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REGIONAL FRANCHISE AGREEMENT

AGREEMENT made this day of 200 by and between Decor & You, Inc., a
Delaware Corporation located at 900 Main Street South, Building Number 2, Southbury, Connecticut
06488 and

RECITALS

As a result of expending time, effort and money, We have developed and continue to
develop and improve plans, methods, systems and procedures which are Our confidential and
valuable Intellectual Property and have established a uniform and recognizable System for the
sale and marketing of draperies, drapery hardware, fabric, furniture, interior design services,
installation services, decorative shades, wallpaper, carpet, and all other related home furnishings,
merchandise, services and labor, all trading under the name Decor & You®.

We have full rights together with all Goodwill connected with the use of the name, trade
name, marks, service marks and logos and any other Marks which We continue to develop, use
and control, for the benefit and use of Decor & You® and Qur Franchise Owners and in order to
create uniformity; uniformity being essential in creating public recognition, acceptance and
patronage;

We have developed a standard franchise agreement for licensing the use of the System
and Marks in the operation of a Decor & You® business (the “Unit Franchise Agreement”). It is
the purpose of the Unit Franchise Agreement to set forth and ensure uniform standards of
appearance, quality, and operations for all Decor & You® units, and to protect and enhance the
name and Marks, and you understand and acknowledge this; and

You desire to obtain the right to solicit offers for the purchase by Decor & You® Unit
franchisees within a designated area (the "Region” or the "Regional Territory"} and to provide
certain support and other services and to supervise the operations of and maintenance of quality
control by Decor & You® of Our Unit franchisees within the Region, all subject to the terms and
conditions of this Agreement; and

You acknowledge our right to revise and update the marketing and 'operating policies,
system, characteristics and methods of operation, procedures and methods designed to enable
you to attract, sell and service Unit franchisees. '

'THEREFORE, in consideration of the mutual agreements, covenants and promises contained in
this agreement and for other good and valuable consideration, the receipt and sufficiency
of which the parties acknowledge, you and Decor & You® agree to be legally bound as

follows:

ARTICLE 1: SIGNIFICANT PROVISIONS
1.01 Date of Regional Director Agreement: ,200_
1.02 Expiration Date: _ ,200_

1.03 Regional Territory (see Exhibit A)
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1.04 Development Schedule: You must meet and maintain a minimum of 36 Decor &
You® Unit Franchises by the seventh (7™ year of the term hereof. In addition, you must meet the
minimum annual performance schedule set forth below:

Year | Minimum Number of active Minimum Number of active
unit franchises in operation in unit franchises in operation in
your region/260,000 target your region/260,000 target
homes* homes*

o Prorated Year 1 Minimum

1 3 30

2 6 36

3 12 36

4 18 36

5 24 36

* Target home being defined as a household with an annual income of $50,000+
*This development schedule will be for the Regional Territory as defined above.

* Year 0 is the period from the date Regional Director Part 1 Training is completed and
12/31 of that year. Thereafter, each Year is the calendar year.

1.05 Regional Franchise Fee: $

In the State of Maryland, the franchise fee must be paid by franchisee to franchisor in certified funds
once franchisor has fulfilled its preopening obligations to franchisee. This deferral not only applies to
the franchise fee, but also to any other payment due to the franchisor before the business opens.

1.06 Minimum Franchise Prospect Lead Generation Budget: $18,000 per year. You
must also contribute $500 monthly to a Marketing and Advertising Fund for the development of
marketing materials and for recruiting unit franchisees. The Marketing and Advertising Fund Fee
is subject to change from time to time as We deem appropriate. We will, during your initial year of
operations, reimburse to you out of the Marketing and Advertising Fund up to $4,000 for amounts
spent greater than $22,000 up to $26,000 for regional advertising for unit franchise prospects. We
will require proof of expenditure and proof of advertising within 120 days of the end of your initiai year
of operations.

1.07. Fees Paid By Us to You from the Initial Franchise Fee (*IFF") and Continuing
Service Fees (“CSF”) of Decor & You® Unit franchises in Your Region:

50% of Decor & You® net “IFF” for new and transferred franchises
50% of Decor & You® “CSF" for new and transferred franchises
Zero % of Decor & You® renewal fees.

1.08 Definitions. As used in this Regional Director Agreement, the following words, terms
or phrases shall be defined as follows:

“You"”, “Your” shall mean the Regional Director Franchisee
“We”, “Us", "Our” shall mean the Franchisor, Decor & You, Inc.

“Franchised Business” shall mean the Decor & You® System and Mark licensed
you by this Franchise Agreement.

“Term” shall mean Term of this Franchise Agreement and shall include all

Renewals and Extensions of this Franchise Agreement granted You by Us in
writing. )
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"System” shall mean all of Qur know-how and Intellectual Property which we own
and have developed and are continuing to develop, which we are licensing to you
as a package. It shall also mean and include all of our Franchisees, Regional
Directors and units owned by us.

“Decor & You® Products and Services” shall mean and consist of draperies,
fabric, furniture, drapery hardware, interior design services, installation services,
decorative shades, wallpaper, carpet, and all other related home furnishings
merchandise, services and labor.

“Notice” or “Notices” shall mean written notices; all notices given or required to be
given by this Franchise Agreement must be in writing.

“Entity” shall mean a natural person, partnership, Limited Liabitity Company or
Corporation depending upon the sense of paragraph wherein such word appears
and upon the type entity executing this Franchise Agreement.

“Marks” shall mean the Decor & You® service mark and any other trademarks or
service marks now or in the future used by Us.

“Intellectual Property” shall mean and include all of Our Marks, Copyrights, Trade
secrets, Patents, web sites, domain names, logos, methods of doing business
and Our Confidential Operations Manual.

"Gross Receipts” shall include and mean all forms of revenue which Decor &
You® Unit franchisees receive while conducting the Unit franchised business.
These receipts may take the form of cash, check, credit, charge account or
exchange. Gross Receipts will include money or credit which they receive from
the sale of merchandise, from services which they or others may provide from the
unit, or for any other service or product for which they charge separately. Gross
Receipts shall include personal purchases by Unit franchisees. Gross Receipts
will not include the sale of merchandise for which refunds have been made in
good faith to customers or from any form of tax imposed by a governmentai
authority which is collected by a Unit franchise and actually paid to such
governmental authority. Gross Receipts will not inciude shipping costs, handling
and installation charges that are third-party charges, appropriately documented
and reasonable in our sole opinion.

“Manual” shall mean Qur Confidential Operations Manual and all additions and
amendments thereto.

“Area of Competitive Protection™ shall define and mean the type of exclusivity
your Unit franchisees receive in their protected Territory. It means we will not
locate another Decor & You® franchise or company-owned business in a Unit
franchisee's Territory. It also means that neither we nor any other Decor & You®
franchise may solicit sales or actively promote its business in any other Decor & .
You® franchisee's assigned Territory. It does not mean that a Unit franchisee has
the exclusive right to provide services or sell products in their Territory because
the customer is free to work with any franchisee she/he chooses. A Unit
Franchisee's Territorial rights are more fully described in paragraph 2.02 and
Exhibit A of the Unit Franchise Agreement.

1.09 Renewal Notification Date:
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110 CSF for a Decor & You® Unit Franchise: 10% of Gross Receipts; with weekly
minimums of $100 year 1, $150 year 2, $190 year 3, $240 thereafter. You will also contribute 3%
of weekly Gross Receipts as an advertising fee based upon the previous week’s Gross Receipts.
These payment obligations shall commence when the Unit Franchise commences operations.

111 Regional Franchise Renewal Fee: The Regional Franchise Renewal Fee shall
be an amount determined by Us that shall not exceed 10% of the then current regional franchise
fee.

112  Minimum Grand Opening: $1000-$1500

1.13. Unit Franchise Agreements: You must own and operate two unit franchises
under separate franchise agreements with us, opening the first unit within 3 months of completing
Part 1 training and the second unit within 6 months of completing Part 1 training. :

ARTICLE 2: GRANT OF REGIONAL DIRECTOR RIGHTS

2,01 Grant. We grant to you as Regional Director and you accept the exclusive
opportunity and the obligation to promote the sale of a certain number of Decor & You® Unit
franchises pursuant to this Agreement. You agree as a condition to this grant to comply with the
obligations more fully described in Exhibit A which you accept by signing this Agreement and to
meet the Development Schedule for overseeing the opening of all the Unit franchises within your
Regional Territory, as set out in Section 1.03. You also agree to provide certain support services
and quality control supervision to all Unit franchisees within the Regional Territory as directed by
Us. You receive the right to use the Marks and the System solely for the purposes specified in this
Agreement. '

2.02 Regional Franchise Territory. As long as you comply with the terms of this
Agreement, including the Development Schedule defined in Section 1.04, Decor & You® will not
directly or through agents market Unit franchises or open Company-owned Units within the
Regional Territory defined in Section 1.03. If you do not adhere to the Development Schedule,
then this Agreement terminates and the rights granted hereunder will become null and void. In the
event that you own one or more Unit franchises, you will be allowed to continue operating your
Unit franchises, but you will lose your rights to serve as the Regional Director in the Regional
Territory. This means that We can open company-owned or franchised Units in those portions of
the Regional Territory in which there are no Decor & You® Unit franchises. -

2.03 Limited Rights. You acknowledge that this Agreement is a limited grant of
rights. Nothing here will constitute a license for you to sell or negotiate the sale of Unit franchises
on your own behalf. You cannot solicit offers to purchase Unit franchises which would be located
outside of the Regional Territory. You agree to refer to Us or the Regional Director for the territory
in which the prospective franchisee will operate any inquiries which you receive for Unit franchises
to be located outside of your Regional Territory.

2.04 Your Ownership of Unit Franchises. If You open and operate a Unit franchise,
you agree that you will remain in full compliance with your separate Unit Franchise Agreement
during the term of this Agreement. If you default in the operation of your Unit franchise and you do
not cure such default within the time designated in your Unit Franchise Agreement, We may
terminate either your unit Agreement or this Agreement or both, in our sole discretion. You agree
that you will be required to employ a full-time management person (independent contractor and/or
administrative assistant), approved by Us, to oversee the operations of your Decor & You® Unit
Franchise.
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ARTICLE 3: TERM OF AGREEMENT

3.01 Term. This Agreement will be effective as of the date in Section 1.01 and will
continue for an initial term of 10 years unless the Agreement is terminated for a reason in Article
10.

3.02 Renewal. You will have the right and option to renew the relationship established
by this Agreement for successive terms of 10 years (each one, the "Renewal Term”) under the
following terms and conditions:

A. Notice. You must exercise your optidn by furnishing Us with written notice not
less than 180 days and no more than 1 year before the expiration date of the current term
in Section 1.02.

B. Good Standing. Your exercise of your renewal option will be effective only if at
the time of exercise of the option and commencement of the Renewal Term you are in
compliance with and have fully performed all of your obligations under this Agreement
and any of your own Unit Franchise Agreement(s). You will not be deemed to be in good
standing if you are in default under this Agreement or any Unit Franchise Agreement.

C. Execution of Renewal Agreement and Payment of Renewal Fee. Following
Our receipt of your notice that you wish to exercise the renewal option, We will provide
you with a copy of Our then current Regional Franchise Agreement. No later than 3
months prior to the expiration of this Agreement, you must execute and deliver the
Agreement to Us together with payment of the non-refundable Renewal Fee as in
paragraph 1.11 of this Agreement.

D. New Development Schedule. We will define a reasonable New Development
Schedule for you to follow during the Renewal Term. '

E. Execution of General Release. At the same time that you execute a renewal
agreement, you must execute a general release of all claims against Us provided We are
not in material breach of this Agresment.

F. Notice of Expiration. If applicable law requires that We give you notice before
the expiration of the initial term or the Renewal Term, or if applicable law requires that
longer periods of notice be given than those specified, this Agreement will remain in effect
on a month-to-month basis until the notice required by applicable law has been given.

ARTICLE 4: REGIONAL FRANCHISE FEE

4.01 In consideration of the rights granted under this Agreement, you shall pay Us the full
amount of the Initial Regional Franchise Fee in Section 1.05 upon execution of this Agreement.
Each payment of the Regional Franchise Fee is fully earned upon our receipt and is not
refundable, in whole or in part, for any reason unless you make a good faith attempt to, but fail,
the initial training, in our sole opinion, in which case we may refund up to seventy percent (70%) of
any portion of the initial fee you have paid us.

ARTICLE 5: PAYMENTS TO REGIONAL DIRECTOR

5.01 Initial Sales Fee. For each new or transferred Unit franchise which you award in
Your Regional Territory, We will pay to you a Fee equal to 50% of the Decor & You® net Unit IFF
of the unit agreement. We will not pay to you any portion of renewal fees paid by an existing Unit
franchise that was awarded by you.
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5,02 You agree to forward to Us immediately all proposed agreements together with
the initial franchise fee, and in the case of a deposit, both the deposit agreement and the deposit
fee, which you have received from the proposed Unit franchisee by receipted overnight courier
service. The award of any franchise to a Unit franchisee is expressly conditioned upon Our
acceptance of the Unit franchisee and Our execution of the Decor & You® Unit Franchise
Agreement. You acknowledge that We shall evaluate your proposed Unit franchisee using the
same reasonable business standards that we use in evaluating all Unit franchisee prospects. If
We do not accept your prospect, We will notify you in writing. We will return the deposit fee less
any travel expenses which We have incurred. You will not be entitled to receive any share of a
returned deposit. Payment of the Initial Franchise Fee will be made within 10 business days of
Our acceptance of the proposed Unit franchisee and Our execution of the Unit Franchise
Agreement.

503 We retain the right to offset against your share of the Initial Franchise Fee any
amounts which you owe to Us under the Payment Agreement or which are at least 30 days past
due. You alone will assume the costs associated with any brokerage commission if You use the
services of an independent broker. The brokerage commission may be taken off the top of your
share of the Initial Franchise Fee provided it is approved by Us.

504 Share of Monthly Continuing Service Fees. As in paragraph 1.07 hereof, We
shall pay you 50% of the gross weekly CSF which We receive on new or transferred unit
franchises (excluding any advertising royalties) operating within your Regional Territory (*Your,
CSF Share") in consideration of the services which you are obligated to furnish under this
Agreement. :

5.05 Payment of your CSF Share shall be made monthly on or before the 25th day of
each subsequent month based on actual receipts. We retain the right to offset against your CSF
Share any amounts which you owe to Us which are at least 30 days past due.

5.06 Consideration For Payment of Fees. In consideration of the payment by Us to
you of your share of the IFF and CSF, you agree to perform all of the services described in Article
6 below and Exhibit C annexed to this Agreement. :

ARTICLE 6: OBLIGATIONS OF REGIONAL DIRECTOR

6.0t Regional Office. Your Regional Director Duties are in this section and in Exhibit
. C of this Agreement. You agree to open your Regional Office within 60 days from the date of this
Agreement and to equip and maintain your Regional Office in accordance with the design
standards of the Decor & You® System. We must approve the location for the Regional Office.
The principal Regional Office and any of your branch offices must be located, decorated and
maintained only as approved in writing in advance by Us, which approval We will not
unreasonably withhold. You must maintain to Our satisfaction, an adequate staff to manage all
phases of your Region's businesses, such as, without limitation, to provide responsible service
and assistance to Unit franchisees as well as to properly handle all franchise prospect leads. You
must devote your full time and best efforts to the franchised business.

6.02 Solicitation. You will be solely responsible for searching out, screening,
qualifying and following through with prospective Unit franchisees within your Regional Territory in
accordance with the qualifications provided by Us. You must forward to Us such information as
We may request demonstrating that a prospective Unit franchisee and his/her partners,
managers, principal shareholders, directors and officers, possess good ethical character and
reputation, general business experience, management and sales abilities, excellent credit history,
and the aptitude, ability and financial rescurces to operate the franchised business.
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You must furnish Us with all applications, forms and Unit Franchise Agreements, which
shall be subject to Our approval based upon Our sole and absolute discretion. You cannot make
changes to the forms or to the Unit Franchise Agreement. We must approve in advance and in
writing any modification to a Unit Franchise Agreement. So long as a Unit franchisee meets Qur
then current financial criteria, We will not unreasonably withhold our approval of such appiicant.

6.03 Adherence to Franchise Disclosure Laws. We will prepare franchise offering
circulars for each jurisdiction in your Regional Territory where the sale of Decor & You® Unit
franchises are contemplated. We will use best efforts to register Our offering circular for the sale
of Unit franchises promptly in those states within the Regional Territory requiring registration. We
will remain in compliance with all applicable federal and state franchise laws. We will initially
obtain and will maintain current and accurate franchise offering circulars and registrations, make
filings and obtain registrations of franchise sales agents and will comply with all requirements
relating to the renewal and amendment of Qur registrations, filings and documents. You must
provide Us with all information regarding your employees, sales agents and activities for purposes
of complying fully with appiicable franchise disclosure and registration laws and franchise sales
agent registration requirements. You and each of your employees, salespeople and independent
brokers acknowledge the importance of and agree to adhere to all applicable federal and state
franchise laws, and you further agree that you shall not make representations to any prospective
Unit franchisee by which a prospective Unit franchisee could conclude that a specific level of sales
or earnings could be achieved by or at a Decor & You® Unit franchise. You acknowledge that
from time to time, for reasons outside of Our control, you may be prevented from offering Unit
franchises for sale while franchise registration amendments or renewals are pending with a state
agency.

You are responsible for responding to inquiries regarding franchise opportunities in your
Regional Territory, delivering to prospective Unit franchisees Our most recent offering circular
which will include the agreements for execution by prospective Unit franchisees, and obtaining
receipts for the delivery of the offering circular, all in compliance with applicable franchise laws.
The originals of all receipts must be forwarded to Us promptly.

6.04  Assumption of Our Obligations. Except as specified in this Agreement, you
must assume and perform Our obligations and responsibilities described in the Unit Franchise
Agreement. The right of ownership, control and enforcement of the Marks and the Decor & You®
System, however, will remain exclusively with Us. Nevertheless, you will have the concurrent
obligation 'to assist in the enforcement of each Unit franchisee's strict compliance with the
requirements specified in the Unit Franchise Agreement pertaining to the use of the Decor &
You® System. In all cases, it is Our responsibility to initiate any required legal action against Unit
franchisees. You acknowledge and agree that We may from time to time amend Our form of
Franchise Agreement which may affect your duties and obligations to Unit franchisees in the
Regional Territory. You agree to cooperate, participate and assist us with any legal action to
enforce the restrictive covenants under the Unit Franchise Agreement and for collecting monies
owed by defaulting Unit franchisees.

6.05 Use of Marks. You agree to use Mark(s) and Intellectual Property as they are
developed by Us only in the manner and to the extent specifically licensed by this Agreement.
Further, you agree to notify us promptly of any person, partnership, association or corporation
improperly using Our Marks or System. You agree to obtain Qur prior written consent before
conducting any activity not contained in any manual or this Agreement in which Our Marks or
System are used. You must use new Marks as per paragraph 5 of the Decor & You® Unit
Franchise Agreement.

6.06 Attendance at Initial Training. We will be responsible for providing the initial
and ongoing training programs for all Regional Directors or their approved designates, up to two
people. Training for additional or later trained personnel will be provided at a cost to you of up to
$2,500.00 per day. You wili also be responsibie for such person’s salary and expenses, including
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transportation, food and lodging. We will provide, at mutually convenient times and places, an
initial program of certification that you or your designate must successfully complete. You cannot
begin any part of your Decor & You® Regional Franchise business activities uniess, and until, you
or your approved designate have successfully completed Our training certification program. You
must at all times during the term of this Agreement have at least 1 certified individual operating
within the Regional Territory on a full-time basis.

6.07 Training of Unit Franchisees. As directed by Us, you will provide training for
Unit franchisees in Your Regional Territory that will include without limitation pre-opening and on-
site assistance, instruction for the initial hiring and training of Unit franchisees' employees or
independent contractors, and periodic training seminars for all phases of the operation of the Unit
franchise business. Your on-site services will include periodic training and instruction as provided
by Us in In-Home selling techniques, marketing, methods of operations, virtual decorating,
customer relations, and new services introduced by Us. You must conduct meetings for Unit
franchisees in your Regional Territory on a regular basis pursuant to Our guidelines, which
guidelines We may revise from time to time. Each Unit franchise is entitled to train not more than
2 personnel under the terms of the Unit franchise agreement. If a Unit franchise wants additional
personnel to be frained, the Unit franchise will pay us a training fee, as we shall determine from
time to time, for each additional personnel.

6.08 Confidential Operations Manual. You agree to comply with the Manua! and
other confidential policies and procedures manuals which will specify the requirements of all
Regional Directors. Further, you understand and agree that the System is constantly being
modified and improved and that such modifications and improvements may require changes in
the system of operation. You agree to adopt and update any Manual(s) with these changes and
to implement any change in the System.

You will at all times treat as confidential, and must not at any time disclose, copy,
duplicate, record or otherwise reproduce, in whole or in part, or otherwise make available to any
unauthorized person or source, the contents of any Manual. The Manual and other manuals
provided by Us will at all times remain Our sole property. You must promptly return them upon the
expiration or termination of this Agreement.

6.09 Operations. You agree that you will not engage in any deliberate practices that
would tend to give a preference to or show commercial favoritism toward any one or more Unit
franchisees in Your Regional Territory over any other Unit franchisee. This includes your own or
affiliated Unit franchises.

6.10 Non-Disclosure. You agree that you will not furnish any information regarding
Our System or Unit franchise methods of operation, Manual(s), or any other information relating to
the Decor & You® System to anyone, except to a person designated by Us to provide services to
you, to Unit franchisees or to other Regional Directors or their staffs.

We both acknowledge that the Decor & You® System in its entirety constitutes Our trade
secrets that We reveal to You in confidence. You acknowledge that you have not developed or
been engaged in any program or system similar to the Decor & You® System before the
execution of this Agreement. You acknowledge and agree that We have the right to any injunctive
relief in the event of your breach of this Section 6.10 in addition to any and all remedies and
damages available to us.

You must require all personnel performing managerial or supervisory functions, all
personnel who will receive special training from Us and your family members, your partners,
officers, directors and shareholders to keep confidential all information received in all training
sessions or from Our manuals and to execute any confidentiality agreement we may require.
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