| ACTUAL OR - i |10 wiom -
NAMES OF EXPENDITURES ESTIMATED METHOD OF WHEN DUE PAYMENT IS
AMOUNTS FOR PAYMENT
TO BE MADE
YOU
ToTALY $100,100 to $136,400

(kiosk location)

$85,850 to $172,400
{in-line location)

All fees are non-refundable unless otherwise specified to the contrary.

NOTES
'Franchise Fee ; The franchise fee is described in greater detail in ITEM 5 of this Offering Circular.

2B_§M You must provide a suitable location from which to operate the Customer Service Center. You
will require approximately 100 to 150 square feet of space for a kiosk location and between 300 to 1,000
square feet of space for an in-line location. 1t is extremely difficult to estimate lease acquisition costs
because of the wide variation in these costs between various locations. Lease cests will vary based upon
variance in square footage, cost per square foot and required maintenance costs. We assume the
landiord will require the first month's rent and a security deposit equal to one month's rent. The amounts
paid are typically not refundable except for a security deposit, which may be refunded.

® Kiosk: We will arrange for the ordering and installation of the kiosk at the Location. The cost noted is
for our standard kiosk. Any alterations required and approved by us, due to state or federal laws, or as
required by the Landtord, will be at your sole expense and must be paid for in full before we will order
your kiosk, ’

“ Franchise Package: Included in the Franchise Package is training ($4,600), our administration and
review fee of $2,500, shipping costs, an opening inventory of Island Ink-Jet brand products, and other
supplies for resale representing an approximate wholesale cost to you of $4,000 to 36,000, eguipment
(55,000 to $7,500) and much of the required materials necessary to begin operations.. For in-line
locations, the consiruction costs are your responsibility and are not inctuded in the Franchise Package
(See Note 6). You may have some optional items to add fo the Outle! available from us that may
increase costs depending on the particular optional items selected and their availability at the time of
order. You are responsible for paying the applicable state and municipal sales {ax on the Franchise
Package, this amount may vary from state to state,

Utility Deposits:  You wil! generally incur certain deposits with local utilities, for example, electric,
telephone, gas, water and others. The deposit will vary depending upon the policy of the local utility.

® Construction Costs/Leasehold Modifications: To ready the Outlet space for both the Kiosk Customer
Service Center and In-Line Customer Service Center, certain modifications may be necessary inciuding
electrical and local Internet access. The cost of leasehold modifications will vary based upon size,
condition and location of the space, local wage rates and material costs. The cost of construction and
leasehold modifications depends upon the size and condition of the premises, the nature of and extent of
leasehold improvements required, the local cost of contract work, and the location of the Outlet. The
range of figures above includes the cost of reasonabie renovation or leasehold improvements, including
fiooring, and instaltation of fixtures but may vary if extensive construction is required or if Lessor provides
you a construction allowance.

7 Furniture, Fixtures & Equipment: You will be required to purchase and/or lease and install fixtures,
furniture, equipment and décor necessary to operate your Outlet. The cost of the furniture, fixtures and
equipment will vary according to iocal market conditions, the size of the Outlet, suppliers and other
related factors. Franchisee is responsible for paying the applicable state and municipal sales tax on the
Equipment. This amount may vary from state to state.
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® Insurance: Requirements are described in greater detail in [TEM 8 of this Offering Circular. Factors that
may affect your cost of insurance include location of the Outlet, amount of inventary and other factors.

® Office Equipment & Supplies; You must purchase general office supplies including stationary, business
cards and typical office equipment. Factors that may affect your cost of office equipment and supplies
include local market conditions, the size of the Qutlet, suppliers and other factors.

" additional Training Expenses: The fee for the initial training is $4,600 and is included in the Franchise
Package cost. You are, however, responsible for expenses for transportation, meals and all other
expenses while attending training. Additional people (maximum 2} can be trained for $4,600 each
including accommodation, based on single occupancy, not including travel expenses and meals.

) egal/Accounting/Licenses/Permits: These amounts will be incurred for costs such as pre-construction,
operating licenses and permits. Your actual costs may vary from the estimates based on the
requirements of local government agencies.

2 andditional Funds: These amounts are the minimum recommended levels to cover operating expenses,
including employee’s salaries, for the start-up phase of the business, which we calculate as 3 months.
We cannot guarantee that such an amount will be sufficient. Additional working capital may be required if
sales are low or fixed costs are high.

'3 |nitial Opening Promotion: You are required to conduct an Initial Opening Promotion upon the opening
of your outlet. You are responsible to spend $15,000 on this promation. You may choose to have your
Initial Opening Promotion managed by us. The fee for this service will be 25% of all expenditures.

' Total: This total is an estimate of your initial investment and the expenses you will incur during the first
3 months of operations. tn compiling this chart, we relied on our experience in establishing our company-
owned Outlets and Island Canada’s general experience in establishing franchises in Canada. The
amounts shown are estimates only and may vary for many reasons inciuding the size of your Outlet, the
capabitities of your management team, where you locate your Outlet and your business experience and
acumen. You should review these estimates carefully with an accountant or other business advisor
before making any decision to buy a franchise.
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As an Arez Developer we anticipate that vou will incur the following estimated initial expenditures in
addition to the costs associated with the establishment of your Island Ink-Jet Outiet.

ACTUAL OR TO WHOM
NAMES OF ESTIMATED METHOD OF VWHEN DUE PAYMENT IS
EXPENDITURES AMOUNTS FOR PAYMENT
TO BE MADE
YOU :
Area Development Fee” 310,000 1o Lump Sum Upon Signing Area Development Us
51,600,000 Agreement
Insurance? $300 1o $1000 As Arranged Before Beginning Operalions insurance Carrier
Office Equipment $200 1o §300 As Arranged Before Beginning Operations Third Parlies
& Supplies® :
Training * $1,000 As Arranged Before Beginning Cperalions ! Us
LegalfAcécounting $1,500 to $2,500 As Arranged Before Beginning Operations Third Parlies
TOTAL® 513,000 to
$1,603,800

Ali fees are non-refundable uniess otherwise specified to the contrary.
NOTES

! Arga Development Fee: You must pay us a devetopment fee based on the market potential of each
territory.

% |nsurance: Reguirements are described in greater detall in ITEM & of this Offering Circular. Factors that
rmay affect your cost of insurance include location of vour aperations and othér factors.-

? Office Equipment & Supplies: You must purchase general office supplies including stationary, business
cards and typical office equipment. Factors that may affect your cost of office equipment and supplies
include local market conditions, the size of the Outiet, suppliers and other factors.

* Training: Thé cost of training is $1,000 for the Area Developer training program. You are also
respensible for expanses for transportation, meais and other expenses while attending training. .

® Legal/Accounting; These amounts will be incurred for costs such as pre-construction, operating licenses

-and permits.  Your actual cosis may vary from the eslimates based on the requirements of local

government agencies.

° Total: This total is an estimate of your initial investment and the expenses you will incur during the first -
3 months of operations. In compiling this chart, we relied on our experience in establishing Area
Development rights in the United States and tsland Canada’s general experience in establishing Area
Development rights in Canada. The amounts shown are estimates only and may vary for many reasons
including the capabilities of your management team and your business experience and acumen. You
should review these estimates carefully with an accountant or other business advisor before making any
decision to buy Area Developmeant righs.

ITEM 8.
RESTRICTIONS ON SOURCES OF PRODUCTS AND SERVICES

Except as indicated below, you are not required to purchase or lease any goods, services, supplies,
fixtures, equipment, inveniory or real estate relating to the establishment or operation of your Island Ink-
Jet Outlet from us or our designees.




Franchise Package

As noted in ITEMS 5 and 7, we will provide you, and you are obligated to purchase from us, a Franchise
Package for a Customer Service Center, which includes equipment, inventory, fixtures, and training.
Included in Schedule 2 to the Franchise Agreement is a summarized list of products and services we
provide in delivering the Outiet to you. As a result of your purchase of the Franchise Package, we will
derive revenue equal to 100% of the price you pay. For our most recent fiscal year ended August 31,
20066, we received $3;837,680728,572 in revenue from franchisees in connection with the Franchise
Package, which represents ¥353% of our total revenue of $4-465,0431,357,499.

Additionally, as noted in ITEMS 5 and 7, you are requirec to conduct and conclude all construction in
connection with an in-line build-out.

Ongoing Products and Suppiies Purchases

All Island Ink-Jet bulk ink, refill kits, compatible ink jet cartridges, remanufactured laser toner cartridges,
and other products bearing our trademarks are supplied by us and our approved suppliers or agents and
must be purchased from us or our approved suppliers or agents on an ongoing basis. Other products,
such as original equipment manufacturer (OEM) ink jet cartridges and remanufactured ink jet cartridges
may be purchased from any approved vendors, inciuding the manufacturers. Other products, including
recycling centers, retail store displays, and other items may be purchased from us or any approved
vendors. Any products not purchased from us must be purchased from vendors approved by us and
must meet our specifications. You are prohibited from selling at the Outlet any brands of ink, toner, kits,
cartridges, or other products, which directly compete with lsland Ink-Jet brand products ar approved
products. We will respond in writing within 30 days from the receipt of a written request by you to selt
additional products not on the approved product ist. You are not authorized to designate or approve any
suppliers of products and services in your territory, including yourself, unless we expressly consent to the
same in advance and in writing. Due to the critical importance of ensuring the quality of the ink meets our
standards and the risk of patent infringement, istand is the only designated supplier of ink. The approved
product list provided by us may change from time to time since we have the right to discontinue certain
items and add other items. We receive a profit from the sale of these items, which is equal to what we
believe to be a reasonable wholesale mark-up for these items.

Specifications and Standards

We set specifications and standards in the Operating Manual for the operation of the Outlet, use of the
Marks, advertising content and maintenance and cleanliness of the Outlet.

Computer Hardware and Software

You will be required to purchase, use, maintain and update at your expense, a computer systern meeting
our current specifications. You will be responsible for all supplier andfor licensor charges for use,
maintenance, support and updates of and to the required computer system. Our computer hardware and
software requirements are more fully described in ITEM 11. You will also be responsible for (1)
subscribing to an internet service provider that wil provide a “DSL" or other broadband internet
connection for continuous data transmittal. Continuing with the antivirus subscription after the initial
subscription has ended; (2) upgrading your system within 30 days should we adopt software or

equipment that will require upgrading your hardware and software; and (3) you will also be required to

purchase an accounting software package that conforms with the Company's uniform accounting system
for all franchisees.
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As well, at such time that we implement a Point of Sale System software package; you will be required to
pay the one time software license fee plus the monthly mainienance and enhancement fees as well as

the hardware that meets the specifications of the software vendor.

Insurance

You must obtain and maintain, at your sole expense, the insurance coverage that we, the [ essor and the
terms of the iease require. Presently, we require comprehensive public liability insurance, product liability
insurance and motor vehicle liability insurance against ciaims for bodily and personal injury, death and
property damage caused by or occurring in conjunction with the set up and operation of the Outlet or your
conducting business pursuant to the Franchise Agreemeni. You must also carry property insurance to
keep the premises and iis contents insured against loss or damage by fire and such other risks covered in
the Standard Extended Coverage Endorsement, in an amount not less than 100% of the full replacement
cost of such assets, as well as any other type of coverage required under appiicable faw. All required
insurance policies must be issued by one or more insurance carriers acceptable to us. You must submit
a copy of your insurance to us prior to the opening of your outlet. Each insurance policy must (i) name us
and our Afiiliates as additional named insureds; (i) contain a waiver of all subrogation rights against us,
our Affiliates and any Successors and assigns; and (iii) provide thirty {30} day's prior written notice to us
of any material modifications, cancellation, or expiration of such policies. We reserve the right at any time
to implement a group insurance program that you wili be required to purchase your insurance through.

Credit Cards

You must have arrangements with Visa, MasterCard and other credit card issuers, and where applicable,
debit card issuers.

Miscellaneous

We may receive, from third-party suppliers’ rebates and other allowances as a result of your and other
franchisees' purchases. We retain the right to keep any such rebates and/or allowances. There are
currently no such arrangements in place.

We may negotiate group rates, including price terms, as appropriate, for purchases of equipment and
supplies necessary for the operation of the Outlet. There are no cooperatives that you are required to

join.

We estimate that approximately 40% to 60% of your expenditures for leases and purchases in
establishing your Outlet and approximately 15% to 45% of your expenditures on an ongoing basis will be
for goods and services which must be purchased from either us or an approved supplier, or in
accordance with our specifications. The cost of goods sold wilt vary with the products sold by you and
may range from 15% to 75%. The average product mix will result in a range of 15% to 45%.

Purchases of unapproved products or from unapproved suppliers in violation of the Franchise Agreement
will enfitle us, among other things, to terminate the Franchise Agreement.

15

[ ISLAND INK-JET UFOC V13.2



ITEM 8.
FRANCHISEE’S OBLIGATIONS

THIS TABLE LISTS YOUR PRINCIPAL OBLIGATIONS UNDER THE FRANCHISE AGREEMENT AND
THE AREA DEVELOPMENT AGREEMENT. IT WILL HELP YOU FIND MORE DETAILED
INFORMATION ABOUT YOUR OBLIGATIONS IN THESE AGREEMENTS AND IN OTHER ITEMS OF

THE OFFERING CIRCULAR.

; Area
I Franchise ITEM In the
Obligation Agreement D:;‘:;Z’:nr:ﬁ?t Offering Circular
a. Site selection and acquisition/isase 3 7 ITEMS 11 and 12
b. Pre-opening purchases/leases 3and9 Sand7 ITEMS 7 and 8
c. Site development and other pre- 3and 4 7and 14 ITEMS 6, 7 and 11
opening requirements
d. initial and ongoing training 4 6 ITEMS 6.7, 11
e. Opening 3and 4 Sand7 iTEM 11
f. Fees 8, 9, 10, 5 ITEMS 5, 6and 7
12, 14 and
17
g. Compliance with standards and 4and 9.1 7 ITEM 8
policies!Operating Manual
h. Trademarks and proprietary information 5and6 9 ITEMS 13 and 4
i Restrictions on products/services 32and 9 7,8, ITEMS 8 and 16
offered
j- Warranty and Customer service g 7 and 21.1 ITEM 16
requirements
k. Territorial development and sales None 7and12 iTEM 12
quotas
. Ongoing product/service purchases 9 7 and 8 ITEMS 8 and 11
m. Maintenance, appearance and 9 7 ITEMS 6 and 17
remodeling requirements
n. Insurance 9 7 ITEMS 6,7 and 8
0. Advertising 10 7 and B ITEMS 6 and 11
p. indemnification 7 11 ITEM B
q. Owner's participation/ 9.6 and 10 None ITEM 15
management/staffing
r. Records and reporis 11 7 and 12 ITEMS 9and 11
. Inspections and audits 7 ITEMS 6 and 13
t. Transfer 12 16 ITEMS Sand 17
i Rengwal 2 4 ITEM 17
V. Post-termination obligations 14 14 [TEM 17
A Non-competition covenants 6 10 ITEM 17
X. Dispute Resoiution 15.3 20 ITEM 17
v, Other {Lease Requirements) 3 None iTEM 11
ITEM 10.
FINANCING

We do not offer direct or indirect financing. We do not guarantee your lease or other obligations.

ISLAND INK-JET UFOC V13,2
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ITEM 11.
FRANCHISOR’S OBLIGATIONS

Except as listed below, we and/or the Area Developer need not provide any assistance to you.

A

Pre-Opening Assistance:

1. We will provide you with a complete Customer Service Center (excluding construction
and outfitting of an inline location), equipment and fixtures as summarized in Schedue 2 of the
Franchise Agreement. {Section 3.1)

2, We will provide an initial training program. This training is described in detail later in this
ITEM 11. (Section 4.1)

3. We, or our agent, may provide you with supervisory assistance and guidance in
connection with the opening of your Island Ink-Jet Outiet, until we determine that the Outiet is
functioning properly. We will not provide you with supervisory assistance and guidance for any
subsequent locations owned by you. (Section 4.3)

4. We, our Area Developer, or our supplier will assume the obligation of set-up of the kiosk
franchise location. (Section 3.1)

5. We will provide you, on ioan, one copy of the Island Ink-Jet Operating Manual, as more
fully described in Section 4.5 of the Franchise Agreement. The Table of Contents of the
Operating Manual, along with number of pages devoted to each section, is included as Exhibit D
to this Offering Circular. (Section 4.6)

Cngoing Assistance:

1. We will sell to you all products and supplies that bear our trademarks for resale by you to
the public. We will also make other products available to you for resale or use if you wish fo
purchase them. We will review non-competing products for compliance with our specifications
and review applications from your prospective vendors to become approvad vendors. {Section
3.2)

2. We will, from time to time, advise you of operating problems disclosed by reports
submitted to or inspections made by us. (Section 4.5)

3. We may furnish you with such guidance and assistance in connection with the operation
of your Outlet, as we deem appropriate with respect to:

a. the provision of services and saie of products;

b. purchasing approved equipment, products, operating materials and suppiies;

c. access to advertising materials developed through premational programs;

d. administrative, accounting, inventory control, sales and general operating

procedures for the proper operation of an Island Ink-Jet Outlet;

e. establishing and/or conducting employee training programs at the Outlet or other
location deemed convenient. (Section 4.5)

4, We may conduct an ongoing training program or convention once per year lasting up to 4
Cays at a reasonable charge. These training programs will be mandatory unless advised by us
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upon 80 days prior notice. You will be responsible for costs for transportation, accommodation
and applicable taxes. (Section 4.3)

C. Advertising and Promotion;

1. You must pay to us a Regional and National Marketing Fee of 4% of the total amount of
your monthly Gross Sales. The Marketing Fee is allocated as follows: 3% for regional
advertising and 1% for national advertising. We (or our designee) will administer the Regional
and National Marketing Fund as follows {Section 10.3):

a. The Marketing Fee shall be payable monthly, concurrently with the payment of
the Royalties, based on Gross Sales for the immediately preceding reporting period. We
shall have the right to require that you execute an Authorization Agreement for
preauthorized payment of Marketing Fees by electronic transfer of funds from your bank
account to the bank account designated by us. We will deposit any Marketing Fees
collected by us into one or more separate accounts. Upon written request by you, we will
make available to you, no fater than 120 days after the end of each calendar year, an
annual financial statement for the Fund that indicates how deposits to the Fund have
been spent. Any advertising funds not spent during the fiscal year in which they accrue,
will remain in the Marketing Fund Account and will continue to accrue through the
following fiscal year.

b. The Fund will be administered by us, in our sole discretion, and may be used for
production and placement of media advertising, direct respense literature, direct mailings,
brochures, collateral material advertising, surveys of advertising effectiveness, or other
advertising or public relations expenditures relating to advertising your services and
products and providing professional services, materiats and personnel to support the
marketing function; and to develop and monitor a website on the Internet or an internet
like service. We may reimburse ourselves a reasonable amount out of the Funds not to
exceed 15% of the Fund in one year for providing the services or advertising or marketing
staff and the costs of office supplies, telephone, advertising agency fees and other items
as we may deem necessary to administer the Fund. We also retain the right to place and
develop such advertisements and promotions and to market same, either directly or
through an advertising agency retained or formed for such purpose. We may cause the
Fund to be incorporated or operated through a separate entity, at such time we deem
appropriate, and such entity, if established, will have all rights and duties of us with
respect to the Fund as specified in this section. We undertake no obligation {o ensure
that the Fund benefits any particular franchise in proportion to its respective contribution.
The Fund’s primary purpose is to support sales by the entire Island Ink-Jet System and to
build brand identity.

We will not use any advertising funds to directly solicit new franchisees. Our company owned tstand Ink-
Jet Outlets do not contribute to the Fund on the same basis as franchisees.

You must fully participate in all promotional campaigns, prize contests, special offers, and other
programs, national, regional, or local in nature (including the introduction of new products, Outiet
openings, cross-promotions, or other marketing programs directed or approved by us), which are
prescribed from time to time by us. You shall be responsible for the costs of such participation. In
addition, you shall honor any coupons, gift certificates or other authorized promotional offers of Istand Ink-
Jet Systems (US) Inc. at you sole cost unless otherwise specified in writing by us. You must obtain our
prior writien approval of all written advertising or other marketing or promotional programs not previously
approved by us regarding your Outlet, including, without limitation, “Yellow Pages” advertising,
newspaper ads, flyers, brochures, coupons, direct mail pieces, specialty and novelty items, radio and
television advertising, and internet “Web" pages. Any proposed writien advertising or a description of a
marketing or promotional program not previously approved by us shall be submitted for approval to us,
not to be unreasonably withheld, at least 15 days prior to publication, broadcast or use.
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.2 You must maintain, at your expense, a telephone number that must be listec in the yeliow
and white page telephone directories applicable {o the area in which your Istand Ink-Jet Outlet is
located. We may run a group listing of all Outlets if the same directories serve other franchisees.

3. You must have internet access and an email account. Details of these connections must
be provided to us for two-way communication purposes. Access charges vary by geographic
location. Costs may also change significantly due to rapidly changing technology.

4. You are responsible for coordinating and carrying out your Initial Opening promotion.
The amount you are required to spend is $15,000. You are also responsible to submit evidence of
the expenditures on a timely basis as we direct.

a. You must arrange for production of and placement of all Initial Opening
advertising, including but not limited to radio, television, newspaper and magazine ads,
promotions, give-aways, flyers, banners, posters.

b. We, in our sole discretion, will have final approval on all advertising promotions.

C. You may, at your discretion, choose to have your Initial Opening promotion
managed by us, in which case we will arrange for the preparation and distribution of
approved advertising and prometional materials in your local area. The fee for this
service will be up to 25% of total expenditures.

d. You must not engage in any promotional activities or sell the Approved Products
and Services or similar products, accessories or services, whether directly or indirectly,
through the internet, the World Wide Web, or any other similar proprietary or commaon
carrier electronic delivery system (collectively, the “Electronic Media”); through catalogs
or other mail order devices sent or directed to customers or prospective customers
located anywhere; or by telecopy or other telephonic or electronic communications,
including toli-free numbers.

There are presently no advertising councils or local or regional advertising cooperatives. [f an advertising
cooperative is formed by our franchisees and approved by us, you must agree to contribute to the
cooperative the amount agreed upon by a majority of the members of the cooperative, to pay that amount
to the advertising cooperative and the times agreed upon by the majority, and abide by the cooperative’s
rules. The cooperative will determine who will administer the cooperative. The written governing
documents will be available for review by you. Cooperatives need not prepare annual or periodic
financial statements, but If they are prepared, they may be reviewed by you. We will not have the power
to require cooperatives to be formed, changed, dissolved or merged.

D. Computer System:

You will be required to purchase, use, maintain and update at your expense, a computer system which
meets our current specifications. You will be responsible for all supplier and/or licensor charges for use,
maintenance, support and updates of and to the required computer system.

As of the date of this offering circular, we require you to have a computer system with the foliowing
minimum standards: '

CPL: AMD or inte! Processor at 2.4 GHz or faster

RAM: minimum 512 MB DDR or mare

Hard Drive: 40 GB or larger

Optical Drive:  Minimum: CS-RW-DVD combo/Recommended: CD-DVD-RW

Sound: 16 bit stereo sound or better
Speakers: shielded stereo computer speakers
19

| ISLAND INK-JET UFOC V13,2



Video Memory: 64 MB or more

Display: Minimum 15" Flat Screen Monitor (kiosk type dependant)

Network: Minimum 10/100 Base-T wired Ethernet card

Serial Port: PCl Serial Port

USB Port: Minimum internat 6-port USB and/or external USB hub {un-powered)
Modem: ONLY if high speed not avaitable — internal 56K, V.92 compliant modem
0s: Windows XP Pro (XP home is not to be used)

Cooling: It is strongly recommended that additional internal cooling fan be utilized
Software: MS Small Business Edition '
Antivirus: PC-Cillin Anti-virus with internet security

Keyboard: Generally comes with the system

Mouse: Your choice

You will use this computer for general office and administrative functions and for internet access
pertaining to the day-to-day operations of your Istand Ink-Jet franchise. '

You will also be responsible for the following:

e Subscribing to an internet service provider that will provide a “DSL" or other broadband
internet connection for continuous data transmittal. Dial-up connections will only be
permitted where there is no DSL service available in your area. Should Dial-up be the your
only option , you must purchase a modem for your system we must be notified in advance so
that we can provide you with a 56K modem.

 Continuing with the antivirus subscription after the initial subscription has ended.

« Upgrading your system within 30 days should we adopt software or equipment that will
require upgrading your hardware and sofiware.

You will also be required to purchase an accounting software package that conforms with the Company’s
uniform accounting system for all franchisees.

We will not have any liability and/or obligation {and neither will you make any claims) about any failures,
errors or any other occurrences relating to any computer or system hardware or software without an
express written warranty from us, even if recommended or specified by us. We do not provide technical
support for the usage of your system or third party software including but not limited to Windows XP and
MS Small Business Addition.

At such time that we implement a Point of Sale System software package; you will be required to pay the
one time software license fee plus the monthly maintenance and enhancement fees as well -as the
hardware that meets the specifications of the software vendor. The Paint of Sales System will be used
for sales, inventory tracking, customer service, billing, and reporting. You will be required by' us to
transmit data, reports and other requested information to us electronically. You will be required fo
maintain your systems on-line to allow us access to system data and information when required. The

- estimated initial cost for this system ranges from $2,000 to $6,000 and an estimated monthly fee ranging
from $50 to $100. These fees may increase due to vendor price increases andfor inflation adjustments or
software upgrades.

E. " Methods Used to Select the Location of the Outlet:

You will be the leaseholder. You must sign a franchise agreement before signing a lease under the
Trade Name “Istand Ink-Jet”. The Location must conform to our then current requirements for a
franchised Outlet. The factors that we consider in acceptance of the site include area of the ;ite which
includes population density, traffic patterns and neighborhood, as well as physical characteristics of the
| premises such as size and tayout. We evaluate each proposed -site and accept or do not accept each
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