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LIQUID CAPITAL
FRANCHISE AGREEMENT

THIS FRANCHISE AGREEMENT (“Agreement”) is entercd into as of the day of 200__
by and among LIQUID CAPITAL OF AMERICA CORP., a corporation formed under the laws of the
State of Delaware {“Franchisor”), and ‘ ., a
formed under the laws of the State of (hereinafter referred to as the “Franchisee™).’

RECITALS

WHEREAS, Franchisor has the right to use and license the use of the Liquid Capital System for
- the operation of businesses offering factoring and financial services; and

WHEREAS, the distinguishing features of the Liquid Capital System include, without limitation,
proprietary methods and procedures, information technology systems, identification schemes, products,
management programs, staffing, sales strategies, advertising programs, standards, specifications and
trademarks, service marks and confidential and proprietary information; and

WHEREAS, businesses using the Liquid Capital System operate under various Marks, including
the trade name and service mark “Liquid Capital”; and

WHEREAS, Franchisee desires to acquire from Franchisor a franchise for the right to operate a
Liquid Capital Business upon and subject to the terms and conditions of this Agreement; and

WHEREAS, Franchisor desires to enter into this Agreement in reliance upon the representations,
warranties and covenants, and the business skill, financial capacity and character, of Franchisee and its
Principals;

NOW THEREFORE, for good and valuable consideration, the receipt and sufficiency of which are
héreby acknowledged, the parties hereto do hereby agree to be bound as follows:

Article L. DEFINITIONS AND CONVENTIONS
Section 1.01  Definitions

«Account” shall mean a right to payment of a monetary obligation, whether or not eamed by
performance, and shall include any “accoun » as defined in Article 9 of the UCC in effect on the Effective
Date of this Agreement, provided that if any amendment to the definition of “account” contained in such
Article 9 shall thereafter become effective and shall amend such definition so as to include any. additional
property not included in such definition prior tothe effective date of such amendment, then, and in each
such case, the definition of “Account” as used in this Agreement shall be deemed to be automatically
amended, as of the effective date of such amendment, to include, in addition to any property theretofore
included, all such additional property.

«Account Debtor” shall mean the obligorona F actored Account.

“Additional Charges” shall mean the discount fee due for each additional day in excess of the
base number of days (as provided in the Purchase and Sale Agreement) that a Receivable is outstanding.
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«Advances” shall mean the principal amount of all advances, and other extensions of credit-or
other financial accommodations made to or on behalf of a Client pursuant to the Purchase and Sale
Agreement, and all other amounts, including, without limitation, attorney's fees (other than interest or
other compensation) chargeable to the Client pursuant thereto. '

«Affiliate” shall mean any Person, directly or indirectly, controlling, controlled by or under
common control with another Person.

“Anniversary Date” shall mean the same mbnth_ and day of the Effective Date for cach
succeeding year thereafter, provided that if the Effective Date is February 29 of any year the Anniversary
Date is March 1 for any year in which February 29 does not occur.

«Back Office Support Services” shall mean those administrative and other services more fully set
forth in the Rules and Regulations as modified from time to time (provided, that no such modification
shall alter a Franchisee’s fundamental status and rights under this Agreement, any Participation
Agreement or any Confirmation of Transaction) which support the relationships of Liquid Capital
Franchisees with their respective Clients and the interests of Liquid Capital Franchisees under the
Participation Agreements and Confirmations of Transaction. They include the verification, servicing,
administration and collection of Client Accounts under the Purchase and Sale Agreements between
Clients and the Exchange and the administration of and accounting for Advances, fee receipts, and
payments under all Participation Agreements and Confirmations of Transaction. :

“Back Office Services Fee” shall mean a processing fee paid by the Participants in a Funding

_ Transaction in an amount equal to the greater of (i) a percentage (not to exceed 0.75%) of the Accounts

represented by the invoices listed on a Schedule of Accounts or (ii} Five Dollars ($5.00) multiptied by the

number of such invoices. Each Participant shall pay its share of the Back Office Services Fee in
proportion to its Participation Percentage.

«Back Offices Services Fee for Spot Factoring” shall mean a processing fee paid by the
Participants in a Funding Transaction for Spot Factoring as follows: (i) for invoices which are less than
Sixty Thousand Dollars ($60,000), an amount equal to the greater of (a) 0.50% of the invoice amount or
(b) One Hundred Dollars ($100) per invoice and (ii) for invoices which are Sixty Thousand Dollars
($60,000) or more, an amount equal to Three Hundred Dollars ($300), plus 0.125% of the invoice
amount. : ‘ :

“Basic Operational Training Course” shall have the meaning set forth in Section 7.01.

“Business Day” shall mean each day other than a Saturday, Sunday, U.S. holidays or any
other day on which the Federal Reserve is not open for business in the United States.

* “Change of Control” shall mean the acquisition of a Controlling Interest in Franchisee.

“Client” shail mean any Person who executes a Purchase and Sale Agreement or other agreement
for the provision of factoring or related financial services with Exchange (or any other service provider
recognized and approved by Franchisor, including Franchisor, an Affiliate of Franchisor, or any designee
thereof) who is acknowledged as a client of Franchisee by Franchisor in writing pursuant to the Rules and
Regulations. Reference to “Clients” shall be to the Clients of all Liquid Capital Franchisees.
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“Client Obligations” shall mean the unpaid balance of Advances (referred to as “Net Cash
Employed” in the Purchase and Sale Agreement), including accrued but unpaid fees and other charges
thereon, together with any and all other obligations of Client under the Purchase and Sale Agreement. -

“Collateral” shall mean all collateral and guarantees received by or granted to Exchange pursuant
to a Purchase and Sale Agreement or otherwise securing all Client Obligations.

“Computer System” shall mean the computer hardware and software (including all upgrades,
modifications and enhancements thereto) that Franchisor requires from time to time for the operation of
the Liquid Capital Business. :

«Confidential Information” shall mean Franchisor’s confidential, proprietary information or trade
secrets (including, but not limited to, the Rules and Regulations and other contents of the Manual).

“Confirmation of Transaction” means the form, as published in the Ruies and Regulations, which
is executed by Franchisees that wish to participate in Spot Factoring Arrangements and which sets out the
terms under which Spot Participations are to be acquired.

“Control” (including the correlative meanings, the terms “controlling”, “controlled by” and
«ynder common control with™) shall mean the possession by any Person, directly or indirectly, of the .
power to direct or cause the direction of the management and policies of another Person, whether through
the ownership of voting securities, by contract, proxy or otherwise.

; “Controlling Interest” shall mean an ownership interest in Franchisee of more than forty-nine
percent (49%) or such lesser percentage interest as may be determined by Franchisor to constitute
“Control”.

“Controlling Principal” shall mean any Principal who has been designated by Franchisee and
approved by Franchisor as Franchisee’s Controlling Principal.

“Controlling Principal’s Designee” shall ‘mean the individual designated by Franchisee and
Franchisee’s then-current Controlling Principal in writing to Franchisor to succeed to the interest of such
then-current Controlling Principal upon his or her death or Permanent Disability, provided that such
individual is acceptable to Franchisor and completes to Franchisor’s sole satisfaction Franchisor’s Basic
Operational Training Course not later than ninety (90) days following the date of death or determination
of Permanent Disability of the former Controlling Principal.

“CPI” shall mean the Consumer Price Index for all Urban Consumers {CPI-U) for the U.S. City
Average for All Items, 1982-34 = 100.

“Default” shall mean an event or condition that constitutes, or with the lapse of any applicable
grace or cure period or the giving of notice or both would constitute, an Event of Default and that has not
been waived by Franchisor in writing.

“Effective Date” shall mean the date upo'n which this Agreement is executed by a duly authorized
officer of Franchisor. '

' “Eveﬁt of Default” shall mean an event or condition that constitutes an event of default as defined
- in Article XIII of this Agreement. ' ‘
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. “Exchange” shall mean Liquid Capitai Exchange Inc., a corporatioﬁ formed under the laws of the
State of Delaware and any successor thereto with which Franchisor has a relationship.

“Exchange Agreement” shall mean the exchange services agreement between Franchisor and
. Exchange for provision of an Exchange System and Back Office Support Services, as from time to time
amended. .

«Exchange Fee™ shall mean a fee which is paid to Exchange in an amount equal to the percentage
set out in the Rule and Regulations (currently, 0.4%) of the Accounts represented by the invoices subject
to a Funding Transaction and processed through the Exchange. In Funding Transactions involving more
' than one Participant, Participants pay the Exchange Fee in proportion to their Participation Percentages.

“Exchange Services” shall mean the identification of Funding Participants and the processing of
Advances funded by such Funding Participants.

“Exchange System” shall mean the exchange mechanism operated by Exchange under which
Franchisees, as Participants, are permitied to participate in Factoring Arrangements and Spot Factoring
Arrangements.

«Extraordinary Expenses” means (i) Advances made subsequent to Exchange’s declaring the
Factoring Arrangement to be in liquidation, so long as the making of such Advances is consistent with the
exercise of such reasonable care and skill as a person would use in managing the affairs of its own clients;
and (ji) attorneys’ fees and disbursements, court costs and fees of any outside agency incurred subsequent
to Exchange’s declaring the Factoring Arrangement to be in liquidation, in connection with the
enforcement of any of Excharge’s rights and remedies under the Purchase and Sale Agreement.
Extraordinary Expenses shall not include expenses of ordinary overhead or ordinary payments made to
clerical personnel or executives of Exchange.

“Factoring Arrangement” shall mean the eritire .contractual relationship pursuant to which a
Client’s Accounts are factored and shall include, without limitation, the Purchase and Sale Agreement or
Confirmation of Transaction (as applicable), the Client Obligations, the Collateral, and all other sources
of repayment.

. “Factored Account” shall mean.an Account of a Client s‘peciﬁcally assigned by Client to
Exchange pursuant to a Purchase and Sale Agreement, the existence of which has been relied upon by
Exchange in extending financial accommodations to that Client.

“Financing Estoppel Agreement” shall mean the agreement executed by lenders or investors in
Franchisee pursuant to which they acknowledge that Franchisee is a franchise of Franchisor and agree to
hold Franchisor, the Exchange, and the Service Provider harmless from detrimental reliance claims and

. similar claims.

«Fiscal Year” shall mean the period beginning at 12:00 Midnight January. 1 of each year and
ending at 11:59 p.m. December 31 of the immediately following year for the time zone in which
Franchisee maintains its principal place of business. '

" «Franchised Business” shall mean the business to be operated by Franchisee under the “Liquid
Capital” Mark and Liquid Capital System pursuant to the provisions of this Agreement. '
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_ “Funding Participant” — A Participant who elects to fund a Factoring Arrangement. Franchisees
that are in Good Standing, Exchange, Franchisor, and other parties designated by Franchisor from time to
time in the Rules and Regulations will have the opportunity to become Funding Participants.

“Funding Transaction” — The delivery of funds by the Participants pursuant to a Participation
Agreement or Confirmation of Transaction, as applicable, for the purchase by Exchange of those
Accounts that are the subject of the Funding Transaction. For Factoring Arrangements other than Spot
Factoring Arrangements, the invoices underlying the Accounts shall be those listed on each Schedule of
Accounts issued by the Client under the Purchase and Sale Agreement. In each Funding Transaction,
Participants will provide funds for the purchase of the Accounts in an amount equal to their proportionate

share of the total Advance, as determined by their Participation Percentages.

“GAAP” shall mean U.S. generally accepted accounting principals as then in effect, which shall
include official interpretations thereof by the Financial Accounting Standards Board. ~

“Good Standing” shall mean that Franchisee (i) is current on all payments due to Franchisor,
Franchisor’s Affiliates, Exchange, other Franchisees and Clients; (ii) has passed Franchisor’s most recent
inspection or audit and is otherwise in compliance with Franchisor’s standards and procedures set forth in
the Rules and Regulations; and (iii) is not in default of this Agreement (including, without limitation, the
performance standards set forth herein), any Participation Agreement, or any other agreement between
Franchisee and Franchisor or Franchisor’s Affiliates. '

“Gross Revenue” shall mean the entire amount of all revenue earned (whether or not received) by
Franchisee from any source (including, without limitation, each Funding Transaction, referral fees, and
recharges) in connection with the Franchised Business in any form. There shall be no deductions allowed
for uncollected or uncollectible Accounts and no allowances shall be made for bad debts; provided, that if
on the termination of a Client Account, any Advance is uncollectible, then Franchisor will refund to
Franchisee the royalties paid on such Advance in accordance with the procedures set forth in the Rules
and Regulations. -

«Guarantor” shall mean those Principals (including any Controlling Principal) designated by
Franchisor to guaranty Franchisee’s performance and payment Obligations under this Franchise
Agreement. : :

“Initial Franchise Fee” shall mean the sum of Forty-Two Thousand Five Hundred Dollars
($42,500.00) for a single franchise. If this Agreement is executed pursuant to our multi-territory program,
the initial franchise fee is One Hundred Twelve Thousand Five Hundred Dollars ($112,500) for the first 3
franchises ($37,500 per franchise) and Thirty-five Thousand Dollars ($35,000) for each additional
franchise. The initial franchise fee will be entered on Schedule 1 to this Agreement before it is signed.

~ “LCRA” — A Liquid Capital Remittance Account established by Exchange in the name of
Franchisee, the operation of which is further described in Section 6.01 E. of this Agreement.

\ “Liquid Capital Franchise” shall mean a business using the Liquid Capital System and operating.
. pursuant to a currently effective franchise agreement with Franchisor.

“Liquid Capita! Franchisee” shall mean any Person operating a Liquid Capital Franchise.
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