auditing firm's services shall be included In the!Distribution Costs. In
connection with the foregoing audits, the auditing firm shall review Big O's records and detenmne whether the Big O
Program Products Price as determined in the aggregate is in accordance with the definilion of Big O Program
Products Price provided herein. Franchisee acknowledges that the report of Big O's audit fimi shall not detail Big O's
individual component costs that are used to determine the Eig O Program Products Price, tut rather will only state
whether Big O's pricing is in compliance with the definition of Big O Program Products Pncelprowded herein, and if
not in compliance, the amount of the overcharge. The decision of Big O's audit fimm pursuant to this Section shall be
conclusive, final and binding on the Parties hereto. If it is determined that Big O has overcharged Franchisee,
Franchisee's sole remedy shall be to receive a credit equal to the amount of the overchargs prorated for a certain
time period by a calculation that determines the number of Big O Program Products units sold to Franchisee for the
Store subject to this Agreement over all Big O Program Products units sold by Big O to all Bng O Business Fommnat
Units for that same time period. !f it is determined that Big O has undercharged Franchisee, I3|g O's remedy shall be
to carry over the unrecovered cost to the following year as an additional component of Dlstnbl. tion Costs.

{c) Franchisee shall not sell any Big O Program Products to any party, including o1her Big O Franchisees,
on a wholesale basis, other than to automotive or truck dealerships and National Account cu >tomers or sell any Big
O Program Products at any other Big O Store{s) that Franchisee or any affiliate of Franchlsee may own that are not
Big O Business Format Units. However, such sales may be perm|tted in some circumstaices and under certain
conditions set forth in policies adopted by Big O from time to time in its sole discretion. Ii

(d) Franchisee is not eligible to participate in any promotional programs offered by Blg 0, including but not
limited {o, Big O's 2006 Monthly Volume Bonus Program. 'k

Iy
15, ADVERTISING, MARKETING AND PROMOTIONAL PLANS il

15.01. Grand Opening_Advertising. Recognizing the value of standardized Adve rtising programs to the
furtherance of the goodwill and public image of the Big O System, within the first year of l)usmess Franchisee is
required to spend on Grand Opening Advertising, in addition to the required four percent (4%) to be paid each month
to the Loca!l Group (described below), the amount specified on the Summary Pages. Th|= manner of the Grand
Opening Advertising must be approved in advance by Big O. K

15.02. Nationa! Marketing Program. Big O has eslablished a National Marketing Frogram which Big O, in
its sole discretion, may decide to terminate or suspend at any time. If Big O does terminate ar suspend the National



,.__

L auin.|
]

ey
fm——r

NS

P ————

go——
e

—

Py

k

Marketing Program, Big O, in its sole discretion, may re-establish it at any time, Big O shall notify Franchisee as to
the manner in which it shatl function and the amount of contribution required of Franchisee.

(a) Not later than the Due Date, Big O or its designge must have received from Franchisee such amount as
Big O shall designate, but not more than one percent (1%) of its previous month's Gross Sales, as a
contribution to the National Marketing Program which shall be maintained or approved by Big O for Big O
system-wide Advertising efforts. Big O shall limit any increase in Franchisee's contribution to the Naticnal
Marketing Program from any amount then currently being charged to one-tenth of one percent (0.1%) in any
twelve (12) consecutive month period and an additional one-tenth of one percent (0.1%) for each twelve (12)
consecutive months thereafter untii the one percent {1%) limitation is reached. Such incremental increases
shall not be cumuiative so that if Big O fails to adopt an additional incremental increase after any twelve (12)
consecutive month period, the next one-tenth of one percent (0.1%) incremental increase will not accrue
until actually adopted by Big O and shall constitute the maximum for the next consecutive twelve (12)
months; provided, however, in the event Big O shall determine, in its sole judgment and discretion, that a
special Advertising circumstance or opportunity is available to Big O and/or its franchisees, Big O may
propose to the Franchise Advisory Council a greater increase during any consecutive twelve (12) month
period {up to one percent (1%} limit), and if a majority of the members of the Franchise Advisory Council
agree to such increase, it shall be implemented by Big O, not withstanding Big O’s limitation as to the
phasing in of any increases.

(b) Big O shall, following consultation with the Franchise Advisory Council, direct ali system-wide
Advertising efforts which are provided through the National Marketing Program with Big O retaining sole
discretion over the concepts, materials, and media used therein. All National Marketing Program

contributions paid by Franchisee and other similarly siluated Big O System franchisees to Big O shall be part
of the National Marketing Program.

(¢) Franchisee understands and acknowledges that the National Marketing Program is intended to
maximize general public recognition and acceptance of the Licensed Marks and for other benefits for the
System and that Big O undertakes no obligation in administering the Nationat Marketing Program to insure
that any particular franchisee benefits directly or pro rata from the national Advertising. Franchisee agrees
that the National Marketing Program may be used to meet any and all costs incident to such Advertising;
provided that na part thereof shall be used by Big O to defray its general operating expenses other than (i)
those reasonably allocable to such Advertising, or (i} other activities reasonably related to the administration
or direction of the National Marketing Program and its related programs. No refund of contributions to the
National Fund shall be due Franchisee upon termination or nonrenewal of this Agreement.

(d) Any part of the Nationa Marketing Program contributions paid to Big O, but not spent by Big O during
Big O's fiscal year, which Big O may change in its sole discretion, shall remain in the National Marketing
Program. Any taxes imposed on the National Marketing Program shall be paid from the National Marketing
Program.

(e} The Franchise Advisory Council shall have the right to review all expenditures of the National Marketing
Program on a reguiar basis.

15.03. Local Fund.

(a) Franchisee shall also contribute by the Due Date a minimum of four percent (4%) of its Store's Gross
Sales for lhe previous month to Big O or as directed by Big O; provided, however, that such contributions shall be
subject to the annuat (by calendar year) per Store maximum, if any, set forth in the Summary Pages and the Manual
and may be reduced periodically at times, in circumstancaes and on conditions set forth in policies adopted by Big O
from time to time in its sole discretion. |f a Local Fund has been established by a Local Group in Franchisee's
marketing area, Big O may, in its discretion, direct that all or any part of that contribution be (i) paid to the Local Fund
formed by the Local Group for the purpose of local Advertising and operated pursuant to such structure and
guidelines as Big O may prescribe or approve or (i) paid to Big O, which may include all or some of such payment in
a Local Fund administered by it or may forward all or some of such payment to the Local Fund formed by the Local
Group. Franchisee agrees to be bound by the decisions of Big O (or its designee) and its Local Group, if one has
been established in Franchisee's rmarketing area, pertaining to local Advertising, provided such decisions have been
approved by Big O and do not violate any applicable laws. From time to time, the Local Group may agree to increase
the amount Franchisee is required to spend for Advertising (by contributions to the Local Fund or otherwise)}, but,
subject to the terms of certain documents already effective on this Agreement's Effective Date. The Local Group may
not reduce this required expenditure below the four percent (4%) minimum, but such four percent (4%) may be
subject to limitations and reductions as stated above in this Section 15.03(a). Some Local Groups may offer other



services such as insurance, information technology, and accounting services, and may charge additional amounts for
these services. "

{b) Franchisee understands and acknowledges that the Local Fund to which it con;Eributes will generally be
used for Advertising in local areas or regions where Big O Stcres are located, but Big O undeitakes no obligation with
regard to any Local Funds administered by it or by any Local Group to insure that all or dny periion of the Local
Funds are used in the locat area or region of the Store location identified in the Summary Pagjes or to insure that any
particular franchisee benefits directly or pro rata from the expenditures by the Local Fund. '['pe Local Funds may be
used to meet any and all costs incident to the Advertising it supports; provided that, as to Lécal Funds administered
by Big O, no part thereof shall be used by Big O to defray its general operating expens'tes other than (i) those
reasonably allocable to such Advertising, or (ii) other activitie:s reasonably related to the administration or direction of
the Loca! Funds and related programs. Franchisee acknowledlges that, under these criteria, itl-imay require a portion of
the Local Funds be contributed to other funds administered by Big O for the development of Advertising or for
Advertising-related matters. No refund of contributions to the Local Fund shall be due Franizhisee upon termination
or nonrenewal of this Agreement. Any pan of the Local Fund contributions not spent by Hig O or a Local Group
during its fiscal year, shall remain in the Local Fund. Any taxes imposed on the Local Fun¢| shall be paid from the
Local Fund. Big O retains the discretion to take such action or refrain from taking action as!it deems appropriate to
enforce the objigation of Franchisee to contribute to a Local Fund as provided in this Agree‘i*nent and to enforce or
refrain from enforcing the obligation of other franchisee to contribute to Local Funds as previded in their franchise
agreements with Big O, but Big O has no obligation to Franchisee to enforce payments or contributions {in whole or in
part) by other franchisees. |

[

15.04. Qther Reguired Adverising. Franchisee will purchase and use other djvertising or marketing

materials as designated by Big O from time to time in the Manual. :

15.05, Approval of Advertising. Franchisee or the Lacai Group shall submit (througt% the mail, retumn receipt
requested) to Big O for its prior written approval {except with respect to prices to be cl_l[arged), samples of all
marketing materials and advertising to be used by Franchisee that have not been prepared or previously approved in
all respects by Big O or its designated agents, such approval by Big O shall not be unreasonably withheld.
Franchisee shall submit tear sheets, receipts, and other evidence of such Advertising in the mfanner prescribed by Big
O. Franchisee wili not be required to submit to Big O copies of any proposed Advertising which has been adopted for
use by the Local Group and which was previously approved by Big O for use by the Local Giroup. Franchisee shall
not set up, maintain or utilize an Internet website or home page to sell Products and Service.%% nor cause or allow the
Licensed Marks, or any of them, to be used or displayed, in whole or in part, as an Intemet domain name or on or in
connection with any intemet website or home page without Big O's express prior written consent {which Big O may
grant or withhold in its sole discretion), and then only in such manner and in accordance "with such procedures,
standards and specifications as Big O establishes from time to time. \

16. STATEMENTS AND RECORDS }r
|

16.01. Invoices. Every sale of Products and Services from the Franchisee's Store shall be accurately
recorded on a consecutively numbered invoice or in such other format as Big O may re;:-lsonab!y approve. All
invoices, whether voided or used, shall be accounted for by Franchises. |

16.02. Audit. Throughout the term of this Agreement and for two (2) years theq%aﬁer. Franchisee shall
maintain for not less than three (3) years original, full, and complete records, accounts, bocks, data, licenses, and
contracts which shall accurately reflect all particulars relating to the Franchised Business afid such other statistical
and other information or records as Big O may require. Big O or its designated agent shall hiive the right to examine
and audit such records, accounts, books, and data during regular business hours or at reasor::[able times. f any such
examination or audit discloses that Franchisee has understated its Store's Gross Sales by more than two percent
(2%), Franchisee shall be obliged to reimburse Big O for the cost and expense of such eramination or audit. If
Franchisee has understated any amount due Big O or any Local Group or Local Fund, it shall tender payment of the
amount due not later than ten (10} days following receipt of the auditor's report, plus interast calculated at a rate
which is the lower of eighteen percent (18%) per annum or the highest rate permitted by ‘aw. If Franchisee has
overpaid Big O or such Local Group or Local Fund, such amount will be credited to Fraqi:hisee against monthly
royalty fees or advertising or marketing contributions due to Big O, the Locat Group or the Losal Fund beginning with
the month following receipt of the auditor's report and continuing until the credit is exhausted. {

|

16.03. Monthly Reports. On or before each Due Date, Franchisee shall mail to 3ig O, together with its
payments of royalty fees and advertising or marketing contributions, monthly reports on forms fprescn'bed from time to
time by Big O, stating the fees or contributions due to Big O on account of Gross Sales for th2 prior month, copies of
all sales tax receipts or returns and such other information as Big O may require, all signed el:nd certified as true and
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correct by Franchisee or Franchisee’s Operator. Big O reserves the right to require such reporting and payments to
be performed and submitted to Big O electronically.

16.04. Financial Statements. Franchisee shall deliver to Big O, no later than sixty (60) days from the end of
each of Franchisee's fiscal quarters, an unaudited profit and loss statement covering the Franchised Business for
such quarter and a balance sheet of the Franchised Business as of the end of such quarter, all of which shall be
certified by Franchisee as true and correct. All such statements shall be prepared in a format that has been
prescribed or approved by Big O from time to time. If Franchisee breaches the foregoing requirements of this
Section 16.04, Big O may, in its sole discretion, perform an operational audit of the Franchisee's Store for each
period for which Franchisee failed to comply on a timely basis and failed to cure each breach after thirty (30) days
notice and Franchisee shall be obligated to reimburse Big O for the cost and expenses of such audit. In addition,
Franchisee, as well as any guarantor(s} of this Agreement, shall, within thirty (30) days after request from Big O,
deliver to Big Q a financial statement, certified as correct and current, in a form which is satisfactory to Big O and
which fairly represents the total assets and labilities of Franchisee and any such guarantor(s).

16.05. Management Systems. Franchisee must implement any Management Systems required by Big O.
Notwithstanding the foregoing, if Franchisee is required to implement a Management System, it will not be required to
make material changes in the Management System more than once every four (4) years.

16.06. Retail Accounting Center. Franchisee may be required, in Big O's sole discretion, to use a Retail
Accounting Center operated by Big O or operating within the Franchisee's Local Group, as Big O may designate in its
discretion for the generation of financial statements andfor for providing accounting, payroll and/or related services. If
the Franchisee utilizes the services of a Retail Accounting Center, Franchisee will be required to provide sufficient
financial information to a Retail Accounting Center to enable that center to prepare on an accurate and timely basis
the financial statements that the Franchisee is required to deliver to Big O. Franchisee authorizes the Retail
Accounting Centers to deliver such financial statements directly to Big O. Franchisee shall be responsible for and
pay on a timely basis the fees charged by the Retail Accounting Centers.

17. COVENANTS

17.01. Noncompetition During Term. Except for any businesses already operating and identified on the
Summary Pages, during the term of this Agreement, Franchisee and any guarantor(s) hereof covenant, individually,
not to engage in or open any business, at any location, other than as a Franchisee of the Big O System, which offers
or sells tiras, wheels, automotive services, or other products or services which compete with Big O Products and
Services. The purpose of this covenant is to encourage Franchisee and any guarantor(s) hereof to use their best
efforts to. promote the Big O System, its Products and Services, to protect its Information and trade secrets, and to
generate a successful business at the Store.

17.02. Confidentiality. During the term of this Agreement and thereafter, Franchisee covenants not to
communicate either directly or indirectly, divuige or provide access to or use for its benefit or the benefit of any other
person or legal entity, any trade secrets which are proprietary to Big O or any Information, knowledge, or know-how
deemed confidential under Section 13 hereof, except as expressly authorized by Big O. The protection granted
hereunder shall be in addition to and not in lieu of all other protections for such trade secrets and confidential
Information as may otherwise be afforded in law or in equity,

17.03. No Interference with Business. Franchisee agrees that during the term of this Agreement that it shall
not divert or attempt to divert any business of or any actual customers of the Big C System to any competitive
business, by direct or indirect inducement or otherwise.

17.04. Post Termination Covenant Not to Compete. If Franchisee terminates this Agreement other than in a
manner prescribed by Section 18.04 or if this Agreement is terminated for "good cause” as defined in Section 19.01,
Franchisee, its Owners, officers, directors, and guarantors covenant that they shall not directly or indirectly, for a
period of two (2) years after the Termination Date of this Agreement, engage in any business, other than as a
Franchisee of the Big O System, which offers or sells tires, wheels, automotive services, or other products or services
which compete with Big O Products and Services within a ten {10) mile radius of the Premises or within a ten {10}
mile radius of any other Big O Store which was operational or under construction on the Termination Date. If a
former Franchisee or guarantor commits a breach of this Section 17.04, the two year period shall start on the date
that the former Franchisee or guarantor is enjoined from competing or stops competing, whichever is |ater.

17.05.  Survivability of Covenants. The parties agree that each of 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 17 is held unenforceable by a court or agency having valid jurisdiction in an unappealed final decision to



which Big O is a party, Franchisee expressly agrees to be bound by any lesser covenant i :mposnng the maximum duty
perrmtted by law thal is subsumed within the terms of the covenant, as if the resulting covenant were separately
stated in and made a part of this Section 17. Franchisee further expressly agrees that the vx;stence of any claim it
may have against Big O, whether or not arising from this Agreement, shall not consttute a defense to the
enforcement by Big O of the covenants in this Section 17. The covenants in this Sectmn 17 shall survive the
Termination Date or Expiration Date of this Agreement. ."

17.06. Modification of Covenants. Franchisee unclerstands and acknowledges thiat Big O shall have the
right, in its sole discretion, to reduce the scope of any covenant set forth in this Section 17 or any portion hereof,
without Franchisee’s consent, effective immediately upon receipt by Franchisee of wﬁtten notice thereof; and
Franchisee agrees that it shall comply immediately with any covenant as so moedified. ‘

17.07. Anti-Terrorism Laws. Franchisee and each Owner represents, warrants ar.d covenants that, at al
times during the term of this Agreement, neither Franchisee, the Operator nor any executive officer of Franchisee will
violate any taw prohibiting money laundering or the aid or support of anycne whe conspires to commit acts of terror
against any person, entity or govemment, including acts prohibited by the U.S. Patriot Act ar U.S. Executive Order
13224. Franchisee shall immediately notify Big O in writing of any event or circumstance that mlght render any of the

foregoing representations and warranties false, inaccurate or misleading. |
|

18. TRANSFER AND ASSIGNMENT

18.01. Assignment by Big O. This Agreement and all rights and duties hereunder may he freely assigned or
transferred by Big O and shall be binding upon and inure to the benefit of Big O's successors iand assigns.

18.02. Right of First Refusal. Because Big O or someone known to Big O may be nterested in purchasing
Franchisee's Franchised Business, the Premises, or an interest in either, if Franchisee decules to make a Transfer,
Franchisee agrees to offer in writing to make the Transfer to Big O, and describe the terms Under which Franchisee
offers to make such a Transfer. If Big O has not offered to purchase what the Franchisee hiis offered to Transfer to
Big O within thirty (30} days after Big O receives the notice from Franchisee, Franchisee may then offer to make the
Transfer to third parties on the same or not more favorable terms and conditions as weje offered to Big O. |If
Franchisee does not consummate, in accordance with the terms offered to Big O, the Transter within six (6) months
after Franchisee gives notice of the Transfer to Big O, Franchisee shall not make the Traasfer without again first
offering to make the Transfer to Big O. ‘

L
i

18.03. Transfer Legend. Franchisee understands and acknowledges that the rights and duties set forth in
this Agreement are personal to Franchisee and that Big O has granted the Franchise in r2liance on Franchisae's
personal background, business skills, experience, and financial capacity. it is important to Big O that Franchisee be
known to Big O and always meet Big O's standards and requirements. Accordingly, neitier Franchisee nor any
Owner shall be permitted or have the power, without the prior written consent of Big O, to ‘make any Transfer. To
assure compliance by Franchisee with the transfer restrictions contained in this Section. 18, all share or stock
certificates of Franchisee, or other evidence of ownership in a Franchisee which is an Entity, 1shall al all times contain
a legend sufficient under applicable law to constitute notice of the restrictions on such stock, or other said evidence of
ownership, contained in this Agreement and to allow such restrictions to be enforceabls. Such legend shall appear in
substantially the following form: ‘

"The sale, transfer, pledge, or hypothecation of this [stock] is restricted pursuant to the
terms of Section 18 of a Franchise Agreement dated between Big O Tires,
Inc., and the issuer of these [shares].” ‘[

Any Transfer that does not comply with the terms of this Seclion 18 shalt be null and void. S

18.04. Pre-Conditions to Franchisee's Assignment. If Franchisee or any Owner des‘:'ires to make a Transfer,
such person or Entity must comply with the following terms, conditions, and procedures to efflictuate a valid Transfer:

{(a) If any proposed assignment of any rights under this Agreement, or if any oth=r Transfer would in the
reasonable opinion of Big O result in a Change of Control: I

|
{i) The transferee must apply for a Big O franchise and must meet all of Big O's then current standards
and requirements for becoming a Big O franchisee, which standards and requurements need not be
written and which standards may vary with the circumstances (such as past or ;ntt0|pated sales volume
or real estate value of a particular Store}. : ‘
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(i) The transferee or Franchisee shall, at Big O’s election, execute the then current form of Franchise
Agreement generally being offered to franchisees in the State in which the Big O Store is located. Such
agreemeni shall generally provide for a new term equal to the term of the standard Big O franchise
agreement then being offered, and may inctude, without limitation, different fee structures, modified
Trade Areas andfor increased fees;

(i) Notwithstanding the foregoing, Big O or its assignee may, within thirty {30) days after receipt of
notice as provided in Section 18.04{b)(i}, below, elect the Option to purchase the interest being offered
by Franchisee or any Owner at the same terms, conditions and fees set forth in such notice; and

(iv) The transferee or Franchisee shall, at Big O's election, have oblained prior to the Transfer a surety
bond or letler of credit in an amount not less than $10,000 (or such other amount as designated by Big
O from time to time) per each Big O Store which is subject to the Transfer issued by a surety company
or bank reasonably acceptable to Big O in favor of Big O or, at Big O's election, to the Local Group
designated by Big O, which surety bond or letter of credit may not be revoked, terminated or modified
until two years (or such other time period as designated by Big O from time to time) after the date of the
Transfer. Such bond or letter of credit shall be payable to the order of Big O or the Local Group, as the
case may be, for any nonpayment by the transferee or Franchisee of contributions due o the National
Marketing Program or the Local Fund pursuant to the Franchise Agreement to which the transteree or
Franchisee is a party; or

{b} Regardless of the degree of control which would be affected by a proposed Transfer;

(i} Franchisee shall first notify Big O in writing of any hona fide proposed Transfer and set forth a
complete description of ali terms, conditions and fees of the propased Transfer in the manner
prescribed by Big O, including the name, address, financial qualifications, and previous five (5} years
business experience of the prospective transferee and its owners, officers, directors, partners, members
and management, in the case of an Entity;

(i) If Big O or its assignee fails to exercise the Option to purchase the interest as provided in Section
18.04(a){iil} or if the Option right is not available to Big © due to a transfer of less than fifty percent
(50%) of Franchisee’s ownership, Franchisee shall be required to obtain Big O's approval of the
proposed-Transfer and the proposed transferee. Big O shall, within thirty (30} days after receipt of the
notice as provided in Section 18.04(b)(i), above, notify Franchisee in writing of its approval or
disapproval of the prospective Transfer and transferse. Big O's approval will be granted only if the
prospective transferee, its Owners, and/or Operator: (a) meets Big O's then current standards for new
franchisees, which standards need not be in writing and which standards may vary with the
circumstances (such as past or anticipated sales volume or real estate value of a particular Store); (b)
demonstrates to Big O's satisfaction that it or its Operator meets Big O's managerial, business, and
technicai standards; {c} possesses a good moral character, business reputation, and satisfactory credit
rating; and (d) has the aptitude, ability, and financial capacily to operate the Franchised Business (as
may be evidenced by prior related business experience or otherwise). Big O also reserves the right to
disapprove a Transfer or a particular transferee where such Transfer or transferee would result in Big ©
having any material increased risk, burden, chance of not obtaining performance of all the provisions of
this Agreement or chance of not cbtaining financial performance as good as that achieved by the
Franchised Business prior to the prospective Transfer. Big“O also reserves the right to disallow a
transfer of the Premises {without a transfer of the Franchised Business) to a person which would
operate a business from the Premises which sells or offers for sale products or services which are the
same as or similar to those offered for sale through the Franchised Business. Big © also reserves the
right to seek to negotiate a general release of Big O as part of its approval of the proposed Transfer;

{iii) If Big O approves the proposed transferee, Franchisee or the Owner may transfer the interest to the
proposed transferee at a price and under terms and conditions which are not more favorable to the
transferee than the terms offered to Big O. Big O's approval is conditioned upon the proposed
transferee or its Operator having completed (lo the satisfaction of Big O} the training program then
currently required of Big O franchisees or Operators, and, in some circumstances {such as high past
sales volume) additional training as required by Big O from time to time:

(iv) Prior to the consummation of any such Transfer, Franchisee shall pay all amounts due to Big C and
cure all other breaches of this Agreement and any other agreement or loan document it may have with
Big O;
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{v) Big O will, as a condition of any Transfer involving an assignment of this Agieement or a Change in
Control, require Franchisee or transferee to pay a transfer fee {but no initial franithise fee). The transfer
fee will be as set by Big O from time to time (and is currently $1,500). Franchlsee acknowledges that
such a transfer fee is appropriate as necessary to reimburse Big O for any expenses which may be
incurred in its review, analysis, and preparation of any documentation relating tc'the Transfer, including
legal and accounting fees, and additional assistance as may be requested by the Franchisee related to
the Franchisee's resale of the Store but is not determined by the actual amoum of such expenses and
costs. in addition, if the transferee requires trairing, the Franchisee or transferei: will also be charged a
training fee of up to four thousand dollars ($4,000) plus, in Big O's discretion, 2 reasonable additional
training fee if additional training is requ1red as described in Section 18. 04(b)(|i|) Big O shall be the
sole arbiter of whether a Change in Control occurred as a result of a single |Transfer or a group of
Transfers. |

It
For any Transfer not involving an assignment of this Agreement or a Change of :ﬁbontrol, Big O will, as a
condition of any such Transfer, require the Fraichisee or the transferee to paii a transfer fee (but no
initial franchise fee} equal to Big O's expenses that it incurs in its review, analysis and preparation of
any documentation relating to the Transfer, including legal and accounting fees and additional
assistance as may be requested by the Franchisee related fo the resale of the Store, but not more than
ona thousand five hundred dollars ($1,500). Big O shall be the sole arbiter of whether a Change in
Control will occur as a result of a single Transfer or a group of Transfers; :

(vi) Big O may require the {ransferor and its Owners and guarantors to guarantee the obligations of
Transferee under this Agreement or under any new Franchise Agreement|entered into between
transferee and Big O,

(vil) Prior to approving a Transfer involving a Change in Control, Big O may |ns|1590t Franchisee's Store
and as a result of such inspection, Big O may prepare a "Punch List" setting fortti the necessary repairs,
maintenance, or other upgrading of the Store which wiil become a condition of Blg O's approval of the
Transfer;

(viii} If the Franchisee acquired its interest in the Franchise as a Pioneer, ConVerter or pursuant to a
Multi-Unit Development Agreement, or otherwise: paid less than the standard |n|t|a1 franchise fae (that is,
the initial franchise fee charged by Blg C for new franchises when the anchlsee executed this
Agreement) when it acquired its interest in the Franchise, and the Franchisee wilhin two (2) years of the
Effective Date of this Agreement makes a Transfer of its interests that, if made:prior to the date of this
Agreement, would have disqualified it from the program allowing such lower|initial franchise fee in
regard to the Franchise that is the subject of this Agreement, the Franchlseei must pay Big O as a
condition of such Transfer the difference between the initial franchise fee paid ty Franchisee and thirty
thousand dollars ($30,000.00), which is the stendard initial franchisee fee charged by Big O for new
franchises when Franchisee executed this Agreement; provided, however, that to the extent that the
Franchises received the lower initial franchise fee pursuant to a Converter. Rider or a Multi-Unit
Development Agreement with special provisioas governing payment of the I)alance of lower initial
franchise fees on a Transfer or change in certain ownership criteria, those specml provisions will govern

in lieu of this Section 18.04(b){viii); and ||
{ix) Franchisee shall comply with all other applicable transfer requirements as dvsngnated in the Manual

or otherwise in writing. ‘

N
18.05. Death of Franchisee. Notwithstanding any other provision in this Section 18|l if a Survivor desires to
acquire or retain the interest of a decedent of a Franchisee or in a Franchisee and continues to operate the

Franchised Business pursuant to the System, the Survivor may do so under the terms of this £\greement subject only
to:

(a) The Survivor's execution and delivery to Big O of a written agreement to be bounldz
|

(i} By the terms of this Agreement; and '

1)
|
|

(i) By the terms of any guaranty of this Agreemaznt; i

(b) Satisfactory completion of training by the Survivor, Survivor's Operator, or Manager and such other
managerial personnel as Big O may designate within the time periods prescribed by Blg 0; and
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{c) The Survivor's payment of all training fees, travel, lodging, food, and similar expenses incurred by it or its
Operator or managernial personnel in attending the training prescribed by Section 11.02. I the Survivor
does not desire to acquire or retain such interest, then the Survivor shall have a reasonable period of time,
but no more than six (6) months, to make a Transfer to a transferee acceptable to Big O subject to
compliance with the pracedures set forth in this Section 18, provided, the Survivor throughout such period
fuffills all duties of Franchisee under this Agreement.

18.06. No Waiver. Big O's consent to a Transfer hereunder shall not constitute a waiver of any claims Big
O may have against Franchisee or the transferring party or Big O's right to demand exact compliance with any
provision of this Agreement.

18.07. Excepted Transfers. The provisions of Sections 18.02 and 18.04(b){il} shall not apply to: (a) any
Transfer to a spouse, parent, child, or sibling of Franchisee or any Owner; (b} a Transferto a spouse, parent, child,
or sibling of Franchisee or any Owner which, in the aggregate, amounts to a Transfer of less than a controliing
interest in Franchisee, the Franchised Business, or the Premises; or (c) any Transfer to a Manager or Operator of the
Franchised Business pursuant to an equity acquisition program or agreement of Franchisea approved by Big O prior
to such Transfer.

19. DEFAULT AND TERMINATION

19.01. Termination by Big O. Big O may terminate this Agreement for good cause, withoul prejudice to the
enforcement of any legal or equitable right or remedy, immediately upon giving written notice of such termination and
the reason or cause for the termination, and, except as hereinafter provided, without providing Franchisee an
opportunity to cure the default. Without in any way limiting the generality of the meaning of the term "good cause,”
the following occurrences shall constitute sufficient basis for Big O to terminate the Agreement:

{a) If Franchisee fails to pay any financial obligation pursuant to this Agreement including, but not limited to,
payments to Big O or any other supplier for Products and Services, and fails to cure such failure to pay
“within five (5) days after Big O gives Franchisee a written notice of default;

(b} If Franchisee fails to perform or breaches any covenant, obligation, term, condition, warranty, or
certification herein and fails to cure such non-compliance within thirty (30) days after Big O gives Franchisee
written notice of defauit; .

(c) If Franchisee fails to open the Store and commence business within eighteen (18) months of the
Effective Date of this Agreement, or if Franchisee fails to commence business on such other
Commencement Date as the parties hereto may have agreed. “Notwithstanding the foregoing, Big O will
agree to extend the time period to commence business so long as the Franchisee can demonstrate to Big
O's reasonable satisfaction that the need to extend the time period is a result of factors beyond the
Franchisee's reasonable control:

{d) If Franchisee makes, or has made, any materially false statement or report to Big O in connection with
this Agreement or the application therefor,

{e) If Franchisee operates the Franchised Business or uses the Licensed Marks in a manner contrary to or
inconsistent with this Agreement or Big O's policies, standards or specifications as stated in the Manual or
elsewhere, and Franchisee fails to cure such deficiency within thirty (30) days after Big O gives a wrilten
notice of default;

(f) i Franchisee, a Owner, guarantor, or transferee violates any transfer or assignment provision contained
in Section 18 of this Agreement:

{9) If Franchisee receives from Big O more than three (3) valid notices of defaull of this Agreement in the
same twelve (12) month period, regardless of whether previous defaults have been cured:

{h} If Franchisee fails to operate or keep the Franchised Business open for more than five (5) consecutive
business days other than with Big O's express written approval or due to an event beyond the Franchisee's
reasonable control (e.g.: damage or destruction, flooding, civil disturbance), or if Franchisee ceases to
operate all or any part of the Franchised Business conducted under this Agreement or if Franchisee loses
possession of the Store or Premises due to a lease termination or otherwise, or defaults under any loan,
lending agreement, mortgage, deed of trust or lease with any party covering the Premises, and such party
treats such act or omission as a default, and Franchisee fails to cure such default to the satisfaction of such
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party within any applicable cure period granted Franchisee by such party and such default with a third party
has or would likely have an adverse impact to the Franchisee or the Big O System gunerally.

(i} If Franchisee or any person owning an interest ir Franchisee is convicted of any‘feluny or crime of moral
turpitude regardless of the nature therecf, or any other crime or offense relating|to the operation of the
Franchised Business, or if Franchisee engages in any conduct which reflects malenally and unfavorably
upon the operation of the Franchised Business; ‘

(i) 1f Franchisee becomes insolvent or makes a general assignment for the benefit of creditors, or if a
petition in bankruptcy is filed by Franchisee, or such a petition is filed aga:nsL and consented to by
Franchisee, or if a bill in equity or other proceedlng for the appointment of a recelver of Franchisee or other
custodian for Franchisee's business or assets is filed and consented to by Franchsee or if a receiver or
other custodian (permanent or temporary) of Franchisee's assets or property, or any part thereof, other than
as described in Section 18.05, is appointed;

(k) If Franchisee, any Affiliate of Franchisee or any guarantor(s) hereof defaults iniany other agreement or
loan document with Big O or if Franchisee, or any Affiliate of Franchisee, defaults|under the terms of any
lease or sublease of the Premises or if Franchisee fails to comply with the reqwrem ants of any Local Group
operating pursuant to standards prescribed or approved by Big O including, l)ut not limited to, any
requirement to pay dues or make advertising or marketing contributions, and such default is not cured in
accordance with the terms of such cther agreemert, loan document, or lease, or ihe by-laws of the Local
Group;

() If Franchisee fails, for a period of ten (10} days after notification of non-compliance, to comply with any
law or regulation applicable to the operation of the Franchised Business;

|
(m) If Franchisee sells, offers for sale, or gives away at the Premises any products; or services which have
not been previously approved by Big O in writing, or which have been subsequently r?isapproved;

(n) If Franchisee shall have understated its Gross Sales to Big O on two (2) or moreﬂoccasionS'

{o) If a court of competent jurisdiction or an arbitration tribunal in a final and unappealed judgment
determines that any significant amount of the payments or compensation which Franchlsee has agreed o
pay Big O pursuant to the terms hereof is unlawful, or that all or a significant part ¢ nf Franchisee's payment
obligations hereunder are void or voidable by Franchisee; or [

(p) ' Big O receives an excessive number (as determined by Big O in its sole d!SCI’l}tlon) of complaints from
Franchisee's customers or Franchisee operates its I“ranchised Business in a manne: r that reflects negatively
on Big C or the Big O System. \

i
19,02 Remedies to Big O. If the Franchisee is in default and has failed to cure <uch default in a manner
prescribed by the Franchise Agreement, in addition to the rights Big O has to termin ate the agreement, the
Franchisee agrees to pay to Big O, among the many remedies available to Big O, royalties and any lost gross profits.

19.03. Governing State Law. If a different notice or cure period or good cause s.andard is prescribed by
applicable iaw, it shall apply to a termination of this Agreement. ‘;

!

19.04. Termination by Franchjsee. Franchisee may only terminate this Agreement if Big O has committed a
material breach of any of Big O's obligations under this Agreement and has failed to cure :uch breach within thirty
{30) days after Franchisee has given written notice to Big O of such breach. i}
\

19.05. Force Majeure. Notwithstanding anything contained in this Agreement to the contrary, neither party
shall be in default hereunder by reason of its delay in performance of, or failure to perfor{n any of its obligations
hereunder, if such delay or failure is caused by:

{a) strikes or other labor disturbance; \f
(b) acts of God, or the public enemy, riots or other civil disturbances, fire, or flood, Lg

{c) interference by civil or military authorities; 1'
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20.

(d) compliance with governmental laws, rules, or regulations that were not in effect and could not be
reasonabiy anticipated as of the date of this Agreement;

(e) delays in transportation, failure of delivery by suppliers, or inability to secure hecessary governmental
priorities for materials: or

(f} any other fault beyond its control or without its fault or negligence. In any such event, the time required
for performance of such obligation shall be the duration of the unavoidable delay.

POST TERMINATION OBLIGATIONS

20.01. Post-Termination Qbligations. Upon the Expiration or Termination of this Agreement by any means

or for any reason, Franchisee shall immediately:

(a} Cease to be a Franchisee of Big O and cease to operate the former Franchised Business under the Big
O System. Franchisee shall not thereafter, directly or indirectly, represent to the public that the former
Franchised Business is or was operated or in any way connected with the Big Q System or hold itseif out as
a present or former Franchisee of Big O;

{b) Pay all sums owing to Big O. Upon termination for any default by Franchisee, such sums shall include
actual and consequential damages, costs, and expenses incurred by Big O as a result of the default;,

{d}. Provide to Big O, upon its request, a complete list of any outstanding obligations that Franchisee may

_have to any third parties including outstanding customer orders. Big O shall have the right, but not the

obligation, to fill any such outstanding customer orders generated by Franchisee and in such event
Franchisee shall immediately reimburse Big O for any costs or expenses incurred by Big O in doing so. In

addition, Big O shall have the right to cancel any orders placed by Franchisee for which delivery has not
been made;

{e} Take such action as may be required by Big O to transfer and assign to Big O or its designee all
telephone numbers, white and yellow page telephone references and advertisements, and all trade and
similar name registrations and business licenses, and to cancel any interest which Franchisee may have in
the same. The Franchisor is hereby appointed as the Franchisee's attorney-in-fact for such purpose and

such power, being coupled with an interest, shall be irrevocable;
{f) Cease to use in Advertising, or in any manner whatsoever, any methods, procedures, or technigues

associated with the Big O System in which Big O has a proprietary right, title, or interest; cease to use the
Licensed Marks, and any other marks and indicia of operation associated with the Big O System and

{g) Cease accepting the Big O credit card Franchisee has with Bank One, or any other designated lender;

(h) Franchisee shall immediately make available to Big O all customer lists as such was developed while a
Franchisee;

{i} Strictly comply with all other provisions of this Agreement pertaining to post-termination obligations,
including, without Iir_nitalion, those contained in Sections 13 and 17; and
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{j) Cease performing any tire adjustments as of the Termination Date and refer sw[h adjustments to other
existing RSCs or other Stores for processing. Franchisee shall receive no allowarice for tire adjustments
upon termination. !

20.02. Right to Repurchasg. Big O shall have the right, but not the obligation, to punlhase-

{a) Some or all of the Products and Services and supplies at the Store and the =qument fumlshmgs
fixtures, or signs at the Premises which bear the Licensed Marks for a mutually aqreed upon price within
thirty {30} days of the Termination Date or the Expiralion Date. \

{b) If Big O elects to exercise such a right, it may ofiset the purchase price against aLy other amounts owed
by Franchisee to Big O pursuant to this or any agreement or foan document. Befare exercising any such
rights, Big O shall have the right to enter upon the P-emises during reasonable hour*, to take an inventory of
the Franchised Business.

20.03. Right of First Refusal. Upocn receipt by Frznchisee of an offer to purchase:L Franchisee's Preducts
and Services, equipment, supplies, fixtures or signs at the Premises, Franchisee hereby gra'lts Big O a right of first
refusal to purchase any of such items by matching the bona fide monetary purchase price, and payment schedule
terms, less any brokerage commission without having to rnatch any other non-monetary terms of the proposed
purchase by Franchisee's buyer(s). Franchisee must give Big O written notice of any such hona fide offer. 1 within
thirty (30) days after receipt of such notice, Big O has neither exercised its right of first refusal nor notified Franchisee
of its rejection thereof, Franchisee may sell such items as were covered by the offer at the ex %lratlon of the thirty {30)
day period.

20.04. De-ldentification of Assets Upon Sale. If Big O determines not to exercise, ltS option to repurchase
any such items, Franchisee may continue to sell its remaining Products and Services, eqmpment supplies, and
fixtures, but may not identify itse!f as a Big O Franchisee. Franchisee shall otherwise abide by the terms of this
Section 20. t

21.  INSURANCE U

21.01. Insurance Coverage. Franchisee shall, at its expense and no later than upon the Commencement
Date, procure and maintain in fult force and effect throughout the term of this Agreement msurance that shall be in
such coverages, limits and amounts as may from time to time be required by Big O in the Manua! or otherwise and
which shall designate Big O and Big O's Affiliates designated by Big O, and their dnrectors officers, employees,
agents and other Big O designees as additional named insured(s). |

21.02. Proof of insurance. Prior to the Commencement Date, Franchisee shall make timely delivery of a
signed original certificate or certificates of all required insurance coverages to Big O, whlch shall contain the
authorized agent's business name, address and phone nurnber, together with a statemeni by the insurer that the
policy will not be canceled or materially changed without at |sast sixty (60) days prior written notice to Big O that the
alteration or cancellation is being made, All insurance coverages wiil be underwritten by a{company acceptable to
Big O, with a Best's Rating of no less than "A-" or a financial statement of the insurer approved by Big O. If
Franchisee fails to purchase required insurance conforming to the standards prescribed by I3|g 0, Big ©C may obtain
such insurance for Franchisee, and Franchisee shall pay Big O the cost of such insurance pius a ten percent (10%)
administrative surcharge. If Big O deems it appropriate, Franchisee shall, upon Big O's request provide to Big O a
true, complete certified copy of all, or a part of the Franchisee's insurance policies within 1l) days of receiving such
request. The Franchisee shall provide to Big O renewal certificates of insurance, or certified .nsurance binders, for all
required coverages no fewer than 10 days before the indicated anniversary date(s) of suchi |nsurance coverages.

21.03. Survival of Indemnification. The procurement and maintenance of the prescribed insurance
coverages set forth in the Manual shall not relieve Franchisee of any liability to Big. O assumed under any
indemnification requirement of this Agreement. )

r
|

22.  TAXES, PERMITS, AND INDEBTEDNESS ‘}

22.01. Payment of Taxas. Franchisee shall promptly pay when due any and a!lffederal state, and local
taxes including without limitation, unemployment and sales taxes, levied or assessed with| respect to any Products
and Services distributed or sold pursuant to this Agreement and all accounts or other indebtedness of every kind
incurred by Franchisee in the operation of the Franchised Business.
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