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The Franchise offered 1s for a quick service restaurant known as “Asian Chao®” which features
a wide variety of Oriental dishes, including a large selection of chicken, beef, and seafood dishes along

with Chinese favorites such as Sweet N Sour Chicken, Beef with Broccoli, Lo Mein, and a variety of
vegetarian tofu dishes

The total mvestment necessary to begin operation of an Asian Chao franchised business 1s

$520,000 to $1,120,900 This includes between $35,900 to $86,400 that must be paid to the franchisor
and/or 1ts affiliate, as approprate

If You enter 1nto a development agreement to develop more than three restaurants, You will pay
a development fee of $15,000 per restaurant to be developed under the development agreement, and You
will pay a franchise fee of $15,000 for each of the first three, and a reduced fee of $10,000 for each unit

after that to be developed under the terms of the development agreement The development fee 1s applied
pro rata to the franchise fees due

This disclosure document summarizes certan provisions of your franchise agreement and other
information n plain English Read this disclosure document and all accompanying agreements carefully
You must receive the disclosure document at least 14 calendar days before you sign a binding agreement

with, or make any payment to the franchisor or an affihate in connection with the proposed franchise
sale

Note, however, that no government agency has verified the information contained in this
document

You may wish to recetve your disclosure document in another format that 1s more convenient for

you To discuss the availability of disclosures in different formats, contact Biagio Schiano at 750 Florida
Central Parkway, Suite 100, Longwood, Florida 32750 and (407) 830-5338

The térms of your contract will govern your franchise relationship Don’t rely on the disclosure

document alone to understand your contract Read all of your contract carefully Show your contract
and this disclosure document to an advisor, like a lawyer or an accountant
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Buying a franchise 1s a complex investment The information in this disclosure document can
help you make up your mind More information on franchising, such as “4 Consumer s Guide to Buying
a Franchise,” which can help you understand how to use this disclosure document, 1s available from the
Federal Trade Commission You can contact the FTC at 1-877-FTC-HELP or by writing to the FTC at
600 Pennsylvamia Avenue, NW, Washington, DC 20580 You can also visit the FTC’s home page at

www fic gov for additional information Call your state agency or visit your public hbrary for other
sources of information on franchising

There may also be laws on franchising in your state  Ask your state agencies about them

Issuance Date July 29,2016
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STATE COVER PAGE

Your state may have a franchise law that requires a franchisor to register or file with a state
franchise administrator before offering or selling in your state REGISTRATION OF A FRANCHISE
BY A STATE DOES NOT MEAN THAT THE STATE RECOMMENDS THE FRANCHISE OR HAS
VERIFIED THE INFORMATION IN THIS DISCLOSURE DOCUMENT

Call the state franchise administrator listed in Exhibit N for information about the franchisor or
about franchising in your state

MANY FRANCHISE AGREEMENTS DO NOT ALLOW YOU TO RENEW
UNCONDITIONALLY AFTER THE INITIAL TERM EXPIRES YOU MAY HAVE TO SIGN A
NEW AGREEMENT WITH DIFFERENT TERMS AND CONDITIONS IN ORDER TO CONTINUE
TO OPERATE YOUR BUSINESS BEFORE YOU BUY, CONSIDER WHAT RIGHTS YOU HAVE
TO RENEW YOUR FRANCHISE, IF ANY, AND WHAT TERMS YOU MIGHT HAVE TO ACCEPT
IN ORDER TO RENEW

Please consider the following RISK FACTORS before you buy this franchise

1 THE FRANCHISE AND DEVELOPMENT AGREEMENTS REQUIRE YOU TO
RESOLVE DISPUTES WITH US BY LITIGATION ONLY IN FLORIDA OUT OF STATE
LITIGATION MAY FORCE YOU TO ACCEPT A LESS FAVORABLE SETTLEMENT FOR
DISPUTES IT MAY ALSO COST MORE TO LITIGATE WITH US IN FLORIDA THAN IN YOUR
OWN STATE

2 THE FRANCHISE AND DEVELOPMENT AGREEMENTS STATE THAT FLORIDA
LAW GOVERNS THE AGREEMENTS, AND THIS LAW MAY NOT PROVIDE THE SAME
PROTECTIONS AND BENEFITS AS LOCAL LAW YOU MAY WANT TO COMPARE THESE
LAWS

3 THE MARKS LICENSED UNDER THE FRANCHISE AGREEMENT ARE OWNED
BY AN AFFILIATE WHO HAS GRANTED THE FRANCHISOR A LICENSE TO USE THE MARKS

4 SPOUSES OF FRANCHISE OWNERS MUST ALSO SIGN A PERSONAL
GUARANTY (OR BE BOUND THE TERMS OF THE AGREEMENTS) PLACING THEIR
PERSONAL AND MARITAL ASSETS AT RISK

5 YOU WILL NOT RECEIVE AN EXCLUSIVE TERRITORY YOU MAY FACE
COMPETITION FROM OTHER FRANCHISEES, FROM OUTLETS THAT WE OWN, OR FROM
OTHER CHANNELS OF DISTRIBUTION OR COMPETITIVE BRANDS THAT WE CONTROL

6 THERE MAY BE OTHER RISKS CONCERNING THIS FRANCHISE

Effective Date See next page for state effective dates
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STATE EFFECTIVE DATES

The following states require that this Disclosure Document be registered or filed with the state, or be
exempt from registration California, Hawan, Illinois, Indiana, Maryland, Michigan, Minnesota, New
York, North Dakota, Rhode Island, South Dakota, Virginta, Washington and Wisconsin

This Franchise Disclosure Document 1s registered, on file or exempt from registration in the following
states having franchise registration and disclosure laws, with the following effective dates
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Connecticut
Flonda
Hawan
Ilhnois
Indiana
Kentucky
Maine
Maryland
Michigan
Minnesota
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New York
North Carolina
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South Dakota
Texas

Utah
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Washington
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Exempt
March 9, 2016

Exempt

September 19, 2008, amended as of
Exempt

Exempt
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ITEM1
THE FRANCHISOR, AND ANY PARENTS, PREDECESSORS, AND AFFILIATES

Franchisor

Food Systems Unlimited, Inc (referred to in this Disclosure Document as “We,” “Us,” or “Our”
and where the context requires also includes Our affiliates) was incorporated as a Florida corporation on
January 14, 1991 Our principal place of business 1s 750 Florida Central Parkway, Suite 100, Longwood,
Florida 32750 Our telephone number 1s (407) 830-5338, and We do business under Our corporate name
and the Marks as described below In this Disclosure Document, We refer to the person or entity that
will be signing the Franchise Agreement (defined below) as “You” or “Your

Since 1991, We have operated three restaurant concepts These are Asian Chao Oriental Eatery,
Maki of Japan and Chao Cajun, a Cajun Eatery These restaurants are generally located within enclosed
regional shopping malls, airports and other similar facilities with a captive market customer base The
franchise for a quick service restaurant under the Chao Cajun, a Cajun Eatery concept features a wide
variety of Cajun dishes, including a large selection of chicken, beef, and seafood dishes along with
Creole inspired fare such as red beans and rice, jambalaya, and Cajun gumbo The franchise for a quick
service restaurant under the Maki of Japan Oriental Eatery concept features a wide variety of Japanese
dishes, including a large selection of sushi, chicken, beef and seafood tempura, hibachi chicken and beef,
and a variety of tertyaki dishes

With this Disclosure Document We are offering franchises for the “Astan Chao®” concept We
began offering franchises for our three restaurant concepts in 2005 We have not offered franchises in
any other line of business, except that We are offering franchises for Our two other concepts, Maki of
Japan Ortental Eatery and Chao Cajun, a Cajun Eatery, under separate Disclosure Documents As of
December 31, 2015, We have 5 Maki of Japan franchisees and 4 Chao Cajun franchisees

The restaurants offered under this Disclosure Document operate under the service mark “Asian
Chao® Oriental Eatery” and the additional principal service marks, trademarks, trade names, logos, and
emblems 1dentified in Item 13 These principal marks and all other marks which may be designated by
Us 1n the future in wniting for use with the System (defined below) are referred to in this Disclosure
Document as the “Marks” We do not own or operate any other restaurants We do not engage 1n any
other business activity

Our agents for service of process are listed in Exhibit N

Our Parents, Predecessors and Affiliates

We have no parent or predecessor We have the following multiple affiliates Via Appia, Inc,
Michelle Chwuppo, Inc, Shing Lee, Inc, Yuk Ming, Inc , Wah Fa, Inc , China Chao, Inc , Livello Finito,
Inc, Ambiente Consecutivo, Inc, Indefinito, Inc, BIGIVI, LLC and Ao Shun, Inc, all of which are
located at our headquarters at 750 Florida Central Parkway, Suite 100, Longwood, Florida 32750 Our
affiliates own and manage the Restaurants for all Our restaurant concepts, and are controlled by Our
principal and founder, Biagio Schiano Our affiliates operate under a sublease for the premises that they
operate We will typically find a location 1n a regional mall and sign the prime lease and then sublet the
premises to Our affiliates, 1If We do not offer the space to a franchisee Our affiliates do not provide
goods or services to Our franchisees, nor do they offer franchises in this or any other lines of business
Our affihiates operate a business of the type to be operated by You
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Our affiliates currently own and operate a total of 38 restaurants in 10 states They are broken
down as follows 11 Asian Chao, 12 Maki of Japan, 7 Chao Cajun, 3 Asian Chao-Maki of Japan co-
brand, 1 TOBU and 1 Sushi Fuj1 In addition, in the states of Indiana, Kentucky, Ohio, Illino1s, Kentucky
and New Jersey, we have two separate license arrangements dated May 26, 1999 and October 26, 1999
with two former employees of Ours for seven Restaurants The license agreement grants the licensees
the right to use Our Marks but does not provide a marketing system or significant assistance from Us
Our ntention 1s to convert the license agreements to Franchise Agreements We do not offer a
converston option via this Disclosure Document

Description of Franchise

We offer franchises for the right to establish and operate the Asian Chao Restaurant to be
primarily located in enclosed regional and super-regional shopping malls under the Marks and the
System 1n accordance with the terms of the Franchise Agreement (“Asian Chao Restaurant” or
“Franchised Business™) A super-regional shopping mall serves as the dominant shopping venue for the
region 1n which 1t 1s located and has over 800,000 square feet of gross leasable area We may consider
alternative non-traditional sites such as strip centers, airports, university campuses or other captive
market spaces on a case-by-case basis

The marketing strategy of this Asian Chao Restaurant 1s to present a menu that offers a wide
variety of Oriental dishes, including a large selection of chicken, beef, and seafood dishes along with
Chinese favorites such as Sweet N Sour Chicken, Beef with Broccoli, Lo Mein, and a variety of
vegetarian tofu dishes, all prepared in accordance with Our proprietary recipes and ingredients

The food court umts will typically range between 550 and 850 square feet and the in-line units
will typically range in size from 800 to 1,500 square feet Each Astan Chao Restaurant generally will
have 15 to 30 feet of service counter space

The Asian Chao Restaurant 1s established and operated under a comprehensive and unique
system (the “System”) The System includes distinctive signage, interior and exterior design, decor and
color scheme, special recipes and menu 1tems, including proprietary products and ingredients, uniform
standards, specifications, and procedures for operations, quality and uniformity of products and services
offered, inventory, management and financial contro! procedures (including point of purchase and
tracking systems), traming and assistance, and advertising and promotional programs, all of which We
may change, improve, and develop, in Our discretion The main features of the System are more fully
described n this Disclosure Document The Manuals that are provided to You as Our franchisee will
contain information for the day-to-day operations (described 1n Item 11)

We primarily offer the rnight to establish and operate an Asian Chao Restaurant under the terms
of a single umit franchise agreement (the “Franchise Agreement”), Exhibit C to this Disclosure
Document You may be an individual, corporation, partnershtp or other form of legal entity Under the
Franchise Agreement, specific parties of the legal entity are characterized as Franchisee’s Principals
(referred to n this Disclosure Document as “Your Principals™) The Franchise Agreement 1s signed by
Us, by You, and by those of Your Principals whom We designate as Controlling Principals In most
instances, We will designate Your principal equity owners, executive officers and certain of Your
affihated entities as Controlling Principals By signing the Franchise Agreement, Your Controlling
Principals will be individually bound by certain obligations in the Franchise Agreement, including
covenants concerning confidentiality and non-competition, and will personally guarantee Your
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performance under the Franchise Agreement Depending on the type of business activities in which You
or Your Principals may be involved, which We may consider competitive to Our business, We may
require You or Your Principals to sign additional confidentiahity and non-competition agreements

You must also designate an “Operating Principal” who will operate Your business If You are an
individual, You will be the Operating Principal If You are a corporate entity, the person You designate
as Your Operating Principal must have an ownership interest in You The Operating Principal must sign
the Franchise Agreement as the Operating Principal and as one of Your Controlling Principals The
Operating Principal also will make certain covenants in the Franchise Agreement and will personally
guarantee Your performance under the Franchise Agreement

If You qualify, depending upon the size of the area and Your financial ability, We will offer to
You the right to enter into a development agreement to develop more than three franchised Asian Chao
Restaurants 1n regional or super-regional shopping malls or in other non-traditional locations such as
airports, strip centers, universities and toll plazas (“Non-traditional Locations”) to be located within a
specifically described geographic territory (the “Development Agreement”) We will determine the
territory before You sign the Development Agreement and it will be described in the Development
Agreement (the “Territory”) You will establish the Asian Chao Restaurants within the Territory
according to a development schedule, and You will sign a separate Franchise Agreement for each Asian
Chao Restaurant You develop The Franchise Agreement for the first Asian Chao Restaurant You
develop will be 1n the form attached as Exhibit B to this Disclosure Document For each additional
Asian Chao Restaurant You develop, You must sign the form of Franchise Agreement that We are then
offertng to new franchisees The size of the Territory will vary depending upon local market conditions
and the number of Asian Chao Restaurants to be developed

The person or entity signing the Development Agreement 1s referred to as the “Developer ” The
Development Agreement contains concepts similar to the Franchise Agreement mvolving the
“Developer’s Principals,” Controlling Principals of Developer, and an Operating Principal of Developer
For purposes of this Disclosure Document, the terms Your Principals, Controlling Principals and
Operating Principal include those persons having similar obligations 1dentified in both the Development
Agreement and Franchise Agreement, and the terms You or Your also include the Developer under the
Development Agreement, unless We have noted differently Any reference to the “Agreements” means
the Development Agreement and the Franchise Agreement, as applicable

Market and Competition

You will offer your food products and services to the general public You will compete with a
variety of restaurant businesses, including locally owned to regional, national and chain restaurants, some
of which may be franchise systems The market for the food products and services offered by the Asian
Chao Restaurants 1s highly competitive, as 1s the market for obtaining locations m food courts in
qualified shopping malls We believe Our competitive position is enhanced by Our “ethnic alternative”
operational format and by the food and beverage products offered by the Asian Chao Restaurants We
plan to continue controlled expansion into areas that We determine can support the Asian Chao
Restaurants to improve name recognition and the reputation of the System We believe that Our
competitive position will be improved based on that expansion, and that Our concept will be able to
attract customers consistently in those markets
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Industry Regulations

The restaurant industry 1s heavily regulated Many of the laws, rules and regulations that apply
to businesses generally, such as the Americans With Disabilities Act, Federal Wage and Hour Laws and
the Occupational Safety and Health Act, also apply to restaurants Other laws, rules and regulations may
have particular applicability to restaurants

The US Food and Drug Administration, the U S Department of Agriculture and state and local
health departments admimister and enforce laws and regulations that govern food preparation and service
and restaurant sanitary conditions State and local agencies inspect restaurants to ensure that they
comply with these laws and regulations

According to the Califormia Retail Food Code, local county health departments in Califormia
inspect restaurants and other retail food facilities to ensure comphance with safe food handling practices
and adequacy of kitchen facilities

The federal Clean Air Act and various implementing state laws require certain state and local
areas to meet national air quality standards limiting emissions of ozone, carbon monoxide and particulate
matters, including caps on emissions from commercial food preparation Some areas have also adopted
or are considering proposals that would regulate indoor air quality

You must comply with all local, state and federal health, sanitation, no smoking, EEOC, OSHA,
discrimination, employment, and sexual harassment laws that apply to restaurant operations as well as
laws that apply generally to restaurant businesses In addition, the Americans with Disabilities Act of
1990 requires readily accessible accommodations for disabled people and may affect your building
construction, site design, entrance ramps, doors, seating, bathrooms, drinking facilities, etc  If your
Restaurant offers alcoholic beverages, wine or beer, you must comply with local and state liquor
hicensing laws before offering these types of beverages You should make additional inquiries to find out
about these laws and general regulations

ITEM 2
BUSINESS EXPERIENCE

Chief Executive Officer, President and Chairman of the Board Biagio Schiane

He 1s the founder of Our company and has been CEO, President and Chairman of the Board since
its inception n 1991

Vice President John Milhard
He has held this position and that of Secretary since 1998 when he joined Us

Chief Financial Officer Celina Roe

She has been our Chief Financial Officer since October 2000

Vice President of Franchising Danny Chan

He joined Us as Vice President of Operations in September 2001 and then became the Vice
President of Franchising in May 2006
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ITEM 3
LITIGATION

No litigation 1s required to be disclosed 1n this Item

ITEM 4
BANKRUPTCY

No bankruptcy information is required to be disclosed in this Item

ITEM 5
INITIAL FEES

Franchise Fee

You must pay Us an mitial franchise fee of $30,000 for the right to establish a single Asian
Chao Restaurant under a Franchise Agreement The nitial franchise fee 1s the same for all franchisees
under this offering The nitial franchise fee 1s payable 1n one lump sum upon signing the Franchise
Agreement and 1s not refundable Once, We waived the initial franchise fee for a former employee of
Ours -

You must also purchase from Us the imported Italian tile to be used in Your store front The cost
of the tile 1s $7 99 per square foot The average cost per Asian Chao Restaurant 1s $4,500 You must
pay for the tile after You have signed Your lease or sublease and the total amount of tile to be used 1n
Your store front has been calculated See below for the Sublease Acquisition Fee

You must pay the cost for Us to mitiate access to Your system through Our monitoring software
We estimate this one-time access cost will be $400 per Asian Chao Restaurant We will bill You when
We provide the software to You

You must purchase business cards, brochures and other written materials for use in the
Franchised Business You will typically purchase amounts that may last as long as six months You may
purchase these materials from Us or independent vendors that have been approved by Us We estimate
the cost to range from $1,000 to $1,500

Development Fee

When You sign a Development Agreement to develop three or more Asian Chao Restaurants,
You must pay us a development fee equal to $15,000 multiplied by the number of Asian Chao
Restaurants You will develop The basis for calculating the development fee will be the same for all
developers under this offering The actual dollar amount paid will vary depending on the number of
Asian Chao Restaurants each developer will open

For the first three Restaurants under the Development Agreement, the imitial franchise fee shall
be $30,000 each, and for every additional Restaurant, We will reduce the initial franchise fee to $25,000
each When You sign each Franchise Agreement, You will pay the balance of the franchise fee due, or
$15,000 each, for the first three Restaurants and $10,000 for each additional Restaurant
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We are not obligated to return any part of the development fee or the initial franchise fee if either
the Development Agreement or the Franchise Agreement 1s terminated by You or Us for any reason

We may waive all or part of the development fee and/or initial franchise fee for Our current and
former employees (including employees of Our affiliates) who meet Our requirements to establish and
operate an Asian Chao Restaurant If they also meet Our requirements, We may discount the nitial
franchise fee for existing franchisees who wish to open additional Asian Chao Restaurants but are not
under a Development Agreement The imitial franchise fee may be discounted by $5,000

Imtial Traming Fee We do not charge a training fee for the imitial training of Your Operating
Principal or General Manager At Your request, and subject to space availability, We will provide mnitial
training to additional members of Your personnel, at Your expense The initial training fee We currently
charge 1s $1,500 per additional person The imtial training fee 1s charged uniformly to all franchisees
under this Disclosure Document

Site Evaluation Fee We will make one on-site evaluation of the proposed site for Your first
Asian Chao Restaurant without charging a site evaluation fee You must retmburse Us for Our travel
expenses (including travel, room, meals and wages) in order to perform this evaluation

If additional on-site evaluations are imposed by us or You request an additional on-site
evaluation, You must pay Us a fee of $500 for the additional evaluation and must reimburse Us for all of
Our reasonable travel expenses incurred performing the additional evaluation This fee must be paid
within 15 days after We bill You This fee 1s charged uniformly to all franchisees under this offering,
Site evaluation fees and related expenses are non-refundable

Build-out Program Fee This fee 1s optional If you would like us to handle the architectural
and permitting responsibilities for your Restaurant, we will do so and charge you a non-refundable fee of
$25,000 plus reimbursables If You agree to participate in the Build-out Program, the fee 1s paid when
you sign the sublease agreement with Us This Build-out Program Fee will pay for the following
services

1 Consultation for layout of the unit within the stated premises

n Completion of Architectural and Mechanical drawings for entire buildout of the unit

u Signage and menu board pictures/drawings

v Coordination and specs for kitchen exhaust units

v Submuttals to all governmental agencies and landlord for review and approval during
all phases

vi Bid coordmnation for all equipment and general contractors Review of project
correspondence during build-out

vil Assistance and referral for orders of all smallware items, safe, Coca Cola installation,

and cash registers

You must sign all contracts related to this Build-out Program directly with the contractors,
vendors, etc  The Build-out Program Fee does not guaranty that there will be no claims for any errors,
omissions, or ambiguities in the store blueprints Reimbursable expenses will be billed at cost plus 12%
admimistration fee Reimbursable expenses include the architectural stamp fees, mechanical engineer
design fee/stamp fees, permitting fees, blueprint costs, and shipping fees for bidding costs, and
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miscellaneous matenals costs for purposes of bidding

$10,000

It 15 estimated that these costs will not exceed

Sublease Acquisition Fee This fee 1s optional If You sublease a location from Us, You must
pay Us a sublease fee that can range from $0 to $15,000 to compensate Us for the actual costs We incur
in obtaining the location, including real estate consulting fees, legal fees and internal acquisition costs
Rent for the subleased location shall be paid directly to the master lease landlord We will charge those
costs umiformly to franchisees that sublease through Us The amounts charged are non-refundable

There are no other payments to or purchases from Us or Our affiliates before you open your

Restaurant for business

ITEM 6
OTHER FEES
Type of Fee (1) Amount Due Date Remarks
Royalty Fee (2) 6% of Gross Sales Weekly on Amounts due will be withdrawn
Wednesday by EFT from Your designated
Balance of annual | bank account (see note 2 for
minimum due definition of Gross Sales)
with the last
royalty payment
for December
Advertising Fund Currently 0% Weekly on This contribution may be imposed
3) Maximum 1% of Wednesday by Us at some point in the future
Gross Sales
Local Advertising 1% of Gross Sales As incurred You must spend this annually on
advertising for the Asian Chao
Restaurant in Your Area of
Primary Responsibility for Local
Advertising This amount 1s not
paid to Us See ltem 11
Promotional $500 to $5,000 You pay as Varies, depending on Your
Matenals incurred advertising needs See Items 7 and
11
Interest 18% or highest rate On demand Interest may be charged on all
allowed by overdue amounts

applicable law

Initial Training of
additional or
replacement and
successor
personnel

$1,500 per person

Before Training

No additional charge for imtial
training for General Manager and
Operating Principal (see Item 11)
We reserve the right to charge a
fee for additional or remedial
training that 1s not mandatory

Certification Fee

Current per diem
$500

On certification

The then-current per diem rate of
certification personnel, plus
expenses
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Type of Fee (1) Amount Due Date Remarks
Additional Current per diem When billed We provide opening assistance
Assistance $500 without additional charge Any

additional assistance You
requested 1s billed at the current
per diem rate

Transfer Fee

$7,500 or 25% of
Our then current
initial franchise fee

Submitted with
transfer
application

No fee charged to an individual or
partnership franchisee that
transfers 1ts rights, one time only,
to a corporate entity controlled by
the same interest holders A
transfer fee of a similar amount 1s
charged under both the Franchise
Agreement and the Development
Agreement

Public Offering

$5,000

When billed

This covers Our cost to review the
proposed offering of Your
securities The offering fee is the
same amount under both the
Franchise Agreement and the
Development Agreement

Renewal Fee

$15,000 or 50% of
the then-current
franchise fee

On signing
renewal franchise
agreement

You must give Us at least 24
months’ notice, remodel to current
standards, sign then-current
agreement If the landlord renews
the Master Lease with Us, We will
offer You the right to renew the
Franchised Business if You
sublease from Us Renewals of the
Master Lease are not automatic

Lease Renewal

$15,000 or 100% of
the then current
Leasing Fee

When billed

We have the right to charge a
brokerage commission, depending
upon our expenses, for negotiating
the lease renewal for you There
1s no formula for determining the
amount of the lease renewal

Support Fee

$50 per week

Weekly

If You fail to have a replacement
General Manager trained or
certified as meeting Our standards
after a General Manger leaves, We
may charge You this fee until
Your replacement manager 1s
trained or certified, as applicable
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Type of Fee (1)

Amount

Due Date

Remarks

Site Evaluation

$500 per visit, plus
Our expenses

15 days after
billing

We provide one site evaluation
without charge for first Asian
Chao Restaurant and You must
reimburse Us for Our expenses
For additional site evaluations,
We may charge a fee and costs
(see Items 5 & 11)

Inspection and
Testing

Cost of inspection or
testing, not to exceed
$500

When billed

We may require You to pay Us or
an independent laboratory for the
cost of inspection or testing if You
purchase or lease items used n the
Asian Chao Restaurant from
sources We have not previously
approved (see Item 8)

Monitoring
Software Fees (4)

One-time connection
fee of $400

Annual Software
updates to range
from $150 to $300

When billed

The database configuration
software for your cash register
system that You must obtain from
Us or Our designee for the
operation of the Asian Chao
Restaurant (“Software™) is
provided at no charge, upgrades to
the Software are charged on a per
upgrade basis by the manufacturer
directly to You

Audit Fee

Cost of audit

When billed

Payable only if We find, after an
audit, that You have understated
any amount You owe to Us by
more than 2%

Sublease
Acquisition Fee

$0 to $15,000

On signing
Sublease

"If You sublease from Us

Late Payment or
Reporting Fee

$50 per day

Daily

If You fail to pay royalties when
due or fail to submit royalty
reports weekly as required, We
may charge You $50 per day until
the payment or report s recerved

Extension Fee

$5,000

With Your request

If You request an extension of the
Development Period to meet Your
Development obligations, You '
must pay an extension fee

Manual
Replacement Fee

$1,000

When billed

If You request additional or
replacement copies of the Manual
(seeltem 11)

Liquidated
Damages

See note 5
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Type of Fee (1) Amount Due Date Remarks
Gift Card Program | See note 6

Common Area The actual amount Included with In addition to base rent, the lease
Maintenance You pay under the Your monthly rent | may require You to pay common
Charges (“CAM lease will vary payable directly to | area maintenance charges (“CAM
Charges”) depending on the size | the landlord or Charges”) for the mall and for the
of the Asian Chao Master Lessor food court, Your pro rata share of
Restaurant, the types the real estate taxes and insurance
of charges that are for the mall, and Your pro rata
allocated to tenants share of HVAC and trash removal

under the lease, Your
ability to negotiate
with landlords and
the prevailing rental
rates 1n the
geographic region

Key Money This sum can vary This “Key In some cases, a mall developer
from as low as Money” will have | may require the payment of what
$25,000 to as high as | to be paid 1s termed 1n the industry as “Key
$200,000, depending | according to the Money”
on the property schedule 1n the

master lease

1 All fees and described 1n this Item 6 are non-refundable Except as indicated in the chart
above, We uniformly impose all fees and expenses listed and You must pay them to Us Except as
specifically stated above, the amounts given may increase based on changes in market conditions, Our
cost of providing services and future policy changes Currently We have no plans to increase payments
which are due to Us

2 For the purposes of determining the royalties to be paid under the Franchise Agreement,
“Gross Sales” means the total selling price of all services and products and all income of every other kind
and nature related to the Asian Chao Restaurant (including income related to any sales or orders of food
products or food preparation services provided from or related to the Asian Chao Restaurant), whether
for cash or credit and regardless of collection 1n the case of credit If a cash shortage occurs, the amount
of Gross Sales will 1s determined based on the records of the electronic cash register system and any cash
shortage will not be considered in the determination  Gross Sales expressly excludes the following

(a) Receipts from the operation of any public telephone installed in the Asian Chao
Restaurant, or products from vending machines located at the Asian Chao Restaurant, except for any
amount representing Your share of the revenues,

(b) Sums representing sales taxes collected directly from customers, based on
present or future laws of federal, state or local governments, collected by You in the operation of the
Asian Chao Restaurant, and any other tax, excise or duty which is levied or assessed against You by any
federal, state, municipal or local authority, based on sales of spectfic merchandise sold at or from the
Asian Chao Restaurant, if the taxes are actually transmitted to the appropriate taxing authority,
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(© Returns to shippers or manufacturers, and

(d) Proceeds from isolated sales of trade fixtures not constituting any part of Your
products and services offered for resale at the Asian Chao Restaurant nor having any material effect on
the ongoing operation of the Asian Chao Restaurant required under the Franchise Agreement

We may authorize certain other items to be excluded from Gross Sales Any excluston may be
revoked or withdrawn at any time by Us The royalty fee will be withdrawn from Your designated bank
account by electronic funds transfer (“EFT”) weekly on Wednesday based on Gross Sales from the
preceding Accounting Period (see Section IV B of the Franchise Agreement) If any Wednesday 1s not a
business day, payments are due on the next business day You must maintain a minimum of $1,000 in
Your designated bank account for the Asian Chao Restaurant

If You do not report the Asian Chao Restaurant’s Gross Sales to Us, We may debit Your
account for 120% of the last royalty fee that We debited If the royalty fee We debut 1s less than the
royalty fee You actually owe Us, We will debit Your account for the balance on a day We specify If the
royalty fee We debit 1s greater than the royalty fee You actually owe Us, We will credit the excess
against the amount We would debit from Your account during the following week

The minimum royalty fee 1s based on estimated projected sales for your location and may range
from $40,000 to $60,000 annually Only the minimum royalty 1s subject to 3% annual increases

3 We have the night to establish and administer an advertising fund for the System (see
Item 11) We have not established the fund, and do not intend to establish a fund in the next year, or
unt1] at least 10 Asian Chao franchised Restaurants have been established to provide national or regional
advertising for the benefit of the System

4 We will use certain non-proprietary software and Systems that permit Us to gather
transactional information electronically on a daily basis concerning the operation of the Asian Chao
Restaurant You must also upgrade the proprietary database configuration of the PO S register(s) in
Your Asian Chao Restaurant as We determine necessary (see Items 7 and 11) Currently, We anticipate
the cost of annual Software updates to range from $150 to $300 per year

5 If we terminate the Franchise Agreement with cause, you must pay us liquidated
damages equal to the present value (using the then-current 30-Year Treasury Bond rate) of the Royalty
Fees you would have paid us on the product of (a) your Restaurant’s average monthly Gross Revenue
during 1ts most recent 12 months of operation before the termination multiplied by (b) the number of
months remaining in the Franchise Agreement had we not terminated 1t

6 You must participate 1n our gift card program if we establish one Under this program,
gift cards are available for sale and redemption at any Restaurant in the System
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ITEM7

ESTIMATED INITIAL INVESTMENT

YOUR ESTIMATED INITIAL INVESTMENT

Column 1 Column 2 Column 3 Column 4 Column 5
Type of Amount Method of When Due To whom payment
Expenditure Payment 1s to be made
Initial Franchise Fee $30,000 Lump Sum On signing Us
n Franchise
Agreement
Leasehold $300,000 - As Invoiced As Arranged Independent
Improvements (2) $650,000 Contractors
Sublease Acquisition $0 - $15,000 Lump Sum On signing Us
Fee (3) Sublease
Lease Payments and $9,000 - Per Lease Monthly Landlord
other rental expenses $30,000
&)
Equipment (5) $100,000 - As Invoiced As Arranged | Designated Vendors
$200,000
Imported Italian Tile $4,500 As Invoiced Lump Sum Us
(%)
Signage (6) $5,500 - $9,000 As Invoiced As Arranged | Designated Vendors
Initial Inventory (7) $8,000 - As Invoiced As Arranged | Designated Vendors
$10,000
Architectural/ $25,000 - As Invoiced As Arranged Designated Vendor
Engineering (8) $100,000
Electronic Cash $7,000 - As Invoiced Lump Sum Designated Vendor
Register System with $10,000
Modem (9)
Initial Access to $400 As Invoiced Lump Sum Us
Monitoring Software
&)
Facsimile machine (10) $350 - $500 As Invoiced Lump Sum Designated
Independent Vendor
Travel, lodging and $1,500 - $2,500 As Incurred As Incurred Independent
meals for initial Suppliers

training (11)
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Column 1 Column 2 Column 3 Column 4 Column 5
Type of Amount Method of When Due To whom payment
Expenditure Payment 1s to be made
Business Supplies $1,000 - $1,500 As Invoiced Lump Sum Us or Independent
(stationery, business Suppliers
cards, brochures,
presentation folders,
paper and other
materials (12)
Business licenses, $250 - $1,000 As Incurred As Arranged Various Agencies
permits, etc (for first
year) (13)
Insurance deposits and | $2,500 - $6,500 As Invoiced As Arranged Independent Carrier
premiums (for first
year) (14)
Additional Funds (15) $25,000 - As Incurred As Arranged Third Parties
$50,000
TOTAL $520,000 -
$1,120,900

None of the expenses listed in the above chart are refundable, except any security deposits you
must make may be refundable We do not finance any portion of your initial investment

Notes

1) You must pay an mttal franchise fee of $30,000 1f You sign a Franchise Agreement to
obtain a single Asian Chao Restaurant If You wish to develop more than three Asian Chao Restaurants
under a Development Agreement, You will pay a development fee that 1s discussed 1in Item 5 For the
first three Restaurants, the initial franchise fee due 1s $30,000 each, and for every Restaurant developed
after the first three, We will reduce the mmitial franchise fee to $25,000 each The mitial franchise fee and
the development fee are non-refundable

) The cost of leasehold improvements will vary depending on numerous factors, including
(1) the si1ze and configuration of the premises, (11) preconstruction costs (e g , demolition of existing walls
and removal of existing improvements and fixtures), and (111) cost of materials and labor, which may vary
based on geography and location These amounts are based on the cost of adapting Our prototypical
architectural and design plans to remodel and finish-out of an Asian Chao Restaurant based on
remodeling/finish-out rates and conditions 1n Longwood, Florida and the other areas We have opened
Asian Chao Restaurants These costs may vary depending on whether some of these costs will be
incurred by the landlord and allocated over the term of the lease Leasehold Improvements may range
from $300,000 to $500,000 1f non-union contractor 1s used and $400,000 to $650,000 1f union contractor
1s used

If You participate in the Build-out Program, We will charge You the non-refundable
Build-out Program Fee (see Item 5) representing Our cost, including any shipping and handling costs and
Our administrative overhead
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3) We negotiate and sign master leases for Our Asian Chao Restaurant locations We will
offer to sublease these locations to You If You wish to operate a subleased location, which will be the
typical situation, You must pay Us a sublease fee to compensate Us for any costs We incur in obtaining
the location, including real estate consulting fees, legal fees and internal acquisition costs (see Item 5)
You must sign a Sublease Agreement with Us for the location, including a personal guarantee (see Item
10) If You do not sublease from Us, You will not incur this fee

4) The figures are for the first three months of rent and assume that the premises of the
Asian Chao Restaurant will be 1n a regional or super-regional mall food court ranging in size from
approximately 550 to 850 square feet, or an in-line space ranging from 800 to 1,500 square feet, and that
one month’s security deposit 1s required upon signing Your sublease If your landlord has storage space
available in the mall, you must rent between 100 and 200 square feet of that storage space You will use
this space to store Your supplies if the storage space in Your Asian Chao Restaurant ts not sufficient In
addition, the figures assume base annual rental rates ranging from $70 to $285 per square foot
Landlords may vary the base rental rate and charge rent based on a percentage of gross sales In addition
to base rent, the lease may require You to pay common area maintenance charges (“CAM Charges”) for
the mall and for the food court, Your pro rata share of the real estate taxes and insurance for the mall, and
Your pro rata share of HVAC and trash removal The actual amount You pay under the lease will vary
depending on the size of the Asian Chao Restaurant, the types of charges that are allocated to tenants
under the lease, Your ability to negotiate with landlords and the prevailing rental rates in the geographic
region In some cases, a mall developer may require the payment of what 1s termed 1n the industry as
“Key Money” This sum can vary from as low as $25,000 to as high as $200,000, depending on the
property This “Key Money” will have to be paid according to the schedule in the master lease

5 You must purchase certain equipment meeting Our specifications to be used in the Asian
Chao Restaurant, including a custom stainless steel equipment package, ice machine, walk-in cooler and
freezer, wok, sandwich coolers, deep fryers, convection oven, char broilers, griddle, work tables,
shelving, and smallwares We have established relationships with equipment vendors for certain
equipment used in the Asian Chao Restaurant that meets Our specifications We will order the
equipment from those vendors on Your behalf if You choose to pay the Build-out Program Fee (see Item
5), or You may order the equipment directly from the vendors You must prévide accurate field
measurements and fabrication lead time for the custom stainless steel package

In addition, you must purchase from Us imported Italian tile The cost of the tile 1s $7 99
per square foot The average cost per Asian Chao Restaurant 1s $4,500 The tile 1s used in the store
front It 1s essential to the overall uniform look of the Restaurant

(6) These amounts represent Your cost for menu boards, menu panels, neon logo and
descriptive signs Each mall has different restrictions 1t places on interior and exterior signage which
may affect Your costs

Q) These amounts represent Your nttial inventory of food supplies, cups and paper goods
for use n the first month of operating the Franchised Business

3 These fees are estimates of Your costs in obtaining any architectural and design services
necessary for the construction of Your Asian Chao Restaurant You must adapt Our prototypical plans
and spectfications for the construction of Your Asian Chao Restaurant If You choose to participate 1n
the Build-out Program, the cost of architectural and design services, as well as permitting and licensing,
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are included in the Build-out Program Fee (see Item 5) If You do not partictpate in the Build-out
Program, you will not incur the Build-out Program Fee

9 You must obtain and use in Your Asian Chao Restaurant an electronic cash register A
typical Asian Chao Restaurant will need two terminals and one remote printer We will provide to You
customized database configurations and upgrades specific for Your Asian Chao Restaurant to be loaded
on to Your computer system You must obtain from Us a license to use the customized database
configuration in Your Asian Chao Restaurant We have the right, as described 1n Item 11, to access the
data on Your system at Our discretion You must pay the cost for Us to mitiate access to Your system
through Our monitoring software We estimate this one-time cost will be $400 per Asian Chao
Restaurant You must maintain an active phone line for polling at all times at Your cost

(10)  You must have a facsimile machine to communicate with Us and to accept fax menu
orders, and 1t must be able to cut pages as they are received or print on single sheet paper

(11)  We provide immtial traming to Your Operating Principal and General Manager at no
additional charge These estimates include only Your out-of-pocket costs associated with the training of
the Operating Principal and General Manager (including travel, room, meals and wages) These amounts
do not include any fees or expenses for training any other personnel Training 1s for a two week period
Your costs will vary depending on Your selection of lodging and dining facilities, and the mode and
distance of transportation

(12)  You must purchase business cards, brochures and other written materials for use in the
Franchised Business You will typically purchase amounts that may last as long as six months You may
purchase these materials from Us or independent vendors that have been approved by Us All layout and
designs for these materials must be approved by Us

(13)  These are estimates of the costs for obtaining local business licenses which typically
remain 1n effect for one year These figures do not include occupancy and construction permits which
were Included n the leasehold improvement costs The cost of these permits and licenses will vary
substantially depending on the location of the Franchised Business

(14)  These figures are estimates of the cost of the annual premiums for the insurance You
must obtain and maintain for the Franchised Business as described in Item 8

(15)  These amounts are Our estimate of the amount needed to cover Your expenses for the
start-up phase of Your business including professional fees in connection with obtaining and
establishing the Franchised Business, two months’ lease payments, the cost of two months’ advertising
and promotional expenditures, three months’ payroll for a manager, two assistant managers and four
hourly employees, utilities and telephone service for three months, and other costs We estimate the
start-up phase will be three months from the date Your Asian Chao Restaurant opens for business
These figures are estimates and We cannot assure You that You will not have additional expenses
starting Your Asian Chao Restaurant Your actual costs will depend on factors such as Your
management skill, experience and business acumen, local economic conditions, the local market for
products, the prevailing wage rate, competition, and the sales level reached during the start-up phase
These amounts do not include any estimates for debt service
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Except as specifically stated above, the amounts given may be subject to increases based on
changes tn market conditions, Our cost of providing services and future policy changes Currently, We
have no plans to increase payments that are due to Us

If we sell you development rights, your initial investment will not be different than as stated in
this Item, except the Development Fee All costs associated with the Development Agreement will be the
same for each umit opened as would be the case if opening only a single unit, subject to potential
increases 1n these costs over time The approximate cost for a vehicle to view potential sites, oversee the
build-outs, supervise multiple locations, etc will be $2,100 for 3 months

We have relied on Our 16 years of experience 1n this industry to compile these estimates

ITEM 8
RESTRICTIONS ON SOURCES OF PRODUCTS AND SERVICES

You must purchase or lease and install all fixtures, furnishings, equipment (including electronic
cash registers, computer hardware and software), decor items, signs and related items We require  All of
these 1tems must conform to the standards and specifications in Our Manuals (as defined in Item 11) or 1in
other written materials, unless You have first obtained Our written consent for substitutions You may
not install in Your Asitan Chao Restaurant premises any fixtures, furnishings, equipment, decor items,
signs, games, vending machmnes or other items that We have not approved If You lease any of the
property described above from a third party, We must approve the lease in writing before 1t 1s signed
We will not approve the lease unless 1t permits Your interest in the lease to be assigned to Us if the
Franchise Agreement terminates or expires without an assignment or related fee on assignment

To ensure that the highest degree of quality and service 1s mamntained, You must operate the
Restaurant in strict compliance with the methods, standards and specifications that We require in the
Manuals or 1n other written notifications You must maintain 1n sufficient supply and use and sell at all
times only those food and beverage items, ingredients, products, materials, supplies and paper goods that
meet Our standards and specifications All menu items must be prepared in accordance with the recipes
and procedures specified i the Manuals or other written materials You must not deviate from these
standards and specifications by the use or offer of non-conforming items or differing amounts of any
items without obtaining Our written consent first You must sell and offer for sale only those menu
items, products and services that We have expressly approved for sale in writing Y ou must offer for sale
all products and services specified by Us in the manner and style We require, including dine-1n and carry-
out services You must discontinue offering for sale any items, products and services We may
disapprove 1n writing at any time 'We can, and expect to, modify Our standards and specifications as We
deem necessary We will provide You notice in writing of any changes in the Manuals

You must permit Us or Our agents, at any time during business hours, to remove a useful number
of samples of food or non-food items from Your inventory or from the Asian Chao Restaurant free of
charge for testing by Us or by an independent laboratory to determine whether the samples meet Our
then-current standards and specifications Besides any other remedies available to Us, We may bill You

for the testing if We have not previously approved the supplier of the item or if the sample fails to
conform to Our specifications

We are currently the only approved supplier of the imported Italian tile We are the only
approved supplier of the Software used for the operation of the Asian Chao Restaurant There are no
approved suppliers in which any of our officers owns an interest

Asian Chao/ufdd 21a 16



Except for the above specified products, and except for proprietary products, promotional
materials and software configurations provided by Us or Our designated suppliers, You must obtain all
food and beverage items, ingredients, supplies, materials, fixtures, furnishings, equipment (including
electronic cash register, computer hardware and software), and other products used or offered for sale at
the Asian Chao Restaurant solely from suppliers who demonstrate, to Our satisfaction, the ability to
meet Our then-current standards or 1 accordance with Our standards and specifications Our criteria for
supplier approval may be found in the Manuals The suppliers must have adequate quality controls and
the capacity to supply Your needs promptly and reliably

If You wish to purchase, lease or use any products or other items from an unapproved supplier,
You must submit a written request for approval, or must request the supplier to do so We must approve
any proposed product supplier in writing before You make purchases of that product or from that
supplier We can require that Our representatives be permitted to inspect the supplier’s facilities and that
samples from the supplier be delivered either to Us or to an independent laboratory for testing You pay
the cost of the inspection and the test, not to exceed $500 We reserve the right to reinspect the facilities
and products of any approved supplier and to revoke Our approval if the supplier fails to continue to
meet any of Our then-current standards Our supplier approval procedure does not obligate Us to
approve any particular suppher We will notify You within 30 days after We complete the inspection
and evaluation process of Our approval or disapproval of any proposed supplier We grant and revoke
approval of suppliers through notice to our suppliers and franchisees

There 1s currently one purchasing arrangement for franchisees It 1s with Coca-Cola® and this 1s
the only approved soft drink product Our arrangement with Coca Cola applies to Our other restaurant
concepts as well as to Asian Chao Restaurants Our arrangement 1s a 12-year marketing program
commitment signed on September 21, 2007 In addition, We received a $700,000 cash advance from
Coca Cola when We signed the 2007 agreement with Coca Cola If You use Our distributor for Coca
Cola products, You will benefit by receiving Our nattonal pricing for Coca Cola products which 1s at a
substantial discount Our distributor will make arrangements with You to receive the Coca Cola products
you purchase from them If You make arrangements with a local Coca Cola distributor, you shall only
receive discounts that the local distributor can provide We do not receive additional rebates from Coca
Cola for new locations but still receive rebates based on volume purchases (0 25% of the dollar amount)

From the 2005 Coca Cola arrangement for volume purchases, as of December 31, 2015 we
derived revenues of $334,022, or 0 80% of our total revenues of $42,036,021 You must purchase Your
own fountain equipment from Coca Cola when You open Your Restaurant The rebates We receive will
not be shared with Our franchisees and will not be paid to the Advertising Fund if one 1s created Under
Our Franchise Agreement, You have no contractual right to receive any of these rebates, and We have the
right to use them 1n Our discretion

During the last fiscal year ended December 31, 2015, we derived revenues of $2,858,639, or
6 8% of our total revenues of $42,036,021, from required purchases or leases including the above 2005
Coca Cola arrangement

We also receive discounts on purchases of electronic cash register and software from approved
suppliers, these same discounts are also made available to You if You purchase through these approved
suppliers We purchase certain materials, such as cups, napkins, business cards, stationery, flyers, and
brochures using Our Marks, that You must then purchase from Us at Our cost or sources approved or
designated by Us
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You must purchase from Us, or sources designated by Us, the proprietary mixes and trademarked
food products We may sell these items to You or have You purchase them through designated sources at
Our cost, plus shipping, handling, a discretionary mark-up by the supplier and an amount to compensate
Us for Our administrative overhead in connection with these arrangements We negotiated these
contracts from particular vendors 1n an effort to achieve the best price and terms for all Astan Chao
Restaurants and to maintain product consistency and umiformity within the System We receive the
financial benefits discussed above for Our corporate Asian Chao Restaurants due to the volume that is
generated by the combined ordering of Our Asian Chao Restaurants and Our franchisees All
franchisees receive the same volume discount benefit

The purchase of Coca Cola products and other products from designated sources constitute
approximately 10% to 15% of Your imtial start-up expenses and approximately 10% to 15% of Your
ongoing annual food and paper purchases

We are presently negotiating master distribution arrangements with other vendors, which may
include payment to Us of marketing fees from the vendors When negotiated, You must participate in the
distribution arrangement The amount of the marketing fees has not yet been determined, but can be as
high as 20% of the cost of the products There are no purchasing or distribution cooperatives related to
Asian Chao franchises We do not provide any material benefit to franchisees for use of approved
suppliers

You must purchase or lease virtually all goods and services necessary to establish and operate the
Asian Chao Restaurant from Our designees, from suppliers approved by Us, or in accordance with Our
specifications ~We estimate that Your purchases and leases from Us, approved suppliers and in
accordance with Our specifications will be approximately 25% to 35% of Your costs to establish and
operate the Franchised Business

We may continue to develop for use in the System certan products which are prepared from
confidential proprietary recipes and other proprietary products which bear Our Marks Because of the
importance of quahity and umiformity of production and the significance of those products in the System,
it 1s to Your and Our benefit that We closely control the production and distribution of those products
Accordingly, 1f those products become a part of the System, You will use only Our proprietary recipes
and other proprietary products and will purchase those items solely from Us or from a source designated
by Us You must also obtain upgrades for Your electronic cash register system when necessary

All advertising and promotional materials, signs, decorations, paper goods (including menus and
all forms and stationery used in the Asian Chao Restaurant) and other items We designate must bear the
Marks n the form, color, location and manner We require In addition, all Your advertising and
promotion 1n any medium must be conducted n a dignified manner and must conform to the standards
and requirements 1n the Manuals or other written materials We may provide to You You must obtain
Our approval before You use any advertising and promotional matenals and plans if We have not
prepared or approved them during the 12 months before their proposed use

You must obtain Our approval of the site for Your Asian Chao Restaurant before You acquire
the site  You must also obtain Our approval of any contract of sale or lease for Your Asian Chao
Restaurant before You sign the contract or lease At our request, you and your landlord must sign a
Collateral Assignment of Lease (Attachment B to the Franchise Agreement)
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We will make locations for Asian Chao Restaurants available for sublease to you If You
sublease a location from Us, You must sign the form of sublease agreement attached as Attachment F to
the Franchise Agreement Generally, We will make the locations available on the same terms as We
have leased them from the landlord You must reimburse Us for any expenses We have incurred in
acquiring the nights to lease the premises, including real estate consulting fees and legal fees, and pay an
additional month of security

Insurance

Before You open Your Asian Chao Restaurant for business, You must obtain the insurance
coverage for the Asian Chao Restaurant specified below This insurance coverage must be maintained
during the term of the Franchise Agreement and must be obtamned from a responsible carrier or carriers
acceptable to Us

1 Comprehensive General Liability Insurance, including broad form contractuat
lhiability, broad form property damage, personal injury, advertising injury, completed operations,
products hiability and fire damage coverage, 1n the amount of $2,000,000 combined single limit
You must carry umbrella coverage in excess of $2,000,000 for each franchised location

2 “All Risks” coverage for the full cost of replacement of the Asian Chao
Restaurant premises and all other property in which We may have an interest with no
coinsurance clause

3 Crime insurance for employee dishonesty in the amount of $10,000 combined
single Limit

4 Business Interruption insurance 1n a sufficient amount to cover profit margins,
maintenance of competent and desirable personnel and fixed expenses for at least 90 days

5 Workers’ compensation nsurance 1n amounts provided by applicable law or, if
permissible under applicable law, any legally appropriate alternative providing substantially
similar compensation to injured workers, subject to the conditions 1n the Franchise Agreement

6 Other nsurance required by the state or locality in which the Astan Chao
Restaurant 1s located and operated or as required by the sublease

You may, after obtaining Our written consent, elect to have different deductibles under the
coverages described in paragraphs 1 - 6 above Also, related to any construction, renovation or
remodeling of Your Asian Chao Restaurant, You must mamtain builders risks insurance and
performance and completion bonds 1n forms and amounts and written by a carrier or carriers satisfactory
to Us All of the polictes must name Us, Our affiliates and Our respective officers, directors,
shareholders, partners, agents, representatives, independent contractors, servants and employees as
additional sured and must include a waiver of subrogation n favor of all those parties

When determining whether to grant new or additional franchises, We consider many factors,
including compliance with the above requirements
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FRANCHISEE'S OBLIGATIONS

ITEM9

This table hists your principal obligations under the franchise and other agreements It will
help you find more detailed information about your obhgations in these agreements and in other

items of this disclosure document

Obligation

Section 1n Agreement

Item 1n Disclosure Document

a Site selection and
acquisition/lease

Section I of Franchise
Agreement

Items 5,6, 7,8, 10and 11

b Pre-opening purchases/leases

Section VII of Franchise
Agreement

Items 5,7, 8and 11

¢ Site development and other
pre- opening requirements

Section II of Franchise
Agreement

Items 7 and 11

d Initial and ongoing training

Section VI of Franchise

Items 5, 6 and 11

X1V of Franchise Agreement and
Sections I, 11T and VIII of

Agreement

e Opening Section II of Franchise Item 11
Agreement

f Fees Sections III, IV VI, VIII X and Items 5,6, 7, 11 and 12

information

Attachment D of Franchise
Agreement, Attachment B to
Development Agreement,
Software License Agreement

Development Agreement
g Comphiance with standards Section VII of Franchise Items 8, 11, 14 and 16
and policies/ Manuals Agreement
h Trademarks and proprietary Sections IX and X and Items 13 and 14

1 Restrictions on

Section VII of Franchise

Items 8 and 16

products/services offered Agreement
J  Warranty and customer Section VII of Franchise Not Applicable
service requirements Agreement
k Ternitorial development and Section III of Development Item 12
sales quotas Agreement
1 Ongoing product/service Section VII of Franchise Items 8 and 16
purchases Agreement
m Maintenance, appearance and Section VII of Franchise Item 16
remodeling requirements Agreement
n Insurance Section XII of Franchise Items 7 and 8
Agreement
0o Advertising Section VIII of Franchise Items 6 and 11
Agreement
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Oblhgation Section 1n Agreement Item 1n Disclosure Document

p Indemnification Section XV of Franchise Items 10 and 13
Agreement and Section X of
Development Agreement
q Owner’s Section VI of Franchise Items 1, 11 and 15
participation/management/ Agreement and Sections VI and
staffing IX of Development Agreement
r Records and reports Sections IV and XI of Franchise Items 6 and 11
Agreement
s Inspections and audits Sections II, VII and XI of Items 6, 8 and 11
Franchise Agreement
t Transfer Section XIV of Franchise Items 6 and 17

Agreement and Section VIII of
Development Agreement

u Renewal or Extension of Section III of Franchise Items 6 and 17
Rughts Agreement and Section III of
Development Agreement

v Post-termination obhigations Section XVIII of Franchise Item 17
Agreement and Section VII of
Development Agreement

w  Non-competition covenants Section X and Attachment D of Item 17
Franchise Agreement, Section IX
and Attachment B of
Development Agreement

x Dispute Resolution Section XIX of Franchise Item 17
Agreement and Section XV of
Development Agreement

y Liquidated damages Section XVIII of Franchise Item 6
Agreement

ITEM 10
FINANCING

We do not offer, either directly or indirectly, any financing arrangements to You We do not
guarantee Your notes, leases or other obligations, except as described below

In this Item 10, any references to Us also include Our affiliates

We shall give you the option and make locations for Your Asian Chao Restaurant available for
sublease to You (the “Sublease™) If You choose to sublease a location from Us, You must sign the form
of sublease agreement attached as Attachment F to the Franchise Agreement Generally, We make the
locations avatlable on the same terms as We have leased them from the landlord The Sublease will be
subject and subordinate to the lease agreement (the “Master Lease™) between Us and the landlord (the
“Master Lessor””) (Sublease, Section 1 1) Under the Master Lease, We are the Lessee of the Master
Lessor Under the Sublease, We are the Sublessor and You are Our Sublessee You will have the
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opportunity to have the Master Lease and the Sublease evaluated by Your own real estate consultant or
attorney and to make an independent evaluation of the Subleased Premises

You must reimburse Us for any expenses We have incurred 1n acquiring the rights to lease the
premises, including real estate consulting fees and legal fees, and one additional month of security

You must pay all rents and other sums required to be paid under the Master Lease directly to
Master Lessor, but we have the right to require proof of this payment If You fail to make Your monthly
lease payments to Master Lessor, You must make the monthly lease payment directly to Us at least 15
days prior to the lease payment due date We shall then pay the monthly lease payment to Master Lessor
You will have no right, and must waive all nghts which You might have, to claim any lien against the
Subleased Premises or to withhold, deduct from or offset against any rent or other sums to be paid to
Master Lessor or Us by You

Unless the Master Lease 1s terminated early, the term of the Sublease will begin on the date the
Master Lease begins and will end one day before the Master Lease expires (Sublease, Section 1 6 )

There 1s no security interest under the Sublease and there are no pre-payment penalties

If Master Lessor defaults in the performance of any of its obligations under the Master Lease,
We will, on Your written request and at Your expense, use Our diligent good faith efforts to enforce the
Master Lease and obtain Master Lessor’s compliance with 1ts obligations (Sublease, Sections 14 and
15)

If You breach the Sublease, 1n addition to all other rnights We may have at law or equity, We will
have all the rights against You that would be available to the Master Lessor against Us under the Master
Lease, and We will have the right to terminate your Franchise Agreement (Sublease, Section 4 1)

Your Controlling Principals may have to guarantee Your obligations and habilities under the
Sublease (the “Guarantors™) and sign the form of guarantee (the “Guaranty”) included 1in Attachment F to
the Franchise Agreement (Sublease, Sections 53, 54 and 57) The Guarantors must guarantee Your
payment and performance as the subtenant under the terms of the Sublease, as if they had signed the
Sublease as subtenant The Guarantors must waive notice of acceptance of the Guaranty and all other
notices concerning the habilities, obligations and duties guaranteed, including notices of default by
subtenant under the Sublease, and waive dihgence, presentment and suit on Our part 1n the enforcement
of any lability, obligation or duty guaranteed Suit may be brought and maintained aganst the
Guarantors by Us to enforce any liability, obligation or duty guaranteed without joinder of any other
person The lLiability of the Guarantors will not be affected by any termination of the Sublease 1If We
continue to be hable All sums to be pard by the Guarantors under the Guaranty must be paid at Our
principal address Any action under the Guaranty may be maintained in Seminole County, Florida, and
the Guarantors must submit to the junsdiction and venue of those courts regarding any action The
Guarantors must pay any attorneys’ fees and expenses We ncur to enforce Our rights The Guaranty
may be assigned by Us No assignment by the Guarantors or subtenant, without Our consent, will stop or
dimimsh the Guarantor’s habihity The Guaranty will be binding on the subtenant, the Guarantors and
their respective heirs, successors and assigns (Sublease, Exhibit B)
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ITEM 11
FRANCHISOR'S ASSISTANCE, ADVERTISING, COMPUTER SYSTEMS AND TRAINING

Except as listed below, we are not required to provide you with any assistance

Pre-Opeming Obligations Before the opening of an Asian Chao Restaurant We will provide
the following assistance and services

1 Our written site selection guidelines and the site selection assistance We deem
advisable (Franchise Agreement, Section V (1))

2 One on-site evaluation, and additional on-site evaluations as We deem necessary
or 1n response to Your request for site approval (Franchise Agreement, Section V (2))

3 On loan, one set of prototypical architectural design plans and specifications for
an Asian Chao Restaurant for adaptation by You, at Your expense (Franchise Agreement,
Section V (3))

4 On loan, one set of the Manuals which We may revise (Franchise Agreement,
Section V (4) )

5 On loan through Our designee, one copy of the database configuration software
to be used 1n the operation of the Asian Chao Restaurant (“Software™), which will be licensed to
You by Us under the Software License Agreement (see Attachment E to the Franchise
Agreement) We (or Our designee) will also make available to You enhancements, upgrades or
replacements to the Software that are developed by or for Us We (or Our designee) reserve the
right to charge a fee for the upgrades or enhancements (Franchise Agreement, Section V (14) )

6 A hist of Our approved suppliers (Franchise Agreement, Section V (9) )
7 An mitial training program for Your Operating Principal and General Manager at
no additional charge to You If You wish to have additional personnel trained, We charge $1,500

per person (Franchise Agreement, Section V (10) )

8 On-site pre-opening assistance at the Asian Chao Restaurant (Franchise
Agreement, Section V (11))

9 Advertising and promotional materials for use in the pre-opening promotion of
the Asian Chao Restaurant (Franchise Agreement, Section V (6) )

10 Make available via Sublease, a pre-selected mall location for You to assume as
your Asian Chao site for your Restaurant (Franchise Agreement, Attachment A)

We are not required to provide any other service or assistance to You before the opening of the
Asian Chao Restaurant

The above services will be provided to You as a Developer for each Franchise Agreement that
You sign under the Development Agreement
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Post-Opeming Obligations We will provide the following services and assistance after the
opening of the Asian Chao Restaurant

1 If We determine 1t 1s necessary, visits to, and evaluations of, the Asian Chao
Restaurant and the products and services provided to make sure that the high standards of
quality, appearance and service of the System are mantained (Franchise Agreement, Section

V(5))

2 Advertising and promotional materials for in-store marketing and Local
Advertising for the Asian Chao Restaurant to be ordered and paid by You (Franchise
Agreement, Section V (6) )

3 Updates to the Manuals concerning techniques of managing and operating the
Asian Chao Restaurant, including new developments and improvements in equipment, food
products, packaging and preparation (Franchise Agreement, Section V (7))

4 Certain merchandise, including promotional products, for use in the Asian Chao
Restaurant and for resale to Your customers, in quantities sufficient to meet Your customer
demand, at a reasonable cost are made available to franchisees 1n the System We also may, at
Our option, make available to You certain other equipment, inventory and decor items at a
reasonable cost (Franchise Agreement, Section V (8) )

5 On-site post-opening assistance at the Asian Chao Restaurant as We find
appropriate (Franchise Agreement, Sections V (11) and VIE (3))

6 Tramning programs and seminars and other related activities regarding the
operation of the Asian Chao Restaurant as We may conduct for You, or Asian Chao Restaurant
personnel generally, which Your Operating Principal, General Manager and other Asian Chao
Restaurant personnel may be required to attend (Franchise Agreement, Section VI E(2) )

7 On-site remedial training for Your Asian Chao Restaurant personnel when You
request 1t or as We find appropriate If the remedial training 1s requested by You, You must pay
Our then-current per diem rate for each of Our employees providing the training and reimburse
Our expenses 1n providing the training (Franchise Agreement, Section VI E(4) )

8 Administration of the advertising fund, when and if 1t 1s created (Franchise
Agreement, Sections VIIIC and D)

9 Mamtenance of the Software, as needed (Franchise Agreement, Section
V (14))

We are not required to provide any other service or assistance to You for the continuing
operation of the Asian Chao Restaurant

The above services will be provided to You as a Developer for each Franchise Agreement that
You sign under the Development Agreement

Advertising You must spend annually, throughout the term of the Franchise Agreement, 1% of
the Gross Sales of the Asian Chao Restaurant on advertising for the Asian Chao Restaurant in Your
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Area of Primary Responsibility for Local Advertising This amount 1s not paid to Us If Your landlord
requires You to participate in any marketing or promotion fund, the amounts You, pay may be applied
towards satisfying Your Local Advertising obligations We must approve all of Your advertising
materials before You use them We shall approve or disapprove Your advertising matenals within 15
business days of Our receiving them You cannot advertise or use Our Marks 1n any fashion on the
Internet, World Wide Web or via other means of advertising through telecommunication without Qur
express written consent You must provide Us with an advertising expenditure report to show that You
have complied with the Local Advertising requirement on or before the 1st day of February following the
end of each calendar year If 1st day of February 1s not a business day, then the report 1s due on the next
business day Costs and expenses You imcur with any of the following are not to be included mn Your
expenditures on Local Advertising unless We approve 1n advance 1n writing

1 Incentive programs for Your employees or agents, including the cost of honoring
any coupons distributed 1n connection with the programs,

2 Research expenditures,
3 Food costs incurred in any promotion,
4 Salaries and expenses of Your employees, including salanes or expenses for

attendance at advertising meetings or activities,

5 Charitable, political or other contributions or donations,
6 In-store materials consisting of fixtures or equipment, and
7 Seminar and educational costs and expenses of Your employees

We also reserve the right to establish and administer an advertising fund (the “Fund”) to
advertise the System on a regional or national basis and which will be contributed 1nto only by our non-
mall franchisees We do not anticipate enacting the Fund within the next calendar year, or until We have
at least 10 non-mall based Asian Chao Restaurants open and operating to provide regional or national
advertising for the benefit of the System When We do establish the Fund, You must contribute to the
Fund 1% of the Gross Sales of the Asian Chao Restaurant for each Accounting Period to be paid in the
same manner as the royalty payments During the term of the Franchise Agreement, for designated
special promotions, We may have You allocate to the Fund all or part of Your Local Advertising
expenditures and Cooperative contributions (described below)

When established, the Fund will be maintained and administered by Us or Our designee as
follows

| We will direct all advertising programs and have sole discretion to approve the
creative concepts, materials and media used in the programs and their placement and allocation
The Fund 1s intended to maximize general public recognition and acceptance of the Marks and
improve the collective success of all non-mall based Asian Chao Restaurants operating under the
System For non-mall based Asian Chao Restaurants operated by Us or Our affiliates, We or
Our affiliates will contribute to the Fund generally on the same basis as You In administering
the Fund, We and Our designees do not need to make expenditures for You that are equivalent or
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proportionate to Your contribution or to ensure that any particular franchisee benefits directly or
pro rata from the placement of advertising

2 The Fund may be used to satisfy the costs of maintaining, administering,
directing and preparing advertising, including the cost of preparing and conducting television,
radio, magazine and newspaper advertising campaigns, direct mail and outdoor billboard
advertising, public relations activities, employing advertising agencies, and costs of Our
personnel and other departmental costs for advertising that We administer or prepare internally
All sums You pay to the Fund will be maintained 1n a separate account and We may use them to
defray Our admunistrative costs and overhead that We may incur in the administration or
direction of the Fund and advertising programs for You and the System The Fund and 1its
earnings will not benefit Us The Fund is operated solely to collect and spend the advertising
fees as outlined above Any sums paid to the Fund that are not spent in the year they are
collected will be spent 1n the following year or returned to the contributors in proportion to the
respective amounts paid by them, without interest, on the basis of their respective contributions

3 We will prepare an annual statement of the operattons of the Fund that will be
made available to You if You request it The Fund statements may be unaudited

4 Although the Fund 1s intended to be perpetual, We may terminate the Fund at
any time The Fund will not be terminated until all monies 1n the Fund have been spent for
advertising or promotional purposes or returned to contributors on the basis described n
paragraph 2, above

We currently advertise the Asian Chao Restaurants and the products offered by the Astan Chao
Restaurants primarily using point of purchase advertising materials, in-store promotions and print media
As the number of Asian Chao Restaurants in the System expands, We envision using other forms of
media, including n-store promotions, give-aways and newspaper advertising campaigns, and direct mail
and outdoor billboard advertising The majonty of Our advertising 1s developed by members of Our
staff Advertising presently 1s conducted on a local basis by Our affiliates Once the franchise program
has grown more significantly, We contemplate advertising on a national, regional and local basis through
the use of the Fund, Local Advertising and Cooperatives (described below)

We presently do not have a National Advertising Council For the fiscal year ending December
31, 2015, We did not collect any money for the Fund since the Fund was not created

We have the right to have our franchisees form cooperatives which will be comprised of all
franchised Asian Chao Restaurants and Asian Chao Restaurants in designated geographic areas Each
Asian Chao Restaurant has one vote in the cooperative  These cooperatives will spend therr
contributions within their local metropolitan statistical areas (“MSA’S”) No cooperatives have been
established as of the date of this Disclosure Document

We may designate any geographic area in which two or more Asian Chao Restaurants are
located as a region for purposes of establishing an advertising cooperative (“Cooperative”) The
members of the Cooperative for any area will be all the Asian Chao Restaurants within that area,
whether operated by Us, Our affiliates or Our franchisees We will determine 1n advance how each
Cooperative will be organized and governed and when 1t must start operation We have the right to
dissolve, merge or change the structure of the Cooperatives Each Cooperative will be organized for the
exclusive purposes of administering advertising programs and developing, subject to Our approval,
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promotional materials for use by the members in Local Advertising If a Cooperative has been
established for a geographic area where Your Asian Chao Restaurant 1s located when the Franchise
Agreement 1s signed, or 1if any Cooperative 1s established during the term of the Franchise Agreement,
You must sign all documents We request and become a member of the Cooperative according to the
terms of the documents A copy of the Cooperative documents applicable to the geographic area in
which Your Asian Chao Restaurant will be located will be provided to You if You request 1t

You must contribute to the Cooperative the amounts required by the documents governing the
Cooperative  You will not have to contribute more than 1% of Your Gross Sales during each month to
the Cooperative unless, subject to Our approval, the members of the Cooperative agree to the payment of
a larger fee The payments may be applied by You toward satisfaction of Your Local Advertising
requirement or to your mall marketing fees that must be spent under your Sublease Your contributions
to a Cooperative may also be allocated by Us to the Fund, as described above All contributions to the
Cooperative will be maintamed and administered 1n accordance with the documents governing the
Cooperative The Cooperative will be operated solely to collect and spend the Cooperative fees for the
purposes outlined above No advertising or promotional plans or materials may be used by the
Cooperative or furnished to its members without first obtaining Our approval Each Cooperative must
prepare an annual financial statement reporting its expenditures for the previous year to its members

If We establish a Fund and a Cooperative applicable to Your Asian Chao Restaurant, Your total
required contribution to the Fund and the Cooperative will not exceed 3% of Your Gross Sales

Neither the Fund nor any Cooperative will use any funds for advertising that 1s principally a
solicitation for the sale of franchises for Asian Chao Restaurants

You must also pay Your pro rata share of the cost of a Yellow Pages trademark or other business
listings to be placed by Us for all Asian Chao Restaurants in Your Asian Chao Restaurant’s local
market area If You operate the only Asian Chao Restaurant under the System 1n the local market area,
You will pay the full cost of any Yellow Pages trademark advertising or other business listing, unless We
determine, 1n Our sole discretion, that placement of a Yellow Pages trademark listing or other business
listings for the local market area 1s not economically justified Any amount You pay for Yellow Pages
trademark or other business listings may not be applied by You toward satisfaction of Your Local
Advertising requirement, and will be 1n addition to your Sublease marketing requirements

Except as described above, We do not need to spend any amount on advertising in the area where
Your Asian Chao Restaurant 1s located

Trammng No later than 30 days before the date Your Asian Chao Restaurant begins operation,
Your Operating Principal and General Manager must attend and complete, to Our satisfaction, Our nitial
tramning program  We will conduct this training at Our corporate headquarters and an Asian Chao
Restaurant operated by Our affiliate in Longwood, Florida or at another location We designate Initial
training programs will be offered at various times during the year depending on the number of new
franchisees entering the System, replacement operating principals and general managers and other
personnel needing training, the number of new Asian Chao Restaurants being opened by Our affiliates
and the timing of the scheduled openings of Asian Chao Restaurants to be operated by Our affiliates and
franchisees generally It 1s anticipated that the initial training program will be offered five or six times a
year The initial tramning program will generally last two weeks We will provide instructors and training
materials for the imtial training of Your Operating Principal and General Manager at no additional
charge to You You may also have additional personnel trained by Us for the Asian Chao Restaurant,
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although We may charge $1,500 per person for that training We will determine whether the Operating
Principal and any General Manager have satisfactorily completed initial training  If the Operating
Principal or General Manager does not satisfactorily complete the initial training program or 1f We
determine that these persons cannot satisfactorily complete the training program, You must designate a
replacement to satisfactorily complete the training Any Operating Principal or General Manager
subsequently designated by You must also receive and complete the mitial training We reserve the right
to charge a fee for the imtial training We provide to a replacement or successor Operating Principal or
General Manager, if We have not approved You to provide the traning If You fail to have a
replacement manager attend training and be certified as meeting Our requirements, We may charge You a
support fee of $50 per week until a replacement General Manager 1s trained or certified You must pay
for all expenses You and Your Operating Principal, General Manager and other personnel incur for any
training program, including costs of travel, lodging, meals and wages

If We approve You to provide training, You must, at Your expense, conduct the initial training
program and other training programs for any replacement or successor Operating Principal, General
Manager and other Asian Chao Restaurant personnel In that case, We may require You to have any
person You train recetve Our training certification  You may have to pay a fee to Us (currently, $500) to
obtain training certification for any of the Asian Chao Restaurant personnel described above The fee
charged would not exceed the per diem rate of the personnel conducting the certification and their
expenses incurred 1n conducting the certification

The Operating Principal, General Manager and other personnel must attend any additional
training programs and seminars We offer For all of these programs and seminars, We will provide the
mnstructors and training materials If the training ts mandatory, We will not charge You a fee for
attending the tramning We reserve the right to charge a fee for the additional training programs and
seminars that We provide on an optional basis You will also pay for all expenses You or Your
Operating Principal, General Manager and other personnel incur i participating in any additional
training, including costs of travel, lodging, meals, and wages

For the opening of Your Asian Chao Restaurant, We will provide You with one of Our trained
representatives  The tramned representative will provide on-site pre-opening and opening training,
supervision, and assistance to You for 2 to 3 days This training and assistance will be provided to You
at no additional expense For any additional assistance requested by You and any similar assistance that
We provide to a replacement Asian Chao Restaurant, if the premises are destroyed or the Asian Chao
Restaurant must be closed for any other reason, We reserve the right to have You pay Us the per diem fee
then being charged (currently, $500) to franchisees generally for trained representative assistance,
including payment of any expenses the trained representative incurs, such as costs of travel, lodging, and
meals

We maintain a formal traming staff who will be conducting the opening training described
below Danny Chan will oversee training Danny Chan has been managing Asian Chao Restaurants and
conducting traming with Us since 2002 We may also draw on the substantial experience of other Asian
Chao Restaurant personnel of Us or affiliates in conducting Asian Chao Restaurant operations training
The instructional materials used n the mitial tramning are Our Operations Manual, marketing and
promotion matenials, programs related to the operation of the point of purchase system, and other written
directives related to the operation of the Asian Chao Restaurant (collectively, the “Manuals”)

The subjects covered, hours of classroom and on the job training and instructions providing the
initial training program are described below
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TRAINING PROGRAM

Hours of Hours of on
Subject Classroom the Job Location
Training Trainin
Orientation & 0 Approx 8 Longwood, Florida
Confidentiality hours
Operations/ Food 0 Approx 48 Longwood, Florida
Preparation hours
Personnel Mgmt & 0 Approx 10 Longwood, Florida
Scheduling hours
Marketing 0 Approx 8 Longwood, Flonda
hours
Reports 0 Approx 6 Longwood, Florida
hours

The entire training program s subject to change due to updates in materials, methods, manuals
and personnel without notice to You The instructors have at least one year experience with Us in the
field that 1s relevant to the subject taught and Our operations

If You request or as We deem appropriate, We will, during the term of the Franchise Agreement,
subject to the availability of personnel, provide You with additional trained representatives who will
provide on-site remedial traning to Your Asian Chao Restaurant personnel For additional training that
You request, You may have to pay the per diem fee then being charged (currently, $500) to franchisees
under the System for the services of Our trained representatives, plus their costs of travel, lodging and
meals The per diem fee will not be charged if the assistance 1s based on Our determination that the
tramning 1s necessary We reserve the right to charge for Our expenses incurred 1n providing the
assistance

The Table of Contents for Our Operations Manual 1s attached as Exhibit J to this Disclosure
Document It contains 72 pages

Site Selection You must locate, obtain and develop a site for Your Asian Chao Restaurant
within the Assigned Area as defined 1n Item 12 You must construct and equip Your Asitan Chao
Restaurant at the accepted site  You will select the site for the Asian Chao Restaurant subject to Our
approval The Asian Chao Restaurant may not be relocated without first obtaining Our written consent
Before You lease the site for Your Asian Chao Restaurant, You must locate a site that satisfies Our site
selection guidelines  You must submit to Us 1n the form We specify a description of the site, including
evidence that the site satisfies Our site selection guidelines, together with other information and materials
that We may require, including a letter of intent or other evidence that confirms Your favorable prospects
for obtaining the site  You must submit information and matenals for the proposed site to Us for
approval no later than 30 days after You have signed the Franchise Agreement We will have 30 days
after We receive this information and materials from You to approve or disapprove the proposed site as
the location for the Asian Chao Restaurant You must lease, at Your expense, the site for the Asian
Chao Restaurant within 45 days after We approve 1t You must obtain Our approval of any sale or lease
contract before You sign it If We and You cannot agree on a site within 3 months, We may terminate
your Franchise Agreement
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We will provide You with Our current written site selection guidelines and any other site
selection counseling and assistance We think s advisable Our criteria for site selection may specify that
You conduct, at Your expense, an evaluation of the demographics of the market area for the location
(including the population and income level of residents in the market area), aerial photography, size and
other physical attributes of the location, shopping mall, tenant mix, proximity to residential
neighborhoods and proximity to schools, shopping centers, entertainment facilities and other businesses
that attract consumers and generate traffic

We will also provide You an on-site evaluation of the proposed site, at no additional charge We
have the right to have You reimburse Us for Our expenses, which include the cost of travel, lodging,
meals and wages We will not provide an on-site evaluation for any proposed site before receiving the
materials that You must submut to Us as described above For additional on-site evaluations or if the
Franchise Agreement does not relate to Your first Asian Chao Restaurant, We reserve the right to charge
a fee for each evaluation in addition to Our expenses

As described above 1n Items 8 and 10, We may make available for sublease to you locations for
Asian Chao Restaurants We do not need to obtain a site for You If You choose to sublease a location
from Us, You must sign the form of sublease agreement attached as Attachment F to the Franchise
Agreement Generally, We will make the locations available on the same terms as We have leased them
from the Master Lessor You must reimburse Us for any expenses incurred mn acquiring the rights to
lease the premises, including real estate consulting fees and legal fees Under those circumstances, You
will not need to follow the procedures for site selection described above

We estimate that the time from the signing of the Franchise Agreement to the time you begin
operations of Your Asian Chao Restaurant will be approximately 6 to 9 months This time may be
longer depending on the time necessary to obtain an accepted site, to obtain financing, to obtain the
permits and hcenses for the construction and operation of the Asian Chao Restaurant, to complete
construction or remodeling as it may be affected by weather conditions, shortages, delivery schedules and
other similar factors, to complete the interior and exterior of the Asian Chao Restaurant, including
decorating, purchasing and nstalling fixtures, equipment and signs, and to complete preparation for
operating Your Asian Chao Restaurant, including purchasing inventory and supplies You must open
Your Asian Chao Restaurant and begin business within the time period designated in your lease or
Sublease If You do not obtain a site from Us and do not construct the Asian Chao Restaurant within the
time periods 1dentified in Section II of the Franchise Agreement, We have the right to terminate the
Franchise Agreement and not refund any money to you

Computer and Electronic Cash Register Systems As described in Jtems 6, 7 and 8, You must
purchase and use the electronic cash register systems, and software that meet Our specifications and that
are capable of electronically connecting with Our computer system The system 1s used by Us to collect
and monitor point of sale information, and may be expanded to collect and monitor inventory control and
shrinkage, payroll and accounting information, and credit card processing We have developed certain
database configuration Software specifically for tracking information relevant to the Asian Chao
Restaurants’ business which 1s proprietary to Us No other compatible or comparable program has been
approved by Us You must pay the cost for Us to initiate access to Your system through Our monitoring
software We estimate this one-time cost will be $400 per Asian Chao Restaurant We (or Our
designee) will provide You updates to maintain the Software Although We do not charge an mitial
license fee for the use of the Software, We (or Our designee) reserve the right to charge a fee to
compensate Us for Our costs in preparing the updates and maintaining the Software in the future There
are no limtations on the frequency and cost of the updates Currently, We anticipate the cost of annual
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updates to range from $150 to $300 per year You must sign the Software License Agreement attached
as Attachment E to the Franchise Agreement, as described in Item 8

The system 1s designed to enable Us to have independent access to the information stored and
monitored by the system, and there 1s no contractual limitation on Qur access or use of the information
We obtain  You must nstall and maintain equipment and a telecommunication line tn accordance with
Our specifications to permit Us to access the electronic cash register (or other computer hardware and
software) at the Asian Chao Restaurant premises as described above This will permut Us to inspect and
monitor electronically information concerning Your Asian Chao Restaurant’s Gross Sales and any other
information that may be contained or stored in the equipment and software It 1s Your responsibility to
make sure that We have access at the times and 1n the manner We specify, at Your cost

You must have a cash register/computer system We do not specify the kind or type of computer
system that you must obtain and operate, and we do not take on any responsibility for maintaining or
upgrading any computer equipment or cash registers that you operate The cost of the cash
register/computer system ranges from $3,500 to $5,500 We cannot provide an estimate of the cost you
will incur to maintain or upgrade the cash register and computer system that you select The estimated
cost of maintenance, updating, upgrading or support contracts for the computer system can range from
$250 to $600 per year Our only requirement 1s that your computer system must have a Modem and
Internet access to be able to interface with our computer system We may revise Our specifications for
the hardware as We determine necessary to meet the needs of the System There 1s no contractual
limitation on Our ability to require the hardware be improved or upgraded

It will be a material default under the Franchise Agreement if You fail to maintain the equipment,
lines and communication methods 1n operation and accessible to Us at all times throughout the term of
the Franchise Agreement

You must, at Our option, sign the forms and documents that We deem necessary to appoint Us
Your true and lawful attorney-in-fact with full power and authority for the sole purpose of assigning to
Us upon the termination or expiration of the Franchise Agreement (1) all rights to the telephone numbers
of the Asian Chao Restaurant and any related and other business listings, and (1) Internet listings,
domain names, Internet Accounts, advertising on the Internet or World Wide Web, websites, listings with
search engines, e-mail addresses or any other similar listing or usages related to the Asian Chao
Restaurant You have no authority to establish any website or listing on the Internet or World Wide Web
without Our express written consent

You must not engage 1n any promotional activities or sell products, accessories or services,
whether directly or indirectly, through the internet, the World Wide Web, or any other similar proprietary
or common 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 toll-free numbers

ITEM 12
TERRITORY

Franchise Agreement The Franchise Agreement grants You the right to operate an Asian
Chao Restaurant at a single location that You select within the Assigned Area and that We approve
(“Assigned Area”) Attachment A to the Franchise Agreement lists the specific street address of the
accepted location and has a description of Your Assigned Area You must operate the Asian Chao
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Restaurant only at this accepted location and may not relocate the Asian Chao Restaurant without first
obtaining Our written consent You may not establish or operate another Asian Chao Restaurant unless
You enter into a separate Franchise Agreement If your lease for the premises of the Restaurant
terminates without your fault, or if the premises are damaged, condemned or otherwise unusable, or if 1n
your and our reasonable judgment there 1s a change in the character of the location of the Restaurant
sufficiently detrimental to 1ts business potential to warrant its relocation, we shall grant permission to
you for relocation of the Restaurant

During the term of the Franchise Agreement, We and Our affiliates will not establish an Asian
Chao Restaurant or authorize any other person or entity to establish an Asian Chao Restaurant within
the Assigned Area The Assigned Area will generally be the contiguous property controlled by the
landlord in which the Asian Chao Restaurant 1s located, such as a shopping mall If your Asian Chao
Restaurant 1s located in a non-traditional area (as described below), the Assigned Area will be limited to
the specific physical space occupied by the Asian Chao Restaurant We will determine the Assigned
Area before the Franchise Agreement s signed based on various market and economic factors such as an
evaluation of market demographics, the market penetration of the System and similar businesses, the
availability of appropniate sites and the growth trends in the market

A “Non-Traditional Area” 1s defined in the Franchise Agreement as any area of retail sales
establishments or food courts (other than in the retail shopping mall in which the Asian Chao Restaurant
1s located), airports, hospitals, cafeterias, commissaries, schools, hotels and stadiums, arenas, ballparks,
festivals, fairs and other mass gathering locations or events, and the premises of certain customers with
corporate campus or institutional feeding sites that have an agreement with Us to place an Asian Chao
Restaurant in more than one of their facilities  You will not receive an exclusive territory  You may face
competition from other franchisees, from outlets that We own, or from other channels of distribution or
competitive brands that We control

We, Our affihates, and any other authorized person or entity may, at any time, advertise and
promote the Asian Chao Restaurant 1n the Assigned Area Our affiliates currently operate, or may in the
future operate, restaurants under different marks and with operating systems that are the same or similar
to the System, and any of these restaurants might compete with Your restaurant We and any of Our
current or future affiliates may own, acquire, establish, and/or operate, and license others to establish
and operate, businesses under other proprietary marks and/or other operating systems, regardless of
whether those businesses are the same, similar, or different from the Asian Chao Restaurant

This offering 1s generally for an Asian Chao Restaurant of approximately 550 to 850 square feet
located 1n a food court, or 800 to 1,500 square feet if located in an in-line space, in shopping malls with
approximately 800,000 square feet or more Generally, Our franchise sites will not vary significantly
from the food court or in-line prototypes described above, but We do have sites in airport locations and
may consider other locations on a case-by-case basis

We and Our affiliates may also offer and sell and authorize others to offer and sell (1) collateral
products under the Marks at or from any location, (11) food and beverage services under the Marks at or
through any Asian Chao Restaurant or other permanent, temporary or seasonal food service facility 1n
any Reserved Area (as defined below), and (1) any products or food and beverage services under any
other names and marks, including Our two other restaurant concepts, Maki of Japan Oriental Eatery and
Chao Cajun, a Cajun Eatery During the term of Your franchise agreement, We may be offered a
location that 1s within Your Assigned Area for one of Our other concepts, Maki of Japan Oriental Eatery
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and Chao Cajun, a Cajun Eatery We will give You an opportunity to acquire this location for one of
those concepts If You choose not to purchase that concept, We or Our Affiliate will have the right to
open 1t for Ourselves or themselves

You may sell Our proprietary products and related merchandise to customers who live anywhere
but who choose to dine in Your Restaurant You may not engage in any promotional activities or sell
Our proprietary products or similar products or services, whether directly or indirectly, through or on the
Internet, the World Wide Web, or any other similar proprietary or common 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 toll-free numbers, directed to or received from customers or
prospective customers located anywhere You may not place advertisements in printed media and on
television and radio that are targeted to customers and prospective customers located outside of Your
Assigned Area You have no options, rights of first refusal, or similar rights to acquire additional
franchises, except as described above related to Our other concepts, Maki of Japan Oriental Eatery and
Chao Cajun, a Cajun Eatery

Although We have not done so, We and Our affiliates may sell products under the Propretary
Marks within and outside Your Assigned Area through any method of distribution other than a dedicated
Asian Chao Restaurant, including sales through channels of distribution such as the Internet, catalog
sales, telemarketing or other direct marketing sales (together, “alternative distribution channels”) You
may not use alternative distribution channels to make sales outside or inside Your Assigned Area except
as described in the following paragraph and You will not receive any compensatton for Our sales through
alternative distribution channels except as described 1n the following paragraph

If We engage 1n electronic commerce through any Internet, World Wide Web or other computer
network site or sell through any other alternative distribution channel, and We receive orders for any
proprietary products or other products offered by an Asian Chao Restaurant calling for performance in
Your Assigned Area, then We will offer the order to You at the price We establish If You choose not to
fulfill the order or are unable to do so, then We, one of Our affiliates or a third party We designate
(including another franchisee) may fulfill the order, and You will not be entitled to any compensation in
connection with this

We have not yet established other franchises or company-owned outlets or another distribution
channel selling or leasing similar products or services under a different trademark, except for Our other
concepts, Maki of Japan Oriental Eatery and Chao Cajun, a Cajun Eatery We describe earher in this
Item 12 what We may do anywhere and at any time

Except for the Restaurants operated by Our affiliates, neither We nor any parent or affiliate has
established, or presently intends to establish, other franchised or company-owned outlets which sell Our
proprietary products or services under a different trade name or trademark, but We reserve the right to do
so 1n the future, without first obtaining Your consent

The territorial rights granted to You under the Franchise Agreement are not dependent on the
achievement of a certain sales volume, market penetration or other contingency There are no
circumstances under which the Assigned Area may be altered before expiration or termination of the
Franchise Agreement
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Development Agreement Under the Development Agreement, You are assigned a Termtory
where You will develop three or more Asian Chao Restaurants under a specified development schedule
that 1s listed in Section [II of the Development Agreement that You agree to before it 1s signed (the
“Development Schedule”) The size of the Territory may be an Area of Dominant Influence or “ADI,” a
single or multi-county area, single state area or some other area, and will be described 1n Section 1 A of
the Development Agreement We will determine the Territory before You sign the Development
Agreement based on vartous market and economic factors such as those described above regarding the
Assigned Area

Except as stated below, 1f You are in compliance with the Development Agreement, We will not
establish or authorize any other person or entity, other than You, to establish a franchised Asian Chao
Restaurant 1n any mall within the Territory during the term of the Development Agreement The grant of
these rights does not affect Our affiliates’ rights to develop Asian Chao Restaurants within the Territory
We, any Asian Chao Restaurant franchisee and any other authorized person or entity may, at any time,
advertise and promote the System in the Termtory We and Our affiliates may also offer and sell and
authorize others to offer and sell (1) collateral products under the Marks at or from any location, (11)
food and beverage services under the Marks at or through any Asian Chao Restaurant or other
permanent, temporary or seasonal food service facility in any Reserved Area (as defined above) in the
Territory, and (1n) any products or food and beverage services under any other names and marks Your
Territory 1s not exclusive You may face competition from Our affiliates, from outlets that We own, or
from other channels of distribution or competitive brands that We control

If We become aware of an available site located in a mall within the Territory during the term of
the Development Agreement, and We or Our affiliates do not elect to establish a company-owned or
affiliate-owned Asian Chao Restaurant at the site, We will provide You written notice that the site s
available If You are in full comphance with Your Development Schedule and all other terms of the
Development Agreement and any franchise agreement or other agreement between You and Us and/or
Our affiliates, We will offer You a right of first refusal to establish a franchised Asian Chao Restaurant
at the proposed site Once We provide You notice that the site 1s available, You must notify Us n
writing within 10 days after You receive the notice whether or not You want to obtain the rights to
develop a franchised Asian Chao Restaurant at the site  You must sign a Franchise Agreement to
establish a franchised Asian Chao Restaurant at the site within 10 days after delivering notice to Us of
Your intent to exercise the right of first refusal Any Asian Chao Restaurant You establish under this
procedure will, at Your option, be included in the number of Asian Chao Restaurants You must establish
under the Development Schedule contained in Attachment D to the Development Agreement If You
choose not to develop the location, We have the right to develop that site Ourselves, through an affiliate,
another franchisee, or through any other authorized third party

You must exercise the development rights only by entering into a separate Franchise Agreement
with Us for each Asian Chao Restaurant We may, in Our discretion, permit You to exercise the
development rights through affiliated entities that are either Your wholly owned subsidiaries or
commonly controlled entities with ownership 1dentical to Yours The Franchise Agreement for the first
Asian Chao Restaurant You develop under the Development Agreement must be signed and delivered to
Us at the same time the Development Agreement is signed and delivered, and will be in the form of the
Franchise Agreement attached to this Disclosure Document All additional Asian Chao Restaurants
developed under the Development Agreement must be established and operated under Our form of
Franchise Agreement then being used by Us for Asian Chao Restaurants under the System The then-
current form of Franchise Agreement may differ from the form attached to this Disclosure Document

Astan Chao/ufdd 21a 34



The territorial rights granted to You under the Franchise Agreement or the Development
Agreement are not dependent on the achievement of a certain sales volume, market penetration or other
contingency, nor may the Territory be altered before the Development Agreement expires or terminates

You must notify Us 1n writing at least 60 days before the Projected Opening Date that You will
be unable to complete construction and begin operating the Astan Chao Restaurant At the same time
You provide Us with the written notice, You must pay an extension fee of $5,000

If You fail to open an Asian Chao Restaurant in compliance with the Development Schedule as
required 1n the Development Agreement, or commit a material event of default under the Development
Agreement as described in Item 17, We may, 1n addition to Our other remedies, terminate or modify
Your territonal nghts, reduce the area of territonal nghts, reduce the number of Asian Chao Restaurants
that You may establish, or accelerate the development schedule under the Development Agreement
There are no other circumstances that permit Us to modify Your territorial rights

If We elect to establish or permit a third party to establish permanent or temporary food service
facilities in a Non-Tradttional Area, We will, as a matter of policy, notify You and consider any request
by You within the Assigned Area or Territory to operate the facility under a license arrangement with Us
We also will consider certain other factors, including competitive activities n the market, the
characteristics of the market, the positive or negative effect of the new facility on existing franchisees
and the franchise System as a whole, whether You are in compliance with Your franchise agreement or
development agreement, and Our experience n similar circumstances Any decision We make to
establish or to permt a third party to operate a facihity 1s within Our sole discretion

Except as described above, We generally do not grant any right of first refusal to obtain
additional Asian Chao Restaurant locations If You wish to obtain an additional location, You must
either have entered into a Development Agreement that grants You the right to establish more than three
Asian Chao Restaurants or enter into a separate Franchise Agreement for the additional location

ITEM 13
TRADEMARKS

The Franchise Agreement grants You the right to use the trademarks, trade names, service marks,
symbols, emblems and logos designated by Us, including the Marks described 1n Item 1 These Marks
may be used only in the manner We authorize and only for the operation of Your Astan Chao Restaurant
at the location specified in the Franchise Agreement

You may not use the Marks as a part of Your corporate or other legal name, and You must
comply with Our nstructions n filing and maintaining trade name or fictitious name registrations You
must sign any documents We require to protect the Marks or to maintain their continued validity and
enforceability In addition, You may not directly or indirectly contest the validity of Our ownership of,
or Our or any of Our affiliate’s rights in and to, the Marks

We have registered the following principal Marks with the U S Patent and Trademark Office
(“USPTO”)

Registration Number | Date of Registration Register Mark
2,093,805 September 2, 1997 Supplemental Asian Chao
2,093,804 September 2, 1997 Supplemental Chao Cajun
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Registration Number | Date of Registration Register Mark

2,531,409 January 22, 2002 Principal Maki of Japan

2,423,535 January 23, 2001 Principal Plate and Chopsticks
design

3,626,263 May 26, 2009 Principal Asian Chao

3,626,264 May 26, 2009 Principal Chao Cajun

We intend to file all affidavits and other required documents to maintain Our interest 1n and to
the Asian Chao and Chao Cajun Marks on the Supplemental Register We intend to file all affidavits and
other required documents to maintain Our 1nterest in and to the Asian Chao and Chao Cajun Marks that
are on the Principal Register We have filed all required affidavits and intend to renew Our registration
for the Maki of Japan Mark when 1t becomes due

There are no currently effective determinations of the USPTO, the trademark trial and appeal
board, the trademark administrator of any state or any court, nor 1s there any pending infringement,
opposition, cancellation proceedings or litigation involving any of the Marks that may significantly affect
the ownership or use of any Mark listed above

There are no agreements currently in effect which hmit Our rights to use or license the use of the
Marks

We know of no superior prior nights or infringing uses of any Mark that could materially affect
Your use of the Marks in this or any other state

You must immediately notify Us of any apparent infringement of the Marks or challenge to Your
use of any of the Marks or claim by any person of any rights in any of the Marks You and Your
Controlling Principals are not permitted to communicate with any person other than Us or any designated
affiliate, their counsel and Your counsel involving any infringement, challenge or claim We can take
action and have the right to exclusively control any litigation or USPTO or other administrative agency
proceeding caused by any infringement, challenge or claim under any of the Marks You must sign any
and all documents and do what may, in Our counsel’s opinion, be necessary or advisable to protect Our
mnterests n any litigation or USPTO or other administrative agency proceeding or to protect and maintain
Our 1nterests and the interests of any other person or entity having an interest in the Marks

We will indemnify You against and retmburse You for all damages for which You are held liable
for Your use of any of the Marks, if the conduct of You and Your Controlling Principals in the
proceeding and use of the Marks 1s in full compliance with the terms of the Franchise Agreement

Except as stated above, We do not need to protect any rights granted to You to use the Marks or
to protect You against claims of infringement or unfair competition concerning them Although We are
not contractually obligated to protect the Marks or Your right to use them, as a matter of corporate
policy, We intend to defend the Marks vigorously

You must, at Your expense, discontinue or modify Your use of any of the Marks or to use one or
more additional or substitute trade names, service marks, trademarks, symbols, logos or emblems if We
determine that an addition or substitution will benefit the System

The license to use the Marks granted in the Franchise Agreement 1s non-exclusive to You We
and Our affiliates have and retain the nights in the Marks including
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1 To grant other licenses for the use of the Marks in addition to those licenses
already granted to existing franchisees,

2 To develop and establish other systems using the Marks or other names or
marks, and to grant licenses or franchises in those systems without providing any rights to You,
and '

3 To engage, directly or indirectly, at wholesale, retail or other method, in (a) the

production, distribution, license and sale of products and services and (b) the use of the Marks
and any and all trademarks, trade names, service marks, logos, nsignia, slogans, emblems,
symbols, designs and other 1dentifying characteristics We may develop for that purpose

ITEM 14
PATENTS, COPYRIGHTS AND PROPRIETARY INFORMATION

Patents and Copyrights We have no patents, pending patents or registered copyrights that are
material to the Asian Chao Restaurant franchise

Confidential Manuals You must operate Your Asian Chao Restaurant in accordance with the
standards and procedures specified in the Manuals One copy of the Manuals will be loaned to You by
Us for the term of the Franchise Agreement

You must treat the Manuals and any other manuals We create or approve for use in Your
operation of the Asian Chao Restaurant, and the information contained in them, as confidential You
must also use your best efforts to maintain this information as secret and confidential and You must not
duplicate, copy, record or reproduce these materials, in whole or in part, or make them available to any
unauthorized person The Manuals remain Our sole property and must be kept in a secure place on the
Asian Chao Restaurant premises

We may revise the contents of the Manuals and You must comply with each new or changed
standard You must also make sure that the Manuals are kept current at all times If there 1s a dispute as
to the contents of the Manuals, the terms of the master copy maintained by Us at Our home office will be
controlling You must return to Us all pages that are replaced in the Manuals

Confidential Information We claim proprietary rights in certain of Our recipes which are
included in the Manuals and which are Our trade secrets You and each of Your Controlling Principals
(collectively, “You” or “Your™, for this section) are prohibited, during and after the term of the Franchise
Agreement, from communicating or using for the benefit of any other person or entity, and, after the term
of the Franchise Agreement, from using for Your benefit, any confidential information, knowledge or
know-how concerning the methods of operation of the Asian Chao Restaurant that may be
communicated to You or that You may learn about, including these trade secrets You can divulge this
confidential information only to Your employees who must have access to 1t to operate the Asian Chao
Restaurant  You are not permitted at any time, without first obtaining Our written consent, to copy,
record or reproduce the matenals or information or make them available to any unauthorized person
Any and all information, knowledge, know-how and techniques related to the System that We
communicate to You, including the Manuals, plans and specifications, marketing information and
strategies and site evaluation, selection guidelines and techniques, are considered confidential
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If We ask, You must have Your General Manager and any of Your personnel who have received
or will have access to confidential information sign confidentiality and non-disclosure covenants The
covenants will be substantially as in Attachment D to the Franchise Agreement and Attachment B to the
Development Agreement Your Principals also must sign these covenants

If You develop any new concept, process or improvement in the operation or promotion of the
Asian Chao Restaurant, You must promptly notify Us and give Us all necessary information, free of
charge You must acknowledge that any of these concepts, processes or improvements will become Our
property and We may give the information to other franchisees

Software The database configuration upgrades that We provide You must be treated as
confidential information You are prohibited from copying or reproducing or making them available to
any unauthorized person You must not use the database configuration if the Franchise Agreement 1s
terminated or expires

ITEM 15
OBLIGATION TO PARTICIPATE IN THE ACTUAL
OPERATION OF THE FRANCHISE BUSINESS

When You sign the Agreements, You must designate and retain at all times an individual to serve
as the “Operating Principal” under the Agreements If You are an individual, You must perform all
obligations of the Operating Principal If You are a corporation, partnership or other form of entity, the
Operating Principal must be one of Your Controlling Principals and must hold an ownership interest in
You or any entity that directly or indirectly controls You Except as stated in the Agreements, the
Operating Principal’s interest in You must remain free of any pledge, mortgage, hypothecation, lien,
charge, encumbrance, voting agreement, proxy, security interest or purchase right or option

The Operating Principal may, at his option and subject to Our approval, designate an individual
to perform the duties and obligations of the Operating Principal described in the Agreements and in this
Disclosure Document The Operating Principal must take all necessary action to make sure that the
designee conducts and fulfills all of the Operating Principal’s obligations and will remamn fully
responsible for his performance The Operating Principal (or his designee, 1f applicable) must devote
substantial full ime and best efforts to the supervision and performance of the Asian Chao Restaurant
under the Agreements The Operating Principal must sign the Agreements as one of Your Controlling
Principals, will individually guarantee all of Your obligations, and will be jointly and severally bound by
all of Your obligations and the obligations of the Operating Principal and Your Controlling Principals
under the Agreements

The Operating Principal (and any designee) must meet Our standards for these positions, as
stated 1n the Manuals or other written instructions The Operating Principal (or his designee) must
satisfy the training requirements stated 1n the Franchise Agreement

If, during the term of the Agreement, the Operating Principal or any designee cannot serve as
Operating Principal or no longer qualifies, You must promptly notify Us and designate a replacement
within 30 days after the Operating Principal or designee stops serving or no longer meets Qur
requirements  Any replacement must meet the same qualifications listed above You must provide for
mterim management of the Asian Chao Restaurant until You designate a replacement This interim
management must be conducted n accordance with the Agreements
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As described 1n Item 1, We have 1dentified certain persons under the Franchise Agreement and
Development Agreement that We refer to in this Disclosure Document as Your Principals  Your
Principals include Your spouse, if You are a married individual  Your Principals also include those of
Your business entity’s officers and directors (1ncluding the officers and directors of Your general partner,
if applicable) whom We designate as Your Principals and all holders of an ownership interest in You and
in any entity that directly or indirectly controls You, and any other person or entity controlling,
controlled by, or under common control with You

If We designate certain of Your Principals as Controling Principals, they must sign the
Franchise Agreement and/or Development Agreement, as applicable, and agree to be individually bound
by certain obligations under the Agreements, including confidentiality and non-competition covenants
and to personally guarantee Your performance under the Agreements We typically designate Your
principal equity owners and executive officers, as well as any other affiliated entities that operate Asian
Chao Restaurants, as Controlling Principals

You must retain at all times a General Manager and the other personnel as are needed to operate
and manage the Asian Chao Restaurant The General Manager must satisfy Our educational and
business criterta as provided to You in the Manuals or other written instructions, and must be
individually acceptable to Us In addition, the General Manager must be responsible for the supervision
and management of the Asian Chao Restaurant, and must devote full time and best efforts to this
activity The General Manager also must satisfy the applicable training requirements in the Franchise
Agreement If the General Manager cannot serve 1n the position or does not meet the requirements, he or
she must be replaced within the same time period and under the same conditions stated above for the
Operating Principal

If You employ any individual as General Manager or 1n a managerial position who 1s at the time
employed 1n a managerial position by Us or any of Our affiliates, or by another of Our franchisees, You
must pay the former employer for the costs and expenses the employer incurred for the training of the
employee

You must also obtain covenants not to compete, including covenants applicable on the
termination of the person’s relationship with You, from Your General Manager and any of Your other
personnel who have received or will have access to Our training before employment, and any holder of a
beneficial interest in You (except for any hmited partners) who is not designated as a Controlling
Principal and does not sign the Franchise Agreement as a Controlling Principal You must have all of
Your management personnel sign covenants that they will mantain the confidentiality of information
they recerve or have access to based on their relationship with You These covenants will be i
substantially the same form attached to the Franchise Agreement as Attachment D and the Development
Agreement as Attachment B We reserve the right, in Our discretion, to decrease the period of time or
geographic scope of the non-competition covenants contained in the attachments or eliminate the non-
competition covenants altogether for any party that must sign an agreement as described in this
paragraph

Under Article XIX of the Franchise Agreement, you hereby grant to us a security interest in all of
your 1nterest 1n all leasehold improvements, furniture, furnishings, fixtures, equipment, inventory and
supplies located at or used 1n connection with the Restaurant, now or hereafter leased or acquired,
together with all attachments, accessions, accessories, additions, substitutions and replacements therefor,
and all cash and non-cash proceeds derived from msurance or the disposition of such collateral, to secure
payment and performance of all debts, liabilities and obligations of any kind, whenever and however
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incurred, of you to us  You agree to execute and deliver to us 1n a timely manner all financial statements
and other documents necessary or desirable to evidence, perfect and continue the priority of such security
interests under the Uniform Commercial Code A sample UCC-1 Financing Statement 1s attached as
Exhibit O to this Disclosure Document

ITEM 16 !
RESTRICTIONS ON WHAT THE FRANCHISEE MAY SELL

You must comply with all of Our standards and specifications for the purchase of all food, food
products and beverage items, ingredients, supplies, materials, fixtures, furnishings, equipment (including
electronic cash register, computer hardware and software), utensils and other kitchen items and products
used or sold at the Asian Chao Restaurant

You must sell or offer for sale all menu items, food products, and other products and services We
specify, in the manner and style We require, including dine-in and carry-out, as expressly authorized by
Us in writing  You must sell and offer for sale only the menu 1tems and other products and services that
We have expressly approved in writing You must not deviate from Our standards and specifications
without first obtaining Our written consent You must discontinue selling and offering for sale any menu
items, products or services that We may disapprove in writing at any time  We have the right to change
the types of menu items, products and services offered by You at the Asian Chao Restaurant at any time,
and there are no lIimits on Our right to make those changes

You must mantamn in sufficient supply and use and sell only the food and beverage items,
ingredients, products, materials, supplies, and paper goods that conform to Our standards and
specificattons  You must prepare all menu items with Our recipes and procedures for preparation
contained in the Manuals or other written instructions, including the measurements of ingredients You
must not deviate from Our standards and specifications by the use or offer of nonconforming items or
differing amounts of any items, without first obtaiming Our written consent

You must keep Your Asian Chao Restaurant very clean and maintain 1t in good repair and
condition You must make any additions, alterations, repairs and replacements, including repainting or
replacement of obsolete signs, furnishings, equipment, and decor, as We may direct in Our discretion
You must not make any changes to the premises without obtaining Our written consent before You make
the changes You must obtain and pay for any new or additional equipment, including electronic cash
registers, computer hardware and software, fixtures, supplies and other products and materials that You
must have to offer and sell new menu items from the Asian Chao Restaurant or to provide the Asian
Chao Restaurant’s services by alternative means, like carry-out arrangements

We may ask You to make other improvements to modernize the Asian Chao Restaurant
premises, equipment, including electronic cash registers, computer hardware and software, signs, interior
and exterior decor items, fixtures, furnishings, supplies and other products and materials needed to
operate the Asian Chao Restaurant, to Our then-current standards and specifications You must, at Qur
request, make the capital improvements or modifications described 1n the Franchise Agreement (1) on or
before the fifth anniversary of the date You signed the Franchise Agreement or (11) at any time during the
term of the Franchise Agreement, when a majority of the Asian Chao Restaurants that We or Our
affihates operate have made or are exercising theirr best efforts to make the improvements or
modifications We may also request that Your Restaurant be modernized if and when the franchise 1s
transferred or You renew Your Franchise Agreement

Asian Chao/ufdd 21a 40



We may offer guidance concerning the selling price for the goods, products and services offered
from Your Asian Chao Restaurant Except for maximum prices described below, You are in no way
bound to adhere to any recommended or suggested price You have the right to sell Your products and
provide services at any price that You determine, except that We reserve the right to establish maximum
prices for any given product or service nationwide or within,an advertising market (as determined by Us)
You must not exceed any maximum price We establish, but You at all times remain free to charge any
price below the maximum We establish  You must sign any documents or other writings We need to
provide these products and services If You elect to sell any or all of Your products or merchandise at
any price recommended by Us, We make no guarantees or warranties that offermg these products or
merchandise at the recommended price will enhance Your sales or profits

We and Our affiliates have developed products for use in the System that are prepared from
confidential recipes and that are trade secrets of Ours and certain products that bear Our Marks Because
of the importance of quality and uniformity of production and the significance of the proprietary recipe
and trademarked products in the System, it 1s to Our and Your benefit that We closely control the
production and distribution of the products You must use Our proprietary recipe products You must
purchase all of these products only from Us or from sources designated by Us

All advertising and promotional materials, signs, decorations, and paper goods used in the Asian
Chao Restaurant and on any other items that We designate must have the Marks in the form, color,
location and manner We specify

We may make available and may have You purchase from Us for resale to Your customers
certain promotional merchandise, such as T-shirts and re-fill cups, in amounts sufficient to meet Your
customer demand

We do not impose any other restrictions in the Franchise Agreement as to the goods or services
that You may offer or sell or as to the customers to whom You may offer or sell, except as described in
Item 12

ITEM 17
RENEWAL, TERMINATION, TRANSFER AND DISPUTE RESOLUTION

This table hists certain important provisions of the franchise and related agreements pertaining to

renewal, termmnation, transfer and dispute resolution You should read these provistons n the
agreements attached to this disclosure document

THE FRANCHISE RELATIONSHIP

Section 1n Franchise
Category Agreement Summary
a  Length of the term of the Section III A 10 years, Term continues for the term of
franchise the Master Lease
b  Renewal or extension of Section 111 B We will offer You the right of first
the term refusal for the renewal term 1f renewal
of lease can be obtained
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Category

Section 1n Franchise
Agreement

Summary

C

Requirements for
franchisee to renew or
extend

Section I B(1) - (8)

You must give at least twenty-four
months’ notice, repair and update
equipment and Asian Chao Restaurant
premises, not be 1n breach of any
agreement with Us or Our affiliates,
have the right to remain in possession of
Asian Chao Restaurant premises, pay
renewal fee, sign current agreement and
general release, and comply with current
qualification and training requirements

You may be asked to sign a contract
with materially different terms and
conditions than Your original contract,
but the fees on renewal will not be
greater than the fees that We then
impose on similarly situated renewing
franchisees

Termination by franchisee

Not applicable

Not applicable

Termination by franchisor
without cause

Not applicable

Not applicable

Termination by franchisor
with “cause”

Section XVII A(1)

Each of Your obligations under the
Franchise Agreement 1s a material and
essential obligation, the preach of which
may resutit in termination

“Cause” defined - curable
defaults

Section XVII B

We may terminate You for cause 1f You
fail to cure certain defaults, including
If You or any of Your affilates fail to
pay any monies owed to Us, or Our
affiliates or vendors, and do not cure
within 5 days after notice (or longer
period required), fail to obtain
signatures on the Confidentiality and
Non-competition Covenants contained
in the Franchise Agreement within five
days after a request, fail to procure and
maintain required insurance within
seven days after notice, use the Marks in
an unauthorized manner and fail to cure
within 24 hours after notice, fail to cure
any other default that 1s susceptible of
cure within 30 days after notice
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Category

Section in Franchise
Agreement

Summary

“Cause” defined - defaults
whitch cannot be cured

Sections XV A(2) and
(3)

We may terminate You for cause 1f You
fail to cure certain defaults, including

If You or any of Your owners become
insolvent, make a general assignment for
benefit of creditors, file a petition or
have a petition mitiated against You
under federal bankruptcy laws, have
outstanding judgments against You for
over 30 days, sell unauthorized products
or services, fail to acquire an accepted
location within time required, fail to
remodel when required, fail to open
Asian Chao Restaurant when required,
fail to comply with any term and
condition of any sublease or related
agreement and have not cured the
default within the given cure period,
abandon or lose right to the Asian Chao
Restaurant premises, are convicted of a
felony or other crime that may have an
adverse affect on the System or Marks,
transfer any interest without Our consent
or maintain false books or records

Franchisee’s obligations
on termination/non-
renewal

Section XVIII

Obligations include You must stop
operating the Asian Chao Restaurant and
using the Marks and System and
completely de-1dentify the business, pay
all amounts due to Us or Our affiliates,
return all Manuals and software and
other proprietary materials, comply with
confidentiality requirements, and at Our
option, sell or assign to Us Your rights
in the Asian Chao Restaurant premises
and the equipment and fixtures used 1n
the business

Assignment of contract by
Franchisor

Section XIV A

We have the right to transfer or assign
the Franchise Agreement to any person
or entity without restriction

“Transfer” by franchisee -
defined

Section XIV B(1)

Includes sale, assignment, conveyance,
pledge, mortgage or other encumbrance
of any interest in the Franchise
Agreement, the Asian Chao Restaurant
or You (if You are not an individual)
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Section 1n Franchise

Category Agreement Summary

Franchisor approval of Section XIV B(2) You must obtain Our consent before

transfer by franchisee transferring any interest We will not
unreasonably withhold Our consent

Conditions for franchisor Section XIV B(2) Conditions include You must pay all

approval of transfer amounts due Us or Our affiliates, not be
in default for any reason, sign a general
release, and pay a transfer fee
Transferee must meet Qur critenia,
attend training and sign current
Franchise Agreement

Franchisor’s right of first Section XIV D Within 30 days after notice, We have the

refusal to acquire option to purchase the transferred

franchisee’s business interest on the same terms and
conditions

Franchisor’s option to Sections XVIIIL and | Other than assets on termination, non-

purchase franchisee’s XIVD renewal or night of first refusal, We have

business no right or obligation to purchase Your
business

Death or disability of Section XIV E If You or a Controlling Principal are a

franchisee natural person, on death or permanent
disability, distributee must be approved
by Us, or franchise must be transferred
to someone approved by Us within 12
months after death or 6 months after
notice of permanent disability

Non-competition Section X C(1) You are prohibited from operating or

covenants during the term having an interest 1n a similar business

of the franchise

Non-competition Section X C(2) You and Your Controlling Principals are

covenants after the
franchise 1s terminated or
expires

prohibited from operating or having an
interest in a similar business which 1s
located, or 1s intended to be located,
within a 50-mile radius of any Asian
Chao Restaurant in existence or under
construction as of the earlier of (1) the
expiration or termination of, or the
transfer of all of Your interest 1n, the
Franchise Agreement or (11) the time a
Controlling Principal ceases to satisfy
the definition of a Controlling Principal,
as applicable

Asian Chao/ufdd 21a

44




Section 1n Franchise

Category Agreement Summary
s  Modification of the Sections X A(5)and | Franchise Agreement may not be
agreement XIXB modified unless mutually agreed to in

writing  You must comply with
Manuals as amended

t Integration/merger clause Section XIX B Only the terms of the Franchise
Agreement are binding (subject to state
law) Any representations or promises
made outside of the Disclosure
Document and Franchise Agreement
may not be enforceable

u  Dispute resolution by Sections XIX G, H, 1, J, | Except for actions brought by Us for

arbitration or mediation K,Land M monies owed, mjunctive or
extraordinary relief, or actions involving
real estate, all disputes must be
arbitrated at Our headquarters in
Longwood, Florida

v Choice of forum Section XIX H The venue for all proceedings related to
or arising out of the Franchise
Agreement 1n Seminole County, Florida,
subject to applicable state law (see
Disclosure Document Addendum and
State Amendments to Agreements)

w  Choice of Law Section XIX H The Franchise Agreement 1s to be
interpreted, governed and construed
under Florida law (except for Florida
choice of law rules) (see Disclosure
Document Addendum and State
Amendments to Agreement)

THE DEVELOPER RELATIONSHIP

Section in Development
Category Agreement Summary

a  Length of the term Section V Term continues until You have
completed Your development obligations
in accordance with the Development

Schedule
b  Renewal or extension Section I B We may extend the term of the
of the term Development Agreement to allow You to
develop additional Asian Chao
Restaurants
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Section 1n Development

Category Agreement Summary

Requirements for Sections 111 B(2) and (3) | You must develop the additional Asian

Developer to renew or Chao Restaurants

extend
You may be asked to sign a contract with
materially different terms and conditions
than Your original contract, but the fees
on renewal will not be greater than the
fees that We then impose on simlarly
situated renewing developers

Termination by Not applicable Not applicable

Developer

Termination by Not applicable Not applicable

Franchisor without
cause

Termination by
Franchisor with
“cause”

Sections VIIA-D

Following certain defaults, We may
terminate the Agreement of modify Your
territorial rights or alter Your
Development Schedule, rather than
terminate the Agreement

“Cause” defined -
curable defaults

Sections VII C

We may terminate You for cause if You
fail to cure certain defaults, including If
You or Your affiliates fail to pay any
monies owed to Us, or Our affihates or
vendors, and do not cure within five days
after notice (or longer period required),
fail to obtain signatures on the
Confidentiality and Non-competition
Covenants contained 1n the Agreement
within 30 days after a request, use the
Marks 1n an unauthorized manner and fail
to cure within 24 hours after notice or fail
to cure any other default that 1s
susceptible of cure within 30 days after
notice If You have both a Development
Agreement and a Franchise, Agreement,
any uncured default under one 1s also a
default under the other
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Category

Section 1 Development
Agreement

Summary

h “Cause defined -
defaults which cannot
be cured

Sections VII A and B

We may terminate You for cause based
on certain non-curable defaults,
including If You or any of Your owners
become insolvent, make a general
assignment for benefit of creditors, file a
petition or have a petition imitiated
against You under federlal bankruptcy
laws or similar state laws, have
outstanding judgments against You for
over 30 days, fail to comply with the
Development Schedule, fail to comply
with any term and condition of any
sublease or related agreement and have
not cured the default within the given
cure period, are convicted of a felony or
other cnime that may have an adverse
effect on the System or Marks, or transfer
any interest without Our consent

! Developer’s
obligations on
termination/non-
renewal

Sections VI E

Obligations include You must stop
developing Asian Chao Restaurants or,
on a partial termination of territorial or
development rights under Section VII D,
must continue to develop only in
accordance with any modified
Development Schedule, and must comply
with all applicable confidentiality and
non-competition covenants

J Assignment of contract
by Franchisor

Section VIII A

We have the right to transfer or assign the
Development Agreement’to any person or
entity without restriction

k  “Transfer” by
Developer - defined

Section VIII B(1)

Includes sale, assignment, conveyance,
gift, pledge, mortgage or other disposal or
encumbrance of any direct or indirect
interest 1n the Agreement or You (1if You
are not a natural person)

I Franchisor approval of
transfer by Developer

Section VIII B(2)

You must obtain Our consent before
transferring any interest We will not
unreasonably withhold Our consent
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Category

Section 1n Development

Agreement

Summary

Conditions for
Franchisor approval of
transfer

Section VIII B(2)

Conditions include You must pay all
amounts due Us and Our affiliates, not be
in default for any reason, sign a general
release, remain liable for pre-transfer
obligations and pay a transfer fee
Transferee must meet Our criteria,
assume post-transfer obligations, sign
Our then-standard Agreement and attend
training

Franchisor’s right of
first refusal to acquire
Developer’s business

Section VIII D

Within 30 days after notice, We have the

option to purchase the transferred interest
on the same terms and conditions offered
by a third party

Franchisor’s option to
purchase Franchisee’s
business

Not applicable

Not applicable

Death or disability of
Developer

Section VIII E

If You or a Controlling Principal are a
natural person, on death or permanent
disability, distributee must be approved
by Us, or interest must be transferred to
someone approved by Us within 12
months after death or six months after
notice of permanent disability

Non-competition
covenants during the
term of the
Development
Agreement

Section IX C

Except for Asian Chao Restaurants You
operate under Franchise Agreements with
Us, You and Your Controlling Principals
are prohibited from operating or having
an interest 1n a similar business in the

U S or anywhere else We have used,
registered or sought to register the Marks
or where We operate or license others
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Category

Section 1n Development
Agreement

Summary

r  Non-competition
covenants after the
Development

' Agreement 18

terminated or expires

Section IX D

Except for Asian Chao Restaurants You
operate under Franchise Agreements with
Us, You and Your Controlling Principals
are prohibtted from operating or having
an interest 1n a similar business which 1s
located, or 1s intended to be located,
within a 50-mile radius of any Asian
Chao Restaurant or food service facility
in existence or under construction as of
the earlier of (1) the expiration,
termination, or the transfer of all of Your
interest 1n the Agreement or (1) the time
a Controlling Principal ceases to satisfy
the definition of a Controlling Principal,
as applicable

s Modification of the
agreement

Sections IX G and XV

Agreement may not be modified unless
mutually agreed to in writing, except We
may unilaterally decrease the scope of
certain non-competition covenams

t Integration/merger
clause

Section XV A

Only the terms of the Development
Agreement are binding (subject to state
law) Any representations or promises
made outside of the Disclosure Document
and Development Agreement may not be
enforceable |

u  Duspute resolution by
arbitration or
| mediation

Sections XV B, C, D, E,
F,Gand H

Except for actions brought by Us for
monies owed, injunctive or extraordinary
relief, or actions involving real estate, all
disputes must be arbitrated at Our
headquarters in Longwood, Fiorida

Y Choice of forum

Section XV C

The venue for all proceedings related to
or arising out of the Agreement 1s
Longwood, Flonda, unless subject to
applicable state law (see Disclosure
Document Addendum and State
Amendments to Agreements)

w  Choice of law

Section XV C

The Agreement 1s to be interpreted and
construed under Florda law (except for
Florida choice of law rules) (see
Disclosure Document Addendum and
State Amendments to Agreements)
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ITEM 18
PUBLIC FIGURES

We do not use any public figure to promote Our franchise

ITEM 19
FINANCIAL PERFORMANCE REPRESENTATIONS

The FTC’s Franchise Rule permits a franchisor to provide mformation about the actual or
potential financial performance of its franchised and/or franchisor-owned outlets, if there 1s a reasonable
basis for the information, and 1if the information is included 1n the disclosure document Financial
performance information that differs from that included 1n Item 19 may be given only if (1) a franchisor
provides the actual records of an existing outlet You are considering buying, or (2)a franchisor
supplements the information provided in this Item 19, for example, by providing information about
possible performance at a particular location or under particular circumstances

We do not make any representations about a franchisee’s future financial performance or the past
financial performance of company-owned or franchised outlets We also do not authorize Our employees
or representatives to make any such representations either orally or in writing If You are purchasing an
existing outlet, We may provide You with the actual records of that outlet If You receive any other
financial performance information or projections of Your future income, You should report 1t to the
franchisor’s management by contacting Biagio Schiano at 750 Florida Central Parkway, Suite 100,
Longwood, Florida 32750 and (407) 830-5338, the Federal Trade Commuission, and the appropniate state
regulatory agencies

ITEM 20
OUTLETS AND FRANCHISEE INFORMATION

Table No 1
Systemwide Outlet Summary
For years 2013, 2014, 2015

Column 1 Column 2 Column 3 Column 4 Column 5
Outlet Type Year Outlets at the Outlets at the End of Net Change
Start of the Year the Year

Franchised 2013 23 29 +6
2014 29 30 +1
2015 30 33 +3

Company-Owned 2013 15 15
2014 15 15
2015 15 17 +2

Total Outlets 2013 38 44 +6
2014 44 45 +1
2015 45 50 +5
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Table No 2
Transfers of Outlets from Franchisees to New Owners (other than the Franchisor)
For years 2013, 2014, 2015

Column 1 Column 2 Column 3
State Year Number of Transfers
None 2013 0
2014 0
2015 0
Total 2013 0
2014 0 '
2015 0
Table No 3
Status of Franchised Qutlets
For years 2013, 2014, 2015
Col 1 Col 2 Col3 Col 4 Col § Col 6 Col 7 Col 8 Col 9
State Year QOutlets Outlets | Termina- Non- Reacquired Ceased Outlets
at Start Opened tions Renewals by Operations at End
of Year Franchisor — Other of the
Reasons Year
FL 2013 5 3 0 0 0 0 8
2014 8 1 0 ‘0 0 0 9
2015 9 2 0 0 2 0 9
GA 2013 4 0 0 0 0 0 4
2014 4 0 0 0 0 0 4
2015 4 1 0 0 0 1 4
IN 2013 0 0 0 0 0 0 0
2014 0 0 0 0 0 0 0
2015 0 2 0 0 0 0 2
MD 2013 2 0 0 0 0 0 2
2014 2 0 0 0 0 0 2
2015 2 0 0 0 0 0 2
NJ 2013 2 1 0 0 0 0 3
2014 3 1 0 0 0 1 3
2015 3 0 0 0 0 0 3
NY 2013 1 1 0 0 0 0 2
2014 2 0 0 0 0 0 2
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Col 1 Col 2 Col 3 Col 4 Col 5 Col 6 Col 7 Col 8 Col 9
State Year Outlets Outlets | Termma- Non- Reacquired Ceased Outlets
at Start | Opened tions Renewals by Operations at End
of Year Franchisor — Other of the
Reasons Year
2015 2 0 0 0 0 0 2
OH 2013 6 0 0 0 0 0 6
2014 6 0 0 0 0 0 6
2015 6 0 0 0 0 0 6
PA 2013 2 0 0 0 0 0 2
2014 2 0 0 0 0 0 2
2015 2 0 0 0 0 0 2
TN 2013 1 0 0 0 0 0 1
2014 1 0 0 0 0 0 1
2015 1 0 0 0 0 0 1
TX 2013 0 1 0 0 0 0 1
2014 1 0 0 0 0 0 1
2015 1 1 0 0 0 0 2
Total 2013 23 6 0 0 0 0 29
2014 29 2 0 0 0 1 30
2015 30 6 0 0 2 1 33

We have one licensee in the State of Florida who operates one Restaurant in Indiana, one
Restaurant 1n Illinois, and one Restaurant on Kentucky We have one licensee in the State of Texas that
operates one Restaurant We have one licensee 1n the 1n the State of Florida who operates one Restaurant
in Tennessee

Table No 4
Status of Company-Owned Outlets
For years 2013, 2014, 2015

Col 1 Col 2 Col 3 Col 4 Col 5 Col 6 Col 7 Col 8
State Year Outlets Outlets Outlets Outlets | Outlets Sold | Outlets at
at Start | Opened Reacquired Closed to End of the
of Year from Franchisee Year
Franchisee
FL 2013 7 0 0 0 0 7
2014 7 0 0 0 0 7
2015 7 0 2 0 0 9
IN 2013 1 0 0 0 0 1
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Col 1 Col 2 Col 3 Col 4 Col 5 Col 6 Col 7 Col 8
State Year Qutlets Outlets Outlets Outlets | Outlets Sold | Outlets at
at Start | Opened Reacquired | Closed to End of the
of Year from Franchisee Year
Franchisee
2014 1 0 0 0 0 1
2015 1 0 0 0 0 1
MN 2013 1 0 0 0 0 1
2014 1 0 0 0 0 1
2015 1 0 0 0 0 1
NJ 2013 1 0 0 0 0 1
2014 1 0 0 0 0 1
2015 1 0 0 0 0 1
NY 2013 4 0 0 0 0 4
2014 4 0 0 0 0 4
2015 4 0 0 0 0 4
OH 2013 0 0 0 0 0 0
2014 0 0 0 0 0 0
2015 0 0 0 0 0 0
PA 2013 1 0 0 0 0 1
2014 1 0 0 0 0 1
2015 1 0 0 0 0 1
Total 2013 15 0 0 0 0 15
2014 15 0 0 0 0 15
2015 15 0 2 0 0 17
Note All of the above outlets are owned by our affiliates
Table No 5
Projected Openings as of December 31, 2015
Column 1 Column 2 Column 3 Column 4
State Franchise Projected New Projected New
Agreements Signed Franchised Outlets in Company-Owned
but Outlet Not the Next Fiscal Year Outlets in the Next
Opened Fiscal Year
California 0 0 0
Florida 0 0 0
Illinois 0 0 0
Maryland 0 0 0
Massachusetts 0 0 0

Asian Chao/ufdd 21a

33




New Jersey 0 0 0
New York 0 0 0
North Carolina 0 0 0
Ohio 0 3 0
Pennsylvania 0 0 0
Other States 0 0 0
TOTALS 0 3 0

A list of the names of all franchisees and developers and the addresses and telephone numbers of
their businesses are provided in Exhibit H to this Disclosure Document

The name, city, state and current business telephone number (or 1f unknown, the last known
home telephone number) of every franchisee or developer who had a business terminated, cancelled, not
renewed or otherwise voluntartly or involuntarily ceased to do business under the Franchise Agreement
or Development Agreement during the most recently completed fiscal year or who has not communicated
with us within 10 weeks of the 1ssuance date of this disclosure document are listed on Exhibit I to this
Disclosure Document If You buy this franchise, Your contact information may be disclosed to other
buyers when You leave the franchise system

During the last three fiscal years, We have not had any franchisees sign confidentiality
provisions that would restrict their ability to speak openly about their experience with the Asian Chao
System [

There are no trademark-specific organizations formed by Our franchisees that are associated with
the Asian Chao System

ITEM 21
FINANCIAL STATEMENTS

Attached as Exhibit A to this Disclosure Document are Qur audited financial statements as of
December 31, 2013, December 31, 2014, and December 31, 2015 For Virginia, the Guarantees of
Performance for Our Affiliates are attached to this Disclosure Document in Exhibit A

Our fiscal year end 1s December 31

ITEM 22
CONTRACTS

Attached as Exhibits to this Disclosure Document are the following contracts and their
attachments

1 Development Agreement Exhibit B
2 Franchise Agreement Exhibit C
3 Electronic Transfer Authorization Exhibit D
4 Power of Attorney (Telephone) Exhibit E
5 Power of Attorney (Tax) Exhibit F
6 Confidentiality Agreement Exhibit G
7 Form of General Release Exhibit M
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ITEM 23
RECEIPTS

Attached are two copies of an acknowledgment of receipt by You, acknowledging receipt of this
Disclosure Document by You, together with accompanying documents Please sign and date both,
keeping one for Your files
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DEVELOPMENT AGREEMENT
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FOOD SYSTEMS UNLIMITED, INC
DEVELOPMENT AGREEMENT
This Development Agreement (the “Agreement”) is made and entered into by and between Food

Systems Unlimited, Inc, a Florida corporation (“Franchisor”), and
(“Developer™) on the date this Agreement 1s executed by Franchisor below (the “Effective Date™)

WITNESSETH |

WHEREAS, as the result of the expenditure of time, skill, effort and money, an affiliate of
Franchisor has developed and owns a unique and distinctive system (hereinafter “System”) relating to the
establishment and operation of quick-service restaurants featuring Oriental dishes including a large
selection of chicken, beef and seafood dishes along with Chinese favorites such as Sweet N Sour
Chicken, Beef with Broccoli, Lo Mein, and a variety' of vegetarian tofu dishes,

WHEREAS, the affihiate of Franchisor that owns the System also owns the Marks (as defined
below) and has licensed Franchisor to use and license others to use the System and the Marks,

WHEREAS, the distinguishing characteristics of the System include, without lhmitation,
distinctive exterior and interior design, decor, color scheme, and furmishings, proprietary products and
ingredients, secret recipes and spectal menu items, uniform standards, specifications, and procedures for
operations, quality and uniformity of products and services offered, procedures for inventory,
management and financial control, training and assistance, and advertising and promotional programs, all
of which may be changed, improved, and further developed by Franchisor from time to time,

WHEREAS, Franchisor identifies the System by means of certain trade names, service marks,
trademarks, emblems and indicia of origin, including, but not imited to, the mark “Asian Chao” and such
other trade names, service marks and trademarks as are now designated (and may hereafter be designated
by Franchisor in writing) for use in connection with the System (hereinafter referred to as “Marks™),

t

WHEREAS, Franchisor continues to develop, use and control the use of such Marks in order to
identify for the public the source of services and products marketed thereunder and under the System,
and to represent the System’s high standards of quality, appearance and service,

WHEREAS, Developer wishes to obtain certain development rights to operate restaurants
(heremnafter “Astan Chao Restaurants” or “Franchised Businesses”) under the System in the territory
described 1n this Development Agreement,

NOW, THEREFORE, the parties, in consideration of the mutual ungertakmgs and
commitments set forth herein, the receipt and sufficiency of which are hereby acknowledged, agree as
follows

ARTICLE 1
GRANT i

A In rehance on the representations and warranties of Developer and its Controlling
Principals (as defined in Section XIV E) hereunder, Franchisor hereby grants to Developer and
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Developer hereby accepts, pursuant to the terms and conditions of this Agreement, the right and
oblhigation to develop the first quick-service Asian Chao Restaurant within the geographic area described
below (the “Territory”) Developer shall be granted rights to develop additional Asian Chao Restaurants
subject to Developer’s full compliance with all conditions precedent to the grant of such rights outlined
below, which rights shall be exercised according to Section Il A and according to the development
schedule on Attachment D (the “Development Schedule”)

The Terntory shall be described as

B Developer acknowledges and understands that the rights granted hereunder pertain only
to the development of a traditional quick-service Asian Chao Restaurant located in a regional or super-
regional shopping mall (“Mall”) Except as provided in this Agreement, and subject to Developer’s and
Controlling Principals’ full compliance with this Agreement and any other agreement among Developer
or any of its affiliates and Franchisor or any of 1ts affiliates, Franchisor shall not establish or authorize
any other person or entity, other than Developer, to establish a franchised quick-service Asian Chao
Restaurant in any Mall within the Terntory during the term of this Agreement However, the grant of
such rights shall not affect the rights of Franchisor’s affiliates which may continue to develop company-
owned quick-service Asian Chao Restaurants in any Mall within the Territory Notwithstanding the
above, Franchisor, any franchisee and any other authorized person or entity shall have the right, at any
time, to advertise and promote the System Developer acknowledges and agrees that Franchisor and its
affilhates operate Asian Chao Restaurants under the Marks Further, Franchisor, its parent and its
affiliates may offer and sell (and may authorize others to offer and sell) (1) collateral products under the
Marks at or from any location, such as pre- packaged food products and memorabiha, (1) food and
beverage services under the Marks at or through any Asian Chao Restaurant or other permanent,
temporary or seasonal food service facility providing in whole or in part the produ'cts and services
offered by a Asian Chao Restaurant in any Reserved Area (as defined below) in the Terntory, and (1n)
any products or food and beverage services under any other names and marks A Reserved Area is
defined as any area of food courts (other than in retail shopping malls), airports, cafeterias, commissaries,
schools, hotels and stadiums, arenas, ballparks, festivals, fairs and other mass gathering locations or
events, and the premises of certain businesses that have an agreement with Franchisor for the placement
of a Asian Chao Restaurant in more than one of their facilities (“National Accounts”)

C If Franchisor becomes aware of an available site located in a Mall within the Territory
during the term of this Agreement, and Franchisor’s affiliates do not elect to establish a company-owned
or affiliate- owned Asian Chao Restaurant at such site, and Franchisor, in 1ts sole discretion, determines
it 1s an acceptable site for the development of a franchised Asian Chao Restaurant, Franchisor shall
provide Developer wnitten notice that such site 1s available If Developer 1s in full comphance with its
Development Schedule and all other terms of this Agreement and any franchise agreement or other
agreement between Developer and Franchisor and its affiliates, Franchisor shall offer Developer a right
of first refusal to establish a franchised Astan Chao Restaurant at the proposed site  Once Franchisor
provides Developer notice that such franchise site 1s available, Developer shall notify Franchisor in
writing within ten (10) days after such notice whether or not Developer desires to obtain the rights to
develop a franchised Asian Chao Restaurant at the site Developer shall execute a Franchise Agreement

|
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(as defined 1n Section Il A below) 1n accordance with the terms hereof to establish a franchised Asian
Chao Restaurant at the site within ten (10) days after delivering notice to Franchisor of Developer’s
tent to exercise the right of first refusal Any Asian Chao Restaurant established by Developer
pursuant to this procedure shall, at Developer’s option, be included in the number of Asian Chao
Restaurants Developer 1s obligated to establish under the Development Schedule contamned in
Attachment D If Developer elects not to develop such location, Franchisor shall have the right to
develop that site itself, through an affiliate or another franchisee, or through any other authorized third

party

D This Agreement 1s not a Franchise Agreement (as defined in Section 11 below) and does
not grant to Developer any right or license to operate a Asian Chao Restaurant, distribute any goods or
services, or any right to use or interest 1in the Marks

ARTICLE 1T
FEE
A As partial consideration for the development rights granted to Developer herein and the
rights to be granted to Developer under separate franchise agreements (“Franchise Agreements™),
Developer shall pay to Franchisor a total development fee of Dollars

3 ), representing payment of Fifteen Thousand Dollars ($15,000) for each Asitan Chao
Restaurant to be developed hereunder The development fee shall be due upon the execution of this
Agreement and deemed fully earned by Franchisor for administrative and other expenses incurred by
Franchisor and for the development opportunities lost or deferred as a result of the rights granted to
Developer herein

B As consideration for the development rights granted hereunder and the rights to be
granted to Developer under separate Franchise Agreements, under the terms of the Franchise Agreement,
Developer shall pay to Franchisor an imitial franchise fee of Thirty Thousand Dollars ($30,000) for the
first Asian Chao Restaurant to be developed under this Agreement, and Fifteen Thousand Dollars
($15,000) each for the second and third additional Asian Chao Restaurant to be opened under this
Agreement, and Ten Thousand Dollars ($10,000) for the fourth and subsequent Asian Chao Restaurant
to be developed hereunder The initial franchise fee shall be paid upon the execution of the apphcable
Franchise Agreement, 1n accordance with the terms thereof The pro rata portion of the Idevelopment fee
allocable to each Asian Chao Restaurant pard under Section Il A above shall be credited against the
mmtial franchise fee due for that Asian Chao Restaurant All franchise fees are deemed earned upon
payment thereof

C Developer shall not be entitled to withhold payments due Franchisor under this
Agreement on grounds of alleged nonperformance by Franchisor hereunder Any payment not actually
recerved by Franchisor on or before the date due shall be deemed overdue Time 1s of the essence with
respect to all payments to be made by Developer to Franchisor All unpaid obligations under this
Agreement shall bear interest from the date due until paid at the lesser of (1) eighteen percent (18%) per
annum, or (1) the maximum rate allowed by applicable law Notwithstanding anything to the contrary
contained herein, no provision of this Agreement shall require the payment or permit the collection of
interest 1n excess of the maximum rate allowed by applicable law If any excess of interest 1s provided
for herein, or shall be adjudicated to be so provided in this Agreement, the provisions of this paragraph
shall govern and prevail, and neither Developer nor its Principals shall be obligated to pay the excess
amount of such nterest If for any reason interest in excess of the maximum rate allowed by applicable
law shall be deemed charged, required or permitted, any such excess shall be applied as a payment and
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reduction of any other amounts which may be due and owing hereunder, and if no such amounts are due
and owing hereunder then such excess shall be repaid to the party that paid such interest

ARTICLE III |
SCHEDULE AND MANNER FOR EXERCISING DEVELOPMENT RIGHTS

A Developer shall exercise the development rights granted hereunder only by entering into
a separate Franchise Agreement with Franchisor for each Asian Chao Restaurant for which a
development right 1s granted Franchisor may, n its sole discretion, permit Developer to exercise such
development rights through affiliated entities that are either wholly owned subsidiaries of Developer or
commonly controlled entities with ownership identical to that of Developer The Franchise Agreement to
be executed for the first Asian Chao Restaurant to be developed by Developer under this Agreement
shall be executed and delivered to Franchisor concurrently with the execution and delivery of this
Agreement and shall be in the form of the Franchise Agreement attached as Attachment A  All
subsequent Asian Chao Restaurants developed under this Agreement shall be established and operated
pursuant to the form of Franchise Agreement then being used by Franchisor for Asian:Chao Restaurants
under the System These franchise agreements shall also be included in the term “Franchise Agreement”
as used in this Agreement The then- current form of Franchise Agreement may differ from the form
attached as Attachment A |
B (1) Acknowledging that time 1s of the essence, and subject to the requirements of
Section IV, Developer agrees to exercise its development rights according to Section Il A and according
to the Development Schedule contained in Attachment D to this Agreement, which schedule designates
the number of Asian Chao Restaurants in the Territory to be established and 1n operation by Developer
l

) (a) Developer shall open each Asian Chao Restaurant developed hereunder
and shall commence business 1n accordance with the Development Schedule described in this Section 11,
unless Developer obtains an extension of the development period, at the expiration of which Developer
was to have had open and 1n operation a Asian Chao Restaurant Developer may, subject to Franchisor’s
approval, purchase from Franchisor extensions of such development period as may be necessary to
complete construction and commence operation of such Asian Chao Restaurant Each extension shall be
for an additional ninety (90) day period commencing upon the expiration of the applicable development
period, including any previous extensions thereof (“Extension Date”) No more than two (2) extensions
of any development period will be permitted If an extension of a development period 1s granted by
Franchisor, the Opening Date (as defined in the Franchise Agreement) shall be extended to the Extension
Date No extension of any development period shall affect the duration of any other development period
or any of Developer’s other development obligations If an extension is requested in the final
development period, the term of this Agreement shall be extended to the Extension Date and thereafter,
Developer shall have no further rights under this Agreement, except as provided in Sections VI and VII
hereof

(b) Developer shall notify Franchisor in writing at least sixty (60) days prior
to the Projected Opening Date for a Asian Chao Restaurant that Developer will be unable to complete
construction and commence operation of the Asian Chao Restaurant by the expiration date of the
development period 1n which such Asian Chao Restaurant was to have been opened In such notice
Developer shall request the Franchisor to consider its request for extension and include a description of
the reasons for such failure to develop mn a timely manner and the expected date of completion of
construction and opening, 1If the extension ts granted At the same time Developer provides Franchisor
with such notice, Developer shall pay an extension fee of Five Thousand Dollars ($5,000), which 1s in
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addition to any lease-mandated expenses, such as rent (which 1s due to the landlord beginning with the
date specified in the lease, even if store 1s not complete), and any landlord-issued penalties for delayed
opening provided, however, no extension fee shall be charged for any Astan Chao Restaurant for which
Franchisor has approved a site 1n accordance with Section II of the Franchise Agreement and Franchisee
has commenced construction (as defined in Section II F of the Franchise Agreement)

3) Failure by Developer to adhere to the Development Schedule (including any
extensions thereof approved by Franchisor in writing) shall constitute a material event of default under
this Agreement

ARTICLE IV
PREREQUISITES TO OBTAINING FRANCHISES

A Developer understands and agrees that this Agreement does not confer upon Developer a
right or franchise to operate any Asian Chao Restaurant but 1s intended by the parties to set forth the
terms and conditions which, if fully satisfied by Developer, shall entitle Developer to obtain the right to
operate Astan Chao Restaurants within the Territory

B Each of the following conditions and approvals must have occurred or be obtained before
the grant of the right by Franchisor to develop each Asian Chao Restaurant shall become effective
Developer must meet the “operational,” “financial,” “legal” and “ownership” conditions, as set forth
below (collectively, the “Conditions™) before such rights shall become effective

M “Operational” Developer 1s in compliance with the Development Schedule and
this Agreement Developer and 1its affiliates (defined as any entity that 1s controlled by, controlling or
under common control with such other entity) are in compliance with any other development or franchise
agreement between Developer and its affiliates and Franchisor and 1ts affiliates Developer 1s conducting
the operation of 1ts existing Asian Chao Restaurants, if any, and 1s capable of conducting the operation
of the proposed Asian Chao Restaurant (a) in accordance with the terms and conditions of this
Agreement, (b) 1n accordance with the provisions of the respective Franchise Agreements, and (¢) in
accordance with the standards, specifications, and procedures set forth and described in the Manuals
(defined 1n the Franchise Agreement), as such Manuals may be amended from time to time or otherwise
In writing

) “Fiancial > Developer and the Controlling Principals satisfy Franchisor’s then-
current financial criteria for developers and controlling principals of Astan Chao Restaurants with
respect to Developer’s operation of its existing Asian Chao Restaurants, if any, and the proposed Asian
Chao Restaurant Developer and the Controlling Principals have been and are faithfully performing all
terms and conditions under each of the existing Franchise Agreements with Franchisor Developer 1s not
in default, and has not been in default during the twelve (12) months preceding Developer’s request for
financial approval, of any monetary obligations owed to Franchisor or 1its affiliates under any Franchise
Agreement or other agreement between Developer and its affiliates and Franchisor or any of its affiliates
Developer acknowledges and agrees that 1t s vital to Franchisor’s interest that each of its franchisees be
financially sound to avoid failure of a Asian Chao Restaurant and that such failure would adversely
affect the reputation and good name of Franchisor and the System |

3) “Legal”  Developer has submitted to Franchisor, in a timely manner, all
information and documents requested by Franchisor prior to and as a basis for the 1ssuance of individual
franchises or pursuant to any right granted to Developer by this Agreement or by any Franchise

1
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Agreement between Developer and Franchisor, and has taken such additional actions in connection
therewith as may be requested by Franchisor from time to time

“) “Ownership”  Neither Developer nor any of its Controlling Principals (as
applicable) shall have transferred a Controlling Interest in Developer as defined in Section VIII G The
Developer and Controlling Principals upon whom Franchisor has relied to perform the duties under this
Agreement shall continue to own and exercise control over a Controlling Interest in Developer Neither
Developer nor any of its Controlling Principals (as applicable) shall have transferred any interest in a
Franchise Agreement prior to the completion and opening of the Asian Chao Restaurant for business to
the public

If Franchisor determines, 1n 1ts sole discretion, that Developer and the Controlling Principals
have met all of the Conditions described above prior to the grant of the right to establish each additional
Asian Chao Restaurant, then Franchisor shall grant to Developer the rnight to develop such additional
Asian Chao Restaurants pursuant to the Development Schedule The Conditions described above shall
survive the termination or expiration of this Agreement and shall apply with respect to any Franchise
Agreement executed pursuant to this Development Agreement

ARTICLE V
TERM

A Unless sooner terminated 1n accordance with this Agreement, the term of this Agreement
and all rnights granted by Franchisor under this Agreement shall expire on the date on'which Developer
successfully and 1n a timely manner has exercised all of the development rights and completed the
development obligations under this Agreement in accordance with the Development Schedule (including,
if applicable, any extension thereof under Section 11l B ) |

ARTICLE VI
DUTIES OF DEVELOPER

Developer and the Controlling Principals (as defined in Section XIV E), as applicable, make the
following representations, warranties and covenants and accept the following obligations

A (N If Developer 1s a corporation or a partnership, Developer represents, warrants
and covenants that
1
(a) Developer 1s duly orgamzed and vahdly existing under the state law of
its formation,

(b) Developer 1s duly qualified and 1s authorized to do business in each
Junisdiction in which 1its business activities or the nature of the properties owned by 1t require such

qualification, l

(c) Developer’s corporate charter or written partnership agr]eement shall at
all times provide that the activities of Developer are confined exclusively to the development and
operation of Asian Chao Restaurants, unless otherwise consented to by Franchisor in writing,

|

(d) The execution of this Agreement and the performance of the transactions
contemplated hereby are within Developer’s corporate power, 1f Developer 1s a corporation, or 1f

1
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Developer 1s a partnership, permitted under Developer’s written partnership agreement and have been
duly authorized by Developer,

(e) If Developer 1s a corporation, copies of Deve!:loper’s articles of
incorporation, bylaws, other governing documents, any amendments thereto, resolutions of the Board of
Directors authorizing entry into and performance of this Agreement, and any certificates, buy-sell
agreements or other documents restricting the sale or transfer of stock of the corporation, and any other
documents as may be reasonably required by Franchisor shall have been furnished to Franchisor prior to
the execution of this Agreement, or, if Developer 1s a partnership, copies of Developer’s written
partnership agreement, other governing documents and any amendments thereto shall have been
furnished to Franchisor prior to the execution of this Agreement, including evidence of consent or
approval of the entry mnto and performance of this Agreement by the requisite number or percentage of
partners, if such approval or consent is required by Developer’s written partnership agreement,

® If Developer 1s a corporation, partnership or other form of legal entity
other than an individual, the ownership interests in Developer are accurately and completely described in
Attachment C Further, 1f Developer 1s a corporation, Developer shall maintain at all times a current list
of all owners of record and all beneficial owners of any class of voting securities in Developer or, 1f
Developer 1s a partnership or other form of legal entity, Developer shall maintain at all times a current
list of all owners of an interest in the partnership or entity Developer shall immediately provide a copy
of the updated list of all owners to Franchisor upon the occurrence of any change of ownership and
otherwise make 1ts list of owners available to Franchisor upon request,

(g) If, after the execution of this Agreement, any person ceases to qualify as
one of the Developer’s Principals (defined in Section XIV E) or if any individual succeeds to or
otherwise comes to occupy a position which would, upon designation by Franchisor, qualify him as one
of Developer’s Principals, Developer shall notify Franchisor within ten (10) days after any such change
and, upon designation of such person by Franchisor as one of Developer’s Principals or as a Controlling
Principal, as the case may be, such person shall execute such documents and instruments (including, as
applicable, this Agreement) as may be required by Franchisor to be executed by others in such positions,

(h) If Developer 1s a corporation, Developer shall maintain stop-transfer
instructions against the transfer on its records of any of its equity securities and each stock certificate
representing stock of the corporation shall have conspicuously endorsed upon it a statement in a form
satisfactory to Franchisor that 1t 1s held subject to all restrictions imposed upon assignments by this
Agreement, provided, however, that the requirements of this Section shall not apply to the transfer of
equity securities of a publicly held corporation (as defined in Section XIV E) If Developer 15 a
partnership, 1ts written partnership agreement shall provide that ownership of an interest in the
partnership 1s held subject to all restrictions imposed upon assignments by this Agreement,

() Developer and, at Franchisor’s request, each of the Controlling
Principals have provided Franchisor with the most recent financial statements of Developer and such
Principals  Such financial statements present fairly the financial position of Developer and each of the
Controlling Principals, as applicable, at the dates indicated therein and with respect to Developer, the
results of 1ts operations and its cash flow for the years then ended Developer agrees that it shall
maintain at all times during the term of this Agreement sufficient working capital to fulfill its obligations
under this Agreement Each of the financial statements mentioned above shall be certified as true,
complete and correct and shall have been prepared in conformity with generally accepted accounting
principles applicable to the respective periods involved and, except as expressly described in the
applicable notes, applied on a consistent basis No material liabilities, adverse claims, commitments or
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obligations of any nature exist as of the date of this Agreement, whether accrued, unliquidated, absolute,
contingent or otherwise, which are not reflected as hiabilities on the financial statements of Developer or
such Principals,

)] The Developer’s Principals (as defined in Section XIV E) shall each
execute and bind themselves to the confidentiality and non-competition covenants set forth in the
Confidentiality Agreement and Ancillary Covenants Not to Compete which forms Attachment B to this
Agreement (see Sections [X B(2) and IX 1) The Controlling Principals shall jointly and severally
guarantee Developer’s performance of all of Developer’s obligations, covenants and agreements
described 1n this Agreement pursuant to the terms and conditions of the guaranty contained herein, and
shall otherwise bind themselves to the terms of this Agreement as stated herein, and

(k) Developer and the Controlling Principals acknowledge and agree that the
representations, warranties and covenants set forth above in Section VI A(1)(a)-(jJ) are continuing
obligations of Developer and the Controlling Principals, as applicable, and that any failure to comply
with such representations, warranties and covenants shall constitute a material event of default under this
Agreement Developer will cooperate with Franchisor in any efforts made by Franchisor to verify
compliance with such representations, warranties and covenants

@) Upon the execution of this Agreement, Developer shall designate and retain an
individual to serve as the Operating Principal of Developer (the “Operating Principal™) If Developer 1s
an individual, Developer shall perform all obligations of the Operating Principal The Operating
Principal shall, during the entire period he serves as such, meet the following qualifications

(a) The Operating Principal may, at 1its option and subject to the approval of
Franchisor, designate an individual to perform the duties and obligations of Operating Principal
described herein, provided that Operating Principal shall take all necessary action to ensure that such
designee conducts and fulfills all of Operating Principal’s obligations in accordance with the terms of
this Agreement and Operating Principal shall remain fully responsible for such performance

b) The Operating Principal must maintain a direct or indirect ownership
interest 1n the Developer Except as may otherwise be provided in this Agreement, the Operating
Principal’s nterest in Developer shall be and shall remain free of any pledge, mortgage, hypothecation,
lien, charge, encumbrance, voting agreement, proxy, security interest or purchase right or options

©) Developer and the Operating Principal (or his desngne‘e, if applicable)
shall devote substantial full time and best efforts to the supervision and conduct of the business
contemplated by this Agreement Operating Principal shall execute this Agreement as one of the
Controlling Principals, and shall be individually, jomtly and severally bound by all obligations of
Developer, the Operating Principal and the Controlling Principals hereunder

(d) The Operating Principal (and any such designee) shall meet Franchisor’s
standards and criteria for such individual as set forth in the Manuals as defined herein or otherwise in
writing by Franchisor '

() If, during the term of this Agreement, the Operating Principal or any
designee 1s not able to continue to serve in the capacity of Operating Principal or no longer qualifies to
act as such n accordance with this Section, Developer shall promptly notify Franchisor and designate a
replacement within thirty (30) days after the Operating Principal or such designee ceases to serve, such
replacement being subject to the same qualifications and restrictions listed above Developer shall
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provide for mterim management of the activities contemplated under this Agreement until such
replacement 1s so designated, such interim management to be conducted in accordance with this
Agreement Any failure to comply with the requirements of this Section VI A(2) shall be deemed a
material event of default under this Agreement

3) Developer and the Controlling Principals understand that compliance by all
developers and franchisees operating under the System with Franchisor’s training, development and
operational requirements 1s an essential and material element of the System and that Franchisor and
developers and franchisees operating under the System consequently expend substantial time, effort and
expense 1n traming management personnel for the development and operation of thclanr respective Asian
Chao Restaurants Accordingly, Developer and the Controlling Principals agree that if, during the term
of this Agreement, Developer or any Controlling Principal shall designate or employ in a managerial
position any individual who 1s at the time or was within the preceding ninety (90) days employed in a
managerial position by Franchisor or any of its affihates, including, but not limited to, individuals
employed by Franchisor to work 1n 1ts Asian Chao Restaurants, or by any other developer or franchisee
operating under the System, then such former employer of such individual shall be entitled to be
compensated for the reasonable costs and expenses, of whatever nature or kind, incurred by such
employer related to training such employee The parties hereto agree that such expenditures may be
uncertain and difficult to ascertain and, therefore, agree that the compensation specified herein
reasonably represents such expenditures and 1s not a penalty An amount equal to the compensation of
such employee for the six (6) month period (or such shorter time, 1f applicable) immediately prior to the
termination of his employment with such former employer shall be paid by Developer or the applicable
Controlling Principal, as the case may be, prior to such individual assuming the managenal position,
unless otherwise agreed with such former employer In seeking any individual to serve in such
managenial position, Developer and the Controlling Principals shall not discriminate in any manner
whatsoever against any individual to whom the provisions of this Section apply, on the basis of the
compensation required to be paid hereunder 1f Developer or any Controlling Principal designates or
employs such individual The parties hereto expressly acknowledge and agree that no current or former
employee of Franchisor, its affiliates, Developer, or of any other entity operating under the System shall
be a third party beneficiary of this Agreement or any provision hereof Notwithstanding the above, solely
for purposes of bringing an action to collect payments:due under this Section, such former employer shall
be a third party beneficiary of this Section VI A(3) Franchisor expressly disclaims any representations
and warranties regarding the performance of any employee or former employee of Franchisor, its
affiliates or any developer or franchisee operating under the System, who 1s designated or employed by
Developer or any Controlling Principal in any capacity, and Franchisor shall not be liable for any losses,
of whatever nature or kind, incurred by Developer or any Controlling Principal in connec‘tlon therewith

Y} Developer shall comply with all requirements of federal, state and local laws,
rules, regulations, and orders

B Developer shall comply with all other requirements and perform such other obligations
as provided hereunder

ARTICLE VI
DEFAULT AND TERMINATION

A Developer shall be deemed to be materially in default under this Agreement and all nights
granted heremn shall automatically terminate without notice to Developer (1) if Developer becomes
insolvent or makes a general assignment for the benefit of credrtors or files a voluntary petition under any
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section or chapter of federal bankruptcy laws or under any similar law or statute of the United States or
any state or admits in wrnting its nability to pay its debts when due, or (2) if Developer 1s adjudicated
bankrupt or insolvent in proceedings filed against Developer under any section or chapter of federal
bankruptcy law or any similar law or statute of the United States or any state, or (3) 1f a bill 1n equity or
other proceeding for the appointment of a receiver of Developer or other custodian for Developer’s
business or assets 1s filed and consented to by Developer, or if a recerver or other custodian (permanent
or temporary) of Developer’s assets or property, or any part thereof, i1s appointed by any court of
competent jurisdiction, or (4) if proceedings for a composition with creditors under any state or federal
law are nstituted by or agamnst Developer, or (5) 1f a final judgment against Developer remains
unsatisfied or of record for thirty (30) days or longer (unless supersedes bond'is filed), or (6) 1If
Developer 1s dissolved, or (7) if execution 1s levied against Developer’s business or properly, or (8) if
suit to foreclose any lien or mortgage against the premises or equipment of any business operated
hereunder or under any Franchise Agreement 1s instituted and not dismissed within thurty (30) days, or
(9) 1if the real or personal properly of any business operated hereunder or under any Franchise Agreement
shall be sold after levy by any sheriff, marshal or constable

B Developer shall be deemed to be materially in default and Franchisor may, at its option,
terminate this Agreement and all nights granted hereunder, without affording Developer any opportunity
to cure the default except as provided below, effective immediately upon written notice to Developer,
upon the occurrence of any of the following events of default ‘

m If Developer fails to comply with the Development Schedule (or any extension
thereof approved by Franchisor in writing), '

) If Developer fails to execute each Franchise Agreement in accordance with
Section L1 C (or any extenston thereof approved by Franchisor in writing),

3) If Developer or any of the Controlling Principals 1s convicted of, or shall have
entered a plea of nolo contendere to, a felony, a crime involving moral turpitude or any other crime or
offense that Franchisor believes 1s reasonably likely to have an adverse effect on the System, the Marks,
the goodwill associated therewith or Franchisor’s interests therein,

4 If a threat or danger to public health or safety resuilts from the construction,
maintenance or operation of any Asian Chao Restaurant developed under this Agreement,

5) If Developer fails to designate a qualified replacement Operating Principal or
designee appointed by Operating Principal within thirty (30) days after any initial or successor Operating
Principal or designee ceases to serve as such, all as required under Section VI A(2)(e),

(6) If Developer or any of the Controlling Principals breach in any material respect
any of the representations, warranties and covenants in Section VI A,

0 If Developer or any of the Controlling Principals transfers or attempts to transfer
any rights or obligations under this Agreement or any mnterest in Developer to any third party without
Franchisor’s prior written consent or without offering Franchisor a right of first refusal with respect to
such transfer, contrary to the terms of Section VI, |

(8) If Developer or any of the Controlling Principals fails to comply with the
covenants 1n Section [X A, IX B(1) or IX C or if Developer fails to obtain the executton of the covenants
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required under Section IX B(2) or IX 1 within thirty (30) days following Franchisor’s request that
Developer obtain the execution of such covenants, |

9 If an approved transfer upon death or permanent disabihity 1s not effected within
the time period and 1n the manner prescribed by Section VIII E,

!
(10)  If Developer misuses or makes any unauthorized use of the Marks or otherwise
materially impairs the goodwill associated therewith or with the System or Franchisor’s rights therein
and does not cure such default within twenty-four (24) hours following notice from Franchisor,

(11)  If Developer or any of its affihates fails, refuses or neglects promptly to pay
when due any monetary obligation owing to Franchisor or any of its affiliates or vendors under this
Agreement, any Franchise Agreement or any other agreement and does not cure such default within five
(5) days following notice from Franchisor (or such other cure period specified in such other agreement,
unless no cure period 1s stated or such period 1s less than five (5) days, in which case the five (5) day cure
period shall apply), \

(12)  If Developer or any of its affiliates fails or refuses to comply with any terms and
conditions of any sublease or related agreement between Franchisor or its affiliates and Developer or its
affiliates, and does not cure such default within any notice and cure period provided for in such sublease
or related agreement following notice from Franchisor of such default (unless no cure period 1s specified
n the sublease or other agreement, in which case the notice and cure period provided in Section VII C
shall apply), |

(13) If Developer or any of its affiliates are in default under any Franchise
Agreement, Franchisor may provide notice (1f applicable) and terminate this Agreement under the same
terms that Franchisor may provide notice and terminate the Franchise Agreement, and

(14)  If Developer or any of the Controlling Principals repeatedly commits a material
event of default under this Agreement, whether or not such defaults are of the same or different nature
and whether or not such defaults have been cured by Developer after notice by Franchisor

C Except as provided above in Section VII B, if Developer fails to comply with any other
term or condition imposed by this Agreement, or any other development or franchise agreement between
Developer and Franchisor, as such may from time to time be amended, Franchisor may terminate this
Agreement only by giving written notice of termination stating the nature of such default to Developer at
least thirty (30) days prior to the effective date of termination, provided, however, that Developer may
avold termination by immediately initiating a remedy to cure such default and curing 1t to Franchisor’s
satisfaction within the thirty (30) day period and by promptly providing proof thereof to Franchisor If
any such default 1s not cured within the specified time, or such longer period as applicable law may
require, subject to Section VII D, Developer’s rights under this Agreement shall terminate without
further notice to Developer effective immediately upon the expiration of the thirty (30) day period or
such longer period as apphicable law may require

\

D Upon default by Developer under Section VII B or C, Franchisor has the option, 1n 1ts
sole discretion, in addition to exercising its option to terminate this Agreement as provided in Sections
VII B and C, to do any one or more of the following

(D terminate or modify any territorial rights granted to Developer in Section 1 B,
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2) reduce the area of such territorial rights,

3) reduce the number of Asian Chao Restaurants which Developer may establish
pursuant to Section I1I B(1),

@) accelerate the Development Schedule,

(5) permit Developer to purchase an extension of the Development Schedule
pursuant to Section 1l B (3),

i

(6) pursue any other remedy Franchisor may have at law or in equity

E ) Upon the termination or expiration of this Agreement, Developer shall have no
right to establish or operate any Asian Chao Restaurant for which a Franchise Agreement has not been
executed by Franchisor and delivered to Developer at the time of termination or expiration

|
) If Franchisor elects to terminate the territoral rights granted to Developer in
Section 1 B, modify such territorial nights or reduce the area of territorial rights as provided in Section
VII D above, Developer shall continue to develop Asian Chao Restaurants in accordance with the
Development Schedule (or Supplementary Development Schedule, as applicable), to the extent that the
number of Asian Chao Restaurants Developer 1s required to develop ts reduced and/or the area in which

such Asitan Chao Restaurants are required to be developed 1s reduced by Franchisor pui’suant to Sections
VII D(2) and (3)

3) If Franchisor exercises any of its rights in Section VII D, or if this Agreement
otherwise expires or terminates, Franchisor shall be entitled to establish, and to license others to
establish, Asian Chao Restaurants in the Territory or in the portion thereof no longer part of the
Territory or pursuant to any other modification of Developer’s territonal rights, except as may be
otherwise provided under any Franchise Agreement which 1s then in effect between Franchisor and
Developer '

F Franchisor’s exercise of any of its options under Section VII D shall not, in the event of a
default, constitute a waiver by Franchisor to exercise its option to terminate this Agreement at any time
with respect to a subsequent event of default of a similar or different nature

G No default under this Agreement shall constitute a default under any Franchise
Agreement between the parties hereto, unless the default 1s also a default under the terms of such
Franchise Agreement )

H No right or remedy herein conferred upon or reserved to Franchisor 1s exclusive of any
other rnight or remedy provided or permitted by law or in equity

I Upon termination or expiration of this Agreement, Developer and the Controlling
Principals shall comply with the restrictions on confidential information contained in Section IX B and
the covenants against competition contamned 1 Section IXD Any other person required to execute
similar covenants pursuant to Section IX B(2) or IX | shall also comply with such covenants

i
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ARTICLE VIII
TRANSFER OF INTEREST

A Franchisor shall have the right to transfer or assign this Agreement and all or any part of
its rights or obligations herein to any person or legal entity without Developer’s consent Specifically,
and without linmtation to the foregoing, Developer expressly affirms and agrees that Franchisor may sell
its assets, the Marks or the System to a third party, may offer its securities privately or publicly, may
merge, acquire other corporations, or be acquired by another corporation, may undertake a refinancing,
recapitalization, leveraged buyout or other economic or financial restructuring, and, with regard to any or
all of the above sales, assignments and dispositions, Developer expressly and specifically waives any
claims, demands or damages against Franchisor arising from or related to the transfer of the Marks (or
any variation thereof) or the System from Franchisor to any other party Nothing contamed in this
Agreement shall require Franchisor to remain n the business of operating or licensing the operation of
Asian Chao Restaurants or other restaurant businesses or to offer any services or products, whether or
not bearing the Marks, to Developer, if Franchisor exercises its rights hereunder to assign its rights in this
Agreement

B M Developer and the Controlling Principals understand and acknowledge that the
rights and duties set forth 1in this Agreement are personal to Developer and that Franchlsor has granted
such rights 1n reliance on the business skill, financial capacity and personal character of Developer and
the Controlling Principals and with the expectation that the duties and obligations contained in this
Agreement will be performed by Developer and those Controlling Principals signing this Agreement
Accordingly, neither Developer nor any Controlling Principal, nor any successor or assign of Developer
or any Controlling Principal, shall sell, assign, transfer, convey, give away, pledge, mortgage or
otherwise dispose of or encumber any direct or indirect interest in this Agreement or in Developer
without the prior written consent of Franchisor Any purported assignment or transfer, by operation of
law or otherwise, made n violation of this Agreement shall be null and void and shall constitute a
material event of default under this Agreement

2) If Developer wishes to transfer all or part of its interest in this Agreement or 1f
Developer or a Controlling Principal wishes to transfer any ownership interest in Developer, the
transferor and the proposed transferee shall apply to Franchisor for its consent Franchisor shall not
unreasonably withhold its consent to a transfer of any interest in Developer or in this Agreement
Franchisor may, however, 1n 1ts sole discretion, require any or all of the following as conditions of its
approval to any such transfer

(a) All the accrued monetary obligations of Developer and its affihates and
all other outstanding obligations to Franchisor and its affiliates arising under this Agreement or any
Franchise Agreement or other agreement shall have been satisfied in a timely manner and Developer
shall have satisfied all trade accounts and other debts, of whatever nature or kind, in a timely manner,

(b) Developer and 1its affiliates are not in default of any plrowsxon of this
Agreement, any amendment hereof or successor hereto, or any Franchise Agreement or other agreement
between Developer or any of its affiliates and Franchisor or any of its affiliates, and Developer shall have
substantially and timely complied with all the terms and conditions of such agreements during the terms

thereof, |

(c) The transferor and 1ts principals, as applicable, shall have executed a
general release, in a form satisfactory to Franchisor, of any and all claims against Franchisor and its
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affiliates, their respective partners, and the officers, directors, shareholders, partners, agents,
representatives, independent contractors, servants and employees of each of them, in their corporate and
individual capacities, including, without limitation, claims arising under this Agreement, any Franchise
Agreement and any other agreement between Developer and Franchisor or any of its affiliates or under
federal, state or local laws, rules, and regulations or orders, \

(d) The transferee shall demonstrate to Franchisor’s satisfaction that
transferee meets the criteria considered by Franchisor when reviewing a prospective developer’s
application for development nghts, including, but not hmited to, Franchisor’s educational, managenal
and business standards, transferee’s good moral character, business reputation and credit rating,
transferee’s aptitude and ability to conduct the business contemplated hereunder (as may be evidenced by
prior related business experience or otherwise), transferee’s financial resources and capttal for operation
of the business, and the geographic proximity of other territories with respect to which transferee has
been granted development rights or of other Asian Chao Restaurants operated by transferee, 1f any,

(e) The transferee shall enter into a written agreement, in a form prescribed
by Franchisor, assuming full, unconditional, joint and several liabihity for and agreeing to perform from
the date of the transfer all obligations, covenants and agreements of Developer n this Agreement, and, 1f
transferee 1s a corporation or a partnership, transferee’s shareholders, partners or other investors, as
applicable, shall also execute such agreement as transferee’s principals, and guarantee the performance
of all such obligations, covenants and agreements,

® The transferee shall execute the standard form development agreement
then being offered to new System developers or a revised form of this Agreement, as Franchisor deems
appropnate, and such other ancillary agreements as Franchisor may require, which agreements shall
supersede this Agreement and its ancillary documents n all respects and the terms of which agreements
may differ from the terms of this Agreement, and 1If the transferee 1s a corporation or partnership,
transferee’s shareholders, partners or other investors, as applicable, shall also execute such agreements as
transferee’s principals, and guarantee the performance of all such obligations, covenants and agreements,

(g) The transferor shall remain liable for all of the obhgatK‘mS to Franchisor
in connection with this Agreement incurred prior to the effective date of the transfer and shall execute
any and all instruments reasonably requested by Franchisor to evidence such habulity,

(h) Developer shall pay a transfer fee equal to twenty-five percent (25%) of
our then mitial franchise fee, or such greater amount as i1s necessary to reimburse Franchisor for its
reasonable costs and expenses associated with reviewing the application to transfer, including, without
limitation, legal and accounting fees, and |

€)) If transferee 1s a corporation or a partnership, transferee shall make and
will be bound by any or all of the representations, warranties and covenants in Section VI A as
Franchisor requests Transferee shall provide to Franchisor evidence satisfactory to Franchisor that the
terms of Section V A have been satisfied and are true and correct on the date of transfer

3) Developer acknowledges and agrees that each condition which must be met by
the transferee 1s reasonable and necessary to ensure such transferee’s full performance of the obligations
hereunder
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C In the event the proposed transfer 15 to a corporation formed solely for the convenience
of ownership, Franchisor’s consent may be conditioned upon any of the requirements in Section
VI B(2), except that the requirements 1in Sections VIII B(2)(c), (d), (f) and (h) shall not apply With
respect to a transfer to a corporation formed for the convenience of ownership, Developer shall be the
owner of all the voting stock or interest of the corporation, and if Developer ts more than one individual,
each individual shall have the same proportionate ownership interest in the corporation as he had in
Developer prior to the transfer

D m If Developer wishes to transfer all or part of its interest in this Agreement or 1f
Developer or a Controlling Principal wishes to transfer any ownership interest in Developer, pursuant to
any bona fide offer received from a third party to purchase such interest, then such proposed seller shall
promptly notify Franchisor in writing of each such offer and shall provide such information and
documentation relating to the offer as Franchisor may require Franchisor shall have the right and option,
exercisable within thirty (30) days after receipt of such written notification and copies of all
documentation required by Franchisor describing such offer, to send written notice to the transferor that
Franchisor intends to purchase the transferor’s interest on the same terms and conditions offered by the
third party In the event that Franchisor elects to purchase the transferor’s interest, closing on such
purchase must occur within the later of sixty (60) days from the date of notice to the transferor of the
election to purchase by Franchisor, sixty (60) days from the date Franchisor receives or obtains all
necessary documentation, permits and approvals, or such other date the parties agree upon in writing
Any matenal change 1n the terms of any offer prior to closing shall constitute a new offer subject to the
same rights of first refusal by Franchisor as in the case of an initial offer Failure of Franchisor to
exercise the option afforded by this Section VIII D shall not constitute a waiver of any other provision of
this Agreement, including all of the requirements of this Section VIII relating to a proposed transfer

(2) If the offer from a third party provides for payment of constderation other than
cash or involves certain intangible benefits, Franchisor may elect to purchase the interest proposed to be
sold for the reasonable equivalent in cash If the parties cannot agree within a reasonable time on the
reasonable equivalent 1n cash of the non-cash part of the offer, then such amount shall be determined by
two (2) appraisers, with each party selecting one (1) appraiser, and the average of their determinations
shall be final and binding In the event of such appraisal, each party shall bear its own legal and other
costs and shall split the appraisal fees In the event that Franchisor exercises its right of first refusal
herein provided, it shall have the rnight to set off (1) all fees for any such independent appraiser due from
Developer hereunder and (11) all amounts due from Developer to Franchisor or any of its affiliates

3) Failure to comply with the provisions of this Section VIII D prior to the transfer
of any nterest in Developer or in this Agreement shall constitute a matenial event of default under this
Agreement

|

E N Upon the death of Developer (if Developer is a natural person) or any
Controlling Principal who has an interest in this Agreement or Developer (the “Deceased”), the executor,
adminustrator or other personal representative of the Deceased shall transfer such interest to a third party
in accordance with the conditions described in this Section VIII E within twelve (12) months after the
death If no personal representative 1s designated or appointed or no probate proceedings are instituted
with respect to the estate of the Deceased, then the distributee of such interest must be approved by
Franchisor If the distributee 1s not approved by Franchisor, then the distributee shall transfer such

interest to a third party approved by Franchisor within twelve (12) months after the death of the
Deceased
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2) Upon the permanent disability of Developer (1if Developer 1s a natural person) or
any Controlling Principal who has an interest in this Agreement or Developer, Franchisor may, 1n 1its sole
discretion, require such interest to be transferred to a third party approved by Franchisor within six (6)
months after notice to Developer “Permanent disability” shall mean any physical, emotional or mental
injury, 1illness or incapacity which would prevent a person from performing the obligations set forth in
this Agreement or in the guaranty made part of this Agreement for at least ninety (90) consecutive days
and from which condition recovery within ninety (90) days from the date of determination of disability 1s
unhkely Permanent disability shall be determined upon examination of the person by a practicing
physician selected by Franchisor, or if the person refuses to submit to an examunation, then such person
shall be automatically deemed permanently disabled as of the date of such refusal for the purpose of this
Section VIII E  The costs of any examination required by this Section shall be paid by'Franchisor

3) Upon the death or claim of permanent disability of Developer or any Controlling
Principal, Developer or a representative of Developer must promptly notify Franchisor of such death or
claim of permanent disability Any transfer upon death or permanent disability shall be subject to the
same terms and conditions as described in this Section VIII for any inter vivos transfer If an interest 1s
not transferred upon death or permanent disability as required in this Section VIII E, then such failure
shall constitute a material event of default under this Agreement

F Franchisor’s consent to a transfer of any interest in Developer or in this Agreement
described herein shall not constitute a waiver of any claims 1t may have against the transferring party, nor
shall 1t be deemed a waiver of Franchisor’s right to demand exact compliance with any of the terms of
this Agreement by the transferee

G Securities of or partnership interests in Developer may be offered to the public, by
private offering or otherwise, only with the prior written consent of Franchisor, which consent shall not
be unreasonably withheld As a condition of 1ts approval to such offering, Franchisor may, in its sole
discretion, require that immediately after such offering that Developer and the Controlling Principals
retain a Controlling Interest in Developer For the purpose of this Agreement, “Controlling Interest”
shall mean (a) if Developer 1s a corporation, that the Controlling Principals either individually or
cumulatively (1) directly or indirectly own at least fifty-one percent (51%) of the shares of each class of
Developer’s 1ssued and outstanding capital stock and (11) be entitled, under 1ts governing documents and
under any agreements among the shareholders, to cast a sufficient number of votes to require such
corporation to take or omit to take any action which such corporation s required to take or omut to take
under this Agreement, or (b) 1f Developer 1s a partnership, that the Controlling Principals (1) own at least
a fifty-one percent (51%) interest 1n the operating profits and operating losses of the partnership as well
as at least a fifty-one percent (51%) ownership interest in the partnership (and at least a fifty-one percent
(51%) nterest 1n the shares of each class of capital stock of any corporate general partner) and (11) be
entitled under its partnership agreement or applicable law to act on behalf of the partnership without the
approval or consent of any other partner or be able to cast a sufficient number of votes to require the
partnership to take or omit to take any action which the partnership 1s required to take or omit to take
under this Agreement

H All materials required for such public offering by federal or state law shall be submutted
to Franchisor for a limited review as discussed below prior to being filed with any governmental agency,
and any matenals (including any private placement memoranda) to be used in any exempt offering or
private placement shall be submitted to Franchisor for such review prior to their,use No offering by
Developer (public or private) shall imply (by use of the Marks or otherwise) that Franchisor 1s
participating 1n an underwriting, 1ssuance or offering of Developer’s or Franchisor’s securities or the
securities of any affiliate of Franchisor, and Franchisor’s review of any offering materials shall be
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limited solely to the subject of the relationship between Developer and Franchisor and its affiliates
Franchisor may, at its option, require Developer’s offering materials to contain a written statement
prescribed by Franchisor concerning the limitations described in the preceding sentence Developer, 1ts
Controlling Principals and the other participants 1n the offering must fully indemnify Franchisor and its
affilates, their respective partners, and the officers, directors, shareholders, partners, agents,
representatives, independent contractors, servants and employees of each of them in connection with the
offering  For each proposed public or private offering, Developer shall pay to Franchisor a
nonrefundable fee of Five Thousand Dollars ($5,000), or such greater amount as is necessary to
reimburse Franchisor for its reasonable costs and expenses associated with reviewing the proposed
offering matenals, including, without limitation, legal and accounting fees Developer shall give
Franchisor written notice at least thirty (30) days prior to the date of commencement of any offering or
other transaction covered by this Section

I If any person holding an interest in Developer or this Agreement (other than Developer
or a Controlling Principal, which parties shall be subject to the provisions set forth above) transfers such
interest, then Developer shall promptly notify Franchisor of such proposed transfer in writing and shall
provide such information relative thereto as Franchisor may reasonably request prior to such transfer
Such transferee may not be one of Franchisor’s competitors Such transferee will be a Developer’s
Principal and as such shall execute a confidentiality agreement and ancillary covenants not to compete in
the form then required by Franchisor, which form shall be in substantially the same form attached hereto
as Attachment B (see Sections IX B(2) and IXI) Franchisor also reserves the right to designate the
transferee as one of the Controlling Principals \

ARTICLE IX
COVENANTS

A Developer and the Operating Principal covenant that during the term of this Agreement,
except as otherwise approved in writing by Franchisor, Developer and the Operating Principal (and the
approved designee for Operating Principal) shall devote full time, energy and best efforts to the
management and operation of the development activities contemplated under this Agreement

B ) Developer and each of the Controlling Principals shall not, during the term of
this Agreement and thereafter, communicate or divulge to, or use for the benefit of, any other person,
persons, partnership, association or corporation and, following the termmnation or expiration of this
Agreement, shall not use for their own benefit any confidential information, knowledge or know-how
concerning the methods of development and operation of the Asian Chaoe Restaurants which may be
communicated to Developer or any of the Controlling Principals or of which they may be( apprized under
this Agreement Developer and each of the Controlling Principals shall disclose such confidential
information only to the Controlling Principals and Developer’s personnel who must have access to it in
connection with their employment with Developer Any and all information, knowledge, know-how,
techniques and any matenals used 1n or related to the System which Franchisor provides to Developer 1n
connection with this Agreement shall be deemed confidential for the purposes of this Agreement
Neither Developer nor the Controlling Principals shall at any time, without Franchisor’s prior written
consent, copy, duplicate, record or otherwise reproduce such matenals or information, in whole or 1n
part, nor otherwise make the same available to any unauthorized person The covenant in this Section
shall survive the expiration, termination or transfer of this Agreement or any interest herein and shall be
perpetually binding upon Developer and each of the Controlling Principals

Asian Chao/da 8 17



) Developer shall require and obtain execution of covenants similar to those set
forth 1in Section IX B(1) from all personnel of Developer who have received or have access to
confidential information Such covenants shall be substantially in the form contained in Attachment B
All of Developer’s Principals not required to sign this Agreement as a Controlling Principal also must
execute such covenants

C Developer and the Controlling Principals specifically achnowledge that, pursuant to this
Agreement, Developer and the Controlling Principals will receive valuable training, trade secrets and
confidential information which are beyond the present skills and experience of Developer and the
Controlling Principals and Developer’s managers and employees and that Developer has the right and the
obligation, arising from this Agreement, to develop the Territory for the benefit of the System
Developer and the Controlling Principals acknowledge that such specialized training, trade secrets and
confidential information provide a competitive advantage and will be valuable to them in the
development and operation of the Asian Chao Restaurants and that gaining access to such specialized
training, trade secrets and confidential information 1s, therefore, a primary reason for entering nto this
Agreement In consideration for such specialized training, trade secrets, confidential information and
rights, Developer and the Controlling Principals covenant that with respect to Developer, during the term
of this Agreement (or with respect to each of the Controlling Principals, during the term of this
Agreement for so long as such individual or entity satisfies the definition of “Controlling Principals™ as
described 1n Section XIV E of this Agreement), except as otherwise approved 1n writing by Franchisor,
neither Developer nor any of the Controlling Principals shall, either directly or indirectly, for themselves,
or through, on behalf of or in conjunction with any person(s), partnership or corporation

. 1
n» Divert, or attempt to divert, any business or customer of the business described
hereunder to any competitor, by direct or indirect inducement or otherwise, or do or perform, directly or
indirectly, any other act injurious or prejudicial to the goodwill associated with the Marks and the
System

@) Own, maintain, operate, engage 1n or have any financial or beneficial interest 1n
(including any interest tn corporations, partnerships, trusts, unincorporated associations or joint
ventures), advise, assist or make loans to any business located in the United States, its territories or
commonwealths, or any other country, province, state or geographic area 1n which Franchisor has used,
sought registration of or registered the same or similar Marks or operates or licenses others to operate a
business under the same or similar Marks, which business 1s of a character and concept similar to the
Asian Chao Restaurant, including a restaurant which offers and sells Oriental food ltems'

D With respect to Developer, and for a continuous uninterrupted period commencing upon
the expiration or termination of, or transfer of all of Developer’s interest n, this Agreement (or with
respect to each of the Controlling Principals, commencing upon the earlier of (1), the expiration,
termination, or transfer of all of Developer’s interest in this Agreement or (1) the time such individual or
entity ceases to satisfy the definition of * Controlling Principals” as described in Section XIV E of this
Agreement), and continuing for two (2) years thereafter, except as otherwise approved in writing by
Franchisor, neither Developer nor any of the Controlling Principals shall, either directly or indirectly, for
themselves or through, on behalf of or in conjunction with any person(s), partnership or corporation

) Divert, or attempt to divert, any business or customer of the business described
hereunder to any competitor, by direct or indirect inducement or otherwise, or do or perform, directly or
indirectly, any other act injurious or prejudicial to the goodwill assoctated with Franchisor’s Marks and
the System
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) Employ, or seek to employ, any person who 1s at that time or was within the
preceding ninety (90) days employed by Franchisor, or any of its affiliates, or by aﬁy other developer or
franchisee of Franchisor, or otherwise directly or indirectly induce such person to leave that person’s
employment, provided, however, that Developer may employ such person in a managenal position with
respect to Developer’s operation of a Asian Chao Restaurant pursuant to the terms of the Franchise
Agreement applicable to such Asian Chao Restaurant |

3) Own, maintain, operate, engage 1n or have any financial or beneficial interest in
(including any interest in corporations, partnerships, trusts, unincorporated associations or joint
ventures), advise, assist or make loans to any business that is of a character and concept similar to the
Asian Chao Restaurant, including a restaurant which offers and sells Oriental food items, which business
1s, or 1s intended to be, located within the Territory or within a twenty-five (25)-mile radius of the
location of any Asian Chao Restaurant or food service facility in existence or under construction at any
given time during such period

E Section IX C(2) and D(3) shall not apply to ownership of less than a five percent (5%)
beneficial interest 1n the outstanding equity securities of any publicly held corporation :

F The parties acknowledge and agree that each of the covenants contained herein are
reasonable limitations as to time, geographtcal area, and scope of activity to be restratned and do not
impose a greater restraint than 1s necessary to protect the goodwill or other busmess interests of
Franchisor The parties agree that each of the above covenants shall be construed as independent of any
other covenant or provision of this Agreement If all or any portion of a covenant in this Section 1X 1s
held unreasonable or unenforceable by a court or agency having vahd jurisdiction in an unappealed final
decision to which Franchisor 1s a party, Developer and the Controlling Principals expressly agree to be
bound by any lesser covenant subsumed within the terms of such covenant that imposes the maximum
duty permitted by law as 1f the resulting covenant were separately stated in and made a part of this
Section

G Developer and the Controlling Principals understand and acknowledge that Franchisor
shall have the right, in 1ts sole discretion, to reduce the scope of any covenant set forth| in Section IX B,
or any portion thereof, without their consent, effective immediately upon notice to Developer, and
Developer and the Controlling Principals agree that they shall immediately comply with any covenant as
so modified, which shall be fully enforceable notwithstanding the provisions of Section XV A

1

H Developer and the Controlling Principals expressly agree that the existence of any claims
they may have against Franchisor, whether or not ansing from this Agreement, shall not constitute a
defense to the enforcement by Franchisor of the covenants in this Section IX Developer and the
Controlling Principals agree to pay all costs and expenses (including reasonable attomeys fees) incurred
by Franchisor in connection with the enforcement of this Section

l

I Developer shall require and obtain execution of covenants similar to those set forth in
Section IX C and IX D (including covenants applicable upon the termination of a person’s employment
with Developer) from all personnel of Developer who have recerved or will have access to confidential
information or traming from Franchisor Such covenants shall be substantially in the form set forth in
Attachment B All of Developer’s Principals not required to sign this Agreement as a Controlling
Principal also must execute such covenants Notwithstanding the foregoing, Franchisor reserves the
right, in 1ts sole discretion, to decrease the period of time or geographic scope of the non-competition

|
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covenant set forth in Attachment B or eliminate such non-competition covenant altogether for any party
that 1s required to execute such agreement under this Section IX 1

J Failure to comply with the requirements of this Section shall constitute a material event
of default under this Agreement Developer and the Controlling Principals acknowledge that a violation
of this Section would result in irreparable injury to Franchisor for which no adequate remedy at law may
be available, and Developer and the Controlling Principals accordingly consent to the tssuance of an
injunction prohibiting any conduct by Developer or the Controlling Principals 1n violation of the terms of
this Section Developer and the Controlling Principals agree to pay all court costs and reasonable legal
fees incurred by Franchisor in obtaining specific performance, injunctive rehief or any other remedy
available to Franchisor for any violation of the requirements of this Section |

ARTICLE X |
INDEPENDENT CONTRACTOR AND INDEMNIFICATION

A The parties acknowledge and agree that this Agreement does not create a fiduciary
relationship between them, that Developer shall be an independent contractor and that nothing in this
Agreement 1s intended to constitute either party an agent, legal representative, subsidiary, joint venturer,
partner, employee, joint employer or servant of the other for any purpose

B During the term of this Agreement, Developer shall hold itself out to the public as an
independent contractor conducting its development operations pursuant to development rights granted by
Franchisor Developer agrees to take such action as shall be necessary to that end, including, without
limitation, exhibiting a notice of that fact in a conspicuous place in any Asian Chao Restaurant
established under any Franchise Agreement for the purposes hereunder, the content and form of which
Franchisor reserves the right to specify in writing

1

C Developer understands and agrees that nothing in this Agreement authorizes Developer
or any of the Controllhing Principals to make any contract, agreement, warranty or representation on
Franchisor’s behalf, or to incur any debt or other obligation 1n Franchisor’s name and that Franchisor
shall 1n no event assume hability for, or be deemed hable under this Agreement as a result of, any such
action, or for any act or omission of Developer or any of the Controlling Principals ior any claim or
Judgment arising therefrom

D n Developer and each of the Controlling Principals shall, at all times, indemmfy
and hold harmless to the fullest extent permitted by law Franchisor and its affiliates, successors and
assigns, their respective partners and affiliates, and the officers, directors, shareholders, partners, agents,
representatives, independent contractors, independent contractors, servants and employees of each of
them (“Indemnitees™) from all “losses and expenses” (as defined in Section X D(4)(b) be!ow) incurred 1n
connection with any action, suit, proceeding, claim, demand, investigation or inquiry (formal or
informal), or any settlement thereof (whether or not a formal proceeding or action has been nstituted)
which arises out of or 1s based upon any of the following

|
(a) The infringement, alleged infringement, or any other violation or alleged
violation by Developer or any of the Controlling Principals of any patent, mark, copyright or other
proprietary right owned or controlled by third parties (except as such may occur with respect to any
rights to use the Marks, any copyrights or other proprietary information granted to Developer under any
Franchise Agreement),
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(b) The violation, breach or asserted violation or breach by Developer or
any of the Controlling Principals of any federal, state or local law, regulation, ;rulmg, standard or
directive, or any industry standard,

(c) Libel, slander or any other form of defamation of Franchisor, the
System, or any developer or franchisee under the System, by Developer or by any of the Controlling
Principals,

(d) The wviolation or breach by Developer or by any of the Controlling
Principals of any warranty, representation, agreement or obligation in this Agreement or in any Franchise
Agreement or other agreement between Developer or any of its affiliates and Franchisor or any of its
affiliates, their respective partners, or the officers, directors, shareholders, partners, agents,
representatives, independent contractors and employees of any of them, and
|
) Acts, errors or omissions of Developer, any of Developer’s affiliates and
any of the Controlling Principals and the officers, directors, shareholders, partners, agents, independent
contractors, servants, employees and representatives of Developer and its affiliates in connection with the
performance of the development activities contemplated under this Agreement or the establishment and
operation of any Asian Chao Restaurant pursuant to any Franchise Agreement |

2) Developer and each of the Controlling Principals agree to give Franchisor
immediate notice of any such action, suit, proceeding, claim, demand, inquiry or investigation At the
expense and risk of Developer and each of the Controlling Principals, Franchisor may elect to control
(but under no circumstance 1s obligated to undertake) and associate counsel of 1ts own choosing with
respect to the defense and/or settlement of any such action, suit, proceeding, claim, demand, inquiry or
investigation  Such an undertaking by Franchisor shall not, in any manner or form, dimimsh the
obligation of Developer and each of the Controlling Principals to indemnify the Indemnitees and to hold
them harmless !

3) In order to protect persons or property or its reputation or goodwill, or the
reputation or goodwill of others, Franchisor may, at any time and without notice as it in its judgment
deems appropriate, consent or agree to settlements or take such other remedial or corrective action as it
deems expedient with respect to the action, suit, proceeding, claim, demand, inquiry or imvestigation if; in
Franchisor’s sole judgment, there are reasonable grounds to believe that

(a) any of the acts or circumstances enumerated 1in Section X D(1) above
has occurred, or

|
(b) any act, error or omission as described 1n Section X D(1)(e) may result
directly or indirectly in damage, injury or harm to any person or any property

€Y (a) All losses and expenses incurred under this Section X shall be
chargeable to and paid by Developer or any of the Controlling Principals pursuant to its obligations of
indemnity under this Section, regardless of any action, activity or defense undertaken by Franchisor or
the subsequent success or failure of such action, activity or defense ;

(b) As used n this Section X, the phrase “losses and expenses” shall
include, without himitation, all losses, compensatory, exemplary or punitive damages, fines, charges,
costs, expenses, lost profits, legal fees, court costs, settlement amounts, judgments, compensation for

1
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damages to Franchisor’s reputation and goodwill, costs of or resulting from delaysj financing, costs of
advertising material and media time/space and costs of changing, substituting or replacing the same, and
any and all expenses of recall, refunds, compensation, public notices and other such amounts incurred in
connection with the matters described

(5) The Indemnitees do not assume any lLiability whatsoever for acts, errors or
omissions of those with whom Developer, any of the Controlling Principals or Developer’s affihates or
any of the officers, directors, shareholders, partners, agents, representatives, independent contractors and
employees of Developer or its affiliates may contract, regardless of the purpose Developer and each of
the Controlhing Principals shall hold harmless and indemnify the Indemnitees for all losses and expenses
which may arise out of any acts, errors or omissions of Developer, the Controllmg Principals,
Developer’s affiliates, the officers, directors, shareholders, partners, agents, representatives, independent
contractors and employees of Developer and its affiliates and any such third parties without himitation
and without regard to the cause or causes thereof or the negligence of Franchisor or any other party or
parties arising 1n connection therewith, and whether such neghgence be sole, joint or concurrent or active
or passive

6) Under no circumstances shall the Indemnitees be required or‘obllgated to seek
recovery from third parties or otherwise mitigate their losses to mantain a claim against Developer or
any of the Controlling Principals Developer and each of the Controlling Principals agree that the failure
to pursue such recovery or mitigate loss will in no way reduce the amounts recoverable from Developer

or any of the Controlling Principals by the Indemnitees

@) Developer and the Controlling Principals expressly agree that:the terms of this
Section X D shall survive the termination, expiration or transfer of this Agreement or any interest herein

ARTICLE XI
APPROVALS
1

A Whenever this Agreement requires the prior approval or consent of Franchisor,
Developer shall make a timely written request to Franchisor and such approval or consent shall be
obtained 1n writing

A\

B Franchisor makes no warranties or guarantees upon which Developer may rely and
assumes no hability or obligation to Developer or any third party to which 1t would not otherwise be
subject by providing any waiver, approval, advice, consent or suggestion to Developer in connection with
this Agreement, or by reason of any neglect, delay or denial of any request therefor

ARTICLE XII
NON-WAIVER AND REMEDIES

A No delay, waiver, omission or forbearance on the part of Franchisor to exercise any right,
option, duty or power arising out of any breach or default by Developer or the Controlling Principals
under this Agreement shall constitute a waiver by Franchisor to enforce any such right, option, duty or
power against Developer or the Controlling Principals, or as to a subsequent breach or default by
Developer or the Controlling Principals Acceptance by Franchisor of any payments due to it hereunder
subsequent to the time at which such payments are due shall not be deemed to be a waiver by Franchisor
of any preceding breach by Developer or the Controlling Principals of any terms, provisions, covenants

or conditions of this Agreement '
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B All nights and remedies of the parties to this Agreement shall be cumulative and not
alternative, 1n addition to and not exclusive of any other rights or remedies which are provided for herein
or which may be available at law or in equity in case of any breach, failure or default or threatened
breach, failure or default of any term, provision or condition of this Agreement or any other agreement
between Developer or any of its affiliates and Franchisor or any of its affiliates The rights and remedies
of the parties to this Agreement shall be continuing and shall not be exhausted by any one or more uses
thereof and may be exercised at any time or from time to time as often as may be expedient, and any
option or election to enforce any such right or remedy may be exercised or taken at any time and from
time to time The expiration, earlier termination or exercise of Franchisor’s rights ﬁursuant to Section
VII of this Agreement shall not discharge or release Developer or any of the Controlling Principals from
any liability or obligation then accrued, or any hability or obligation continuing beyond, or arising out of,
the expiration, the earlier termination or the exercise of such rights under this Agreement Additionally,
Developer and the Controlling Principals shall pay all court costs and reasonable attorneys’ fees incurred
by Franchisor in obtaining any remedy available to Franchisor for any violation of this ,‘Agreement

ARTICLE XIIT
NOTICES

Any and all notices required or permitted under this Agreement shall be n wrlmng and shall be
personally delivered or sent by expedited delivery service or certified or registered mail, return receipt
requested, first-class postage prepaid, or sent by prepaid facsimile, telegram or telex (provided that the
sender confirms the facsimile, telegram or telex by sending an original confirmation copy by certified or
registered mail or expedited delivery service within three (3) business days after transmission) to the
respective parties at the following addresses unless and until a different address has been designated by
written notice to the other party

Notices to Franchisor Food Systems Unlimited, Inc
750 Florida Central Parkway, Suite 100
Longwood, Florida 32750
Attention President
Facsimile (407) 830-4443

With a copy to Harold L Kestenbaum, Esq
Gordon & Rees LLP
90 Merrick Avenue, Suite 601
East Meadow, New York 11554 '
Facsimile 516-745-0293 \

Notices to Developer and
the Controlling Principals

Attention |
Facsimile

Any notice shall be deemed to have been given at the time of personal delivery or, in the case of
facsimule, telegram or telex, upon transmission (provided confirmation 1s sent as described above) or, 1n
the case of expedited delivery service or registered or certified mail, three (3) bustness days after the date
and time of mailing Business days for the purpose of this Agreement excludes Saturday, Sunday and the
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|
following national holidays New Year’s Day, Martin Luther King Day, Presidents’ Day, Memorial Day,
Independence Day, Labor Day, Columbus Day, Veterans Day, Thanksgiving and Christmas

ARTICLE XIV
SEVERABILITY AND CONSTRUCTION

A Except as expressly provided to the contrary herein, each portion, section, part, term and
provision of this Agreement shall be considered severable, and 1f, for any reason, any portion, section,
part, term or provision Is determined to be invalid and contrary to, or in conflict with, any existing or
future law or regulation by a court or agency having valid jurisdiction, this shall not tmpair the operation
of, or have any other effect upon, the other portions, sections, parts, terms or provisions of this
Agreement that may remain otherwise intelligible, and the latter shall continue to be given full force and
effect and bind the parties, the invahd portions, sections, parts, terms or provisions shall be deemed not
to be part of this Agreement, and there shall be automatically added such portion, section, part, term or
provision as similar as possible to that which was severed which shall be valid and not contrary to or in
conflict with any law or regulation

B Except as expressly provided to the contrary herein, nothing in this Agreement 1s
intended, nor shall be deemed, to confer upon any person or legal entity other than Developer, Franchisor
and Franchisor’s officers, directors and personnel and such of Developer’s and Franchisor’s respective
successors and assigns as may be contemplated (and, as to Developer, authorized by Section VIII), any
rights or remedies under or as a result of this Agreement

C All captions 1n this Agreement are itended solely for the convenience of the parties and
shall not affect the meaning or construction of any provision of this Agreement \

D All references to the masculine, neuter or singular shall be construed to include the
masculine, feminine, neuter or plural, where applicable Without limiting the obhigations individually
undertaken by the Controlling Principals under this Agreement, all acknowledgments, promises,
covenants, agreements and obligations made or undertaken by Developer in this Agreement shall be
deemed, jointly and severally, undertaken by all of the Controlling Principals

E The term “Developer’s Principals” shall include, collectively and individually,
Developer’s spouse, 1f Developer 1s an individual, all officers and directors of Developer (including the
officers and directors of any general partner of Developer) whom Franchisor designates as Developer’s
Principals and all holders of an ownership nterest in Developer and of any entity directly or indirectly
controlling Developer, and any other person or entity controlling, controlled by or under common control
with Developer The mtial Developer’s Principals shall be hsted on Attachment C  The term
“Controlling Principals™ shall include, collectively and individually, any Developer’s Principal who has
been designated by Franchisor as a Controlling Principal hereunder For purposes of this Agreement, a
publicly held corporation 1s a corporation registered pursuant to Section 12 of the Securities Exchange
Act of 1934, as amended, or a corporation subject to the requirements of Section 15(d) of such Act

F This Agreement may be executed in counterparts and each copy so executed shall be
deemed an original

G This Agreement shall not become effective until signed by the President of Franchisor

H Each reference in this Agreement to a corporation or partnership shall be deemed to also
refer to a imited liability company and any other entity or organization stmular thereto Each reference
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|
to the organizational documents, equity owners, directors, and officers of a corporatton in this Agreement
shall be deemed to refer to the functional equivalents of such organizational documents, equity owners,
directors, and officers, as applicable, in the case of a limited hability company or any other entity or
organization similar thereto |
ARTICLE XV
ENTIRE AGREEMENT, APPLICABLE LAW, MEDIATION, ARBITRATION, LITIGATION

A This Agreement, the attachments hereto, and the documents referred to herein constitute
the entire Agreement between Franchisor and Developer concerning the subject ‘'matter hereof, and
supersede any and all prior negotiations, understandings, representations and agreements Nothing in this
Agreement or 1n any related agreement 1s intended to disclaim the representations Franchisor made in the
Franchise Disclosure Document Except for those permitted to be made unilaterally by Franchisor
hereunder, no amendment, change, or variance from this Agreement shall be binding on either party
unless mutually agreed to by the parties and executed by their authorized officers or agents in wnting

B THE PARTIES AGREE TO SUBMIT ANY CLAIM, CONTROVERSY OR DISPUTE
ARISING OUT OF OR RELATING TO THIS AGREEMENT (AND ATTACHMENTS) OR THE
RELATIONSHIP CREATED BY THIS AGREEMENT TO NON-BINDING MEDIATION PRIOR TO
BRINGING SUCH CLAIM, CONTROVERSY OR DISPUTE TO ARBITRATION OR IN A COURT
THE MEDIATION SHALL BE CONDUCTED THROUGH EITHER AN INDIVIDUAL MEDIATOR
OR A MEDIATOR APPOINTED BY A MEDIATION SERVICES ORGANIZATION OR BODY
EXPERIENCED IN THE MEDIATION OF DISPUTES BETWEEN FRANCHISORS AND
FRANCHISEES, AGREED UPON BY THE PARTIES AND, FAILING SUCH AGREEMENT,
WITHIN A REASONABLE PERIOD OF TIME AFTER EITHER PARTY HAS NOTIFIED THE
OTHER OF ITS DESIRE TO SEEK MEDIATION OF ANY CLAIM, CONTROVERSY OR DISPUTE
(NOT TO EXCEED FIFTEEN (15) DAYS), THROUGH THE AMERICAN ARBITRATION
ASSOCIATION IN ACCORDANCE WITH ITS RULES GOVERNING MEDIATION, AT
FRANCHISOR’S CORPORATE HEADQUARTERS IN LONGWOOD, FLORIDA THE COSTS AND
EXPENSES OF MEDIATION, INCLUDING COMPENSATION AND EXPENSES OF THE
MEDIATOR, SHALL BE BORNE BY THE PARTIES EQUALLY IF THE PARTIES ARE UNABLE
TO RESOLVE THE CLAIM, CONTROVERSY OR DISPUTE WITHIN NINETY (90) DAYS AFTER
THE MEDIATOR HAS BEEN APPOINTED, THEN THE DISPUTE SHALL BE SUBMITTED TO
ARBITRATION IN ACCORDANCE WITH SECTION XV C BELOW NOTWITHSTANDING THE
FOREGOING, FRANCHISOR MAY BRING AN ACTION (1) FOR MONIES OWED, (2) FOR
INJUNCTIVE RELIEF, OR (3) INVOLVING THE POSSESSION OR DISPOSITION OF, OR OTHER
RELIEF RELATING TO, REAL PROPERTY IN A COURT HAVING JURISDICTION AND IN
ACCORDANCE WITH SECTION XV D BELOW, WITHOUT SUBMITTING SUCH ACTION TO
MEDIATION OR ARBITRATION

C n EXCEPT AS PROVIDED IN THIS AGREEMENT, FRANCHISOR,
DEVELOPER AND THE CONTROLLING PRINCIPALS AGREE THAT ANY CLAIM,
CONTROVERSY OR DISPUTE ARISING OUT OF OR RELATING TO THE'FRANCHISE,
DEVELOPER’S DEVELOPMENT ACTIVITIES, ESTABLISHMENT OR OPERATION OF ANY
ASIAN CHAO RESTAURANT UNDER THIS AGREEMENT (AND ANY AMENDMENTS
THERETO) INCLUDING, BUT NOT LIMITED TO, ANY CLAIM BY DEVELOPER, OR ANY OF
THE CONTROLLING PRINCIPALS, OR PERSONS CLAIMING ON BEHALF OF DEVELOPER OR
THE CONTROLLING PRINCIPALS, CONCERNING THE ENTRY INTO, THE PERFORMANCE
UNDER OR THE TERMINATION OF THE AGREEMENT, OR ANY OTHER AGREEMENT
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BETWEEN FRANCHISOR, OR ITS AFFILIATES, AND DEVELOPER, ANY CLAIM AGAINST A
PAST OR PRESENT OFFICER, DIRECTOR, EMPLOYEE OR AGENT OF FRANCHISOR,
INCLUDING THOSE OCCURRING SUBSEQUENT TO THE TERMINATION OF THIS
AGREEMENT, THAT CANNOT BE AMICABLY SETTLED AMONG THE PARTIES OR
THROUGH MEDIATION SHALL, EXCEPT AS SPECIFICALLY SET FORTH HEREIN AND IN
SECTION XV D, BE REFERRED TO ARBITRATION THE ARBITRATION SHALL BE
CONDUCTED THROUGH AN ORGANIZATION OR BODY EXPERIENCED IN THE
ARBITRATION OF DISPUTES BETWEEN FRANCHISORS AND FRANCHISEES DESIGNATED
BY FRANCHISOR IF FRANCHISOR FAILS TO DESIGNATE AN ORGANIZATION OR BODY
WITHIN A REASONABLE TIME AFTER THE DISPUTE HAS BEEN REFERRED FOR
ARBITRATION (NOT TO EXCEED FIFTEEN (15) DAYS), ARBITRATION SHALL BE
CONDUCTED BY THE AMERICAN ARBITRATION ASSOCIATION IN ACCORDANCE WITH
THE RULES OF THE AMERICAN ARBITRATION ASSOCIATION, AS AMENDED, EXCEPT
THAT THE ARBITRATOR SHALL APPLY THE FEDERAL RULES OF EVIDENCE DURING THE
CONDUCT OF THE HEARING SESSIONS WITH RESPECT TO THE ADMISSIBILITY OF
EVIDENCE [F SUCH RULES ARE IN ANY WAY CONTRARY TO OR IN CONFILICT WITH THIS
AGREEMENT, THE TERMS OF THE AGREEMENT SHALL CONTROL ONLY CLAIMS,
CONTROVERSIES OR DISPUTES INVOLVING DEVELOPER AND THE 'CONTROLLING
PRINCIPALS MAY BE BROUGHT HEREUNDER NO CLAIM FOR OR ON BEHALF OF ANY
OTHER DEVELOPER, FRANCHISEE OR SUPPLIER, OR CLASS, REPRESENTATIVE OR
ASSOCIATION THEREOF, MAY BE BROUGHT BY DEVELOPER OR THE CONTROLLING
PRINCIPALS HEREUNDER i

2) THE PARTIES SHALL AGREE ON AN ARBITRATOR WITHIN FIFTEEN
(15) DAYS OF THE FILING OF ARBITRATION IF THE PARTIES CANNOT AGREE ON A
SINGLE ARBITRATOR, FRANCHISOR AND DEVELOPER (OR CONTROLLING PRINCIPAL, AS
APPLICABLE) SHALL EACH SELECT ONE (1) ARBITRATOR IF THE PARTY UPON WHOM
THE DEMAND FOR ARBITRATION IS SERVED FAILS TO SELECT AN ARBITRATOR WITHIN
FIFTEEN (15) DAYS AFTER THE RECEIPT OF THE DEMAND FOR ARBITRATION, THEN THE
ARBITRATOR SO DESIGNATED BY THE PARTY REQUESTING ARBITRATION SHALL ACT
AS THE SOLE ARBITRATOR TO RESOLVE THE CONTROVERSY AT HAND THE TWO
ARBITRATORS DESIGNATED BY THE PARTIES SHALL SELECT A THIRD ARBITRATOR [F
THE TWO ARBITRATORS DESIGNATED BY THE PARTIES FAIL TO SELECT A THIRD
ARBITRATOR WITHIN FIFTEEN (15) DAYS, THE THIRD ARBITRATOR SHALL 'BE SELECTED
BY THE ORGANIZATION AGREED UPON OR THE AMERICAN ARBITRATION ASSOCIATION
OR ANY SUCCESSOR THERETO UPON APPLICATION BY EITHER PARTY ALL OF THE
ARBITRATORS SHALL BE EXPERIENCED IN THE ARBITRATION OF DISPUTES BETWEEN
FRANCHISORS AND FRANCHISEES THE ARBITRATION SHALL TAKE PLACE AT
FRANCHISOR’S CORPORATE OFFICES THE AWARD OF THE ARBITRATORS SHALL BE
FINAL AND JUDGMENT UPON THE AWARD RENDERED IN ARBITRATION MAY BE
ENTERED IN ANY COURT HAVING JURISDICTION THEREOF THE COSTS AND EXPENSES
OF ARBITRATION MAY BE ENTERED IN ANY COURT HAVING JURISDICTION THEREOF
THE ARBITRATORS SHALL BE REQUIRED TO SUBMIT WRITTEN FINDINGS OF FACT AND
CONCLUSIONS OF LAW WITHIN THIRTY (30) BUSINESS DAYS FOLLOWING THE FINAL
HEARING SESSION OF THE ARBITRATION THE COSTS AND EXPENSES OF ARBITRATION,
INCLUDING COMPENSATION AND EXPENSES OF THE ARBITRATORS, SHALL BE BORNE
BY THE PARTIES AS THE ARBITRATORS DETERMINE 1

3) NOTWITHSTANDING THE ABOVE, THE FOLLOWING SHALL NOT BE
SUBJECT TO ARBITRATION
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Q) DISPUTES AND CONTROVERSIES ARISING FROM THE
SHERMAN ACT, THE CLAYTON ACT OR ANY OTHER FEDERAL OR STATE ANTITRUST
LAW, ]

(1) DISPUTES AND CONTROVERSIES BASED UPON OR ARISING
UNDER THE LANHAM ACT, AS NOW OR HEREAFTER AMENDED, RELATING TO THE
OWNERSHIP OR VALIDITY OF THE TRADEMARKS,

(m)  DISPUTES AND CONTROVERSIES RELATING TO ACTIONS TO
OBTAIN POSSESSION OF THE PREMISES OF THE ASIAN CHAO RESTAURANT UNDER
LEASE OR SUBLEASE \

4) IF FRANCHISOR SHALL DESIRE TO SEEK SPECIFIC PERFORMANCE
OR OTHER EXTRAORDINARY RELIEF INCLUDING, BUT NOT LIMITED TO, INJUNCTIVE
RELIEF UNDER THIS AGREEMENT, AND ANY AMENDMENTS THERETO, OR TO COLLECT
MONIES DUE, THEN ANY SUCH ACTION SHALL NOT BE SUBJECT TO ARBITRATION AND
FRANCHISOR SHALL HAVE THE RIGHT TO BRING SUCH ACTION AS DESCRIBED IN
SECTION XV D '

5) IN  PROCEEDING WITH ARBITRATION AND IN MAKING
DETERMINATIONS HEREUNDER, THE ARBITRATORS SHALL NOT EXTEND, MODIFY OR
SUSPEND ANY TERMS OF THIS AGREEMENT OR THE REASONABLE STANDARDS OF
BUSINESS PERFORMANCE AND OPERATION ESTABLISHED BY FRANCHISOR IN GOOD
FAITH NOTICE OF OR REQUEST TO OR DEMAND FOR ARBITRATION SHALL NOT STAY,
POSTPONE OR RESCIND THE EFFECTIVENESS OF ANY TERMINATION OF THIS
AGREEMENT THE ARBITRATORS SHALL APPLY FLORIDA LAW AND THE TERMS OF THIS
AGREEMENT IN REACHING THEIR DECISION

D WITH RESPECT TO ANY CLAIMS, CONTROVERSIES OR DISPUTES WHICH
ARE NOT FINALLY RESOLVED THROUGH MEDIATION OR ARBITRATION AS OTHERWISE
PROVIDED ABOVE, DEVELOPER AND THE CONTROLLING PRINCIPALS HEREBY
IRREVOCABLY SUBMIT THEMSELVES TO THE JURISDICTION OF THE STATE COURTS OF
SEMINOLE COUNTY, FLORIDA AND THE FEDERAL DISTRICT COURT FOR THE DISTRICT
OF FLORIDA DEVELOPER AND THE CONTROLLING PRINCIPALS HEREBY WAIVE ALL
QUESTIONS OF PERSONAL JURISDICTION FOR THE PURPOSE OF CARRYING OUT THIS
PROVISION AND WAIVING ALL RIGHTS TO TRIAL BY JURY DEVELOPER AND THE
CONTROLLING PRINCIPALS HEREBY AGREE THAT SERVICE OF PROCESS MAY BE MADE
UPON ANY OF THEM IN ANY PROCEEDING RELATING TO OR ARISING OUT OF THIS
AGREEMENT OR THE RELATIONSHIP CREATED BY THIS AGREEMENT BY ANY MEANS
ALLOWED BY FLORIDA OR FEDERAL LAW DEVELOPER AND THE CONTROLLING
PRINCIPALS FURTHER AGREE THAT VENUE FOR ANY PROCEEDING RELATING TO OR
ARISING OUT OF THIS AGREEMENT SHALL BE SEMINOLE COUNTY, FLORIDA, PROVIDED,
HOWEVER, WITH RESPECT TO ANY ACTION (1) FOR MONIES OWED, (2) FOR INJUNCTIVE
OR OTHER EXTRAORDINARY RELIEF OR (3) INVOLVING POSSESSION OR DISPOSITION OF,
OR OTHER RELIEF RELATING TO, REAL PROPERTY, FRANCHISOR MAY BRING SUCH
ACTION IN ANY STATE OR FEDERAL DISTRICT COURT WHICH HAS JURISDICTION WITH
RESPECT TO ALL CLAIMS, CONTROVERSIES, DISPUTES OR ACTIONS RELATED TO THIS
AGREEMENT OR THE RELATIONSHIP CREATED THEREBY, THIS AGREEMENT AND ANY

Astan Chao/da 8 27



SUCH RELATED CLAIMS, CONTROVERSIES, DISPUTES OR ACTIONS SHALL BE GOVERNED,
ENFORCED, AND INTERPRETED UNDER FLORIDA LAW (EXCEPT FOR FLORIDA CHOICE OF
LAW RULES) |

E DEVELOPER, THE CONTROLLING PRINCIPALS AND FRANCHISOR
ACKNOWLEDGE THAT THE PARTIES’ AGREEMENT REGARDING APPLICABLE STATE LAW
AND FORUM SET FORTH IN SECTIONS XV C AND D ABOVE PROVIDES EACH OF THE
PARTIES WITH THE MUTUAL BENEFIT OF UNIFORM INTERPRETATION OF THIS
AGREEMENT AND ANY DISPUTE ARISING OUT OF THIS AGREEMENT OR THE PARTIES’
RELATIONSHIP CREATED BY THIS AGREEMENT EACH OF DEVELOPER, THE
CONTROLLING PRINCIPALS AND FRANCHISOR FURTHER ACKNOWLEDGE THE RECEIPT
AND SUFFICIENCY OF MUTUAL CONSIDERATION FOR SUCH BENEFIT AND THAT EACH
PARTY’S AGREEMENT REGARDING APPLICABLE STATE LAW AND CHOICE OF FORUM
HAVE BEEN NEGOTIATED FOR IN GOOD FAITH AND ARE PART OF THE BENEFIT OF THE
BARGAIN REFLECTED BY THIS AGREEMENT

F DEVELOPER, THE CONTROLLING PRINCIPALS AND FRANCHISOR
ACKNOWLEDGE THAT THE EXECUTION OF THIS AGREEMENT AND ACCEPTANCE OF THE
TERMS BY THE PARTIES OCCURRED IN LONGWOOD, FLORIDA, AND FURTHER
ACKNOWLEDGE THAT THE PERFORMANCE OF CERTAIN OBLIGATIONS OF DEVELOPER
ARISING UNDER THIS AGREEMENT, INCLUDING, BUT NOT LIMITED TO, THE PAYMENT OF
MONIES DUE HEREUNDER, SHALL OCCUR IN LONGWOOD, FLORIDA

G WITHOUT LIMITING ANY OF THE FOREGOING, FRANCHISOR RESERVES THE
RIGHT, AT ANY TIME, TO CREATE A DISPUTE RESOLUTION PROGRAM AND RELATED
SPECIFICATIONS, STANDARDS, PROCEDURES AND RULES FOR THE IMPLEMENTATION
THEREOF TO BE ADMINISTERED BY FRANCHISOR OR ITS DESIGNEES FOR THE BENEFIT
OF ALL DEVELOPERS AND FRANCHISEES CONDUCTING BUSINESS UNDER THE SYSTEM
THE STANDARDS, SPECIFICATIONS, PROCEDURES AND RULES FOR SUCH DISPUTE
RESOLUTION PROGRAM SHALL BE MADE PART OF THE MANUALS AND IF MADE PART OF
THE MANUALS, ON EITHER A VOLUNTARY OR MANDATORY BASIS, DEVELOPER SHALL
COMPLY WITH ALL SUCH STANDARDS, SPECIFICATIONS, PROCEDURES AND RULES IN
SEEKING RESOLUTION OF ANY CLAIMS, CONTROVERSIES OR DISPUTES WITH OR
INVOLVING FRANCHISOR OR OTHER DEVELOPERS OR FRANCHISEES, IF APPLICABLE
UNDER THE PROGRAM IF SUCH DISPUTE RESOLUTION PROGRAM IS MADE
MANDATORY, THEN DEVELOPER AND FRANCHISOR AGREE TO SUBMIT ANY CLAIMS,
CONTROVERSIES OR DISPUTES ARISING OUT OF OR RELATING TO THIS, AGREEMENT
(AND ATTACHMENTS) OR THE RELATIONSHIP CREATED BY THIS AGREEMENT FOR
RESOLUTION IN ACCORDANCE WITH SUCH DISPUTE RESOLUTION PROGRAM PRIOR TO
SEEKING RESOLUTION OF SUCH CLAIMS, CONTROVERSIES OR DISPUTES IN THE MANNER
DESCRIBED IN SECTIONS XV B (PROVIDED THAT THE PROVISIONS OF SECTION XV
CONCERNING FRANCHISOR'’S RIGHT TO SEEK RELIEF IN A COURT FOR CERTAIN ACTIONS
INCLUDING FOR INJUNCTIVE OR OTHER EXTRAORDINARY RELIEF SHALL NOT BE
SUPERSEDED OR AFFECTED BY THIS SECTION XV G OR IF SUCH CLAIM, CONTROVERSY
OR DISPUTE RELATES TO ANOTHER DEVELOPER OR FRANCHISEE, DEVELOPER AGREES
TO PARTICIPATE IN THE PROGRAM AND SUBMIT ANY SUCH CLAIMS, CONTROVERSIES
OR DISPUTES IN ACCORDANCE WITH THE PROGRAM’S STANDARDS, SPECIFICATIONS,
PROCEDURES AND RULES, PRIOR TO SEEKING RESOLUTION OF SUCH CLAIM BY ANY
OTHER JUDICIAL OR LEGALLY AVAILABLE MEANS)
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H DEVELOPER AND THE CONTROLLING PRINCIPALS HEREBY WAIVE, TO THE
FULLEST EXTENT PERMITTED BY LAW, ANY RIGHT TO OR CLAIM OF ANY PUNITIVE,
EXEMPLARY, INCIDENTAL, INDIRECT, SPECIAL, CONSEQUENTIAL OR OTHER DAMAGES
(INCLUDING, WITHOUT LIMITATION, LOSS OF PROFITS) AGAINST FRANCHISOR, ITS
AFFILIATES, AND THEIR RESPECTIVE OFFICERS, DIRECTORS, SHAREHOLDERS,
PARTNERS, AGENTS, REPRESENTATIVES, INDEPENDENT CONTRACTORS, SERVANTS AND
EMPLOYEES, IN THEIR CORPORATE AND INDIVIDUAL CAPACITIES, ARISING OUT OF ANY
CAUSE WHATSOEVER (WHETHER SUCH CAUSE BE BASED IN CONTRACT, NEGLIGENCE,
STRICT LIABILITY, OTHER TORT OR OTHERWISE) AND AGREES THAT IN THE EVENT OF
A DISPUTE, DEVELOPER AND THE CONTROLLING PRINCIPALS SHALL BE LIMITED TO THE
RECOVERY OF ANY ACTUAL DAMAGES SUSTAINED BY IT IF ANY OTHER TERM OF THIS
AGREEMENT IS FOUND OR DETERMINED TO BE UNCONSCIONABLE OR UNENFORCEABLE
FOR ANY REASON, THE FOREGOING PROVISIONS OF WAIVER BY AGREEMENT OF
PUNITIVE, EXEMPLARY, INCIDENTAL, INDIRECT, SPECIAL, CONSEQUENTIAL OR OTHER

DAMAGES (INCLUDING, WITHOUT LIMITATION, LOSS OF PROFITS) SHALL CONTINUE IN
FULL FORCE AND EFFECT

§
]

ARTICLE XVI
ACKNOWLEDGMENTS
A Developer acknowledges that 1t has conducted an independent investigation of the
business venture contemplated by this Agreement and recognizes that the success of this business venture
involves substantial business risks and will largely depend upon the ability of Developer Franchisor
expressly disclaims making, and Developer acknowledges that it has not received or relied on, any

warranty or guarantee, express or implied, as to the potential volume, profits or success of the business
venture contemplated by this Agreement

Inttials

B Developer acknowledges that Developer has received, read and understands this
Agreement and the related Attachments and agreements and that Franchisor has afforded Developer

sufficient time and opportunity to consult with advisors selected by Developer about the potential
benefits and risks of entering into this Agreement

Imtials

C Developer acknowledges that 1t recetved the disclosure document required by the Trade
Regulation Rule of the Federal Trade Commussion entitled “Disclosure Requirements and Prohibitions
Concerning Franchising and Business Opportunity Ventures” at least fourteen (14) calendar days prior to
the date on which this Agreement was executed l

Initials
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IN WITNESS WHEREOF, the parties hereto have duty executed and delivered this Agreement
on the day and year first above written

FRANCHISOR

FOOD SYSTEMS UNLIMITED, INC,
ATTEST a Florida corporation

By ‘
Witness Name

Title
Date Accepted

(The “Effective Date™)

DEVELOPER

By
Witness Name

Title
Date '
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CONTROLLING PRINCIPALS

Each of the undersigned acknowledges and agrees as follows

n Each has read the terms and conditions of the Developmelnt Agreement and
acknowledges that the execution of this guaranty and the undertakings of the Controlling Principals in the
Development Agreement are in partial consideration for, and a condition to, the granting of the
development rights in the Development Agreement, and that Franchisor would not have granted such
rights without the execution of this guaranty and such undertakings by each of the undersigned,

I

93] Each 1s included in the term “Controlling Principals™ as described in Section XIV E of

the Development Agreement,

3) Each individually, jointly and severally, makes all of the covenants, representations,
warranties and agreements of the Controlling Principals set forth in the Development Agreement and 1s
obligated to perform thereunder, and

1

4) Each individually, jointly and severally, unconditionally and irrevocably guarantees to
Franchisor and its successors and assigns that all of Developer’s obligations under the Development
Agreement will be punctually paid and performed Upon default by Developer or upon notice from
Franchisor, each will immediately make each payment and perform each obligation required of
Developer under the Development Agreement Without affecting the obligations of any of the
Controlling Principals under this guaranty, Franchisor may, without notice to the Controlling Principals,
waive, renew, extend, modify, amend or release any indebtedness or obligation of Developer or settle,
adjust or compromise any claims that Franchisor may have against Developer Each of the Controlling
Principals waives all demands and notices of every kind with respect to the enforcement of this guaranty,
including, without limitation, notice of presentment, demand for payment or performance by Developer,
any default by Developer or any guarantor and any release of any guarantor or other secunty for this
guaranty or the obligations of Developer Franchisor may pursue its rights agamst any of the Controlling
Principals without first exhausting 1ts remedies against Developer and without joining any other
guarantor hereto and no delay on the part of Franchisor in the exercise of any right:or remedy shall
operate as a waiver of such nght or remedy, and no single or partial exercise by Franchisor of any night
or remedy shall preclude the further exercise of such right or remedy Upon receipt by Franchisor of
notice of the death of any of the Controlling Principals, the estate of the deceased will be bound by the
foregoing guaranty, but only for defaults and obligations under the Development Agreement existing at
the time of death, and n such event, the obligations of the remaining Controlling Principals shall
continue in full force and effect ’

Additionally, with respect to the individual designated as Operating Principal, Operating
Principal acknowledges that the undertakings by Operating Principal under this guaranty are made and
given 1n partial consideration of, and as a condition to, Franchisor’s grant of rights to develop Asian
Chao Restaurants as described herein, Operating Principal individually, jomntly and severally, makes all
of the covenants, representations and agreements of Developer and Operating Principal set forth in the
Development Agreement and 1s obligated to perform hereunder
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ATTEST

Witness Date
Witness Date
Witness Date
Witness Date

CONTROLLING PRINCIPALS
*Name Date
!
Name Date
|
Name Date
Name Date

* Denotes individual who 1s Developer’s Operating Principal
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Attachment A

FRANCHISE AGREEMENT

(See Exhibit C of Disclosure Document)
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Attachment B

CONFIDENTIALITY AGREEMENT AND
ANCILLARY COVENANTS NOT TO COMPETE

This Agreement 1s made and entered into this ____ day of , 20___, between Food
Systems Unlhimited, Inc , a Florida corporation (“Franchisor”), (“Developer”) and
(“Covenantor’ ) I

RECITALS

WHEREAS, Franchisor has acquired the rnight to develop a unique system (the “System”) for the
development and operation of quick-service restaurants under the name and mark “Asian Chao” (“Asian
Chao Restaurants™), and

|

WHEREAS, the System includes, but i1s not limited to, certain trade names, service marks,
trademarks, logos, emblems and indicia of origin, including, but not limited to, the mark “Asian Chao”
and “Asian Chao Restaurant” and such other trade names, service marks, trademarks logos, nsignia,
slogans, emblems, designs and commercial symbols as Franchisor may develop in the future to identify
for the public the source of services and products marketed under such marks and under the System and
representing the System’s high standards of quality, appearance and service and distinctive exterior and
interior design, decor and color scheme and furnishings (“Marks”™), proprietary recipes and special menu
items, uniform standards, specifications and procedures for inventory and management and financial
control, operations, quality and uniformity of products and services offered, procedures for management
and financial control, training and assistance, and advertising and promotional programs, all of which
may be changed, improved and further developed by Franchisor from time to time 'and are used by
Franchisor in connection with the operation of the System (“Trade Secrets™), and

{

WHEREAS, the Marks and Trade Secrets provide economic advantages to Franchisor and are
not generally known to, and are not readily ascertainable by proper means by, Franchlsor s competitors
who could obtain economic value from knowledge and use of the Trade Secrets, and

|

WHEREAS, Franchisor has taken and intends to take all reasonable steps to mamntain the
confidentiality and secrecy of the Trade Secrets, and '

|

WHEREAS, Franchisor has granted Developer the limited right to develop Asian Chao
Restaurants using the System, the Marks and the Trade Secrets for the period defined in the development
agreement made and entered into on , 20 (“Development Agreement”), by and
between Franchisor and Developer, and

WHEREAS, Franchisor and Developer have agreed in the Development Agreement on the
importance to Franchisor and to Developer and other licensed users of the System of restricting the use,
access and dissemtnation of the Trade Secrets, and

WHEREAS, 1t will be necessary for certain employees, agents, independent contractors,
officers, directors and interest holders of Developer, or any entity having an interest in Developer
(“Covenantor”) to have access to and to use some or all of the Trade Secrets in the management and
operation of Developer’s business using the System, and
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|
t

WHEREAS, Developer has agreed to obtain from those covenantors written agreements
protecting the Trade Secrets and the System against unfair competition, and
|
WHEREAS, Covenantor wishes to remain, or wishes to become, associated with or employed
by Developer, and !

WHEREAS, Covenantor wishes and needs to receive and use the Trade Secrets in the course of
his employment or association 1n order to effectively perform his services for Developer, and

WHEREAS, Covenantor acknowledges that receipt of and the right to use the Trade Secrets
constitutes independent valuable consideration for the representations, promises and covenants made by
Covenantor herein,

|

NOW, THEREFORE, in consideration of the mutual covenants and obligations contained

herein, the parties agree as follows
!

Confidentiality Agreement !

1 Franchisor and/or Developer shall disclose to Covenantor some or all of the Trade
Secrets relating to the System All information and materials, including, without limitation, any manuals,
drawings, specifications, techniques and compilations of data, which Franchisor provides to Developer
and/or Covenantor shall be deemed confidential Trade Secrets for the purposes of this Agreement

2 Covenantor shall receive the Trade Secrets 1n confidence and shall, at all times, maintain
them 1n confidence, and use them only 1n the course of his employment or association with Developer
and then only in connection with the development and/or operation by Developer of a Asian Chao
Restaurant for so long as Developer 1s licensed by Franchisor to use the System

1

3 Covenantor shall not at any time make copies of any documents or compilations

containing some or all of the Trade Secrets without Franchisor’s express written permission

4 Covenantor shall not at any time disclose or permit the disclosure of the Trade Secrets
except to other employees of Developer and only to the imited extent necessary to train or assist other
employees of Developer in the development or operation of a Asian Chao Restaurant using the System

|

5 Covenantor shall surrender any material containing some or all of the Trade Secrets to
Developer or Franchisor, upon request, or upon termination of employment by Developer, or upon
conclusion of the use for which such information or material may have been furnished to Covenantor

6 Covenantor shall not at any time, directly or indirectly, do any act or omut to do any act
that would or would likely be injurious or prejudicial to the goodwill associated with the Trade Secrets
and the System

7 All manuals are loaned by Franchisor to Developer for limited purposes only and remain
the property of Franchisor and may not be reproduced, in whole or in part, without Franchisor’s written

consent
!
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Covenants Not to Compete

|
1 In order to protect the goodwill and unique qualities of the System and the

confidentiality and value of the Trade Secrets, and in consideration for the disclosure to Covenantor of
the Trade Secrets, Covenantor further agrees and covenants as follows

a Not to divert, or attempt to divert, directly or indirectly, any business, business
opportunity, or customer of the Asian Chao Restaurants to any competitor '

b Not to employ, or seek to employ, any person who 1s at the time or was within
the preceding ninety (90) days employed by Franchisor, or any of its affiliates, or any franchisee or
developer of Franchisor, or otherwise directly or indirectly induce such person to leave that person’s
employment except as may occur in connection with Developer’s employment 'of such person if
permitted under the Development Agreement

c Except for the Restaurants described in the Development Agreement, not to
directly or indirectly, for himself or through, on behalf of, or in conjunction with any person, partnership
or corporation, without the prior written consent of Franchisor, own, maintain, operate, engage in or have
any financial or beneficial interest in (including any interest in corporations, partnerships, trusts,
unincorporated associations or joint ventures), advise, assist or make loans to, any business in the United
States, 1ts territories or commonwealths, or any other country, province, state or geographic area in which
Franchisor has used, sought registration of or registered the same or similar Marks or operates or licenses
others to operate a business under the same or similar Marks, which business 1s of a character and
concept similar to the Asian Chao Restaurant, including a restaurant or deli business which offers and
sells Asian cuisine of any kind

2 In further consideration for the disclosure to Covenantor of the Trade Secrets and to
protect the uniqueness of the System, Covenantor agrees and covenants that for one (1) year following
the earlier of the expiration, termnation or transfer of all of Developer’s interest in the Development
Agreement or the termination of his association with or employment by Developer, Covenantor will not
without the prior written consent of Franchisor

a Divert or attempt to divert, directly or indirectly, any busmess business
opportunity or customer of the Asian Chao Restaurants to any competitor

b Employ, or seek to employ, any person who 1s at the time or was within the
preceding ninety (90) days employed by Franchisor or any franchisee or developer of Franchisor, or
otherwise directly or indirectly induce such persons to leave that person’s employment

c Directly or indirectly, for himself or through, on behalf of or in conjunction with
any person, partnership or corporation, own, maintain, operate, engage in or have any financial or
beneficial interest in (including any interest in corporations, partnerships, trusts,, unincorporated
assoclations or joint ventures), advise, assist or make loans to, any business that 1s of a character and
concept similar to the Asian Chao Restaurants, including a restaurant or deli business which offers and
sells Oriental food rtems, which business 1s, or 1s intended to be located within the Territory, as such term
1s defined in the Development Agreement (and as described 1n the map attached thereto), or within a
twenty-five (25)-mile radius of the location of any Asian Chao Restaurant or other food service facility
in existence or under construction at any given time during such period
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Miscellaneous !
|
1 Developer shall make all commercially reasonable efforts to ensure that Covenantor acts
as required by this Agreement

2 Covenantor agrees that in the event of a breach of this Agreement, Flranchlsor would be
irreparably injured and be without an adequate remedy at law Therefore, in the event of such a breach,
or threatened or attempted breach of any of the provisions hereof, Franchisor shall be entitled to enforce
the provisions of this Agreement and shall be entitled, in addition to any other remedies which are made
available to 1t at law or n equity, including the right to terminate the Development Agreement or any
franchise agreement, to a temporary and/or permanent mnjunction and a decree for the specific
performance of the terms of this Agreement, without the necessity of showing actual or threatened harm
and without being required to furnish a bond or other security

|
3 Covenantor agrees to pay all expenses (including court costs and reasonable attorneys’
fees) incurred by Franchisor and Developer in enforcing this Agreement

MAY BE DELETED IF FRANCHISOR DOES NOT REQUIRE DEVELOPER TO OBTAIN
THE EXECUTION OF THIS COVENANT BY COVENANTOR SEE SECTION IXI OF THE
DEVELOPMENT AGREEMENT !

4 Any failure by Franchisor or the Developer to object to or take action with respect to any
breach of any provision of this Agreement by Covenantor shall not operate or be construed as a waiver of
or consent to that breach or any subsequent breach by Covenantor |

5 THIS AGREEMENT SHALL BE GOVERNED BY AND CONSTRUED AND
ENFORCED IN ACCORDANCE WITH THE LAWS OF THE STATE OF FLORIDA WITHOUT
REFERENCE TO FLORIDA CHOICE OF LAW PRINCIPLES COVENANTOR HEREBY
IRREVOCABLY SUBMITS HIMSELF TO THE JURISDICTION OF THE STATE COURTS OF
SEMINOLE COUNTY, FLORIDA AND THE FEDERAL DISTRICT COURTS FOR THE DISTRICT
OF FLORIDA COVENANTOR HEREBY WAIVES ALL QUESTIONS OF PERSONAL
JURISDICTION OR VENUE FOR THE PURPOSE OF CARRYING OUT THIS PROVISION
COVENANTOR HEREBY AGREES THAT SERVICE OF PROCESS MAY BE MADE UPON HIM IN
ANY PROCEEDING RELATING TO OR ARISING UNDER THIS AGREEMENT OR THE
RELATIONSHIP CREATED BY THIS AGREEMENT BY ANY MEANS ALLOWED BY FLORIDA
OR FEDERAL LAW COVENANTOR FURTHER AGREES THAT VENUE FOR ANY
PROCEEDING RELATING TO OR ARISING OUT OF THIS AGREEMENT SHALL BE SEMINOLE
COUNTY, FLORIDA, PROVIDED, HOWEVER, WITH RESPECT TO ANY ACTION WHICH
INCLUDES INJUNCTIVE RELIEF OR OTHER EXTRAORDINARY RELIEF, FRANCHISOR OR
DEVELOPER MAY BRING SUCH ACTION IN ANY COURT IN ANY STATE WHICH HAS
JURISDICTION

6 The parties acknowledge and agree that each of the covenants contained herein are
reasonable limitations as to time, geographical area, and scope of activity to be restramed and do not
impose a greater restraint than 1s necessary to protect the goodwill or other business interests of
Franchisor The parties agree that each of the foregoing covenants shall be construed as independent of
any other covenant or provision of this Agreement If all or any portion of a covenant 1n this Agreement
1s held unreasonable or unenforceable by a court or agency having valid jurisdiction in any unappealed
final decision to which Franchisor 1s a party, Covenantor expressly agrees to be bound by any lesser

f
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covenant subsumed within the terms of such covenant that imposes the maximum duty permitted by law,
as 1f the resulting covenant were separately stated in and made a part of this Agreement
|
7 This Agreement contains the entire agreement of the parties regarding the subject matter
hereof This Agreement may be modified only by a duly authorized writing executed by all parties

|
i

8 All notices and demands required to be given hereunder shall be in writing and shall be
sent by personal delivery, expedited delivery service, certified or registered mail, return receipt
requested, first- class postage prepaid, facsimile, telegram or telex (provided that the sender confirms the
facsimile, telegram or telex by sending an original confirmation copy by certified or registered mail or
expedited delivery service within three (3) business days after transmission), to the respective parties at
the following addresses unless and until a different address has been designated by written notice to the
other parties

If directed to Franchisor, the notice shall be addressed to

Food Systems Unlimited, Inc

750 Florida Central Parkway, Suite 100
Longwood, Florida 32750

Attention President

Facsimile (407) 830-4443

with a copy to

Harold L Kestenbaum, Esq
Gordon & Rees LLP

90 Merrick Avenue, Suite 601
East Meadow, New York 11554
Facsimile 516-745-0293

If directed to Developer, the notice shall be addressed to

Attention
Facsimile () |

If directed to Covenantor, the notice shall be addressed to

t

Attention
Facsimile (__) ‘
|
Any notices sent by personal delivery shall be deemed given upon receipt  Any notices given by
telex or facsimile shall be deemed given upon transmission, provided confirmation 1s made as provided
above Any notice sent by expedited delivery service or registered or certified mail shall be deemed
given three (3) business days after the time of mailing Any change in the foregoing add'resses shall be
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1

effected by giving fifteen (15) days written notice of such change to the other partles Business day for
the purpose of this Agreement excludes Saturday, Sunday and the following national holidays New

Year’s Day, Martin Luther King Day, Presidents’ Day, Memorial Day, Independence Day, Labor Day,
Columbus Day, Veterans Day, Thanksgiving and Christmas

9 The rights and remedies of Franchisor under this Agreement are fully assignable and
transferable and shall inure to the benefit of 1ts respective affiliates, successors and assigns The

respective obligations of Developer and Covenantor hereunder may not be assigned by Developer or
Covenantor without the prior written consent of Franchisor

!
IN WITNESS WHEREOF, the undersigned have entered into this Agreement as witnessed by
their signatures below

FRANCHISOR

FOOD SYSTEMS UNLIMITED, INC,
ATTEST a Florida corporation |

By
Name
Title

Witness

DEVELOPER '

By
Name
Title

Witness

COVENANTOR

By
Name
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Attachment C

|
STATEMENT OF OWNERSHIP INTERESTS AND DEVELOPER’S PRINCIPALS
I

The following 1s a list of stockholders, partners or other investors in Developer, including all

investors who own or hold a direct or indirect interest in Developer, and a description of the
nature of their interest

Name Percentage of Ownership/Nature of Interest

|
The following 1s a hist of all of Developer's Principals described in and designated pursuant to

Section XIV E of the Development Agreement, each of whom shall execute the Confidentiality
Agreement and Ancillary Covenants Not to Compete substantially in the form set forth in
Attachment B (see Sections IX B(2) and IX I of the Development Agreement) |

|
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Attachment D

DEVELOPMENT SCHEDULE !

] Store Development Developer agrees to develop a total of () Asna[n Chao Restaurants
in accordance with the terms of this Agreement

2 Development Obhgations Developer agrees to open each Asian Chao Restaurant specified on

or before the specified opening date shown below and to have open and in operation in the Territory on
or before each opening date the cumulative number of Asian Chao Restaurants shown below

Restaurant Number Restaurant Opening By Date Cumulative Number Of
Restaurants To Be Open and In
Operation No Later Than the

Opening Date

FRANCHISOR DEVELOPER

FOOD SYSTEMS UNLIMITED, INC, CORPORATION, LIMITED LIABILITY
| a Florida corporation COMPANY, OR PARTNERSHIP

By
Name [Name]
Title '
By |
Name
Title
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ATTACHMENT E TO THE DEVELOPMENT AGREEMENT

ADDENDUM TO THE FOOD SYSTEMS UNLIMITED, INC
FRANCHISE DISCLOSURE DOCUMENT REQUIRED BY THE STATE OF MARYLAND
|
1 The provision contained in the termination sections of the Development Agreement may
not be enforceable under federal bankruptcy law (11 U S C Section 101 et seq )
|
2 The Development Agreement shall be amended at the sections dealing with the 1ssuance
of general releases to the effect that the general release required as a condition of renewal and/or
assignment/transfer are not intended to nor shall they act as a release, estoppel or waiver of any hability
under the Maryland Franchise Registration and Disclosure Law |

3 The Maryland Franchise Registration and Disclosure Law prohlblté a franchisor from
requiring a prospective franchisee to assent to any release, estoppel or waiver of hability as a condition
of purchasing a franchise Any disclaimer regarding the occurrence and/or acknowledgment of the non-
occurrence of acts that would constitute a violation of the Franchise Law i order to purchase the
franchise are not intended to nor shall they act as a release, estoppel or waiver of any hability incurred
under the Maryland Franchise Registration and Disclosure Law

4 Article XV of the Development Agreement 1s amended to state thalt the limitation of
claims provisions shall not act to reduce the 3-year statute of limitations afforded a franchisee for
bringing a claim arising under the Maryland Franchise Registration and Disclosure Law )

5 Article XV of the Development Agreement 1s hereby amended to state that the Area
Development Agreement requires binding arbitration, the site of which 1s in the state of Florida, the costs
of which are borne by the parties equally and any 1ssues not decided by arbitration may be brought 1n a
court of competent jurisdicion However, according to the Maryland Franchise [Registration and

Disclosure Law, a franchisee may bring a lawsuit in Maryland for claims arising under the Maryland

Franchise Registration and Disclosure Law .

IN WITNESS WHEREOF, the parties hereto have duly executed, sealed and delivered this

Addendum dated this day of ,20
|
ATTEST FOOD SYSTEMS UNLIMITED, INC |
By |
Witness Name [
Title
|
FRANCHISEE
|
Witness
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Asian Chao/fa 13



TABLE OF CONTENTS

ARTICLE1I

GRANT
ARTICLE 11

SITE SELECTION, PLANS AND CONSTRUCTION
ARTICLE 1II

TERM AND RENEWAL
ARTICLE IV

FEES
ARTICLE V

FRANCHISOR’S OBLIGATIONS
ARTICLE V1

FRANCHISEE’S AGREEMENTS, REPRESENTATIONS, WARRANTIES AND COVENANTS

ARTICLE V11
FRANCHISE OPERATIONS
ARTICLE VIII
ADVERTISING AND RELATED FEES
ARTICLE IX
MARKS
ARTICLE X
CONFIDENTIALITY AND NON-COMPETITION COVENANTS
ARTICLE XI
BOOKS AND RECORDS
ARTICLE XTI
INSURANCE
ARTICLE XII
DEBTS AND TAXES
ARTICLE X1V
TRANSFER OF INTEREST
ARTICLE XV
INDEMNIFICATION
ARTICLE XVI
RELATIONSHIP OF THE PARTIES

Asian Chao/fa 13 1

|

N N N N W W NN

(o3} W W W W W W N N N N NN o~ = e o



ARTICLE XVII

43

TERMINATION 43
ARTICLE XVIII 46
POST-TERMINATION 46
ARTICLE XIX 50
SECURITY INTEREST | 50
ARTICLE XX 51
MISCELLANEOUS 51
ARTICLE XXI 59
ACKNOWLEDGMENTS 59
ATTACHMENT A- ACCEPTED LOCATION, ASSIGNED AREA, AREA OF PRIMARY
RESPONSIBILITY AND OPENING DATE
|
ATTACHMENT B- COLLATERAL ASSIGNMENT OF LEASE ‘
ATTACHMENT C- STATEMENT OF OWNERSHIP INTERESTS AND FRANCHISEE’S
PRINCIPALS |
|
ATTACHMENTD- CONFIDENTIALITY AGREEMENT AND ANCILLARY COVENANTS NOT
TO COMPETE
ATTACHMENTE- SOFTWARE LICENSE AGREEMENT |
|
ATTACHMENTF- SUBLEASE AGREEMENT i
ATTACHMENT G- STATE SPECIFIC ADDENDUM |

EXHIBIT A- GUARANTY |

EXHIBIT B- AMENDED AND RESTATED BEVERAGE MARKETING AGREEMENT

EXHIBIT C- FRANCHISEE DISCLOSURE ACKNOWLEDGMENT STATEMENT

Asian Chao/fa 13



FOOD SYSTEMS UNLIMITED, INC !
FRANCHISE AGREEMENT :

THIS FRANCHISE AGREEMENT (the “Agreement”) 1s made and entered 1nto by and
between Food Systems Unlimited, Inc, a Florida corporation, with principal offices at 750 Florida
Central Parkway, Suite 100, Longwood, Florida 32750 (“Franchisor™) and ,a
corporation having 1its principal address at
(“Franchisee™) on the date this Agreement 1s executed by Franchisor below (the “Effelctlve Date™)

WITNESSETH

WHEREAS, as the result of the expenditure of time, skill, effort and money, Franchisor has
developed and owns a unique and distinctive system (hereinafter “System”) relating to the establishment
and operation of restaurants featuring Oriental dishes including a large selection of chicken, beef and
seafood dishes along with Chinese favornites such as Sweet N Sour Chicken, Beef!with Broccoli, Lo
Mein, and a variety of vegetarian tofu dishes, \

WHEREAS, the distinguishing characteristics of the System include, without lLimrtation,
distinctive exterior and interior design, decor, color scheme, and furnishings, proprietary products and
ingredients, proprietary recipes and special menu items, uniform standards, specifications, and
procedures for operations, quality and uniformity of products and services offered, procedures for
inventory, management and financial control, training and assistance, and advertising and promotional
programs, all of which may be changed, improved, and further developed by Franchisor from time to
time,

WHEREAS, Franchisor identifies the System by means of certain trade names, service marks,
trademarks, logos, emblems and indicia of ongn, including, but not limited to, the mark “Asian Chao”
and such other trade names, service marks, and trademarks as are now designated (and'may hereafter be
designated by Franchisor mn writing) for use in connection with the System (heremnafter referred to as
“Marks”), I

WHEREAS, Franchisor continues to develop, use and control the use of such Marks 1n order to
identify for the public the source of services and products marketed thereunder and under the System,
and to represent the System’s high standards of quality, appearance and service, '

WHEREAS, Franchisee understands and acknowledges the importance of Franchisor’s high
standards of quality, cleanliness, appearance and service and the necessity of operating the business
franchised hereunder in conformity with Franchisor’s standards and specifications, and

WHEREAS, Franchisee desires to use the System 1n connection with the operation of an Asian

Chao Restaurant at the location specified in Attachment A hereto, as well as to receive the traiming and
other assistance provided by Franchisor in connection therewith |
|

NOW, THEREFORE, the parties, in consideration of the mutual undertakings and

commitments set forth herein, the receipt and sufficiency of which are hereby acknowledged, agree as
follows )
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ARTICLE I
GRANT

A In reliance on the representations and warranties of Franchisee and 1ts Controlling
Principals (as defined in Sectton XX T) hereunder, Franchisor hereby grants to Franchisee, upon the
terms and conditions in this Agreement, the right and license, and Franchisee hereby accepts the right
and obhigation, to operate a quick-service Asian Chao Restaurant under the Marks and the System in
accordance with this Agreement (“Asian Chao Restaurant” or “Franchised Business”) Franchisee and
the Controlling Principals have represented to Franchisor that they have entered this Agreement with the
intention to comply fully with the obligations to construct an Asian Chao Restaurant hereunder and not
for the purpose of reselling the rights to develop the Asian Chao Restaurant hereunder Franchisee and
the Controlling Principals understand and acknowledge that Franchisor has granted such rights in
reliance on the business skill, financial capacity, personal character, and expectations of performance
hereunder by Franchisee and the Controlling Principals and that this Agreement and the rights and
obligations hereunder may not be transferred until after the Asian Chao Restaurant 1s open for business
to the public and 1n accordance with Section 1 G

|

B The specific address of the Asian Chao Restaurant location accepted by Franchisor shall
be set forth in Attachment A (“Location” or “Accepted Location”) Franchisee shall not relocate the
Astan Chao Restaurant without the express prior written consent of Franchisor This Agreement does
not grant to Franchisee the right or license to operate the Asian Chao Restaurant or to offer or sell any
products or services described under this Agreement at or from any other location

C If Franchisee 1s unable to continue the operation of the Asian Chao Restaurant at the
Accepted Location because of the occurrence of a force majeure event (as described in Section
XVII A(3)(e)), then Franchisee may request approval of Franchisor to relocate the Asian Chao
Restaurant to another location 1n the Assigned Area, as defined below Any other request to relocate the
Asian Chao Restaurant shall also be subject to the same procedures If Franchisor elects to grant
Franchisee the right to relocate the Asian Chao Restaurant, then Franchisee shall comply with the site
selection and construction procedures set forth 1in Section 11 |

D Upon the execution of this Agreement, Franchisee will be assigned a primary area of
operation (“Assigned Area”) that will also be described in Attachment A, which Assigned Area may only
include the venue 1in which the Restaurant 1s actually located, such as an enclosed mall or airport Except
as provided in this Agreement, and subject to Franchisee’s and the Controlling iPrincipals’ full
comphance with this Agreement, any other agreement among Franchisee or any of 1ts affihiates (defined
as any entity that 1s controlled by, controlling or under common control with such other entity) and
Franchisor or any of its affiliates, neither Franchisor nor any affiliate shall establish or authorize any
other person or entity, other than Franchisee, to establish a quick-service Asian Chao Restaurant in the
Assigned Area during the term of this Agreement Franchisee acknowledges and understands that the
rights granted hereunder pertain only to the establishment of a quick-service Asian Chao Restaurant
Notwithstanding the above, Franchisor, any franchisee and any other authorized person or entity shall
have the right, at any time, to advertise and promote the System and fill customer orders in the Assigned
Area ' Franchisee acknowledges and agrees that Franchisor and its affiliates operate Asian Chao
Restaurants under the Marks, and further agrees and acknowledges that the license granted hereby 1s only
for the operation of one (1) Asian Chao Restaurant Accordingly, in the Assigned Area, Franchisor, its
parent and 1ts affiliates may operate restaurants under different marks and with operating systems that are
the same or similar to the System, and that any such restaurants might compete with Franchisee’s
restaurant  Further, Franchisor, 1ts parent and its affiliates may own, acquire, establish and/or operate,
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and license others to establish and operate, businesses under other proprietary marks and/or other
operating systems, regardless of whether such businesses are the same, similar, or different from the
Restaurant Franchisor, its parent or its affiliates may also offer and sell (and may authorize others to
offer and sell) (1) collateral products under the Marks at or from any location, (11) food and beverage
services under the Marks at or through any Asian Chao Restaurant or other perm'anent, temporary or
seasonal food service facility providing in whole or 1n part the products and services offered by a Asian
Chao Restaurant in any Reserved Area (as defined below), and (1) any products or, food and beverage
services under any other names and marks A Reserved Area 1s defined as any area of retail
establishments or food court (other than in the retail shopping mall in which the Asian Chao Restaurant
1s located), atrports, cafeterias, commissaries, schools, hotels and stadiums, arenas, ballparks, festivals,
fairs and other mass gathering locations or events, and the premises of certain customers with corporate
campus or institutional feeding sites that have an agreement with Franchisor for the placement of a Astan
Chao Restaurant 1n more than one of their facilities (“Institutional Feeders™) |

E After Franchisee’s acceptance of a proposed Accepted Location from the Franchisor or
selects an Accepted Location by itself, for the Asian Chao Restaurant, Franchisee shall also be assigned
an Area of Primary Responsibility (the “Area of Primary Responsibility”) by Franchisor, which shall be
set forth in Attachment A Franchisee shall make all commercially reasonable efforts to advertise and
promote the Franchised Business in its Area of Primary Responsibility in accordance with Section VIII
Franchisee’s Area of Primary Responsibility shall not be exclusive to Franchisee for any purpose except
to the extent it includes the Assigned Area An Area of Primary Responsibility may only include the
regional mall or airport that the Restaurant 1s located 1n or the actual Accepted Location itself This shall
be determined in Franchisor’s sole discretion and shall not include any other protected or exclusive area

i
ARTICLE 1T
SITE SELECTION, PLANS AND CONSTRUCTION ‘

A Franchisee assumes all cost, liability, expense and responsibility for locating, obtaining
and developing a mutually acceptable site for the Asian Chao Restaurant within the Assigned Area and
for constructing and equipping the Astan Chao Restaurant at such site  Franchisee shall not make any
binding commitment to a prospective lessor of real estate with respect to a site for the Asian Chao
Restaurant unless the site 1s accepted as set forth below Franchisee acknowledges that the location,
selection, procurement and development of a site for the Asian Chao Restaurant 1s Franchisee’s
responsibility, that in discharging such responsibility Franchisee may consult with real lestate and other
professionals of Franchisee’s choosing or of the Franchisor’s, and that Franchisor’s approval of a
prospective site and the rendering of assistance 1n the selection of a site, or the actual selection of a site
to be subleased back to Franchisee, does not constitute a representation, promise, warranty or guarantee,
express or implied, by Franchisor that the Asian Chao Restaurant operated at that site will be profitable
or otherwise successful

B (1) Prior to acquiring by lease or sublease, a site for the Asian Chao Restaurant,
Franchisee shall locate a site for the Asian Chao Restaurant that satisfies the site selecl‘tlon guidelines
provided to Franchisee by Franchisor pursuant to Section V (1) and shall submit to Franchisor in the
form specified by Franchisor a description of the site, including evidence satisfactory to Franchisor
demonstrating that the site satisfies Franchisor’s site selection guidelines, together with such other
information and materials as Franchisor may reasonably require, including, but not limited to, a letter of
intent or other evidence satisfactory to Franchisor which confirms Franchisee’s favorable prospects for
obtaining the site  Recogmizing that time 1s of the essence, Franchisee agrees that it will submit such
information and matenals for the proposed site to Franchisor for i1ts approval no later than thirty (30)
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|
days after the execution of this Agreement Franchisor shall have thirty (30) days after receipt of this
information and materials to approve or disapprove, 1n its sole discretion, the proposed site as the
location for the Astan Chao Restaurant No site may be used for the location of the Asian Chao
Restaurant unless 1t 1s first accepted in writing by Franchisor In the event a site has'been predetermined
and a lease negotiated by the Franchisor or an affiliate of the Franchisor, Franchisee shall not be required
to provide the above information and materials to the Franchisor |

2) Franchisee shall occupy the premises of the Astan Chao'Restaurant under a
lease or a sublease provided by the Franchisor and shall furnish to Franchisor a copy of the executed
lease within ten (10) days after execution, 1f the premises are not sublet from the Franchisor or 1t affiliate
No lease for the Asian Chao Restaurant premises shall be accepted by Franchisor unless a rider to the
lease, prepared by Franchisor and executed by Franchisor, Franchisee and the lessor, in substantially the
form attached as Attachment B, 1s attached to the lease and incorporated therein Franchisor shall have
fifteen (15) days after receipt of the lease to either approve or disapprove such documentation prior to its
execution

3) If Franchisor requires Franchisee to sublease the premises for the Asian Chao
Restaurant from Franchisor or an affiliate of the Franchisor, as a result of Franchisor’s efforts in securing
such premises for the Franchisee, Franchisee shall execute a sublease agreement in substantlally the form
attached as Attachment F to this Agreement (the “Sublease™) Franchisee shall obtain its own attorneys
and real estate professionals to review the premises, the Sublease and the master lease between the
Franchisor or its affiliates and the lessor of the premises (the “Master Lease”)! However, when
Franchisor or one of its affiliates negotiates a Master Lease for the premises on Franchisee’s behalf,
which Master Lease, in Franchisor’s reasonable judgment, would be acceptable for the operation of an
Asian Chao Restaurant, Franchisee shall be required to pay to Franchisor a reasonable lease acquisition
fee, which may include both legal fees and brokerage fees In addition, Franchisee shall be required to
remit 1ts monthly lease payments directly to the lessor and provide proof of such payment, in the form
requested, to the Franchisor If Franchisee fails to remit its monthly lease payments to lessor, Franchisee
shall be required to remit the monthly lease payment directly to Franchisor at least fifteen (15) days prior
to the lease payment due date Franchisor shall then remit the monthly lease payment to lessor If
Franchisee will occupy the premises of the Restaurant under a lease or sublease from a! person or entity
other than Franchisor or one of its affiliates, Franchisee shall submit a copy of the lease or sublease to
Franchisor for written approval prior to its execution and shall furnish to Franchisor a copy of the
executed lease or sublease within ten (10) days after execution No lease or sublease for the Restaurant
premises shall be accepted by Franchisor unless a Collateral Assignment of Lease, prepared by
Franchisor and executed by Franchisor, Franchisee and the lessor or sublessor, in substantially the form
attached as Attachment B, 1s attached to the lease and incorporated therein Franchisor shall have ten
(10) days after receipt of the lease, sublease or the proposed contract of sale to either approve or
disapprove such documentation prior to its execution '

@) After a location for the Asian Chao Restaurant 1s accepted by Franchlsor and
acquired by Franchisee pursuant to this Agreement, the location shall be described 1n Attacihment A
C Within forty-five (45) days after Franchisor has accepted the site for the Asian Chao
Restaurant as described above (or such longer period as Franchisor appioves in writing), which site has
not been obtained from Franchisor or its affiliates, Franchisee shall acquire by lease, at Franchisee’s
expense, the Accepted Location for the Asian Chao Restaurant at such site as set forth below Failure by
Franchisee to acquire the site for the Asian Chao Restaurant within the time and in the manner required
herein shall constitute a material event of default under this Agreement
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D Franchisee shall be responsible for obtaining all zoning classifications and clearances
which may be required by state or local laws, ordinances or regulations or which may be necessary as a
result of any restrictive covenants relating to the Asian Chao Restaurant premlses'I Prior to beginning
the construction of the Asian Chao Restaurant, Franchisee shall (1) obtain all permits, licenses and
certifications required for the lawful construction or remodeling and operation of the Asian Chao
Restaurant, and (1) certify in writing to Franchisor that the insurance coverage specified 1n Section XII is
i full force and effect and that all required approvals, clearances, permits and certifications have been
obtained Upon request, Franchisee shall provide to Franchisor additional copies of Franchisee’s
insurance policies or certificates of insurance and copies of all such approvals, clearances, permits and
certifications |

E Franchisee must obtain any architectural, engineering and design services it deems
necessary for the construction of the Asian Chao Restaurant at its own expense from an architectural
design firm approved by Franchisor Franchisee shall adapt the prototypical architectural and design
plans and specifications for construction of the Asian Chao Restaurant provided to Franchisee by
Franchisor 1n accordance with Section V (3) as necessary for the construction olf the Asian Chao
Restaurant and shall submit such adapted plans to Franchisor for review If Franchisor determines, 1n its
sole discretion, that any such plans are not consistent with the best interests of the System, Franchisor
may prohibit the implementation of such plans, and in this event will notify Franchisee of any
objection(s) within thirty (30) days of recerving such plans If Franchisor fails to notify Franchisee of an
objection to the plans within this time period, Franchisee may use such plans If Franchisor objects to
any such plans, it shall provide Franchisee with a reasonably detailed list of changes necessary to make
the plans acceptable Franchisor shall, upon a re-submission of the plans with such changes, notify
Franchisee within fifteen (15) days of receiving the resubmitted plans whether the plans are acceptable
If Franchisor fails to notify Franchisee of any objection within such time period, Franchisee may use the
resubmitted plans Franchisee acknowledges that Franchisor’s review of such plans relates only to
comphance with the System and that acceptance by Franchisor of such plans does not constitute a
representation, warranty, or guarantee, express or implied, by Franchisor that such plans are accurate or
free of error concerning their design or structural application

F Franchisee shall commence and diligently pursue construction or remodeling (as
applicable) of the Asian Chao Restaurant Commencement of construction shall be defined as the time
at which any site work 1s imitiated by or on behalf of Franchisee at the location accepted for the Asian
Chao Restaurant Site work includes, without Iimitation, paving of parking areas, installing outdoor
lighting and sidewalks, extending utilities, demising of interior walls and demolishing of any existing
premises During the time of construction or remodeling, Franchisee shall provide Franchisor with such
penodic reports regarding the progress of the construction or remodeling as may be reasonably requested
by Franchisor In addition, Franchisor shall make such on-site inspections as it may deem reasonably
necessary to evaluate such progress Franchisee shall notify Franchisor of the scheduled date for
completion of construction or remodeling no later than thirty (30) days prior to such date Within a
reasonable time after the date of completion of construction or remodeling, Franchisor may, at 1ts option,
conduct an spection of the completed Asian Chao Restaurant Franchisee acknowledges and agrees
that Franchisee will not open the Asian Chao Restaurant for business without the written authorization
of Franchisor and that authorization to open shall be conditioned upon Franchisee’s strict compliance
with this Agreement

(

G Franchisee acknowledges that time 1s of the essence Subject to Franchisee’s compliance

with the conditions stated below, Franchisee shall open the Asian Chao Restaurant and commence

|
|
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business within the time set forth in the lease or sublease after Franchisee has obtam]ed possesston of the
Accepted Location The date the Asian Chao Restaurant opens for business to the public as provided
herein (“Opening Date”) shall be set forth in Attachment A Prior to opening, Franchisee shall complete
all exterior and interior preparations for the Asian Chao Restaurant, including installation of equipment,
fixtures, furmishings and signs, pursuant to the plans and specifications approved by Franchisor, and shall
comply with all other pre-opening obligations of Franchisee, including, but not limited to, those
obhgations described in Sections VIB - G, to Franchisor’s satisfaction If Franchisee fails to comply
with any of such obligations, Franchisor shall have the right to prohibit Franchisee from commencing
business Franchisee’s failure to open the Asian Chao Restaurant and commence business in accordance
with the foregoing shall be deemed a material event of default under this Agreement

ARTICLE I
TERM AND RENEWAL !

A Unless sooner terminated as provided in Section XVII hereof,’ the term of this
Agreement shall continue from the date stated on the first page hereof until the earher of (1) ten (10)
years from Opening Date or (1) the expiration or termination of Franchisee’s right to possess the Asian
Chao Restaurant premises |

B Franchisee, shall be given the right of first refusal to renew the rights under this
Agreement for one (1) additional term of ten (10) years each (provided that such renewal term shall
automatically terminate upon the expiration or termination of Franchisee’s rnight to possess the Asian
Chao Restaurant premises), assuming that Franchisor 1s able to secure any such renewal rights under the
Master Lease, and subject to any or all of the following conditions which must, in Franchisor’s
discretion, be met prior to and at the time of renewal

|
)] Franchisee shall give Franchisor written notice of Franchisee’s election to renew
not more than twenty-four (24) months prior to the end of the mitial term or first renewal term, as
applicable,

i
|

2) Franchisee shall repair or replace, at Franchisee’s cost and expense, equipment
(including electronic cash register or computer hardware or software systems, inclusive of any software
upgrades licensed to Franchisee pursuant to the software license agreement that may be required to be
executed under Section VII L), signs, interior and exterior decor items, fixtures, furnishings, supplies
and other products and materials required for the operation of the Asian Chao Restaurant as Franchisor
may reasonably require and shall obtamn, at Franchisee’s cost and expense, any new or additional
equipment, fixtures, supplies and other products and materials which may be reasonably required by
Franchisor for Franchisee to offer and sell new menu items from the Asian Chao Restaurant or to
provide the Asian Chao Restaurant’s services by alternative means, such as through carry-out, and shall
otherwise modernize the Asian Chao Restaurant premises, equipment (including electronic cash register
or computer hardware or software systems), signs, interior and exterior decor items, fixtures, furnishings,
supplies and other products and materials required for the operation of the Asian Chao Restaurant, as
reasonably required by Franchisor to reflect the then-current standards and image of the System as
contained in the Manuals (as defined in Section V (4)) or otherwise provided in writing by Franchisor,

3) Franchisee shall not be in default of any provision of this Agreement, any
amendment hereof or successor hereto, or any other agreement between Franchisee or any of its affihiates
and Franchisor or any of its affiliates, and Franchisee shall have substantially and timely complied with
all the terms and conditions of such agreements during the terms thereof,
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4) Franchisee shall have satisfied all monetary obligations owed by Franchisee to
Franchisor and its affiliates under this Agreement and any other agreement between Franchisee or any of
its affiliates and Franchisor or any of 1ts affihiates, and shall have timely met those obligations throughout
the terms thereof,

4) Franchisee shall present satisfactory evidence that Franchisee has the right to
remain 1n possession of the Asian Chao Restaurant premises or obtain Franchisor’s approval of a new
site for the operation of the Asian Chao Restaurant for the duration of the renewal term of this
Agreement, |

6) Franchisee shall execute Franchisor’s then-current form of, renewal franchise
agreement, which agreement shall supersede this Agreement in all respects, and the terms of which may
differ from the terms of this Agreement, including, without limitation, a higher percentage royalty fee,
advertising contribution or expenditure requirement, provided, however, that Franchisee shall pay to
Franchisor, in lieu of an initial franchise fee, a renewal fee representing fifty percent (50%) of
Franchisor’s then-current imitial franchise fee,

€)) Franchisee and the Controlling Principals (as defined n Sectlon XX T) shall
execute a general release of any and all claims against Franchisor and its afﬁllates their respective
partners, and the officers, directors, shareholders, partners, agents, representatives, independent
contractors, servants and employees of each of them, in their corporate and individual capacities,
including, without limitation, claims arising under this Agreement or under federal, state or local laws,
rules, regulations or orders, ‘

8 Franchisee shall comply with Franchisor’s then-current quallﬁéatlon and training
requirements, l

9 Franchisor has the right to renew its lease 1n a time period acceptable with
favorable and competitive terms The time period 1s generally between years eight (8) and ten (10) of the
Master Lease Franchisee will be given sixty (60) days to review the new terms, and if Franchisee elects
to renew 1ts sublease, Franchisee must comply with the new Master Lease terms and pay the new rental
fees 1n conjunction with the renewed sublease If Franchisee elects not to renew its sublease, Franchisee
may remain n the franchised location through the end of Franchisee’s current sublease term, and
Franchisor will pay the difference in the rental fees, if any However, Franchisee must vacate the
premises at the end of Franchisee’s sublease term |

(10)  The foregoing renewal rights shall be at Franchisee’s option 1f the premises are
not subleased from the Franchisor or 1t affihate and Franchisee has a direct lease with 1ts landlord

ARTICLE IV

FEES \

A Franchisee shall pay to Franchisor an initial franchise fee of Thirty Thousand Dollars

(830,000), which shall be paid upon the execution of this Agreement The amount of the imtial franchise

fee when so paid shall be deemed fully earned and non-refundable in consideration of the administrative

and other expenses incurred by Franchisor in granting the franchise hereunder and for its lost or deferred
opportunity to grant such franchise to any other party
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B Q)] During the term of this Agreement, Franchisee shall pay to Franchisor, in partial
consideration for the rights herein granted, a continuing royalty fee of six percent (6%) or, 1f greater, the
fee specified in Paragraph B (1)(a) below Such royalty fee shall be due and'payable each week
(“Accounting Period”) based on the Gross Sales for the preceding week (the first such Accounting Period
beginning on the Opening Date and ending on the Sunday that corresponds to the end of the then-current
Accounting Period as determined 1n accordance with Franchisor’s Manuals) so that 1t 1s received by
Franchisor by electromic funds transfer or by check on or before the Wednesday following the end of
each Accounting Period, provided that such day 1s a business day A business day for the purpose of this
Agreement means any day other than Saturday, Sunday or the following nattonal hohdays New Year’s
Day, Martin Luther King Day, Presidents’ Day, Memorial Day, Independence Day, Labor Day,
Columbus Day, Veterans Day, Thanksgiving and Christmas If the date on which such payments would
otherwise be due 1s not a business day, then payment shall be due on the next business day

(a) Commencing on January | of the first full calendar year of the Initial
Term and throughout any renewal term of the Agreement, if Franchisee’s annual continuing royalty fee
during any calendar year of the Agreement 1s less than Thousand Dollars ($__,000), then the
difference between the total of the weekly continuing royalty fees paid by Franchisee at the end of the
calendar year and Thousand Dollars ($__,000) shall be payable, by Franchisee to Franchisor,
with the continuing royalty fee for the last Accounting Period in December

03} Each such royalty fee shall be preceded by a royalty report itemizing the Gross
Sales for the preceding Accounting Period (“Royalty Report™) and any other reports required hereunder
Notwithstanding the foregoing, Franchisee shall provide Franchisor with such Gross Sales information
on the Monday of each week following the Accounting Period (or next business day if the Monday 1s not
a business day) by modem or, if not reasonably avatilable, by facsimile transmission or such other method
of delivery as Franchisor may reasonably direct |

3) By executing this Agreement, Franchisee agrees that Franchisor shall have the
right to withdraw funds from Franchisee’s designated bank account each Accounting Period by electronic
funds transfer (“EFT”) in the amount of the royalty fee described above in the event the Royalty Fee 1s
not paid when due Provided such day 1s a business day (and if not a business day, on the next
succeeding business day), such withdrawals shall be drawn on the Wednesday of each week for the
amount of the royalty due with respect to Franchisee’s Gross Sales for the preceding Accounting Period,
as evidenced by the Royalty Report If Franchisee fails to report the Asian Chao Restaurant’s Gross
Sales, Franchisor may debit Franchisee’s account for one hundred twenty percent (120%) of the last
royalty fee that 1t debited If the royalty fee debited from Franchisee’s account 1s less than the royalty fee
Franchisee actually owes to Franchisor (once Franchisor has determined the Asian Chao Restaurant’s
true and correct Gross Sales), Franchisor will debit Franchisee’s account for the balance of the royalty
fee due on the day Franchisor specifies If the royalty fee debited from Franchisee’s account 1s greater
than the royalty fee actually owed, Franchisor will credit the excess against the amount Franchisor
otherwise would debit from Franchisee’s account during the following week Franchisee shall, upon
execution of this Agreement or at any time thereafter at Franchisor’s request, execute such documents or
forms as Franchisor determines are necessary for Franchisor to process EFTS from Franchisee’s
designated bank account for the payments due hereunder Should any EFT not be honored by
Franchisee’s bank for any reason, Franchisee agrees that 1t shall be responsible for that payment plus a
service charge applied by Franchisor and the bank, if any Franchisee further agrees that it shall at all
times throughout the term of this Agreement maintain a minimum balance of One Thousand Dollars
($1,000) 1n the Franchisee’s bank account agamst which such EFTS are to be drawn for the Asian Chao

Restaurant operated under this Agreement If royalty payments are not recerved when due, interest may
|
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|
be charged by Franchisor in accordance with Section IV B (4) below Upon written notice to Franchisee,
Franchisee may be required to pay such royalty fees directly to Franchisor in lieu of EFT, at Franchisor’s
sole discretion |

) Franchisee shall not be entitled to withhold payments due Franchisor under this
Agreement on grounds of alleged non-performance by Franchisor hereunder Any payment or report not
actually received by Franchisor on or before such date shall be deemed overdue Time 1s of the essence
with respect to all payments to be made by Franchisee to Franchisor All unpaid obligations under this
Agreement shall bear interest from the date due until paid at the lesser of (1) eighteen percent (18%) per
annum, or (1) the maximum rate allowed by applicable law Notwithstanding anything to the contrary
contamed herein, no provision of this Agreement shall require the payment or permit the collection of
interest 1n excess of the maximum rate allowed by applicable law If any excess of interest 1s provided
for herein, or shall be adjudicated to be so provided in this Agreement, the provisions of this paragraph
shall govern and prevail, and neither Franchisee nor its Principals shall be obligated to pay the excess
amount of such interest If for any reason interest in excess of the maximum rate allowed by applicable
law shall be deemed charged, required or permitted, any such excess shall be applied as a payment and
reduction of any other amounts which may be due and owing hereunder, and if no such amounts are due
and owing hereunder then such excess shall be repaid to the party that paid such interest

5) If the payments or reports required by Section IV B (2) are not received by
Franchisor as required by this Section, Franchisee shall pay to Franchisor, in addition to the overdue
amount, a fee of Fifty ($50) Dollars per day for each day that the royalty 1s unpaid or the report 1s not
recerved This fee 1s reasonably related to Franchisor’s costs resulting from the delay in payment and/or
receipt of any report, 1s not a penalty, and 1s in addition to any other remedy available to Franchisor
under this Agreement for Franchisee’s failure to pay royalties and/or submut reports 1n accordance with
the terms of this Agreement If for any reason the fee of Fifty Dollars ($50) 1s deemed to be interest
charged, required or permitted, in excess of the maximum rate allowed by applicable law, any such
excess shall be applied as a payment and reduction of any other amounts which may be due and owing
hereunder, and 1f no such amounts are due and owing hereunder, then such excess shall be repaid to the
party that paid such amount ‘
C For the purposes of determining the royalties to be paid hereunder, “Gross Sales” shall
mean the total selling price of all services and products and all income of every other kind and nature
related to the Asian Chao Restaurant, whether for cash or credit and regardless of collection in the case
of credit In the event of a cash shortage, the amount of Gross Sales shall be determined based on the
records of the electronic cash register system and any cash shortage shall not be considered in the
determination Gross Sales shall expressly exclude the following
l
)] Receipts from the operation of any products from vending machines located at
the Asian Chao Restaurant, except for any amount representing Franchisee’s share of such revenues,

2) Sums representing sales taxes collected directly from customers, based upon
present or future laws of federal, state or local governments, collected by Franchisee in the operation of
the Asian Chao Restaurant, and any other tax, excise or duty which 1s levied or assessed against
Franchisee by any federal, state, municipal or local authority based on sales of specific merchandise sold
at or from the Asian Chao Restaurant, provided that such taxes are actually transmitted to the
appropriate taxing authonity, '

l

3) Returns to shippers or manufacturers, and
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@) Proceeds from 1solated sales of trade fixtures not constituting any part of
Franchisee’s products and services offered for resale at the Asian Chao Restaurant nor having any
material effect upon the ongoing operation of the Asian Chao Restaurant required under this Agreement

Franchisor may, from time to time, authorize certain other items to be e>l(cluded from Gross
Sales Any such permission may be revoked or withdrawn at any time in wrniting by Franchisor in its
discretion In addition to the foregoing, the following are included within the definition of “Gross Sales”
described, except as noted below

) The full value of meals furnished to Franchisee’s employees as an ncident to
their employment, except that the value of any discounts extended to such employees may be credited
against Gross Sales during the Accounting Period in which the meals were furnished for the purpose of
determining the amount of Gross Sales upon which the royalty fee 1s due, and ]

2) All proceeds from the sale of coupons, gift certificates or vouchers, provided that
at the time such coupons, gift certificates or vouchers are redeemed the retail price thereof may be
credited against Gross Sales during the Accounting Period in which such coupon, gift certificate or
voucher 1s redeemed for the purpose of determining the amount of Gross Sales upon which the royalty
fee 1s due Franchisee shall be required to honor all coupons and gift certificates at its Asian Chao
Restaurant

D Franchisee shall pay such other fees or amounts described n this Agree'lment
ARTICLE V
FRANCHISOR’S OBLIGATIONS |
Franchisor agrees to provide the services described below with regard to the Asian Chao
Restaurant
|
n Franchisor’s written site selection guidelines and such site selectnon assistance as
Franchisor may deem advisable

2) Such on-site evaluation as Franchisor may deem necessary on its own Initiative or 1n
response to Franchisee’s reasonable request for site evaluation, provided, however, that Franchisor shall
not provide an on-site evaluation for any proposed site prior to the receipt of all required information and
materials concerning such site prepared pursuant to Section [l B Franchisor shall offer an optional site
Build-Out Program for Franchisee This Program will include consulting on the store layout, actual
blueprint design, and submuttal/bid requirements to all applicable governmental agencies and potential
contractors  Actual costs to architectural stamping fees, mechanical engineer fees, imported tile,
blueprint costs, bid costs, and other costs are charged as reimbursables expenses 1n excess of the base
fee The cost for the base Build-Out Program shall be Twenty-Five Thousand ($25,000) Dollars, payable
at the time Franchisee executes his sublease with the Franchisor or one of its affiliates Relmbursables
will be billed as they accrue and must be paid upon receipt net zero

3 On loan, a set of prototypical architectural and design plans and specifications for an

Asian Chao Restaurant Franchisee shall independently, and at Franchisee’s expense, have such
architectural and design plans and specifications adapted for construction of the Asian Chao Restaurant
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i accordance with Section Il This service will be included in the Build-Out Program if Franchisee
chooses to purchase same
l
4) On loan, one (1) set of the Confidential Operations Manuals and such other manuals and
written materials as Franchisor shall have developed for use in the Franchised Business (as the same may
be revised by Franchisor from time to time, the “Manuals™), as more fully described in Section X A

) Visits to the Asian Chao Restaurant and evaluations of the products sold and services
rendered therein from time to time as reasonably determined by Franchisor, as more fully described in
Section VI1 E (6)

{

6) Certain advertising and promotional materials and information developed by Franchisor
from time to time for use by Franchisee in marketing and conducting local advertising for the Asian
Chao Restaurant at a reasonable cost to Franchisee Franchisor shall have the right to review and
approve or disapprove all advertising and promotional materials that Franchisee proposes to use,
pursuant to Section VIII 1

O Advice and wntten materials concerning techniques of managing and operating the
Asian Chao Restaurant from time to time developed by Franchisor, including new developments and
improvements in Asian Chao Restaurant equipment and food products and the packaging and
preparation thereof ‘

8 From time to time and at Franchisor’s discretion, at a reasonable cost make available for
resale to Franchisee’s customers certain merchandise identifying the System in sufficient amounts to
meet customer demand Simtlarly, Franchisor may make available from time to time certatn Asian Chao
Restaurant equipment and decor 1tems at a reasonable cost |

) A list of approved suppliers as described in Section VIID from time to time as

Franchisor deems appropriate ‘,

(10)  An mmitial training program for Franchisee’s Operating Principal, General Manager and
other Asian Chao Restaurant personnel and other training programs in accordance with.the provisions of
Section VI E (1), (2) and (4)

|

(11)  On-site pre-opening and post-opening assistance at the Asian Chao Restaurant in
accordance with the provisions of Section VI E (3)

(12)  Establishment and admmnistration of an advertising fund and/or advertising cooperatives
and placement of a Yellow Pages trademark and other business listings at Franchisor’s discretion in
accordance with Section VIII

(13)  Franchisor may coordinate the holding of an annual convention to which each of its
franchisees 1n good standing will be invited Attendance at the convention will be mandatory Each
franchisee attending will be required to pay a registration fee to compensate Franchisor for the costs
incurred 1n connection with coordinating and holding the convention Franchisee shall be responsible for
all expenses of 1ts personnel attending the convention, including travel, meals and lodging

(14)  On loan (through Franchisor’s designee), and when 1t becomes available, ‘one (1) copy of
certain customized software database configurations which will be licensed to Franchisee by Franchisor,
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or its designee, pursuant to Section VIIL Franchisor shall also make available to Franchisee any
upgrades, enhancements or replacements to the software that are developed from time to time
Franchisor (or its designee) reserves the right to charge a reasonable fee for the upgrades and
enhancements

ARTICLE VI
FRANCHISEE’S AGREEMENTS, REPRESENTATIONS, WARRANTIES AND COVENANTS

A Each of Franchisee and the Controlling Principals covenants and agrees that it shall make
all commercially reasonable efforts to operate the Asian Chao Restaurant so as to achieve optimum
sales

B If Franchisee 1s a corporation or partnership, Franchisee and the Co‘ntrollmg Principals
represent, warrant and covenant that
l
(1) Franchisee ts duly organized and validly existing under the state law of its
formation,
2) Franchisee 1s duly qualified and ts authorized to do business in each jurisdiction
in which its business activities or the nature of the properties owned by 1t require such qualification,

3) Franchisee’s corporate charter or written partnership agreement shall at all times
provide that the activities of Franchisee are confined exclusively to the operation of the Asian Chao
Restaurant, unless otherwise consented to in writing by Franchisor, |

“4) The execution of this Agreement and the consummation of the transactions
contemplated hereby are within Franchisee’s corporate power, if Franchisee 1s a corporation, or 1f
Franchisee 1s a partnership, permitted under Franchisee’s written partnership agreement, and have been
duly authorized by Franchisee,

&) If Franchisee s a corporation, copies of Franchisee’s articles of incorporation,
bylaws, other governing documents, any amendments thereto, resolutions of the Board of Directors
authorizing entry mto and performance of this Agreement, and any certificates, buy-sell agreements or
other documents restricting the sale or transfer of stock of the corporation, and any other documents as
may be reasonably required by Franchisor shall be furnished to Franchisor prior to the execution of this
Agreement, or, If Franchisee 1s a partnership, copies of Franchisee’s written partnership agreement, other
governing documents and any amendments thereto shall be furnished to Franchisor prior'to the execution
of this Agreement, including evidence of consent or approval of the entry into and performance of this
Agreement by the requisite number or percentage of partners, 1f such approval or consent 1s required by
Franchisee’s written partnership agreement,

6) If Franchisee 1s a corporation, partnership or other form of legal entity other than
an individual, the ownership interests in Franchisee are accurately and completely described in
Attachment C Further, 1if Franchisee 1s a corporation, Franchisee shall maintain at all times a current list
of all owners of record and all beneficial owners of any class of voting securities in Franchisee or, 1f
Franchisee 1s a partnership or other form of legal entity, Franchisee shall maintan at all times a current
list of all owners of an interest 1n the partnership or entity Franchisee shall immediately provide a copy
of the updated hist of all owners to Franchisor upon the occurrence of any change of ownership and
otherwise make 1ts list of owners available to Franchisor upon request,
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N If Franchisee 1s a corporation, Franchisee shall maintain stop-transfer
instructions against the transfer on 1ts records of any of its equity securities and each stock certificate
representing stock of the corporation shall have conspicuously endorsed upon 1t a statement in a form
satisfactory to Franchisor that 1t 1s held subject to all restrictions imposed upon iassignments by this
Agreement, provided, however, that the requirements of this Section shall not apply to the transfer of
equity securities of a publicly held corporation (as defined in Section XX T)  If Franchisee 1s a
partnership, 1ts written partnership agreement shall provide that ownership ofi an interest in the
partnership 1s held subject to all restrictions imposed upon assignments by this Agreement,

(8) Franchisee and, at Franchisor's request, each of the Controlling Principals must
have provided Franchisor with the most recent financial statements of Franchisee and such Controlling
Principals Such financial statements present fairly the financial position of Franchisee and each of the
Controlling Principals, as applicable, at the dates indicated therein and with respect to Franchisee, the
results of i1ts operations and 1its cash flow for the years then ended Franchisee ‘agrees that 1t shall
maintain at all times, during the term of this Agreement, sufficient working capital to fulfill its
obligations under this Agreement Each of the financial statements mentioned above shall be certified as
true, complete and correct and shall have been prepared in conformity with generally accepted
accounting principles applicable to the respective periods involved and, except as expressly described in
the applicable notes, applied on a consistent basis No material Liabilities, adverse claims, commitments
or obligations of any nature exist as of the date of this Agreement, whether accrued, unhquidated,
absolute, contingent or otherwise, which are not reflected as liabilities on the financial statements of
Franchisee or the Controlling Principals, '

C)) If, after the execution of this Agreement, any person ceases to qualify as one of
Franchisee’s Principals (defined in Section XX T ) or 1f any individual succeeds to or otherwise comes to
occupy a position which would, upon designation by Franchisor, qualify him as one of Franchisee’s
Principals, Franchisee shall notify Franchisor within ten (10) days after any such change and, upon
designation of such person by Franchisor as one of Franchisee’s Principals or as a Controlling Principal,
as the case may be, such person shall execute such documents and instruments (including, as applicable,
this Agreement) as may be required by Franchisor to be executed by others in such positions,

(10)  Franchisee’s Principals (as defined in Section XX T) shall eachlx execute and bind
themselves to the confidentiality and non-competition covenants set forth in the Confidentality
Agreement and Ancillary Covenants Not to Compete which forms Attachment D to this Agreement (see
Sections X B(2) and X C(4)) The Controlling Principals shall, jointly and severally, guarantee
Franchisee’s performance of all of Franchisee’s obligations, covenants and agreements hereunder
pursuant to the terms and conditions of the guaranty contained herein, and shall otherwise bind
themselves to the terms of this Agreement as stated herein, and

(11)  Franchisee and the Controlling Principals acknowledge and agree that the
representations, warranties and covenants set forth above n Section VIB (1)-(10) are continuing
obhigations of Franchisee and the Controlling Principals, as applicable, and that any failure to comply
with such representations, warranties and covenants shall constitute a material event of default under this
Agreement Franchisee and the Controlling Principals will cooperate with Franchisor in any efforts made
by Franchisor to verify compliance with such representations, warranties and covenants

|
C Upon the execution of this Agreement, Franchisee shall designate and retamn an
individual to serve as the Operating Principal of the Restaurant (the “Operating Principal”) If
|
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Franchisee s an individual, Franchisee shall perform all obligations of the Operating Principal The
Operating Principal shall, during the entire period he serves as such, meet the follow‘mg qualifications

) The Operating Principal must, at his option, either serve as t]he General Manager
(as defined 1n Section VI D) or, subject to the approval of Franchisor, designate another individual to
serve as the General Manager which individual (the Operating Principal’s designee) shall also perform
the duties and obligations of Operating Principal described herein, provided that Operating Principal
shall take all necessary action to ensure that such designee conducts and fulfills all of Operating
Principal’s obligations in accordance with the terms of this Agreement and Operating Principal shall
remain fully responsible for such performance |

2) The Operating Princtpal must maintain a direct or indirect ownership interest n
Franchisee Except as may otherwise be provided n this Agreement, the Operating Principal’s interest in
Franchisee shall be and shall remain free of any pledge, mortgage, hypothecation, lien, charge,
encumbrance, voting agreement, proxy, security interest or purchase right or options |

3) Franchisee and the Operating Principal (or his designee, I1f applicable) shall
devote their full time and best efforts to the supervision and conduct of the Franchised Business
Operating Principal shall execute this Agreement as one of the Controlling Principals and shall be
individually, jointly and severally bound by all obligations of Franchisee, the Operating Principal and the
Controlling Principals hereunder

@ The Operating Principal (and any such designee) shall meet Franchisor’s
standards and criteria for such individual as set forth in the Manuals, as defined herein, or otherwise 1n
writing by Franchisor |

) If, during the term of this Agreement, the Operating Principal'or any designee 1s
not able to continue to serve 1n the capacity of Operating Principal or no longer qualifies to act as such in
accordance with this Section, Franchisee shall promptly notify Franchisor and designate a replacement
within thirty (30) days after the Operating Principal or such designee ceases to serve or be so qualified,
such replacement being subject to the same qualifications and restrictions listed above Franchisee shall
provide for interim management of the activities contemplated under this Agreement until such
replacement 1s so designated, such interim management to be conducted in accordance with this
Agreement Any failure to comply with the requirements of this Section VIC shall be deemed a
material event of default under this Agreement l

D Franchisee shall designate and retain at all times a general manager (“General Manager”)
to direct the operation and management of the Asian Chao Restaurant Franchisee shall designate its
General Manager concurrently with the execution of this Agreement The General Manager shall be
responsible for the daily operation of the Asian Chao Restaurant The General Manager may be one of
the Controlling Principals The General Manager shall, during the entire period he serves as General
Manager, meet the following qualifications

ey The General Manager shall satisfy Franchisor’s restaurant business experience
criteria as set forth in the Manuals, as defined herein, or otherwise in writing by Franchisor,
|
|
2) The General Manager shall devote full time and best efforts to| the supervision
and management of the Asian Chao Restaurant,
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3) The General Manager shall be an individual reasonably acccleptable to Franchisor,
and

4 The General Manager shall satisfy the training requirements set forth in Section
VIF If, during the term of this Agreement, the General Manager 1s not able to continue to serve in such
capacity or no longer qualifies to act as such in accordance with this Section, Franchisee shall promptly
notify Franchisor and designate a replacement withtn thirty (30) days after the General Manager ceases to
serve, such replacement being subject to the same qualifications listed above (including completing all
training and obtamming all certifications required by Franchisor) Franchisee shall, provide for interim
management of the Asian Chao Restaurant until such replacement 1s so designated, such interim
management to be conducted 1n accordance with the terms of this Agreement Any failure to comply
with the requirements of this Section VI D shall be deemed a material event of default under Section
XVII A (3)(p) hereof If Franchisee fails to have a replacement General Manager satisfactorily complete
Franchisor’s training or certified as meeting such requirements, 1n lieu of termination, Franchisor may
charge Franchisee an additional support fee until such General Manger s properly trained or certified in
accordance with Franchisor’s requirements  Such support fee shall be in the amount of Fifty Dollars
($50) per week, and shall be withdrawn from Franchisee’s designated bank account in accordance with
Section IV B (3) at the same time Franchisor withdraws the royalty fee due

E Franchisee agrees that 1t 1s necessary to the continued operation of the System and the
Asian Chao Restaurant that Franchisee’s Operating Principal and General Manager receive such training
as Franchisor may require, and accordingly agrees as follows |
) No later than thirty (30) days prior to the date the Asian Chao Restaurant
commences operations, Franchisee’s Operating Principal and General Manager' shall attend and
complete, to Franchisor’s satisfaction, Franchisor’s initial tramming program Training of such persons
shall be conducted by Franchisor or its designee at a Franchisor-operated Asian Chao Restaurant or such
other location designated by Franchisor, 1f the Asian Chao Restaurant s the first Asian Chao Restaurant
developed by Franchisee Franchisor shall provide instructors and training matenals for the imtial
training of the Operating Principal and General Manager at no additional charge to Franchisee, provided
that Franchisor shall have the right to charge a reasonable fee for such training of any additional
managers or Asian Chao Restaurant personnel Notwithstanding the above, upon the request of
Franchisor and at all times subject to the approval of Franchisor, Franchisee shall, at its expense, conduct
the imitial traming program and other training programs prescribed by Franchisor for any mitial General
Manager or other Asian Chao Restaurant personnel for any Asian Chao Restaurant subsequently
developed by Franchisee and for any replacement or successor Operating Principal, General Manager and
any other Asian Chao Restaurant personnel of Franchisee at any of Franchisee’s Asian Chao
Restaurants In such case, Franchisee may be required to have any person trained by Franchisee receive
Franchisor’s training certification  Franchisee shall pay Franchisor’s then-current certification fee in
connection with obtaining traming certification for any Asian Chao Restaurant personnel and any
expenses Franchisor incurs in connection with providing such certification l

Franchisor shall determine, 1n its sole discretion, whether the Operating Principal and
General Manager have satisfactorily completed initial traiming If the mitial training program 1s not
satisfactorily completed by the Operating Principal or General Manager, or if Franchisor, n its
reasonable business judgment based upon the performance of the Operating Principal or General
Manager, determines that the training program cannot be satisfactorily completed by any such person,
Franchisee shall designate a replacement to satisfactorily complete such training ‘Any Operating
Principal or General Manager subsequently designated by Franchisee shall also receive and complete

|
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such mitial traming Franchisor reserves the right to charge a reasonable fee for any initial training
provided by Franchisor to any imitial General Manager or any other Asian Chao Restaurant personnel for
any Asian Chao Restaurant subsequently developed by Franchisee and otherwise for any initial training
provided to a replacement or successor General Manager, 1f Franchisee s not approved by Franchisor to
provide such training Franchisee shall be responsible for any and all expenses incurred by Franchisee or
Franchisee’s Operating Principal, General Manager and other Asian Chao Restaurant personnel n
connection with any tmitial training program, including, without hmitation, costs of travel, lodging, meals
and wages |

2) Franchisee’s Operating Principal, General Manager and such other Asian Chao
Restaurant personnel as Franchisor shall designate shall attend such additional training programs and
seminars as Franchisor may offer from time to time, 1f Franchisor requires such attendance For all such
programs and semnars, Franchisor will provide the instructors and training materials However,
Franchisor reserves the right to impose a reasonable fee for such additional training programs and
seminars that are not mandatory Franchisee shall be responsible for any and all expenses incurred by
Franchisee or 1ts Operating Principal, General Manager and other Asian Chao Rest?urant personnel 1n
connection with such additional training, including, without limitation, costs of travel, lodging, meals,
and wages |

3) In connection with the opening of the Asian Chao Restaurant, Franchisor shall
provide Franchisee with opening assistance by a trained representative of Franchisor The tramner will
provide on-site pre-opening and opening training, supervision, and assistance to Franchisee for a period
of time ranging from two (2) to three (3) days With respect to the opening assistance described above
and any such assistance provided to a replacement Asian Chao Restaurant established by Franchisee
pursuant to Sections [ B and C hereof or any development agreement between Franchisor and Franchisee,
Franchisee shall pay to Franchisor the per diem fee then being charged to franchisees generally for
opening assistance, including payment of any expenses incurred by such trainer(s), such as costs of
travel, lodging, meals and wages, provided, that if the Asian Chao Restaurant 1s the first Asian Chao
Restaurant developed by Franchisee, Franchisee shall not be required to pay such per diem fee The per
diem fee shall be payable by Franchisee for any such assistance provided to a replacement Astan Chao
Restaurant pursuant to Section I B hereof

()] Upon the reasonable request of Franchisee or as Franchisor shall deem
appropniate, Franchisor shall, during the term hereof and subject to the availability of personnel, provide
Franchisee with additional trained representatives who shall provide on-site remedial training and
assistance to Franchisee’s Asian Chao Restaurant personnel For additional tramning and assistance
requested by Franchisee, Franchisee shall pay the per diem fee then being charged to franchisees under
the System for the services of such trained representatives, plus their costs of travel, lodging, meals, and
wages The per diem fee will not be charged if such assistance s provided based on Franchisor’s
determination that such training and assistance 1s necessary, however, Franchisor reserves the right to
charge for 1ts reasonable expenses incurred in connection with such training and assistance

F Franchisee and the Controlling Principals understand that compliance b;/ all franchisees
and developers operating under the System with Franchisor’s training, development and operational
requirements 1s an essential and material element of the System and that Franchisor and franchisees and
developers operating under the System consequently expend substantial time, effort and expense n
traiming management personnel for the development and operation of their respective Asian Chao
Restaurants  Accordingly, Franchisee and the Controlling Principals agree that if Franchisee or any
Controlling Principal shall, during the term of this Agreement, designate as General Manager or employ

t
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in a managenial position any individual who 1s at the time or was within the preceding ninety (90) days
employed 1n a managenal or supervisory position by Franchisor or any of its affiliates, including, but not
limited to, individuals employed to work in Asian Chao Restaurants operated by Franchisor or any
affiliate or by any other franchisee or developer, then such former employer of such individual shall be
entitled to be compensated for the reasonable costs and expenses, of whatever nature or kind, incurred by
such employer in connection with the training of such employee The parties hereto agree that such
expenditures may be uncertain and difficult to ascertain and therefore agree that the compensation
specified herein reasonably represents such expenditures and 1s not a penalty An'amount equal to the
compensation of such employee for the six (6) month period (or such shorter itime, if applicable)
immediately prior to the termination of his employment with such former employer shall be paid by
Franchisee prior to such individual assuming the position of General Manager or other managerial
position, unless otherwise agreed with the former employer In seeking any individual to serve as
General Manager or 1n such other managerial position, Franchisee and the Controlling Principals shall
not discriminate 1n any manner whatsoever to whom the provisions of this Section apply, on the basis of
the compensation required to be paid hereunder, 1f Franchisee or any Controlling Principal designates or
employs such individual The parties hereto expressly acknowledge and agree that no current or former
employee of Franchisor, its affihates, Franchisee, or of any other entity operating under the System shall
be a third party beneficiary of this Agreement or any provision hereof Notwithstanding the above, solely
for purposes of bringing an action to collect payments due under this Section, such former employer shall
be a third party beneficiary of this Section VIF  Franchisor hereby expressly disclaims any
representations and warranties regarding the performance of any employee or former employee of
Franchisor, its affiliates or any franchisee or developer under the System who 1s designated as
Franchisee’s General Manager or employed by Franchisee or any of the Controlling Principals in any
capacity, and Franchisor shall not be lhable for any losses, of whatever nature or kind, incurred by
Franchisee or any Controlling Principal in connection therewith :

G Franchisee shall comply with all requirements of federal, state and local laws, rules,
regulations, and orders |

H Franchisee shall comply with all other requirements and perform such other obligations
as provided hereunder

ARTICLE VII
FRANCHISE OPERATIONS

A Franchisee understands the importance of maintaining uniformity among all of the Asian
Chao Restaurants and the importance of complying with all of Franchisor’s standards and specifications
relating to the operation of the Asian Chao Restaurant ’

B Franchisee shall maintain the Asian Chao Restaurant in a high degree of sanitation,
repair and condition, and in connection therewith shall make such additions, alterations, repairs and
replacements thereto (but no others without Franchisor’s prior written consent) as may be required for
that purpose, including, without limitation, such periodic repainting or replacement of obsolete signs,
furnishings, equipment (including, but not limited to, electronic cash register or computer hardware and
software systems), and decor as Franchisor may reasonably direct Franchisee shall also obtain, at
Franchisee’s cost and expense, any new or additional equipment (including electronic 'cash register or
computer hardware and software systems), fixtures, supplies and other products and materials which may
be reasonably required by Franchisor for Franchisee to offer and sell new menu items from the Asian
Chao Restaurant or to provide the Asian Chao Restaurant services by alternative means,lsuch as through

|
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carry-out Except as may be expressly provided in the Manuals, no alterations or improvements or
changes of any kind n design, equipment, signs, interior or exterior decor items, fixtures or furnishings
shall be made n or about the Asian Chao Restaurant or its premises without the prior written approval of
Franchisor

C To assure the continued success of the Asian Chao Restaurant, Franchisee shall, upon
the request of Franchisor, make other improvements to modernize the Asian Chao Restaurant premises,
equipment (including electronic cash register or computer hardware and software systems), signs, interior
and exterior decor items, fixtures, furnishings, supphes and other products and materials required for the
operation of the Asian Chao Restaurant to Franchisor’s then-current standards and specifications
Notwithstanding the above, Franchisee agrees that it will make such capital improvements or
modifications described n this Section VII C 1f so requested by Franchisor on or before the fifth (5th)
anniversary of the Opening Date, or at such other time during the term of this Agreement that a majority
of the Asian Chao Restaurants then operated by Franchisor or its affiliates have made or are utilizing
best efforts to make such improvements or modifications

D Franchisee shall comply with all of Franchisor’s standards and specifications relating to
the purchase of all food and beverage items, ingredients, supplies, matenals, fixtures, furnishings,
equipment (including electronic cash register and computer hardware and software systems) and other
products used or offered for sale at the Asian Chao Restaurant Except as providedin Sections VII F ,
VIIG and VII L with respect to certain materials bearing the Marks, proprietary products and software
configurations licensed by Franchisor, Franchisee shall obtain such items from Franchisor, its affiliates
or from suppliers (including manufacturers, distributors and other sources) who continue to demonstrate
the ability to meet Franchisor’s then-current standards and specifications for food and beverage items,
ingredients, supplies, materials, fixtures, furnishings, equipment and other items used or offered for sale
at Asian Chao Restaurants, who possess adequate quality controls and capacity to supply Franchisee’s
needs promptly and reliably, who have been approved in writing by Franchisor prior to any purchases by
Franchisee from any such supplier, and who have not thereafter been disapproved by Franchisor If
Franchisee desires to purchase, lease or use any products or other items from an unapproved suppler,
Franchisee shall submit to Franchisor a written request for such approval, or shall request the supplier
itself to do so  Franchisee shall not purchase or lease from any supplier until and unless such supplier
has been approved in wnting by Franchisor Franchisor shall have the right to require that 1ts
representatives be permitted to inspect the supplier’s facilities, and that samples from the supplier be
delivered either to Franchisor or to an independent laboratory designated by Franchisor for testing A
charge, not to exceed the reasonable cost of the inspection and the actual cost of the test, shall be paid by
Franchisee or the supplier Franchisor reserves the right, at its option, to re-inspect from time to time the
facilities and products of any such approved supplier and to revoke its approval upon the supplier’s
fatlure to continue to meet any of Franchisor’s then-current criteria Nothing i the foregoing shall be
construed to require Franchisor to approve any particular supplier In the event that any volume
discounts, rebates, allowances, or other similar discounts are received by the Franchisor from any
manufacturer or other supplier designated by the Franchisor on account of purchases made by the
Franchisor for its account or for the account of the Franchisee, or by the Franchisee directly for his/her
own account, the Franchisor shall have the option of remitting same to the Fund or retain the full amount
of the said volume discounts, rebates, allowances, or other similar discounts for its own account

|

E To ensure that the highest degree of quality and service 1s maintained, Franchisee shall
operate the Astan Chao Restaurant 1n strict conformity with such methods, standards and specifications
of Franchisor set forth in the Manuals and as may from time to time otherwise be prescribed in writing
In particular, Franchisee also agrees |
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N To sell or offer for sale all menu items, products and services required by
Franchisor and in the method, manner and style of distribution prescribed by Franchisor, including, but
not limited to, dining-1n, carry-out services, only as expressly authorized by Franchisor in writing 1n the
Manuals or otherwise Franchisee agrees to comply with the terms of any such distribution program and
in connection therewith to execute such documents or instruments that Franchisor may deem necessary to
such program l
2) To sell and offer for sale only the menu items, products and services that have
been expressly approved for sale in writing by Franchisor, and to purchase same from suppliers
designated by the Franchisor, to refrain from deviating from Franchisor’s standards and specifications
without Franchisor’s prior written consent, and to discontinue selling and offering for sale any menu
items, products or services which Franchisor may, i its sole discretion, disapprove 1in writing at any
time

3) To maintain n sufficient supply and to use and sell at all tllnes only such food
and beverage items, ingredients, products, materials, supplies and paper goods that conform to
Franchisor’s standards and specifications, to prepare all menu items in accordance with Franchisor’s
recipes and procedures for preparation contained in the Manuals or other written directives, including,
but not limited to, the prescribed measurements of ingredients, and to refran from deviating from
Franchisor’s standards and specifications by the use or offer of non-conforming items or differing
amounts of any items without Franchisor’s prior written consent

4) To permit Franchisor or 1ts agents, during normal business hours, to remove a
reasonable number of samples of food or non-food items from Franchisee’s mventory or from the Asian
Chao Restaurant, without payment therefor, in amounts reasonably necessary for testing by Franchisor or
an wndependent laboratory to determine whether such samples meet Franchisor’s then-current standards
and specifications In addition to any other remedies it may have under this Agreement, Franchisor may
require Franchisee to bear the cost of such testing if the supplier of the item has not previously been
approved by Franchisor or if the sample fails to conform with Franchisor’s specifications

) To purchase or lease and install, at Franchisee’s expense, all fixtures,
furnishings, equipment (including electronic cash register and computer hardware and s|oftware systems),
decor 1tems, signs, and related items as Franchisor may reasonably direct from time to time i the
Manuals or otherwise tn writing, and to refrain from nstalling or permitting to be installed on or about
the Asian Chao Restaurant premises, without Franchisor’s prior written consent, any fixtures,
furnishings, equipment, decor items, signs, games, vending machines or other items not previously
approved as meeting Franchisor’s standards and specifications If any of the property described above 1s
leased by Franchisee from a third party, such lease shall be approved by Franchisor, in writing, prior to
execution Franchisor’s approval shall be conditioned upon such lease containing a provision which
permuts any interest of Franchisee in the lease to be assigned to Franchisor upon the termination or
expiration of this Agreement and which prohibits the lessor from imposing an assignment or related fee
upon Franchisor in connection with such assignment !

6) To grant Franchisor and its agents the right to enter upon tLe Asian Chao
Restaurant premises at any time for the purpose of conducting inspections, to cooperate with
Franchisor’s representatives n such nspections by rendering such assistance as they may reasonably
request, and, upon notice from Franchisor or its agents and without limiting Franchisor’s other rights
under this Agreement, to take such steps as may be necessary to correct immediately any deficiencies
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detected during any such mspection Should Franchisee, for any reason, fail to correct such deficiencies
within a reasonable time as determined by Franchisor, Franchisor shall have thé night and authority
(without, however, any obligation to do so) to correct such deficiencies and charge Franchisee a
reasonable fee for Franchisor’s expenses 1n so acting, payable by Franchisee immediately upon demand
|

) To maintain a competent, conscientious, trained staff and to take such steps as
are necessary to ensure that its employees preserve good customer relations and corhply with such dress
code as Franchisor may prescribe

) To install and maintain equipment and a telecommunication line m accordance
with Franchisor’s specifications to permit Franchisor to access and retrieve by telecommunication any
information stored on electronic cash registers (or other computer hardware and software) Franchisee 1s
required to utilize at the Asian Chao Restaurant premises as specified in the Manuals, thereby permitting
Franchisor to inspect and monitor electronically information concerning Franchisee’s Asian Chao
Restaurant, Gross Sales and such other information as may be contained or stored in such equipment and
software  Franchisee shall obtain and maintain Internet access or other means of electronic
communication, as specified by Franchisor from time to time, including daily polling of Franchisee’s
Gross Sales volume It shall be a material default under this Agreement if Franchisee fails to maintain
such equipment, lines and communication methods 1n operation and accessible to Franchisor at all times
throughout the term of this Agreement Franchisor shall have access as provided herem at such times and
in such manner as Franchisor shall from time to time specify

t

F Franchisee acknowledges and agrees that Franchisor has and may continue to develop for
use 1n the System certain products which are prepared from confidential proprietary recipes and which
are trade secrets of Franchisor and other proprietary products bearing the Franchisor’s Marks Because
of the importance of quality and uniformity of production and the significance of such products in the
System, 1t 1s to the mutual benefit of the parties that Franchisor closely controls the production and
distribution of such products Accordingly, Franchisee agrees that if such products become a part of the
System, Franchisee shall use only Franchisor’s secret recipe and proprietary products and shall purchase
solely from Franchisor or from a source designated by Franchisor all of Franchisee’s requirements for
such products  Franchisee further agrees to purchase from Franchisor for resale to Franchisee’s
customers certain merchandise identifying the System as Franchisor shall require, such as promotional
products, in amounts sufficient to satisfy Franchisee’s customer demand !

f

G Franchisee shall require all advertising and promotional materials, signs, decorations,
paper goods (including menus and all forms and stationery used 1n the Franchised Business), and other
items which may be designated by Franchisor to bear the Marks in the form, color, location and manner
prescribed by Franchisor |

H Franchisee shall process and handle all consumer complaints connected with or relating
to the Asian Chao Restaurant, and shall promptly notify Franchisor by telephone and in writing of all of
the following complaints (1) food related illnesses, (11) safety or health violations, (1) claims exceeding
One Hundred Dollars ($100), and (1v) any other material claims against or losses suffereld by Franchisee
Franchisee shall maintain for Franchisor’s inspection any nspection reports affecting the Asian Chao
Restaurant or equipment located in the Astan Chao Restaurant during the term of this Agreement and for
thirty (30) days after the expiration or earlier termination hereof |

[ Upon the execution of this Agreement or at anytime thereafter, Franchisee shall, at the
option of Franchisor, execute such forms and documents as Franchisor deems necessary to appoint

\
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Franchisor 1ts true and lawful attorney-in-fact with full power and authority for the sole purpose of
assigning to Franchisor upon the termination or expiration of this Agreement, as required under Section
XVHIO (1) all nights to the telephone numbers of the Asian Chao Restaurant and any related and other
business listings, and (11) Internet listings, domain names, Internet Accounts, advertlsmg on the Internet
or World Wide Web, websites, listings with search engines, e-mail addresses or any other similar listing
or usages related to the Franchised Business Franchisee agrees that 1t has no authority to and shall not
establish any website or listing on the Internet or World Wide Web without the express written consent
of Franchisor

J Upon execution of this Agreement or at any time thereafter, Franchisee shall, at the
option of Franchisor, execute such forms and documents as Franchisor deems necessary to appoint
Franchisor its true and lawful attorney-in-fact with full power and authority for the sole purpose of
obtaining any and all returns and reports filed by Franchisee with any state or federal Faxmg authority

K Franchisee shall, at Franchisor’s option, enter into a Software License Agreement with
Franchisor in the form attached as Attachment E for the license of certain proprietary software
configurations that Franchisor (or its designee) will provide for the operation of the Asian Chao
Restaurant |

L At Franchisor’s option, Franchisee shall enter into the form of Sublease Agreement that
1s attached hereto as Attachment F, if and when Franchisee subleases the Restaurant from the Franchisor
or from an affiliate of the Franchisor \

M Franchisee shall sell or otherwise issue gift cards or certificates (together “Gift Cards™)
that have been prepared utilizing the standard form of Gift Card provided or designated by Franchisor,
and only in the manner specified by Franchisor in the Operating Manual or otherwise in writing
Franchisee shall fully honor all Gift Cards that are in the form provided or approved by Franchisor
regardless of whether a Gift Card was 1ssued by Franchisee or another Asian Chao Restaurant
Franchisee shall sell, 1ssue, and redeem (without any offset against any Royalty Fees) Gift Cards n
accordance with procedures and policies specified by Franchisor in the Operating Manual or otherwise in
writing, including those relating to procedures by which Franchisee shall request reimbursement for Gift
Cards 1ssued by other Asian Chao Restaurants and for making timely payment to Franchisor, other
operators of Asian Chao Restaurants, or a third-party service provider for Gift Cards 1ssued from the
Restaurant that are honored by Franchisor or other Asian Chao Restaurant operators

N Franchisee and its owners agree to comply, and to assist Franchisor to'the fullest extent
possible 1n its efforts to comply, with Anti-Terrorism Laws (defined below) In connection with that
comphance, Franchisee and 1ts owners certify, represent, and warrant that none of Franchisee’s property
or interests 1s subject to being blocked under, and that Franchisee and its owners otherwise are not in
violation of, any of the Anti-Terrorism Laws “Anti-Terrorism Laws” mean Executive Order 13224
1ssued by the President of the Umited States, the USA PATRIOT Act, and all other present and future
federal, state, and local laws, ordinances, regulations, policies, lists, and other requirements of any
governmental authority addressing or in any way relating to terrorist acts and acts of war Any violation
of the Anti-Terrorism Laws by Franchisee or its owners, or any blocking of Franchisee’s or 1its owners’
assets under the Anti-Terrorism Laws, shall constitute good cause for immediate termination of this
Agreement
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ARTICLE VIII
ADVERTISING AND RELATED FEES

Recognizing the value of advertising and the importance of the standardization of advertising
programs to the furtherance of the goodwill and public image of the System, the parties agree as follows

A Franchisor may from time to time develop and admmister advertising and sales
promotion programs designed to promote and enhance the collective success of all Asian Chao
Restaurants operating under the System Franchisee shall participate 1n all such ddvertising and sales
promotion programs in accordance with the terms and conditions established by Franchisor for each
program In all aspects of these programs, including, without limitation, the type, quantity, timing,
placement and choice of media, market areas and advertising agencies, the standards and specifications
established by Franchisor shall be final and binding upon Franchisee

|

B In addition to the ongoing advertising contributions set forth herein‘and, subject to any
allocation of Franchisee’s expenditures for local advertising to the Cooperative, as described m Section
VHI D, or Fund, as described in Section VIII C, Franchisee shall spend, annually throughout the term of
this Agreement, not less than one percent (1%) of the Gross Sales of the Asian Chao Restaurant on
advertising for the Asian Chao Restaurant n its Area of Primary Responsibility (“Local Advertising”)
This may be 1n the form of in-store promotions or give-a-ways, or the marketing contributions required
pursuant to Franchisee’s sublease Franchisee shall submit to Franchisor annually an advertising
expenditure report accurately reflecting such expenditures for the preceding period on or before the first
(1st) day of February following the end of each calendar year, provided that such day 1s a business day
If that day is not a business day, then such report shall be due on the next business day In addition to the
restrictions set forth below, costs and expenditures incurred by Franchisee in connection with any of the

following shall not be included in Franchisee’s expenditures on Local Advertising for purposes of this
Section, unless approved 1n advance by Franchisor in writing

1) Incentive programs for employees or agents of Franchisee, including the cost of
honoring any coupons distributed in connection with such programs, '

2) Research expenditures,

!

“4) Salaries and expenses of any employees of Franchisee, including salaries or
expenses for attendance at advertising meetings or activities,

3) Food costs incurred 1n any promotion,

[

(5) Charitable, political or other contributions or donations, |
(6) In-store materials consisting of fixtures or equipment, and
|
@) Seminar and educational costs and expenses of employees of Franchisee
C Franchisor reserves the right to establish and administer an advertising fund for the

purpose of advertising the System on a regional or national basis (the “Fund”) Franchisee agrees to
contribute one percent (1%) of the Gross Sales of the Asian Chao Restaurant for each week to the Fund,
such fee to be paid to Franchisor by EFT on or before the Wednesday following each Accounting Period,
provided that such day 1s a business day If that date 1s not a business day, then payment shall be due on
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the next business day During the term of this Agreement, Franchisor may, in 1ts sole discretion, review
and modify the amount of the continuing advertising fee up to three percent (3%) of the Gross Sales of
the Asian Chao Restaurant for each week and may require Franchisee to allocate to the Fund all or any
portion of Franchisee’s required contributions to a Cooperative, as described i Section VIID, or
expenditures for Local Advertising, as described in Section VIII B  Franchisor shall not, however,
increase the amount of the Fund contribution more than one percent (1%) per year, until the maximum of
three percent (3%) In reviewing and modifying the advertising fee, Franchisor shall consider the level of
advertising expenditures by Asian Chao Restaurants operated by Franchisor or 1ts affiliates and by
competitors of the System, media costs, available marketing resources, population changes, changes 1n
market conditions, the degree of market penetration of the System, and such other factors as Franchisor
deems relevant to the operation of the Fund Franchisee shall be provided with thirty (30) days’ prior
written notice of any such change in the advertising fee Each such Fund contribution shall be
accompanied by an advertising report itemizing the Gross Sales for the preceding 'Accounting Period
Notwithstanding the foregoing, Franchisee shall provide Franchisor with such information on the
Monday of each week following the Accounting Period (or next business day if tl'}e Monday i1s not a
business day) by modem or, If not reasonably available, by facsimile transmission, or such other method
specified by Franchisor

Franchisee agrees that the Fund shall be maintained and admimstered by Franchisor or its
designee as follows '
l

) Franchisor shall direct all advertising programs and shall have sole discretion to

approve or disapprove the creative concepts, materials and media used in such programs and the

placement and allocation thereof Franchisee agrees and acknowledges that the Find 1s intended to

maximize general public recognition and acceptance of the Marks and enhance the collective success of

all Asian Chao Restaurants operating under the System Franchisor shall, with respect to Asian Chao

Restaurants operated by Franchisor or any affiliate, contribute to the Fund generally on the same basis as

Franchisee In administering the Fund, Franchisor and its designees undertake no obligation to make

expenditures for Franchisee which are equivalent or proportionate to Franchisee’s contribution or to

ensure that any particular franchisee benefits directly or pro rata from the placement of advertising

2) Franchisee agrees that the Fund may be used to satisfy any and all costs of
maintaining, administering, directing and preparing advertising (including, without limitation, the cost of
preparing and conducting television, radio, magazine and newspaper advertising campaigns, direct mail
and outdoor billboard advertising, public relations activities, employing advertising agencies to assist
therein, and costs of Franchisor’s personnel and other departmental costs for advertising that 1s internally
administered or prepared by Franchisor) All sums paid by Franchisee to the Fund shall be maintained 1n
a separate account by Franchisor and may be used to defray any of Franchisor’s general operating
expenses, if any, as Franchisor may incur in activities reasonably related to the administration or
direction of the Fund and advertising programs for franchisees and the System The Fund and 1its
earnings shall not otherwise nure to the benefit of Franchisor The Fund 1s operated solely as a conduit
for collecting and expending the advertising fees as outlined above

3) A statement of the operations of the Fund shall be prepared annually by
Franchisor and shall be made available to Franchisee upon request '

4 Although the Fund 1s intended to be of perpetual duration, Franchisor may

terminate the Fund The Fund shall not be terminated, however, until all monies in the Fund have been
expended for advertising or promotional purposes or returned to contributing Franchised Businesses or
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those operated by Franchisor or any affiliate, without interest, on the basis, of their respective
contributions

D Franchisee agrees that Franchisor shall have the right, but not the duty, in its sole
discretion, to designate any geographic area in which two (2) or more Asian Chao Restaurants are
located as a region for purposes of establishing an advertising cooperative (“Cooperative”™) The
members of the Cooperative for any area shall, at a mmimum, consist of all Asian Chao Restaurants
Each Cooperative shall be organized and governed in a form and manner, and shall commence operation
on a date, determined in advance by Franchisor in its sole discretton Each Cooperative shall be
organized for the exclusive purposes of administering advertising programs and developing, subject to
Franchisor’s approval pursuant to Section VIIIH, promotional matenals for use by the members n
Local Advertising [f at the time of the execution of this Agreement a Cooperative has been estabhished
for a geographic area that encompasses the Asian Chao Restaurant, or if any such Cooperative 1s
established during the term of this Agreement, Franchisee shall execute such documents as are required
by Franchisor immediately upon the request of Franchisor and shall become a member of the Cooperative
pursuant to the terms of those documents Franchisee shall participate in the Cooperative as follows

1) Subject to any allocation of Franchisee’s contribution to a 'Cooperative to the
Fund as described in Section VIII C, Franchisee shall contribute to the Cooperative such amounts
required by the documents governing the Cooperative, provided, however, Franchisee will not be
required to contribute more than one percent (1%) of Franchisee’s Gross Sales during each Accounting
Period to the Cooperative unless, subject to Franchisor’s approval, the members of the Cooperative agree
to the payment of a larger fee Notwithstanding the above, the payment of any such Cooperative fee shall
be applied toward satisfaction of the Franchisee’s Local Advertising requirement set forth in Section
VIII B

2) Franchisee shall submit to the Cooperative and to Franchlsqr such statements
and reports as may be required by Franchisor or by the Cooperative All contributions to the Cooperative
shall be maintained and administered in accordance with the documents governing the Cooperative The
Cooperative shall be operated solely as a conduit for the collection and expenditure of the Cooperative
fees for the purposes outlined above, and |

3) No advertising or promotional plans or materials may be used by the Cooperative
or furnished to 1ts members without the prior approval of Franchisor All such plans and materials shall
be submitted to Franchisor in accordance with the procedure set forth in Section VIII G

|
E Regardless of whether Franchisor establishes a Fund under Section VIII C applicable to
the Asian Chao Restaurant, or a Cooperative 1s established under Section VIII D applicable to the Asian
Chao Restaurant, the total required advertising contributions or payments by Franchisee under this
Section VIII (1) to such a Fund, (11) to such a Cooperative, and (111) for Local Advertising shall not exceed
three percent (3%) of Franchisee’s Gross Sales
|
F Franchisee shall also pay 1ts pro rata share of the cost of a Yellow Pages trademark or
other business listings to be placed by Franchisor on behalf of all Asian Chao Restaurants in the
Franchisee’s Asian Chao Restaurant’s local market area If Franchisee operates the only Asian Chao
Restaurant under the System n the local market area, Franchisee shall be responsible for full payment of
any Yellow Pages trademark advertising or other business listing, unless Franchisor determines, in its
sole discretion, that placement of a Yellow Pages trademark listing or other business listings for such
local market area 1s not economically justified Any amount paid by Franchisee for such Yellow Pages
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trademark or other business listings may not be applied by Franchisee toward satisfaction of 1ts Local
Advertising requirement |
f
G All advertising and promotion by Franchisee in any medium shall be conducted n a
professional manner and shall conform to the standards and requirements of Franchisor as set forth in the
Manuals or otherwise Franchisee shall obtain Franchisor’s approval of all advertising and promotional
plans and materials prior to use if such plans and materials have not been prepared by Franchisor or
previously approved by Franchisor during the twelve (12) months prior to their proposed use Franchisee
shall submit such unapproved plans and matenals to Franchisor, and Franchisor shall approve or
disapprove such plans and matenals within fifteen (15) business days of Franchisor’s receipt thereof
Franchisee shall not use such unapproved plans or materials until they have been approved by Franchisor,
and shall promptly discontinue use of any advertising or promotional plans or materials, whether or not
previously approved, upon notice from Franchisor Franchisee shall not advertise or use the Franchisor’s
Marks 1n any fashion on the Internet, World Wide Web or via other means of advemsmg through
telecommunication without the express written consent of Franchisor |
H With respect to the offer and sale of all menu and beverage items, Franchisor may from
time to time offer guidance with respect to the selling price for such goods, products and services
Except with respect to maximum prices set forth below, Franchisee ts 1n no way bound to adhere to any
such recommended or suggested price Franchisee shall have the right to sell its products and provide
services at any price that Franchisee may determine, except that Franchisor reserves the right to establish
maximum prices for any given product or service nationwide or within an advertising market (as
determined by Franchisor) Franchisee shall not exceed any maximum price established by Franchisor,
but at all times remains free to charge any price below the maximum established by Franchisor
Franchisee shall execute any instruments or other writings required by Franchisor to facilitate the
provision of such products and services If Franchisee elects to sell any or all its products or
merchandise at any price recommended by Franchisor, Franchisee acknowledges that Franchisor has
made no guarantee or warranty that offering such products or merchandise at the recommended price will
enhance Franchisee’s sales or profits
t
ARTICLE IX i
MARKS t
A Franchisor grants Franchisee the right to use the Marks during the term of this

Agreement 1n accordance with the System and related standards and specifications \

|

B Franchisee expressly understands and acknowledges that

) As between Franchisor and Franchisee, Franchisor 1s the owner of all right, title
and nterest 1n and to the Marks and the goodwill associated with and symbolized by them

2) Neither Franchisee nor any Controlling Principal shall take any action that would
prejudice or interfere with the validity of Franchisor’s rights with respect to the Marks Nothing 1n this
Agreement shall give the Franchisee any right, title, or interest in or to any of the Marks or any of
Franchisor’s service marks, trademarks, trade names, trade dress, logos, copyrights or proprietary
materials, except the right to use the Marks and the System 1n accordance with the terms and conditions
of this Agreement for the operation of the Asian Chao Restaurant and only at or from its accepted
location or 1n approved advertising related to the Asian Chao Restaurant
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3) Franchisee understands and agrees that any and all goodwill ansing from
Franchisee’s use of the Marks and the System shall inure solely and exclusively to Franchisor’s benefit,
and upon expiration or termination of this Agreement and the license herein granted, no monetary
amount shall be assigned as attributable to any goodwill associated with Franchxsee’sI use of the Marks

4 Franchisee shall not contest the validity of or Franchisor’s or any affiliate’s
interest 1n the Marks or assist others to contest the validity of or Franchisor’s or any affiliate’s nterest in
the Marks |

) Franchisee acknowledges that any unauthorized use of the Marks shall constitute
an infringement of Franchisor’s rnights in the Marks and a material event of default hereunder Franchisee
agrees that 1t shall provide Franchisor with all assignments, affidavits, documents information and
assistance Franchisor reasonably requests to fully vest in Franchisor all such rights, title and interest in
and to the Marks, including all such items as are reasonably requested by Franchisor to register, mamtamn
and enforce such rights in the Marks '

!

(6) Franchisor reserves the right to substitute different Marks for use tn 1dentifying
the System and the Asian Chao Restaurant if Franchisor’s current Marks no longer can be used, or 1f
Franchisor, 1n 1its sole discretion, determines that substitution of different marks will be beneficial to the
System In such event, Franchisor may require Franchisee, at Franchisee’s expense, to discontinue or
modify Franchisee’s use of any of the Marks or to use one or more additional or substitute marks

C With respect to Franchisee s franchised use of the Marks pursuant to this Agreement,
Franchisee further agrees that |
(N Unless otherwise authorized or required by Franchisor, Franchisee shall operate
and advertise the Asian Chao Restaurant only under the name “Asian Chao” 'or “Asian Chao
Restaurant” without prefix or suffix Franchisee shall not use the Marks as part of its corporate or other
legal name, and shall obtain the Franchisor’s approval of such corporate or other legal name prior to
filing 1t with the applicable state authority

2) During the term of this Agreement and any renewal hereof,l Franchisee shall
identify itself as the owner of the Asian Chao Restaurant in conjunction with any use of the Marks,
including, but not limited to, uses on invoices, order forms, receipts and contracts, as well as the display
of a notice 1n such content and form and at such conspicuous locations on the premises of the Asian
Chao Restaurant as Franchisor may designate in writing

|

3) Franchisee shall not use the Marks to icur any obligation or indebtedness on

behalf of Franchisor

4) Franchisee shall comply with Franchisor’s instructions 1n filing and maintaining
the requisite trade name or fictitious name registrations, and shall execute any documents deemed
necessary by Franchisor or 1ts counsel to obtain protection of the Marks or to maintain therr continued
validity and enforceability

D Franchisee shall notify Franchisor immediately by telephone and thereafter in wniting of
any apparent infringement of or challenge to Franchisee’s use of any Mark, or any claim by any person of
any rights 1n any Mark, and Franchisee and the Controlling Principals shall not communicate with any
person other than Franchisor or any designated affiliate thereof, their counsel and Franchisee’s counsel in
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connection with any such infringement, challenge or claim Franchisor shall have complete discretion to
take such action as 1t deems appropriate 1n connection with the foregoing, and the right to control
exclusively, or to delegate control to any of its affiliates of, any settlement, litigation or Patent and
Trademark Office or other proceeding arising out of any such alleged infringement, challenge or claim or
otherwise relating to any Mark Franchisee agrees to execute any and all instruments and documents,
render such assistance, and do such acts or things as may, in the option of Franchisor, reasonably be
necessary or advisable to protect and maintain the interests of Franchisor or any affiliate in any litigation
or other proceeding or to otherwise protect and maintain the interests of Franchisor or any other
interested party in the Marks Franchisor will indemnify Franchisee against and reimburse Franchisee for
all damages for which Franchisee 1s held lable in any proceeding arising out of Franchisee’s use of any
of the Marks (including settlement amounts), provided that the conduct of Franchisee and the Controlling
Principals with respect to such proceeding and use of the Marks 1s 1n full compliance with the terms of
this Agreement |
|
E The night and license of the Marks granted hereunder to Franchisee 1s non-exclusive and
Franchisor and 1ts affihates thus have and retan the following rnights, among others, subject only to the
limitations of Section 1 |

(1) To grant other licenses for use of the Marks, in addition to those licenses already
granted to existing franchisees,

2) To develop and establish other systems using the Marks or other names or marks
and to grant licenses thereto without providing any rights to Franchisee, and '

3) To engage, directly or indirectly, through its employees, representatives,
licensees, assigns, agents and others, at wholesale, retail or otherwise, in (1) the production, distribution,
license and sale of products and services, and (1) the use 1n connection with such production, distribution
and sale of the Marks and any and all trademarks, trade names, service marks, logos, insignia, slogans,
emblems, symbols, designs and other identifying characteristics as may be developed or used from time
to time by Franchisor |

F Website The Franchisee shall not maintain a World Wide Website or otherwise
maintain a presence or advertise on the Internet or any other public computer network 1n connection with
the Facihty without Franchisor’s prior written approval, which Franchisor may wnthhold for any reason
or no reason Franchisee agrees to submit to Franchisor for approval before use, 'true and correct
printouts of all Website pages Franchisee proposes to use in his/her Website 1n connection with the
Facility Franchisee understands and agrees that Franchisor’s right of approval of all such Web materials
1s necessitated by the fact that such Web materials will include and be extricably linked with
Franchisor’s Proprietary Marks Franchisee may only use material which Franchisor has approved
Franchisee’s Website shall conform to all of Franchisor’s Website requirements, whether set forth in the
Confidential Operattons Manual or otherwise Franchisee agrees to provide all hyperlinks or other links
that Franchisor requires If Franchisor grants approval for a Website, Franchisee may not use any of the
Proprietary Marks at the site except as Franchisor expressly permits Franchisee may not post any of
Franchisor’s proprietary, confidential or copyrighted material or information on his/her Website without
Franchisor’s prior wnitten consent If Franchisee wishes to modify the approved site, all proposed
modtfications must also recerve Franchisor’s prior written approval Franchisee explicitly understands
that he/she may not post on his/her Website any material which any third party has any direct or wndirect
ownership nterest in (including, without hmutation, video clips, photographs, sound bltes copyrighted
text, trademarks or service marks, or any other text or image which any third party may claim intellectual
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property ownership interests in) Franchisee agrees to list on his’her Website any Website maintained by
Franchisor, and any other information Franchisor requires in the manner Franchisor,dictates  Franchisee
agrees to obtain Franchisor’s prior written approval for any internet domain name and/or home page
address The requirement for Franchisor’s prior written approval set forth in this Section will apply to all
activities on the Internet or other communications network to be conducted by Franchisee, except that
Franchisee may maintain one or more E-mail addresses and may conduct individual E-mail
communication without Franchisor’s prior approval as provided above 1If he/she proposes to send
advertising to multiple addresses via E-mail

ARTICLE X
CONFIDENTIALITY AND NON-COMPETITION COVENANTS

A ) To protect the reputation and goodwill of Franchisor and to maintain high
standards of operation under Franchisor’s Marks, Franchisee shall conduct its business 1n accordance
with the Manuals, other written directives which Franchisor may 1ssue to Franchisee from time to time,
whether or not such directives are included in the Manuals, and any other manuals and materials created
or approved for use in the operation of the Franchised Business

|

2) Franchisee and the Controlling Principals shall at all times treat the Manuals,
any written directives of Franchisor and any other manuals and matenials, and the information contained
therein, as confidential and shall mamntain such information as trade secret and confidential 1n accordance
with this Section X Franchisee and the Controlling Principals shall divulge and make such materials
available only to such of Franchisee’s employees as must have access to 1t in order to,operate the Asian
Chao Restaurant Franchisee and the Controlling Principals shall not at any time copy, duplicate, record
or otherwise reproduce these materials, in whole or 1n part, or otherwise make the same available to any
person other than those authorized above |

3) The Manuals, written directives, other manuals and matenals and any other
confidential communications provided or approved by Franchisor shall at all times remain the sole
property of Franchisor, shall at all times be kept in a secure place on the Asian Chao Restaurant
premises, and shall be returned to Franchisor immediately upon request or upon termination or expiration
of this Agreement

“4) The Manuals, any written directives, and any other manuals and materials 1ssued
by Franchisor and any modifications to such materials shall supplement this Agreement, and shall be
deemed to be a part of this Agreement

&) Franchisor may from time to time revise the contents of the Manuals and the
contents of any other manuals and matenals created or approved for use in the operation of the
Franchised Business Franchisee shall remove and return to Franchisor all pages of the Manual that have

been replaced or updated by Franchisor Franchisee expressly agrees to comply with each new or
changed standard ‘

(6) Franchisee shall at all times ensure that the Manuals are kept current and up to
date In the event of any dispute as to the contents of the Manuals, the terms of the master copy of the
Manuals maintained by Franchisor at Franchisor’s corporate office shall control

@) Franchisor will charge a replacement fee of Five Hundred Dollars ($500) for any

replacement Manual requested by Franchisee
|
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B 1) Neither Franchisee nor any Controlling Principal shall, during the term of this
Agreement or thereafter, communicate, divulge or use for the benefit of any oither person, persons,
partnership, association or corporation and, following the expiration or termination of this Agreement,
they shall not use for their own benefit any confidential information, knowledge or know-how concerning
the methods of operation of the Franchised Business which may be communicated, to them or of which
they may be apprized in connection with the operation of the Asian Chao Restaurant under the terms of
this Agreement Franchisee and the Controlling Principals shall divulge such confidential information
only to such of Franchisee’s employees as must have access to 1t in order to operate the Asian Chao
Restaurant Any and all information, knowledge, know-how, techniques and any matenals used 1n or
related to the System which Franchisor provides to Franchisee in connection with this Agreement shall
be deemed confidential for purposes of this Agreement Neither Franchisee nor the Controlling
Principals shall at any time, without Franchisor’s prior written consent, copy, duplicate, record or
otherwise reproduce such matenals or information, 1n whole or n part, nor otherwise make the same
available to any unauthorized person The covenant in this Section shall survive the expiration,
termimation or transfer of this Agreement or any interest herein and shall be perpetually binding upon
Franchisee and each of the Controlling Principals

2 Franchisee shall require and obtain the execution of covenants similar to those
set forth in Section X B (1) from 1ts General Manager and all other personnel of Franchisee who have
received or will have access to confidential information Such covenants shall be substantially in the
form set forth in Attachment D  All of Franchisee’s Principals not required to sign thls Agreement as a
Controlling Principal also must execute such covenants

3) If Franchisee or the Controlling Principals develop any new concept, process,
product, recipe, or improvement 1n the operation or promotion of the Asian Chao Restaurant, Franchisee
1s required to promptly notify Franchisor and provide Franchisor with all necessary related information,
without compensation Franchisee and the Controlling Principals acknowledge that any such concept,
process, product, recipe, or improvement will become the property of Franchisor, and Franchisor may use
or disclose such information to other franchisees or developers as 1t determines to be appropriate

C ) Franchisee and the Controlling Principals specifically acknowledge that,
pursuant to this Agreement, Franchisee and the Controlling Principals will receive valuable training,
trade secrets and confidential information, ncluding, without hmitation, information regarding the
operational, sales, promotional and marketing methods and techniques of Franchisor and the System,
which are beyond the present skills and experience of Franchisee and the Controlling Principals and
Franchisee’s managers and employees Franchisee and the Controlling Principals acknowledge that such
specialized training, trade secrets and confidential information provide a competitive advantage and will
be valuable to them in the development and operation of the Asian Chao Restaurant, and that gaining
access to such specialized tratning, trade secrets and confidential information 1s, therefore, a primary
reason why they are entering into this Agreement In consideration for such specialized training, trade
secrets, confidential information and rights, Franchisee and the Controlling Principals covenant that with
respect to Franchisee, during the term of this Agreement (or with respect to each of the Controlling
Principals, during the term of this Agreement, for so long as such individual or entity satisfies the
defimtion of “Controlling Principals™ as descrtbed in Section XX T of this Agreement), except as
otherwise approved in wniting by Franchisor, neither Franchisee nor any of the Contrlolhng Principals
shall, either directly or indirectly, for themselves or through, on behalf of or in conjunction with any
person(s), partnership or corporation
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(a) Duvert, or attempt to divert, any business or customer of the Franchised
Business to any competitor, by direct or indirect inducement or otherwise, or do or perform, directly or
indirectly, any other act injurious or prejudicial to the goodwill associated with the Marks and the
System

(b Own, maintain, operate, engage in, or have any financial or beneficial
interest 1n (including any interest in corporations, partnerships, trusts, unincorporated associations or
jomnt ventures), advise, assist or mahe loans to any business located within the United States, its
territories or commonwealths, or any other country, province, state or geographic area in which
Franchisor has used, sought registration of or registered the same or similar Marks or, operates or licenses
others to operate a business under the same or similar Marks, which business 1s of a character and
concept similar to the Asian Chao Restaurant, including a restaurant which offers and sells oriental food
items, excluding ownership in any of Franchisor’s other food concepts

) With respect to Franchisee, and for a continuous uninterrupted period
commencing upon the expiration, termination, or transfer of all of Franchisee’s interest in this Agreement
(or, with respect to each of the Controlling Principals, commencing upon the earlier of (1) the
exptration, termination, or transfer of all of Franchisee’s interest in this Agreement or (11) the time such
individual or entity ceases to satisfy the defimtion of “Controlling Principals” as described in Section
XX T of this Agreement) and continuing for two (2) years thereafter, except as otherwise approved n
writing by Franchisor, neither Franchisee nor any of the Controlling Principals' shall, directly or
indirectly, for themselves, or through, on behalf of or in conjunction with any person, persons,
partnership, or corporation

|
(a) Divert, or attempt to divert, any business or customer of the Franchised
Business hereunder to any competitor, by direct or indirect inducement or otherwise, or do or perform,
directly or indirectly, any other act injurious or prejudicial to the goodwill associated with the Marks and
the System |

)] Employ, or seek to employ, any person who 1s at that time or was within
the preceding ninety (90) days employed by Franchisor, any of its affiliates or by any other franchisee or
developer of Franchisor, or otherwise directly or indirectly induce such person to leave that person’s
employment, except as may be permitted under any existing development agreement or franchise
agreement between Franchisor and Franchisee |

(c) Own, maintain, operate, engage n, or have any financial or beneficial
interest in (including any interest 1n corporations, partnerships, trusts, unincorporated associations or
Jomt ventures), advise, assist or make loans to any business that 1s of a character and concept similar to
the Asian Chao Restaurant, including a restaurant which offers and sells Asian cuisine of any
type(except for ownership in any of Franchisor’s other food concepts), which business s, or 1s intended
to be, located within the Assigned Area or within a fifty (50)-mile raduws of the location of any Asian
Chao Restaurant or food service facility in existence or under construction at any given time during such
period «

3) The parties acknowledge and agree that each of the covenants contained herein
are reasonable limitations as to time, geographical area, and scope of activity to be restrained and do not
impose a greater restraint than 1s necessary to protect the goodwill or other business interests of
Franchisor The parties agree that each of the covenants herein shall be construed as independent of any
other covenant or provision of this Agreement If all or any portion of a covenant n this Section 1s held

|
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unreasonable or unenforceable by a court or agency having vahd jurisdiction 1 an unappealed final
decision to which Franchisor 1s a party, Franchisee and the Controlling Principals expressly agree to be
bound by any lesser covenant subsumed within the terms of such covenant that imposes the maximum
duty permitted by law, as if the resulting covenant were separately stated in and made a part of this
Section (

(a) Franchisee and the Controlling Principals understand and acknowledge
that Franchisor shall have the right, in its sole discretion, to reduce the scope of any covenant set forth in
this Section X C 1n this Agreement, or any portion thereof, without their consent, effective immediately
upon notice to Franchisee, and Franchisee and the Controlling Principals agree that they shall comply
forthwith with any covenant as so modified, which shall be fully enforceable, notwithstanding the
provisions of Section XX B hereof

|

(b) Franchisee and the Controlling Principals expressly agree that the
existence of any claims they may have against Franchisor, whether or not arising from this Agreement,
shall not constitute a defense to the enforcement by Franchisor of the covenants 1n this Section

l

(<) Section X C (1)(b) and (2)(c) shall not apply to ownership of less than a

five percent (5%) beneficial interest in the outstanding equity securities of any publicly held corporation
l

4) Franchisee shall require and obtain execution of covenants similar to those set
forth in this Section X C (including covenants applicable upon the termination of a person’s employment
with Franchisee) from 1ts General Manager and all other personnel of Franchisee who have recetved or
will have access to training from Franchisor Such covenants shall be substantially in the form set forth
in Attachment D All of Franchisee’s Principals not required to sign this Agreement as a Controlling
Principal also must execute such covenants Notwithstanding the foregoing, Franchisor reserves the
right, 1n 1ts sole discretion, to decrease the period of time or geographic scope of the non-competition
covenant set forth in Attachment D or eliminate such non-competition covenant altogether for any party
that 1s required to execute such agreement under this Section X C(4)

D Franchisee and the Controlling Principals acknowledge that any failure to comply with
the requirements of this Section shall constitute a material event of default under Section XVII hereof
Franchisee and the Controlling Principals acknowledge that a violation of the terms of this Section would
result 1n irreparable injury to Franchisor for which no adequate remedy at law may be available, and
Franchisee and the Controlling Principals accordingly consent to the issuance of an injunction
prohibiting any conduct by Franchisee or the Controlling Principals in violation of the terms of this
Section Franchisee and the Controlling Principals agree to pay all court costs and reasonable attorneys’
fees incurred by Franchisor in connection with the enforcement of this Section, including payment of all
costs and expenses for obtaining specific performance of, or an injunction against violation of, the
requirements of such Section |

ARTICLE XI
BOOKS AND RECORDS

A Franchisee shall maintain during the term of this Agreement, and shall preserve for at
least five (5) years from the dates of their preparation, full, complete and accurate books, records and
accounts, including, but not limited to, sales ships, coupons, purchase orders, payroll records, check stubs,
bank statements, sales tax records and returns, cash receipts and disbursements, journals and ledgers,
records of EFT transactions, and backup or archived records of information maintained on any computer
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system 1n accordance with generally accepted accounting principles and in the form and manner
prescribed by Franchisor from time to time 1n the Manual or otherwise in writing

B In addition to the remittance reports required by Sections [V and VIII hereof, Franchisee
shall comply with the following reporting obligations |

(N Franchisee shall, at Franchisee’s expense, submit to Franchisor, in the form
prescribed by Franchisor, profit and loss statement for each of the thirteen (13) four (4) week accounting
periods designated by Franchisor (the “Statement Period™) (which may be unaudited) for Franchisee
within fifteen (15) days after the end of each Statement Period during the term hereof Each such
statement shall be signed by Franchisee’s treasurer or chief financial officer or| comparable officer
attesting that it 1s true, complete and correct,

(2) Franchisee shall, at its expense, provide to Franchisor a complete annual
financial statement (which may be unaudited) for Franchisee, prepared by an independent certified public
accountant satisfactory to Franchisor, within ninety (90) days after the end of each fiscal year of
Franchisee during the term hereof, showing the results of operations of Franchisee during such fiscal
year, Franchisor reserves the right to require the financial statements described above|to be audited by an
independent certified public accountant satisfactory to Franchisor at Franchisee’s cost and expense 1f an
mspection discloses an understatement of more than two percent (2%) 1n any report, pursuant to Section
XIC, and

|

3) Franchisee shall also submit to Franchisor, for review or auditing, such other
forms, reports, records, information and data as Franchisor may reasonably demgnate,i in the form and at
the ttmes and places reasonably required by Franchisor, upon request and as specified from time to time
In writing

C Franchisor or 1ts designees shall have the right, during normal business hours to review,
audit, examne and copy any or all of the books and records of Franchisee as Franchisor may require, in
its sole and absolute discretion, at the Asian Chao Restaurant Franchisee shall mal$e such books and
records available to Franchisor or its designees immediately upon request If any required royalty
payments to Franchisor are delinquent, or if an inspection should reveal that such payments have been
understated 1n any report to Franchisor, then Franchisee shall immediately pay to Franchisor the amount
overdue or understated upon demand with interest determined in accordance with the provisions of
Section IV B (4) If an inspection discloses an understatement in any report of more than two percent
(2%), Franchisee shall, in addition, reimburse Franchisor for all costs and expenses connected with the
mspection (including, without limitation, reasonable accounting and attorneys’ fees) These remedies
shall be in addition to any other remedies Franchisor may have at law or in equity 1

D Franchisee understands and agrees that the receipt or acceptance by Franchisor of any of
the statements furnished or royalties paid to Franchisor (or the cashing of any royalty checks or
processing of any electronic funds transfers) shall not preclude Franchisor from questioning the
correctness thereof at any time and, wn the event that any inconsistencies or mistakes are discovered in
such statements or payments, they shall immediately be rectified by the Franchisee and the appropnate
payment shall be made by the Franchisee

E Franchisee hereby authorizes (and agrees to execute any other documents deemed
necessary to effect such authorization) all banks, financial institutions, businesses, suppliers,
manufacturers, contractors, vendors and other persons or entities with which Franchisee does business to
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disclose to Franchisor any requested financial information in their possession relating to Franchisee or
the Asian Chao Restaurant Franchisee authorizes Franchisor to disclose data from; Franchisee’s reports,
if Franchisor determines, n 1ts sole discretion, that such disclosure 1s necessary or advisable, which
disclosure may include disclosure to prospective or existing franchisees or other thll‘? parties

F Notwithstanding any forms and documents which may have been executed by Franchisee
under Section VIIJ, Franchisee hereby appoints Franchisor its true and lawful attorney-in-fact with full
power and authority for the sole purpose of obtaining any and all returns and reports filed by Franchisee
with any state and/or federal taxing authority This power of attorney shall survive the expiration or
termination of this Agreement

ARTICLE XII |
INSURANCE

A ) Franchisee shall procure, upon execution of this Agreement and shall maintain
in full force and effect at all times during the term of this Agreement at Franchisee’s expense, an
insurance policy or policies protecting Franchisee and Franchisor and 1ts affiliates, successors and
assigns, their respective partners and the officers, directors, shareholders,' partners, agents,
representatives, independent contractors and employees of each of them against an)l/ demand or claim
with respect to personal injury, death or property damage, or any loss, Liability or expense whatsoever
arising or occurring upon or in connection with the Asian Chao Restaurant |

(2) Such policy or policies shall be written by a responsible ‘camer or carriers
reasonably acceptable to Franchisor and shall include, at a minimum (except as additional coverage and
higher policy limits may reasonably be specified by Franchisor from time to time), in accordance with
standards and specifications set forth in writing, the following

(a) Comprehensive General Liability Insurance, including broad form
contractual hability, broad form property damage, personal injury, advertising injury, completed
operattons, hiquor hability, products hability and fire damage coverage, in the amount of Two Million
Dollars ($2,000,000) combined single limit  Franchisee 1s required to carry umbrella coverage 1n excess
of Two Million Dollars ($2,000,000) per franchised location

(b) “All Risks” coverage for the full cost of replacement of the Asian Chao
Restaurant premises and all other property in which Franchisor may have an interest with no coinsurance
clause for the premises

(c) Crnime insurance for employee dishonesty in the amount of Ten
Thousand Dollars ($10,000) combined single limit :

(d) Business Interruption nsurance n a sufficient amount to cover profit
margins, maintenance of competent and desirable personnel and fixed expenses for a period of at least
ninety (90) days

(e) Worker’s compensation insurance in amounts provndedI by applicable
law or, if permissible under applicable law, a legally appropriate alternative providing substantially
similar compensation for injured workers satisfactory to Franchisor, provided that Franchisee
(1) maintains an excess indemnity or “umbrella” policy covering employer’s llablllty and/or a
medical/disability policy covering medical expenses for on-the-job accidents, which policy or policies
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shall contain such coverage amounts as Franchisee and Franchisor shall mutulally agree upon and
(1) conducts and maintains a risk management and safety program for 1ts employees as the Franchisee
and Franchisor shall mutually agree 1s appropriate  Such policies shall also include a waiver of
subrogation 1n favor of Franchisor and its affiliates their respective partners, and the officers, directors,
shareholders, partners, agents, representatives, independent contractors, servants and employees of each
of them ‘

) Such other mnsurance as may be required by the state or locality in which
the Asian Chao Restaurant 1s located and operated or pursuant to Franchisee’s suble'flse

(g) Franchisee may, with the prior written consent of Franchisor, elect to
have reasonable deductibles in connection with the coverage required under Sections XII A(2)(a)-(f)
hereof Such policies shall also include a waiver of subrogation 1n favor of Franchisor, its affihates and
partners and the respective officers, directors, shareholders, partners, agents, representatives, independent
contractors, servants and employees of each of them '

3) In connection with any construction, renovation, refurbishment or remodeling of
the Asian Chao Restaurant, Franchisee shall maintain Builder’s Risks/installation insurance 1n forms and
amounts, and written by a carrier or carriers, reasonably satisfactory to Franchisor |

|

4 Franchisee’s obligation to obtain and maintain the foregoing policy or policies in
the amounts specified shall not be limited 1n any way by reason of any insurance which may be
maintained by Franchisor, nor shall Franchisee’s performance of that obligation rellleve it of hability
under the indemnity provisions set forth in Section XV of this Agreement

t

) All public habihity and property damage policies shall contain a provision that
Franchisor and 1ts affiliates their respective partners, and the officers, directors, shareholders, partners,
agents, representatives, independent contractors, servants and employees of each of them, although
named as insureds, shall nevertheless be entitled to recover under such polictes on any loss occasioned to
Franchisor or 1ts servants, agents or employees by reason of the negligence of Franchisee or its servants,
agents or employees

(6) Upon execution of this Agreement, and thereafter in accordance with Section IV
hereof and thirty (30) days prior to the expiration of any such policy, Franchisee shall dehiver to
Franchisor Certificates of Insurance evidencing the existence and continuation of proper coverage with
limits not less than those required hereunder In addition, if requested by Franchisor, Franchisee shall
deliver to Franchisor a copy of the insurance policy or policies required hereunder All nsurance
policies required hereunder, with the exception of workers’ compensation, shall name Franchisor and 1ts
affiliates, theiwr respective partners, and the officers, directors, shareholders, 1partners, agents,
representatives, independent contractors, servants and employees of each of them as additional insureds,
and shall expressly provide that any interest of same therein shall not be affected by any breach by
Franchisee of any policy provisions Further, all insurance policies required hereunder shall expressly

provide that no less than thirty (30) days’ prior written notice shall be given to Franchisor in the event of
a material alteration to or cancellation of the policies

N Should Franchisee, for any reason, fail to procure or maintain the insurance
required by this Agreement, as such requirements may be revised from time to time by Franchisor in
writing, Franchisor shall have the right and authority (without, however, any obligation to do so)
immediately to procure such insurance and to charge same to Franchisee, which charges, together with a
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reasonable fee for Franchisor’s expenses 1n so acting, shall be payable by Franchisee immediately upon
notice The foregoing remedtes shall be tn addition to any other remedies Franchisor may have at law or
n equity i

ARTICLE XIII
DEBTS AND TAXES

A Franchisee shall promptly pay when due all Taxes (as defined belmﬁv) levied or assessed
and all accounts and other indebtedness of every kind incurred by Franchisee ' the conduct of the
Franchised Business under this Agreement Without limiting the provisions of Section XV, Franchisee
shall be solely hable for the payment of all Taxes and shall indemnify Franchisor for the full amount of
all such Taxes and for any liability (including penalties, interest and expenses) arising from or
concerning the payment of Taxes, whether Taxes were correctly or legally asserted or not Franchisee
shall submit a copy of all tax filings sent to federal, state and local tax authorities to Franchisor within
ten (10) business days after such filing has been made with the appropriate taxing authority, and all
cancelled checks or bank statements evidencing such payments |

B Each payment to be made to Franchisor hereunder shall be made free and clear and
without deduction for any Taxes The term “Taxes” means any present or future taxes (including, but not
limited to sales tax), levies, imposts, duties or other charges of whatever nature, including any interest or
penalties thereon, imposed by any government or political subdivision of such government on or relating
to the operation of the Franchised Business, the payment of monies, or the exercise of nights granted
pursuant to this Agreement, except Taxes imposed on or measured by Franchisor’s net Income

C In the event of any bona fide dispute as to Franchisee’s hability for taxes assessed or
other indebtedness, Franchisee may contest the validity or the amount of the tax or indebtedness in
accordance with the procedures of the taxing authority or applicable law However, 1n no event shall
Franchisee permit a tax sale or seizure by levy of execution or similar writ or warrant or attachment by a
creditor to occur against the premises of the Franchised Business or any improvements thereon

D Franchisee shall comply with all federal, state and local laws, rules a1|1d regulations and
shall timely obtain any and all permits, certificates or licenses necessary for the full and proper conduct
of the Franchised Busmess, including, without limitation, licenses to do business, fictittous name
registrations, sales tax permuts, fire clearances, health permuts, certificates of occupancy and any permuts,
certificates or licenses required by any environmental law, rule or regulation |

E Franchisee shall notify Franchisor in writing within five (5) days of the commencement
of any action, suit or proceeding and of the 1ssuance of any order, writ, injunction, award or decree of
any court, agency or other governmental instrumentahity which may adversely affect the operation or
financial condition of the Franchised Business

|
ARTICLE X1V
TRANSFER OF INTEREST

A Franchisor shall have the right to transfer or assign this Agreement and ‘all or any part of
its rights or obligations herein to any person or legal entity Specifically, and without limitation to the
foregoing, Franchisee agrees that Franchisor may sell its assets, and may sell or license the Marks or the
System to a third party, may offer its securities privately or publicly, may merge, acquire other
corporations or be acquired by another corporation, may undertake a refinancing, recapitalization,
leveraged buyout or other economic or financial restructuring, and with regard to any or,all of the above
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sales, assignments and dispositions, Franchisee expressly and specifically waives any claims, demands,
or damages against Franchisor arising from or related to the transfer of the Marks (or any variation
thereof) or the System from Franchisor to any other party, such recourse being against the other party and
not the Franchisor Nothing contained in this Agreement shall require Franchisor to offer any services or

products, whether or not bearing the Marks, to Franchisee 1f Franchisor assigns its rights in this
Agreement ‘

B N Franchisee understands and acknowledges that the rnights and duties set forth in
this Agreement are personal to Franchisee, and that Franchisor has granted nights under this Agreement
in reliance on the business skill, financial capacity and personal character of Franchisee and the
Controlling Principals Accordingly, neither Franchisee nor any Controlling Principal, nor any successor
or assign of Franchisee or any Controlling Principal, shall sell, assign, transfer, convey, give away,
pledge, mortgage or otherwise encumber any direct or indirect interest in this Agreement, 1n the Asian
Chao Restaurant or in Franchisee without the prior written consent of Franchisor Any purported
assignment or transfer, by operation of law or otherwise, made in violation of this Agreement shall be
null and void and shall constitute a material event of default under this Agreement |

2 If Franchisee wishes to transfer all or part of its interest lln the Asian Chao
Restaurant or this Agreement, or 1f Franchisee or a Controlling Principal wishes to transfer any
ownership interest in Franchisee, transferor and the proposed transferee shall apply to Franchisor for its
consent  Franchisor shall not unreasonably withhold its consent to a transfer of any interest in
Franchisee, 1n the Asian Chao Restaurant or in this Agreement Franchisor may, in'its sole discretion,
require any or all of the following as conditions of 1ts approval

(a) All of the accrued monetary obligations of Franch;see or any of its
affihiates and all other outstanding obligations to Franchisor or any of its affiliates arising under this
Agreement or any other agreement shall have been satisfied 1n a timely manner and Franchisee shall have
satisfied all trade accounts and other debts, of whatever nature or kind, 1n a timely manner,

(b) Franchisee and 1ts affiliates shall not be 1n default of any provision of
this Agreement, any amendment hereof or successor hereto, or any other agreement between Franchisee
or any of 1ts affiliates and Franchisor or any of 1ts affiliates, and Franchisee shall have substantially and
timely complied with all the terms and conditions of such agreements during the terms thereof,

|

(©) The transferor and its principals (if applicable) shall have executed a
general release, in a form satisfactory to Franchisor, of any and all claims agamnst Franchisor, its
affiliates, thewr respective partners and the officers, directors, shareholders, partners, agents,
representatives, independent contractors, servants and employees of each of them, in their corporate and
individual capacities, including, without limitation, claims arising under this Agreement and federal, state
and local laws, rules and regulations,

|

(d) The transferee shall demonstrate to Franchisor’s satisfaction that
transferee meets the criteria considered by Franchisor when reviewing a prospective franchisee’s
application for a hicense, including, but not hmited to, Franchisor’s educational, managerial and business
standards, transferee’s good moral character, business reputation and credit rating, transferee’s aptitude
and abihity to conduct the business franchised herein (as may be evidenced by prior related business
experience or otherwise), transferee’s financial resources and capital for operation of the business, and
the geographic proximity and number of other Asian Chao Restaurants owned or operated by transferee,

I

!
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(e) The transferee shall enter into a written agreement,‘m a form satisfactory
to Franchisor, assuming full, unconditional, joint and several liability for, and agreeing to perform from
the date of the transfer, all obligations, covenants and agreements contained in this Agreement, and, if
transferee 1s a corporation or a partnership, transferee’s shareholders, partners o‘lr other investors, as
applicable, shall execute such agreement as transferee’s principals and guarantee the performance of all
such obligations, covenants and agreements,

(3 The transferee shall execute, for a term ending on the expiration date of
this Agreement and with such renewal terms as may be provided by this Agreement, the standard form of
franchise agreement then being offered to new System franchisees and other ancillary agreements as
Franchisor may require for the Asian Chao Restaurant, which agreements shall supersede this
Agreement and 1its ancillary documents 1n all respects and the terms of which agreements may differ from
the terms of this Agreement, including, without limitation, a higher percentage royalty fee, advertising
contribution or expenditure requirement, provided, however, that the transferee shall not be required to
pay any mitial franchise fee, and, 1f transferee 1s a corporation or a partnership, transferee’s shareholders,
partners or other investors, as applicable, shall execute such agreement as transferee’s principals and
guarantee the performance of all such obligations, covenants and agreements, ‘

() The transferee, at 1ts expense, shall renovate, modernize and otherwise
upgrade the Asian Chao Restaurant to conform to the then-current standards and specifications of the
System, and shall complete the upgrading and other requirements within the timeperiod reasonably
specified by Franchisor,

(h) The transferor shall remain hable for all of the obligations to Franchisor
in connection with the Asian Chao Restaurant incurred prior to the effective date of the transfer and
shall execute any and all instruments reasonably requested by Franchisor to evidence such hability,

(1) At the transferee’s expense, the transferee, the transferee’s operating
principal, general manager (as applicable) and/or any other applicable Asian Chao Restaurant personnel
shall complete any training programs then in effect for franchisees of Asian Chao Restaurants upon such
terms and conditions as Franchisor may reasonably require, |

() Franchisee shall pay a transfer fee equal to Twenty-F 1ve percent (25%)
of the then current initial franchise fee to Franchisor to reimburse Franchisor for its reasonable costs and
expenses associated with reviewing the application for transfer, including, without himitation, legal and
accounting fees, and |

(k) If the transferee 1s a corporation or a partnership, the transferee shall
make and will be bound by any or all of the representations, warranties and covenants set forth in Section
VI as Franchisor requests Transferee shall provide to Franchisor evidence satisfactory to Franchisor that
the terms of such Section have been satisfied and are true and correct on the date of transfer

3) Franchisee shall not grant a security interest in the Asian Chao Restaurant or in
any of Franchisee’s assets without Franchisor’s prior written consent, which shall not be unreasonably
withheld In connection therewith, the secured party will be required by Franchisor to agree that in the

event of any default by Franchisee under any documents related to the security interest, Franchisor shall
have the right and option to be substituted as obligor to the secured party and to cure any default of
Franchisee
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4 Franchisee acknowledges and agrees that each condition which must be met by
the transferee 1s reasonable and necessary to assure such transferee’s full performance of the obhgations
hereunder |

C In the event the proposed transfer 1s to a corporation formed solely for the convenience
of ownership, Franchisor’s consent may be conditioned upon any of the requirements set forth at Section
XIV B(2), except that the requirements set forth at Sections XIV B(2)(c), (d), (f), (g), (1), (j) and (k) shall
not apply With respect to a transfer to a corporation formed for the convenience of ownership,
Franchisee shall be the owner of all of the voting stock or interest of the corporation and 1f Franchisee 1s
more than one individual, each individual shall have the same proportionate ownership interest in the
corporation as he had in Franchisee prior to the transfer |

D ) If Franchisee wishes to transfer all or part of its interest in the Asian Chao
Restaurant or this Agreement or 1If Franchisee or a Controlling Principal wishes to transfer a majority
ownership interest in Franchisee pursuant to any bona fide offer received from a third party to purchase
such interest, then such proposed seller shall promptly notify Franchisor in writing of each such offer,
and shall provide such information and documentation relating to the offer as Franchisor may require
Franchisor shall have the right and option, exercisable within thirty (30) days after receipt of such written
notification and copies of all documentation required by Franchisor describing such offer, to send wrnitten
notice to the seller that Franchisor intends to purchase the seller’s interest on the same terms and
conditions offered by the third party In the event that Franchisor elects to purchase the seller’s interest,
closing on such purchase must occur within the later of sixty (60) days from the date of notice to the
seller of the election to purchase by Franchisor, sixty (60) days from the date Franchisor receives or
obtains all necessary documentation, permits and approvals, or such other date as the parties agree upon
in writing  Any material change n the terms of any offer prior to closing shall constitute a new offer
subject to the same right of first refusal by Franchisor as in the case of an imtial offer Failure of
Franchisor to exercise the option afforded by this Section XIV D shall not constitute a waiver of any
other proviston of this Agreement, including all of the requirements of Section XIV, with respect to a
proposed transfer '

2) In the event an offer from a third party provides for payment of consideration
other than cash or involves certain intangible benefits, Franchisor may elect to purchase the interest
proposed to be sold for the reasonable cash equivalent If the parties cannot agree within a reasonable
time on the reasonable cash equivalent of the non-cash part of the offer, then such amount shall be
determined by two (2) appraisers, with each party selecting one (1) appraiser, and the average of their
determinations shall be binding In the event of such appraisal, each party shall bear its own legal and
other costs and shall split the appraisal fees In the event that Franchisor exercises its rght of first refusal
heren provided, it shall have the right to set off against any payment therefor (1) all fees for any such
independent appraiser due from Franchisee hereunder and (u) all amounts due from Franchisee to
Franchisor or any of its affiliates '

3) Failure to comply with the provisions of this Section prior to the transfer of any
interest in Franchisee, the Asian Chao Restaurant or this Agreement shall constitute a material event of
default under this Agreement '

E H Upon the death of Franchisee (if Franchisee 1s a natural person) or any
Controlling Principal who ts a natural person and who has an interest in this Agreement, the Asian Chao
Restaurant or Franchisee (the “Deceased”), the executor, administrator or other personal representative
of the Deceased shall transfer such nterest to a third party approved by Franchisor within twelve (12)
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months after the death If no personal representative i1s designated or appointed or no probate
proceedings are instituted with respect to the estate of the Deceased, then the distributee of such interest
must be approved by Franchisor If the distributee 1s not approved by Franchisor, then the distributee
shall transfer such interest to a third party approved by Franchisor within twelve (12) months after the
death of the Deceased |

2) Upon the permanent disability of Franchisee (if Franchisee 1s a natural person)
or any Controlling Principal who 1s a natural person and who has an interest in this Agreement, the Asian
Chao Restaurant or Franchisee, Franchisor may, in its sole discretion, reqmre]such interest to be
transferred to a third party in accordance with the conditions described in this Section XIV within six (6)
months after notice to Franchisee “Permanent disability” shall mean any physical, emotional or mental
injury, 1llness or incapacity which would prevent a person from performing the obligations set forth in
this Agreement or in the guaranty made part of this Agreement for at least ninety (90) consecutive days
and from which condition recovery within ninety (90) days from the date of determination of disability 1s
unlikely Permanent disability shall be determined by a licensed practicing physician selected by
Franchisor, upon examination of the person, or if the person refuses to submit to an examination, then
such person automatically shall be deemed permanently disabled as of the date of such refusal for the
purpose of this Section XIV E  The costs of any examination required by this Section shall be paid by
Franchtsor \

3) Upon the death or claim of permanent disabulity of Franchisee or any Controlling
Principal, Franchisee or a representative of Franchisee must notify Franchisor of such death or claim of
permanent disability within five (5) days of its occurrence Any transfer upon death or permanent
disabihity shall be subject to the same terms and conditions as described in this Section|for any inter vivos
transfer If an interest 1s not transferred upon death or permanent disability as required in this Section,
then such failure shall constitute a material event of default under this Agreement Franchisor shall
maintain the absolute right of managing the Restaurant until such time as an approved transferee 1s
selected by the estate Franchisor shall be paid a management fee equal to ten (10%) percent of the Gross
Sales generated at the Restaurant 'w

F Franchisor’s consent to a transfer of any interest described herein shall not constitute a
waiver of any claims which Franchisor may have against the transferring party, nor shall it be deemed a
walver of Franchisor’s right to demand exact compliance with any of the terms of this Agreement by the
transferee

G Securities or partnership interests in Franchisee may be offered to the public (a “public
offering”) only with the prior written consent of Franchisor, which consent may be withheld 1n 1ts sole
discretion  As a condition of 1ts approval to such offering, Franchisor may, 1n 1its sole discretion, require
that immediately after such offering that Franchisee and the Controlling Principals retain a Controlling
Interest in Franchisee For the purpose of this Agreement, “Controlling Interest” shall mean (a) if
Franchisee 1s a corporation, that the Controlling Principals, either individually or cumulatively,
(1) directly or indirectly own at least fifty-one percent (51%) of the shares of each class of Franchisee’s
1ssued and outstanding capital stock and (11) be entitled, under 1ts governing documents and under any
agreements among the shareholders, to cast a sufficient number of votes to require such corporation to
take or omut to take any action which such corporation 1s required to take or omit to take under this
Agreement, or (b) if Franchisee 1s a partnership, that the Controlling Principals (1) own at least a fifty-one
percent (51%) interest n the operating profits and operating losses of the partnership as well as at least a
fifty-one percent (51%) ownership nterest in the partnership (and at least a fifty-one percent (51%)
interest n the shares of each class of capital stock of any corporate general partner) and (1) be entitled
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under 1ts partnership agreement or applicable law to act on behalf of the partnership without the approval
or consent of any other partner or be able to cast a sufficient number of votes to require the partnership to
take or omit to take any action which the partnership 1s required to take or omit to take under this
Agreement

H All matenals required for a public offering by federal or state law shall be submitted to
Franchisor for a limited review as discussed below prior to being filed with any governmental agency,
and any materials (including any private placement memoranda) to be used in any exempt offering or
private placement shall be submitted to Franchisor for such review prior to their use No Franchisee
offering (public or private) shall imply (by use of the Marks or otherwise) that Franchisor 1s participating
in an underwriting, issuance or offering of securities of Franchisee or Franchisor, and Franchisor’s
review of any offering materials shall be lmited solely to the subject of the relationship between
Franchisee and Franchisor and its affiliates Franchisor may, at its option, require Franchisee’s offering
materials to contain a written statement prescribed by Franchisor concerning the limitations described in
the preceding sentence Franchisee, its Controlling Principals and the other participants n the offering
must fully indemnify Franchisor, and 1ts affiliates, their respective partners and the officers, directors,
shareholders, partners, agents, representatives, independent contractors, servants and employees of each
of them, in connection with the offering For each proposed public or private offering, Franchisee shall
pay to Franchisor a non-refundable fee of Five Thousand Dollars ($5,000) to reimburse Franchisor for 1ts
reasonable costs and expenses associated with reviewing the proposed offering, including, without
limitation, legal and accounting fees Franchisee shall give Franchisor written notice at least thirty (30)
days prior to the date of commencement of any offering or other transaction covered by Section XIV G

[ If any person holding an interest in Franchisee, this Agreement or the Asian Chao
Restaurant (other than Franchisee or a Controlling Principal, which parties shall, be subject to the
provisions set forth above) transfers such interest, then Franchisee shall promptly notify Franchisor of
such proposed transfer in writing and shall provide such information relative thereto as Franchisor may
reasonably request prior to such transfer Such transferee may not be a competitor of Franchisor Such
transferee will be Franchisee’s Principal and as such will have to execute a confidentiality agreement and
ancillary covenants not to compete 1n the form then required by Franchisor, which form shall be n
substanttally the same form attached hereto as Attachment D (see Sections X B(2) and X C(4))
Franchisor also reserves the right to designate the transferee as one of the Controlling Principals

ARTICLE XV
INDEMNIFICATION '

A Franchisee and each of the Controlling Principals shall, at all times, m‘demmfy and hold
harmless to the fullest extent permitted by law Franchisor, its affiliates, successors and assigns, their
respective partners and affilhates and the officers, directors, shareholders, partners, agents,
representatives, independent contractors, servants and employees of each of them (“Indemnities™), from
all “losses and expenses” (as defined in Section XV D(2) below) incurred in connection with any action,
suit, proceeding, claim, demand, investigation or inquiry (formal or informal), or any settlement thereof
(whether or not a formal proceeding or action has been instituted) which arises out of ‘or 1s based upon
any of the following \

) The nfringement, alleged infringement, or any other violation or alleged
violation by Franchisee or any of the Controlling Principals of any patent, mark or copyright or other
proprietary right owned or controlled by third parties (except as such may occur with respect to any right
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to use the Marks, any copyrights or other proprietary information granted hereunder pursuant to Section
X), |

2 The violation, breach or asserted violation or breach by Franchisee or any of the
Controlling Principals of any federal, state or local law, regulation, ruling, standard or directive or any
industry standard,

3) Libel, slander or any other form of defamation of Franchisor, the System or any
developer or franchisee operating under the System by Franchisee or by any of the Controlling
Principals,

|

® The violation or breach by Franchisee or by any of the Controlling Principals of
any warranty, representation, agreement or obligation m this Agreement or n a'lny other agreement
between Franchisee or any of its affiliates and Franchisor or any of its affiliates, or their respective
partners, or the officers, directors, shareholders, partners, agents, representatives, independent
contractors, servants and employees of any of them, and .

5) Acts, errors, or omissions of Franchisee, any of Franchisee’s affiliates and any of
the Controlling Principals and the officers, directors, shareholders, partners, agents, representatives,
independent contractors and employees of Franchisee and 1its affiliates m connection with the
establishment and operation of the Asian Chao Restaurant |

B Franchisee and each of the Controlling Principals agree to give Franchisor prompt notice
of any such action, suit, proceeding, claim, demand, inquiry, or investigation At:the expense and risk of
Franchisee and each of the Controlling Princtpals, Franchisor may elect to assume (but under no
circumstance 1s obligated to undertake), or associate counsel of its own choosing with respect to the
defense and/or settlement of any such action, suit, proceeding, claim, demand, inquiry or investigation
Such an undertaking by Franchisor shall, in no manner or form, diminish the obligation of Franchisee and
each of the Controlling Principals to indemnify the Indemnities and to hold them harmless

|

C In order to protect persons or property, or its reputation or goodwill, or the reputation or
goodwill of others, Franchisor may, at any time and without notice, as it n its judgment deems
appropriate, consent or agree to settlements or tahe such other remedial or corrective action as 1t deems
expedient with respect to the action, suit, proceeding, claim, demand, inquiry or investigation if, in
Franchisor’s sole judgment, there are reasonable grounds to believe that |

) any of the acts or circumstances enumerated 1n Section XV A(1)-(4) above have
occurred, or

l

2) any act, error, or omission as described in Section XV A(5) m‘ay result directly
or indirectly in damage, injury, or harm to any person or any property

D ) All losses and expenses incurred under this Section XV shall be chargeable to
and paid by Franchisee or any of the Controlling Principals pursuant to its obligations of indemnity under
this Section, regardless of any actions, activity or defense undertaken by Franchisor or the subsequent
success or failure of such actions, activity, or defense |

2) As used 1 this Section XV, the phrase “losses and expenses” shall include,
without limitation, all losses, compensatory, exemplary or punitive damages, fines, charges, costs,

|

|

t
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expenses, lost profits, reasonable attorneys’ fees, court costs, settlement amounts, judgments,
compensation for damages to the Franchisor’s reputation and goodwill, costs of or resulting from delays,
financing, costs of advertising material and media time/space, and costs of changing, substituting or
replacing the same, and any and all expenses of recall, refunds, compensation, puBllc notices and other
such amounts incurred in connection with the matters described

E The Indemnities do not assume any liability whatsoever for acts, errors, or omissions of
any third party with whom Franchisee, any of the Controlling Principals, Franchisee’s affiliates or any of
the officers, directors, shareholders, partners, agents, representatives, independent contractors and
employees of Franchisee or its affiliates may contract, regardless of the purpose Franchisee and each of
the Controlling Principals shall hold harmless and indemnify the Indemnities for alllosses and expenses
which may arse out of any acts, errors or omissions of Franchisee, the Controlling Principals,
Franchisee’s affiliates, the officers, directors, shareholders, partners, agents, representatives, independent
contractors and employees of Franchisee and its affiliates and any such other third parties without
limitation and without regard to the cause or causes thereof or the negligence of Franchisor or any other
party or parties arising in connection therewith and whether such negligence be sole, joint or concurrent,
or active or passive

F Under no circumstances shall the Indemnities be required or oblhigated to seek recovery
from third parties or otherwise mitigate their losses 1n order to maintain a claim aganst Franchisee or any
of the Controlling Principals Franchisee and each of the Controlling Principals agree that the failure to
pursue such recovery or mitigate loss will in no way reduce the amounts recoverable from Franchisee or
any of the Controlling Principals by the Indemnities

G Franchisee and the Controlling Principals expressly agree that the terms of this Section
XV shall survive the termination, expiration or transfer of this Agreement or any interest herein

ARTICLE XVI
RELATIONSHIP OF THE PARTIES '
|
A The parties acknowledge and agree that this Agreement does not create a fiduciary
relationship between them, that Franchisee shall be an independent contractor, and that nothing 1n this
Agreement 1s intended to constitute either party an agent, legal representative, subsidiary, joint venturer,
partner, employee, joint employer or servant of the other for any purpose

B During the term of this Agreement, Franchisee shall hold itself out to the public as an
independent contractor conducting its Asian Chao Restaurant operations pursuant to the rights granted
by Franchisor Franchisee agrees to take such action as shall be necessary to that end, including, without
limitation, exhibiting a notice of that fact 1n a conspicuous place on the Asian Chao Restaurant premises
established for the purposes hereunder and on all letterhead, business cards, forms, and as further
described in the Manuals Franchisor reserves the right to specify in writing the content and form of such
notice

t

C Franchisee understands and agrees that nothing in this Agreement authorizes Franchisee
or any of the Controlling Principals to make any contract, agreement, warranty or representation on
Franchisor’s behalf, or to incur any debt or other obhigation in Franchisor’s name, and that Franchisor
shall 1n no event assume hability for, or be deemed liable under this Agreement as a result of any such
action, or for any act or omission of Franchisee or any of the Controlling Principals or any claim or
Judgment arising therefrom
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ARTICLE XVII
TERMINATION
|
A 8] Franchisee acknowledges and agrees that each of Franchisee’s obligations
described in this Agreement 1s a material and essential obligation of Franchisee, that non-performance of
such obligations will adversely and substantially affect the Franchisor and the System, and that the
exercise by Franchisor of the rights and remedies set forth herein 1s appropriate and reasonable

2 Franchisee shall be deemed to be in default under this Agrelement and all nghts
granted herein shall automatically terminate without notice to Franchisee, if Franchlsee or any of
Franchisee’s partners, if Franchisee 1s a partnership, or any of its officers, dlrectors shareholders, or
members, 1f Franchisee 1s a corporation or mited lhability company, shall become insolvent or make a
general assignment for the benefit of creditors, or iIf Franchisee files a voluntaryl petition under any
section or chapter of federal bankruptcy law or under any similar law or statute of the United States or
any state thereof, or admits m writing 1its inability to pay its debts when due, or if Franchisee 1s
adjudicated a bankrupt or insolvent in proceedings filed against Franchisee under any section or chapter
of federal bankruptcy laws or under any similar law or statute of the United States or any state, or if a bill
In equity or other proceeding for the appointment of a receiver of Franchisee or other custodian for
Franchisee’s business or assets ts filed and consented to by Franchisee, or if a recetver or other custodian
(permanent or temporary) of Franchisee’s assets or property, or any part thereof, 1S appointed by any
court of competent jurisdiction, or 1if proceedings for a composition with creditors under any state or
federal law should be instituted by or against Franchisee, or if a final judgment remains unsatisfied or of
record for thirty (30) days or longer (unless supersedeas bond 1s filed), or if Franchisee 1s dissolved, or if
execution 1s levied against Franchisee’s business or property, or if suit to foreclose any lien or mortgage
against the Asian Chao Restaurant premises or equipment 1s instituted against Franchisee and not
dismissed within thirty (30) days, or 1If the real or personal property of Franchisee’s Asian Chao
Restaurant shall be sold after levy thereupon by any shenff, marshal or constable

|
3) Franchisee shall be deemed to be in material default and Franchisor may, at its
option, terminate this Agreement and all rights granted hereunder without affordmlg Franchisee any
opportunity to cure the default, effective immediately upon notice to Franchisee, upon 'the occurrence of

any of the following events I

(a) If Franchisee operates the Asian Chao Restaurant or sells any products
or services authorized by Franchisor for sale at the Asian Chao Restaurant at a location which has not

been approved by Franchisor,
|

(b) If Franchisee fails to acquire an accepted location for the Asian Chao
Restaurant within the time and in the manner specified in Section I,

© If Franchisee fails to construct or remodel the Asian Chao Restaurant in
accordance with the plans and specifications provided to Franchisee under Section V(3) as such plans
may be adapted with Franchisor’s approval in accordance with Section IT E ,
{
(d) If Franchisee fails to open the Asian Chao Restaurant for business as an
Asian Chao Restaurant within the period specified in Section Il H hereof l
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|

|

(e) If Franchisee at any time ceases to operate or otherwise abandons the
Asian Chao Restaurant, or loses the right to possession of the premises, or otherwise forfeits the right to
do or transact business n the jurisdiction where the Asian Chao Restaurant 1s located, provided,
however, that this provision shall not apply 1n cases of Force Majeure (acts of God, strikes, lockouts or
other industrial disturbances, war, riot, epidemic, fire or other catastrophe or pther forces beyond
Franchisee’s control), if through no fault of Franchisee the premises are damaged or destroyed by an
event as described above, provided that Franchisee applies within thirty (30) days after such event for
Franchisor’s approval to relocate or reconstruct the premises (which approval shall not be unreasonably
withheld) and Franchisee diligently pursues such reconstruction or relocation, such approval may be
conditioned upon the payment of an agreed minimum fee to Franchisor during the' period in which the
Asian Chao Restaurant 1s not in operation,

® If Franchisee or any of the Controlling Principals 1s convicted of, or has
entered a plea of nolo contendere to, a felony, a crime involving moral turpitude, or any other crime or
offense that Franchisor believes 1s reasonably likely to have an adverse effect on the System, the Marks,
the goodwill associated therewith, or Franchisor’s interests therein,
|
() If a threat or danger to public health or safety results from the
construction, maintenance or operation of the Asian Chao Restaurant,

(h) If Franchisee fails to propose a qualified replacement or successor
Operating Principal (or his designee, as apphicable) within the time required under Section VIC (5)
hereof,

1

(1) If Franchisee or any of the Controlling Principals purports to transfer
any rights or obligations under this Agreement or any interest in Franchisee or the Asian Chao
Restaurant to any third party without Franchisor’s prior written consent or w1thout offering Franchisor a
right of first refusal with respect to such transfer, contrary to the terms of Section XIV of this Agreement,

0 If Franchisee or any of 1ts affiliates fails, refuses, or ne’glects promptly to
pay any monies owing to Franchisor, or any of its affiliates or vendors, when due under this Agreement
or any other agreement, or to submit the financial or other information required by Franchisor under this
Agreement and does not cure such default within five (5) days following notice from Franchisor (or such
other cure period specified 1n such other agreement, unless no cure period 1s stated or such period 1s less
than five (5) days, in which case the five (5) day cure period shall apply),

(k) If Franchisee or any of the Controlling Principals fails to comply with
the in-term covenants in Section X C hereof or Franchisee fails to obtain execution of the covenants and
related agreements required under Section X C(4) hereof within thirty (30) days after bemg requested to
do so by Franchisor,

I

) If, contrary to the terms of Section X B(1) hereof, Franchisee or any of
the Controlling Principals discloses or divulges any confidential information provided to Franchisee or
the Controlling Principals by Franchisor, or fails to obtain execution of covenants and related agreements
required under Section X B(2) hereof within thirty (30) days after being requested to do so by
Franchisor,

I
(m) If a transfer upon death or permanent disability 15 not transferred in
accordance with Section XIV and within the time periods therein,
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(n) If Franchisee knowingly maintains false books or records, or submits any
false reports to Franchisor, .
(o) If Franchisee breaches in any material respect an)t/ of the covenants n
any material respect set forth in Section VI or has falsely made any of the representations or warranties
set forth 1n Section VI, |

!
P) If Franchisee fails to propose a qualified replacement or successor

Operating Principal or General Manager within the time required under Sections VI C (5) and VI D (4),
respectively,
|
)] If Franchisee fails to procure and maintain such insurance policies as
required by Section XII and Franchisee fails to cure such default within seven (7) days following notice
from Franchisor,

(r) If Franchisee misuses or makes any unauthorized use of the Marks or
otherwise materially impairs the goodwill associated therewith or Franchisor’s rights therein, provided
that, notwithstanding the above, Franchisee shall be entitled to notice of such event of default and shall
have twenty-four (24) hours to cure such default,

(s) If Franchisee or any of the Controlling Principals commuits three (3) or
more material events of default under this Agreement during any twelve (12) month period, whether or
not such defaults are of the same or different nature and whether or not such defaults have been cured by
Franchisee after notice by Franchisor,

i

® If Franchisee or any of its affihates fails or refuses to comply with any
terms and conditions of any sublease, or related agreement, between Franchisor or its affiliates and
Franchisee or 1ts affiliates, and does not cure such default within any notice and cure period provided for
in such sublease or related agreement following notice from Franchisor of such default (unless no cure
period 1s specified in the sublease or other agreement, in which case the notice and cure period provided
in Section XVI11 B shall apply), and

(u) If Franchisee fails to comply with all applicable laws and ordinances
relating to the Restaurant, including Anti-Terrorism Laws, or if Franchisee’s or any of his/her owners’
assets, property, or interests are blocked under any law, ordinance, or regulation relating to terrorist
activities, or Franchisee or any of his’her owners otherwise violate any such ]aw ordinance, or
regulation

!

B Except as provided in Sections XVII A(2) and (3) of this Agreement, upon any default
by Franchisee which 1s susceptible of being cured, Franchisor may terminate this Agreement by giving
written notice of termination stating the nature of such default to Franchisee at least thirty (30) days prior
to the effective date of termmation However, Franchisee may avoid termination by immediately
mitiating a remedy to cure such default and curing 1t to Franchisor’s satisfaction within the thirty (30)
day period and by promptly providing proof thereof to Franchisor 1If any such default 1s not cured within
the specified time, or such longer period as applicable law may require, this Agreement shall terminate
without further notice to Franchisee effective immediately upon the expiration of the thirty (30) day
period or such longer period as applicable law may require Defaults which are susceptible of cure

hereunder may include, but are not limited to, the following illustrative events !
t
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) If Franchisee fails to comply with any of the requnreménts imposed by this
Agreement, as 1t may from time to time be amended or reasonably be supplemented by Franchisor, or
fails to carry out the terms of this Agreement 1n good faith |
l
2) If Franchisee fails to maintain or observe any of the standards, specifications or
procedures prescribed by Franchisor in this Agreement or otherwise in writing l
3) If Franchisee fails, refuses, or neglects to obtain Franchisor’s prior written
approval or consent as required by this Agreement
|
C Cross-Defaults, Non-Exclusive Remedies, etc  Any default by Franchisee (or any
person/company affiliated with Franchisee) under this Agreement may be regarded as a default under any
other agreement between Franchisor (or any affiliate of Franchisor) and Franchisee (or any affihate of
Franchisee) Any default by Franchisee (or any person/Franchisor affiliated with Franchisee) under any
other agreement, including, but not hmited to, any lease and/or sublease, between Franchisor (or any
affihate of Franchisor) and Franchisee (or any person/company affiliated with Franchisee), and any
default by Franchisee (or any person/company affiliated with Franchisee) under, any oblhgation to
Franchisor (or any affiliate of Franchisor) may be regarded as a default under this Agreement Any
default by Franchisee (or any person/company affiliated with Franchisee) under any lease sublease, loan
agreement, security interest or otherwise, whether with Franchisor, any affiliate of Franchisor and/or any
third party may be regarded as a default under this Agreement and/or any other agreement between
Franchisor (or any affiliate of Franchisor) and Franchisee (or any affiliate of Franchisee)

In each of the foregoing cases, Franchisor (and any affihiate of Franchisor) will have all remedies
allowed at law, including termination of Franchisee’s rights (and/or those of any person/company
affihated with Franchisee) and Franchisor’s (and/or Franchisor’s affiliates’) obhigations No right or
remedy which Franchisor may have (including termination) 1s exclusive of any other right or remedy
provided under law or equity and Franchisor may pursue any rights and/or remedies available

f
ARTICLE XVIII
POST-TERMINATION

i

Upon termination or expiration of this Agreement, all rights granted hereunder to Franchisee

shall forthwith terminate, and
1

A Franchisee shall immedtately cease to operate the Asian Chao Restaurant under this
Agreement, and shall not thereafter, directly or indirectly, represent to the public or hold itself out as a
present or former franchisee of Franchisor \

B Franchisee shall immediately and permanently cease to use, in any maAner whatsoever,
any confidential methods, computer software, procedures, and techniques associated with the System, the
mark “Asian Chao” and all other Marks and distinctive forms, slogans, signs, symbols, and devices
associated with the System In particular, Franchisee shall cease to use, without limitation, all signs,
advertising materials, displays, stationery, forms and any other articles which display the Marks

C Franchisee shall take such action as may be necessary to cancel any aslsumed name or
equivalent registration which contains the mark “Asian Chao” or any other service mark or trademark of
Franchisor, and Franchisee shall furmish Franchisor with evidence satisfactory to Franchisor of
compliance with this obligation within five (5) days after termination or expiration of this Agreement
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D Franchisee agrees, n the event 1t continues to operate or subsequently begins to operate
any other business, and Franchisee 1s not operating the premises pursuant to a sublease with Franchisor
or an affiliate of the Franchisor, 1t shall not to use any reproduction, counterfeit, copy or colorable
imitation of the Marks, either in connection with such other business or the promotion thereof, which is
likely to cause confusion, mistake or deceptton, or which 1s likely to dilute Franchisor’s rights in and to
the Marks, and further agrees not to utihize any designation of origin or description or representation
which falsely suggests or represents an association or connection with Franchisor constituting unfair
competition nor will Franchisee violate any of the covenants contained herein

E Franchisee and 1its Controlling Principals shall promptly pay all sums owing to
Franchisor and 1ts affihates Such sums shall include all damages, costs and expenses, including
reasonable attorneys’ fees, incurred by Franchisor as a result of any default by Franchisee, which
obligation shall give rise to and remain, until paid 1n full, a lien in favor of Franchlsor against any and all
of the personal property, furnishings, equipment, fixtures, and inventory owned by Franchisee and on the
premises operated hereunder at the time of default !

F Franchisee and the Controlling Principals shall pay to Franchisor all:damages, costs and
expenses, mcluding reasonable attorneys’ fees, incurred by Franchisor n connection' with obtaining any
remedy available to Franchisor for any violation of this Agreement and, subsequent to the termnation or
expiration of this Agreement, in obtaining tnjunctive or other relief for the enforcement of any provisions
of this Section XVIII |

G Franchisee shall immediately deliver to Franchisor all Manuals, software licensed by
Franchisor, records, files, instructions, correspondence, all materials related to operating the Asian Chao
Restaurant, including, without limitation, agreements, invoices, and any and all other materials relating to
the operation of the Asian Chao Restaurant in Franchisee’s possession or control, and all copies thereof
(all of which are acknowledged to be Franchisor’s property), and shall retain no copy or record of any of
the foregoing, except Franchisee’s copy of this Agreement and of any correspondence between the
parties and any other documents which Franchisee reasonably needs for comphance anth any provision
of law

H Franchisee and the Controlling Principals shall comply with the restrictions on
confidential information contained in Section X of this Agreement and shall also comply with the non-
competition covenants contained tn Section X Any other person required to execute similar covenants
pursuant to Section X shall also comply with such covenants

[ Franchisee shall also immediately furnish Franchisor an itemized list of all advertising
and sales promotion materials bearing the Marks or any of Franchisor’s distinctive markings, designs,
labels, or other marks thereon, whether located on Franchisee’s premises or under Franchisee’s control at
any other location Franchisor shall have the right to inspect these materials Franchisor shall have the
option, exercisable within thirty (30) days after such inspection, to purchase any or all of the materials at
Franchisee’s cost, or to require Franchisee to destroy and properly dispose of such materlals Materials
not purchased by Franchisor shall not be utilized by Franchisee or any other party for any purpose unless

authorized in writing by Franchisor |

|
J Upon executton of this Agreement, in partial consideration of the rights granted
hereunder, Franchisee acknowledges and agrees that all right, title and interest 1n the signs and menu

boards used at the Astan Chao Restaurant are hereby assigned to Franchisor, and that upon termnation
l
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or expiration of this Agreement, neither Franchisee nor any lien holder of Franchisee shall have any
further interest therein

K If Franchisee operates the Asian Chao Restaurant under a lease 'for the Astan Chao
Restaurant premises with a third party or with respect to any lease for equipment used in the operation of
the Franchised Business, then Franchisee shall, at Franchisor’s option, assign to Franchisor any interest
which Franchisee has in any lease or sublease for the premises of the Asian Chao Restaurant or any
equipment related thereto Franchisor may exercise such option at or within thirty (30) days after either
termination or (subject to any existing right to renew) expiration of this Agreement In the event
Franchisor does not elect to exercise its option to acquire the lease or sublease for the Astan Chao
Restaurant premises or does not have such option, Franchisee shall make such modifications or
alterations to the Asian Chao Restaurant premises as are necessary to distinguish the appearance of the
Asian Chao Restaurant from that of other Asian Chao Restaurants operating under the System and shall
make such specific additional changes as Franchisor may reasonably request If Franchisee fails or
refuses to comply with the requirements of this Section XVIII K , Franchisor shall have the right to enter
upon the premises of the Franchised Business, without being guilty of trespass or any, other crime or tort,
to make or cause to be made such changes as may be required at the expense of Franchisee, which
expense Franchisee agrees to pay upon demand

|

L )] Except as provided i Section XVIIIT J and M, Franchisor shall have the
option, to be exercised within thirty (30) days after termination or expiration of this Agreement, to
purchase from Franchisee any or all of the furnishings, equipment (including any electronic cash regster
or computer hardware and software systems), signs, fixtures, supphes, and inventory of Franchisee
related to the operation of the Asian Chao Restaurant, at fair market value Franchisor shall be
purchasing Franchisee’s assets only and shall be assuming no habilities whatsoever, unless otherwise
agreed to in writing by the parties If the parties cannot agree on the fair market value within thirty (30)
days of Franchisor’s exercise of 1ts option, fair market value shall be determined by two (2) appraisers,
with each party selecting one (1) appraiser, and the average of their determinations shall be binding In
the event of such appraisal, each party shall bear 1ts own legal and other costs and shall split the appraisal
fees equally If Franchisor elects to exercise any option to purchase herein provided, it shall have the
right to set off (1) all fees for any such independent appraiser due from Franchisee, (11) all amounts due
from Franchisee to Franchisor or any of its affiliates and (111) any costs incurred in connectlon with any
escrow arrangement (including reasonable legal fees) against any payment therefore 'and shall pay the
remaining amount in cash

2) In addition to the options described above and if Franchisee' owns the Asian
Chao Restaurant premises, then Franchisor shall have the option, to be exercised at or within thirty (30)
days after termination or expiration of this Agreement, to purchase the Asian Chao Restaurant premises
including any building thereon, 1f applicable, for the fair market value of the land and building, and any
or all of the furnishings, equipment, signs, fixtures, supplies and inventory therein at Franchisee’s cost or
fair market value, whichever 1s less  Franchisor shall purchase assets only and shall assume no labilities
whatsoever, unless otherwise agreed to in writing by the parties If Franchisee does not own the land on
which the Asian Chao Restaurant is operated and Franchisor exercises its option for an assignment of
the lease, Franchisor may exercise this option for the purpose of purchasing the building if owned by
Franchisee and related assets as described above If the parties cannot agree on fair market value within
thirty (30) days of Franchisor’s exercise of its option, fair market value shall be determined 1n

accordance with the appraisal procedure described above
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3) With respect to the options described 1in Sections XVIIIK and L(1) and (2),
Franchisee shall deliver to Franchisor in a form satisfactory to Franchisor such warranties, deeds,
releases of lien, bills of sale, assignments and such other documents and instruments which Franchisor
deems necessary n order to perfect Franchisor’s title and possession 1n and to the properties being
purchased or assigned and to meet the requirements of all tax and government authorities If, at the time
of closing, Franchisee has not obtained all of these certificates and other documents, Franchisor may, in

its sole discretion, place the purchase price in escrow pending issuance of any required certificates or
documents |

4 The time for closing of the purchase and sale of the properties described in
Section XVIII L(1) and (2) shall be a date not later than thirty (30) days after the purchase price 1s
determined by the parties or the determination of the appraisers, or such date Franchisor receives and
obtains all necessary permits and approvals, whichever is later, unless the parties mutually agree to
designate another date The time for closing on the assignment of the lease described in Section
XVIHIK shall be a date no later than ten (10) days after Franchisor’s exercise of its option thereunder
unless Franchisor 1s exercising its options under either Section XVIHI L(1) or (2), in which case the date
of the closing shall be on the same closing date prescribed for such option Closing shall take place at
Franchisor’s corporate offices or at such other location as the parties may agree

i

M €9 Notwithstanding anything to the contrary contained in Sections XVIIIK and L,
if Franchisee operates the Asian Chao Restaurant from a premises that 1s subleased to Franchisee by
Franchisor, or an affiliate of Franchisor, upon termination (or expiration if Franchisee does not renew) of
this Agreement, Franchisor and/or its affiliate shall have the right to take immediate possession of the
assets of the Astan Chao Restaurant, including any or all of the furnishings, equipment (including any
electronic cash register or computer hardware and software systems), signs, fixtures, supplies, and
inventory of Franchisee related to the operation of the Asian Chao Restaurant Franchisor, or its
affiliate, shall have a lien against all such assets 1n the amount of any amounts due to Franchisor or any
of 1ts affiliates under this Agreement or any other agreement Franchisor shall have the right to have
such assets appraised at the fair market value of the used assets, and to acquire all rnight, title and interest
in and to such assets, without conducting any public sale, by paying to Franchisee (or to any lender of
Franchisee who has a lien holder interest in the assets) the difference between the appraised value and the
amounts owed to Franchisor (or its affiliates) by Franchisee at the time of termination  If the lien on the
assets from Franchisee’s lender has priority over any lien of Franchisor or its affiliates, and the amount of
the lien 1s 1n excess of the appraised value of such assets, Franchisor shall have the nght to deal directly
with Franchisee’s lien holder and to pay any amounts due to Franchisee directly to the Lien holder
Franchisee agrees to provide all further assurances, and to execute all documents required by Franchisor
or by law to lawfully affect such transfer, and to perfect Franchisor’s secunity interest Franchisor shall
have the nght to take such action without the execution of any further documents 'by Franchisee 1f
Franchisee fails or refuses to comply with these further assurances ‘

2) If Franchisee receives a Notice of Eviction from Franchisor due to termination
for non-cured monetary defaults after notices have been sent and all cure periods described in Article
XVII have expired, Franchisee agrees that upon receipt of such Notice of Eviction Franchisee shall
vacate the Premises by the date in the Notice of Eviction The Premises must be n excellent condition

with all assets and equipment 1n place at the time of departure Franchisee shall not remove any non-
personal items from the subleased Premises

N Franchisor shall be entitled to assign any and all of its options n this Section to any other

party, without the consent of Franchisee . 1
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0] Franchisee, at the option of Franchisor, shall assign to Franchisor all rights to the
telephone numbers of the Asian Chao Restaurant and any related Yellow Pages trademark listing or
other business listings and execute all forms and documents required by Franchisor and any telephone
company at any time to transfer such service and numbers to Franchisor Further, F{anchlsee shall assign
to Franchisor all Internet listings, domain names, Internet Accounts, advertising on the Internet or World
Wide Web, websites, listings with search engines, e-mail addresses or any other similar hsting or usage
related to the Franchised Business Notwithstanding any forms and documents which may have been
executed by Franchisor under Section VII 1, Franchisee hereby appoints Franchlsor its true and lawful
agent and attorney-in-fact with full power and authority for the sole purpose of takmg such action as 1s
necessary to complete such assignment This power of attorney shall survive the expiration or
termimnation of this Agreement Franchisee shall thereafter use different telephone numbers, e-mail
addresses or other listings or usages at or in connection with any subsequent business conducted by
Franchisee

P Upon termination of this Agreement according to its terms and condltlons Franchisee
agrees to pay to Franchisor within fifteen (15) days after the effective date of this Agreement’s
termination, in addition to the amounts owed hereunder, liquidated damages equal to the present value
(using the then-current 30-Year Treasury Bond rate) of the Royalty Fees Franchisee would have paid
Franchisor on the product of (a) the Restaurant’s average monthly Gross Revenue during its most recent
12 months of operation before the termination multiplied by (b) the number of months remaining 1n the
Franchise Agreement had Franchisor not terminated it 1

The parties hereto acknowledge and agree that it would be impracticable to d‘etermlne precisely
the damages Franchisor would incur from this Agreement’s termination and the loss of cash flow from
Royalty Fees due to, among other things, the complications of determining what costs! 1f any, Franchisor
might have saved and how much the Royalty Fees would have grown over what would have been this
Agreement’s remaining term  The parties hereto consider this liquidated damages [provision to be a
reasonable, good faith pre-estimate of those damages

The hquidated damages provision only covers Franchisor’s damages from the loss of cash flow
from the Royalty Fees It does not cover any other damages, including damages to Franchisor’s
reputation with the public and landlords and damages arising from a violation of any provision of this
Agreement other than the Royalty Fee section Franchisee and each of its Owners agree that the
liquidated damages proviston does not give Franchisor an adequate remedy at law for any default under,
or for the enforcement of, any provision of this Agreement other than the Royalty Fee section

ARTICLE XIX
SECURITY INTEREST

Franchisee hereby grants to Franchisor a security interest in all of Franchisee’s interest i all
leasehold improvements, furniture, furnishings, fixtures, equipment, inventory and supplies located at or
used in connection with the Asian Chao Restaurant, now or hereafter leased or acquired, together with
all attachments, accessions, accessories, additions, substitutions and replacements therefor, and all cash
and non-cash proceeds derived from surance or the disposition of such collateral, tol secure payment
and performance of all debts, liabilities and obligations of any kind, whenever and however incurred, of
Franchisee to Franchisor Franchisee agrees to execute and deliver to Franchisor 1n a timely manner all
financial statements and other documents necessary or desirable to evidence, perfect and continue the
priority of such security interests under the Uniform Commercial Code For such purposes, the addresses
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of Franchisee and Franchisor are stated in Article XX of this Agreement If Eranchisee 1s in good
standing, Franchisor agrees, upon request, to execute subordinations of Franchisor’s security interest to
suppliers, lenders and/or lessors furmshing equipment or financing for the Asian Chao Restaurant

ARTICLE XX '

MISCELLANEQUS |

|
A Any and all notices required or permitted under this Agreement shall be in writing and
shall be personally delivered or sent by expedited delivery service or certified or registered mail, return
receipt requested, first class postage prepaid, or sent by prepaid facsimile, telegram or telex (provided
that the sender confirms the facsimile, telegram or telex by sending an original confirmation copy by
certified or registered mail or expedited delivery service within three (3) business days after

transmisston) to the respective parties at the following addresses unless and until a qlfferent address has
been designated by written notice to the other party

!
Notices to Franchisor Food Systems Unlimited, Inc
750 Florida Central Parkway, Suite 100
Longwood, Florida 32750
Attention President |
Facsimile 407-830-4443

With a copy to Harold L Kestenbaum, Esq
90 Merrick Avenue, Suite 601
East Meadow, New York 11554
Facsimile 516-745-0293

Notices to Franchisee and '
the Controlling Principals

Attention
Facsimile

|
Any notice shall be deemed to have been given at the time of personal delivery or, in the case of

facsimile, telegram or telex, upon transmission (provided confirmation 1s sent as described above) or,

the case of expedited delivery service or registered or certified mail, three (3) business days after the date
and time of mailing

1
B This Agreement, the attachments hereto, and the documents referred to herein constitute

the entire Agreement between Franchisor and Franchisee concerning the subject matter hereof, and
supersede any and all prior negotiations, understandings, representations, letters of ntent and any other
agreements  Nothing, in this or any related agreement, however, 1s intended to disclaim the
representations made by Franchisor in the Franchise Disclosure Document that was furnished to
Franchisee by Franchisor Except for those permitted to be made unilaterally by Franchisor hereunder,
no amendment, change, or variance from this Agreement shall be binding on either partyunless mutually
agreed to by the parties and executed by their authonized officers or agents in wnting

|
C No delay, waiver, omission or forbearance on the part of Franchisor to exercise any right,
option, duty or power arising out of any breach or default by Franchisee or the Controlling Principals
|

3
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under this Agreement shall constitute a waiver by Franchisor to enforce any such 'night, option, duty or
power against Franchisee or the Controlling Principals, or as to a subsequent breach or default by
Franchisee or the Controlling Principals Acceptance by Franchisor of any payments due to it hereunder
subsequent to the time at which such payments are due shall not be deemed to be a waiver by Franchisor
of any preceding breach by Franchisee or the Controlling Principals of any terms, provisions, covenants
or conditions of this Agreement

D Whenever this Agreement requires the prior approval or consent of Franchisor,
Franchisee shall make a timely written request to Franchisor, and such approval or consent shall be
obtained 1n writing

E Franchisor makes no warranties or guarantees upon which Franciusee may rely and
assumes no liability or obligation to Franchisee or any third party to which 1t would not otherwise be
subject by providing any waiver, approval, advice, consent or suggestion to Franchisee in connection
with this Agreement, or by reason of any neglect, delay or demial of any request therefor

F If a Force Majeure event shall occur, then, in addition to payments required under
Section XVII A (3) (e), Franchisee shall continue to be obligated to pay to Franchisor any and all
amounts that 1t shall have duly become obligated to pay in accordance with the terms of this Agreement
prior to the occurrence of any Force Majeure event and the Indemnities shall continue to be indemnified
and held harmless by Franchisee in accordance with Section XV  Except as provided in Section
XVII A(3)(e) and the immediately preceding sentence herein, none of the parties hereto shall be held
liable for a failure to comply with any terms and conditions of this Agreement when such failure 1s
caused by an event of Force Majeure Upon the occurrence of any event of the type referred to herein,
the party affected thereby shall give prompt notice thereof to the other parties, together with a description
of the event, the duration for which the party expects its ability to comply with the provisions of the
Agreement to be affected thereby and a plan for resuming operation under the Agreement, which the
party shall promptly undertake and maintain with due diligence Such affected party shall be liable for
failure to give imely notice only to the extent of damage actually caused

|

G (1) The Parties acknowledge that during the term of this Agreement disputes may arise
between the parties that may be resolvable through mediation To facilitate such resolution, Franchisor
and Franchisee agree that each party shall submit the dispute between them for non-binding mediation at
a mutually agreeable location before commencing an arbitration proceeding under Section XX H If
Franchisor and Franchisee cannot agree on a location, the mediation will be conducted 1n Seminole
County, Florida The mediation will be conducted by one (1) mediator who 1s appointed under the
American Arbitration Association's Commercial Mediation Rules and who shall conduct the mediation 1n
accordance with such rules Franchisor and Franchisee agree that statements made by Franchisor,
Franchisee or any other party 1n any such mediation proceeding will not be admissible tnh any arbitration
or other legal proceeding Each party shall bear its own costs and expenses of conducting the mediation
and share equally the costs of any third parties who are required to participate in the mediation

|

(2) If any dispute between the parties cannot be resolved through mediation within
forty-five (45) days following the appointment of the mediator, the parties agree to submit such dispute
to arbitration subject to the terms and conditions of Section XX H below to resolve such claim,
controversy or dispute unless such time period i1s extended by written agreement of the parties
Notwithstanding the foregoing, Franchisor may bring an action (1) for monies owed, (2) for injunctive or
other extraordinary rehief, or (3) involving the possession or disposition of, or other relief relating to, real
property 1n a court having jurisdiction and n accordance with section XX 1 below without first
submitting such action to mediation or arbitration
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H N EXCEPT AS PROVIDED IN THIS AGREEMENT, FRANCHISOR,
FRANCHISEE AND THE CONTROLLING PRINCIPALS AGREE THAT ANY CLAIM,
CONTROVERSY OR DISPUTE ARISING OUT OF OR RELATING TO THE FRANCHISE,
FRANCHISEE’S ESTABLISHMENT OR OPERATION OF ANY ASIAN CHAO RESTAURANT
UNDER THIS AGREEMENT (AND ANY AMENDMENTS THERETO) INCLUDING, BUT NOT
LIMITED TO, ANY CLAIM BY FRANCHISEE OR ANY OF THE CONTROLLING PRINCIPALS,
OR PERSONS CLAIMING ON BEHALF OF FRANCHISEE OR THE CONTROLLING PRINCIPALS,
CONCERNING THE ENTRY INTO, THE PERFORMANCE UNDER OR THE TERMINATION OF
THE AGREEMENT, OR ANY OTHER AGREEMENT BETWEEN FRANCHISOR, OR ITS
AFFILIATES, AND FRANCHISEE, ANY CLAIM AGAINST A PAST OR PRESENT OFFICER,
DIRECTOR, EMPLOYEE OR AGENT OF FRANCHISOR, INCLUDING THOSE OCCURRING
SUBSEQUENT TO THE TERMINATION OF THIS AGREEMENT, SHALL, EXCEPT AS
SPECIFICALLY SET FORTH HEREIN AND IN SECTION XXI, BE REFERRED TO
ARBITRATION, THE ARBITRATION SHALL BE CONDUCTED BY THE AMERICAN
ARBITRATION ASSOCIATION IN ACCORDANCE WITH THE RULES OF THE AMERICAN
ARBITRATION ASSOCIATION, AS AMENDED, EXCEPT THAT THE ARBITRATOR SHALL
APPLY THE FEDERAL RULES OF EVIDENCE DURING THE CONDUCT OF THE HEARING
SESSIONS WITH RESPECT TO THE ADMISSIBILITY OF EVIDENCE [F SUCH RULES ARE IN
ANY WAY CONTRARY TO OR IN CONFLICT WITH THIS AGREEMENT, THE TERMS OF THE
AGREEMENT SHALL CONTROL ONLY CLAIMS, CONTROVERSIES OR DISPUTES
INVOLVING FRANCHISEE AND THE CONTROLLING PRINCIPALS MAY BE BROUGHT
HEREUNDER NO CLAIM FOR OR ON BEHALF OF ANY OTHER FRANCHISEE OR SUPPLIER,
OR CLASS, REPRESENTATIVE OR ASSOCIATION THEREOF, MAY BE BROUGHT BY
FRANCHISEE OR THE CONTROLLING PRINCIPALS HEREUNDER '

2) THE PARTIES SHALL AGREE ON AN ARBITRATOR WITHIN FIFTEEN
(15) DAYS OF THE FILING OF ARBITRATION IF THE PARTIES CANNOT AGREE ON A
SINGLE ARBITRATOR, FRANCHISOR AND FRANCHISEE (OR CONTROLLING PRINCIPAL, AS
APPLICABLE) SHALL EACH SELECT ONE (1) ARBITRATOR [F THE PARTY UPON WHOM
THE DEMAND FOR ARBITRATION IS SERVED FAILS TO SELECT AN ARBITRATOR WITHIN
FIFTEEN (15) DAYS AFTER THE RECEIPT OF THE DEMAND FOR ARBITRATION, THEN THE
ARBITRATOR SO DESIGNATED BY THE PARTY REQUESTING ARBITRATION SHALL ACT
AS THE SOLE ARBITRATOR TO RESOLVE THE CONTROVERSY AT HAND THE TWO (2)
ARBITRATORS DESIGNATED BY THE PARTIES SHALL SELECT A THIRD ARBITRATOR IF
THE TWO ARBITRATORS DESIGNATED BY THE PARTIES FAIL TO SELECT A THIRD
ARBITRATOR WITHIN FIFTEEN (15) DAYS, THE THIRD ARBITRATOR SHALL BE SELECTED
BY THE AMERICAN ARBITRATION ASSOCIATION, OR ANY SUCCESSOR THERETO, UPON
APPLICATION BY EITHER PARTY ALL OF THE ARBITRATORS SHALL BE EXPERIENCED IN
THE ARBITRATION OF DISPUTES BETWEEN FRANCHISORS AND FRANCHISEES THE
ARBITRATION SHALL TAKE PLACE AT FRANCHISOR’S CORPORATE OFFICES THE
AWARD OF THE ARBITRATORS SHALL BE FINAL AND JUDGMENT UPON THE AWARD
RENDERED IN ARBITRATION MAY BE ENTERED IN ANY COURT HAVING JURISDICTION
THEREOF THE COSTS AND EXPENSES OF ARBITRATION MAY BE ENTERED IN ANY
COURT HAVING JURISDICTION THEREOF THE ARBITRATORS SHALL BE REQUIRED TO
SUBMIT WRITTEN FINDINGS OF FACT AND CONCLUSIONS OF LAW WITHIN THIRTY (30)
BUSINESS DAYS FOLLOWING THE FINAL HEARING SESSION OF THE ARBITRATION EACH
PARTY SHALL BE RESPONSIBLE FOR ITS OWN COSTS AND EXPENSES OF ARBITRATION,
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INCLUDING COMPENSATION AND EXPENSES OF THE ARBITRATORS WHICH SHALL BE
ALLOCATED TO EACH PARTY

(3)  NOTWITHSTANDING THE ABOVE, THE FOLLOWING SHALL NOT BE
SUBJECT TO ARBITRATION '

(a) DISPUTES AND CONTROVERSIES ARISING FROM THE
SHERMAN ACT, THE CLAYTON ACT OR ANY OTHER FEDERAL OR STATE ANTITRUST
LAW,

(b) DISPUTES AND CONTROVERSIES BASED UPON OR ARISING
UNDER THE LANHAM ACT, AS NOW OR HEREAFTER AMENDED, RELATING TO THE
OWNERSHIP OR VALIDITY OF THE TRADEMARKS,

(c) DISPUTES AND CONTROVERSIES RELATING, TO ACTIONS TO
OBTAIN POSSESSION OF THE PREMISES OF THE ASIAN CHAO RESTAURANT UNDER
LEASE OR SUBLEASE

(4)  IF FRANCHISOR SHALL DESIRE TO SEEK SPECIFIC PERFORMANCE
OR OTHER EXTRAORDINARY RELIEF INCLUDING, BUT NOT LIMITED TO, INJUNCTIVE
RELIEF UNDER THIS AGREEMENT AND ANY AMENDMENTS THERETO, OR TO COLLECT
MONIES DUE, THEN ANY SUCH ACTION SHALL NOT BE SUBJECT TO ARBITRATION AND
FRANCHISOR SHALL HAVE THE RIGHT TO BRING SUCH ACTION AS. DESCRIBED IN
SECTION XX 1 1

() IN PROCEEDING WITH ARBITRATION AND IN MAKING
DETERMINATIONS HEREUNDER, THE ARBITRATORS SHALL NOT EXTEND, MODIFY OR
SUSPEND ANY TERMS OF THIS AGREEMENT OR THE REASONABLE STANDARDS OF
BUSINESS PERFORMANCE AND OPERATION ESTABLISHED BY FRANCHISOR IN GOOD
FAITH NOTICE OF OR REQUEST TO OR DEMAND FOR ARBITRATION SHALL NOT STAY,
POSTPONE OR RESCIND THE EFFECTIVENESS OF ANY TERMINATION OF THIS
AGREEMENT THE ARBITRATORS SHALL APPLY FLORIDA LAW AND THE TERMS OF THIS
AGREEMENT IN REACHING THEIR DECISION

I WITH RESPECT TO ANY CLAIMS, CONTROVERSIES OR DISPUTES WHICH
ARE NOT FINALLY RESOLVED THROUGH MEDIATION OR ARBITRATION, OR AS
OTHERWISE PROVIDED ABOVE, FRANCHISEE AND THE CONTROLLING PRINCIPALS
HEREBY IRREVOCABLY SUBMIT THEMSELVES TO THE JURISDICTION OF THE STATE
COURTS OF SEMINOLE COUNTY, FLORIDA FRANCHISEE AND THE CONTROLLING
PRINCIPALS HEREBY WAIVE ALL QUESTIONS OF PERSONAL JURISDICTION FOR THE
PURPOSE OF CARRYING OUT THIS PROVISION AND WAIVING ALL RIGHTS TO TRIAL BY
JURY FRANCHISEE AND'THE CONTROLLING PRINCIPALS HEREBY AGREE THAT SERVICE
OF PROCESS MAY BE MADE UPON ANY OF THEM IN ANY PROCEEDING RELATING TO OR
ARISING OUT OF THIS AGREEMENT OR THE RELATIONSHIP CREATED BY THIS
AGREEMENT BY ANY MEANS ALLOWED BY FLORIDA OR FEDERAL LAW FRANCHISEE
AND THE CONTROLLING PRINCIPALS FURTHER AGREE THAT VENUE FOR ANY
PROCEEDING RELATING TO OR ARISING OUT OF THIS AGREEMENT SHALL BE SEMINOLE
COUNTY, FLORIDA, PROVIDED, HOWEVER, WITH RESPECT TO ANY ACTION (1) FOR
MONIES OWED, (2) FOR INJUNCTIVE OR OTHER EXTRAORDINARY RELIEF OR (3)

i

|
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INVOLVING POSSESSION OR DISPOSITION OF, OR OTHER RELIEF RELATING TO, REAL
PROPERTY, FRANCHISOR MAY BRING SUCH ACTION IN ANY STATE OR FEDERAL
DISTRICT COURT WHICH HAS JURISDICTION  WITH RESPECT TO ALL CLAIMS,
CONTROVERSIES, DISPUTES OR ACTIONS RELATED TO THIS AGREEMENT OR THE
RELATIONSHIP CREATED THEREBY, THIS AGREEMENT AND ANY SUCH RELATED
CLAIMS, CONTROVERSIES, DISPUTES OR ACTIONS SHALL BE GOVERNED, ENFORCED
AND INTERPRETED UNDER FLORIDA LAW (EXCEPT FOR FLORIDA CHOICE OF LAW
RULES)

THE PARTIES AGREE THAT IN ANY DISPUTE BETWEEN FRANCHISOR AND
FRANCHISEE (AND/OR ANY PRINCIPAL OF FRANCHISEE OR WHICH COULD BE BROUGHT
BY FRANCHISEE OR ON FRANCHISEE’S BEHALF) THE PARTIES KNOWINGLY WAIVE ALL
RIGHTS TO TRIAL BY JURY IN ANY ARBITRATION, LITIGATION OR OTHERWISE, THE
PARTIES WAIVE ALL RIGHTS TO PUNITIVE, EXEMPLARY, MULTIPLE, PAIN-AND-
SUFFERING, MENTAL DISTRESS OR SIMILAR DAMAGES AND AGREE THAT THE PARTIES
MAY ONLY RECOVER ACTUAL FINANCIAL LOSSES

J FRANCHISEE, THE CONTROLLING PRINCIPALS AND FRANCHISOR
ACKNOWLEDGE THAT THE PARTIES’ AGREEMENT REGARDING APPLICABLE STATE LAW
AND FORUM SET FORTH IN SECTION XX I ABOVE PROVIDE EACH OF THE PARTIES WITH
THE MUTUAL BENEFIT OF UNIFORM INTERPRETATION OF THIS AGREEMENT AND ANY
DISPUTE ARISING OUT OF THIS AGREEMENT OR THE PARTIES’ RELATIONSHIP CREATED
BY THIS AGREEMENT EACH OF FRANCHISEE, THE CONTROLLING PRINCIPALS AND
FRANCHISOR FURTHER ACKNOWLEDGE THE RECEIPT AND SUFFICIENCY OF MUTUAL
CONSIDERATION FOR SUCH BENEFIT AND THAT EACH PARTY’S AGREEMENT
REGARDING APPLICABLE STATE LAW AND CHOICE OF FORUM HAVE BEEN NEGOTIATED
FOR IN GOOD FAITH AND ARE PART OF THE BENEFIT OF THE BARGAIN REFLECTED BY
THIS AGREEMENT

K FRANCHISEE, THE CONTROLLING PRINCIPALS AND' FRANCHISOR
ACKNOWLEDGE THAT THE EXECUTION OF THIS AGREEMENT AND ACCEPTANCE OF THE
TERMS BY THE PARTIES OCCURRED IN LONGWOOD, FLORIDA, AND FURTHER
ACKNOWLEDGE THAT THE PERFORMANCE OF CERTAIN OBLIGATIONS OF FRANCHISEE
ARISING UNDER THIS AGREEMENT, INCLUDING, BUT NOT LIMITED TO, THE PAYMENT OF
MONIES DUE HEREUNDER AND THE SATISFACTION OF CERTAIN TRAINING
REQUIREMENTS OF FRANCHISOR, SHALL OCCUR IN LONGWOOD, FLORIDA

L WITHOUT LIMITING ANY OF THE FOREGOING, FRANCHISOR RESERVES THE
RIGHT, AT ANY TIME, TO CREATE A DISPUTE RESOLUTION PROGRAM AND RELATED
SPECIFICATIONS, STANDARDS, PROCEDURES AND RULES FOR THE IMPLEMENTATION
THEREOF TO BE ADMINISTERED BY FRANCHISOR OR ITS DESIGNEES FOR THE BENEFIT
OF ALL FRANCHISEES CONDUCTING BUSINESS UNDER THE SYSTEM THE STANDARDS,
SPECIFICATIONS, PROCEDURES AND RULES FOR SUCH DISPUTE RESOLUTION PROGRAM
SHALL BE MADE PART OF THE MANUALS AND IF MADE PART OF THE MANUALS, ON
EITHER A VOLUNTARY OR MANDATORY BASIS, FRANCHISEE SHALL COMPLY WITH ALL
SUCH STANDARDS, SPECIFICATIONS, PROCEDURES AND RULES IN SEEKING RESOLUTION
OF ANY CLAIMS, CONTROVERSIES OR DISPUTES WITH OR INVOLVING FRANCHISOR OR
OTHER FRANCHISEES, IF APPLICABLE, UNDER THE PROGRAM IF SUCH DISPUTE
RESOLUTION PROGRAM IS MADE MANDATORY, THEN FRANCHISEE AND FRANCHISOR
AGREE TO SUBMIT ANY CLAIMS, CONTROVERSIES OR DISPUTES ARISING OUT OF OR

I
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RELATING TO THIS AGREEMENT (AND ATTACHMENTS) OR THE RELATIONSHIP CREATED
BY THIS AGREEMENT FOR RESOLUTION IN ACCORDANCE WITH SUCH DISPUTE
RESOLUTION PROGRAM PRIOR TO SEEKING RESOLUTION OF SUCH CLAIMS,
CONTROVERSIES OR DISPUTES IN THE MANNER DESCRIBED IN SECTIONS XX G-I
(PROVIDED THAT THE PROVISIONS OF SECTION XX CONCERNING FRANCHISOR’S RIGHT
TO SEEK RELIEF IN A COURT FOR CERTAIN ACTIONS INCLUDING FOR INJUNCTIVE OR
OTHER EXTRAORDINARY RELIEF SHALL NOT BE SUPERSEDED OR AFFECTED BY THIS
SECTION XX L), OR IF SUCH CLAIM, CONTROVERSY OR DISPUTE RELATES TO ANOTHER
FRANCHISEE, FRANCHISEE AGREES TO PARTICIPATE IN THE PROGRAM AND SUBMIT
ANY SUCH CLAIMS, CONTROVERSIES OR DISPUTES IN ACCORDANCE WITH THE
PROGRAM’S STANDARDS, SPECIFICATIONS, PROCEDURES AND RULES PRIOR TO
SEEKING RESOLUTION OF SUCH CLAIM BY ANY OTHER JUDICIALLY OR LEGALLY
AVAILABLE MEANS

M FRANCHISEE AND THE CONTROLLING PRINCIPALS HEREBY WAIVE, TO THE
FULLEST EXTENT PERMITTED BY LAW, ANY RIGHT TO OR CLAIM FOR ANY PUNITIVE,
EXEMPLARY, INCIDENTAL, INDIRECT, SPECIAL, CONSEQUENTIAL OR OTHER DAMAGES
(INCLUDING, WITHOUT LIMITATION, LOSS OF PROFITS) AGAINST FRANCHISOR, ITS
AFFILIATES, AND THEIR RESPECTIVE OFFICERS, DIRECTORS, SHAREHOLDERS,
PARTNERS, AGENTS, REPRESENTATIVES, INDEPENDENT CONTRACTORS, SERVANTS AND
EMPLOYEES, IN THEIR CORPORATE AND INDIVIDUAL CAPACITIES, ARISING OUT OF ANY
CAUSE WHATSOEVER (WHETHER SUCH CAUSE BE BASED IN CONTRACT, NEGLIGENCE,
STRICT LIABILITY, OTHER TORT OR OTHERWISE) AND AGREES THAT IN'THE EVENT OF
A DISPUTE, FRANCHISEE AND THE CONTROLLING PRINCIPALS SHALL BE LIMITED TO
THE RECOVERY OF ANY ACTUAL DAMAGES SUSTAINED BY IT IF ANY OTHER TERM OF
THIS AGREEMENT IS FOUND OR DETERMINED TO BE UNCONSCIONABLE OR
UNENFORCEABLE FOR ANY REASON, THE FOREGOING PROVISIONS OF WAIVER BY
AGREEMENT OF PUNITIVE, EXEMPLARY, INCIDENTAL, INDIRECT, SPECIAL,
CONSEQUENTIAL OR OTHER DAMAGES (INCLUDING, WITHOUT LIMITAITION, LOSS OF
PROFITS) SHALL CONTINUE IN FULL FORCE AND EFFECT !

|
N This Agreement may be executed in multiple counterparts, each of which when so
executed shall be an original, and all of which shall constitute one and the same instrument

0] The captions used tn connection with the sections and subsections of this Agreement are
inserted only for purpose of reference Such captions shall not be deemed to govern, limit, modify or in
any other manner affect the scope, meaning or intent of the provisions of this Agreement or any part
thereof, nor shall such captions otherwise be given any legal effect

P Any obligation of Franchisee or the Controlling Principals that contemplates
performance of such obligation after termination or expiration of this Agreement or the transfer of any
interest of Franchisee or the Controlling Principals therein shall be deemed to survive such termination,
expiration or transfer

[

Q Except as expressly provided to the contrary herein, each portion, section, part, term and
provision of this Agreement shall be considered severable, and if, for any reason, any portion, section,
part, term or provision 1s determined to be invalid and contrary to, or in conflict with, any existing or
future law or regulation by a court or agency having valid jurisdiction, this shall not impair the operation
of, or have any other effect upon, the other portions, sections, parts, terms or provisions of this
Agreement that may remain otherwise intelligible, and the latter shall continue to be given full force and

|
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effect and bind the parties, the invalid portions, sections, parts, terms or provisions shall be deemed not
to be part of this Agreement, and there shall be automatically added such portion,'section, part, term or
provision as similar as possible to that which was severed which shall be valid and not contrary to or in
conflict with any law or regulation

R All references herein to the masculine, neuter or singular shall be;construed to include
the masculine, feminine, neuter or plural, where applicable Without limiting the obllgatlons individually
undertaken by the Controlling Principals under this Agreement, all acknowledgments, promises,
covenants, agreements and obligations made or undertaken by Franchisee in this' Agreement shall be
deemed jointly and severally undertaken by all of the Controlling Principals |

S All nights and remedies of the parties to this Agreement shall be cumulative and not
alternative, 1n addition to and not exclusive of any other rights or remedies which are provided for herein
or which may be available at law or in equity in case of any breach, failure or default or threatened
breach, failure or default of any term, provision or condition of this Agreement or any other agreement
between Franchisee or any of its affiliates and Franchisor or any of its affiliates The rights and remedies
of the parties to this Agreement shall be continuing and shall not be exhausted by any one or more uses
thereof, and may be exercised at any time or from time to time as often as may be expedient, and any
option or election to enforce any such right or remedy may be exercised or taken at any time and from
time to time The expiration, earlier termination or exercise of Franchisor’s rights pursuant to Section
XVII of this Agreement shall not discharge or release Franchisee or any of the Controlling Principals
from any liability or obligation then accrued, or any hability or obligation continuing beyond, or arising
out of, the expiration, the earlier termination or the exercise of such rights under this Agreement

T The term “Franchisee’s Principals” shall include, collectively ;and individually,
Franchisee’s current or future spouse, 1f Franchisee 1s an individual, all officers and directors of
Franchisee (including the officers and directors of any general partner of Franchisee) whom Franchisor
designates as Franchisee’s Principals and all holders of an ownership interest in Franchisee and of any
entity directly or indirectly controlling Franchisee, and any other person or entity controlling, controlled
by or under common control with Franchisee The mitial Franchisee’s Principals shall be listed on
Attachment C The term “Controlling Principals” shall include, collectively and mdwndually, any of
Franchisee’s Principals who have been designated by Franchisor as a Controlling Principal hereunder
For purposes of this Agreement, a publicly held corporation 1s a corporation registered pursuant to
Section 12 of the Securittes Exchange Act of 1934, as amended, or a corporation subject to the
requirements of Section 15(d) of such Act !

U Each reference 1n this Agreement to a corporation or partnership shall be deemed to also
refer to a limited hability company and any other entity or organization similar thereto Each reference
to the orgamizational documents, equity owners, directors, and officers of a corporation in this Agreement
shall be deemed to refer to the functional equivalents of such organizational documents, equity owners,
directors, and officers, as applicable, in the case of a lmited liability company or any other entity or
organization similar thereto

I

\Y Except as expressly provided to the contrary heremn, nothing in this Agreement is
intended, nor shall be deemed, to confer upon any person or legal entity other than Franchisee,
Franchisor, Franchisor’s officers, directors and personnel and such of Franchisee’s and Franchisor’s
respective successors and assigns as may be contemplated (and, as to Franchisee, authorized by Section
XIV), any nights or remedies under or as a result of this Agreement
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w Franchisee and its owners agree to comply, and to assist Franchisor to the fullest extent
possible 1n 1ts efforts to comply with Anti-Terrorism Laws (defined below) In connection with that
comphance, Franchisee and i1ts owners certify, represent, and warrant that none of Franchisee’s property
or Interests 1s subject to being blocked under, and that Franchisee and its owners otherwise are not in
violation of, any of the Anti-Terrorism Laws “Anti-Terrorism Laws” mean Executive Order 13224
issued by the President of the United States, the USA PATRIOT Act, and all other present and future
federal, state, and local laws, ordinances, regulations, policies, lists, and other requirements of any
governmental authority addressing or in any way relating to terrorist acts and acts of war Any violation
of the Anti-Terrorism Laws by Franchisee or its owners, or any blocking of Franchisee or its owners’
assets under the Anti-Terrorism Laws, shall constitute good cause for immediate termination of this
Agreement |

X In order to prevent any interruption of the Restaurant operations |whlch would cause
harm to the Restaurant, thereby depreciating the value thereof, Franchisee authorizes Franchisor, who
may, at its option, in the event that Franchisee 1s absent for any reason or 1s incapacitated by reason of
illness and 1s unable, in the sole and reasonable judgment of Franchisor, to operate the Restaurant,
operate the Restaurant for so long as Franchisor deems necessary and practical, and without waiver of
any other rights or remedies Franchisor may have under this Agreement All monies from the operation
of the Restaurant during such period of operation by Franchisor shall be kept in a separate account, and
the expenses of the Restaurant, including reasonable compensation and expenses for Franchisor’s
representative, shall be charged to said account If, as heren provided, Franchisor temporarily operates
the Restaurant franchised herein for Franchisee, Franchisee agrees to indemnify and hold harmless
Franchisor and any representative of Franchisor who may act hereunder, from any and all acts which
Franchisor may perform, as regards the interests of Franchisee or third parties

Y If Franchisor determines 1n its sole judgment that the operation of Franchisee’s business
1s 1n jeopardy, or if a default occurs, then in order to prevent an interruption of the franchised business
which would cause harm to the franchise system and thereby lessen its value, Franchisee authorizes
Franchisor to operate his/her business for as long as Franchisor deems necessary and practical, and
without waiver of any other rights or remedies which Franchisor may have under this Agreement In the
sole judgment of Franchisor, Franchisor may deem Franchisee incapable of operating the franchised
business 1f, without limitation, Franchisee 1s absent or incapacitated by reason of| illness or death,
Franchisee has failed to pay when due or has failed to remove any and all liens or encumbrances of every
kind placed upon or against Franchisee’s business, or Franchisor determines that operational problems
require that Franchisor operate Franchisee’s business for a period of time that Franchisor determines, in
its sole discretion, to be necessary to maintain the operation of the business as a going concern

Franchisor shall keep 1n a separate account all monies generated by the operation of Franchisee’s
business, less the expenses of the business, including reasonable compensation and expenses for
Franchisor’s representatives In the event of the exercise of the Step-In Rights by Franchisor, Franchisee
agrees to hold harmless Franchisor and its representatives for all actions occurring during the course of
such temporary operation Franchisee agrees to pay all of Franchisor’s reasonable attorneys’ fees and
costs incurred as a consequence of Franchisor’s exercise of its Step-In Rights Nothing contained herein
shall prevent Franchisor from exercising any other right which it may have under this Agreement,
including, without limitation, termination

Z This Agreement shall not become effective until signed by the President of Franchisor
|
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ARTICLE XXI n
ACKNOWLEDGMENTS
A Franchisee acknowledges that 1t has conducted an independenti investigation of the
business venture contemplated by this Agreement and recognizes that the success of|this business venture
involves substantial business risks and will largely depend upon the ability of Franchisee Franchisor
expressly disclaims making, and Franchisee acknowledges that 1t has not received or relied on, any

warranty or guarantee, express or implied, as to the potential volume, profits or success of the business
venture contemplated by this Agreement |

Initals /

1
B Franchisee acknowledges that Franchisee has received, read and understands this
Agreement and the related Attachments and agreements and that Franchisor has afforded Franchisee
sufficient time and opportunity to consult with advisors selected by Franchisee about the potential
benefits and risks of entering into this Agreement ‘

|
Initials /

C Franchisee acknowledges that 1t received the disclosure document required by the Trade
Regulation Rule of the Federal Trade Commission entitled “Disclosure Requirements and Prohibitions
Concerning Franchising and Business Opportunity Ventures” at least fourteen (14) calendar days prior to
the date on which this Agreement was executed

|

Initials / 1

IN WITNESS WHEREOF, each of the parties hereto has caused this Agreement to be executed
by tts duly authorized representative as of the date first above written !

|
FRANCHISOR
FOOD SYSTEMS UNL[MITED INC

a Florida corporation
ATTEST

By '
Witness Name |
Title
Accepted On
(the “Effective Date”)
|

FRANCHISEE j

By
Name

Title '
Date !

Witness
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CONTROLLING PRINCIPALS

Each of the undersigned acknowledges and agrees as follows

1 Each has read the terms and conditions of the Franchise Agreemelnt and acknowledges
that the execution of this guaranty and the undertakings of the Controlling Principals in the Franchise
Agreement are 1n partial consideration for, and a condition to, the granting of this license, and that
Franchisor would not have granted this license without the execution of thls guaranty and such
undertakings by each of the undersigned,

2 Each 1s included in the term “Controlling Principals” as described in Section XX T of
the Franchise Agreement and acknowledges the term includes current or future spouse

3 Each individually, jointly and severally, makes all of the covenants, representations,
warranties and agreements of the Controlling Principals set forth in the Franchlse Agreement and 1s
obligated to perform thereunder, and

|

4 Each individually, jointly and severally, unconditionally and irrevocably guarantees to
Franchisor and its successors and assigns that all of Franchisee’s obligations under the Franchise
Agreement will be punctually paid and performed Upon default by Franchisee or upon notice from
Franchisor, each will immediately make each payment and perform each obligation required of
Franchisee under the Franchise Agreement Without affecting the obligations of any of the Controlling
Principals under this guaranty, Franchisor may, without notice to the Controlling Principals, waive,
renew, extend, modify, amend or release any indebtedness or obligation of Franchisee or settle, adjust or
compromise any claims that Franchisor may have against Franchisee Each of the Controlling Principals
waives all demand and notices of every kind with respect to the enforcement of this guaranty, including,
without limitation, notice of presentment, demand for payment or performance by Franchisee, any default
by Franchisee or any guarantor and any release of any guarantor or other security for this guaranty or the
obligations of Franchisee Franchisor may pursue its rights against any of the Controlling Principals
without first exhausting 1ts remedies against Franchisee and without joining any other guarantor hereto
and no delay on the part of Franchisor in the exercise of any right or remedy shall operate as a waiver of
such right or remedy, and no single or partial exercise by Franchisor of any right or remedy shall
preclude the further exercise of such right or remedy Upon receipt by Franchisor of notice of the death
of any of the Controlling Principals, the estate of the deceased will be bound by the foregoing guaranty,
but only for defaults and obligations under the Franchise Agreement existing at the time of death, and in
such event, the obligations of the remaining Controlling Principals shall continue n full' force and effect

|

Additionally, with respect to the individual designated as Operating Principal, Operating
Principal acknowledges that the undertakings by Operating Principal under this guaranty are made and
given 1n partial consideration of, and as a condition to, Franchisor’s grant of rights to operate the Asian
Chao Restaurant as described herein, Operating Principal individually, jomntly and severally makes all of

the covenants, representations and agreements of Franchisee and Operating Principal set forth n the
Franchise Agreement and 1s obligated to perform hereunder
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ATTEST

Witness Date

Witness Date
Witness Date
Witness Date

{

|

CONTROLLING PRINCIPALS
l
*Name " Date
|
Name | Date
1
]
Name Date
i
Name Date

* Denotes individual who 1s Franchisee’s Operating Principal
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Attachment A |
APPROVED LOCATION, ASSIGNED AREA, *
AREA OF PRIMARY RESPONSIBILITY AND OPENING DATE

t
|

1 APPROVED LOCATION

Pursuant to Section I B of the Franchise Agreement, the Asian Chao Restat;rant shall be located
at the following Approved Location

|

|
2 ASSIGNED AREA

\
t

Pursuant to Section I D of the Franchise Agreement, the Assigned Area shall be

I
!

l

AREA OF PRIMARY RESPONSIBILITY

Pursuant to Section 1 E of the Franchise Agreement, the Area of Primary RCSP'OHSIblllty shall be

|

)
4 OPENING DATE

I
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Attachment B

COLLATERAL ASSIGNMENT OF LEASE

FOR VALUE RECEIVED, the undersigned (“Assignor™) assigns, transfers and sets over to
Food Systems Unlimited, Inc, a Florida corporation (“Assignee”), all of Assignor’s right and title to and
interest 1n that certain “Lease” a copy of which 1s attached as Exhibit A respecting premises commonly
known as This assignment 1s for collateral purposes only and
except as specified in this document Assignee will have no liability or obligation of lany kind whatsoever
ansing from or in connection with this assignment or the Lease unless and until Assignee takes
possession of the premises the Lease demises according to the terms of this document and assumes
Assignor’s obligations under the Lease .

Assignor represents and warrants to Assignee that 1t has full power and au'thorlty to assign the
Lease and that Assignor has not previously assigned or transferred and 1s not otherwise obligated to
assign or transfer any of 1ts interest in the Lease or the premises 1t demises !

|

Upon Assignor’s default under the Lease or under the “Franchise Agreement for a Restaurant
between Assignee and Assignor or in the event Assignor defaults under any docu]ment or mstrument
securing the Franchise Agreement Assignee has the right to take possession of the premises the Lease
demises and expel Assignor from the premises In that event Assignor will have no further right and title
to or interest in the Lease but will remain hable to Assignee for any past due rental payments or other
charges Assignee 1s required to pay Lessor to effectuate the assignment this document contemplates

|

Assignor agrees that 1t will not suffer or permit any surrender, termination, amendment or
modification of the Lease without Assignee’s prior written consent Throughout the term of the
Franchise Agreement Assignor agrees that 1t will elect and exercise all options to extend the term of or
renew the Lease not less than thirty (30) days before the last day upon which the option must be
exercised unless Assignee agrees otherwise in writing Upon Assignee’s failure to agree otherwise 1n
writing and upon Assignor’s failure to elect to extend or renew the Lease as required Assignor appoints
Assignee as 1ts true and lawful attorney-in-fact with the authority to exercise the extensnon or renewal
options 1n the name, place and stead of Assignor for the sole purpose of effectmg the extension or
renewal

|

ASSIGNEE ASSIGNOR \

FOOD SYSTEMS UNLIMITED, INC

By By

Name Name

Title Title

Date Date |
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CONSENT TO COLLATERAL ASSIGNMENT AND AGREEMENT OF LESSOR

|
The undersigned Lessor under the Lease

(a) Agrees to notify Assignee in writing of and upon Assignor’s failure to cure any default
by Assignor under the Lease, '

)
(b) Agrees that Assignee will have the right, but not the obligation, to cure any default by

Assignor under the Lease within thirty (30) days after Lessor’s delivery of notice of the default under
section (a) above,

(c) Consents to the Collateral Assignment and agrees that if Assignee takes possession of the
premises the Lease demises and confirms to Lessor that it has assumed the Lease as tenant, Lessor will

recognize Assignee as tenant under the Lease, provided that Assignee cures within the thirty (30) day
period noted in section (b) above Assignor’s defaults under the Lease, and

i
(d) Agrees that Assignee may further assign the Lease to or enter into a sublease with a
person, firm or corporation who agrees to assume the tenant’s obligations under the Lease and 1s
reasonably acceptable to Lessor and that upon that assignment Assignee will have no further liability or

obligation under the Lease as assignee, tenant or otherwise, other than to certify ithat the additional
assignee or sublessee operates the premises the Lease demises as a Restaurant

Dated

, Lessor
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|
STATEMENT OF OWNERSHIP INTERESTS AND FRANCHISEE’S PRINCIPALS

Attachment C

|
A The following 1s a hist of all shareholders, partners or other investors in Franchisee, including all

investors who own or hold a direct or indirect interest in Franchisee, and a description of the
nature of their interest

|
Name Percentage of Ownersh|p/N;ature of Interest

t

|
B In addition to the persons listed in paragraph A, the following 1s a list of all of Franchisee’s
Principals described in and designated pursuant to Section XX T of the Franchise Agreement
Unless designated as a Controlling Principal, each of Franchisee’s Principals shall execute the
Confidentiality Agreement and Ancillary Covenants Not to Compete substantially in the form set
forth 1n Attachment D (see Sections X B(2) and X C(4) of the Franchise Agreement)

!

i
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Attachment D !

CONFIDENTIALITY AGREEMENT AND
ANCILLARY COVENANTS NOT TO COMPETE

This Agreement 1s made and entered into this

day of l , 20
between Food Systems, Inc , a Florida corporation (“Franchisor™),

(“Franchisee”) and (“Covenantor™) ‘

RECITALS
|
WHEREAS, Franchisor has acquired the right to develop a unique system (the “System”) for the

development and operation of retail restaurants under the name and mark “Asian Chao” (“Asian Chao
Restaurants”), and !

|

WHEREAS, the Marks and Trade Secrets provide economic advantages to Franchisor and are

not generally known to, and are not readily ascertainable by proper means by, Franchisor’s competitors
who could obtain economic value from knowledge and use of the Trade Secrets, and |

WHEREAS, Franchisor has granted Franchisee the hmited right to oper]ate a Asian Chao
Restaurant using the System, the Marks and the Trade Secrets for the period defined in the franchise

agreement made and entered into on , 20 (“Franchise Agreement”), by and between
Franchisor and Franchisee, and '

WHEREAS, Franchisor and Franchisee have agreed in the Franchise Agreement on the

importance to Franchisor and to Franchisee and other licensed users of the System of restricting the use,

access and dissemination of the Trade Secrets, and |

|
WHEREAS, 1t will be necessary for certain employees, agents, independent contracts, officers,
directors and interest holders of Franchisee, or any entity having an interest in Franchisee (“Covenantor”)

to have access to and to use some of all of the Trade Secrets in the management and operation of
Franchisee’s business using the System, and '

WHEREAS, the System includes, but 1s not limited to, certain trade names, service marks,
trademarks, logos, emblems and indicia of origin, including, but not limited to, the mark “Asian Chao”
and such other trade names, service marks, trademarks, logos, insignia, slogans, emblems, designs and
commercial symbols as Franchisor may develop in the future to identify for the putlallc the source of
services and products marketed under such marks and under the System and representing the System’s
high standards of quality, appearance and service and distinctive exterior and interior design, decor and
color scheme and furnishings (“Marks”), proprietary ingredients for oriental food items, proprietary
recipes and menu 1tems, uniform standards, specifications and procedures for inventory'and management
and financial control, operations, quality and umiformity of products and services offered, procedures for
management and financial control, training and assistance, and advertising and promotional programs, all
of which may be changed, improved and further developed by Franchisor from time to time and are used
by Franchisor in connection with the operation of the System (“Trade Secrets”), and
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WHEREAS, the Marks and Trade Secrets provide economic advantages to Franchisor and are
not generally known to, and are not readily ascertainable by proper means by, Franchisor’s competitors
who could obtain economic value from knowledge and use of the Trade Secrets, and

!
WHEREAS, Franchisee has agreed to obtain from those covenantors written agreements
protecting the Trade Secrets and the System against unfair competition, and

WHEREAS, Covenantor wishes to remain, or wishes to become, associated with or employed

by Franchisee, and !

|
WHEREAS, Covenantor wishes and needs to receive and use the Trade Secrets 1n the course of
his employment or association in order to effectively perform his services for Franchisee, and

WHEREAS, Covenantor acknowledges that receipt of and the right to use the Trade Secrets
constitutes independent valuable consideration for the representations, promises and covenants made by
Covenantor herein,

|

NOW, THEREFORE, in consideration of the mutual covenants and obligations contained
herein, the parties agree as follows

Confidentiality Agreement !
|
1 Franchisor and/or Franchisee shall disclose to Covenantor some or all of the Trade
Secrets relating to the System  All information and materials, including, without llmltz}tlon, any manuals,
drawings, specifications, techniques and compilations of data which Franchisor provlldes to Franchisee
and/or Covenantor shall be deemed confidential Trade Secrets for the purposes of this Agreement

2 Covenantor shall receive the Trade Secrets 1n confidence and shall, at all times, maintain
them in confidence, and use them only in the course of his employment or association with the
Franchisee and then only in connection with the development and/or operation by Franchisee of a Asian
Chao Restaurant for so long as Franchisee is licensed by Franchisor to use the System

!
3 Covenantor shall not at any time make copies of any documents or compilations

containing some or all of the Trade Secrets without Franchisor’s express written permission

4 Covenantor shall not at any time disclose or permit the disclosure of the Trade Secrets
except to other employees of Franchisee and only to the limited extent necessary to train or assist other

employees of Franchisee in the development or operation of a Asian Chao Restaurant using the System

5 Covenantor shall surrender any matenal containing some or all of the Trade Secrets to
Franchisee or Franchisor, upon request, or upon termination of employment by Franchisee, or upon
conclusion of the use for which such information or material may have been furnished to'Covenantor

6 Covenantor shall not at any time, directly or indirectly, do any act or omit to do any act

that would or would likely be injurious or prejudicial to the goodwill associated with the Trade Secrets
and the System
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7 All manuals are loaned by Franchisor to Franchisee for imited purposes only and remain

the property of Franchisor and may not be reproduced, in whole or 1n part, without Franchisor’s written
|
consent

Covenants Not to Compete .

1 In order to protect the goodwill and unique qualities of the System and the
confidentiahity and value of the Trade Secrets, and in consideration for the disclosure to Covenantor of
the Trade Secrets, Covenantor further agrees and covenants as follows

a Not to divert, or attempt to divert, directly or indirectly, any business, business
opportumty, or customer of the Franchisee’s Asian Chao Restaurant to any competitor of the Asian
Chao Restaurant ;

b Not to employ, or seek to employ, any person who 1s at thel time or was within
the preceding ninety (90) days employed by Franchisor, or any of its affiliates or any franchisee or
developer of Franchisor, or otherwise directly or indirectly induce such person to leave that person’s

employment except as may occur in connection with Franchisee’s employment, of such person if
permitted under the Franchise Agreement

c Except for the Asian Chao Restaurant described in the Franchise Agreement,
not to directly or indirectly, for himself, or through, on behalf of, or in conjunction with any person,
partnership or corporation, without the prior wntten consent of Franchisor, own, maintain, operate,
engage n or have any financial or beneficial interest in (including any interest in corporations,
partnerships, trusts, unincorporated associations or joint ventures), advise, assist or ‘make loans to any
business located within the United States, its territories or commonwealths, or any other country,
province, state or geographic area in which Franchisor has used, sought registration of or registered the
same or similar marks or operates or licenses others to operate a business under the same or similar
marks, which business 1s of a character and concept similar to the Asian Chao Restallurant, including a
restaurant or deli business which offers and sells Asian cuisine of any type ! '

2 In further consideration for the disclosure to Covenantor of the Trade Secrets and to
protect the uniqueness of the System, Covenantor agrees and covenants that for one (1) year following
the earlier of the expiration, termination or transfer of all of Franchisee’s interest in the Franchise

Agreement or the termination of his association with or employment by Franchisee, Covenantor will not,
without the prior written consent of Franchisor

1

a Divert or attempt to divert, directly or indirectly, any bﬁsmess, business
opportunity or customer of the Asian Chao Restaurant to any competitor

|
b Employ, or seek to employ, any person who 1s at the time or was within the
preceding ninety (90) days employed by Franchisor, any of its affiliates or any franchisee or developer of
Franchisor, or otherwise directly or indirectly induce such persons to leave that person’s employment

c Directly or indirectly, for himself or through, on behalf of or in conjunction with
any person, partnership or corporation, own, maintain, operate, engage in or have any financial or
beneficial interest mn (including any interest in corporations, partnerships, trusts, unincorporated

|

! May be deleted 1f Franchisor does not require Franchisee to obtain the execution of this covenant by

Covenantor See Section X C(4) of the Franchise Agreement
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!
associations or joint ventures), advise, assist or make loans to, any business that,is of a character and

concept similar to the Asian Chao Restaurant, including a restaurant which offers and sells oriental food
items, which business 1s, or 1s intended to be, located within the Assigned Area or within a twenty-five
(25) muile radws of the location of any Asian Chao Restaurant or food service facility i existence or
under construction at any given time during such period '

Miscellaneous
1 Franchisee shall make all commercially reasonable efforts to ensure ‘that Covenantor acts
as required by this Agreement
|
2 Covenantor agrees that in the event of a breach of this Agreement, Franchisor would be

irreparably 1njured and be without an adequate remedy at law Therefore, 1n the event of such a breach,
or threatened or attempted breach of any of the provisions hereof, Franchisor shall be entitled to enforce
the provisions of this Agreement and shall be entitled, in addition to any other remedies which are made
available to 1t at law or mn equity, including the night to termmate the Franchise Agreement, to a
temporary and/or permanent injunction and a decree for the specific performance of the terms of this
Agreement, without the necessity of showing actual or threatened harm and without being required to
furmish a bond or other security '
\

3 Covenantor agrees to pay all expenses (including court costs and reasonable attorneys’
fees) incurred by Franchisor and Franchisee in enforcing this Agreement .

4 Any failure by Franchisor or the Franchisee to object to or take action with respect to any
breach of any provision of this Agreement by Covenantor shall not operate or be construed as a waiver of
or consent to that breach or any subsequent breach by Covenantor |

|

5 THIS AGREEMENT SHALL BE INTERPRETED BY AND CONSTRUED AND
ENFORCED IN ACCORDANCE WITH THE LAWS OF THE STATE OF FLORIDA WITHOUT
REFERENCE TO FLORIDA CHOICE OF LAW PRINCIPLES COVENANTOR HEREBY
IRREVOCABLY SUBMITS HIMSELF TO THE JURISDICTION OF THE STATE COURTS OF
SEMINOLE COUNTY, FLORIDA COVENANTOR HEREBY WAIVES ALL QUESTIONS OF
PERSONAL JURISDICTION OR VENUE FOR THE PURPOSE OF CARRYING OUT THIS
PROVISION COVENANTOR HEREBY AGREES THAT SERVICE OF PROCESS MAY BE
MADE UPON HIM IN ANY PROCEEDING RELATING TO OR ARISING UNDER THIS
AGREEMENT OR THE RELATIONSHIP CREATED BY THIS AGREEMENT BY ANY
MEANS ALLOWED BY FLORIDA OR FEDERAL LAW COVENANTOR FURTHER AGREES
THAT VENUE FOR ANY PROCEEDING RELATING TO OR ARISING OUT OF THIS
AGREEMENT SHALL BE SEMINOLE COUNTY, FLORIDA, PROVIDED, HOWEVER, WITH
RESPECT TO ANY ACTION WHICH INCLUDES INJUNCTIVE RELIEF OR OTHER
EXTRAORDINARY RELIEF, FRANCHISOR OR FRANCHISEE MAY BRING SUCH ACTION
IN ANY COURT IN ANY STATE WHICH HAS JURISDICTION |

6 The parties acknowledge and agree that each of the covenants contained herein are
reasonable limitations as to time, geographical area, and scope of activity to be restrained and do not
impose a greater restraint than is necessary to protect the goodwill or other business interests of
Franchisor The parties agree that each of the foregoing covenants shall be construed as independent of
any other covenant or provision of this Agreement If all or any portion of a covenant in this Agreement
1s held unreasonable or unenforceable by a court or agency having vahd jurisdiction in any unappealed
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final decision to which Franchisor 1s a party, Covenantor expressly agrees to be bound by any lesser

covenant subsumed within the terms of such covenant that imposes the maximum duty permitted by law
as 1f the resulting covenant were separately stated in and made a part of this Agreement

7 This Agreement contains the entire agreement of the parties regarding the subject matter
hereof This Agreement may be modified only by a duly authorized writing executed by all parties

8 All notices and demands required to be given hereunder shall be in writing and shall be
sent by personal delivery, expedited delivery service, certified or registered ‘mail, return receipt

requested, first class postage prepaid, facsimile, telegram or telex (provided that the sender confirms the
facsimile, telegram or telex by sending an original confirmation copy by certified or registered mail or
expedited delivery service within three (3) business days after transmission), to the!respectwe parties at

the following addresses unless and until a different address has been designated by wrltten notice to the
other parties

il

If directed to Franchisor, the notice shall be addressed to

f
Food Systems Unhmuited, Inc
750 Florida Central Parkway, Suite 100
Longwood, Florida 32750
Attention President
Facsimile 407-830-4443

with a copy to
Harold L Kestenbaum, Esq
Gordon & Rees LLP
90 Merrick Avenue, Suite 601 |
East Meadow, New York 11554 ,
Facsimile 516-745-0293

If directed to Franchisee, the notice shall be addressed to

Attention )
Facsimile

If directed to Covenantor, the notice shall be addressed to I

Attentton
Facsimile

|
Any notices sent by personal delivery shall be deemed given upon receipt Any notices given by

telex or facsimile shall be deemed given upon transmission, provided confirmation 1s made as provided
above Any notice sent by expedited delivery service or registered or certified mail shall be deemed
given three (3) business days after the time of mailing Any change in the foregoing addresses shall be

l
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effected by giving fifteen (15) days’ written notice of such change to the other parties Busness day for
the purpose of this Agreement excludes Saturday, Sunday and the following national holidays New
Year’s Day, Martin Luther King Day, Presidents’ Day, Memorial Day, Independence Day, Labor Day,
Columbus Day, Veterans Day, Thanksgiving and Christmas :

9 The rights and remedies of Franchisor under this Agreement are fully assignable and
transferable and shall inure to the benefit of its respective affihates, successors and assigns The
respective obligations of Franchisee and Covenantor hereunder may not be assigned by Franchisee or
Covenantor without the prior written consent of Franchisor

|

IN WITNESS WHEREOF, the undersigned have entered into this Agreement as witnessed by
their signatures below |

FRANCHISOR '

FOOD SYSTEMS UNLIMITED, INC,
ATTEST a Florida corporation |

By '
Witness Date Signature i Date
Name ,

Title President

FRANCHISEE

ATTEST (Name of Franchisee) '

By
Witness Date Signature | Date
Name

Title President

COVENANTOR
ATTEST

By
Witness Date Signature  Date
Name , Individually

l
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Attachment E
SOFTWARE LICENSE AGREEMENT

This Software License Agreement (“Software License™) is entered mto be1tween Food Systems
Unlimited, Inc, a Florida corporation (“Licensor”), and ' (“Franchisee™)
pursuant to a franchise agreement dated the _____ day of , 20 (“Franchise
Agreement”) under which Franchisee will operate a retail restaurant busmess (the “Asian Chao

Restaurant™) located at

|

1 Licensor hereby grants to Franchisee a non-exclusive, non-assignable license to use the
database configurations (“Software”), listed in the schedule to this Software License The schedule may
be updated from time to time by Licensor to include enhancements, upgrades or replacements
(“Enhancements™) to the Software, which Licensor will make available to Franchisee from time to time
at a reasonable cost

2 Franchisee shall use the software only in the operation of the Asian Chao Restaurant at
the location of the Asian Chao Restaurant indicated above Franchisee may not modify, copy or
reproduce n any form all or any part of the Software without the prior written consent of Licensor, and
in such event solely to the extent required for use of the Software in the operation of the Asian Chao
Restaurant Franchisee shall not make available the Software, the user and operating manuals thereto, or
any copy thereof, to any party except as described below in paragraph 4 Franchisee shall not reverse
assemble, reverse compile or otherwise recreate the Software

3 All copies of the Software, including any produced by Franchisee with Licensor’s
consent, are and shall be the sole and exclusive property of Licensor or authorized third parties during
and after the term of this Software License Franchisee acknowledges and agrees that Licensor may
secure all or any part of the Software from third parties Franchisee agrees to execute and deliver to
Licensor any further contracts, agreements or other documents reasonably required by Licensor in order
to secure its compliance with any agreement with such other parties

4 Franchisee understands and acknowledges that the Software contains Licensor’s trade
secrets and agrees, during the term of this Software License and thereafter, not to communicate, divulge
or use the Software other than in the operation of the Asian Chao Restaurant by Franchisee and its
employees Franchisee shall divulge and allow access to the Software only to its employees who must
have access to it in connection with their employment 1n the Asian Chao Restaurant At Licensor’s
request, Franchisee shall require and obtain execution of covenants concerning the confidentiality of the
Software from any persons employed by Franchisee who have access to the Software These covenants

shall be 1n a form substantially similar to the confidentiality covenants contained in Attachment D to the
Franchise Agreement .

5 Franchisee shall exercise reasonable precautions, no less rigorous than those Franchisee
uses to protect 1ts own confidential information, to protect the confidentiality of the Software and the
user and operating manuals thereto, which precautions shall include, at a minimum, giving instructions to
Franchisee’s employees who will have access to the Software and the user and operatmg manuals thereto
that the same are proprietary to, and the trade secrets of, Licensor or such third parties Franchisee shall
not remove or alter any designations that Licensor or such third parties have included 1n the Software and

the user and operating manuals thereto that indicate such material s the proprietary property of Licensor
or such third parties
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|

6 Franchisee agrees to notify Licensor immediately of the existence of any unauthorized
knowledge, possesston or use of the Software or of any part thereof

7 Should the Software become, or in Licensor’s opinion be likely to become, the subject of
a claim of infringement, Licensor may (at Licensor’s election) procure for Franchisee the right to
continue to use the Software, or replace the Software with non-infringing functionally equivalent
software, or modify the Software to make it non-infringing If none of these alternatives are
commercially practicable for Licensor, then Licensor may discontinue this Agreement as to the infringing

Software following payment to Franchisee of Franchisee’s reasonable direct costs to replace the Software
with comparable software |

8 Franchisee acknowledges and agrees that the Software and user and operating manuals
thereto are the valuable property and trade secrets of Licensor or other authorized parties, that any
violation by Franchisee of the provisions of this Software License would cause Licensor or such other
parties irreparable injury for which they would have no adequate remedy at law, and that, in addition to

any other remedies which Licensor may have, it shall be entitled to preliminary and other injunctive
relief against any such violation '

9 The term of this Software License shall be co-extensive with the term of the Franchise
Agreement, including any renewal of the Franchise Agreement |

10 Expiration or termination of the Franchise Agreement for whatever reason shall
automatically terminate this Software License and the right granted by it to use the Software, without
notice to Franchisee If Licensor’s license to any of the Software secured from third parties should
terminate, then this Software License shall automatically terminate as to such Software and Franchisee
shall comply with the provisions of paragraph 11 in connection with such Software In addition,
Licensor may terminate this Software License upon the failure by Franchisee to comply with any of the
terms and conditions herein by giving Franchisee written notice of termination stating the nature of the
breach at least thirty (30) days prior to the effective date of termination, provided that Franchisee may
avoid termination by immediately imitiating a remedy to cure such default and curing 1t to Licensor’s
satisfaction within the thirty (30) day period and by promptly providing proof thereof to Licensor If any
such default 1s not cured within that time, or such longer period as applicable law|may require, this
Software License shall terminate without further notice to Franchisee effective immediately upon
expiration of the thirty (30) day period or such longer period as applicable law may require

11 Upon the expiration or termination of this Software License or uponl the expiration or
termination of the Franchise Agreement, whichever shall occur earlier, Franchisee shall immediately
deliver to Licensor all copies of the Software then m Franchisee’s possession or control and erase the
Software from Franchisee’s computer system, and shall immediately cease to use the Software

12 Licensor will replace without charge any copies of the Software pr('>v1ded under this
Software License which have defects in materials and workmanship that are not caused by Franchisee’s
misuse or unauthorized modification of the Software = THIS REPLACEMENT SHALL BE
FRANCHISEE’S SOLE AND EXCLUSIVE REMEDY

13 FRANCHISEE IS SOLELY RESPONSIBLE FOR DETERMINING ITS DESIRED
RESULTS FROM THE USE OF THE SOFTWARE, FOR EVALUATING THE SOFTWARE’S
CAPABILITIES AND FOR SUCCESSFULLY OPERATING THE SOFTWARE 'IN NO EVENT

Asian Chaoffa 13 2



SHALL LICENSOR BE RESPONSIBLE FOR ANY DIRECT, INDIRECT, SPECIAL,
INCIDENTAL, EXEMPLARY, PUNITIVE, CONSEQUENTIAL OR OTHER DAMAGES, OR
FOR LOST DATA OR LOST PROFITS TO FRANCHISEE OR ANY OTHER PERSON OR
ENTITY (WHETHER SUCH CAUSE BE BASED IN CONTRACT, NEGLIGENCE, STRICT
LIABILITY, OTHER TORT OR OTHERWISE) ARISING OUT OF THE USE OR INABILITY
TO USE THE SOFTWARE, AND EVEN IF LICENSOR HAS BEEN ADVISED OF THE
POSSIBILITY OF SUCH DAMAGE OCCURRING IN THE EVENT THAT ANY OTHER
TERM OF THIS SOFTWARE LICENSE IS FOUND OR DETERMINED TO BE
UNCONSCIONABLE OR UNENFORCEABLE FOR ANY REASON, THE FOREGOING
PROVISION OF WAIVER BY AGREEMENT OF DIRECT, INDIRECT, SPECIAL,
INCIDENTAL, CONSEQUENTIAL OR OTHER DAMAGES OR FOR LOST DATA OR LOST
PROFITS SHALL CONTINUE IN FULL FORCE AND EFFECT

14 EXCEPT FOR THE LIMITED WARRANTY DESCRIBED; ABOVE, THERE
ARE NO WARRANTIES GRANTED TO FRANCHISEE OR ANY OTHER PERSON OR
ENTITY FOR THE SOFTWARE, EXPRESS OR IMPLIED, INCLUDING, BUT NOT LIMITED
TO, THE IMPLIED WARRANTIES OF MERCHANTABILITY AND FITNESS FOR A
PARTICULAR PURPOSE, ALL SUCH WARRANTIES ARE EXPRESSLY AND
SPECIFICALLY DISCLAIMED
15 THIS SOFTWARE LICENSE SHALL BE INTERPRETED BY AND
CONSTRUED UNDER THE LAWS OF THE STATE OF FLORIDA (EXCEPT FOR FLORIDA
CHOICE OF LAW RULES) |
16 If any term herein s declared to be void or unenforceable by a court of competent
Junisdiction, such declaration shall have no effect on the other terms of this Software License, which will
remain 1n effect and fully enforceable
|
17 Franchisee agrees to pay any sales, use, ad valorem, personal property and general
intangibles tax and any registration fees arising out of this Software License and the transactions
contemplated herein, except for any taxes imposed upon the gross income of Licensor '
I
18 Franchisee may not sell, lease, assign, sublicense or otherwise transfer any of its rights
under this Software License without the prior written consent of Licensor
|
19 Notice under this Software License shall be provided as indicated in Section XX of the
Franchise Agreement

20 The terms of this Software License are incorporated into the Franchise Agreement by
reference This Software License and related provisions of the Franchise Agreement constitute the entire
agreement of the parties with respect to the subject matter hereof, and supersede all related prior and
contemporaneous agreements between the parties

l

IN WITNESS WHEREOF, the parties have duly executed and delivered this Software License

onthe __ dayof ,20

LICENSOR l

\

FOOD SYSTEM UNLIMITED, INC,
ATTEST a Florida corporation
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Witness

ATTEST

Witness
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By

Name
Title

FRANCHISEE

By

Name
Title
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Attachment F '

SUBLEASE AGREEMENT

THIS SUBLEASE, made and entered into by and between FOOD SYSTEMS UNLIMITED,
INC, with 1ts principal office at 750 Florida Central Parkway, Suite 100, Longwood, Florida 32750
(heremnafter called the ¢ Sublessor™), and , a corporation, currently of
(heremafter referred to as “Sublessee™)

1 Lease of Premises The Sublessor hereby lets to the Sublessee, and Sublessee hires from
the Sublessor, the following described premises, herein called “demised premises”, situated in the
County of , State of a room which was constructed as part of the

, herein referred to as “shopping center”, the demised premises shall be deemed not
to include eirther the land lying thereunder or the exterior walls or roof of the building in which the
demised premises are located The street address of the demised premises will be

i
|

2 Sublease This 1s a sublease, and the Sublessor’s interest 1n the premises 1s as a lessee
pursuant to a lease made by and between the Sublessor, and , (Lessor),
dated effective ,copy of which, iitialed for identification (“Underlying Lease™),
1s attached hereto Except as 1s modified or supplemented by this Sublease Agreement, this sublease 1s
expressly made subject to all the terms and conditions of said original Underlying Lease, and the
Sublessee agrees to use the premises in accordance with all of the terms of said Underlying Lease, and
not to do or omit to do anything which will breach any of the terms or provisions thereof If said
Underlying Lease 1s terminated, this sublease shall terminate simultaneously The Sublessee hereby
agrees to assume the obligation for performance of all of the Sublessor’ obligations under aforesaid
Underlying Lease, including, but not hmited to, any and all obhgations for payment of rent, or other
assessments By its attachment hereto, said Underlying Lease, and all the terms and lprovistons therein
are hereby made a part of this Sublease Agreement, and are incorporated by reference herein

3 Term The Underlying Lease 1s for a term commencing as provided in Article _ and
Article __ of the Underlying Lease and extends until the end of a term of approximately () years as
the same 1s more particular defined in the Underlying Lease The term of this sublease shall commence
upon the execution hereof, and shall simultaneously terminate with the Underlying Lease Any and all
other terms or provisions regarding commencement and expiration dates and/or earlier termination,
contained in the Underlying Lease are hereby incorporated into this Sublease Agreement and made a part
hereof

4 Rental Payments Rental payments due from the Sublessee pursuant'to this Sublease
Agreement shall be the same as those set forth in the Underlying Lease Rental payments due shall be as
the same are defined in Article entitled “ ” and Article entitled

&

” as set forth in the Underlying Lease For purposes of this Sublease Agreement, the
effective dates of any rental increases for the Sublessor pursuant to the Underlying Lease, shall apply as
to Sublessee '

The mintmum fixed rent pursuant to the Underlying Lease 1s as follows

(BASE RENT TERMS TO BE INSERTED HERE)
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Additionally, Sublessee shall pay percentage rent as the same 1s defined in the Underlying Lease,
and a secunity deposit as determined by the Sublessor in 1ts absolute discretion Additionally, any and all
provisions, terms, or obligations regarding rent, percentage rent, additional rent, penalties, charges, or
other assessments pursuant to the Underlying Lease are incorporated herein and made a part hereof, and
Subleases shall adhere and comply with the same

5 Method of Payment All rental payments due hereunder shall be due on the date or dates
specified in the underlying lease, and shall be paid directly to Lessor, or to any agent authorized by
Lessor to accept and collect said payments, at such times and places as the Sublessee may be directed by
the Lessor or the Sublessor All payments, whether rental payments or other payments for which the
Sublessee 1s obligated pursuant to the Underlying Lease, shall be made in accordance with the terms and
provisions of the Underlying Lease l

6 Insurance  Sublessee shall procure and maintain in force during the term of this
sublease, and any extension thereof, at its expense, public hability insurance in companies and through
brokers approved by the Sublessor, adequate to protect against hability for damage claims through public
use of, or arising out of, accidents occurring 1n or around the leased premises, in the amount required by
the Underlying Lease Such insurance policies shall provide coverage for the Lessor pursuant to the
Underlying Lease, and the Sublessor’s contingent liability on such claims or losses The policies shall be
delivered to Sublessor for keeping, or for delivery by Sublessor to the Lessor of the Underlying Lease for
keeping Sublessee agrees to obtain a written obligation from the insurers to notify Sublessor in writing
at least thirty (30) days prior to cancellation or refusal to renew any such policies Sublessee agree that if
such insurance policies are not kept in force during the entire term of this sublease, and any extension
thereof, Sublessor may procure the necessary insurance and pay the premium therefore, and that such
premium shall be repaid to Sublessor as an additional rent installment for the month following the date
on which such premiums are paid Sublessee shall in all respects comply with Isurance requirements
which are otherwise set forth in the Underlying Lease

7 Sublease. License, Assignment or Transfer Sublessee agrees and acknowledges that the
rights and obligations of this sublease cannot be assigned, sublet, or transferred, in part or in whole, nor
may the premises be licensed for occupation, in part or in whole, by any persons other than Sublessee,
without first obtaining Sublessor’s prior written consent, and the prior written consent of Lessor

8 Authonity Sublessee acknowledges that they have no authority to approach or represent
the Sublessor with any mall or landlord representative at either the mall or corporate office level
Sublessee agrees and understands that in the event that they pay the landlord the rent directly this in no
means 1nphes, shows authority, or diminishes the Sublessor’s rights to enforce the merits of this
agreement |

9 Default 5

a Sublessor’s Remedies If Sublessee defaults in payment of rent, or any additional rent,
or defaults 1n the performance of any of the other covenants or conditions hereto, Sublessor may
give Sublessee written notice of such default, and 1If Sublessee does not cure any default by
reason of non-payment of rent or additional rent within three (3) days, or any other default within
seven (7) days after the giving of such notice, or such other notice as may be required by the

Laws of the State of , then Sublessor may terminate this sublease In the event of
termination of the sublease by reason of Sublessee’s default, Sublessee shall remain liable as
provided n Article of the Underlying Lease, and as may be provided elsewhere in said

|
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Underlying Lease If the sublease shall have been so terminated by Sublessor, Sublessor may at
any time thereafter secure possession of the premises by any lawful means Additionally,
Sublessee understands and agrees that , as the Lessor pursuant
to the Underlying Lease, may give notice of such defaults simultaneously to the Sublessor and
Sublessee and that said notice shall constitute notice as 1f the same were given to the Sublessee
by the Sublessor

b Sublessee’s Remedies If the Sublessor defaults in the performance of a matenal
provision of this lease, Sublessee may give Sublessor written notice of such default, and if
Sublessor does not proceed with reasonable diligence and 1n good faith to cure the default within
seven (7) days after Sublessee gives such notice, then Sublessee may terminate this Sublease
The notice required in this paragraph shall be given by certified mail, return receipt requested

c Acceleration of Rental Payments If the Sublessor terminates this Sublease due to a non-
cured default, the Sublessee and the Sublessor acknowledge and agree that the liquidated
damages due from the Sublessee to the Sublessor will be the monthly minimum rent times the
remamning term on the lease Additionally, Sublessee shall be responsible for any other fees
obligated to the Sublessor by the landlord, judgment or other matter

10 Termnation By Sublessor If the Sublessee shall materially defaultun the performance
of any of Sublessee's obligations under this sublease, or shall become nsolvent, or shall be adjudicated to
be a bankrupt, or shall file a voluntary petition in bankruptcy or for reorganization, or if a receiver 1s
appointed for Sublessee and the appointment 1s not vacated within sixty (60) days from such
appointment, Sublessor may terminate this sublease without penalty Such termmation shall not release
or discharge Sublessee from any obligation or liability to Sublessor hereunder, and the Sublessee shall
remain liable as provided 1n Article of the underlying lease, which has been incorporated as a part
of this Sublease Agreement

11 Termination Pursuant to Franchise Agreement The parties hereby!acknowledge that
they have entered into a separate agreement, titled FOOD SYSTEMS UNLIMITED, INC FRANCHISE
AGREEMENT, by and between Food Systems Unlimited, Inc, as [Franchisor, and
, as Franchisee, dated -effective ,
pursuant to which Sublease has been granted a franchise license to operate a ” fast
food restaurant business at the premises which are the subject of this Sublease Agreement Sublease
acknowledges and agrees that failure of Sublease to abide by or perform any of the obligations assumed
by Sublease pursuant to said Franchise Agreement may result in a termination of said Franchise
Agreement Should said Franchise Agreement be terminated, then, in such event, at the option of the
Sublessor, this Sublease may also be terminated

12 Cross-Default Any default by Sublessee under this Sublease Agreement may be
regarded as a default under any other agreement between Sublessor (or any affiliate of Sublessor) and
Sublessee (or any affiliate of Sublessee) Any default by Sublessee (or any affiliate of Sublessee) of any
other agreement between Sublessor (or any affiliate of Sublessor) and Sublessee (or, any affiliate of
Sublessee) may be regarded as a default under this Sublease Agreement “Other Agreement” for
purposes of this paragraph 11 shall include, but not be hmited to, any lease, sublease, franchise
agreement, development agreement, construction agreement, purchase agreement, security agreement,
promissory note, and any other agreement between Sublessor in any capacity (or any affiliate of
Sublessor) and Sublessee 1in any capacity (or any affiliate of Sublessee) Any default under any
agreement by Sublessee for this or any future locations may be regarded as a default under all

agreements In all such events, Sublessor shall have rights and remedies allowed in law or equity, with
|
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no such rights and/or remedies being exclusive of any other |

13 Sublessor’s Continuing Liability No term or provision of this Sublease Agreement shall
serve to excuse the Sublessor from it’s duties and obligations as Lessee pursuant to the Underlying
Lease, and Sublessor shall remain lhable to the Lessor of the Underlying Lease for payment of all rent,
percentage rent, taxes and other assessments, expenses, and items of additional rent, and other
obligations of Lessee as the same are set forth in the Underlying Lease However, the provisions of this
Paragraph 11 shall not mitigate, alter, amend or modify the terms, provisions, obligations, duties or
remedies of the parties, as the same are set forth 1n this Sublease Agreement '

14 Indemnification The Sublessor shall not be responsible for any defect or change of
condition 1n said premises, nor any damage thereto, nor to any person, nor to goods or things contained
therein due to any cause whatsoever except the act or negligence of the Sublessor, and the Sublessee will
indemnify Sublessor from any claims, demands, and actions arising in connection with Sublessee’s use of
the property, or the use by any person occupying said premises during the term hereof, or by reason of
any breach or non-performance of any covenant herein, or the violation of any law or regulation by the
Sublessee '

15 Attorney’s Fees The Parties will be responsible for their respectwe legal fees Each

Party waives any claim against other Party for payment of same
|

16 Manner Of Giving Notice Notice given pursuant to the provisions of this Sublease, or
necessary to carry out 1ts provisions, shall be in writing, and delivered personally to the person to whom
the notice 1s to be given, or mailed postage prepaid, addressed to such person Sublessor’s address for
this shall be 750 Florida Central Parkway, Suite 100, Longwood, Florida 32750, or at such other place as
directed by Sublessor in writing Notice to Sublessee may be addressed to Sublessee at the leased
premises

'

17 Waiver No waiver of any default by the Sublessee shall be implied from any omission
by the Sublessor to take action with respect to any such default as the default persists or 1s repeated No
express waiver shall affect any action other than the action specified in the expressed waiver, and that
only for the time and to the extent stated in the expressed waiver Any such waiver of any provision by
the Sublessor shall not be construed as a waiver of any subsequent breach of the same provision, or of
any other provision

18 Governing Law The validity, interpretation and construction of this agreement shall be
governed by the laws of the State of Florida Any suit or other legal action shall be imtiated, filed and
maintained mn the Federal and/or State Court of appropriate jurisdiction

19 Headings The headings in this agreement have been included solely for the ease of
reference and shall not be considered 1n the interpretation or construction of this agreement

20 Radon Gas Radon 1s naturally occurring radioactive gas that, when 1t has accumulated
in a butlding 1n sufficient quantities, may present health risks to persons who are exposed to 1t over time
Levels of radon that exceed federal and state guidelines have been found in buildings 1n Florida and other

States of the Umon  Additional information regarding radon may be obtained from your county public
health unit

Asian Chao/fa 13



IN WITNESS WHEREOF, the parties have executed these presents as of the  day of
,20 |

}

SUBLESSOR '

Signed in the presence of FOOD SYSTEMS UNLIMITED, INC

By
Witness Name _Biagio Schiano '
Title __ President

SUBLESSEE

By |
Witness Name

Title
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me or presented

STATE OF
COUNTY OF

I HEREBY CERTIFY that on this day, before me, an officer duly authorized in the State
aforesaid and 1 the County aforesaid to take acknowledgments, personally appeared

|
as the and Representative of the Sublessee corporation in the
foregoing Sublease, who 1s personally known to me or presented !

as
identification, and who executed the foregoing Sublease Agreement, in the presence of two

i
subscribing witnesses and they acknowledged before me that she executed the same

WITNESS my hand and official seal in the County and State last aforesaid this day of
,200_

1
Notary Public signature
My Commission Expires

STATE OF
COUNTY OF

I HEREBY CERTIFY that on this day, before me, an officer duly authorized in the State and
County aforesaid to take achnowledgments, personally appeared 'as the

and Representative of the Sublessor corporation 1n the foregoing Sublease, who s personally known to

, as 1dentification and he acknowliedged executing the same 1n

the presence of two subscribing witnesses freely and voluntarily under authority duly\ vested in him/her
by said corporation and that the seal affixed thereto 1s the true corporate seal of said corporation

WITNESS my hand and official seal in the County and State last aforesaid this day of
,200_

Notary Public signature
My Commussion Expires

1

}
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ATTACHMENT G
ADDENDUM TO FOOD SYSTEMS UNLIMITED, INC
DISCLOSURE DOCUMENT REQUIRED BY THE STATE OF CALIFORNIA

CALIFORNIA APPENDIX l
Califormia Bustness and Professions Code Sections 20000 through 20043 provide rights to you
concerning termination or non-renewal of a franchise If the Franchise Agreement or

Development Agreement contains provisions that are inconsistent with the law, the law wll
control !

The Franchise Agreement and Development Agreement provide for termination upon
bankruptcy This provision may not be enforceable under Federal Bankruptcy Law(I1USCA
Sec 101 et seq)
The Franchise Agreement and Development Agreement contain covenants not to compete which
extend beyond the termination of the agreements These provisions may not be enforceable
under California law

|
Section 31125 of the California Corporation Code requires the franchisor to provide you with a
disclosure document before asking you to agree to a material modifi catlon of an existing
franchise

|
Neither the franchisor, any person or franchise broker in Item 2 of the Disclosure Document 1s
subject to any currently effective order of any national securities association or national
securities exchange, as defined in the Securities Exchange Act of 1934, 15 U lS CA 79aetseq,
suspending or expelling such persons from membership in such association or exchange

The franchise agreement requires binding arbitration The arbitration will occur 1n Florida with
the costs being borne by the franchisee and franchisor Prospective franchisees are encouraged
to consult private legal counsel to determine the applicability of California and federal laws
(such as Business and Professions Code Section 20040 5 Code of Civil Procedure Section 1281,

and the Federal Arbitration Act) to any provisions of a franchise agreement restricting venue to a
forum outside the State of Califorma

The Franchise Agreement and Development Agreement require application of the laws of
Florida This provision may not be enforceable under Califorma law

You must sign a general release 1f you renew or transfer your franchise California Corporation
Code 31512 voids a waiver of your rights under the Franchise Investment Law (Califorma
Corporations Code 31000 through 31516) Business and Professions Code 20010 voids a waiver

of your rights under the Franchise Relations Act (Business and Professions Code 20000 through
20043)

THE CALIFORNIA FRANCHISE INVESTMENT LAW REQUIRES THAT A'COPY OF ALL
PROPOSED AGREEMENTS RELATING TO THE SALE OF THE FRANCHISE BE
DELIVERED TOGETHER WITH THE DISCLOSURE DOCUMENT



10

The Franchise Agreement contains a hiquidated damages clause Under California Civil Code

Section 1671, certain iquidated damages clauses are unenforceable

11

OUR WEBSITE, www foodsystemsunlimited com, HAS NOT BEEN REVIEWED OR

APPROVED BY THE CALIFORNIA DEPARTMENT OF BUSINESS OVERSIGHT
ANY COMPLAINTS CONCERNING THE CONTENT OF THIS WEBSITE MAY BE
DIRECTED TO THE CALIFORNIA DEPARTMENT OF BUSINESS OVERSIGHT at

www dbo ca gov

\

IN WITNESS WHEREOF, the parties hereto have duly executed, sealed and delivered this

Addendum dated this

ATTEST

day of

20

Witness

Witness
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FOOD SYSTEMS UNLIMITED, INC

By
Name
Title

FRANCHISEE l




ATTACHMENT G

ADDENDUM TO THE FOOD SYSTEMS UNLIMITED, INC DISCLOSURE DOCUMENT,
FRANCHISE AGREEMENT AND DEVELOPMENT AGREEMENT
REQUIRED BY THE STATE OF ILLINOIS

[
1 The following item 15 required to be included within the Disclosure Document and shall
be deemed to supersede the language that 1s in the Disclosure Document 1tself

Section 4, Jurisdiction and Venue, of the Illinois Franchise Disclosure Act (“Act™) dictates
that “any provision 1n the franchise agreement which designates jurisdiction or venue in a
forum outside of this State 1f void with respect to any cause of action which otherwise is
enforceable in this State, provided that a franchise agreement may provide for arbitration in a
forum outside of this State™ Therefore, the Act supersedes any contrary provisions
contamned 1n the Franchise Agreement and Area Development Agreement and Software
License Agreement

2 Ilhinois law governs the Franchise Agreement and Area Development! Agreement

3 Any releases and/or waivers that the Franchisor requests the Franchisee to sign must
conform with Section 41, Waivers Void, of the Illinois Franchise Disclosure Act which dictates that “any
condition, stipulation, or provision purporting to bind any person acquiring any franchise to waive
compliance with any provision of this Act or any other law of this State 1s vood This Section shall not
prevent any person from entering into a settlement agreement or executing a general release regarding
potential or actual lawsuit filed under any of the provisions of this Act, nor shall it prevent the arbitration
of any claim pursuant to the provisions of Title 9 of the Umited States Code ”

1

4 Item 17(g) of the Disclosure Document, Article XVII of the Franchise Agreement and
Article VII of the Area Development Agreement are amended by changing the time frame to cure
defaults, excluding defaults for safety or security issues, to thirty days I

5 Under Illinois law at 200 608, Jurisdiction and Venue, a franchise algreement may not
provide for a choice of law of any state other than lllinois Accordingly, Items 17(v) and (w) are
amended to state “Illinois law” The appropriate sections of the Franchise Agreement and Area
Development Agreement are amended accordingly !

IN WITNESS WHEREOF, the parties hereto have duly executed, sealed and dehivered this

Addendum dated this day of ,20_

ATTEST FOOD SYSTEMS UNLIMITED, INC
By

Witness Name
Title
FRANCHISEE

Witness
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ATTACHMENT G

STATE ADDENDUM TO THE DISCLOSURE DOCUMENT, FRANCHISE AGREEMENT
AND DEVELOPMENT AGREEMENT FOR THE STATE OF INDIANA

To be added to Item 3 of the Disclosure Document 1s the following statement

There are presently no arbitration proceedings to which the Franchisor is

a party '
2 Item 17 of the Disclosure Document 1s amended to reflect the requirement under Indiana
' | Code 23-2-2 7-1 (9), which states that any post term non-compete covenant must not
! extend beyond the franchisee’s exclusive territory \
l 3 Item 17 1s amended to state that this 1s subject to Indiana Code 23-2-% 7-1 (10)
4 Under Indiana Code 23-2-2 7-1 (10), jurisdiction and venue must be in Indiana if the
franchisee so requests This amends Article XX of the Franchise Agreement and Article
XV of the Development Agreement
5 Under Indiana Code 23-2-2 7-1 (10), franchisee may not agree to waive any claims or
! rights ,
| 1
|
IN WITNESS WHEREOF, the parties hereto have duly executed, sealed and dehvered this
i Addendum dated this day of ,20
o '
ATTEST FOOD SYSTEMS UNLIMITED, INC
1
By :
P Witness Name
I Title
t
\ i
FRANCHISEE
L Witness
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ATTACHMENT G TO THE FRANCHISE AGREEMENT
|

ADDENDUM TO THE FOOD SYSTEMS UNLIMITED, INC
FRANCHISE DISCLOSURE DOCUMENT REQUIRED BY THE STATE OF MARYLAND

1 The provision contained in the termination sections of the Franchise Agreement may not
be enforceable under federal bankruptcy law (11 U S C Section 101 et seq ) '

2 The Franchise Agreement shall be amended at the sections dealing with the issuance of
general releases to the effect that the general release required as a condition of renewal and/or
assignment/transfer are not intended to nor shall they act as a release, estoppel or waiver of any hability
under the Maryland Franchise Registration and Disclosure Law

3 The Maryland Franchise Registration and Disclosure Law prohibits a franchisor from
requiring a prospective franchisee to assent to any release, estoppel or waiver of lability as a condition
of purchasing a franchise Any disclaimer regarding the occurrence and/or acknowledgment of the non-
occurrence of acts that would constitute a violation of the Franchise Law in order to purchase the

franchise are not intended to nor shall they act as a release, estoppel or waiver of any hability incurred
under the Maryland Franchise Registration and Disclosure Law

4 Article XX of the Franchise Agreement 1s amended to state that the hmitation of claims
provisions shall not act to reduce the 3-year statute of limitations afforded a franchisee for bringing a
claim arising under the Maryland Franchise Registration and Disclosure Law )

5 Article XX of the Franchise Agreement 1s hereby amended to state that the Franchise
Agreement requires binding arbitration, the site of which is 1n the state of Florida, thé costs of which are
borne by the parties equally and any 1ssues not decided by arbitration may be brought in a court of
competent jurisdictton However, according to the Maryland Franchise Registration and Disclosure Law,

a may bring a lawsuit n Maryland for claims anising under the Maryland Franchisg Registration and
Disclosure Law

6 The Franchisee Disclosure Acknowledgement Statement, Exhibit C to the Franchise
Agreement, 1s amended to state that all representations requiring prospective franchisees to assent to a
release, estoppel or watver of hability are not intended to nor shall they act as a release, estoppel or
waiver of any liability incurred under the Maryland Franchise Registration and Dlsclosqre Law

IN WITNESS WHEREOF, the parties hereto have duly executed, sealed and delivered this

Addendum dated this day of ,20

ATTEST FOOD SYSTEMS UNLIMITED, INC "
By

Witness Name |
Title
FRANCHISEE

Witness

I
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ADDENDUM TO THE FOOD SYSTEMS UNLIMITED, ]]\|IC
DISCLOSURE DOCUMENT
FOR THE STATE OF MICHIGAN '

THE STATE OF MICHIGAN PROHIBITS CERTAIN UNFAIR PROVISIONS THAT ARE
SOMETIMES IN FRANCHISE DOCUMENTS [F ANY OF THE FOLLOWING PROVISIONS ARE
IN THESE FRANCHISE DOCUMENTS, THE PROVISIONS ARE VOID AND CANNOT BE
ENFORCED AGAINST YOU

(A) A PROHIBITION ON THE RIGHT OF A FRANCHISEE TO JOIN' AN ASSOCIATION
OF FRANCHISEES

(B) A REQUIREMENT THAT A FRANCHISEE ASSENT TO A RELEASE,
ASSIGNMENT, NOVATION, WAIVER, OR ESTOPPEL WHICH DEPRIVES A FRANCHISEE OF
RIGHTS AND PROTECTIONS PROVIDED IN THIS ACT THIS SHALL NOT PRECLUDE A
FRANCHISEE, AFTER ENTERING INTO A FRANCHISE AGREEMENT, FROM SETTLING ANY
AND ALL CLAIMS !

!

© A PROVISION THAT PERMITS A FRANCHISOR TO TERMINATE A FRANCHISE
PRIOR TO THE EXPIRATION OF ITS TERM EXCEPT FOR GOOD CAUSE GOOD CAUSE
SHALL INCLUDE THE FAILURE OF THE FRANCHISEE TO COMPLY WITH ANY LAWFUL
PROVISION OF THE FRANCHISE AGREEMENT AND TO CURE SUCH FAILURE AFTER BEING
GIVEN WRITTEN NOTICE THEREOF AND A REASONABLE OPPORTUNITY, WHICH IN NO
EVENT NEED BE MORE THAN 30 DAYS, TO CURE SUCH FAILURE !

(D) A PROVISION THAT PERMITS A FRANCHISOR TO REFUSE TO RENEW A
FRANCHISE WITHOUT FAIRLY COMPENSATING THE FRANCHISEE BY REPURCHASE OR
OTHER MEANS FOR THE FAIR MARKET VALUE AT THE TIME OF EXPIRATION OF THE
FRANCHISEE’S INVENTORY, SUPPLIES, EQUIPMENT, FIXTURES, AND' FURNISHINGS
PERSONALIZED MATERIALS WHICH HAVE NO VALUE TO THE FRANCHISOR AND
INVENTORY, SUPPLIES, EQUIPMENT, FIXTURES, AND FURNISHINGS NOT REASONABLY
REQUIRED IN THE CONDUCT OF THE FRANCHISE BUSINESS ARE NOT SUBJECT TO
COMPENSATION THIS SUBSECTION APPLIES ONLY IF (1) THE TERM OF THE FRANCHISE
IS LESS THAN FIVE YEARS, AND (1) THE FRANCHISEE IS PROHIBITED BY THE FRANCHISE
OR OTHER AGREEMENT FROM CONTINUING TO CONDUCT SUBSTANTIALLY THE SAME
BUSINESS UNDER ANOTHER TRADEMARK, SERVICE MARK, TRADE NAME, LOGOTYPE,
ADVERTISING, OR OTHER COMMERCIAL SYMBOL IN THE SAME AREA SUBSEQUENT TO
THE EXPIRATION OF THE FRANCHISE OR THE FRANCHISEE DOES NOT RECEIVE AT LEAST
SIX MONTHS’ ADVANCE NOTICE OF FRANCHISOR’S INTENT NOT TO RENEW THE
FRANCHISE

(E) A PROVISION THAT PERMITS THE FRANCHISOR TO REFUSE'TO RENEW A
FRANCHISE ON TERMS GENERALLY AVAILABLE TO OTHER FRANCHISEES OF THE SAME
CLASS OR TYPE UNDER SIMILAR CIRCUMSTANCES THIS SECTION DOES NOT REQUIRE A
RENEWAL PROVISION |

F) A PROVISION REQUIRING THAT ARBITRATION OR LITIGATION BE
CONDUCTED OUTSIDE THIS STATE THIS SHALL NOT PRECLUDE THE FRANCHISEE FROM
ENTERING INTO AN AGREEMENT, AT THE TIME OF ARBITRATION, TO CONDUCT
ARBITRATION AT A LOCATION OUTSIDE THIS STATE

(G) A PROVISION WHICH PERMITS A FRANCHISOR TO REFUSE TO PERMIT A
TRANSFER OF OWNERSHIP OF A FRANCHISE, EXCEPT FOR GOOD CAUSE  THIS
SUBDIVISION DOES NOT PREVENT A FRANCHISOR FROM EXERCISING A RIGHT OF FIRST
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REFUSAL TO PURCHASE THE FRANCHISE GOOD CAUSE SHALL INCLUDE, BUT IS NOT
LIMITED TO

I
(1) THE FAILURE OF THE PROPOSED TRANSFEREE TO MEET THE
FRANCHISOR’S THEN-CURRENT REASONABLE QUALIFICATIONS OR STANDARDS

(n) THE FACT THAT THE PROPOSED TRANSFEREE IS A COMPETITOR OF
THE FRANCHISOR OR SUBFRANCHISOR

()  THE UNWILLINGNESS OF THE PROPOSED TRANSFEREE TO AGREE IN
WRITING TO COMPLY WITH ALL LAWFUL OBLIGATIONS l

(v)  THE FAILURE OF THE FRANCHISEE OR PROPOSED TRANSFEREE TO
PAY ANY SUMS OWING TO THE FRANCHISOR OR TO CURE ANY DEFAULT IN THE
FRANCHISE AGREEMENT EXISTING AT THE TIME OF THE PROPOSED TRANSFER

(H) A PROVISION THAT REQUIRES THE FRANCHISEE TO RESELL TO THE
FRANCHISOR ITEMS THAT ARE NOT UNIQUELY IDENTIFIED WITH THE FRANCHISOR
THIS SUBDIVISION DOES NOT PROHIBIT A PROVISION THAT GRANTS TO A FRANCHISOR
A RIGHT OF FIRST REFUSAL TO PURCHASE THE ASSETS OF A FRANCHISE ON THE SAME
TERMS AND CONDITIONS AS A BONA FIDE THIRD PARTY WILLING AND ABLE TO
PURCHASE THOSE ASSETS, NOR DOES THIS SUBDIVISION PROHIBIT A PROVISION THAT
GRANTS THE FRANCHISOR THE RIGHT TO ACQUIRE THE ASSETS OF A FRANCHISE FOR
THE MARKET OR APPRAISED VALUE OF SUCH ASSETS IF THE FRANCHISEE HAS
BREACHED THE LAWFUL PROVISIONS OF THE FRANCHISE AGREEMENT AND HAS FAILED
TO CURE THE BREACH IN THE MANNER PROVIDED IN SUBDIVISION (C)

M A PROVISION WHICH PERMITS THE FRANCHISOR TO DIRECTLY OR
INDIRECTLY CONVEY, ASSIGN, OR OTHERWISE TRANSFER ITS OBLIGATIONS TO FULFILL
CONTRACTUAL OBLIGATIONS TO THE FRANCHISEE UNLESS PROVISION HAS BEEN MADE
FOR PROVIDING THE REQUIRED CONTRACTUAL SERVICES

THE FACT THAT THERE IS A NOTICE OF THIS OFFERING ON FILE WITH THE
ATTORNEY GENERAL DOES NOT CONSTITUTE APPROVAL, RECOMMENDATION, OR

ENDORSEMENT BY THE ATTORNEY GENERAL |

IN WITNESS WHEREOF, the parties hereto have duly executed, sealed and dellvered this

Addendum dated this day of ,20
ATTEST FOOD SYSTEMS UNLIMITED, INC
|
By
Witness Name '
Title l
FRANCHISEE

Witness '
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ATTACHMENT G |

ADDENDUM TO THE FOOD SYSTEMS UNLIMITED, INtC
FRANCHISE DISCLOSURE DOCUMENT

REQUIRED BY THE DEPARTMENT OF LAW OF THE STATE OF NEW YORK

The following Items are required to be included within the Disclosure Document and shall be
deemed to supersede the language in the Disclosure Document itself

3 LITIGATION |
Neither the Franchisor, its Predecessor nor any person listed under Item 2 of an affiliate offering
franchises under Franchisor’s principal trademark

(A) has an administrative, cniminal or civil action pending against that person alleging a
felony, a violation of a franchise, antitrust or securities law, fraud, embezzlement,
fraudulent conversion, misappropriation of property, unfair or deceptlve practices, or
comparable civil or misdemeanor allegations

t

(B) has been convicted of a felony or pleaded nolo contendere to a felony charge or, within
the ten year period immediately preceding the application for registration, has been
convicted of or pleaded nolo contendere to a misdemeanor charge or has been the subject
of a civil action alleging violation of a franchise, anti-fraud or securities law, fraud,
embezzlement, fraudulent conversion or misappropriation of property, unfairr or
deceptive practices, or comparable allegations

|

©) 1s subject to a currently effective injunctive or restrictive order or decree relating to the
franchise, or under a Federal, State or Canadian franchise, securities, antitrust, trade
regulation or trade practice law, resulting from a concluded or pending action or
proceeding brought by a public agency, or 1s subject to any currently' effective order of
any national securities association or national securities exchange, as defined in the
Securities and Exchange Act of 1934, suspending or expelling such person from
membership 1n such association or exchange, or 1s subject to a currently effective
injunctive or restrictive order relating to any other business activity ,as a result of an
action brought by a public agency or department, including, without llmltatlon actions

affecting a license as a real estate broker or sales agent
!

4 BANKRUPTCY

Neither the Franchisor, its affihate, 1ts predecessor, officers, or general partner during the ten
year pertod immediately before the date of the disclosure document (a) filed as debtor (or had filed
against it) a petition to start an action under the U S Bankruptcy Code (or any comparable foreign law),
(b) obtained a discharge of 1ts debts under the bankruptcy code, or (¢) was a principal officer of a
company or a general partner in a partnership that either filed as a debtor (or had filed against 1t) a
petition to start an action under the U S Bankruptcy Code or that obtained a discharge of its debts under
the US Bankruptcy Code during or within one year after the officer or general partner of the Franchisor
held this position in the company or partnership
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IN WITNESS WHEREOF, the parties hereto have duly executed, sealed and delivered this

Addendum dated this day of

,20

ATTEST

Witness

Witness

Asian Chao/fa 13
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FOOD SYSTEMS UNLIMITED, INC

|
By |

Name ‘
Title

FRANCHISEE '




EXHIBIT A
GUARANTY ‘

The undersigned, [COMPANY], a corporation, [INDIVIDUAL], and
his/her spouse (current or future), jointly and severally, in consideration of the subleasing and franchise
assignments of the demised premises described in the foregoing Sublease Agreement and Franchise
Agreement by and between FOOD SYSTEMS UNLIMITED, INC, as “Sublessor and Franchisor”, and
[COMPANY], as “Sublessee and Franchisee”, do covenant and agree as follows

t
WITNESSTH

WHEREAS, [COMPANY] 1s desirous of becoming the Sublessee and Franchisee to own and
operate an Asian Chao Restaurant at (“Location™), and

WHEREAS, [COMPANY] and all shareholders will corporately and personally guarantee all
obligations under the Sublease Agreement and Franchise Agreement for the Location, and

IN CONSIDERATION of the mutual covenants set forth below, and other valuable
consideration acknowledged, '
[

MUTUALLY COVENANTED AND AGREED as follows

| The undersigned each do hereby absolutely, unconditionally and irrevocably guarantee
the faithful and timely payment and performance by Sublessee and Franchisee of all payments, covenants
and other obligations of Sublessee and Franchisee pursuant to the Sublease Agreement and Franchise
Agreement In the event of any default of any nature by Sublessee and Franchisee, each of the
undersigned, jointly and/or individually, on demand of Sublessor and Franchisor, shallpay any sums due,
or perform any other covenant or obligation, which Sublessee and Franchisee 1s obligated to pay or
perform, including payment of interest, costs and/or attorney’s fees as provided in the Sublease
Agreement and Franchise Agreement

2 The obligations of the undersigned are independent of, and may exceed, the obligations
of Sublessee and Franchisee A separate action or actions, at Sublessor and Franchisor option, may be
brought against the undersigned, whether or not any action 1s first or subsequently brought against
Sublessee and Franchisee, or whether Sublessee and Franchisee 1s jomned in any such action, and the
undersigned may be jomned 1n any action or proceeding commenced by Sublessor and Franchisor against
Sublessee and Franchisee arising out of, in connections with or based upon the Sublease Agreement and
Franchise Agreement

3 The guarantees of [COMPANY], [INDIVIDUAL)], and spouse (current or future) shall
remamn n full force and effect and shall not be discharged in whole or in part notwithstanding any
alteration, renewal, extension, modification, amendment, assignment or sub-subletting, and shall apply to
all obligations of the Sublessee and Franchisee under and pursuant to the Sublease Agreement and
Franchise Agreement, including upon termination This guarantee shall apply to all obligations of
Sublessee and Franchisee pursuant to the Sublease Agreement and Franchise Agreement as the same may
be altered, renewed, extended, modified, amended, assigned or sub-sublet

4 Obligations of the undersigned shall remain fully binding although' Sublessor and
t
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Franchisor may have waived one or more defaults by Sublessee and Franchisee,' extended the time of
performance by Sublessee and Franchisee, and/or released Sublessee and Franchisee for the performance

of its obhigations under the Sublease Agreement and Franchise Agreement or terminate the Sublease

Agreement and Franchise Agreement |

|
5 These guarantees shall remain 1n full force and effect, not withstanding the institution, by

or against Sublessee and Franchisee, of bankruptcy, reorganization, readjustment receivership or
insolvency proceedings of any nature

}

6 Any default by [COMPANY] of any agreement between [COMPANY] and [Master
Leaseholder] or FOOD SYSTEMS UNLIMITED, INC may be regarded as a default under this
guarantee “Any Agreement” for purposes of this paragraph 6 shall include, but not be limited to, any
lease, sublease, franchise agreement, development agreement, construction agreement, purchase
agreement, security agreement, promissory note, and any other agreement between [Master Leaseholder)
or FOOD SYSTEMS UNLIMITED, INC 1n any capacity and AB BING, INC 1n any capacity Any
default under any agreement by [COMPANY] for these locations or any future locations may be regarded
as a default under all Agreement between the parties In all such events, [Master Leaseholder] or FOOD

SYSTEMS UNLIMITED, INC shall have rights and remedies allowed in law or equ1ty, with no such
rights and/or remedies being exclusive of any other

7 The Parties will be responsible for their respective legal fees And each Party waives any
claim against other Party for payment of same '

8 The vahdity, interpretation and construction of this guarantee shall be governed by the
laws of Seminole County in the State of Florida Any suit or other legal action shall be imitiated, filed
and maintained 1n the Court of appropriate jurisdiction The parties hereby waive trail by jury in any
action, proceeding or counterclaim brought by any person or entity with respect to any matter arising out
of or 1n any way connected with the Sublease Agreement, Franchise Agreement and/or this guarantee

|
IN WITNESS WHEREOF, the undersigned have executed this guarantee effective the

__ day

of ,20 l

WITNESSES GUARANTORS ]
[COMPANY] |
By

Print Name Its

|

PERSONAL GUARANTORS l

Print Name , Indtvidually

As to SS#

Print Name

Spouse, Individually
As to Spouse SS#
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EXHIBIT B TO THE FRANCHISE AGREEMENT

Participating Franchisee Beverage Marketing Agreement
For the Beverage Marketing Agreement between
Food Systems Unlimited, Inc (“FSUI”) and
Coca-Cola North America FoodService ("CCF"), a division of The Coca-Cola Company dated
September 21, 2007 (the “Agreement”)

t

CCF offers a marketing and equipment program to FSUI and its franchisees (the “System™) as described in the
above-referenced Agreement This letter (“Participation Letter”) will confirm that the FSUI authorized franchisee
or licensee set forth in the signature line below (“Participating Franchisee”) will participate in CCF’s program as
detailed 1n the Agreement Franchisees will not be deemed to have elected to participate in CCF’s program until the
Participation Letter 1s signed by the Participating Franchisee Participating Franchisee will only sell CCF’s fountain
beverages 1n the outlets owned or operated by the Participating Franchisee (the “Participating Franchised Outlets™)
Participating Franchisee further agrees not to serve any PepsiCo brands beverages or any competitive cola products
1n bottles, cans or other packaging in the Participating Franchised Outlets

By signing this agreement, Participating Franchisee further authorizes CCF to pay to FSUI funding available to FSUI
and 1its Participating Franchisees in connection with the purchase and promotion of CCF fountain beverages and the
equipment and service of fountain beverage equipment In order to increase the value of System-wide promotional
activities and to defray the cost of participation in such activities, Participating Franchisee hereby authorizes CCF to

pay directly to FSUI on 1ts behalf the funding eamed on purchases of CCF fountain syrups for Participating
Franchisee

As part of the CCF program, Participating Franchisee will lease fountain beverage dispensing equipment from CCF
without charge The equipment provided by CCF will at all imes remain the property of CCFiand 1s subject to the
terms and conditions of CCF's standard lease agreement, except that no lease charge will be assessed The Lease

terms are attached as Exhibit “A” and are a part of this Participation Letter, except as specifically changed by the
Agreement

Neither party shall disclose to any third party without the prior written consent of the other party, any information
concerning this Participation Letter or the Agreement between FSUI and CCF, or the transactions contemplated
hereby, except for disclosure to any franchisors, employees, attorneys, accountants and consultants nvolved 1n
assisting with the negotiation and closing of the contemplated transactions, or unless such disclosure 1s required by
law A party that makes a permitted disclosure must obtain assurances from the party to whom disclosure 1s made
that such party will keep confidential the information disclosed '

1
This Partictpation Letter is effective as of the first day of the month in which it 1s signed by Participating Franchisee,
and will continue until the Agreement between FSUI and CCF has expired

Agreedtothis  day of ,20 Agreed to this ____ day of ,20
COCA-COLA NORTH AMERICA FOODSERVICE

(FRANCHISEE LEGAL NAME)
Ben Shanley (SIGNATURE)
East Region, Vice President NAME

TITLE |
ADDRESS |

PHONE I
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EXHIBIT “A”
COCA-COLA FOUNTAIN EQUIPMENT LEASE AGREEMENT

1 LEASE AGREEMENT AND TERM The Coca Cala Company through its
Coca Cola North Amernica division, ( Company ) hereby leases to the account
(Lessee) all fountain beverage dlsdpensm% equipment provided to Lessee (the
Equipment ) subject to the terms and conditions set forth In this Lease Agreement
Unless otherwise agreed in wnting the Equipment shall also include where applicable
all permanent mercl andusmg menu boards refnigeration units 1ce makers and water
filtraton equipment installed by Company on Lessees premises Each piece of
Equipment Is leased commencing on its installation date (the Commencement Date )
Lessee may request the removal of any Equipment upon thirty (30) days prior wntten
notice to Company Removal of Equipment will not affect the term of any other
agreement between the parties If this Lease s terminated with respect to anz' piece of
Equipment for any reason pnor to 100 months from the Commencement Date for that
iece of Equipment Lessee will pay Company the actual cost of removal of that
quipment as well as the unamortized portion of the costs of (1) installatton (i) non
senalized parts (e g pumps racks and regulators) and other ancma?' equipment ﬂ")
remanufacturing and (iv) standard shipping and handling charges The terms of this
Lease will continue in effect with respect to each piece of Equipment untl the
Equipment has been removed from Lessee s premises and will survive the expiration
or termination of any other agreement between the parties

2 RENT FOR THE EQUIPMENT [DELETED]

3 TITLE TO THE EQUIPMENT Title to the Equipment 1s and will at all times
remain vested in Company Lessee will have no nght title or interest n or to the
Equipment except the nght to quiet use of the Equipment in the ordinary course of its
business as provided in this Lease Lessee shall execute such title documents
financing statements fixture filings certificates and such other instruments an

documents as Company shall reasonably request to ensure to Company's satisfaction
the protection of Companys titie to the Equipment and Companys interests and
benefits under this Lease Lessee shall not transfer pledge lease sell hypothecate
mortgage assign or in any other way encumber or dispose of any of the Equipment
THE PARTIES AGREE AND LESSEE WARRANTS THAT THE EQUIPMENT IS
AND WILL AT ALL TIMES REMAIN PERSONAL PROPERTY OF COMPANY
NOTWITHSTANDING THAT THE EQUIPMENT OR ANY PART THEREOF MAY
NOW BE OR HEREAFTER BECOME IN ANY MANNER AFFIXED OR ATTACHED
TO OR EMBEDDED IN OR PERMANENTLY RESTING UPON REAL PROPERTY
OR IMPROVEMENTS ON REAL PROPERTY Lessee may perform ordinary
maintenance and repairs to the Equipment as reimred by this Lease but shall not
make any alterations additons or improvements to the Equipment without the prior
wntten consent of Company All parts added to the Equipment through alterations
repairs additions or improvements will constitute accessions to and will be considered
an item of the Equipment and title to such will immediately vest in Company Lessee
agrees that Company may transfer or assign all or any part of Company s nght title
and nterest in or to any Equipment (in whole or in part) and this Lease and any
amounts due or to become due to any third party ( Assignee ) for any reason Upon
receipt of wntten notice from Compan¥‘ of such assignment Lessee shall perform all its
obligations with respect to anx such Equipment for the benefit of the applicable
Assignee and If so directed shall pay all amounts due or to become due hereunder
directly to the applicable Assignee or to any other party designated by such Assignee

4 USE OF EQUIPMENT Lessee acknowledges that the rent does not fully
compensate Company for its expenses concerning its research and development
efforts desxgned fo improve fountam equnEment or in providing the Equipment to
Lessee and that Company provides the Equipment to Lessee for the purpose of
dispensing Company products Therefore Lessee agrees that if the Equipment 1s a
fountain beverage dispenser then the Equipment will be used for the purpose of
dispensing fountain beverage products of Company such as Coca Cola® classic (or
Coke®) diet Coke® and Sprite® with the understanding that if the dispenser has four
(4) or more valves one (1) valve may be used at Lessee s option for dispensing one
gl) non Company non cola fountain beverage product provided that no product of
epsiCo Inc or of an affiliate thereof may be dispensed Lessee further agrees not to
dispense anr product whose é)ungenc could affect normal operation of the
Eq#npment n accordance with Company's Fair Share Policy Company will have the
nght to additional rent If any valve 15 used for a non Company beverage (Including
water) at a rate of not less than $45 per dispenser per year If the Equipment 1s a
gump for bag 1n box or similar container such pump may be used only to dispense
ompany products If the Equipment s other than a fountain beverage dispenser or a
Eump then it will be used only In a location where fountain beverage products of
ompany are served and where no fountain beverage products of PepsiCo Inc or an
e&ﬁhate of PepsiCo Inc are served This Section 4 shall not apply within the State of
Isconsin

5 INSPECTION AND NOTIFICATION Company shall have the nght dunng Lessee s
regular business hours to inspect the Equipment at Lessee s premises or wherever the
Equipment may be located and to review all records that relate to the Equipment.
Lessee shall promptly notfy Company of all detalls ansing out of any change n
location of the Equipment” any alleged encumbrances thereon or any accident
allegedly resulting from the use or operation thereof

6 WARRANTY DISCLAIMER LESSEE ACKNOWLEDGES THAT COMPANY
1S NOT A MANUFACTURER OF THE E8UIPMENT AND THAT COMPANY HAS
MADE NO AN NATURE WHATSOE

REPRESENTATIONS HATSOEVER
PERTAININ EQUIPMENT OR IT ETHE
EXPRESS OR IMPLIED INCLUDING (WITHOUT LIMlTATlONX ANY IMPLIED
WA MERCHANTABILITY OR R A PARTICULAR

R WA TIES RELATING TO THE DESIGN
CONDITION, QUALITY CAPACITY MATERIAL OR WO NSHIP OF THE
EQUIPME R ITS NCE, OR ANY WARRANTY AGAINST
NTERFERENCE OR INFRIN OR ANY NTY ESPECT
TO PATENT RIGHTS, IF ANY, PERTAINING TO THE EQUIPMENT COMPANY
HAL E RESPONSIBLE FOR ANY LOSS OF PROFITS, ANY DIRECT

Y
WHATSOEVER, RESULTING FROM THE DELIVERY, INSTALLATION
%A_?PEKE]R'!\ENB{QEICE OPERATIONS SERVICE OR USE OF ANY EQUIPMENT OR

7 TAXES Lessee shall pay all assessments license fees taxes (including sales
uﬁe ‘gxmse personil Prc;]peny a? valofrem stamp t‘:Itocumgntary and otrl"neé\ taxes) ag‘d
all other governmental charges fees fines or penaities whatsoever whether payable
bz Company or Lessee on or relating to the Equipment or the use registration  rental
Eelapsn;ent transportation delivery or operation thereof and on or relating to this

8 MAINTENANCE AND REPAIRS If Lessee elects to use one valve to dispense
one (1) non Company beverage pursuant to Section 4 Company may charge for its
costs of servicing such valve In accordance with Company's Fair Share Policy at a rate
of not less than $25 per outlet per year Lessee shall at its expense keep the
Equipment in good condition repair and working order Lessee shall pay all costs

incurred in connection with the shipment use operation ownership or possession of
the Equipment dunng the term of this Lease Lessee s sole recourse against Company
with respect to service provided by Company or its agents to the Equipment s that
Company will correct any defective workmanship at no additional charge to Lessee

rovided that Company s given prompt notification of any defective workmanship

ompany shall not be otherwise liable for negligent acts or omissions committed in
regard to maintenance or repair of the Equipment and assumes no responsibility for
incidental consequential or special damages occasioned by such negligent acts or
omissions

9 RISK OF LOSS All nsk of loss including damage theft or destructon to each
item of Equipment will be bore by Lessee No such loss damage theft or destruction
of Equipment in whole or in part will impair the obligations of Lessee under this
Lease all of which will continue n full force and effect.

10 INDEMNITY Lessee shall indemnify Company and Company’s officers agents
employees directors, shareholders affilates successors and assng'ns (hereinafter the
Indemnified Partes ) against and hold Indemnified Parties wholly harmless from any
and all claams actions suits proceedings demands damages and liabilities of
whatever nature and all costs and expenses including without imitation Com ant‘s
reasonable attorneys fees and expenses relating to or in any way arising out of &) e
ordenng delivery rejection installation t5:1urchase leasing maintenance possession
use operation control or disposition of the E uipment or any portion thereof (bz any
act or omussion of Lessee lncludm%_ but not limited to any loss or damage to or
sustained by Company ansing out of Lessee s fallure to comply with all the terms and
conditions of this Lease, (c) any claims for iability in tort with respect to the Equipment
excepting only to the degree such claims are the result of Companys negligent or
mllh‘:_ acts e provisions of this Section 10 will survive termination and expiration of
1s Lease

11 DEFAULT The occurrence of any of the following will constitute a Default by
Lessee () nonpayment by Lessee when due of any amount due and payable under
this Lease (b) failure of Lessee to comply with any provision of this Lease” and failure
of Lessee to remedy cure or remove such failure within ten (10) days after receipt of
written notice thereof from Compan¥ (c) any statement representation or warrant of
Lessee to Company at any time that 1s untrue as of the date made (d) Lessees
becoming insolvent or unable to pay its debts as they mature or Lessee making an
assignment for the benefit of creditors or any proceeding whether voluntary or
involuntary beln? instituted by or against Lessee alle?mg that Lessee 1s insolvent or
unable to pay its debts as they mature (e) appointment of a recewer liquidator
trustee custodian or other similar official for any of the Equipment or for any property in
which Lessee has an interest (f) seizure of any of the Equipment (gf defauit by
Lessee under the terms of any note document agreement or instrument evidencing
an obligation of Lessee to Company or to any affilate of Company whether now
existing or hereafter ansing (h) Lessee taking any action with respect to the
lquidation dissolution winding up or otherwise discontinuing the conduct of its
business (1) Lessee transfernng all or substantially all of its assets to a thurd party or
() the transfer conveyance assignment or pledge of a controling nterest or
ownership of Lessee to a third party without Company’s prior wntten consent

12 OPTION TO ACCELERATE AT WILL If at any tme Company in good faith
believes that the prospect for Lessee s payment or other performance under this Lease
1s impaired Compan\‘ may demand immediate payment of all rents due and scheduled
to come due dunng the remainder of the Lease term  All future rent accelerated under
this or any otherdprowsmn of this Agreement will be discounted to present value which
will be computed at a discount rate of five (5) percent Failure of Lessee to make full
payment within thirty (30) days of its receipt of the demand for accelerated rent will
constitute a Default” by Lessee as defined in Section 11

13 REMEDIES Upon the occurrence of any Default or at any time thereafter
Company may terminate this Lease as to any or all items of Equipment may enter
Lessee s premises and retake possession of the Equipment at Lessee s expense and
will have all other remedies at law or in equity for breach of the Lease Lessee
acknowledges that in the event of a breach of Sections 4 or 5 or a failure or refusal of
Lessee to relinquish possession of the Equipment in breach of this section following
termination or Default Companys damages would be difficult or impossible to
ascertan and Lessee therefore agrees that Company will have the nght to an
ijunction in any court of competent junsdiction restraining said breach and granting
Company the nght to immediate possession of the Equipment

14 LIQUIDATED DAMAGES If Lessee acts in violation of the prohibitions described
in Section 3 of this Agreement or i1s unable or unwilling to return the Equipment to
Company in good workm? order normai usage wear and tear excepted at the
expiration or termination of the Lease Lessee shall pay as hquidated damages the
total of (i) the amount of past-due lease payments, discounted accelerated future
lease faayments and the value of Com ang; residual interest in the Equipment plus
(i) all 1ax indemnities associated with the Equipment to which Company would have
been entitled if Lessee had fully performed this Lease Flus ?lg costs interest and
aftorneys fees incurred by Company due to Lessee s viofation of Section 3 or its failure
to retum the Equipment to Company minus (iv) any proceeds or offset from the
release or sale of the Equipment by Company

15 OTHER TERMS Customer represents and warrants that it complies with all
apFllcable laws and reguiations and all appropnate practices with respect to food
safety including the storing preparation and serving of food Furthermore Customer
acknowledges and agrees to comply with all equipment manufactures specifications
and product dispensing and preparation instructions and specifications No failure by
Company to exercise and no delay in exercising any of Company's nghts hereunder
will operate as a wawer thereof nor shall any single or partial exercise of any right
hereunder preclude any other or further exercise thereof or of any other nghts IS
Lease constitutes the entire agreement of the parties and supersedes all prior oral and
written agreements between the parties governing the subject matter of this Lease
provided however that if Company and Lessee have entered into an agreement into
which this Lease 1s incorporated to the extent that any of the terms in this Lease
conflict with the terms set forth in that agreement the terms of the Marketing
Agreement will control No agreement will be effective to amend this Lease unless
such agreement 1S 1n wnung and signed by the party to be charged thereby Any
notices permitted or required by this Lease will be in"'wnting and mailed by certified
mail or hand delivered addressed to the respective addresses of the partes Al
claims actions or suits anising out of the Lease shall be litgated in courts in either the
State of Georgia or in the state of Lessee s ancrpal place of business Each party
hereby consents to the }unsdlctlon of any local state or federal court located within the
State of Georgia and/or the state of Lessees prncipal place of business _and
designates the Secretary of State of the State as its aaent for service of process THIS
LEASE WILL BE GOVERNED BY THE LAWS OF THE STATE OF GEORGIA Time
1s of the essence to each and all of the provisions of this Lease
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EXHIBIT C TO THE FRANCHISE AGREEMENT
FRANCHISEE DISCLOSURE ACKNOWLEDGMENT STATEMENT

As you know, Food Systems Unlimited, Inc (the “Franchisor”) and you are preparing to enter
into a franchise agreement (the “Franchise Agreement”) for the establishment and operation of a Maki of
Japan Restaurant Business (the “Franchised Business”) The purpose of this Questionnaire 1s to
determine whether any statements or promises were made to you by employees or authorized
representatives of the Franchisor, or by employees or authorized representatives of a broker acting on
behalf of the Franchisor (“Broker”) that have not been authorized, or that were not disclosed n the
Disclosure Document or that may be untrue, inaccurate or misleading The Franchisor, through the use
of this document, desires to ascertain (a) that the undersigned, individually and as a representative of any
legal entity established to acquire the franchise rights, fully understands and comprehends that the
purchase of a franchise 1s a business decision, complete with its associated risks, and |(b) that you are not

relying upon any oral statement, representations, promises or assurances during the negotiations for the
purchase of the franchise which have not been authorized by Franchisor

In the event that you are intending to purchase an existing Franchised Business from an existing
Franchisee, you may have recetved information from the transferring Franchisee, who 1s not an employee
or representative of the Franchisor The questions below do not apply to any communications that you

had with the transferring Franchisee Please review each of the following questions and statements
carefully and provide honest and complete responses to each |

1 Are you seeking to enter into the Franchise Agreement in connection with a purchase or
transfer of an existing Franchised Business from an existing Franchisee?

Yes No

2 I had my first face-to-face meeting with a Franchisor representative on
,20

3

I
Have you received and personally reviewed the Franchise Agreement, each addendum,
and/or related agreement provided to you?

Yes No

|
4 Do you understand all of the information contained in the Franchise Agreement, each
addendum, and/or related agreement provided to you?

Yes No

If no, what parts of the Franchise Agreement, any Addendum, and/or related aéreement do you
not understand? (Attach additional pages, 1f necessary )
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1
5 Have you received and personally reviewed the Franchisor’s Disclosure Document that
was provided to you?

|

Yes No

6 Did you sign a receipt for the Disclosure Document indicating the date you received 1t?
Yes No ’

7

Do you understand all of the information contained in the Disclosure Document and any
state-specific Addendum to the Disclosure Document?

|

\

If No, what parts of the Disclosure Document and/or Addendum do you not understand? (Attach
additional pages, i1f necessary )

Yes No

l

l

|
8 Have you discussed the benefits and risks of establishing and operating a Franchised
Business with an attorney, accountant, or other professional advisor?

Yes No

If No, do you wish to have more time to do so? '

Yes No

9 Do you understand that the success or failure of your Franchised Business will depend in
large part upon your skills and abilities, competition from other businesses, interest rates, inflation, labor

|
and supply costs, location, lease terms, your management capabilities and other economic, and business
factors?

Yes No

|

10 Has any employee of a Broker or other person speaking on behalf of the Franchisor made
any statement or promise concerning the actual or potential revenues, profits or operating costs of any
particular Franchised Business operated by the Franchisor or its franchisees (or of any group of such
businesses), that 1s contrary to or different from the information contained in the Disclosure Document?

|
Yes No |
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11 Has any employee of a Broker or other person speaking on behalf of the Franchisor made
any statement or promise regarding the amount of money you may earn in operlatmg the franchised
business that 1s contrary to or different from the information contained in the Disclosure Document?

1

Yes No

12 Has any employee of a Broker or other person speaking on behalf ofithe Franchisor made
any statement or promise concerning the total amount of\\revenue the Franchised Business will generate,
that 1s contrary to or different from the information contamed in the Disclosure Document?

Yes No

13 Has any employee of a Broker or other person speaking on behalf of the Franchisor made
any statement or promise regarding the costs you may incur n operating the Franchised Business that 1s
contrary to or different from the information contained in the Disclosure Document?

t

Yes No

1

14 Has any employee of a Broker or other person speaking on behalf of the Franchisor made

any statement or promise concerning the likelthood of success that you should or mlght expect to achieve
from operating a Franchised Business?

Yes No

15 Has any employee of a Broker or other person speaking on behalf of the Franchisor made
any statement, promise or agreement concerning the advertising, marketing, training, support service or

assistance that the Franchisor will furnish to you that 1s contrary to, or different from, the information
contained in the Disclosure Document or franchise agreement?

Yes No '

16 Have you entered into any binding agreement with the Franchisor concerning the
purchase of this franchise prior to today? ‘

I

Yes No ‘

17 Have you paid any money to the Franchisor concerning the purchasc‘a of this franchise
prior to today?

Yes No_ ||

18

Have you spoken to any other franchisee(s) of this system before decndmg to purchase
this franchise? If so, who?

If you have answered No to question 9, or Yes to any one of questions 10-17, please provide a
full explanation of each answer 1n the following blank lines (Attach additional pages, if necessary, and

refer to them below ) If you have answered Yes to question 9, and No to each of questions 10-17, please
leave the following lines blank

}
i
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I signed the Franchise Agreement and Addendum (if any) on ‘ , 20, and
acknowledge that no Agreement or Addendum 1s effective until signed and dated by tlhe Franchisor

Please understand that your responses to these questions are important to us and that we will rely
on them By signing this Questionnaire, you are representing that you have responded truthfully to the
above questions In addition, by signing this Questionnaire, you also acknowledge that

|
A You recognize and understand that business risks, which exist in connection with the
purchase of any business, make the success or failure of the franchise subject to many variables,
including among other things, your skills and abilities, the hours worked by you, competition, interest
rates, the economy, inflatton, franchise location, operation costs, lease terms and costs and the

marketplace You hereby acknowledge your awareness of and willingness to undertake these business
risks |

B You agree and state that the decision to enter into this business risk 1s i no manner
predicated upon any oral representation, assurances, warranties, guarantees or promises made by
Franchisor or any of its officers, employees or agents (including the Broker or any other broker) as to the
likelihood of success of the franchise Except as contained in the Disclosure Document, you
acknowledge that you have not received any information from the Franchisor or any of its officers,
employees or agents (including the Broker or any other broker) concerning actual, projected or forecasted
franchise sales, profits or earnings If you believe that you have received any information concerning
actual, average, projected or forecasted franchise sales, profits or earnings other than those contained in
the Disclosure Document, please describe those in the space provided below or write “None”

|
C You further acknowledge that the President of the United States of America has 1ssued
Executive Order 13224 (the “Executive Order”) prohibiting transactions with terrorists and terrorist
organizations and that the United States government has adopted, and 1n the future may adopt, other anti-
terrorism measures (the “Anti-Terrorism Measures”) The Franchisor therefore requires certain
certifications that the parties with whom 1t deals are not directly involved in terrorism For that reason,

you hereby certify that neither you nor any of your employees, agents or representatives, nor any other
person or entity associated with you, 1s

) a person or entity listed 1n the Annex to the Executive Order,
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f

(n) a person or entity otherwise determined by the Executive Order to have comnutted acts
of terrorism or to pose a significant risk of committing acts of terrorism,

(1) l

a person or entity who assists, sponsors, or supports terrorists or acts of terrorism, or

1
l

(iv)  owned or controlled by terrorists or sponsors of terrorism

'

You further covenant that neither you nor any of your employees, agents or representatives, nor
any other person or entity associated with you, will during the term of the Franchise Agreement become a
person or entity described above or otherwise become a target of any Anti-Terrorism Measure

t

Acknowledged this day of , 20

t

Sign here 1f you are taking the franchise as an Sign here 1f you are taking the franchise as a

CORPORATION, LIMITED LIABILITY
INDIVIDUAL COMPANY OR PARTNERSHIP
Signature Print Name of Legal Entity |
Print Name By

Signature
Signature Print Name
[
Print Name Tutle,
|
Signature [
Print Name
Signature |
Print Name
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EXHIBIT D TO THE DISCLOSURE DOCUMENT
ELECTRONIC TRANSFER AUTHORIZATION

|



AUTHORIZATION TO HONOR CHARGES DRAWN BY AND
PAYABLE TO FOOD SYSTEMS UNLIMITED, INC (“COMPANY”)

|
Depositor hereby authorizes and requests

(the
“Depository”) to initiate debit and credit entries to Depositor’s _ checking and _ savings account (select

one) indicated below drawn by and payable to the order of Food Systems Unlimited, Inc by Electronic
Funds Transfer provided there are sufficient funds 1n said account to pay the amount upon presentation

Depositor agrees that the Depository’s rights with respect to each such charge shall be the same
as 1f 1t were a check drawn by the Depository and signed by Depositor Depositor further agrees that 1f
any such charge 1s dishonored, whether with or without cause and whether intentionally or inadvertently,

the Depository shall be under no hability whatsoever !

Depository Name

|
City State Zip Code
Transit/ABA Number Account Number

i
This authority 1s to remamn in full force and effect until Company has received written

notification from me (or erther of us) of its termination in such time and in such’ manner to afford
Company and Depository a responsible opportunity to act on such request

Depositor (Please Print)

Date Signed

Signature(s) of Depositor, as Printed Above

Please attach a voided blank check, for purposes of setting up Bank and Transit Numbers
t
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EXHIBIT E TO THE DISCLOSURE DOCUMENT
POWER OF ATTORNEY (TELEPHONE)



Telephone Nos

IRREVOCABLE POWER OF ATTORNEY

STATE OF

N N o

COUNTY OF |
KNOW ALL MEN BY THESE PRESENTS l

That (“Franchisee™) does hereby urrevocably constitute and
appoint Food Systems Unlimited, Inc, a Florida corporation (“Franchisor™), true and lawful attorney-in-
fact and agent for Franchisee and in Franchisee’s name, place and stead, to do or cause to be done all
things and to sign, execute, acknowledge, certify, deliver, accept, record and file all such agreements,
certificates, instruments and documents as, in the sole discretion of Franchisor, shall be necessary or
advisable for the sole purpose of assigning to Franchisor all of Franchisee’s right, title and interest in and
to any and all telephone numbers of Franchisee’s franchise and all related Yellow Pages, White Pages
and other business listings, including, but not limited to, the execution and delivery of any Transfer of
Service Agreement and any other transfer documentation required by the applicable telephone service
company providing telephone services to Franchisee, hereby granting unto Franchisor full power and
authority to do and perform any and all acts and things which, in the sole discretion of Franchisor, are
necessary or advisable to be done as fully to all intents and purposes as Franchisee might or could itself

do, hereby ratifying and confirming all that Franchisor may lawfully do or cause to be done by virtue of
this Power of Attorney and the powers herein granted

During the term of this Power of Attorney and regardless of whether Franchisee has designated
any other person to act as its attorney-in-fact and agent, no person, firm or corporation dealing with
Franchisor shall be required to ascertain the authority of Franchisor, nor to see to the performance of the
agency, nor be responsible 1n any way for the proper application of funds or property paid or delivered to
Franchisor Any person, firm or corporation dealing with Franchisor shall be fully protected in acting
and relying on a certificate of Franchisor that this Power of Attorney on the date of such certificate has
not been revoked and 1s 1n full force and effect, and Franchisee shall not take any action against any
person, firm or corporation acting in reltance on such a certificate or a copy of this Power of Attorney
Any 1nstrument or document executed on behalf of Franchisee by Franchisor shall be deemed to include

such a certificate on the part of Franchisor, whether or not expressed This paragraph ‘shall survive any
termination of this Power of Attorney

This Power of Attorney shall terminate two (2) years following the expiration or termnation of
that certain Franchise Agreement dated as of by and between Franchisor and
Franchisee Such termination, however, shall not affect the validity of any act or deed that Franchisor
may have effected prior to such date pursuant to the powers herein granted

This instrument 1s to be construed and interpreted as an irrevocable power of attorney coupled
with an interest It 1s executed and delivered in the State of Florida and the laws of the State of Florida

shall govern all questions as to the validity of this Power of Attorney and the construction of its

provisions !
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IN WITNESS WHEREOF, the undersigned has executed this Power of Attorney as of the

day of
|
‘ FRANCHISEE
. By
Name
Title |
[
STATE OF )
)
COUNTY OF )

|
BEFORE ME, the undersigned authority, on this day personally appeared ,
\ of , known to me to be the person whose name 1s
' subscribed to the foregoing instrument, who acknowledged to me that he executed the same for the

purposes and consideration therein expressed and in the capacity therein stated

GIVEN UNDER MY HAND AND SEAL OF OFFICE this day of

\
|

(SEAL)

Notary Public in and for the State of

!

My Commission Expires
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EXHIBIT F TO THE DISCLOSURE DOCUMENT
POWER OF ATTORNEY (TAX)
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, Taxes

IRREVOCABLE POWER OF ATTORNEY ‘

STATEOF______ )
COUNTY OF ;
KNOW ALL MEN BY THESE PRESENTS
That ___~ ,a (“Franchisee”) does hereby irrevocably

constitute and appoint Food Systems Unhmlted Inc, a Florida corporation (“Franchlsor "), true and
lawful attorney-in-fact and agent for Franchisee and in Franchisee’s name, place and stead to do or cause
to be done all things and to sign, execute, acknowledge, certify, deliver, accept, record and file all such
agreements, certificates, instruments and documents as, in the sole discretion of Franchlsor shall be
necessary or advisable for the sole purpose of obtaining any and all returns, records reports and other
documentation relating to the payment of taxes filed by Franchisee with any state and/or federal taxing
authority, including, but not limited to, the [Comptroller of Public Accounts] of the State of Florida,
hereby granting unto Franchisor full power and authority to do and perform any and'all acts and things
which, 1n the sole discretion of Franchisor, are necessary or advisable to be done as fully to all intents
and purposes as Franchisee might or could itself do, hereby ratifying and confirming all that Franchisor
may lawfully do or cause to be done by virtue of this Power of Attorney and the powers herein granted

During the term of this Power of Attorney, and regardless of whether Franchisee has designated
any other person to act as its attorney-in-fact and agent, no governmental agency, person, firm or
corporation dealing with Franchisor, if acting 1n good faith, shall be required to ascertain the authority of
Franchisor, nor to see to the performance of the agency, nor be responsible in any way for the proper
application of documents delivered or funds or property paid or delivered to Franchisor Any
governmental agency, person, firm or corporation dealing with Franchisor shall be fully protected in
acting and relying on a certificate of Franchisor that this Power of Attorney on the date of such certificate
has not been revoked and 1s 1n full force and effect, and Franchisee shall not take any action against any
person, firm, corporation or agency acting 1n reliance on such a certificate or a copy of this Power of
Attorney Any instrument or document executed on behalf of Franchisee by Franchisor shall be deemed
to include such a certificate on the part of Franchisor, whether or not expressed This paragraph shall
survive any termination of this Power of Attorney

|

This Power of Attorney shall terminate two (2) years following the expiration or termination of
that certain Franchise Agreement dated as of by and between Franchisor and
Franchisee Such termination, however, shall not affect the validity of any act or deed that Franchisor
may have effected prior to such date pursuant to the powers herein granted |

This nstrument 1s to be construed and interpreted as an irrevocable power of zllttomey coupled
with an interest It 1s executed and delivered 1n the State of Florida and the laws of the State of Florida
shall govern all questions as to the validity of this Power of Attorney and the construction of 1its
provisions

|

i
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IN WITNESS WHEREOF, the undersigned has executed this Power of Attorney as of the

day of
\ ,a
I
By
Name |
Title
(
STATE OF ) |
)
COUNTYOF___ )

BEFORE ME, the undersigned authority, on this day personally appeared

of , known to me to be the person whose
name 1s subscribed to the foregoing instrument, who acknowledged to me that he executed the same for

the purposes and consideration therein expressed and in the capacity therein stated

GIVEN UNDER MY HAND AND SEAL OF OFFICE this day of

(SEAL)

[

Notary Public n and for the State of

My Commussion Expires
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EXHIBIT G TO THE DISCLOSURE DOCUMENT
CONFIDENTIALITY AGREEMENT

{



CONFIDENTIALITY AGREEMENT

This Confidentiality Agreement 1s made and entered into this day of . , 20 ,
between Food Systems Unlimited, Inc, a Florida corporation (“Franchisor”), and
(“Covenantor™)

RECITALS .

Franchisor has acquired or developed a unique system (the “System”) for the establishment and
operation of quick-service restaurants featuring Japanese food such as such as various kinds of sushi,
chicken, beef and seafood tempura, hibachi chicken and beef, and a variety of teriyak: dishes under the
service mark “Asian Chao” and other principal service marks, trademarks, trade names, logos, emblems
and indicia of origin (“Asian Chao Restaurants™) I

Confidential, proprietary information and various trade secrets of Franchisor pertaining to the
System and to the establishment and operation of the Asian Chao Restaurants (collectively,
“Confidential Information™) 1s included 1n Franchisor’s Operations Manuals (the “Manuals™)

The Confidential Information provides economic advantages to Franchisor and 1ts franchisees
and developers under the System and 1s not generally known to, nor readily ascertamable by proper
means by, Franchisor’s competitors who could obtain economic benefits from knowledge and use of the
Confidential Information |

Franchisor has taken and intends to take all reasonable steps to maintain the confidentiality and
secrecy of the Confidential Information, including, without limitation, controlling access to the Manuals

Covenantor wishes to acquire, or owns an nterest in an entity which wishes to acquure, the right
to operate and/or develop one or more Asian Chao Restaurants and, accordingly, desires to conduct an
investigation of the System to determine whether to enter into such transaction (the “"Il"ransactlon”) with
Franchisor

[

Franchisor desires to permit Covenantor to view the Manuals 1n connection with its investigation

of the System for the limited purpose herein stated
i

Franchisor and Covenantor agree on the importance of restricting the ruse, access and

dissemination of the Confidential Information contained in the Manuals

NOW, THEREFORE, 1n consideration of the mutual covenants and obhigations contained herein,
and other good and valuable consideration, the receipt and sufficiency of which are hereby
acknowledged, the parties agree as follows ‘

1 Confidentiality Agreement Franchisor shall permit Covenantor to view the Manuals for
the sole purpose of mnvestigating the Transaction In consideration of the opportunity to view the
Manuals and obtain access to the Confidential Information, Covenantor hereby agrees

a That Covenantor shall receive and at all times maintain the Confidential

Information tn confidence and shall not use the Manuals or the Confidential Information for any
purpose except to carry out its investigation of the Transaction In addition, Covenantor shall not
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at any time disclose or permit the disclosure of the Confidential Information, nor shall
Covenantor make copies of any part of the Manuals or of the Confidential Information

b As used herein, “Confidential Information” shall mean the Manuals and all
information contained therein

2 Ownership ~ Covenantor acknowledges that the Manuals and the Confidential
Information are solely owned by Franchisor and that this Agreement shall not grant to Covenantor any
rights n or to the Manuals or the Confidential Information except the limited right to view the Manuals
and the Confidential Information to investigate the Transaction ‘

3 Miscellaneous

a Covenantor agrees that in the event of a breach of this Agreement, Franchisor
would be irreparably injured and be without an adequate remedy at law Therefore, in the event
of such a breach, or threatened or attempted breach of any of the provisions hereof, Franchisor
shall be entitled to enforce the provisions of this Agreement and shall be entlltled, n addition to
any other remedies which are available to 1t at law or 1n equity, to a temporary and/or permanent
injunction and a decree for the specific performance of the terms of this Agreement, without the

necessity of showing actual or threatened harm and without being required to furnish a bond or

other security .

|
b Covenantor agrees to pay all expenses (including court costs and reasonable
attorneys’ fees) incurred by Franchisor in enforcing this Agreement

| |
c Any failure by Franchisor to objector take action with respect to any breach of
any proviston of this Agreement by Covenantor shall not operate or be construed as a waiver of
or consent to that breach or any subsequent breach by Covenantor

d THIS AGREEMENT SHALL BE GOVERNED BY AND CONSTRUED
AND ENFORCED IN ACCORDANCE WITH THE LAWS OF THE STATE OF
FLORIDA, WITHOUT REFERENCE TO FLORIDA CHOICE OF LAW PRINCIPLES
COVENANTOR HEREBY IRREVOCABLY SUBMITS HIMSELF TO THE
JURISDICTION OF THE STATE COURTS OF SEMINOLE COUNTY, FLORIDA
COVENANTOR HEREBY WAIVES ALL QUESTIONS OF PERSONAL
JURISDICTION OR VENUE FOR THE PURPOSE OF CARRYING OUT THIS
PROVISION COVENANTOR HEREBY AGREES THAT SERVICE OF PROCESS
MAY BE MADE UPON HIM IN ANY PROCEEDING RELATING TO OR ARISING
UNDER THIS AGREEMENT OR THE RELATIONSHIP CREATED BY THIS
AGREEMENT BY ANY MEANS ALLOWED BY FLORIDA OR FEDERAL LAW
COVENANTOR FURTHER AGREES THAT VENUE FOR ANY PROCEEDING
RELATING TO OR ARISING OUT OF THIS AGREEMENT SHALL BE SEMINOLE_
COUNTY, FLORIDA, PROVIDED, HOWEVER, WITH RESPECT TO ANY ACTION
WHICH INCLUDES INJUNCTIVE RELIEF OR OTHER EXTRAORDINARY RELIEF,

LICENSOR OR OPERATOR MAY BRING SUCH ACTION IN ANY COURT WHICH
HAS JURISDICTION

e If all or any portion of a covenant in this Agreement 1s held unreasonable or
unenforceable by a court or agency having valid junisdiction in any unappealed final decision to
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|

|

which Franchisor 1s a party, Covenantor expressly agrees to be bound by any lesser covenant
subsumed within the terms of such covenant that imposes the maximum duty permitted by law as
if the resulting covenant were separately stated 1n and made a part of this Agreement

f This Agreement contains the entire agreement of the parties regarding the

subject matter hereof This Agreement may be modified only by a duly authorized writing
executed by all parties

g All notices and demands required to be given hereunder sh;clll be 1n writing and
shall be sent by personal delivery, expedited delivery service, certified or registered mail, return
recetpt requested, first-class postage prepaid, facsimile, telegram or telex (provided that the
sender confirms the facsimile, telegram or telex by sending an original confirmation coy by
certified or registered mail or expedited delivery service within three (3) business days after

transmission), to the respective parties at the following addresses unless and until a different
address has been designated by written notice to the other parties

If directed to Franchisor, the notice shall be addressed to

Food Systems Unlimited, Inc
750 Flonda Central Parkway, Suite 100

Longwood, Florida 32750
Attention President

Facsimile 407-830-4443

If directed to Covenantor, the notice shall be addressed to

Attention |
Facsimile

1

Any notices sent by personal delivery shall be deemed given upon receipt Any notices
given by telex or facsimile shall be deemed given upon transmission, prov1ded confirmation is
made as provided above Any notice sent by expedited delivery service or reglstered or certified
mail shall be deemed given three (3) business days after the time of mailing Any change in the
foregoing addresses shall be effected by giving fifteen (15) days’ written notice of such change
to the other parties Business day for the purpose of this Agreement excludes Saturday, Sunday
and the following national hohidays New Year’s Day, Martin Luther King Day, Presidents’ Day,

Memorial Day, Independence Day, Labor Day, Columbus Day, Veterans Day, Thanksgiving and
Christmas

h The rights and remedies of Franchisor under this Agreement are fully assignable
and transferable and shall inure to the benefit of its respective affihiates, successors and assigns

The obligations of Covenantor hereunder may not be assigned by Covenantor without the prior
written consent of Franchisor
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IN WITNESS WHEREOF, the undersigned have entered this Agreement as witnessed by their
signatures below

FOOD SYSTEMS UNLIMITED, INC,
ATTEST a Florida corporation |

By
WITNESS Name
Title
ATTEST COVENANTOR '
|
WITNESS Name
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EXHIBIT H TO THE DISCLOSURE DOCUMENT
FRANCHISEE AND DEVELOPER LIST '
(as of December 31, 2015) !

FRANCHISES OPEN AND OPERATING

Franchisee Name, Address, Phone Franchisee Location Address, Phone

Yut Chot, Inc

Sunrise, FL 33351
321-229-5527

Boynton Beach Mall

801 N Congress Avenue
Boynton Beach, FL 33426
561-424-0066

Ayden Investments, LLC
Windermere, FL 34786
954-990-9141

Lakeland Square Mall
Lakeland, FL 33809

Villa Enterprises Management
Morristown, NJ 07960
973-695-0911

Orlando International Airport
Gates 100-129, Airside 2 i
Orlando, FL 32827

A D Food Service, LLC
Oralndo, FL 32819
630-849-0600

UCF Student Union

4000 Central Florida Blvd
Student Union Building UCF ¢
Orlando, FL 32816
407-370-6969

Asian Chao 1in Pembroke Lakes
Sunrise, FL 33351
321-229-5527

Pembroke Lakes Mall
11401 Pines Blvd , #490
Pembroke Pines, FL 33026
954-435-6660

LC II Enterprises
Sunrise, FL 33351
321-229-5527

Sawgrass Mills

12801 W Sunrise Blvd
Sunnise, FL 33323
Locations 2 1n this Mall

Pint Pint, LLC
Orlando, FL 32810
321-952-0990

Melbourne Square Mall
West Melbourne, FL 32904

BTW PB, LLC
Bethesda, MD 20814
317-636-1600

Palm Beach Outlets
West Palm Beach, FL 33401

F E Food Group Atlanta, Inc
Massillon, OH 44646
404-209-0170

Atrium — closed 1n 2012

Atlanta International Airport
Concourse A

8700 Spine Rd

Atlanta, GA 30320
404-209-0170

Pang & Hazelton JV, Inc
Newnan, GA 30265
330-323-0960

Atlanta International Airport
Concourse B

8700 Spine Rd

Atlanta, GA 30320

404-209-0170
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Franchisee Name, Address, Phone

Franchisee Location Address, Phone

Chai-Pan, LLC
Longwood, FL 32750
407-301-6479

Mall of Georgia

3333 Buford Drive, #1076
Buford, GA 30519
678-482-8373

Chai-Pan, LLC
Longwood, FL 32750
407-301-6479

Town Center at Cobb

400 Ernest Barret, #120
Kennesaw GA 30144 |
770-919-1804

Oceans 222, LLC
Longwood, FL 32750
407-830-5338

Greenwood Park Mall
Greenwood, IN 46142

Oceans 222, LLC
Longwood, FL 32750
407-830-5338

Castleton Square Mall
Indianapolis, IN 46250

Canterbury Foods, Inc
Poland, OH 44514
330-757-4207

Bowie Town Center
15606 Emerald Way
Bowie, MD 20716

Canterbury Foods, Inc
Poland, OH 44514
330-757-4207

St Charles Town Center
11110 Mall Circle
Waldorf, MD 20603

Jie May Corp
Edison, NJ 08817
908-304-4108

Menlo Park Mall
Edison, NJ 08837

Xing Fa, Inc
Ocean, NJ 07712
917-622-6627

Jersey Shore Premtum Outlets

1 Premium Outlet Blvd , Unit 899
Tinton Falls, NJ 07753 |
732-493-4921

AB Bing, Inc
Pottstown, PA 19464
267-393-1745

Hamilton Mall '
Mays Landing, NJ 08330

Family Group 186, LLC
Elmhurst, NY 11373

LaGuardia International Airport |
Flushing, NY 11371

Jusin W Corp

Jefferson Valley Mall

Chicago, IL 60616
773-814-6688

Edison, NJ 08817 650 Lee Blvd |
908-304-4108 Yorktown Heights, NY 10598 f
L & R Bistro AC, Inc Summit Mall

3265 W Market Street
Akron, OH 44333 '

216-591-0283

330-865-1120
JLW Beachwood, Inc Beachwood Place
Parma Heights, OH 44130 26300 Cedar Road

Beachwood, OH 44122
216-591-0283 "

Shabel Corporation
Winter Park, FL 32792
407-948-26867

Great Lakes Mall

7850 Mentor Avenue, #866
Mentor, OH 44060
440-255-4370
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Franchisee Name, Address, Phone

Franchisee Location Address, Phone

Canterbury Foods, Inc
Poland, OH 44514
330-757-4207

Eastwood Mall

5555 Youngstown-Warren Road
Niles, OH 44446

330-652-1200

Shabel Corporation
Winter Park, FL 32792
407-948-26867

Richmond Town Square Mall |
691 Richmond Road, #VC-07
Richmond Heights, OH 44143
440-449-2040

Canterbury Foods, Inc Southern Park Mall |
Poland, OH 44514 1401 Market Street '
330-757-4207 Youngstown, OH 44512

330-965-9859 '

I & I Corporation
Eidson, NJ 08817
908-304-4108

Oxford Valley Mall

2300 E Lincoln Hichway, FC #6
Longhorne, PA 19047
215-752-9610 '

AB Bing, Inc
Plymouth Meeting, PA 19462

Philadelphia Premium Outlets
18 Lightcap Road, Unit 1041
Pottstown, PA 19464
610-323-5222 |

Panorama-Nine, LLC
Longwood, FL 32750
407-301-6479

West Town Mall

7600 Kingston Pike

Knoxville, TN 37919
865-769-5656 ’

Asian Eatery, LLC
Colleyville, TX 76034
786-246-5231

Golden Tnangle Mall
Denton, TX 76205

Chang Qing Corpus Christie, LP
McAllen, TX 78501
956-968-8876 ’

Rio Grande Valley Premium Outlets
Mercedes, TX 78570

FRANCHISES NOT YET OPEN AND OPERATING

Franchisee Name, Address, Phone

Franchisee Location Address, Phone

None
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EXHIBIT I TO THE DISCLOSURE DOCUMENT |
LIST OF FRANCHISEES AND DEVELOPERS WHO HAVE LEET THE SYSTEM
(as of December 31, 2015)

If You buy this franchise, Your contact information may be disclosed to other buyers when You leave the

franchise system

L & R Bistro AC, Inc
Chicago, IL 60616
773-814-6688

Location in Lenox Mall, Atlanta GA
Closed n 2015

Jieda, LLC

Lake Mary, FL 32746
321-436-1695

Location 1n Treasure Coast Mall, FL
Location 1n Indian River Mall, FL
Reacquired by Franchisor in 2015
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EXHIBIT J TO THE DISCLOSURE DOCUMENT '
TABLE OF CONTENTS OF OPERATIONS MANUAL !
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TABLE OF CONTENTS OF THE OPERATIONS MANUAL

Company History & About this Manual Section 1 1 page

General Policies - Section 2 13 pages

Front of Store Operations Section 3 15 pages
[

Kitchen Operations Section 4 16 pages

Training Resources Section 5 16 pages

Personnel Management Section 6 6 pages

Benefits & Incentives Section 7 1 page

Promotions, Liability & Worker’s Insurance, Licenses Sectllon 8 4 pages

Total pages - 72
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EXHIBIT K TO THE DISCLOSURE DOCUMENT
FRANCHISEE DISCLOSURE ACKNOWLEDGMENT STATEMENT

As you know, Food Systems Unlimited, Inc (the “Franchisor”) and you are preparing to enter
into a franchise agreement (the “Franchise Agreement”) for the establishment and operation of an Asian
Chao Restaurant (the “Franchised Business”) The purpose of this Questionnaire 1s to determine whether
any statements or promises were made to you by employees or authorized representatives of the
Franchisor, or by employees or authorized representatives of a broher acting on behalf of the Franchisor
(“Broker”) that have not been authorized, or that were not disclosed 1n the Disclosure Document or that
may be untrue, naccurate or misleading The Franchisor, through the use of this document, desires to
ascertain (a) that the undersigned, individually and as a representative of any legal entity established to
acquire the franchise rights, fully understands and comprehends that the purchase of a franchise is a
business decision, complete with 1ts associated risks, and (b) that you are not relying upon any oral

statement, representations, promises or assurances during the negotiations for the purchase of the
franchise which have not been authorized by Franchisor

In the event that you are intending to purchase an existing Franchised Business from an existing
Franchisee, you may have received information from the transferring Franchisee, who, 1s not an employee
or representative of the Franchisor The questions below do not apply to any communications that you

had with the transferring Franchisee Please review each of the following questions and statements
carefully and provide honest and complete responses to each '

\
1 Are you seeking to enter into the Franchise Agreement in connection with a purchase or

transfer of an existing Franchised Business from an existing Franchisee?

Yes No i

2 I had my first face-to-face meeting with a Franchisor

representative  on
, 20

3 Have you received and personally reviewed the Franchise Agreement, each addendum,
and/or related agreement provided to you?

|
Yes No

- !

4 Do you understand all of the information contained 1n the Franchise Agreement, each
addendum, and/or related agreement provided to you?

Yes No

If no, what parts of the Franchise Agreement, any Addendum, and/or related agreement do you
not understand? (Attach additional pages, if necessary ) l
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5 Have you received and personally reviewed the Franchisor’s Disclosure Document that
was provided to you?

Yes No_

6 Did you sign a receipt for the Disclosure Document indicating the dz;te you recetved 1t?
Yes No

, |

Do you understand all of the information contained n the D\sclosurf: Document and any
state-specific Addendum to the Disclosure Document?

Yes No

If No, what parts of the Disclosure Document and/or Addendum do you not ulnderstand? (Attach
additional pages, if necessary )

|

8 Have you discussed the benefits and risks of establishing and operating a Franchised
Business with an attorney, accountant, or other professional advisor?

Yes No

If No, do you wish to have more time to do so?

Yes No

{
|

9 Do you understand that the success or failure of your Franchised Business will depend 1n

large part upon your skills and abihities, competition from other businesses, interest rates, inflation, labor

and supply costs, location, lease terms, your management capabilities and other economic, and business
factors?

i
1

Yes No

1

10 Has any employee of a Broker or other person speaking on behalf of the Franchisor made
any statement or promise concerning the actual or potential revenues, profits or operating costs of any
particular Franchised Business operated by the Franchisor or its franchisees (or of any group of such
businesses), that 1s contrary to or different from the information contained in the Disclosure Document?

Yes No

Astan Chao/ufdd 21a Witness Initial
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1
11 Has any employee of a Broker or other person speaking on behalf of the Franchisor made
any statement or promise regarding the amount of money you may earn in operating the franchised
business that 1s contrary to or different from the information contained i the Disclosure Document?

Yes No

12 Has any employee of a Broker or other person speaking on behalf of the Franchisor made
any statement or promise concerning the total amount of revenue the Franchised Business will generate,
that 1s contrary to or different from the information contained n the Disclosure Document?

Yes No

13 Has any employee of a Broker or other person speaking on behalf of the Franchisor made

any statement or promise regarding the costs you may incur in operating the Franchllsed Business that 1s
contrary to or different from the information contained in the Disclosure Document?

1
Yes No

14 Has any employee of a Broker or other person speaking on behalf of the Franchisor made

any statement or promise concerning the likelthood of success that you should or might expect to achieve
from operating a Franchised Business?

Yes No

15 Has any employee of a Broker or other person speaking on behalf of the Franchisor made
any statement, promise or agreement concerning the advertising, marketing, training, lsupport service or

assistance that the Franchisor will furnish to you that 1s contrary to, or different frorp, the information
contained in the Disclosure Document or franchise agreement?

Yes No

16 Have you entered into any binding agreement with the Franchisor concerning the
purchase of thts franchise prior to today?

Yes No

17 Have you paid any money to the Franchisor concerning the purchase of this franchise
prior to today?

|
|
Yes No

18 Have you spoken to any other franchisee(s) of this system before decﬁmg to purchase
this franchise? If so, who?

|
If you have answered No to question 9, or Yes to any one of questions 10-17, please provide a
full explanation of each answer in the following blank lines (Attach additional pages, 1f necessary, and

refer to them below ) If you have answered Yes to question 9, and No to each of questions 10-17, please
leave the following lines blank

!
f
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I signed the Franchise Agreement and Addendum (if any) on | ,20  , and

acknowledge that no Agreement or Addendum 1s effective until signed and dated by the Franchisor

Please understand that your responses to these questions are important to us and that we will rely
on them By signing this Questionnaire, you are representing that you have responded truthfully to the
above questions In addition, by signing this Questionnaire, you also acknowledge that

A You recognize and understand that business risks, which exist in connection with the
purchase of any business, make the success or failure of the franchise subject to many vanables,
including among other things, your skills and abilities, the hours worked by you, competition, interest
rates, the economy, inflation, franchise location, operation costs, lease terms and costs and the

marketplace You hereby acknowledge your awareness of and willingness to undertake these business
risks

B You agree and state that the decision to enter into this business risk is in no manner
predicated upon any oral representation, assurances, warranties, guarantees or promises made by
Franchisor or any of 1its officers, employees or agents (including the Broker or any other broker) as to the
likelthood of success of the franchise Except as contained in the Disclosure Document, you
acknowledge that you have not received any information from the Franchisor or any of 1its officers,
employees or agents (including the Broker or any other broker) concerning actual, projected or forecasted
franchise sales, profits or earnings If you believe that you have received any information concerning
actual, average, projected or forecasted franchise sales, profits or earnings other than those contained 1n
the Disclosure Document, please describe those in the space provided below or write “None”

C You further acknowledge that the President of the United States of America has issued
Executive Order 13224 (the “Executive Order”) prohibiting transactions with terrorists and terrorist
organizations and that the United States government has adopted, and in the future may adopt, other anti-
terrorism measures (the “Anti-Terrorism Measures”)  The Franchisor therefore requires certain
certifications that the parties with whom 1t deals are not directly involved in terrorism | For that reason,

you hereby certify that neither you nor any of your employees, agents or representatives, nor any other
person or entity associated with you, 1s

) a person or entity histed in the Annex to the Executive Order, !
|

(n) a person or entity otherwise determined by the Executive Order to have commuitted acts
of terrorism or to pose a significant risk of commutting acts of terrorism,

|
(m)  aperson or entity who assists, sponsors, or supports terrorists or acts of terrorism, or

(v)  owned or controlled by terrorists or sponsors of terrorism
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}

You further covenant that nerther you nor any of your employees, agents or representatives, nor
any other person or entity associated with you, will during the term of the Franchise Agreement become a
person or entity described above or otherwise become a target of any Anti-Terrorism Measure

Acknowledged this day of

Sign here 1f you are taking the franchise as an

INDIVIDUAL

!

,20

Signature

Print Name

Signature

Print Name

Signature

Print Name

Signature

Print Name

Asian Chao/ufdd 21a
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Sign here if you are taking the franchise as a
CORPORATION, LIMITED LIABILITY
COMPANY OR PARTNERSHIP

Print Name of Legal Entity

By

Signature
Print Name
Title

(Franchisee) Initial

1
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{
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EXHIBIT L TO THE DISCLOSURE DOCUMENT

ADDENDUM TO FOOD SYSTEMS UNLIMITED, INC
DISCLOSURE DOCUMENT REQUIRED BY THE STATE OF CALIFORNIA

CALIFORNIA APPENDIX |
California Business and Professions Code Sections 20000 through 20043 provide rights to you
concerning termination or non-renewal of a franchise If the Franchise Agreement or
Development Agreement contains provistons that are inconsistent with the law, the law will
control

The Franchise Agreement and Development Agreement provide for termination upon
bankruptcy This provision may not be enforceable under Federal Bankruptcy Law(11USCA

Sec 101 et seq)
|

The Franchise Agreement and Development Agreement contain covenants not to compete which
extend beyond the termination of the agreements These provisions may not be enforceable
under California law

|

Section 31125 of the Califormia Corporation Code requires the franchisor to provide you with a
disclosure document before asking you to agree to a material modification of an existing
franchise

Neither the franchisor, any person or franchise broker in Item 2 of the Disclosure Document 1s
subject to any currently effective order of any national securities association or national
securities exchange, as defined in the Securities Exchange Act of 1934, 15US CA 79a et seq,
suspending or expelling such persons from membership in such association or exchange

The franchise agreement requires binding arbitration The arbitration will occur 1n Florida with
the costs being borne by the franchisee and franchisor Prospective franchisees are encouraged
to consult private legal counsel to determine the applicability of California and federal laws
(such as Business and Professions Code Section 20040 5 Code of Civil Procedure Section 1281,
and the Federal Arbitration Act) to any provisions of a franchise agreement restricting venue to a
forum outside the State of California

The Franchise Agreement and Development Agreement require apphcatlon of the laws of
Floridda This provision may not be enforceable under California law

You must sign a general release 1f you renew or transfer your franchise Califormia Corporation
Code 31512 voids a watver of your nights under the Franchise Investment Law (California
Corporations Code 31000 through 31516) Business and Professions Code 20010 voids a waiver
of your rights under the Franchise Relations Act (Business and Professions Code 20000 through
20043) |

THE CALIFORNIA FRANCHISE INVESTMENT LAW REQUIRES THAT A COPY OF ALL
PROPOSED AGREEMENTS RELATING TO THE SALE OF THE FRANCHISE BE
DELIVERED TOGETHER WITH THE DISCLOSURE DOCUMENT
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l
10 The Franchise Agreement contains a liquidated damages clause Under California Civil Code
Section 1671, certain iquidated damages clauses are unenforceable

11 OUR WEBSITE, www foodsystemsunlimited com, HAS NOT BEEN REVIEWED OR
APPROVED BY THE CALIFORNIA DEPARTMENT OF BUSINESS OVERSIGHT
ANY COMPLAINTS CONCERNING THE CONTENT OF THIS WEBSITE MAY BE

DIRECTED TO THE CALIFORNIA DEPARTMENT OF BUSINESS OVERSIGHT at
www dbo ca gov

IN WITNESS WHEREOF, the parties hereto have duly executed, sealed and delivered this

Addendum dated this day of ,20
ATTEST FOOD SYSTEMS UNLIMITED, INC
[

By

Witness Name
Title
FRANCHISEE

Witness
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EXHIBIT L TO THE DISCLOSURE DOCUMENT
ADDENDUM TO THE FOOD SYSTEMS UNLIMITED, INC DISCLOSURE DOCUMENT,
FRANCHISE AGREEMENT AND DEVELOPMENT AGREEMENT
REQUIRED BY THE STATE OF ILLINOIS .

1 The following item must be included within the Disclosure Document and shall replace
the language that is 1n the Disclosure Document 1tself |

I
Section 4, Junisdiction and Venue, of the Illinois Franchise Disclosure Act of 1987 (“Act™)
states that “any provision in the franchise agreement which designates jurisdiction or venue
in a forum outside of this State if void with respect to any cause of action which otherwise 1s
enforceable 1n this State, provided that a franchise agreement may provide for arbitration 1n a
forum outside of this State ” This Section of the Act replaces any contradictory language
contained 1n the Franchise Agreement and Development Agreement and Software License

Agreement
2 Ilinois law governs the Franchise Agreement and Development Agreement
3 Any releases and/or waivers that We request You to sign must conform with Section 41,

Waivers Void, of the Illinois Franchise Disclosure Act of 1987 which states that “any condition,
stipulation, or provision purporting to bind any person acquiring any franchise to waive compliance with
any provision of this Act or any other law of this State 1s void This Section shall not prevent any person
from entering into a settlement agreement or executing a general release regarding potential or actual

lawsuit filed under any of the provisions of this Act, nor shall it prevent the arbitration of any claim
pursuant to the provisions of Title 9 of the United States Code

|

4 Item 17(g) of the Disclosure Document, Article XVII of the Franchise Agreement and
Article VII of the Development Agreement are amended by changing the time frame to cure defaults,
excluding defaults for safety or security issues, to 30 days

1

5 Under Ithnois law at 200 608, Jurisdiction and Venue, a franchise agreement may not
provide for a choice of law of any state other than Illinois The Summary column of Items 17(v) and (w)
of the Disclosure Document are amended to state “Illinois law” The appropriate sections of the

Franchise Agreement and Development Agreement are amended accordingly \

IN WITNESS WHEREOF, the parties hereto have duly executed, sealed arlld dehvered this

Addendum dated this day of ,20
ATTEST FOOD SYSTEMS UNLIMITED, INC ,
By
Witness Name i
Title
FRANCHISEE
|
Witness
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EXHIBIT L TO THE DISCLOSURE DOCUMENT
1
STATE ADDENDUM TO THE DISCLOSURE DOCUMENT, FRANCHISE AGREEMENT
AND DEVELOPMENT AGREEMENT FOR THE STATE OF INDIANA

To be added to Item 3 of the Disclosure Document, 1s the following statement

There are presently no arbitration proceedings to which the Franchisor 1s

a party

2 Item 17 of the Disclosure Document 1s amended to reflect the requirement under Indiana

Code 23-2-2 7-1 (9), which states that any post term non-compete covenant must not
extend beyond the franchisee’s exclusive territory

Item 17 1s amended to state that this 1s subject to Indiana Code 23-2-2 7-1 (10)

Under Indiana Code 23-2-2 7-1 (10), junisdiction and venue must be in Indiana iIf the

franchisee so requests This amends Article XIX of the Franchise Agreement and Article
XV of the Development Agreement

Under Indiana Code 23-2-2 7-1 (10), franchisee may not agree to waive any claims or
rights '

|
IN WITNESS WHEREOF, the parties hereto have duly executed, sealed and delivered this
Addendum dated this day of ,20

|
ATTEST FOOD SYSTEMS UNLIMITED, INC
1
By
Witness Name
Title
FRANCHISEE
Witness
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EXHIBIT L TO THE DISCLOSURE DOCUMENT ll

ADDENDUM TO THE FOOD SYSTEMS UNLIMITED, INC
FRANCHISE DISCLOSURE DOCUMENT REQUIRED BY THE STATE OF MARYLAND

1 The provision contained in the termination sections of the Franchise and Area Development
Agreements may not be enforceable under federal bankruptcy law (11 U S C Section 101 et seq )

2 Item 11 of the Franchise Disclosure Document shall be amended to state that a franchisee may

obtain an accounting of the advertising fund as required by the Maryland Franchise Registration and
Disclosure Law, by requesting same 1n a written request to Franchisor

3 Item 17 of the Franchise Disclosure Document shall be amended at the sections dealing with the
1ssuance of general releases to the effect that the general release required as a condition of renewal
and/or assignment/transfer are not intended to nor shall they act as a release, estoppel or waiver of any
hability under the Maryland Franchise Registration and Disclosure Law |

4 The Maryland Franchise Registration and Disclosure Law prohibits a franchisor from requiring a
prospective franchisee to assent to any release, estoppel or waiver of hability as a condition of
purchasing a franchise Any disclaimer regarding the occurrence and/or acknowledgment of the non-
occurrence of acts that would constitute a violation of the Franchise Law in order to purchase the

franchise are not intended to nor shall they act as a release, estoppel or waiver of any lhability incurred
under the Maryland Franchise Registration and Disclosure Law

5 Item 17 of the Franchise Disclosure Document 1s amended to state that the limitation of claims
provisions shall not act to reduce the 3-year statute of limitations afforded a franchlsee for bringing a
claim arising under the Maryland Franchise Registration and Disclosure Law

l

6 Item 17 of the Franchise Disclosure Document 1s hereby amended to state that the Franchise
Agreement and Area Development Agreement require binding arbitration, the site of Wthh 1s 1n the state
of Florida, the costs of which are borne by the parties equally and any 1ssues not decided by arbitration
may be brought in a court of competent jurisdiction However, according to the Maryland Franchise

Registration and Disclosure Law, a franchisee may bring a lawsuit in Maryland for cldims arising under
the Maryland Franchise Registration and Disclosure Law

|
7 The Franchisee Disclosure Acknowledgement Statement, Exhibit K to the Franchise Disclosure
Document, 1s amended to state that all representations requiring prospective franchisees to assent to a
release, estoppel or waiver of lhiability are not intended to nor shall they act as a release, estoppel or
waiver of any liability incurred under the Maryland Franchise Registration and Disclosure Law

IN WITNESS WHEREOF, the parties hereto have duly executed, sealed and delivered this

Addendum dated this day of ,20 !
|
ATTEST FOOD SYSTEMS UNLIMITED, INC
By |
Witness Name |
Title
FRANCHISEE :
Witness
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ADDENDUM TO THE FOOD SYSTEMS UNLIMITED, INC
DISCLOSURE DOCUMENT |
FOR THE STATE OF MICHIGAN

THE STATE OF MICHIGAN PROHIBITS CERTAIN UNFAIR PROVISIONS THAT ARE
SOMETIMES IN FRANCHISE DOCUMENTS IF ANY OF THE FOLLOWING PROVISIONS ARE
IN THESE FRANCHISE DOCUMENTS, THE PROVISIONS ARE VOID AND CANNOT BE
ENFORCED AGAINST YOU

(A) A PROHIBITION ON THE RIGHT OF A FRANCHISEE TO JOIN AN ASSOCIATION
OF FRANCHISEES |

(B) A REQUIREMENT THAT A FRANCHISEE ASSENT TO A RELEASE,
ASSIGNMENT, NOVATION, WAIVER, OR ESTOPPEL WHICH DEPRIVES A FRANCHISEE OF
RIGHTS AND PROTECTIONS PROVIDED IN THIS ACT THIS SHALL NOT PRECLUDE A
FRANCHISEE, AFTER ENTERING INTO A FRANCHISE AGREEMENT, FROM SETTLING ANY
AND ALL CLAIMS

© A PROVISION THAT PERMITS A FRANCHISOR TO TERMINATE A FRANCHISE
PRIOR TO THE EXPIRATION OF ITS TERM EXCEPT FOR GOOD CAUSE, GOOD CAUSE
SHALL INCLUDE THE FAILURE OF THE FRANCHISEE TO COMPLY WITH ANY LAWFUL
PROVISION OF THE FRANCHISE AGREEMENT AND TO CURE SUCH FAILURE AFTER BEING
GIVEN WRITTEN NOTICE THEREOF AND A REASONABLE OPPORTUNITY, WHICH IN NO
EVENT NEED BE MORE THAN 30 DAYS, TO CURE SUCH FAILURE

D) A PROVISION THAT PERMITS A FRANCHISOR TO REFUSE TO RENEW A
FRANCHISE WITHOUT FAIRLY COMPENSATING THE FRANCHISEE BY REPURCHASE OR
OTHER MEANS FOR THE FAIR MARKET VALUE AT THE TIME OF EXPIRATION, OF THE
FRANCHISEE’S INVENTORY, SUPPLIES, EQUIPMENT, FIXTURES, AND FURNISHINGS
PERSONALIZED MATERIALS WHICH HAVE NO VALUE TO THE FRANCHISOR AND
INVENTORY, SUPPLIES, EQUIPMENT, FIXTURES, AND FURNISHINGS NOT REASONABLY
REQUIRED IN THE CONDUCT OF THE FRANCHISE BUSINESS ARE NOT SUBIJECT TO
COMPENSATION THIS SUBSECTION APPLIES ONLY IF (1) THE TERM OF THE FRANCHISE
IS LESS THAN FIVE YEARS, AND (1) THE FRANCHISEE IS PROHIBITED BY THE FRANCHISE
OR OTHER AGREEMENT FROM CONTINUING TO CONDUCT SUBSTANTIALLY THE SAME
BUSINESS UNDER ANOTHER TRADEMARK, SERVICE MARK, TRADE NAME, LOGOTYPE,
ADVERTISING, OR OTHER COMMERCIAL SYMBOL IN THE SAME AREA SUBSEQUENT TO
THE EXPIRATION OF THE FRANCHISE OR THE FRANCHISEE DOES NOT RECEIVE AT LEAST
SIX MONTHS’ ADVANCE NOTICE OF FRANCHISOR’S INTENT NOT TO RENEW THE
FRANCHISE

|
(E) A PROVISION THAT PERMITS THE FRANCHISOR TO REFUSE TO RENEW A
FRANCHISE ON TERMS GENERALLY AVAILABLE TO OTHER FRANCHISEES OF THE SAME

CLASS OR TYPE UNDER SIMILAR CIRCUMSTANCES THIS SECTION DOES NOT REQUIRE A
RENEWAL PROVISION |

(F) A PROVISION REQUIRING THAT ARBITRATION OR LITIGATION BE
CONDUCTED OUTSIDE THIS STATE THIS SHALL NOT PRECLUDE THE FRANCHISEE FROM

Asian Chao/ufdd 21a



ENTERING INTO AN AGREEMENT, AT THE TIME OF ARBITRATION, TO CONDUCT

ARBITRATION AT A LOCATION OUTSIDE THIS STATE |

|
G) A PROVISION WHICH PERMITS A FRANCHISOR TO REFUSE TO PERMIT A
TRANSFER OF OWNERSHIP OF A FRANCHISE, EXCEPT FOR GOOD CAUSE THIS
SUBDIVISION DOES NOT PREVENT A FRANCHISOR FROM EXERCISING A RIGHT OF FIRST

REFUSAL TO PURCHASE THE FRANCHISE GOOD CAUSE SHALL INCLUDE, BUT IS NOT
LIMITED TO

|
) THE FAILURE OF THE PROPOSED TRANSFEREE TO MEET THE
FRANCHISOR’S THEN-CURRENT REASONABLE QUALIFICATIONS OR STANDARDS

() THE FACT THAT THE PROPOSED TRANSFEREE IS A COMPETITOR OF
THE FRANCHISOR OR SUBFRANCHISOR '

(m)  THE UNWILLINGNESS OF THE PROPOSED TRANSFEREE TO AGREE IN
WRITING TO COMPLY WITH ALL LAWFUL OBLIGATIONS

i

(iv)  THE FAILURE OF THE FRANCHISEE OR PROPOSED TRANSFEREE TO
PAY ANY SUMS OWING TO THE FRANCHISOR OR TO CURE ANY DEFAULT IN THE
FRANCHISE AGREEMENT EXISTING AT THE TIME OF THE PROPOSED TRANSFER

(H) A PROVISION THAT REQUIRES THE FRANCHISEE TO RESELL TO THE
FRANCHISOR ITEMS THAT "ARE NOT UNIQUELY IDENTIFIED WITH THE FRANCHISOR
THIS SUBDIVISION DOES NOT PROHIBIT A PROVISION THAT GRANTS TO A FRANCHISOR
A RIGHT OF FIRST REFUSAL TO PURCHASE THE ASSETS OF A FRANCHISE ON THE SAME
TERMS AND CONDITIONS AS A BONA FIDE THIRD PARTY WILLING AND ABLE TO
PURCHASE THOSE ASSETS, NOR DOES THIS SUBDIVISION PROHIBIT A PROVISION THAT
GRANTS THE FRANCHISOR THE RIGHT TO ACQUIRE THE ASSETS OF A FRANCHISE FOR
THE MARKET OR APPRAISED VALUE OF SUCH ASSETS IF THE FRANCHISEE HAS
BREACHED THE LAWFUL PROVISIONS OF THE FRANCHISE AGREEMENT AND HAS FAILED
TO CURE THE BREACH IN THE MANNER PROVIDED IN SUBDIVISION (C)

)] A PROVISION WHICH PERMITS THE FRANCHISOR TO DIRECTLY OR
INDIRECTLY CONVEY, ASSIGN, OR OTHERWISE TRANSFER ITS OBLIGATIONS TO FULFILL
CONTRACTUAL OBLIGATIONS TO THE FRANCHISEE UNLESS PROVISION HAS BEEN MADE
FOR PROVIDING THE REQUIRED CONTRACTUAL SERVICES

THE FACT THAT THERE IS A NOTICE OF THIS OFFERING ON FILE WITH THE

ATTORNEY GENERAL DOES NOT CONSTITUTE APPROVAL, RECOMMENDATION OR
ENDORSEMENT BY THE ATTORNEY GENERAL

i
|
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EXHIBIT L TO THE DISCLOSURE DOCUMENT
|
ADDENDUM TO THE FOOD SYSTEMS UNLIMITED, INC
FRANCHISE DISCLOSURE DOCUMENT

REQUIRED BY THE DEPARTMENT OF LAW OF THE STATE OF NEW YORK

The following Items are required to be included within the Disclosure Document and shall be
deemed to supersede the language in the Disclosure Document itself ‘

3 LITIGATION

Neither the Franchisor, 1ts Predecessor nor any person listed under Item 2 or.an affiliate offering
franchises under Franchisor’s principal trademark

(A) has an administrative, criminal or civil action pending against that person alleging a
felony, a violation of a franchise, antitrust or securities law, fraud, embezzlement,
fraudulent conversion, misappropriation of property, unfair or deceptive practices, or
comparable civil or misdemeanor allegations

(B) has been convicted of a felony or pleaded nolo contendere to a felony charge or, within
the ten year period immediately preceding the application for registration, has been
convicted of or pleaded nolo contendere to a misdemeanor charge or has been the subject
of a civil action alleging violation of a franchise, anti-fraud or securities law, fraud,
embezzlement, fraudulent conversion or msappropriation of property, unfair or
deceptive practices, or comparable allegations |

© 1s subject to a currently effective injunctive or restrictive order or decree relating to the
franchise, or under a Federal, State or Canadian franchise, securities, antitrust, trade
regulation or trade practice law, resulting from a concluded or pending action or
proceeding brought by a public agency, or 1s subject to any currently effective order of
any national securities association or national securities exchange, as defined 1n the
Secunities and Exchange Act of 1934, suspending or expelling such person from
membership 1n such association or exchange, or 1s subject to a currently effective
njunctive or restrictive order relating to any other business activity as a result of an
action brought by a public agency or department, including, without Iimitation, actions
affecting a license as a real estate broker or sales agent

4 BANKRUPTCY

s

Nerther the Franchisor, 1ts affiliate, 1ts predecessor, officers, or general partner during the ten
year period immediately before the date of the disclosure document (a) filed as debtor (or had filed
against it) a petition to start an action under the U S Bankruptcy Code (or any comparable foreign law),
(b) obtained a discharge of its debts under the bankruptcy code, or (c) was a principal officer of a
company or a general partner n a partnership that either filed as a debtor (or had filed against 1t) a
petition to start an action under the U S Bankruptcy Code or that obtained a discharge of its debts under
the U S Bankruptcy Code during or within one year after the officer or general partner of the Franchisor
held this position 1n the company or partnership
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IN WITNESS WHEREOF, the parties hereto have duly executed, sealed and delivered this
Addendum dated this

day of

,20

ATTEST

Witness

Witness

Asian Chao/ufdd 21a

FOOD SYSTEMS UNLIMITED, INC

|
By

Name
Title

FRANCHISEE




EXHIBIT L TO THE DISCLOSURE DOCUMENT

1

ADDENDUM TO THE FOOD SYSTEMS UNLIMITED, INC
DISCLOSURE DOCUMENT REQUIRED BY THE COMMONWEALTH OF VIRGINIA

In recognition of the restrictions contained 1n Section 13 1-564 of the Virginia Retail Franchising

Act, the Franchise Disclosure Document for Food Systems Unlimited, lnc for use n the
Commonwealth of Virginia shall be amended as follows

|
Additional Disclosure The following statements are added to Item 17 h

1
Pursuant to Section 13 1-564 of the Virgima Retail Franchising Act, 1t 1s unlawful for a
franchisor to cancel a franchise without reasonable cause If any grounds for default or
termmation stated n the franchise agreement and development agreement does not constitute

reasonable cause,” as that the term may be defined in the Virgima Retail Franchising Act or the
laws of Virginia, the provision may not be enforceable

IN WITNESS WHEREOF, the parties hereto have duly executed, sealed and delivered this
Addendum dated this

day of ,20
ATTEST FOOD SYSTEMS UNLIMITED, INC
By
Witness Name
Title
FRANCHISEE \
1
Witness

Asian Chao/ufdd 21a
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EXHIBIT M TO THE DISCLOSURE DOCUMENT
FORM OF GENERAL RELEASE

|
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FOOD SYSTEMS UNLIMITED, INC
GENERAL RELEASE AGREEMENT

THIS AGREEMENT (“Agreement”) 1s made and entered mto this _ day of

20 by and between Food Systems Unlimited, Inc, a Florida corporation havmg its principal place of

business located at 750 Florida Central Parkway, Sutte 100, Longwood, Florida 32750 (the

“Franchisor™), and , an mdividual residing at OR

(hereinafter referred to as “Releasor”), wherein the parties hereto, in exchange for good and

valuable consideration, the sufficiency and receipt of which 1s hereby acknowledged, and 1n reliance
upon the representations, warranties, and comments herein are set forth, do agree as follows

1 Release by Releasor

Releasor does for itself, its successors and assigns, hereby release and forever discharge
generally the Franchisor and any affiliate, wholly owned or controlled corporation, substdiary, successor
or assign thereof and any shareholder, officer, director, employee, or agent of any of'them, from any and
all claims, demands, damages, 1njuries, agreements and contracts, indebtedness, accounts of every kind or
nature, whether presently known or unknown, suspected or unsuspected, disclosed or undisclosed, actual
or potential, which Releasor may now have, or may hereafter claim to have or to have acquired against
them of whatever source or origin, arising out of or related to any and all transactlons of any kind or
character at any time prior to and including the date hereof, including generally any and all claims at law
or 1n equity, those arising under the common law or state or federal statutes, rules or regulations such as,
by way of example only, franchising, securities and anti-trust statutes, rules or regulations, in any way
arising out of or connected with the Agreement, and further promises never from this day forward,
directly or indirectly, to institute, prosecute, commence, join in, or generally attempt to assert or maintain
any action thereon against the Franchisor, any affiliate, successor, assign, parent corporation, subsidiary,
director, officer, shareholder, employee, agent, executor, administrator, estate, trustee or heir, in any
court or tribunal of the United States of America, any state thereof, or any other jurisdiction for any
matter or claim arising before execution of this Agreement In the event Releasor breaches any of the
promises covenants, or undertakings made heretn by any act or omission, Releasor shall pay, by way of
indemnification, all costs and expenses of the Franchisor caused by the act or omission, including
reasonable attorneys’ fees

2 Releasor hereto represents and warrants that no portion of any claim, right, demand,
obligation, debt, guarantee, or cause of action released hereby has been assigned or transferred by
Releasor party to any other party, firm or entity in any manner including, but not limited to, assignment
or transfer by subrogation or by operation of law In the event that any claim, demand or suit shall be
made or institute against any released party because of any such purported assignment, transfer or
subrogation, the assigning or transferring party agrees to indemnify and hold such released party free and
harmless from and against any such claim, demand or suit, including reasonable costs and attorneys’ fees
incurred 1n connection therewith It is further agreed that this indemnification and hold harmless
agreement shall not require payment to such claimant as a condition precedent to recovery under this
paragraph

3 Each party acknowledges and warrants that his, her or its execution of thls Agreement 18
free and voluntary
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4 Florida law shall govern the validity and interpretation of this Agreement, as well as the
performance due thereunder This Agreement 1s binding upon and inures to the benefit of the respective
assigns, successors, heirs and legal representatives of the parties hereto

5

1

In the event that any action 1s filed to interpret any provision of t:hls Agreement, or to

enforce any of the terms thereof, the prevailing party shall be entitled to its reasonable attorneys’ fees and
costs incurred therein, and said action must be filed in the State of Florida

6 This Agreement may be signed in counterparts, each of which shall be binding against
the party executing 1t and considered as the original

IN WITNESS WHEREOF, the parties hereto, intending to be legally bound hereby, have
executed this agreement effective as of the date first above

Witness RELEASOR

(Name)

Witness FOOD SYSTEMS UNLIMITED, INC

By
Name
Title
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EXHIBIT N TO THE DISCLOSURE DOCUMENT
LIST OF STATE ADMINISTRATORS
AND AGENTS FOR SERVICE OF PROCESS

Listed here are the names, addresses and telephone numbers of the state agencies having

responsibility for franchising disclosure/registration laws and for service of process We may not yet be
registered to sell franchises in any or all of these states

1

CALIFORNIA CONNECTICUT ~
Department of Business Oversight

320 West 4th Street, Suite 750
Los Angeles, CA 90013
(213) 576-7500 Toll Free (866) 275-2677

State of Connecticut
Department of Banking
Securities & Business Investments Division

Agent Commussioner of Business Oversight 260 Constitution Plaza

Hartford, CT 06103-1800
1515 K Street, Suite 200 (860) 240-8230
Sacramento, CA 95814

(916) 445-7205 Agent Banking Commissioner

1350 Front Street !
San Diego, CA 92101
(619) 525-4233

1 Sansome Street, Suite 600
San Francisco, CA 94104
(415) 972-8559

HAWAII ILLINOIS
(state administrator)

Franchise Bureau

Business Registration Division Office of the Attorney General

Department of Commerce and Consumer Affairs 500 South Second Street l
335 Merchant Street, Room 203 Springfield, Illinois 62706
Honolulu, Hawan 96813 (217) 782-4465

(808) 586-2722

(agent for service of process)

Commuissioner of Securities
State of Hawan

335 Merchant Street
Honolulu, Hawan 96813
(808) 586-2722
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INDIANA
(state administrator)

Indiana Secretary of State
Securities Division, E-111
302 Washington Street
Indianapolis, Indiana 46204
(317) 232-6681

(agent for service of process)
Indiana Secretary of State
201 State House

200 West Washington Street
Indianapolis, Indiana 46204
(317) 232-6531

MARYLAND
(state admimistrator)

Office of the Attorney General
Securities Division

200 St Paul Place

Baltimore, Maryland 21202-2021
(410) 576-6360 '

(for service of process)

Maryland Securities Commissioner
200 St Paul Place

Baltimore, Maryland 21202-2021
(410) 576-6360 ‘

MICHIGAN
(state administrator)

Consumer Protection Division

Antitrust and Franchise Unit

Michigan Department of Attorney General
525 W Ottawa Street, 6 Floor

Lansing, Michigan 48933

(517)373-7117

(for service of process)

Corporations Division

Bureau of Commercial Services
Department of Labor and Economic Growth
P O Box 30054

Lansing, Michigan 48909

MINNESOTA 1
(state adminstrator)

Minnesota Department of Commerce
85 7" Place East, Suite 500

St Paul, Minnesota 55101-2198
(651) 539-1600

(for service of process) |
Minnesota Commissioner of Commerce

NEW YORK
(state administrator)

New York State Department of Law

Investor Protection Bureau, Franchise Section
120 Broadway, 23™ Floor

New York, New York 10271

(212) 416-8211

(for service of process)

Secretary of State of New York

One Commerce Plaza, 99 Washington Avenue
Albany, New York 12231

(518) 474-4750

NORTH DAKOTA

North Dakota Securities Departmlent
State Capitol, Fifth Floor, Dept 414
600 East Boulevard Avenue
Bismarck, North Dakota 58505
(701) 328-4712
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OREGON

Department of Insurance and Finance
Corporate Securities Section

Labor and Industries Building
Salem, Oregon 97310

(503) 378-4387

RHODE ISLAND

Securities Division
Rhode Island Dept of Business Regulation
Bldg 69, First Floor

John O Pastore Center "
1511 Pontiac Avenue
Cranston, R1 02920 !
(401) 462-9500

SOUTH DAKOTA

Drvision of Securities

Department of Labor & Regulatton
124 S Euchd Avenue, Suite 104
Pierre, South Dakota 57501

(605) 773-4823

VIRGINIA
l

State Corporation Commission
Division of Securities and Retail Franchising
1300 East Main Street, 9th Floor
Richmond, Virginia 23219
(804) 371-9051 «

|
(for service of process)
Clerk of the State Corporation Commission
1300 East Main Street, 1% Floor
Richmond, Virginia 23219
(804) 371-9733 !

WASHINGTON
(state admnistrator)

Department of Financial Institutions
Securities Division

150 Israel Road S W

Tumwater, Washington 98501
(360) 902-8760

(for service of process)

Director, Department of Financial Institutions
Securities Division

150 Israel Road S W

Tumwater, Washington 98501

WISCONSIN |
(state administrator)

|
Division of Securities

Department of Financial Institutions
201 W Washington Ave, 3rd Floor
Madison, Wisconsin 53703

(608) 266-1064 \

(for service of process)
Administrator, Division of Securities
Department of Financial Institutions
201 W Washington Ave , 3rd Floor
Madison, Wisconsin 53703 \

Asian Chao/ufdd 21a




EXHIBIT O TO THE DISCLOSURE DOCUMENT

UCC-1 FINANCING STATEMENT
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UCC FINANCING STATEMENT

FOLLOW INSTRUCTIONS (front and back) CAREFULLY

A NAME & PHONE OF CONTACT AT FILER (optional)

i

8 SEND ACKNOWLEDGMENT TO (Name and Address)

THE ABOVE SPACE IS FOR FILING OFFICE USE ONLY

1 DEBTORS EXACT FULL LEGAL NAME - insert only one debtor name {1a or 1b} — do not abbreviate or combine names

QLS Jab

1a ORGANIZATION S NAME

OR

1b INDIVIDUAL S LAST NAME

FIRST NAME

MIDDLE NAME

t

SUFFIX

1¢ MAILING ADDRESS

cIry

STI‘\TE

POSTAL CODE

COUNTRY

1d SEE INSTRUCTIONS ADDL INFO RE 16 TYPE OF CRGANIZATION 11 JURISDICTION OF ORGANIZATION 19 ORGANIZATIONAL ID# if any D
ORGANIZATION 1
DEBTOR NONE
2 IADDITIONAL DEBTOR S EXACT FULL LEGAL NAME — insert only one debtor name (2a or 2b) — do not abbreviate or combine names
! 2a ORGANIZATION S NAME
|
OR 2b INDIVIDUAL S LAST NAME FIRST NAME MIDll)LE NAME SUFFIX
2¢ MAILING ADDRESS ciTY STATE | POSTAL CODE COUNTRY
| i
2d SEE INSTRUCTIONS ADDL INFO RE 2e TYPE OF ORGANIZATION 21 JURISDICTION OF ORGANIZATION 2g ORGANIZATIONAL ID# if any
ORGANIZATION NONE
DEBTOR f
3 IS ECURED PARTY'S NAME {or NAME of TOTAL ASSIGNEE of ASSIGNOR S/P) — insert only one secured party name (32 or 3b)
3a ORGANIZATION'S NAME
f L
OR 3b INDIVIDUAL § LAST NAME FIRST NAME MlDDL[E NAME SUFFIX
3¢ MAILING ADDRESS oIy STATE | POSTAL CODE COUNTRY
L

4 This FINANCING STATEMENT covers the following collateral

5! ALTERNATIVE DESIGNATION (f applicable)

D LESSEEALESSOR [ ] CONSIGNEE/CONSIGNOR D BAILEE/BAILOR D SELLER/BUYER D AG LIEN D NON UCC FILING

6 D This FINANCING STATEMENT s to be filed [for record] (or recorded) in the REAL ESTATE
Attach Addendum

RECORDS

{if applicable]

7 Check to REQUEST SEARCH REPORT(S) on Debtor(s)

All Debtors

[ADDITIONAL FEE]

[optional]

[ pebtd

1 pebtor 1

8,

OPTIONAL FILER REFERENCE DATA
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Instructions for UCC Financing Statement (Form UCC1)

Please type or laser print this form Be sure it 1s completely legible Read all Instructions especially Instruction 1 correct Debtor name 1s

crucial Follow Instructions completely

Fill in form very carefully mistakes may have important legal consequences If you have questions consult your attorney Filing office cannot
gve legal advice Do not insert anything in the open space in the upper portion of this form it is reserved for filing office use

When properly completed send Filing Office Copy with required fee to filing office If you want an acknowledgment complete item B and if
fillng in a filing office that returns an acknowledgment copy furnished by filer you may also send Acknowledgment Copy otherwise
detach If you want to make a search request complete item 7 (after reading Instruction 7 below) and send Search Report Copy

otherwise detach Always detach Debtor and Secured Party Copies

if you need to use attachments you are encouraged to use either Addendum (Form UCC1Ad) or Additional Party (Form UCCIAP)
A To assist filing offices that might wish to communicate with filer filer may provide information in item A This item Is optional
B Complete item B if you want an acknowledgment sent to you If filing in a filing office that returns an acknowledgment copy furnished by
filer present simultaneously with this form a carbon or other copy of this form for use as an acknowledgment copy

1 Debtor name Enter only one Debtor name in item 1 an organization s
! 2 name (1 a) or an individual s name {1 b) Enter Debtor s exact full legal
name Dont abbreviate

'1a Organization Debtor Organization means an entity having a legal
identity separate from its owner A partnership 1s an arganization a sole
proprietorship 1s not an organization even If it does business under a
trade name If Debtor i1s a partnership enter exact full legal name of
partnership you need not enter names of partners as additional Debtors
If Debtor is a registered organization (e g corporation limited

' partnership limited hability company) it i1s advisable to examine Debtor's
current filed charter documents to determine Debtor’s correct name
organization type and jurisdiction of organization

1b Individual Debtor Individual means a natural person this includes
a sole propnetorship whether or not operating under a trade name Dont
use prefixes (Mr Mrs Ms) Use suffix box only for titles of neage (Jr

I sr Ill) and not for other suffixes or titles (e g M D) Use marned
woman s personal name (Mary Smith not Mrs John Smith} Enter
individual Debtor's family name (surname) in Last Name box first given
name in First Name box and all additional given names in Middle Name

\ box

For both organization and individual Debtors Dont use Debtor s trade name
' DBA AKA FKA Division name etc in place of or combined with
Debtor's legal name you may add such other names as additional
Debtors if you wish (but this 1s neither required nor recommended)

1 ¢ An address I1s always required for the Debtor namedintaorib

1d Reserved for Financing Statements to be filed in North Dakota or
, South Dakota only If this Financing Statement 1s to be filed in North
Dakota or South Dakota the Debtor's taxpayer identification number (tax
1D#) __ social securnty number or employer dentification number must be
placed in this box

le fg Additional information re organization Debtor' 1s always required

' Type of organization and junsdiction of organization as well as Debtor's
exact legal name can be determined from Debtor's current filed charter

, document Organizational ID # if any s assigned by the agency where
the charter document was filed this is different from tax ID # this should
be entered preceded by the 2 character U S Postal identification of state
of organization If one of the United States (e g CAI2345 for a California
corporation whose organizational ID # 1s 12345) If agency does not
,assign organizational ID # check box in tem 1g indicating none

Note If Debtor is a trust or a trustee acting with respect to property held in
'trust 8 enter Debtor's name in item 1 and attach Addendum
(Form UCC1Ad) and check appropriate box in item 17 If Debtor s a
decedent s estate enter name of deceased indiidual in tem 1 b and
attach Addendum (Form U CC | Ad) and check appropniate box in item
17 If Debtor 1s a transmitting utility or this Financing Statement 1s filed in
connection with a Manufactured Home Transactton or a Public Finance
Transaction as defined in applicable Commercial Code attach
Addendum (Form UCC1Ad) and check appropnate box in item 18
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2 If an additional Debtor 1s included complete item 2 determined and

formatted per Instruction 1 To include further additional Debtors attach
either Addendum (Form UCC1Ad) or Additional Party (Form UCC1AP) and
follow Instruction 1 for determining and formatting additional names

Enter information for Secured Party or Total Assignee determined and
formatted per Instruction 1 To include further additional Secured Parties
attach either Addendum (Form UCC1Ad) or Additional Party (Form UCC1
AP) and follow Instruction 1 for determining and formatting additional names
If there has been a total assignment of the Secured Party s interest prior to
filing this form you may either (1) enter Assignor S/P s name and address in
item 3 and file an Amendment (Form UCC3) [see item 5 of that form] or (2)
enter Total Assignee s name and address in item 3 and If you wish aiso
attaching Addendum (Form UCC1Ad) giving Assignor S/P s name and
address In item 12

Use item 4to indicate the collateral covered by this Financing Statement If
space in item 4 1s insufficient put the entire collateral descnption or
continuation of the collateral description on either Addendum (Form
UCC1Ad) or other attached additional page(s)

If filer desires (at filer's option) to use titles of lessee and lessor or
consignee and consignor or seller and buyer (in the case of accounts or
chattel paper) or bailee and bailor instead of Debtor and Secured Party
check the appropnate box in item 5 If this I1s an agncultural lien (as defined
in applicable Commercial Code) filing or I1s otherwise not a UCC security
interest filing (e g atax fien judgment lien etc) check the appropriate box
In tem 5 complete items 1 7 as applicable and attach any other items
requwed under other law

If this Financing Statement i1s filed as a fixture filing or If the collateral
consists of timber to be cut or as-extracted collateral complete items 1 5
check the box in item 6 and complete the required information (items 13 14
and/or 15) on Addendum (Form UCC1Ad)

This item Is optional Check appropriate box in item Ito request Search
Report(s) on all or some of the Debtors named in this Financing Statement
The Report will ist all Financing Statements on file against the designated
Debtor on the date of the Report including this Financing Statement There
1s an additional fee for each Report If you have checked a box In tem 7 file
Search Report Copy together with Filing Officer Copy (and Acknowledgment
Copy) Note Not all states do searches and not all states will honor a search
request made via this form some states require a separate request form

8 This item 1s optional and 1s for filers use only For filer's convenience of

reference filer may enter in item 8 any identifying information (e g Secured
Partys loan number law fim file number Debtor's name or other
identification state in which form is being'filed etc ) that filer may find useful



RECEIPT .
(RETURN ONE COPY TO US)
I
This disclosure document summarizes certain provisions of the franchise agreement and other
information tn plain language Read this disclosure document and all agreements carefully

If Food Systems Unlimited, Inc offers You a franchise, 1t must provide thltS disclosure document
to You 14 calendar days before You sign a binding agreement with, or make a payment to, the franchisor
or an affiliate in connection with the proposed franchise sale or grant New York and Rhode Island
require that We give You this disclosure document at the earlier of the first personal meeting or 10
business days before the execution of the franchise or other agreement or the payment of any
consideration that relates to the franchise relationship Michigan and Oregon require that We give You
this disclosure document at least 10 business days before the execution of any binding franchise or other
agreement or the payment of any consideration, whichever occurs first

If Food Systems Unlimited, Inc does not deliver this disclosure document on time or iIf 1t
contains a false or misleading statement, or a material omission, a violation of federal law and state law
may have occurred and should be reported to the Federal Trade Commuission, Washington, DC 20580 and
the appropriate state agency listed on Exhibit N

The franchisor ts Food Systems Unlimited, Inc, located at 750 Florida Central Parkway, Suite
100, Longwood, Florida 32750 Its telephone number 1s (407) 830-5338

1

Issuance date _July 29,2016

The franchise seller for this offering 1s |

O Danny Chan. 750 Florida Central Parkway. Suite 100, Longwood, FL. 32750 (407) 830-5338
O Other

Food Systems Unlimited, Inc authorizes the agents listed in Exhibit N to recerve service of
process.for it

I have received a disclosure document dated , 20 that included the
following Exhibits [
A — Financial Statements H — List of Franchisees and Developers
B — Development Agreement and State | I — Franchisees and Developers Who Have Left the System
Addendum !
C — Franchise Agreement and State J — Table of Contents of Operations Manual
Addendum '
D — Electronic Transfer Authorization K — Franchisee Disclosure Acknowledgment Statement
E — Power of Attorney (Telephone) L — State Specific Addendum to the Disclosure Document
F — Power of Attorney (Tax) M — Form of General Release
G — Confidentiahity Agreement N — List of State Administrators/Agents for Service of Process
O - UCC-1 Financing Statement
Date
(Do not leave blank) Signature of Prospective Franchisee

Print Name

You may return the signed receipt either by signing, dating and mailing 1t to Food Systems Unlimited,
Inc at 750 Flornda Central Parkway, Suite 100, Longwood, Florida 32750, or by faxing a copy of the
signed and dated receipt to Food Systems Unlimited, Inc at (407) 830-4443
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RECEIPT
(RETURN ONE COPY TO US)

This disclosure document summarizes certain provisions of the franchise agreement and other
information in plain language Read this disclosure document and all agreements ca‘refully

If Food Systems Unlimited, Inc offers You a franchise, it must provide this disclosure document
to You 14 calendar days before You sign a binding agreement with, or make a payment to, the franchisor
or an affiliate in connection with the proposed franchise sale or grant New York and Rhode Island
require that We give You this disclosure document at the earlier of the first personal meeting or 10
business days before the execution of the franchise or other agreement or the payment of any
consideration that relates to the franchise relationship Michigan and Oregon require that We give You
this disclosure document at least 10 business days before the execution of any binding franchise or other
agreement or the payment of any consideration, whichever occurs first

If Food Systems Unlimited, Inc does not deliver this disclosure document on time or if it
contains a false or misleading statement, or a material omission, a violation of federal law and state law
may have occurred and should be reported to the Federal Trade Commuission, Washington, DC 20580 and
the appropriate state agency listed on Exhibit N

The franchisor 1s Food Systems Unlimited, Inc, located at 750 Florida Central Parkway, Suite
100, Longwood, Florida 32750 Its telephone number 1s (407) 830-5338

Issuance date _July 29,2016 !

The franchise seller for this offering 1s
[0 Danny Chan, 750 Florida Central Parkway, Suite 100, Longwood, FL. 32750 (407) 830-5338
O Other

Food Systems Unlimited, Inc authorizes the agents listed in Exhibit N to receive service of
process for it |

I have received a disclosure document dated , 20___ that included the
following Exhibits
!
A — Fmancial Statements H — List of Franchisees and Developers

B — Development Agreement and State | I — Franchisees and Developers Who Have Left the System
Addendum

C - Franchise Agreement and State J — Table of Contents of Operations Manual

Addendum

D — Electronic Transfer Authorization K — Franchisee Disclosure Acknowledgment Statement

E — Power of Attorney (Telephone) L — State Specific Addendum to the Disclosure Document

F — Power of Attorney (Tax) M — Form of General Release

G — Confidentiality Agreement N — List of State Administrators/Agents. for Service of Process

O — UCC-1 Financing Statement

Date

(Do not leave blank) Signature of Prospective Franchisee

Print Name

You may return the signed receipt either by signing, dating and mailing 1t to Food Systems Unlimited,
Inc at 750 Flonda Central Parkway, Suite 100, Longwood, Florida 32750, or by faxing a copy of the
signed and dated receipt to Food Systems Unlimited, Inc at (407) 830-4443
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