KidzArt®

| '

15.10 You acknowledge that you took no part it ' reldpiigidd no prior knowledge
of, and have no rights or claims in or to any eleM@BﬂﬁﬁEfﬁE@t@gn@E)u agree that all matenals
loaned-er, licensed, or made available to you will be kept confidential by you and wiH-remain

theour property-ef-KidzA+t.

25

~KIDZART 26652006 FA
CHGO1:36549582-30766562.v1




KidzArt®

m) mlLadp m;plgnlel_l_u_ia_s_ﬂnah%memmjnmthmi

SECTION 16 -CONDEMNATION AND CASUALTY

16.1 You may operate from your home or office, but if your home is damaged or destroyed, or
you are not able to operate for any reason, the minimum monthly royalty will continue to be due_
with no interruption, except up-te-3-menths-upon written approval from KidzAxtus.

SECTION 17 -RESTRICTIONS ON COMPETITION

17.1 During the MW&&WMM
owners (if vou are an Entity) shall not directly or indirectly, individually or through corporations,

partnerships, trusts, associations, joint ventures, unincorporated businesses, or any other business
entity, perform any services for, engage in or acquire, be an employee of, have any financial,
beneficial or equity interest in, or have any interest based on the profits or revenues of, any
business providing art or drawing instruction or similar creative services, wherever located or
operatmg Fora perlod of QLQ; years followmg Lb_ls__xé_xgggm“puatlon or temnnatlon of

Ml\w 1nterests thlbugd_abg_m_m or engage in saeh;_l;g
activities prohibited above for, any business providing art or drawing instruction or similar
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serv1ces and operatmg within the Terrltory or within 25 mlles of any KldzArt® Ofﬁce#

mﬁlmn

17.2 Nothing in this Section will prevent any active officer of yours or member of your family,
either 1nd1v1dually or collectlvely, from ownlng not more than a total of 5% of the steek—ef—aﬂy-

17.4 +75-You acknowledge that, as a KidzArt® franchisee, you will have access to KidzArt®
Trade Secrets and cenfidential-praeticesConfidential Information and therefore be in a unique
position to use the special knowledge you will have gained while a franchisee. You acknowledge
that a breach of the covenants contained in this Section 17 will be deemed to threaten immediate
and substantial irreparable injury to KidzAstus. AeceerdingtyTherefore, you agree that KidzAst-
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wilwe have the night, without prior notice to you, to obtain immediate injunctive relief without
limiting any other rights or remedies.

17.5 1F6-Jn-the-event-thatl{ you are net-an individualEntity, this Section will17 also will apply
to theyour owners, officers, directors, stoekhelders;-trustees, beneficiaries, and/or principals ef

yvou—-the—franchisee;-and any persons controlled by, controlling, or under common control with
you.

SECTION 18 -TERMINATION OF LICENSE

18.1 Termination by you.

If you are in substantial compliance with this Agreement and KidzAst-breackeswe breach this
Agreement and failsfail to cure the breach within thirty (30) days after you deliver a written
notice of the breach is-delvered-to KidzAsrt-by-youys, you may terminate the License and this
Agreement, effective ten (10) days after-the delivery to-KidzAst-of awritten notice of termination_
fo us. There are no other provisions in this Agreement that grant you the right to terminate the
License and this Agreement, and anyyour termination of this Agreement-by—yeu other than in
accordance with this AgreementSubsection 18.1 will be considered a termination without cause_
and your breach of this Agreement.

Should you terminate the License and this Agreement in compliance with this Subsection, you
arerequired-tostill must comply with the termination procedures as-set forth in Subsection 18.4.

18.2 Termination by KidzArt-witheut Netice.
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e a licensed participant in the System; and yeu-wil} :

cease to b
A.  Promptly pay KidzA+tus all amounts ewing-by-you owe us based on eperationsyour |
operation of the Office through the date of termination or expiration plus interest at +8%%- |

per-annumthe rate described in Subsection 7.3;

~KIDZART 20052000 FA
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E.  €-Make no representation nor state that you are in any way approved, endorsed, or
licensed by ¥KidzAstus or associated or identified with the KidzArt® System in any
manner;

E.  DB-Immediately take all steps necessary to amend or terminate any registration-or
ﬁhﬂg—e{'—aﬂy—éib#aassmned or ﬁctltxous name er—aﬂy—eﬂqer—reuﬁ%fa'&eﬂ-ef—ﬂmg—eeﬁfaimﬁg—

G EProvide KidzA+tUpon our request, comply with the option to purchase required-
byrights specified.in Section 20; and

18.4 18-7Expiration or termination of this Agreement will not affect, modify, or discharge any
claims, rights, causes of action, or remedies w have against you, whether
such claims or rights arise before or after explratlon or term1nat10n

SECTION 19 -ASSIGNMENT
19.1 General.

None of your rights under this Agreement or the License granted, all of which are personal in
nature_to vou, may be the subject of any pledge, lien, levy, attachment, or security arrangement;
or acquired through execution, foreclosure, or lkea similar action. None of your rights or
obligations under this Agreement or the License granted are assignable or transferable (including
by will, declaration of or transfer in trust, or under the laws of intestate succession) without our
prior written consent and comphance in all other respects w1th the terms of this Section. If you
are st , DT

Mmg mterest in the genefai—pafmash{p—kmqﬂeé—pﬁmﬁslﬂp—ﬂ—eefpefa&eﬁ is
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assignable or transferable without our prior written consent, which will not be unreasonably
withheld if you comply m—al-l—eﬂaer—fespeefs—wnh the terms of this Section._The KidzArt® Office
as € ement. Any purported action contrary to

19.2 Conditions to Assignments and Transfers.

NeWe v Wi l! gg; ggg;ggg g transfer or assrgnment of this Agreement w&ﬂ—beapyweved—%%é%ﬂ-

A.  There bejs no_outstanding default in the performance or observance of any of your
obligations under this Agreement or any other agreement with KidzA+rtus.

B.  You have settled all outstanding accounts with KidzAstus, and you (and-every-

principal-of-your-corporation—or—other-entity_your owners. if vou are an Entity) have
executed a general release m_aian_satls.fathgg o us of—IGdzArt—aﬁé—&H—eﬁneipals—ei—

C.  The proposed transferee pays Ki a-TFranster feetn-the- 2:500-000
oL I 5 %) of itial franchise f
for the type and size of territory being transferred, unless the transferee is;-;

; A_g__E__ntrtx of Whlch you or a

D. The proposed transferee will—execute—a—separate—FEranchise—Agreement—with-
KidzAst—usingsigns our then current form of Franchise Agreement, any and all of the
terms of which may differ materially from those contained in this Agreement, including,
without limitation, a modified Territory (which may be smaller than the Territory granted

under this Agreement:) and increased minimum Gross Revenues number.
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E.  The proposed transferee will-pay(or its managing owner) pays for, attendattends,
and satisfactorily eempletecompletes the training program for new franchisees-unless;

personal guaranty Jorntly and severally guaranteeing the performance of the proposed
transferee’s obligations.

G. The proposed transferee will-have-demenstratedor its owners demonstrates to our
satisfaction that he or she We@%meets our standards applicable to new
franchisees regarding experience, personal and financial reputation and stability,
willingness and ability to devote his or her full time and best efforts to the operation of
the franchised business, and any other conditions as—we—may reasonably apply in
evaluating new franchisees. We must be—providedreceive all information about the
proposed transferee asthat we—mmay reasonably require. Because of the confidential
information available to a franchisee, no assignment to a competitor of KidzArt® will be
permitted.

H. The parties to the proposed transaction will have entered a binding agreement
subject only to theour rights-efKidzArt—KidzAst-will-be-furnished, You must send us a
copy of this binding agreement (a “Purchase Offer”), and kKidzA+twe must waive in
writing #sour rights under Section 20. You will advise each prospective transferee of this
provision and the other terms of this Agreement.

193 If you are an 1nd1v1dual and you de51re to transfer your rlghts under this Agreement to a-
rite 3 at you will newly

form and of Wthh you w111 be a majorlty

and/er-an-exeecutrve-officerowner, you may do so only if:

A.  Your name remains on this Agreement and the

company;-partnership-or-trustEntity is added as a co- ~Franchise;

B.  You continue to devote your full time and best efforts to manage the Office’s day-
to-day operations ef-the—franchised-business-unless you have an-operational-partner-eor-

manager-approved-by-¥kadzAxta different Managing Owner we approve;

C. The 2 : rustEntity’s
activities beare conﬁned excluswely to operatmg the #&Hehrseekbusmessﬂfﬁg_e and
D. The Enfity and all

etficersowners srgn an agreement with K}dﬁ&ﬁns assummg Jomtly and severally all your
obligations under this Agreement.
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It 1s expressly understood that %hegm;;g assumptlon of your obligation by-any-ecorporation;
i3 mpan : greemen does not 11m1t your personal

obhgatlons under th1s Agreement— and that youand the m;;

will be jointly and severally liable.

our g@;;gg;gg as 1ggg as 11_1;; g;gggggd ;mnsfemﬁ_meﬁt& g@&ﬁ__Quthe,gmnemems.sstomL__m.
Subsection 19,2, If you die and your personal representative does not desire to sell the Office,
and if under controlling lecal-law your interest in the Office, the License, and_this Agreement are
distributable to heirs or legatees who are members of your immediate family and who otherwise
would qualify as assignees, then; such attempted assignment by operation of law will not be
deemed ina violation of this Agreement, provided that such heirs or legatees accept the
conditions imposed on otherwise permitted assignees.

19.5 19-6-You will not have the right to grant a subfranchise.

SECTION 20 -OPTION TO PURCHASE

20.1 Unless otherwise explicitly provided by this Agreement, KidzAst-will-be-entitled-towe may
exercise the rights provided in this Section immediately upon:

A.  The expiration witheut-renewal-ortheor termination for-any-reason-of-the License-
orof this Agreement_for any reason;
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B.  Any breach, default, or other event that gives KidzAstus the right to terminate the-
Liecense-or-this Agreement; or

C.  TheOQur receipt by KidzAst-of a copy of a Purchase Offer.

20.2 Upon any event described in Subsection 20.1, KidzAsrt-willwe have the option to purchase
all of your rights, title, and interest in the Office;-and; all its improvements, furniture, fixtures,
equipment and products;; and all of your-aeeounts;—contract-rights—customer-and—vendortists;-

work-in-progress-and other business assets.

20.3 The purchase price for assets itemized in Subsection 20.2 will be the current fair market
value if Subsection 20.1A or 20.1B is applicable or the price specified in any written—purchase-
efferPurchase Offer received by you if Subsection 20.1C is applicable. If youwe and KidzAstyou
cannot agree on fair market value within a reasonable time, an independent appraiser will be
designated by each of us, and those two appraisers will jointly choose a third appraiser. An
average of the 3 appraised values will be binding. Appraised values will exclude any and all

consideration ferof any goodwill or going concern value created by your assocjation with the
Marks-and-bustness-system-licensed-to-you, the Svstem, and our brand.

If KidzArteleetswe elect to exercise any option to purchase provided in this Subsection, KidzAsrt-
will-have-the-right-tewe may set off all amounts due from you under the Franchise Agreement
and the cost of the appraisal, if any, against any payment.

20.4 kadzArtWe will notify you of #sour intention to exercise itsour rights to purchase (a
“Notice of Intent”) within 6030 days feHewingafier an event described in Subsection 20.1. The
Notice of Intent will specify the assets to be purchased and thewhat we believe their fair current
market value as-determined-byKidzAxito be. You will have 14 days following receipt of our
Notice of Intent to object to %Mwmﬁwe%eﬁqwﬂ%y@g&m&

value determination. Any disputes over pricing will be resolved through appraisal as specified in
Subsection 20.3. If KidzArt-dechneswe decline to exercise #sour rights under this Section

within 6030 days, you may thereafter sell or dispose of the franchised business to a third party,
but not at a lower price nor on more favorable terms than those set forth in the Purchase Offer, if
any, and subject to theour prior written permission-efKidzAst and satisfaction of the other
conditions to assignment set forth in Section 19.

20.5 The purchase and sale contemplated in this Section will be consummated as soon as
practicable. Following the delivery of a Notice of Intent as specified in Subsection 20.4,
KidzArtwe or #sour designee will have the right to take possession of the Office and to carry on

and develop the franchised business for theour or our designee’s exclusive benefit-of KidzAst-or-
20.6 1f we elect not to exercise #sour option to purchase under

this Sectmn the prov131ons of Section 19 will apply to any proposed transfer-by-you.
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SECTION 21 -BANKRUPTCY OR INSOLVENCY

You will be deemed {o be in default under this Agreement, and all rights granted keretnunder this
Agreement will terminate automatically-terminate without notice, in the event of the following:

A.  You become insolvent or make a general assignment for the benefit of creditors;
B.  You file a petition for bankruptcy; or do not oppose a petition filed against you;

C.  You consent to the filing of a receivership or other custodianship for your business
assets;

D. ¥eu-havelhere is instituted by or against you a proceeding for a composition with
creditors under any state or federal law;

E.  You have a final judgment filed against you which remains unsatisfied or of record
for 30 days or longer (unless_a supersedeas bond is filed);

F. You are dissolved;

G.  An execution is levied against your franchise or property contained in the Office, or
a suit to foreclose any lien against the Office or equipment is instituted against you and
not dismissed within 30 days, provided that this provision will not apply if a supersedeas
bond is timely filed; or

H.  Your Office’s property is sold after levy by any-sheriff, marshal, or constable.

SECTION 22 -MISCELLANEOUS

22.1 Relationship of Parties.
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22.2 No Conflict with Other Agreements.

You represent that you are not a party to or subject to agreements that might conflict with the
terms of this Agreement and agree not to enter into any conflicting agreements during the
License Term.

22.3 Cost of Enforcement.

If KidzAsrt—ineurswe incur costs and expenses in enforcing this Agreement against you due to
your failure to comply with this Agreement, you agree, whether or not KidzArt—initiateswe
initiate a formal legal proceeding, to reimburse KidzAstus for all of the costs and expenses that
KidzAst—ineurswe incur, including, without limitation, reasonable accounting, attorneys’,
arbitrators’, and related fees.

22.4 No Waiver.
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22.5 Entire Agreement; Amendments.

The preambles and exhibits are a part of this Agreement which, together with the System
standards,_specifications, and_operating procedures contained in the Manual (which may be
periodically modified), constitutes our and your entire agreement, and there are no other oral or
written understandings or agreements between us and you, or oral or written representations by
us, relating to the subject matter of this Agreement, the franchise relationship, or the Office (any
understandings or agreements reached, or any representations made, before this Agreement are
superseded by this Agreement). You may not rely on any alleged oral or written understandings,
agreements, or representations not contained in this Agreement.

Any policies that we adopt and implement from time to time to guide us in our decision-making
are subject to change, are not a part of this Agreement, and are not binding on us. Except as
expressly provided in this Agreement, nothing in this Agreement is intended or deemed to confer
any rights or remedies upon any person or legal entity not a party to this Agreement.

mg_ﬂg;@,__n_g change termmatlon or waiver of any prov151on of thlS Agreement and no
consent or approval under this Agreement, will be binding upon you or KidzAstus or effective
unless in writing signed by you and KidzA+t’sour President or Vice President, except that a
waiver need be signed only by the party waiving.
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22.6 Severability.

GOVERNED BY THE FEDERAL ARBITRATION ACT. THE UNITED STATES
TRADEMARK ACT OF 1946 (LANHAM ACT, 15 U.S.C. SECTIONS 1051 ET SEQ.), OR.
R { i i Wi \ 1 1V]

A

A
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22.8 Arbitration.

KidzArtWe and you agree that, except for controversies, disputes, or claims related to or based
on improper use of the Marks or confidential information, all controversies, disputes, or claims
between KidzArtus and itsour affiliates,_and our and their respective shareholders, officers,
directors, agents, and/or employees, and you (and/or your owners, guarantors, affiliates, and/or
employees) arising out of or related to:

(1) this Agreement or any other agreement between you and KidzAstus;
(2) KidzAstsour relationship with you;

(3) the validity of this Agreement or any other agreement between you and
KidzAstus; or

(4) any aspect of the System;

must be submitted for binding arbitration, on demand of either party, to the American Arbitration
Association. The arbitration proceedings will be conducted by one arbitrator and, except as this
Subsection otherwise provides, according to the then current commercial arbitration rules of the
American Arbitration Association. All proceedings will be conducted at a suitable location
chosen by the arbitrator that is within New-Braunfels;—Texasten (10) miles of the franchisor’s
then current principal business address. All matters relating to arbitration will be governed by
the Federal Arbitration Act (9 U.S.C. §§ 1 et seq.). Judgment upon the arbitrator’s award may be
entered in any court of competent jurisdiction.

The arbitrator has the right to award or include in his or her award any relief which he or she
deems proper, including, without limitation, money damages (with interest on unpaid amounts
from the date due), specific performance, injunctive relief, and attorneys’ fees and costs,
provided that the arbitrator may not declare any Mark generic or otherwise invalid or award any
punitive or exemplary damages against either party (kidzAstwe and you hereby waiving to the
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fullest extent permitted by law any right to or claim for any punitive or exemplary damages
against the other).

kidzArtWe and you agree that, in any arbitration proceeding, each must submit or file any claim
which would constitute a compulsory counterclaim (as defined by the Federal Rules of Civil
Procedure) within the same proceeding as the claim to which it relates. Any claim whiehthat is
not submitted or filed as required is forever barred. The arbitrator may not consider any
settlement discussions or offers that might have been made by either you or KidzAstus.

KidzArtWe and you agree that arbitration will be conducted on an individual, not a class-wide,
basis and that an arbitration proceeding between KidzAstys and #tsour affiliates, and our and their
respective shareholdersgwners, officers, directors, agents, and/or employees, and you (and/or
your owners, guarantors, affiliates, and/or employees) may not be consolidated with any other
arbitration proceeding between KidzAsxtus and any other person.

Despite the parties’ agreement to arbitrate, KidzAstwe and you each have the right in a proper
case to seek temporary restraining orders and temporary or preliminary injunctive relief from a
court of competent jurisdiction; provided, however, that KidzArtwe and you must
contemporaneously submit thetrour dispute for arbitration on the merits as provided in this
SeetionSul o

The provisions of this SeettenSubsection are intended to benefit and bind certain third party non-
signatories and will continue in full force and effect subsequent to and notwithstanding this
Agreement’s expiration or termination.

22.9 Notices.

All written notices, reports, and payments permitted or required to be delivered by this
Agreement or the Operattons-Manual will be deemed to be delivered:

1. at the time delivered by hand;
2. at the time delivered via computer transmission;

3. one (1) business day after transmission by facsimile or other electronic
system if the sender has confirmation of successful transmission;

4. one (1) business day after being placed in the hands of a nationally
recognized commercial courier service for next business day delivery; or

5.  three (3) business days after placement in the United States Mail by
Registered or Certified Mail, Return Receipt Requested, postage prepaid.

Any notice to us must be sent to the address specified on the first page of this Agreement,
although we may change this address for notice by giving you fifteen (15) days’ prior notice by
any of the means specified in subparagraphs (1) through (5) above. Any notice that we send to
you may be sent to a single person_(such as your Managing Owner), even if you have multiple

owners, at the address specified on the first page of this Agreement or in any communication
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from you to us. You may change the address for notice only by giving us fifteen (15) days’ prior
notice by any of the means specified in subparagraphs (1) through (5) above.

Any required payment or report whichthat we do not actually receive during regular business
hours on the date due (or postmarked by postal authorities at least two (2) days before then) will
be deemed delinquent.

22.10 Certain References.

References to days, weeks, and months mean calendar days, weeks, and eatendar-months_unless
otherwise specified. References to persons mean legal entities as well as natural persons.
Whenever the pronoun “he” or “his” is used hereinin this Agreement, it refers to masculine,
feminine, and neuter genders and also singular and plural. Except as otherwise specifically set
forth in this Agreement, this Agreement will inure to the benefit of and be binding on you and
KidzAsrtus and our and your respective heirs, executors, administrators, personal representatives,
successors and assigns,

22.12 22 31+-Acknowledgment.

YOU ACKNOWLEDGE THAT YOU HAVE CONDUCTED AN INDEPENDENT
INVESTIGATION OF THE KIDZART® SYSTEM AND RECOGNIZE THAT THE
BUSINESS VENTURE CONTEMPLATED BY THIS AGREEMENT INVOLVES
BUSINESS RISKS, AND SUCCESS WILL BE LARGELY DEPENDENT UPON FHE-
ABHITY-OF-Y¥OUYOUR ABILITIES AS AN INDEPENDENT BUSINESS PERSON.

KIDZARF-FEXAS; EEEWE EXPRESSLY BI IMSDISCLAIM THE MAKING OF,

AND YOU ACKNOWLEDGE THAT YOU HAVE NOT RECEIVED_OR RELIED UPON,
ANY WARRANTY OR GUHARANTEEGUARANTY, EXPRESS OR IMPLIED, AS TO
THE POTENTIAL VOLUME, PROFITS, OR SUCCESS OF THE BUSINESS VENTURE
CONTEMPLATED BY THIS AGREEMENT.

YOU ACKNOWLEDGE THAT YOU HAVE RECEIVED A COPY OF THE COMPLETE
KIDZART® FRANCHISE AGREEMENT AT LEAST 5 BUSINESS DAYS PRIOR TO
THE DATE ON WHICH THIS AGREEMENT WAS EXECUTED. YOU FURTHER
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ACKNOWLEDGE THAT YOU RECEIVED THE KIDZART® UNIFORM FRANCHISE
OFFERING CIRCULAR AT LEAST 10 BUSINESS DAYS PRIOR TO THE DATE ON
WHICH THIS AGREEMENT WAS EXECUTED.

YOU ACKNOWLEDGE THAT YOU HAVE READ AND UNDERSTAND THIS
AGREEMENT AND THAT KIDZARTF-HASWE HAVE ACCORDED YOU AMPLE
TIME AND OPPORTUNITY AND HASHAVE ENCOURAGED YOU TO CONSULT
WITH ADVISORS OF YOUR OWN CHOOSING ABOUT THE POTENTIAL
BENEFITS AND RISKS OF ENTERING INTO THIS AGREEMENT.

This entire Agreement, including corrections, changes, and all attachments and addenda, will
only be binding upon KidzA+tus when executed or initialed by KidzAst’sour President or Vice-
President.

[Signature Page Follows]
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You—and KidzArt—intendinglntending to be legally bound, we and vou have duly executed,
sealed, and delivered this Agreement in duplicate this day of
20 .

Franchisee, Individually

Franchisee, Individually

and/or as an officer or partner of

By:
(Signature)
Title:
A Corporation
Partnership

limited liability company

KidzArt Texas, LLC
President
Date
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