


~ EST. 1976 ~

< ?aprzoftzs >

FRANCHISE DISCLOSURE DOCUMENT

CAPRIOTTI’S SANDWICH SHOP, INC.
A Nevada Corporation
6056 S. Durango Drive
Las Vegas, Nevada 89113
Phone No: (866).959-3737
info@capriottis.com — http://www.capriottis.com

You will operate a retail restaurant which serves various submarine, deli sandwiches and related items in
a casual sit-down and/or take-out format under the name “CAPRIOTTI’S SANDWICH SHOP®,”
“CAPRIOTTI’S®” and other service marks.

The total investment necessary to begin operation of a CAPRIOTTI’S SANDWICH SHOP restaurant
ranges from $375,000 to $645,413. This includes $46,000 that must be paid to the franchisor or affiliate.
If you want development rights, you must pay us a development fee equal to $30,000 (the initial franchise
fee for the first Restaurant), plus the $6,000 Development Services Fee for the first Restaurant, plus a
deposit of 33% of the initial franchise fee (which is $30,000) for each additional Restaurant you commit
to develop. The total investment necessary to begin operation if you acquire development rights is
$375,000 to $655,413. This includes $56,000 that must be paid to the franchisor or affiliate.

This disclosure document summarizes certain provisions of your franchise agreement and other
information in plain English. Read this disclosure document and all accompanying agreements carefully.
You must receive this disclosure document at least 14 calendar days before you sign a binding agreement
with, or make any payment to, us or an affiliate in connection with the proposed franchise sale. Note,
however, that no governmental agency has verified the information contained in this document.

You may wish to receive your disclosure document in another format that is more convenient for you. To
discuss availability of disclosures in different formats, contact the Franchise Administration Department
at 6056 S. Durango Drive, Las Vegas, Nevada 89113, (866) 959-3737.

The terms 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.

Buying a franchise is a complex invesiment. The information in this disclosure document can help you
make up your mind. More information on franchising, such as “A Consumer’s Guide to Buying a
Franchise,” which can help you understand how to use this disclosure document, is available from the
Federal Trade Commission. You can contact the FTC at 1-877-FTC-HELP or by writing to the FTC at
600 Pennsylvania Avenue, NW, Washington, D.C. 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 library for other
sources of information on franchising.

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

[ssuance date of this Franchise Disclosure Document: April 17, 2019
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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 regulator or agent for service of process listed in Exhibit A for information about
us, 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 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 AGREEMENT AND AREA DEVELOPMENT AGREEMENT
REQUIRE THAT ALL DISAGREEMENTS BE SETTLED BY ARBITRATION IN
NEVADA. OUT OF STATE ARBITRATION MAY FORCE YOU TO ACCEPT A
LESS FAVORABLE SETTLEMENT FOR DISPUTES. IT MAY ALSO COST YOU
MORE TO ARBITRATE WITH US IN NEVADA THAN IN YOUR HOME STATE.

2. THE FRANCHISE AGREEMENT AND AREA DEVELOPMENT AGREEMENT
STATE THAT NEVADA 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. WE MAY REQUIRE YOUR SPOUSE TO SIGN A PERSONAL GUARANTEE
MAKING YOUR SPOUSE INDIVIDUALLY LIABLE FOR YOUR FINANCIAL
OBLIGATIONS UNDER THE FRANCHISE AGREEMENT. THE GUARANTEE
WILL PLACE YOUR SPOUSE’S MARITAL AND PERSONAL ASSETS AT RISK IF

YOUR FRANCHISE FAILS.

4. THERE MAY BE OTHER RISKS CONCERNING THIS FRANCHISE.
We use the services of one or more FRANCHISE BROKERS or referral sources to assist us in selling our
franchise. A franchise broker or referral source represents us, not you. We pay this person a fee for selling

our franchise or referring you to us. You should be sure to do your own investigation of the franchise.

Effective Date: See the next page for state effective dates.
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CAPRIOTTI’S SANDWICH SHOP, INC.
STATE EFFECTIVE DATES
The following states require that the Franchise Disclosure Document be registered or filed with the state
or be exempt from registration: California, Hawaii, lllinois, Indiana, Maryland, Michigan, Minnesota,

New York, North Dakota, Rhode island, South Dakota, Virginia, Washington and Wisconsin.

This Franchise Disclosure document is registered, on file, or exempt from registration in the following
states having franchise registration and disclosure laws, with the following effective dates:

California Pending
Ilinois April 22, 2019
Indiana April 22,2019
Maryland Pending
Michigan April 17,2019
Minnesota Pending
New York Pending
North Dakota Pending
Rhode Island Pending
South Dakota April 23,2019
Virginia Pending
Washington Pending
Wisconsin April 19, 2019

In all other states without franchise registration laws, the effective date of this Franchise Disclosure
Document is the issuance date of April 17, 2019.
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THE FOLLOWING PROVISIONS APPLY ONLY TO TRANSACTIONS GOVERNED
BY THE MICHIGAN FRANCHISE INVESTMENT LAW

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 subject to
compensation. This subsection applies only if: (i) the term of the franchise is less than 5 years; and (ii) 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 6 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.

Q) 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:

(i) The failure of the proposed transferee to meet the franchisor’s then current
reasonable qualifications or standards.

(ii) The fact that the proposed transferce is a competitor of the franchisor or
subfranchisor.

(iii) The unwillingness of the proposed transferee to agree in writing to comply with
all lawful obligations.

(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.
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(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).

(D 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.

If the franchisor’s most recent financial statements are unaudited and show a net worth of less than
$100,000, the franchisor shall, at the request of a franchisee, arrange for the escrow of initial investment
and other funds paid by the franchisee until the obligations to provide real estate, improvements,
equipment, inventory, training, or other items included in the franchise offering are fulfilled. At the option
of the franchisor, a surety bond may be provided in place of escrow.

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.

Any questions regarding this notice should be directed to:

State of Michigan Consumer Protection Division
Attn: Franchise
670 G. Mennen Williams Building
525 West Ottawa
Lansing, Michigan 48909
(517)373-3117

Despite subparagraph (f) above, we intend to enforce fully the arbitration sections contained in our
Franchise Agreement and Area Development Agreement. We believe that subparagraph (f) is
unconstitutional and cannot preclude us from enforcing our arbitration sections. If you acquire a
franchise, you acknowledge that we will seek to enforce the arbitration sections as written, and that the
terms of the Franchise Agreement and Area Development Agreement will govern our relationship with
you, including the specific requirements of the arbitration sections.
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ITEM1
THE FRANCHISOR AND ANY PARENTS, PREDECESSORS, AND AFFILIATES

For ease of reference in this Franchise Disclosure Document, Capriotti’s Sandwich Shop, Inc.
will be referred to as “we,” or “us,” and the person who is considering the franchise will be referred to as
“you.” If the franchisee will operate through a corporation, partnership or limited liability company,
“you” also includes the franchisee’s owners or partners as pertains to certain provisions of the franchise
agreement and related documents that will apply to your shareholders, partners, members, managers,
officers and directors. Those provisions will be noted.

Our principal business address is 6056 S. Durango Drive, Las Vegas, Nevada 89113.

We conduct business under the names “Capriotti’s Sandwich Shop, Inc.,” “CAPRIOTTI'S
SANDWICH SHOP,” “CAPRIOTTI’S,” and/or “CAPRIOTTI’S Restaurant.” We are a Nevada
corporation organized on December 13, 2007. Other than the franchise opportunity described in this
Franchise Disclosure Document, we do not offer franchises for sale in any other lines of business. We
have no other business activities and have not operated a CAPRIOTTI’S Restaurant. However, our
affiliates have operated CAPRIOTTI'S Restaurants for many years. (Item 20 discloses affiliate-owned
CAPRIOTTI’S Restaurants during our last 3 fiscal years.)

We have offered franchises of the type offered to you since our acquisition of the system in
January 2008.

We have no predecessors, parent companies, or affiliates disclosable in this ltem.

We have developed a casual restaurant format and operating system that focuses on serving
submarine sandwiches and other menu items. Our operating system includes a recognized design, decor,
color scheme, recipes, uniform standards, specifications, rules and procedures of operation, techniques,
philosophies, quality and uniformity of products and services offered and procedures for inventory and
management control (the “System”). We grant franchises to operate CAPRIOTTI’S SANDWICH SHOP
restaurants (“Franchised Restaurant”), using the System and our trade names, trademarks, service marks,
emblems, slogans and copyrights as authorized by us. Our System takes advantage of the growth in the
consumption of restaurant food by providing great tasting submarine sandwiches at competitive prices.
You must offer a standard menu of our products, which are offered for sale to the general public.

This Franchise Disclosure Document describes many of the things you may want to know about
owning and operating a Franchised Restaurant. You will use the System to operate a Franchised
Restaurant. We will provide you with initial basic training and continuing advice and assistance in the
operation of your franchise, merchandising and advertising, all as described in this Franchise Disclosure
Document.

You must sign our standard franchise agreement (“Franchise Agreement™) and other related
documents. The form of franchise agreement for the Franchised Restaurant(s) you develop is contained in
Exhibit B to this Franchise Disclosure Document. You must operate the Franchised Restaurant according

to the standards and specifications in those agreements and our confidential operations manual
(“Manual”).

We will grant you a license to use the service marks “CAPRIOTTI’S,” “CAPRIOTTI’S
SANDWICH SHOP,” “CAPRIOTTI’S Restaurant,” and our trade names, trade dresses, other service
marks, trademarks, copyrights, symbols, logos, characters, designs, illustrations, art works, titles and
slogans (“Marks”).

CAPRIOTTI'S FDD (2019)
EAST\165215714.3 ‘



If you are renewing your franchise because its current term is about to expire, you will sign our
Renewal Rider to Franchise Agreement (Exhibit K), which, among other things, modifies certain
provisions in our standard Franchise Agreement that do not apply to you because your Restaurant already
is open.

You will compete with other local, regional and national companies offering competitive
products and services. Our competitors include other submarine sandwich restaurants. These competitors
include, Subway®, Quiznos®, Jimmy John’s®, Jersey Mike’s ® and Firehouse Subs®. The market for
submarine restaurants is large and developed. You may face competition from larger, more established
and better funded companies in some areas.

You must comply with all local, state and federal laws and regulations applicable to the operation
of your business, including applicable health regulations. You must obtain a food handlers or similar
permit and business license in your state and follow any Occupational Safety & Health Administration
guidelines, Americans With Disabilities Act guidelines, and any other laws and regulations which apply
to restaurants specifically and businesses generally. The preparation and handling of food is federally
regulated by the Pure Food and Drugs Act of 1906, the Federal Food, Drug and Cosmetic Act, and by
rules and policies of the Food and Drug Administration. State requirements relating to food safety
typically pertain to,sanitation and food handling. Local inspectors may also enforce sanitation and food
handling rules created on the state and/or local level. The location, construction and operation of a
Franchised Restaurant may also be affected by a variety of state and local zoning, land use, planning,
handicap access, minimum wage, and labor laws and regulations. We urge you to make inquiries,
including seeking advice from an attorney, about these laws and regulations.

We also offer options to develop and operate a minimum of 3 Capriotti’s Franchised Restaurants
under an Area Development Agreement (“Area Development Agreement™) attached to this Franchise
Disclosure Document as Exhibit C. If you sign an Area Development Agreement, you receive a
Designated Territory (“Designated Territory”) where you will establish individual franchises under
separate Franchise Agreements according to a Development Schedule (“Development Schedule™) by the
dates specified on the Development Schedule. The form of Franchise Agreement you sign for future
franchises to be developed under the Area Development Agreement may be different from the Franchise
Agreement attached to this Franchise Disclosure Document as Exhibit B.

ITEM 2
BUSINESS EXPERIENCE

Director and Chief Executive Ofﬁcér: Ashley [. Morris

Ashley 1. Morris has served as our Chief Executive Officer and a member of the Board of
Directors since January 2008 and was our President from January 2008 to December 2011. Before
working for us, Mr. Morris served from 2004 to 2008 as Chief Executive Officer and Chief Financial
Officer of Damp Industries, Inc., in Las Vegas, Nevada, which owned and operated 3 CAPRIOTTT'S
SANDWICH SHOP Franchised Restaurants in the Las Vegas area.

Director, President. and Chief Information Officer: Jason M. Smylie

Jason M. Smylie has been our President since January 2016 and a member of the Board of
Directors and Chief Information Officer since July 2009. He was our Executive Vice President from July
2009 until January 2016. Mr. Smylie served as our Chief Operating Officer from January 2008 to July
2009. From 2004 to 2008, Mr. Smylie served as Chief Operating Officer of Damp Industries, Inc. in Las
Vegas, Nevada, which owned 3 CAPRIOTTI’S SANDWICH SHOP Franchised Restaurants.

CAPRIOTTI’S FDD (2019)
EASTA165215714.3




Chief Development Officer: David Bloom

David Bloom has served as our Chief Development Officer since January 2017. From January
2016, to December 2016, he served as President for Office Evolution in Denver, Colorado. From
September 2015 to January 2016, he served as Executive Vice President of Business Development and
Strategy for Synergy Restaurant Consultants in Newport Beach, California. From October 2013 to May
2015, he served as Chief Operating Officer for Famous Brands International in Broomfield, Colorado.

Senior Vice President of Marketing: Jane McPherson

Jane McPherson has served as our Senior Vice President of Marketing since August 2017. From
April 2016 to August of 2017, she served as Vice President of Marketing at Office Evolution in Denver,
Colorado. From August 2014 to April 2016, she served as Vice President at Famous Brands in Denver,
Colorado, responsible for TCBY and Mrs. Fields brand management and marketing. From October 2001
to August of 2014, she served as Chief Marketing Officer for SpyderLynk Mobile Marketing and
Technology in Denver, Colorado.

Senior Vice President of Finance: Brent Erwin:

Brent Erwin has served as our Senior Vice President of Finance since November 2018. From
October 2016 through August 2018, he was the Senior Director, Operations Finance for Levy
Restaurants in Chicago, Illinois. (He was in between positions from August 2018 to November 2018.)
From February 2015 through October 2016, he was Vice President of Finance for Element Collective
Inc. in Chicago, Illinois. From January 2014 through February 2015, he was the Financial Business
Manager for Mayer Brown, a law firm in Chicago, Illinois.

Vice President of CAPmastery: Glynn Chambers

Glynn Chambers has served as our Vice President of CAPMastery since December 2018. From
June 2017 to December 2018, she served as a Capriotti’s Business Coach. From June 2015 to May 2017,
she served as Director of Operations for Five Guys Enterprises, LLC, in Manassas, Virginia. From
January 2013 to June 2015, she served as an Area Manager for Five Guys Enterprises, LLC in Maryland.

President of Real Estate: Dennis Watts

Dennis Watts has served as our President of Real Estate since March 2018. From August 2013 to
February 2018, he served as Senior Director with Dapper Companies in Las Vegas, Nevada. From.

Vice President of Development: Raymond “Bruce ” Evans

Bruce Evans has served as our Vice President of Development since December 2013. From
October 2012 to December 2013, he served as our Vice President of Franchise Sales.

Director of Design & Construction: Ja Haddad

Ja Haddad has served as our Director of Design and Construction since December 2014. From
August 2013 to December 2014, she served as a Broker for Signature Real Estate Group in Las Vegas,
Nevada.

Vice President of Supply Chain: Ami Lindsay

Ami Lindsay has served as our Vice President of Supply Chain since December 2015. From April
2015 to November 2015, she served as Vice President of Supply Chain for the Chalak Mitra Group in
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Dallas, Texas. She also served as Director of Food and Beverage for the Mark Cuban Companies in
Dallas, Texas from November 2012 to November 2015. Ms. Lindsay was our Director of Supply Chain
from March 2010 to November 2012.

Training Program Director: Ron Martinez

Ron Martinez has served as our Training Program Director since February 2018. He served as our
Senior Training Manager in Las Vegas, Nevada from January 2015 to February 2018 and as our Training
Manager from March 2012 to January 2015.

Chairman of the Board of Directors: George J. Chanos

George J. Chanos, Esq., has served as our Chairman of the Board of Directors since January
2008. He also has been a business and legal consultant in Las Vegas, Nevada since at least April 2012.

Director: David Barr

Mr. Barr has been one of our Directors since December 2015. He is Chairman of the Board and
Founder of PMTD Restaurants, located in Marietta, Georgia, which has owned and operated KFC
Restaurants and other businesses since May 1998. Mr. Barr (based in Marietta, Georgia) also has been
self-employed in various business ventures since at least April 2012 and served on the Boards of
Directors of numerous foodservice and other companies in the United States beginning before April 2012
and continuing to the date of this Franchise Disclosure Document.

Director: John D. ("JD") Sun

Mr. Sun has been one of our Directors since December 2015. He has engaged in personal
investment activities since December 2012.

ITEM 3
LITIGATION

No litigation is required to be disclosed in this Item.

ITEM 4
BANKRUPTCY

Ami Lindsay, our Vice President of Supply Chain, filed for relief under Chapter 7 of the United
States Bankruptcy Code on June 10, 2010. (United States Bankruptcy Court for the District of Oregon,
Case No. 10-34173-clp7) She received a discharge on August 11, 2010. This bankruptcy proceeding did
not involve the CAPRIOTTI’S system in any way.

Other than this action, no bankruptcy is required to be disclosed in this Item.

ITEM 5
INITIAL FEES

The initial franchise fee due under each Franchise Agreement (where no development rights are
granted) is a lump sum payment of $40,000, payable in full at the time you sign the Franchise Agreement.
The initial franchise fee is fully earned when paid and non-refundable in consideration of our
administrative and other expenses incurred in granting the franchise and for our lost or deferred

opportunity to franchise others.
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You also must pay a Development Services Fee for each Franchised Restaurant you develop for
our costs incurred in site selection assistance, layout and design assistance, plan review and lease review
assistance. This fee is $6,000 and is due in a lump sum when you sign the Franchise Agreement. This fee
is fully earned and non-refundable.

If you sign an Area Development Agreement, the initial franchise fee due for each restaurant
slated for development, including the first restaurant, is $30,000. When you sign the Area Development
Agreement, you also must sign a Franchise Agreement for the first restaurant to be developed and pay us
a development fee. The development fee is the sum of the following amounts: (1) the $30,000 initial
franchise fee for the first restaurant to be developed under the Area Development Agreement (for which
you concurrently sign the Franchise Agreement); (2) the $6,000 Development Services Fee due for the
first restaurant to be developed under the Area Development Agreement; and (3) a deposit equal to 33%
of the total initial franchise fees due for all additional restaurants (after the first restaurant) which the Area
Development Agreement grants Developer the right to develop.

The development fee is not refundable under any circumstances, even if you do not comply or
attempt to comply with the Development Schedule and we then terminate the Area Development
Agreement. While the Development Fee is not refundable, each time you sign a Franchise Agreement for
another restaurant to be developed within the Designated Territory, we will apply the deposit related to
that restaurant (which is part of the Development Fee) toward the initial franchise fee due for that
restaurant (leaving 67% of the initial franchise fee due at time of signing).

Except as provided above, the initial franchise fee and development fee are uniform to all
franchisees and developers under this offering.

We will pay a referral incentive to each existing franchisee that refers to us (by telephone
introduction to the Franchise Sales Department) a new prospective franchisee (not already in the system)
that ultimately signs a Franchise Agreement or Area Development Agreement with us. We will pay a
$7,500 referral fee only for the first agreement executed as a result of the referral. We will pay $5,000 of
this referral fee within 10 days after the Agreement is signed (if we have received the development fee or
franchisee fee from the developer or franchisee) and the remaining $2,500 within 10 days after the
developer or franchisee opens its first Franchised Restaurant. We may end this referral incentive at any
time in our sole judgment. We do not expect or want the referring franchisee to be involved in the
franchise sales process.

ITEM 6
OTHER FEES
Column1 Column 2 Column 3 Column 4
Type of Fee!V Amount Due Date Remarks
Royalty Fee 6% to 7% of Payable the 5th day
monthly Gross after the end of each
Sales@?) calendar month along
with the Royalty Fee
report.
Marketing Fund - Up to 3% of Payable monthly Y ou must make contributions
monthly Gross with your Royalty to the Marketing Fund.
Sales® Fee®
5
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Column 1

Type of Fee!)

Column 2

Amount

Column 3

Due Date

Column 4

Remarks

Cooperative
Advertising

Up to 2% of your
monthly Gross
Sales®

As determined by the
Cooperative

We currently have 1
advertising Cooperative in
the Las Vegas area. If you
live outside the Las Vegas
market, you may have to join
a local advertising
Cooperative established in
your area. If we establish an
advertising Cooperative, you
will have 1 vote per
restaurant. If we own
restaurants in the market, we
will have 1 vote for each of
the restaurants we own in the
market. Contributions are
non-refundable unless the
Cooperative is dissolved with
unused money. If there is no
cooperative in your area, you
might be required to spend
this amount on Local
Advertising.

Initial Training for
Additional Managers
@)

The greater of
$3,500 or the actual
out of pocket

Upon
commencement of
training

Marketing Plan

expenses®
Additional Training® | The greater of Upon You pay for additional
for persons having $3,500 or the actual | commencement of training if you request it.
received Initial out of pocket assistance
Training expenses®
Shop Launch $30,000 Upon demand You must spend at least

$30,000 on Shop Launch
Marketing Plan over first

6 months of operation. If you
do not, we may execute the
Shop Launch Marketing Plan
for you and spend the
difference between what you
did spend and $30,000. You
must repay us on demand the
full amounts we spend plus a
management fee not to
exceed $5,000 for our
oversight and execution of
the Shop Launch Marketing
Plan.
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Column 1

Training Program

Column 2 Column 3 Column 4
Type of Fee!V Amount Due Date Remarks
Extensive On-Site $10,000 Upon demand We have the right to require

your managerial personnel to
participate in, and complete
successfully, an additional
extensive onsite training
program at the Restaurant for
up to 6 weeks after the
Restaurant has opened for
business.

Copy of Manual

Paper Copy $1,000
(electronic copy
available at no
charge)

10 days after billing

Cost of replacement copy

Approval of New
Supplier

Our cost incurred in
approving supplier

Upon submission of
sufficient background
information on the
supplier

See Item 8

Transfer Fee

Greater of $10,000
or 5% of the sales
price (but not to

At time of approved
transfer

No transfer fee if 100% of
interest in franchise is
transferred to a corporation,

CAPRIOTTI’S FDD (2019)
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exceed $20,000) partnership or limited liability
company controlled by you.
Renewal Fee $10,000 Upon signing of new
franchise agreement
Relocation $5,000 As incurred Due if you wish to relocate
the Restaurant's premises.
Audit Cost of audit plus 10 days after billing, | Cost of audit payable only if
interest at the rate of | with interest audit shows an underpayment
Wall Street Journal | beginning from the of any amount owed to us of
Prime Rate plus 5% | date of underpayment | 3% or more.
on underpayment
Bookkeeping $100 per hour When billed Payable if you fail to provide
Services timely financial reports twice
in a 24-month period and we
require you to use our
bookkeeper.
Guest Complaint . Currently $50 per As incurred Due if you do not resolve
Resolution hour (not to exceed guest complaints twice in
$150 per hour) 24-month period, and we
require you to use our
complaint resolution system.
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Column 1 Column 2 Column 3 Column 4
Type of Fee!!) Amount Due Date Remarks
Late Fees $250 When billed Charged on all overdue
amounts
Costs and Attorneys’ | Will vary based on | As incurred Due when you do not comply
Fees circumstances with Franchise Agreement or
Area Development
Agreement.
Indemnification Will vary based on | As incurred You must reimburse us if we
circumstances are held liable for claims
) arising from our operation of
your franchise.

Note 1: All fees are imposed by and are payable to us and are non-refundable unless otherwise
noted. Unless otherwise negotiated with you, all fees outlined in Item 6 are uniformly imposed on
franchisees. You may not withhold all or any part of the fees due to us or any buying group on the
grounds of nonperformance.

Note 2: The term “Gross Sales” means all revenue received by you from the operation of the
Franchised Restaurant whether from sales for cash or credit including sales of merchandise, products and
services. Gross Sales will not include sales tax, approved promotional giveaways and refunds.

Note 3: Your Royalty Fee is 7% of monthly Gross Sales if you sign an individual Franchise
Agreement to operate 1-2 Franchised Restaurants. You will pay 6% of monthly Gross Sales if you sign an
Area Development Agreement to operate 3 or more Franchised Restaurants. Should you default on the
Area Development Agreement before opening the 3rd Franchised Restaurant, your monthly Gross Sales
will immediately revert to 7% of monthly Gross Sales on all existing Franchise Agreements.

Gross Sales will include any items provided to anyone on a complimentary basis. If you wish to
have food or other items provided to anyone on a complimentary basis considered promotional items, you
must first have the plan approved by us. If we approve your plan, you may consider items provided on a
complimentary basis under that plan a promotional program not subject to inclusion in Gross Sales.

Note 4: The fee for the initial training program for 2 people required to attend training prior to
restaurant opening is included in the initial franchise fee. We provide you and a second attendee initial
training at a designated CAPRIOTTI’S SANDWICH SHOP training restaurant. If you do not plan to be
your restaurant’s full time general manager, we will require at least 2 other people, who will have primary
responsibility for operating your restaurant, to attend training. If we determine that the 2 required
attendees cannot complete initial training to our satisfaction, we have the right to postpone the
restaurant’s opening until 2 trained candidates are available. We also have the right to postpone the
restaurant’s opening if we determine that a person in our training program (i) falsified any documentation,
(i) made any material misrepresentation, (iii) was not approved under our standard application
procedures, (iv) failed to complete all the training hours in our training program or (v) failed to pass our
training program examinations. We have the right to expel that person from our training program or
postpone the opening until a qualified, trained candidate is available. You must pay any damages we
experience due to the expulsion and will be charged for then-current training costs.
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Any training provided following the initial training program will be at the current training charge. You
must pay salaries and benefits, travel, lodging, meals and other associated expenses incurred by you and
your trainees/attendees.

If you request our trainers to travel to give you training and we have the resources to accommodate this
request, fees you will incur include current per diem charges for those trainers (currently $250 per person
being trained per day; subject to change), and you must also reimburse us for those trainers’ reasonable
travel, lodging, meal and other associated expenses.

Please note that the table above and the footnotes are a general summary only. You can only
obtain a full understanding of the System and the costs involved by reading all of the franchise
documentation completely and obtaining independent legal, accounting and business advice for your
proposed investment. Certain state and federal legislation may affect the respective rights and liabilities
under the various agreements to which you and we are both party.

ITEM 7
ESTIMATED INITIAL INVESTMENT

YOUR ESTIMATED INITTIAL INVESTMENT

Column 1 Column 2 Column 3 Column 4 Column5
. Method of To Whom
) Payment is
Type of Expenditure Amount! Payment When Due Made
Franchise Fee?®. $40,000 Lump Sum When you sign Us
Agreement
Developmen§ Services $6,000 Lump Sum When you sign Us
Fee Agreement
Kitchen Plans and Kitchen Planner/
Architectural /' $10,000 - $15,000 Vendor's Terms As Incurred Architect/Engine
Engineering Fees* er
Professional Your attto:neyzi
Services/Permits and $1,000 - $4,000 As Incurred As Incurred accourlgm » an
Licensing® other
professionals
Rent® See Note 6 See Note 6 See Note 6 See Note 6
Per Lease/Utility .
Security Deposits’ $0 - $8,000 Lump Sum Co Landlgrd/Utlh-
Requirements ©s
. Leaschold " §125000-$315913 | Negotiable | Contract Terms general
mprovements® Contractor
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Column 1 Column 2 Column 3 Column 4 Columns
Method of To Whom
‘ Payment is
Type of Expenditure Amount' Payment When Due Made
. . Approved
Furniture, Fixtures ' ;
and Smallwares® $85,000 - $125,000 | Vendor's Terms | Before opening Indeper}dent
Suppliers
. , . . Approved Sign-
Signage & Décor $15,000 - $19,000 Vendor's Terms | Before opening Maker
Menu Boards $3,000 - $3,500 Vendor's Terms Before opening Vendor
POS System'® $12,000 - $17,000 | Vendor's Terms | Before opening Vendor
Training'! $10,000 As Incurred As Incurred Various
Opening Inventory $4,000 - $7,000 Vendor's Terms | Before opening Vendor
Shop Launch
Marketing Plan'? $30,000 As Incurred As Incurred Vendor
Pre-Opening Mock . .
Operations® $3,000 As Incurred Before opening Various
Insurance (3 ' ;
Months)" $1,000 - $2,000 Vendor's Terms | Before opening Vendor
Additional Fulrslds -3 $30,000 - $40,000 See Note 15 As incurred Various
Months
TOTAL' (excluding
real estate purchase $375,000 - $645,413
and lease costs)
U There are no other direct or indirect payments regarding the purchase of the franchise.
. Except for the security deposit and perhaps some utility deposits (see note 8 below), no
expenditure in this table is refundable.
. All figures in this [tem 7 are estimates only. Actual costs will vary for each restaurant and

each location depending on a number of factors. If you are renewing your franchise you
will not incur most of these costs because your restaurant is already open. However, you
must make certain upgrades, modifications and improvements at your restaurant to meet

~ our current standards. Your costs will depend on your restaurant’s current condition.

'The initial fees represent actual amounts; we have estimated all other amounts based on our

experience. The low estimate is the lowest for each category.
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2We describe the initial franchise fee and development fee, and when these fees are due, in
Item 5. No separate initial investment is required when you sign the Development Rights Rider, although
you of course must build the first Franchised Restaurant at a cost estimated to range as described in the
chart above. Therefore, the total investment necessary to begin operation of your acquired development
rights is $375,000 to $655,413 (if you commit to develop a minimum of 3 CAPRIOTTI’S Restaurants).

*This fee is payable when you sign the Franchise Agreement for our costs incurred in providing
site selection assistance, layout and design assistance. However, if you sign an Area Development
Agreement, this fee for the first Franchised Restaurant you agree to develop is due when you sign the
Area Development Agreement. You will not pay this fee for the 10th and each additional Franchised
Restaurant you develop under an Area Development Agreement.

“This fee represents the cost of plans and specifications paid to an approved kitchen designer,
architect, and engineer. The cost for the development of construction documents can vary depending on
the state or municipality where your restaurant will be built.

SProfessional fees are for attorneys, accountants or other professionals from whom you seek
advice.

A Franchised Restaurant occupies approximately 1,400 to 1,600 square feet of leased space,
typically in an in-line shopping center in an urban or suburban commercial area. Your investment could
be substantially higher if you decide to buy property or to lease space in a regional shopping mall,
enclosed shopping mall, lifestyle center or high-rent facility. Rent depends on geographic location, space
size, local rental rates, other businesses in the area, site profile and other factors. We cannot estimate
precisely your initial real estate investment. While there are exceptions depending on landlord
negotiations, our franchisees typically do not pay rent before they open for business.

"Landlords typically charge a security deposit equal to 1 month’s rent and also may have site
lease deposits that vary according to location. Utility and other companies typically charge security
deposits that vary by locale and your credit history. Some security deposits will be refundable depending
on your agreement with the landlord or the utility and other companies.

¥The cost of leasehold improvements can vary significantly, depending on factors like (i) whether
pre-construction demolition of existing walls and partitions is required, (ii) whether the space was
previously used as a restaurant and already contains facilities required by code like a grease trap,
ventilation system and fire extinguisher system, (iii) whether the space is in a multi-story or a high rise
building (these spaces can significantly increase your costs), and (iv) regional differences in material
costs. The high and the low amounts reflect estimated leasehold improvement costs without any tenant
improvement allowances but do include a 10% contingency (of the total estimated cost) for unexpected
cost over-runs or delays. Please note that not all of our franchisees receive tenant improvement
allowances. If your landlord provides a tenant improvement allowance and you do not experience
significant cost over-runs or delays, your actual leasehold improvement costs might be at the lower end of
the estimate although your landlord might incorporate the amount of the tenant improvement allowances
into your rent. We have detailed information on 9 franchised restaurants that opened in 2018. These
restaurants ranged in size from 1,800 to 2,000 square feet. According to our records, all 9 franchised
restaurants fell within the range above.

Although we expect all projects to fall within the indicated range, as we continue to expand into
new and higher cost markets, our experience with these costs could change significantly. Depending on
the market in which you develop or the type of franchised restaurant you develop, you might experience
costs exceeding the range listed in the table.

11
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The high and low amounts represent the price to buy new equipment. This range includes the
purchase of audio-visual equipment.

"®This represents the cost for the fully-integrated required point-of-sale (POS) system with
Capriotti’s suite of services.

'"You do not pay a training fee but you will pay all personal expenses for the training, including
transportation to Las Vegas, lodging, meals, wages and benefits for you and any of your employees

during Pre-Opening Mock Operations.

2You must spend at least $30,000 on shop launch marketing activities. The Shop Launch
Marketing Plan typically covers a 6-month period. Some franchisees have spent significantly more than
$30,000 towards their shop launch marketing and advertising activities.

BAll restaurants must have at least 2 Pre-Opening Mock Operation and staff training events
commonly called a friends and family night. For the friends and family night, we estimate food costs of
$1,500 and approximately 200 salary hours for 3 days of employee pre-opening training.

“You must purchase insurance we specify. Please review Section 8.7 of the Franchise
Agreement.

3This is an estimate of the range of initial start-up expenses for 3 months. This includes rent,
utilities, wages, inventory purchases, office supplies, printed materials, phone, facsimile, pre-opening and
regular salaries for managers, pre-opening and regular wages of hourly employees, debt service, real
estate services, legal, internet expense, accounting expense and other expenses during the initial phase of
your operations. It is possible to significantly exceed costs in any of the areas listed above. This 3-month
period is not intended, and should not be interpreted, to identify a point at which your restaurant will
break even. We cannot guarantee when or if your restaurant will break even. Your costs depend on
whether you follow our methods and procedures, your management skill, experience and business
acumen, local economic conditions, the nature of the local market for your products and services, the
prevailing wage rate, competition and your restaurant’s sales during the initial period. We relied on our
affiliates’ experience of operating restaurants to compile this Additional Funds estimate.

1®You should review these figures carefully with a business advisor before deciding to acquire the
franchise. We do not offer financing directly or indirectly for any part of the initial investment. The
availability and terms of financing depend on many factors, including the availability of financing, your
creditworthiness, collateral and lending policies of financial institutions from which you request a loan.

The outlined investment is for a traditional Capriotti’s Sandwich Shop. If you open a restaurant in
a non-traditional location, like a regional shopping mall, enclosed shopping mall, lifestyle center, airport,
university or sports arena, the cost could be higher for additional required equipment, the use of union

labor and facilities’ fees paid to the location owner.

A lower cost restaurant is one that will require fewer leasehold improvements, less seating and
fewer equipment purchases. Moderate and higher cost restaurants may require extensive interior
renovations and additional equipment. To avoid excessive construction costs, we strongly recommend
you choose contractors carefully by obtaining several competitive bids before construction begins. In
compiling these figures, we have relied on our experience and that of our affiliates in operating
Capriotti’s restaurants. We cannot guarantee that you will not have additional expenses starting the

business.
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ITEM 8
RESTRICTIONS ON SOURCES OF PRODUCTS AND SERVICES

You must purchase the following goods or services: our then-current trade dress; point of sales
system including the computer hardware and software further described in Item 11; restaurant fixtures,
furniture and other equipment as listed in the Manual; and specified light fixtures. Neither we nor any
individuals affiliated with us currently derive any income or revenue based on or as a result of the sales of
these items to you. None of our officers currently own an interest in any approved supplier. Neither we
nor any of our affiliates are approved suppliers or the only approved supplier for any item used in your
Franchised Restaurant, but nothing in the Franchise Agreement or Area Development Agreement
prohibits us from becoming an approved supplier in the future.

Certain suppliers may make payments to us because of transactions with franchisees. We have the
right to retain up to 100% of rebates. In 2018, we received $50,347 in rebates which we put in the
Marketing Fund and $193,797 in rebates and contributions for the 2018 or future franchisee conventions
and meetings or other system initiatives.

Collectively, the purchases and leases you must make from us or our affiliates, from designated
or approved suppliers, or according to our standards and specifications represent close to 100% of your
overall purchases and leases to establish and then operate the Facility.

The exact percentage of the items listed above must be determined for each specific restaurant.
Percentages for your restaurant may be more or less than those shown,

You must participate in our approved guest satisfaction program and redeem all related coupons
or offers at your expense.

To insure you maintain the highest degree of quality and service, you must operate the Franchised
Restaurant in strict conformity with the methods, standards and specifications prescribed in the Manual or
otherwise in writing. We issue specifications and standards to you and approved suppliers. We reserve the
right to modify the System and specifications periodically in order to achieve our quality and uniformity
goals. We select suppliers based upon a variety of criteria including quality, price, customer service,
ability to service the entire System and maintenance of uniformity. We must approve all products or
services used in the operation of the Franchised Restaurant.

We have and may continue to develop for use in the System certain products, including products
which are prepared from highly confidential recipes and which are our trade secrets. If these products
become a part of the System, you must use only our confidential recipes and other proprietary products
and must purchase all of your requirements for these products or services solely from us or authorized
suppliers we designate.

You must obtain and maintain at your own expense, any insurance coverage that we require. The
Franchise Agreement outlines the types, amounts, terms and conditions of insurance coverage required
for your Franchised Restaurant, including standards for underwriters of policies providing required
insurance coverage; our protection and rights under these policies as an additional named insured;
required or impermissible insurance contract provisions; periodic verification of insurance coverage you
must furnish to us; our right to obtain insurance coverage at your expense if you fail to obtain required
coverage; and similar matters relating to insured and uninsured claims. You must maintain, in the
amounts we prescribe, the following types of insurance: Comprehensive General Liability, Liquor
Liability, automobile liability for all owned, non-owned, and rented vehicles used in operating the
restaurant, Workers” Compensation and Employer’s Liability, Umbrella Liability, Property, Employment
Practices Liability, Cyber Liability, and Trade Name Restoration coverage. The cost of insurance
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coverage will vary depending on the insurance carrier’s charges, terms of payments and your history. The
General Liability policy must name us as additional insured, and the Employer’s Liability must name us
as Alternate Employer. You must provide us with a new certificate or other proof of insurance within 10
days of renewing the insurance. Your obligations for insurance coverage are found in Section 8.7 of the

Franchise Agreement.

You must maintain in sufficient supply and use only those products, materials, supplies and
methods of service that conform to our standards and specifications, must refrain from using
nonconforming items or methods without our prior written consent and must sell, distribute or deliver
only those products that we expressly approve for sale in writing by us. You must sell or offer for sale all
approved items; must refrain from any deviation from our standards and specifications without our prior
written consent; must discontinue selling and offering for sale any items, products or services which we
may, in our discretion, disapprove in writing at any time; and must use only products bearing the Marks

which meet our specifications.

You must permit us or our agents to conduct unannounced inspections at any reasonable time and
to remove from your restaurant samples of items without payment for these items, in amounts reasonably
necessary for testing by us or an independent laboratory to determine whether these samples meet our
then-current standards and specifications. In addition to any other remedies we may have under the
Franchise Agreement, we may require you to bear the cost of this testing if the supplier of the"item has
not previously been approved by us or if the sample fails to conform to our specifications.

We approve products for sale based on timelines of production and delivery (i.e., is the product
generally available, are perishable items delivered appropriately), price and availability of discounts for
volume purchases. The time required for us to evaluate and approve new products is approximately 90

days.

We have the right to specify maximum, minimum, or other pricing requirements for products and
services the Restaurant offers and sells, including requirements for promotions, special offers, and
discounts in which some or all CAPRIOTTI’S Restaurants participate, and price advertising policies, in
each case to the maximum extent the law allows.

You must refrain from installing or permitting installation on the Franchised Restaurant premises,
without our prior written consent, any fixtures, furnishings, signs, equipment or other improvements not
previously approved based on our standards and specifications.

We may require you to purchase certain equipment, fixtures, furnishings, signs, supplies and
other products and materials required for the operation of the Franchised Restaurant solely from suppliers
(including manufacturers, distributors and other sources) who demonstrate, to our continuing satisfaction
the ability to meet our then-current standards and specifications for those items and who we have first
approved in writing. These items will include help wanted or other visual aid signs and all building
materials required for constructing the leased premises. If you desire to purchase any products from an
unapproved supplier, you must submit to us a written request for this approval and have this supplier
acknowledge in writing that you are a franchisee and that we are not liable for debts you incur. You must
allow our representatives to inspect the supplier’s facilities and that samples from the supplier be
delivered, at our option, either to us or to an independent, certified laboratory designated by us for testing.
A charge not to exceed the reasonable cost of the inspection and the actual cost of the test must be paid by
either you or the supplier. We may also require that the supplier comply with any other reasonable
requirements that we deem appropriate, including payment of reasonable continuing inspection fees and
administrative costs. We reserve the right, at our option, to reinspect the facilities and products of any
approved supplier and to revoke our approval upon the supplier’s failure to continue to meet any of our
then-current criteria. If, in providing services to you, any third party vendor might obtain access to
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confidential information as described in the Franchise Agreement, we may require, as a condition of-the
approval of the provider, the signing of covenants of non-disclosure and non-competition in a form
satisfactory to us.

You must submit to us (through the mail, return receipt requested), for our prior written approval,
samples of all advertising and promotional plans and materials that you desire to use and which we have
not prepared or previously approved. You must display the Marks in the manner we require on all signs
and other advertising and promotional materials used in the Franchised Restaurant.

You grant us and our agents the right to enter the Franchised Restaurant at any reasonable time to
inspect, photograph or videotape the Franchised Restaurant, equipment and operations; must cooperate
with our representatives in these inspections by rendering assistance as they may reasonably request; and,
upon reasonable notice from us or our agents, and without limiting our other rights under the Franchise
Agreement, must take the steps necessary to correct immediately any deficiencies detected during any
inspection, including immediately desisting from the continued use of any equipment, advertising
materials, products or supplies that do not conform to our then-current specifications, standards or
requirements.

You must not engage in any trade practice or other activity which is harmful to the goodwill or
reflects unfavorably on our reputation, the products sold from the Franchised Restaurant or which
constitutes deceptive or unfair competition or which otherwise is in violation of any applicable laws.

You may not maintain a World Wide Web site for your Franchised Restaurant,

You must obtain a telephone listing for use in your Franchised Restaurant. The telephone listing
will belong to us; however, you must pay all telecommunications charges directly to the
telecommunications company. We reserve the right to place protective codes restricting access to the
telephone listing to protect the System should you no longer operate your Franchised Restaurant.

We may require you to upgrade and/or remodel your Franchised Restaurant periodically. You
may not make any alterations to your Franchised Restaurant, nor any replacements, relocations or
alterations of fixtures, equipment or signs that do not meet our then-current standards and specifications.
However, once your restaurant opens, we will not require you to spend more than $10,000 on remodeling
or new equipment during the first 2 years of the term of the Franchise Agreement or more than $50,000
during any 5-year period (provided, however, these limitations do not apply in connection with your
acquisition of a successor franchise, in which case we may require you to bring the Franchised Restaurant
into full compliance with our then applicable specifications and standards for new CAPRIOTTI'S
Restaurants before the Franchise Agreement expires, regardless of cost).

If you do not own your business premises, we must approve your lease. It is your responsibility to
select your own location. We reserve the right to require you and your landlord to provide in the lease that
we will have the right at our option and without compensation to you to take assignment of the lease
should you materially default under the lease or your Franchise Agreement terminates or is not renewed
for any reason. You may not relocate the business premises without our prior written approval.

There currently are no purchasing or distribution cooperatives. We and our affiliates currently
negotiate purchase arrangements with suppliers (including price terms) for many of the items and services
described earlier in this Item that you may obtain only from designated sources. In doing so, we and our
affiliates seek to promote the overall interests of the franchise system and affiliate-owned operations and
our interests as the franchisor. We do not provide material benefits to a franchisee (for example, renewal
or granting additional franchises) for purchasing particular products or services or using particular
suppliers.
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ITEM 9
FRANCHISEE’S OBLIGATIONS

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

items of this disclosure document.

Section Disclosure document
Obligation in agreement item
a. Site selection and acquisition/lease Franchise Agreement Items 8, 11
Section 3; Area
Development Agreement
Section 3
b. Pre-opening purchases/leases Franchise Agreement Item 8
Section 8

c. Site development and other pre- opening
requirements

Franchise Agreement
Sections 3 and 8; Area
Development Agreement
Section 5

Items 7, 8, 11

d. Initial and on-going training

Franchise Agreement
Section 8; Area
Development Agreement
Section 5.1

Items 6, 7,11

e. Opening

Franchise Agreement
Section §

[tem 11

f. Fees

Franchise Agreement
Sections 2, 3, 4, and 8;
Renewal Rider to Franchise
Agreement Section 4; Area
Development Agreement
Section 2

Items 5,6, 11

g. Compliance with standards
policies/operating manual

Franchise Agreement
Section 8; Area
Development Agreement
Sections 5 and 6

Items 8, 11, 14

h. Trademarks and proprietary information

Franchise Agreement
Section 5; Area
Development Agreement

Items 13, 14

1. Ongoing product/service purchases

Sections 5 and 8

Section 6
i. Restrictions on products/services offered Franchise Agreement Items 8, 13, 16
Section 5
j.  Warranty and customer service Franchise Agreement Item 11
requirements Section 5
k. Territorial development and sales quotas Area Development Item 11, 12
Agreement Sections 1, 3, 5
Franchise Agreement Item 8
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Obligation

Section
in agreement

Disclosure document
item

m. Maintenance, appearance and remodeling

requirements

Franchise Agreement
Sections 5 and 8; Renewal
Rider to Franchise
Agreement Section 6(c)

Item 8, 16

Insurance

Franchise Agreement
Section 8.7

Item 7, 8

Advertising

Franchise Agreement
Sections 5.3 and 8.21

Items 8, 11

Indemnification

Franchise Agreement
Section 29; Area
Development Agreement
Section 11.10

[tem 6

Owner’s

participation/management/staffing

Franchise Agreement
Section 8; Area
Development Agreement
Section 5.1(e)

Items 9, 11, 15

Records/reports

Franchise Agreement
Sections 4.5 and 7-9

Item 6

Inspections/audits

Franchise Agreement
Sections 7-9

[tem 8

Transfer

Franchise Agreement
Sections 12-14

[tem 17

Renewal

Franchise Agreement
Section 2; Renewal Rider to
Franchise Agreement
Section 3(a)

[tem 17

Post-termination obligations

Franchise Agreement
Section 11; Area
Development Agreement
Sections 7 and 9.2

Item 17

. Non-competition covenants

Franchise Agreement
Sections 6 and 8; Area
Development Agreement
Section 9.2

Item 17

Dispute resolution

Franchise Agreement
Sections 26-28; Area
Development Agreement
Section 11

Item 17

Compliance with Customer Complaint

Resolution Procedures

Franchise Agreement
Section 8.3

Item 6

ITEM 10
FINANCING

We do not offer direct or indirect financing. We do not guarantee your note, lease, or obligation.
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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.

All references, regarding franchisor’s obligations to the franchisee, can be found in Section 7 of
the Franchise Agreement.

Pre-Opening Obligations

We will provide certain assistance and services to you. Neither the Franchise Agreement nor any
other agreement requires us to provide any other assistance or services to you during the operation of the
Franchised Restaurant. It is our intention to provide the following assistance and services before the

opening of the Franchised Restaurant:

As explained in Section 3 of the Site Selection Addendum to the Franchise Agreement, we have
30 days after receipt of the information regarding restaurant site selection you provide to approve or
disapprove your selection. You may consider our failure to disapprove a site, after having been provided
with all the required information and the passage of 30 days, approval of the selection. If the parties
cannot agree on a site, then we may allow you to move to a mutually acceptable available territory where
you may locate a suitable site. If you cannot find a site, we may terminate the Franchise Agreement.

1. We will provide you with: (a) the benefit of our knowledge and experience in the
installation, commencement and operation of the System; (b) the benefit of our knowledge and experience
in the selection and installation of equipment and furmishings, appropriate decor and layout, the location
and installation of signage and the System; (c) advisory service regarding the operation of the Franchised
Restaurant, including preparation, presentation and handling products and services in accordance with the
System and training of your employees in the operation of the Franchised Restaurant; and (d) assistance
in promoting the Franchised Restaurant through advertising and public relations as we deem appropriate
in our sole discretion (Franchise Agreement Section 7).

2. We will provide an initial training program for you and 1 other person you designate. We
will make available any other training programs we deem appropriate (Franchise Agreement Sections 7.3,
7.6).

3. We will provide up to 2 weeks of training and assistance before the opening of the
restaurant and supervision and any support we deem fit after the opening of the restaurant. One of our
representatives, subject to the availability of personnel, will provide this training and assistance
(Franchise Agreement Section 7.6).

4, We will provide electronic access to a printable copy of the Manual, throughout the term
of the Franchise Agreement, which will be updated periodically at no additional cost. If you require a
paper replacement copy of the Manual, we will loan you 1 at a cost of $1,000. You must return any hard
copy version of the Manual to us upon termination or expiration of the Franchise Agreement. The
Manual’s table of contents is presented as Exhibit E (Franchise Agreement Section 7.5).

Time To Open

You must open your restaurant within 12 months after you sign the Franchise Agreement. We
estimate the typical length of time between the signing of the Franchise Agreement and the opening of
your restaurant is 6 to 9 months. Factors affecting time to open include locating a satisfactory restaurant
site, attendance at and satisfactory completion of our initial training program, arranging for financing,
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construction, complying with local ordinances, completing delivery and installation of equipment and
signs and procuring opening inventory (Franchise Agreement Section 10.1(j)).

Developers must open Franchised Restaurants in accordance with the Development Schedule in
the Area Development Agreement. If you fail to comply with the Development Schedule, your agreement
will terminate.

Continuing Obligation

We will provide -the following assistance to you during the operation of the Franchised
Restaurant: .

1. Continuing advisory assistance to you in the operation, advertising and promotion of the
Franchised Restaurant as we deem advisable (Franchise Agreement Section 7.3);

2. Refresher training programs at your expense for you and, at your option, a designated
employee (Franchise Agreement Section 7.3);

3. Advertising and promotional plans and materials for local advertising (Franchise
Agreement Section 7);

4, Advice and written materials concerning techniques of managing and operating the
Franchised Restaurant (Franchise Agreement Section 7); and

5. Inspections of the Franchised Restaurant’ and evaluations of the products sold and
services rendered in the Franchised Restaurant as we deem necessary (Franchise Agreement Section 7.4).

Advertising

You may develop advertising materials for your own use at your own cost. We must approve any
advertising materials you develop in advance and in writing. There is no obligation for us to maintain any
advertising program or to spend any amount on advertising in your area. At our option, we may assist you
in promoting the franchised restaurant through advertising and public relations in our sole discretion. We
make no representations, warranties and/or covenants, express or implied, as to the existence, nature
and/or extent, if any, of any advertising and/or public relations efforts, if any, that may be commenced,
participated in and/or allowed by us.

There is no advertising council composed of franchisees that advises us on advertising policy.
The Franchise Agreement does not give us the power to form, change or dissolve an advertising council.

Shop Launch Marketing Plan

You must spend at least $30,000 in marketing to promote the launch of your Franchised
Restaurant. This plan typically covers marketing activities over a 6-month period. You must get our
approval of the form, contents and nature of your marketing activities. We may conduct the Shop Launch
Marketing Plan for you at your expense (plus a management fee not exceeding $5,000) if you do not
execute the Plan as required.

Cooperative Advertising Associations

We have the right, in our discretion, to designate any geographical area as a region for purposes
of establishing an advertising association (a “Cooperative™). A Cooperative may be composed of 2 or
more CAPRIOTTI’'S SANDWICH SHOP restaurants operated by us and/or you or another of our
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franchisees. If a Cooperative has been or is later established for the geographic area where your
Franchised Restaurant operates, you must sign the documents we require to become a member of the
Cooperative. We currently have 1 Cooperative in the Las Vegas area. Except in Las Vegas, we do not
have any other Cooperative, but may form others.

1. Each Cooperative must be organized and governed in a form and manner, and must
commence operation on a date, which we approve in advance and in writing.

2. Each Cooperative must be organized for the purposes of, and all contributions to the
Cooperative and any earnings on those contributions must be used exclusively to, meet costs for
maintaining, directing and preparing advertising and/or promotional activities (including the cost of
preparing and conducting television, radio, magazine and newspaper advertising campaigns, direct mail
and outdoor billboard advertising; marketing surveys and other public relations activities; employing
advertising agencies; and providing promotional brochures and other marketing materials to the
Franchised Restaurants) with regional advertising. These monies may also be used to defray our
reasonable administrative costs and overhead related to the administration or direction of the Cooperative
or its advertising programs. The Cooperative operates solely as a conduit for the collection and
expenditure of advertising contributions for the purposes stated in the Franchise Agreement.

3. No advertising, promotional plans or materials may be used by a Cooperative or
furnished to its members without our prior review and approval.

4. You must pay your proportionate share of the advertising and promotional expenses
incurred by the Cooperative, and you must submit reports we or the Cooperative require.

5. We, in our sole discretion, may grant you an exemption for any length of time from the
requirement of membership in a Cooperative, on written request from you stating reasons supporting the
exemption. Our decision concerning the request for exemption will be final.

For all Cooperatives, member franchisees’ required contributions will be determined by the
governing body of the Cooperative. The maximum amount a Cooperative can charge its members is 2%
of Gross Sales per month. We or someone we designate will be responsible for administration of the
Cooperatives. The Cooperatives will prepare annual or periodic financial statements, which will be
available for your review. We have the power to require Cooperatives to be formed (subject to the above),
changed, dissolved or merged. You may obtain an accounting of advertising expenses incurred by the
Cooperative by sending a written request to us.

We assume no direct or indirect liability or obligation for the maintenance, direction or
administration of the Cooperative. We do not act as trustee or in any other fiduciary capacity concerning
the Cooperative.

Marketing Fund

In 2010 we established the CAPRIOTTI’S SANDWICH SHOP Marketing Fund (the “Marketing
Fund”) to create, develop and implement marketing, advertising and related programs and materials to
enhance the goodwill associated with the Marks, to promote the sale of authorized products and services
and to develop and maintain a favorable public image of Franchised Restaurants. You must contribute up
to 3% of your Gross Sales to the Marketing Fund. Marketing Fund contributions are payable when the
Royalty Fee is collected. Marketing Fund fees will be in addition to fees payable for local advertising and
fees payable for your Cooperative. All CAPRIOTTI’S SANDWICH SHOP restaurants located in the U.S.
owned by us or any of our affiliates will contribute to the Marketing Fund on the same basis as you

20
CAPRIOTTI’S FDD (2019)
EAST\165215714.3




contribute unless we permit a variance on a case-by-case basis. The Marketing Fund will not use funds
designated for advertising to solicit the sale of franchises.

We will allocate your contribution to the Marketing Fund between creative and general
advertising, as we determine necessary to enhance the effectiveness of advertising and promotional
efforts. If any costs can be allocated to more than 1 of the above categories or if any costs appropriately
charged to the Marketing Fund do not fall within a particular category, we may, in our sole discretion,
allocate those costs to 1 or more categories.

The term “Creative” includes the costs associated with creating, developing and distributing
general advertising, marketing, promotions, public relations and market research programs and related
activities, including costs for preparing television, radio, newspaper, point-of-sale and other media
programs and materials and all related fees and commissions, including fees charged by national
spokespersons and commissions charged for creative works. As part of the Creative portion of the
Marketing Fund, we may furnish you with marketing, advertising and promotional materials at cost, plus
any related administrative, shipping, handling and storage charges. The term “General Advertising”
includes all costs associated with placing and purchasing media advertising (e.g., television, print media
and electronic media) and related activities and associated fees and commissions, including commissions
charged by media buying companies, in any geographic area in which a Franchised Restaurant operates.

We may use funds from the Marketing Fund to pay for all costs and expenses associated with
marketing, advertising and related programs and materials, including the costs of preparing, producing
and distributing marketing, advertising and related materials, employing advertising agencies and media
buying agencies, supporting market research activities, administering the Marketing Fund and all other
related costs and expenses. We will be paid each year from the Marketing Fund for these costs and
services (the “Annual Administrative Expense”).

The Marketing Fund will be accounted for separately from our other funds and will not, except
for the Annual Administrative Expense, be used to defray any of our general operating expenses. Except
for the Annual Administrative Expense and the repayment of any advances or loans we may make to the
Marketing Fund, neither we nor any of our affiliates will be entitled to derive any income from the
Marketing Fund, including commissions or discounts for media purchases from the Marketing Fund. We
will contribute any advertising agency commissions and discounts granted to us or any of our affiliates for
media purchases from the Marketing Fund to the Marketing Fund or net them against the invoice for these
purchases.

All disbursements from the Marketing Fund will be made first from income and then from
contributions. We may compromise any claim for past due contributions to the Marketing Fund from any
franchisee, provided any compromise of contributions to the Marketing Fund will be proportionate to any
compromise at the' same time of other amounts the franchisee owes us and our affiliates and we have the
right to charge a proportionate amount of the collection costs against the contributions. In any fiscal year,
we may spend amounts that are more or less than the aggregate contributions of all CAPRIOTTI’S
SANDWICH SHOP restaurants to the Marketing Fund in that year and we may fund any deficits with
contributions from future years. The Marketing Fund may borrow from us (on commercially reasonable
terms and rates) or other lenders to cover deficits or cause the Marketing Fund to invest any surplus for
future use.

We will prepare an annual financial statement of the revenues and expenses incurred by the
Marketing Fund and will furnish you a copy upon your written request. We will charge the costs of
preparing these financial statements to the Marketing Fund.
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We will have the right to terminate the Marketing Fund at any time after we expend all monies in
the Marketing Fund for advertising and/or promotional purposes.

The majority of the advertisements financed using the Marketing Fund will be local in scope,
although we may provide regional or national advertisements periodically. Marketing Fund monies were
spent as follows during 2018: 20.5% on marketing and advertising; 4.8% on public relations activities;
60.8% on labor, equipment, and supplies; 6.2% on research and brand strategy; 4.7% on the gift card
program; and 3.0% on the loyalty program.

We assume no other direct or indirect liability or obligation with respect to the maintenance,
direction or administration of the Marketing Fund. We do not act as trustee or in any other fiduciary’
capacity with respect to the Marketing Fund.

Electronic Cash Register/Point of Sale System/Telecommunications

The Franchise Agreement obligates you to install an electronic information system equipped and
configured to our specifications. Before opening, you must install and maintain a Windows-based
computer at the Franchised Restaurant that is capable of running the software that we require and that
operates on a Microsoft Windows 7 or higher operating system and other computer-related accessories,
peripherals, hardware and software we specify from time to time, and equipment. The computer must
have at least a Broadband Internet connection that permits you to connect to the Internet and to transmit
and receive e-mail. The computer must have dedicated access and power lines. You must also maintain a
functioning e-mail address for your business. You also must purchase and maintain any phone system we
specify. You must purchase the approved "Information System," currently NCR and CAPRIOTTI'S
specific suite of service. We have unlimited, independent access to all information on the system. The
estimated cost of this equipment is $12,000 to $17,000.

You must install and maintain the Information System, which includes between 2 and 4 point-of-
sale terminals (depending on the size of your Franchised Restaurant) that are capable of running the NCR
suite of services and the total Information System, which will include electronic cash registers, ordering
stations, point of sale server(s) and receipt printer(s), loyalty program, online ordering system and
services, gift card program, credit card processing systems and services, internet navigation software,
Internet connection, email, telephone, audio visual, and surveillance systems. The Information System is
used to compile and manage sales information and other relevant operational data in the Restaurant. You
must purchase this software and the related point of sale hardware from the Information System dealers
and vendors we specify.

You must install and maintain systems that permit us to access and retrieve electronically any
information stored in your computer systems (such as the NCR suite of services or other polling system),
including information concerning your Franchised Restaurant’s Gross Sales. There is no contractual
limitation on the frequency or cost of these obligations.

You must maintain on-going maintenance and support contracts with the Information System
vendor after the initial year of coverage and subscribe to our current required POS-related software
services. You must subscribe to the current gift card program software and pay the related transaction
fees. You must participate in our on-line ordering program and integrate with the POS system and pay all
related start-up and monthly costs. Estimated costs for an annual NCR maintenance contract currently are
$720 to $1,400, depending on the equipment included in your specific system. Estimated monthly costs
for NCR hosting services and for non-NCR online ordering and customer loyalty currently are $490.

You must remain PCI-DSS compliant at all times and must contract with our approved Internet
service provider to establish a fully managed virtual private network and firewall. Our POS provider will
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provide the following services to ensure PCI-DSS compliance: managed firewall and support of network;
filtering and content control; firewall logging and reporting; PCI compliance assistance from PCI experts;
on-line self-assessment questionnaire submission; quarterly PCI vulnerability scanning; system log-in and
file integrity monitoring; and PCI compliant multi-factor remote access.

We reserve the right and discretion to modify the equipment standards to require new Information
System or different electronic data processing and communications equipment or facilities. You must
install any other hardware or software for the operation of the Franchised Restaurant that we may require
in the future, at your cost, including point of sale software, accounting software, security and video
surveillance systems and any enhancements, additions, substitutions, modifications and upgrades.
Specifically, we may require that you install and maintain systems that permit us to access and retrieve
electronically any other information stored in your computer systems, including images and information
stored in your security and video surveillance systems. There is no contractual limitation on the frequency
or cost of these obligations. We cannot estimate the cost of maintaining, updating or upgrading your POS
System or its components because it will depend on the repair history, local costs of computer
maintenance services in your area and technological advances which we currently cannot predict. You
may also have to license from us or others we designate, any computer software we develop or acquire for
use by CAPRIOTTI’S SANDWICH SHOP franchisees.

Table of Contents of the Manual

Attached, as Exhibit E, is the Table of Contents of the Manual as of the date of this Franchise
Disclosure Document. The Manual contains 139 pages.

Training

You and 1 additional employee must attend and complete to our satisfaction our initial training
program. All franchisees must complete the training program which is approximately 4-6 weeks in length.
We expect you to complete all pre-opening required training approximately 2 to 3 weeks before the
opening of your Franchised Restaurant. We will conduct training at our designated headquarters and/or at
a designated CAPRIOTTI’S SANDWICH SHOP training restaurant.

TRAINING PROGRAM
Column 1 Column 2 Column 3 Column4
Hours of On Hours of
The Job Classroom
Subject Training Training®* Location
Product Recipes 80 0 Training Restaurant — Las Vegas
(includes 12 hours e-learning)
Customer Service 40 0 Training Restaurant — Las Vegas
(includes 2 hours e-learning)
Restaurant Management 60 10 Training Restaurant — Las Vegas and
Capriotti’s Support Center
Prep and Cleaning in Restaurant 25 0 Training Restaurant — Las Vegas
(includes 2 hours of e-learning)
Ordering / Inventory Training 12 12 Training Restaurant — Las Vegas;
Capriotti’s Support Center for
Classroom
POS System 16 4 Training Restaurant Las Vegas;
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Column 1 Column 2 Column 3 Column4
Hours of On Hours of
The Job Classroom
Subject Training Training* Location

Capriotti’s Support Center for hands-
on POS Lab

Finances and Accounting 12 8 Training Restaurant Las Vegas;
Capriotti’s Support Center for
Classroom

Hiring Employees 0 2 Capriotti’s Support Center for
Classroom

Managing Employees 10 3 Training Restaurant Las Vegas;
Capriotti’s Support Center for
Classroom

Controlling Food Costs 6 8 Training Restaurant Las Vegas;
Capriotti’s Support Center for”
Classroom

Neighborhood Marketing 4 2 Training Restaurant Las Vegas;
Capriotti’s Support Center for
Classroom

Ordering From Vendors S 0 Training Restaurant Las Vegas

TOTAL HOURS 270 49

* For purposes of this chart, web-based training is included as classroom training.

We may adjust the training schedule based upon the participant's progress. We conduct the
restaurant and classroom training as needed. There are no regularly-scheduled training programs.
Instructional materials include CAP University online, recipes/systems procedures binders, and operations
manual. Ron Martinez, who has held various positions within the organization for over 10 years, oversees
all training. Given his long involvement with our organization, he has experience in all aspects of our
training curriculum and in operating a Capriotti's Restaurant. The rest of our training team and managers
also lead all hands-on and instructor-led training; all of them have adequate training and appropriate
knowledge to facilitate training in the areas they will teach based on their involvement with our system.

Successful completion of the brand standard e-learning, restaurant and classroom training is
mandatory for you and your restaurant manager. The initial franchise fee covers the cost of initial
training, prior to restaurant opening, for 2 people, including you and your restaurant manager, but not
including your travel, lodging, and related expenses.

Any restaurant managers you appoint after the opening of your restaurant must either be trained
by you according to our specifications and guidelines or attend and successfully complete our next
scheduled training program at our then current charge. If we determine they need remedial training, they

will attend training at your expense.

See Item 6 for additional information about charges for training additional or subsequent trainees.

You can request on-site training and/or assistance at any time. We will provide it at our option,
but the Franchise Agreement does not require us to provide it. In addition, we have the right to require
your managerial personnel to participate in, and complete successfully, an extensive onsite training
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program at the Restaurant for up to 6 weeks after the Restaurant has opened for business. We may charge
you $10,000 for such training.

We may periodically conduct an annual conference, convention or training events; if we do, we
will determine its duration, curriculum and location. You must attend up to 2 of these meetings each year
for a total of up to 3-6 days (not including travel time). You are responsible for implementing the content
of the meetings to your employees, regardless of your attendance.

You must pay all expenses incurred by your trainees or attendees for the initial training program
and any other training, conferences, conventions or other meetings your trainees attend, including for
example, their salaries, transportation costs, meals, lodging and other per diem expenses.

Site Selection

You should seek local broker assistance in locating acceptable sites. You, along with the
assistance of our real estate department and proprietary site model, select the site for your restaurant
subject to our approval. Our review process may involve a physical site inspection. We will not
unreasonably withhold our approval of a site but can reject one we consider inappropriate. Although we
reserve the right to accept or reject a Restaurant’s location, we will not select or designate a site for a
Restaurant. Consequently, you must actively participate in the entire site selection process. This approval
also applies to franchises developed under an Area Development Agreement. We will use our then-
current standards for approving a potential site.

Factors we consider in evaluating the suitability of proposed Restaurant sites include (1) a site’s
visibility from adjacent traffic arteries, (2) ease of entry from and exit to adjacent streets, (3) traffic
patterns on adjacent arteries, (4) the size, density, and income levels of the population in the surrounding
area, (5) daytime population density in the surrounding area, (6) the rental market in the area, and (7) the
projected cost of leasehold improvements. If we and you do not agree on a site, you must continue
looking for a site that we will approve and pay attention to the deadlines in your Development Agreement
and Franchise Agreement because you have certain opening deadlines. If you continually fail to find an
acceptable site, the Development Agreement or, if applicable, the Franchise Agreement will be
terminated. We do not sign the Franchisee Agreement until you find and secure an acceptable site.

As a multi-unit developer working under a Development Agreement, we will sign the Franchise
Agreement only after you have signed you Restaurant’s lease. In all cases, the lease must have our
required form of Lease Rider attached to it. The Franchise Agreement requires you to open your
Restaurant on or before the scheduled opening date we insert on the Franchise Agreement’s signature
page but contains no other time restrictions. We calculate the scheduled opening date by estimating the
time it should take you to finish out your Restaurant; unusually 20-24 weeks from the time we sign the
Franchise Agreement

Certain new markets may require professional demographic analysis. If we deem that your target
market does require this analysis, you will bear the pro-rata cost associated for this service.

The length of time between execution of the Development Agreement and the opening of your
first Restaurant is typically 10 to 12 months. Factors affecting this length of time include the selection,
approval, and leasing of the Restaurant’s site, the time required to obtain necessary permits, construction
or remodeling of the facility, local ordinance and/or building code compliance, installation of equipment
and signs, completion of our training program, delivery and stocking of inventory, and delaying events
arising from factors out of your control.
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ITEM 12
TERRITORY

You do not receive an exclusive territory. You may face competition from other franchisees, from
restaurants that we own or from other channels of distribution or competitive brands that we control.

Single-unit Franchisees

Single-unit franchisees do 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.

You expressly acknowledge that all CAPRIOTTI’S SANDWICH SHOP restaurants (whether
owned by us, you or other franchisees) may solicit business from customers without regard to the
customers’ geographic location, provided they do not use Alternate Distribution Channels (defined

below) to solicit or fill orders.

Without our written consent, you may not sell menu items through any distribution channel other
than a dedicated CAPRIOTTI’S SANDWICH SHOP restaurant, including sales through other channels of
distribution such as the Internet, catalog sales, telemarketing, grocery stores or other direct marketing
sales (together “Alternate Distribution Channels™). You may not use Alternate Distribution Channels to
make sales, except as described in this section and you will receive no compensation for our sales except

as described in this section.

If we engage in electronic commerce through any Internet, World Wide Web or other computer
network site or through any other Alternate Distribution Channel, and we receive orders for any System
products or services calling for delivery or performance in your local area, then we, at our option, may
offer the order to you at the price and order fulfillment procedures we establish. If you choose not to
fulfill the order or are unable to do so, then we, 1 of our affiliates or a third party we designate (including
another franchisee) may fulfill the order and you will not receive any compensation.

If your existing Franchised Restaurant is satisfactorily meeting or exceeding our operational
benchmarks, as established, and you demonstrate to our satisfaction sufficient capital and managerial
resources to operate multiple units, we may approve you for operating an additional restaurant or allow
you to enter into an Area Development Agreement. You need not achieve any certain sales volume or
market penetration to continue operation of your Franchised Restaurant.

You may operate the Restaurant only at an accepted site and may not relocate without our written
approval, which we may grant or deny as we deem best. Whether or not we would allow relocation
depends on the circumstances at the time and what is in the Restaurant’s and our system’s best interests.
Factors include, for example, the new site’s market area, its proximity to other CAPRIOTTI'S
Restaurants, whether you are in compliance with your Franchise Agreement, and how long it will take
you to open at the new site. We may condition our approval of your relocation request on (1) the new site
and its lease being acceptable to us, (2) your paying us a reasonable relocation fee, (3) your reimbursing
any costs we incur during the relocation process, (4) your confirming that your Franchise Agreement
remains in effect and governs your operation of the Restaurant at the new site with no change in the term
or, at our option, your signing our then current form of franchise agreement to govern your operation of
the Restaurant at the new site for a new franchise term, (5) your signing a general release, in a form
satisfactory to us, of any and all claims against us and our owners, affiliates, officers, directors,
employees, and agents, (6) your continuing to operate the Restaurant at the original premises until we
authorize its closure, and (7) your taking, within the timeframe we specify and at your own expense, all
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action we require to de-brand and de-identify the Restaurant’s former premises so that it no longer is
associated in any manner (in our opinion) with the franchise system.

Area Development Agreement

The Designated Territory under an Area Development Agreement, which is used when you
commit to develop 3 or more CAPRIOTTI'S Restaurants, will be defined by zip code boundaries, county
boundaries, highways, physical landforms, city or municipality boundaries and other factors we deem
appropriate. We define the specific nature of the Designated Territory in Exhibit A to the Area
Development Agreement.

You do not receive an exclusive territory as we exclude from the Designated Territory all non-
traditional locations (“Non-Traditional Locations”) which include regional shopping malls, enclosed
shopping malls, lifestyle centers, airports, railroad stations, bus stations, travel plazas, sports stadiums and
arenas, hospitals and medical centers, colleges, universities, convention centers, casinos, resorts and
military bases and facilities. You may face competition from other franchisees, from outlets that we own,
or from other channels of distribution or competitive brands that we control.

Except for Non-Traditional locations, we will not establish or license anyone other than you the
right to establish any business in the Designated Territory before the expiration of the Development
Schedule.

The options you receive under the Area Development Agreement are given to you strictly on the
conditions described in the Area Development Agreement, including the condition that you comply
strictly with the Development Schedule.

We may establish other franchises or units we own or other channels of distribution selling or
leasing similar products or services under a different Mark in your Designated Territory. We have no
specific plans to do this, however.

Continuation of your territorial exclusivity does not depend on the achievement of a certain sales
volume, market penetration or other contingency.

ITEM 13
TRADEMARKS

Upon execution of the Franchise Agreement, we will grant you the non-exclusive right and
privilege to use the Marks in your CAPRIOTTI’S SANDWICH SHOP restaurant. You may not use any
of our Marks as part of your firm or corporate name. You may not use the Marks for the sale of
unauthorized products or services or in any manner not authorized in writing by us. Any right or privilege
you may have to use our Marks will terminate in full when you are no longer in good standing or upon the
expiration or termination of your Franchise Agreement. You do not have the right to use the Marks under
the Area Development Agreement.

All rights in and goodwill from the use of the Marks accrues to us.

(a) Registrations and Applications

The following service marks have been registered on the Principal Register of the United States
Patent & Trademark Office (“USPTO”):
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Reﬁfgssfn Date of Registration
« _— . 3,622,413 May 19, 2009
The Bobbie” (word mark and design) 2.273.912 August 31, 1999
“Capriotti’s” 3,015,434 November 15, 2005
“Capriotti’s Sandwich Shop” 3,530,393 November 11, 2008
“Capriotti’s Sandwich Shop” (with (“Est. 1976™)) 3,571,960 February 10, 2009
“Capastrami” 3,718,476 December 1, 2009
“Slaw Be Joe” 3,718,480 December 1, 2009
“Cole Turkey” ) 3,718,481 December 1, 2009
“Cran-Slam Club” 3,718,482 December 1, 2009
“Extraordinary Food For Those Unwilling To Settle!” 3,863,639 October 19, 2010
"Experience Extraordinary"” 4,894,681 February 2, 2016
"CAPAddicts" 4,901,241 February 16, 2016

(b) Renewals and Affidavits

We have filed all required affidavits and renewals for the registered Marks that have become due
and intend to file all required affidavits and renewals when due for the Marks that remain important to our

system.

(c) Determinations

There are no currently effective material determinations of the USPTO, the Trademark Trial and -

Appeal Board or the trademark administrator of any state or any court, nor are there any pending
infringement, opposition or cancellation proceedings or material litigation, involving the Marks that
significantly limit our rights to use or license the use of the Marks listed in this section in a manner

material to you.

(d) Agreements

No agreement limits our right to use or license the use of the Marks in a manner material to the

franchise.

(e) Protection of Rights

We have the right to control any administrative proceeding or litigation involving a Mark we
license to you. You must notify us promptly of any use by any person or legal entity other than us or our
franchisees, of any of the Marks or any variation of the Marks.

We will decide the actions to take against the use of any of the Marks by any persons or legal
entities other than us or our franchisees. Our current intent is to take strong and progressive actions
(which may include bringing litigation) against that use. Any actions that we take will be at our expense.

You must notify us promptly of any lawsuit or other proceeding brought against you involving
any of the Marks, and you must deliver to us copies of any documents concerning the lawsuit or other

proceeding that we request.

We will decide whether to settle or defend any trademark litigation brought against you. We will
do so at our expense, but you must cooperate with us. We do not have to protect your right to use the
Marks. We must protect you against claims of infringement from your use of the Marks.
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We reserve the right to acquire or develop additional Marks and to use the Marks ourselves, make
those Marks available for use by you and other franchisees or make those Marks available for use by
other persons or entities.

We reserve the right to modity, eliminate or provide a substitute for any Mark. If this happens,
you will be responsible for your costs of compliance.

You may not directly or indirectly contest our rights in the Marks.

® Superior Prior Rights

We do not know of any superior prior rights that could materially affect your use of the Marks.

()  Infringing Uses

We do not know of any current infringing uses of the Marks that could materially affect your use
of the Marks. ‘

ITEM 14
PATENTS, COPYRIGHTS, AND PROPRIETARY INFORMATION

We hold no patents and no patents are material to the franchise. We have no pending patent
applications that are material to the franchise.

We and our affiliates claim copyrights in the Manual (containing our trade secrets and
confidential information), Restaurant blueprints and other design features, signage, advertising and
marketing materials, our system website, and similar items used in operating CAPRIOTTI’S Restaurants.
We and our affiliates have not registered these copyrights with the United States Copyright Office but
currently need not do so to protect them. You may use copyrighted items only as we specify while
operating your Restaurant (and must stop using them at our direction). Our right to use many of the
copyrighted materials described above and much of the Confidential Information described below arises
from the License Agreement described in Item 13.

There currently are no effective adverse material determinations of the USPTQ, the United States
Copyright Office, or any court regarding the copyrighted materials. No agreement limits our right to use
or allow others to use copyrighted materials. We do not actually know of any infringing uses of our
copyrights that could materially affect your using them in any state. We need not protect or defend
copyrights, although we intend to do so if in the system’s best interests. We may control any action we
choose to bring, even if you voluntarily bring the matter to our attention. We need not participate in your
defense and/or indemnify you for damages or expenses in a copyright proceeding.

Under the Franchise Agreement, you must conduct your business in accordance with the Manual.
You will receive electronic access to a printable copy of the Manual throughout the term of the Franchise
Agreement, which will be updated periodically at no charge to you. If you require a paper copy of the
Manual, one can be loaned at a cost of $1,000. You must at all times treat the Manual and any other
manual created for or approved for use in the operation of the Franchised Restaurant and the information
contained in the Manual as confidential, and must use all reasonable efforts to maintain this information
as secret and confidential. You must not at any time copy, duplicate, record or otherwise reproduce these
materials nor otherwise make the same available to any unauthorized person.

The Manual will remain our sole property and must be kept in a secure place at the Franchised
Restaurant. We may revise the contents of the Manual and you expressly agree to comply with each new
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or changed standard. You must ensure that your copy of the Manual is kept current and up to date and, if
there are any disputes as to the contents of the Manual, the terms of the master copy of the Manual we

maintain at our headquarters will control.

Confidential Information

You must preserve in confidence all materials and information we furnish or disclose to you and
must disclose this information or materials only to the employees or agents who must have access to it for
their employment. You must not at any time, without our prior written consent, copy, duplicate, record or
otherwise reproduce these materials or information nor otherwise make the same available to any
unauthorized person. Confidential Information includes site selection models and analysis, store design
information, Operations Manual and supplements, training materials, National Marketing Calendar (to
include national, regional, or cooperative plans), and the Information System.

You must not, during the term of the Franchise Agreement or afterwards, communicate, divulge
or use for the benefit of any other person, persons, partnership, association or corporation any confidential
information, knowledge or know-how concerning the methods of operation of the Franchised Restaurant
which we may communicate to you or of which we may apprise you by virtue of your operation under the
terms of the Franchise Agreement. You may divulge confidential information only to those of your
employees as must have access to it to operate the Franchised Restaurant. Any information, knowledge,
know-how and techniques which we designate as confidential will be deemed confidential for purposes of
the Franchise Agreement, except information which you can demonstrate came to your attention before
disclosure of it by us, or which, at or after the time of disclosure by us to you, had become or later
becomes a part of the public domain, through publication or communication by others.

You must take reasonable steps to prevent improper disclosure of confidential information to
others and use non-disclosure agreements with those having access to Confidential Information. We may
pre-approve the forms of non-disclosure agreements you use solely to ensure that you adequately protect
confidential information and the competitiveness of CAPRIOTTI'S Restaurants. Under no circumstances
will we control the forms or terms of employment agreements you use with Restaurant employees or
otherwise be responsible for your labor relations or employment practices.

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

If the franchisee executing the Franchise Agreement is an entity such as a corporation, limited
liability company or limited partnership, a personal guarantee in the form attached to the Franchise
Agreement must be signed by all stockholders, members, partners or any other individual requested by us.
If the franchisee executing the Franchise Agreement is an individual, a spouse or any other individual

must sign the personal guarantee at our request.

We recommend you be directly involved in the operation of your Franchised Restaurant. The
success of your Franchised Restaurant will depend to a large extent on your personal and continued
efforts, supervision and attention. The Franchise Agreement requires you to personally participate in the
management of your Franchised Restaurant(s) unless you retain the full-time services of a manager.
During the term of the Franchise Agreement, except as otherwise approved in writing by us, you and/or
your designated manager must devote his or her full time, energy and best efforts to the management and
operation of the Franchised Restaurant. If you will operate the franchise as an individual, you must

directly supervise the Franchised Restaurant.
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You must take reasonable steps to prevent its improper disclosure to others and use non-
disclosure agreements with those having access to Confidential Information. We may pre-approve the
forms of non-disclosure agreements vou use solely to ensure that you adequately protect Confidential
Information and the competitiveness of CAPRIOTTI'S Restaurants. Under no circumstances will we
control the forms or terms of employment agreements you use with Facility employees or otherwise be
responsible for your labor relations or employment practices.

At least 2 people must complete our training program (either you and your general manager or
your Director of Operations and another employee). We do not place any limitations on who you can hire
as a manager. Other than requiring your manager to operate the Franchised Restaurant in accordance with
our operating procedures, we do not impose any restrictions on your manager. There are no requirements
that an on-premises supervisor own an equity interest in the entity that owns the franchise.

If you sign an Area Development Agreement, you must employ a Director of Operations or
equivalent who has been approved by us in our sole discretion. This Director of Operations will directly
oversee the operations of all of your Franchised Restaurants and must have an equity stake in you. If the
Director of Operations ends their employment with you for any reason, you will have 30 days to find a
replacement.

ITEM 16
RESTRICTIONS ON WHAT THE FRANCHISEE MAY SELL

You must conduct your business in accordance with the Manual to protect our reputation and
goodwill and to maintain high standards of operation under the Marks. You must use the Franchised
Restaurant premises solely for the operation of the Franchised Restaurant, must keep the premises open
and in normal operation for the minimum hours and days as we may specify in the Manual or as we may
otherwise approve in writing (subject to local ordinances or lease restrictions, if any) and must refrain
from using or permitting the use of the premises for any other purpose or activity at any time without first
obtaining our written consent. You must not locate or permit to be located on the Franchised Restaurant
premises any pay telephones or any coin-operated machines for the vending of any merchandise or the
playing of electronic or manual games or for any other similar purpose except as required in the Manual
or we otherwise approve in writing. You must offer and sell all products and perform all services we
periodically require for CAPRIOTTI'S Restaurants. You may not offer or sell any products or perform
any services we have not authorized. We have the right to change the types of authorized goods and
services you must offer and sell. There are no limits on our right to do so. To the extent allowed by
applicable law, we may regulate the minimum, maximum, and other prices for products and services your
Restaurant offers, including requirements for promotions, special offers, and discounts in which some or
all CAPRIOTTY'S Restaurants participate.

You must not engage in any trade practice or other activity or sell any product or literature which
is competitive, harmful to the goodwill or reflects unfavorably on your reputation, us, the Franchised
Restaurant or the products sold there or constitutes deceptive or unfair competition or otherwise is in
violation of any applicable laws. We do not impose any other restrictions in the Franchise Agreement or
otherwise as to the goods or services which you may offer or as to the customers to whom you may sell.

ITEM 17
RENEWAL, TERMINATION, TRANSFER, AND DISPUTE RESOLUTION

THE FRANCHISE RELATIONSHIP

This table lists certain important provisions of the franchise and related agreements. You
should read these provisions in the agreements attached to this disclosure document.
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Franchise Agreement

Section in
Provision franchise or I Summary
other .
agreement
a. Length of the term Section 2 of | The initial term is 10 years.
Franchise
Agreement and | If you have renewal franchise rights and are
Section 3(a) of | exercising them because your existing franchise

Renewal Rider
to Franchise
Agreement

will soon expire, the renewal franchise term is 10
years.

b. Renewal or extension of the
term

Section 2 of
Franchise
Agreement and
Section 3(a) of
Renewal Rider
to Franchise
Agreement

If you give timely notice, have complied with
obligations during the Franchise Agreement’s
term, and (at our option) either remodel/upgrade
or relocate Restaurant, you may acquire a
successor franchise for a 10-year term.

If you have renewal franchise rights and are
exercising them for first time because your
existing franchise soon will expire, you have no
additional renewal franchise rights after the next
term expires.

¢. Requirements for you to renew
or extend

Section 2 of
Franchise
Agreement and
Section 3(a) of
Renewal Rider
to Franchise
Agreement

Sign then current franchise agreement and
releases (if state law allows) and pay successor
franchise fee. “Renewal” means signing our then
current franchise agreement for the 10-year
successor franchise term, which could contain
materially different terms (including higher fees),
except that successor franchise fee is $10,000.

d. Termination by you

Section 10.4

You may terminate if we fail to cure a material
breach within 30 days after receiving written
notice from you unless the breach cannot
reasonably be corrected within 30 days, in which
case we will have a reasonable time period to
correct the breach.
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e. Termination by us without Section 10 None. We may not terminate your Franchise

cause Agreement without cause.

f. Termination by us with cause Section 10 We can terminate the Franchise Agreement if
you default without notice for non-curable
defaults and with 5 days’ notice for curable
defaults.

g. “Cause” defined — curable Section 10.2 We will terminate the Franchise Agreement for

defaults which can be cured “cause” if you: fail to timely remodel your
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Section in
Provision franchise or Summa
other ry

agreement

premises; fail to pay any monies owed to us, our
affiliates or the Marketing Fund; transfer
ownership by persons owning 5% or more of
you; threaten public health or safety; make
unauthorized use of the System or Marks; have
continued law  violations;  engage in
discrimination; or have other defaults not
outlined above or designated as a noncurable
default. You have 5 days to cure these defaults.
You have 30 days to cure failure to pay vendors
to our System.

h. “Cause” defined—noncurable Section 10.1 We may terminate the Franchise Agreement for
defaults “cause” which is noncurable if you: declare
bankruptcy or assign assets to creditors; go into
receivership; dissolve; have a judgment lien
placed on your assets; abandon the Franchised
Restaurant; or an owner of 20% or more of the
franchise engage in fraud or are convicted of a
felony or other crime; fail to make approved
transfer within 90 days of death or incapacity;
have 3 or more defaults within any 24 months;
maintain false books or records; impair the value
of the Marks or System; underpay royalties by
more than 10%; violate any employment laws;
lose your business licenses; lose your lease for
the Franchised Restaurant; or fail to begin
operation of your Franchised Restaurant within
12 months of signing the Franchise Agreement.

i.  Your obligations on Section 11 Your obligations on termination or non-renewal

termination/non-renewal include: cease operating; cease using the System,;
return property to us; cancel any assumed names;
assign the lease; pay all sums owed; return all
manuals, records, files, etc.; and the taking of an
inventory. We may acquire your inventory and
assets.

j. Assignment of contract by us Section 12.1 No restriction on our right to assign; we may
assign without your approval.

k. “Transfer” by you - definition Section 12.2 Includes transfer of Franchise Agreement;
Franchised Restaurant or its profits, losses, or
capital appreciation; all or substantially all
operating assets; or ownership interest in you or
controlling ownership interest in entity with
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Provision

Section in
franchise or
other
agreement

Summary

ownership interest in you. Also includes
mortgage, pledge, or similar interest in, and
foreclosure on, Franchise Agreement, Franchised
Restaurant, operating assets, or ownership
interest and transfer of lease for Franchised
Restaurant premises.

Our approval of transfer by
you

Sections 12.2
through 12.5

We must approve all transfers; no transfer
without our prior written consent.

m. Conditions for our approval of
transfer

Sections 12.2
through 12.5

We will approve transfer of non-controlling
ownership interest in you if transferee (and each
owner) qualifies, is not (and has no affiliate) in a
competitive business, and signs our then current
form of guaranty.

We will not unreasonably withhold approval of
transfer of franchise rights "or controlling
ownership interest if transferee (and each owner)
qualifies; you have paid us and our affiliates all
amounts due, have submitted all reports, and are
not then in breach; transferee and its owners and
affiliates are not in a competitive business;
training completed; transfer fee paid; transferee
may occupy Franchised Restaurant's site for
expected franchise term; transferee (at our
option) assumes your Franchise Agreement or
signs our then current franchise agreement and
other documents (which may have materially
different terms) for unexpired portion of your
original franchise term; transferee agrees to
upgrade and remodel; you (and transferring
owners) sign general release (if state law allows);
we determine that sale terms and financing will
not adversely affect Franchised Restaurant’s
operation post-transfer; you subordinate amounts
due to you; and you stop using Marks and our
other intellectual property (also see (r) below).

n. Our right of first refusal to
acquire your business

Section 14

We may match any offer for your Franchised
Restaurant or ownership interest in you or entity
that controls you.

0. Our option to purchase your
business.

Section 11.11

Except in the case of a renewal, we do have an
option to purchase your business.
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Section in
franchise or

Provision other Summary
agreement
p- Your death or disability Section 13 The Franchised Restaurant must be transferred
by estate to approved third party within 90 days.
q. Non-competition  covenants Section 6 No owning interest in, performing services for, or

during the term of the
franchise

loaning money or guaranteeing loan to
competitive business, wherever located or
operating; and no diverting business to
competitive business. A "Competitive Business”
means any business (a) offering for sale hot and
cold submarine sandwiches and/or other deli-
related menu items (other than soft drinks) or (b)
granting franchises or licenses to others to
operate such a business.

r. Non-competition  covenants
after the  franchise s
terminated or expires

Sections 6 and
11.10

For 2 years after franchise term, no owning
interest in or performing services for Competitive
Business at Franchised Restaurant's site, within 5
miles of Franchised Restaurant's site, or within 3
mile of another CAPRIOTTI'S Restaurant then in
operation or under construction.

s. Modification of the
Agreement

Section 19

All modifications to the Franchise Agreement
must be in writing.

t. Integration/merger clause

Section 19

Only terms of Franchise Agreement and other
documents you sign with us are binding (subject
to state and federal law). Any representations or
promises outside of the disclosure document and
Franchise Agreement may not be enforceable

u. Dispute resolution by
arbitration or mediation

Section 26

We and you must arbitrate all disputes within 10
miles of where we have our principal business
address when the arbitration demand is filed (it
currently is in Las Vegas, Nevada).

v. Choice of forum

Section 27

Subject to arbitration requirements, litigation
generally must be in courts closest to where we
have our principal business address when the
action is commenced (it currently is in Las
Vegas, Nevada) (subject to state law).

w. Choice of law

Section 21

Except for federal law, Nevada law applies
(subject to state law).
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AREA DEVELOPMENT AGREEMENT

Section in the

or extend

Provision Area Summary
Development
Agreement

a. Length of the term Section 4 The rights granted under the Area Development
Agreement expire on the opening date of the last
Franchised Restaurant to be developed under the
Area Development Agreement or the actual
scheduled date of opening, whichever occurs
first.

b. Renewal or extension of the Not applicable Not applicable

term
¢. Requirements for you to renew | Not applicable Not applicable

d. Termination by you

Not applicable

The Area Development Agreement does not
contain a provision allowing you to terminate the
Area Development Agreement for any reason.

e. Termination by us without
cause

Not applicable

Not applicable

f.  Termination by us with cause

Sections 7.2

If you are in default of the Area Development

and 7.3 Agreement, we will have cause to terminate the
Area Development Agreement. A default in any
Franchise Agreement with us is a default of your
, Area Development Agreement.
g. “Cause” defined — curable Not applicable | The Area Development Agreement does not
defaults which can be cured provide for defaults which can be cured.
h. “Cause” defined—noncurable Sections 7.2 The Area Development Agreement will
defaults and 7.3 terminate automatically if: you are adjudicated a

bankrupt or are otherwise involved in a
bankruptcy proceeding; a final judgment remains
unsatisfied of record for 30 days or longer
(unless bond is filed); execution is levied against
your premises or property; a mortgage or lien
foreclosure is instituted against you and is not
dismissed or in the process of being dismissed
within 30 days; you no longer employ a Director
of Operations or equivalent approved by us; you
have failed to exercise options and enter into
Franchise Agreements with us under your
Development Schedule; you fail to comply with
any other term or condition of the Area
Development Agreement; you make or attempt

to make an unapproved transfer or assignment of
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Provision Area Summary
Development
Agreement
the Area Development Agreement; you fail to
comply with the terms and conditions of any
Franchise Agreement or other agreement
between you and us.

i.  Your obligations on Section 7.4 You will lose your options to establish an
termination/non-renewal individual Franchised Restaurant for which a

Franchise Agreement has not been signed. A
default under the Area Development Agreement
will not be considered a default under the
Franchise Agreement, unless specified otherwise.
If you are in default of the Area Development
Agreement, but are not in default under any 1 or
all of your Franchise Agreements, you may
continue to operate the existing Franchised
Restaurants under the terms of their separate
Franchise Agreements.

j. Assignment of contract by us Section 8 There is no restriction on our right to assign.

k. “Transfer” by you - definition Section 8 A “transfer” includes transfer of Agreement and

ownership interest.

1. Company’s approval of Section 8 You have no right to engage in any transfer.
transfer

m. Conditions for Company’s Section 8 You have no right to engage in any transfer.
approval of transfer

n. Company’s right to acquire Sections 8.2, | We have the right of first refusal to purchase
your business 8.3 and 84 your ownership interest or assets which are for

sale and for which you have received a good
faith offer to purchase.

0. Company’s option to purchase | Not applicable Not applicable
your business.

p. Your death or disability Not applicable Not applicable

q. Non-competition covenants Section 9.2 No owning interest in, performing services for,
during the term of the or loaning money or guaranteeing loan to
franchise competitive business, wherever located or

operating. A "Competitive Business” means any
business (a) offering for sale hot and cold
submarine sandwiches and/or other deli-related
menu items (other than soft drinks) or (b)
granting franchises or licenses to others to
operate such a business.

r. Non-competition covenants Section 9.2 For 2 years after term of Area Development
after the franchise is Agreement, no owning interest in or performing
terminated or expires services for Competitive Business within
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Provision

Section in the
Area
Development
Agreement

Summary

Designated Territory or within 3 miles of another
CAPRIOTTI'S Restaurant then in operation or
under construction.

Modification of the Agreement

Not Applicable

The Area Development Agreement can be
modified only by written agreement between us
and you.

Integration/merger clause

Not Applicable

Only terms of Franchise Agreement and other
documents you sign with us are binding (subject
to state and federal law). Any representations or
promises outside of the disclosure document and
Franchise Agreement may not be enforceable

Dispute resolution by
arbitration or mediation

Section 11.8

We and you must arbitrate all disputes within 10
miles of where we have our principal business
address when the arbitration demand is filed (it
currently is in Las Vegas, Nevada).

v. Choice of forum

Section 11.3

Subject to arbitration requirements, litigation
generally must be in courts closest to where we
have our principal business address when the
action is commenced (it currently is in Las
Vegas, Nevada) (subject to state law).

w. Choice of law

Section 11.2

Except for federal law, Nevada law applies
(subject to state law).

ITEM

18

PUBLIC FIGURES

We do not use any public figure to promote our franchise.

The FTC's Franchise Rule permits a franchisor to provide information about the actual or
potential financial performance of its franchised and/or franchisor-owned outlets, if there is a reasonable
basis for the information, and if the information is included in the disclosure document. Financial
performance information that differs from that included in 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

ITEM 19
FINANCIAL PERFORMANCE REPRESENTATIONS

possible performance at a particular location or under particular circumstances.

This historical financial performance representation discloses the average, median, and high/low
annual gross sales of all franchised (a total of 76 in 2018) and affiliate-owned (a total of 9 in 2018)
CAPRIOTTT'S Restaurants in the United States that were open and operating during all of 2018. It also
discloses the average, median, and high/low annual gross sales during 2018 of (i) the franchised (a total of
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59 in 2018) and affiliate-owned (a total of 7 in 2018) CAPRIOTTI'S Restaurants that operate in “mature
markets” (defined in the tables), (ii) the franchised (a total of 68 in 2018) and affiliate-owned (a total of 9
in 2018) CAPRIOTTI'S Restaurants that had been open for more than 2 full years as of December 31,
2018, and (iii) the franchised (a total of 37 in 2018) and affiliate-owned (a total of 3 in 2018)
CAPRIOTTI'S Restaurants that had been open for more than 10 years as of December 31, 2018. This
financial performance representation does not include the results of 19 CAPRIOTTI'S Restaurants: 9
franchised Restaurants that opened during 2018 (and therefore were not open for the fuli calendar year); 8
franchised Restaurants and 1 affiliate-owned restaurant that closed during 2018 (the latter of which
operated only seasonally); and 1 franchised Restaurant that operates at a non-traditional location (which
operates less than 30 hours per week).

This financial performance representation also contains (i) actual partial operating financial
statements for 2018 for each of 7 affiliate-owned and operated CAPRIOTTI'S Restaurants and (ii) an
actual average and median partial operating financial statement for 2018 for each of those 7 affiliate-
owned and operated CAPRIOTTI'S Restaurants.

We obtained the gross sales information for franchised Restaurants from sales reports submitted
by franchisees. We have not independently audited that information. The franchised Restaurants whose
average, median, and high/low gross sales are reported below are substantially similar to the
CAPRIOTTI'S Restaurant franchises we currently offer in terms of products and services. “Gross Sales”
is defined in our Franchise Agreement as the total of all revenue derived from operating the Restaurant,
whether from sales for cash or credit, and irrespective of collection, including sales of merchandise,
products, and services, but excluding sales tax, proceeds from the sale of equipment not in the ordinary
course of business, franchisor pre-approved promotional discounts (provided physical evidence of the
promotion/coupon is retained), and food purchased by employees for their own consumption as outlined
in the Manual.

The actual average, median, and high/low annual gross sales volumes reported below do not
reflect the costs of sales, operating expenses, or other costs or expenses that must be deducted from the
gross sales figures to obtain your net income or profit. You should independently investigate the costs and
expenses you will incur in operating your CAPRIOTTI'S Restaurant. Franchisees or former franchisees,
listed in the Franchise Disclosure Document, may be one source of this information.

Numerous factors affect the sales and expenses of a particular CAPRIOTTI'S Restaurant,
including: traffic count; accessibility, visibility, and attractiveness of a site; amount of time in business;
size; the local marketplace and competition; general economic conditions; the franchisee's management
skill, experience, business acumen, and ability to promote and market CAPRIOTTI'S Restaurants
effectively in the local market; the degree of adherence to our methods and procedures in operating the
Restaurant; lease terms; financing costs; taxes; labor costs; supply costs; population density; and how
hard you and your principals work.

Our franchise program for CAPRIOTTI'S Restaurants is structured to provide to franchisees, in
our capacity as franchisor, some of the services that our affiliates provide to the affiliate-owned
CAPRIOTTI'S Restaurants identified below. However, we do not provide certain services to franchisees
that the business owner normally provides, such as financing, accounting, legal, personnel, and
management services. The availability, cost, and quality of these services to a franchisee likely will affect
operations. All of the CAPRIOTTI'S Restaurants whose information is included below are substantially
similar to one another in terms of products and services offered.
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Franchised Restaurants
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2018 Results | 2018 Results 2018 Results
for All for All for All
Franchised Franchised Franchised
2018 Results Restaurants Restaurants Restaurants -
for All Open in Open more Open more
Franchised Mature than 2 years than 10 years
Restaurants Markets as of as of as of
Open During | December 31, | December 31, | December 31,
all of 2018 201 8*** 2018 2018
Number of
Restaurants in
Range 76 59 68 37
Average Unit
Volume 738,052 765,892 734,961 802,561
Highest Sales 1,561,129 1,561,129 1,561,129 1,561,129
Lowest Sales 384,773 384,773 384,773 398,936
Number &
Percentage of
Restaurants
Exceeding Average 30/40% 22/37% 29/43% 13/35%
Median Unit )
Volume 698,954 735,145 692,540 737,892
Average Unit
Volume of Top 25th
Percentile™ 1,092,244 1,133,375 1,068,751 1,214,939
Highest Sales 1,561,129 1,561,129 1,561,129 1,561,129
Lowest Sales 834,924 841,356 828,296 994,659
Number &
Percentage of
Restaurants in Top
25% Percentile
Exceeding Average 9/47% 8/53% 5/29% 4/44%
Median Unit
Volume of
Restaurants in Top
25% Percentile 1,052,312 1,150,042 1,052,312 1,162,767
Average Unit
Volume of Bottom
25th Percentile®* 481,291 511,655 489,939 534,246
Highest Sales 558,017 621,136 575,845 617,549
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2018 Results | 2018 Results | 2018 Results
for All for All for All
Franchised Franchised Franchised
2018 Results Restaurants Restaurants Restaurants
for All Open in Open more Open more
Franchised Mature than 2 years | than 10 years
Restaurants Markets as of as of as of
Open During | December 31, | December 31, | December 31,
all of 2018 2018*** 2018 2018
Lowest Sales 384,773 384,773 384,773 398,936
Number &
Percentage of
Restaurants in
Bottom 25%
Percentile Exceeding
Average
12/ 63% 7/ 46% 11/65% 5/56%
Median Unit
Volume of
Restaurants in
Bottom 25%
Percentile 497,068 508,855 497,389 458,610

*This includes the top 25% performing Restaurants of the number of Restaurants in the range

*%This includes the bottom 25% performing Restaurants of the number of Restaurants in the
range

***Mature markets in this table are the States of Delaware, Nevada, and Pennsylvania. There
were 59 franchised Restaurants in those states that were operational during the entire 2018
calendar year. The first CAPRIOTTI’S Restaurant opened in one of these states opened in June

1976. The most recent CAPRIOTTI’S Restaurant opened in one of these states in November
2017.

[Next chart begins on next page]
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Affiliate-Owned Restaurants

2018 Results 2018 Results
for All 2018 Resuits for All
Affiliate- for All Affiliate-
2018 Results Owned Affiliate- Owned
for All Restaurants Owned Restaurants
Affiliate- Open in Restaurants Open more
Owned Mature Open more than 10 years
Restaurants Markets as of | than 2 years as as of
Open During | December 31, | of December | December 31,
all of 2018 2018*** 31,2018 2018
Number of
Restaurants in
Range 9 7 9 3
Average Unit
Volume 754,792 784,962 754,792 712,938
Number &
Percentage of
Restaurants
Exceeding
Average 4/ 44% 4/57% 4/44% 2/67%
Median Unit
Volume 511,881 511,881 511,881 599,298.32
Highest Sales 1,071,861 1,071,861 1,071,861 798,784.04
Lowest Sales 740,733 798,784 740,733 740,733

* Mature market in this table is the State of Nevada. There were 7 affiliated Restaurants in
Nevada that were operational during the entire 2018 calendar year. The first CAPRIOTTI’S
Restaurant opened in Nevada in April 1993. The most recent CAPRIOTTI’S Restaurant opened

in Nevada in April 2016.

[Next chart begins on next page]
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Some CAPRIOTTTI'S Restaurants have earned these amounts. Your individual results may
differ. There is no assurance that you will earn as much.

Written substantiation of all financial performance information presented in this financial
performance representation will be made available to you upon reasonable request. This financial
performance representation was prepared without an audit. Prospective franchisees or sellers of franchises
should be advised that no certified public accountant has audited these figures or expressed his/her
opinion with regard to their contents or form.

Other than the preceding financial performance representation, we do not make any financial
performance representations. 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, however, 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 it to the franchisor's management by
contacting Ashley Morris, Chief Executive Officer, 6056 S. Durango Drive, Las Vegas, Nevada 89113,
702-736-3878, the Federal Trade Commission, and the appropriate state regulatory agencies.

ITEM 20
OUTLETS AND FRANCHISEE INFORMATION

All year-end numbers appearing in the tables below are as of December 31 in each year. The
“Company-Owned” outlets referenced in tables 1, 4, and 5 below are owned by one or more of our

affiliates.

Table No. 1

Systemwide Outlet Summary for years 2016 to 2018

Column 1 Column 2 Column 3 Column 4 Column 5
Outlets at the Start of | Outlets at the End of
Outlet Type Year the Year the Year Net Change
2016 33 84 +1
Franchised 2017 84 83 -1
2018 83 85 +2
2016 13 16 +3
Company- Owned 2017 16 11 -5
2018 11 9 -2
2016 96 100 +4
Total Outlets 2017 100 94 -6
2018 94 94 0
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Table No. 2

Transfers of Outlets from Franchisees to
New Owners (other than the Franchisor)

For years 2016 to 2018
Column 1 Column 2 Column 3
State Year Number of Transfers
2016 1
Delaware 2017 0
2018 1
2016 0
Nebraska 2017 1
2018 1
2016 1
Nevada 2017 1
2018 1
2016 1
Utah 2017 0
2018 0
2016 3
Totals 2017 2
2018 3
Table No. 3
Status of Franchised Outlets
For years 2016 to 2018
Col. 1 Col.2 | Col.3 Col. 4 Col. 5 Col. 6 Col. 7 Col. 8 Col. 9
Ceased
Outlets at Re- Opera-tions | Outlets at
Start of Outlets Termina- Non- |acquired by| —Other |Endofthe
State Year | the Year | Opened tions Renewals | Franchisor | Reasons Year
2016 3 0 0 0 0 0 3
Arizona 2017 3 0 0 0 0 0 3
2018 3 0 0 0 0 0 3
2016 8 1 0 0 0 0 9
California 2017 9 0 0 0 0 4 5
2018 5 0 0 0 0 0 5
2016 15 0 0 1 0 0 14
Delaware 2017 14 2 0 0 0 0 16
2018 16 0 0 0 0 1 15
2016 1 0 0 0 0 0 1
Florida 2017 1 0 0 0 0 0 i
2018 1 0 0 0 0 1 0
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Col. 1

State

Col. 2

Year

Col. 3

Qutlets at
Start of
the Year

Col. 4

Outlets
Opened

Col. 5

Termina-
tions

Col. 6

Non-
Renewals

Col. 7

Re-
acquired by
Franchisor

Col. 8

Ceased
Opera-tions
— Other
Reasons

Col. 9

Outlets at
End of the
Year

Georgia

2016

1

1

1

2017

2018

[linois

2016

2017

2018

Indiana

2016

2017

2018
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2016

— | OO~ | |O|O

2017

2018

Maryland

2016

2017
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2016

2017
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2016
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2017
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Col. 1

State

Col. 2

Year

Col. 3

Outlets at
Start of
the Year

Col. 4.

Outlets
Opened

Col. 5

Termina-
tions

Col. 6

Non-
Renewals

Col. 7

Re-
acquired by
Franchisor

Col. 8

Ceased
Opera-tions
— Other
Reasons

Col. 9

Outlets at
End of the

Year

South Dakota

2016

0

0

0

0

0

0

2017

2018

Tennessee

2016

2017

2018

Texas

2016

2017

2018

Utah

2016

2017

2018

Virginia

2016

2017

2018

Washington

2016

2017

2018

Washington,
D.C.

2016

2017

2018

Wisconsin

2016

2017
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Table No. 4

Status of Company-Owned Outlets

For years 2016 to 2018

Col. 1

State

Col. 2

Year

Col. 3

Outlets at
Start of the
Year

Col. 4

Qutlets

Opened

Col. 5

Outlets

From

Reacquired

Franchisee

Col. 6

Outlets
Closed

Col. 7

Outlets Sold
to
Franchisee

Col. 8

Outlets at
end of the
Year

Arizona

2016

2

()

0

2

2017

2018

California

2016

2017

2018

Delaware

2016

2017

2018

Nevada

2016

2017

2018

Pennsylvania

2016

2017

2018

Utah

2016

2017

2018

Virginia

2016

2017

2018

Washing-ton,
D.C.

2016

2017
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2018
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Table No. 5

Projected Openings As Of December 31, 2018

Column 1 Column 2 Column 4
Column 3
Eranchise Agreements Projected New Franchised Projected New
Signed But Restaurants Restaurants in 2019 Company-Owned
State Not Open Restaurants in 2019
California 1 2 0
Georgia 0 0 0
Delaware 1 1 0
Idaho 1 1 0
Illinois 0 1 0
Indiana 0 1 0
Iowa 0 0 0
Michigan 0 1 0
Minnesota 0 1 0
Nevada 0 3 1
Rhode Island 1 1 0
South Dakota 0 1 0
Utah 2 2 0
Totals 6 15 1

A complete list of restaurants as of the date of this Franchise Disclosure Document is attached as
Exhibit F. Also in Exhibit F, you will find the name, city, state and the current business telephone number
(or, if unknown, the last known home telephone number) of every franchisee who had a Franchised
Restaurant terminated, canceled, not renewed or otherwise voluntarily or involuntarily ceased to do
business under the Franchise Agreement during our most recently completed fiscal year or who has not
communicated with us within 10 weeks of the issuance date of this Franchise Disclosure Document. If
you buy this franchise, your contact information may be disclosed to other buyers when you leave the

system.

During the last 3 fiscal years, no current or former franchisees have signed confidentiality clauses
restricting them from discussing with you their experiences as a franchisee in our franchise system. There
are no trademark-specific franchisee organizations associated with our System.

ITEM 21
FINANCIAL STATEMENTS

Attached as Exhibit G are our audited financial statements for the fiscal years ended
December 30, 2018, December 31, 2017, and December 25, 2016.

50
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ITEM 22
CONTRACTS

The contracts following this Item 22 are listed in the order in which they appear. These are the
only contracts which we will enter into with you in this state.

1.

2.

The Franchise Agreement with Site Selection Addendum

Area Development Agreement

State Riders to Franchise Agreement and Area Development Agreement
Mutual Release

ACH Transfer Agreement

Renewal Rider to Franchise Agreement

ITEM 23
RECEIPTS

You will find 2 copies of a detachable receipt as the final pages of this Franchise Disclosure
Document. Please sign both acknowledging receipt of this Franchise Disclosure Document and return 1
copy to us for our files.
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EXHIBIT A

STATE FRANCHISE REGULATORS AND AGENTS FOR SERVICE OF PROCESS
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STATE AGENCIES/AGENTS
FOR SERVICE OF PROCESS

Listed here are the names, addresses and telephone numbers of the state agencies having
responsibility for the franchising disclosure/registration laws. We may not yet be registered to
sell franchises in any or all of these states.

If a state is not listed, we have not appointed an agent for service of process in that state in
connection with the requirements of the franchise laws. There may be states in addition to those

listed below in which we have appointed an agent for service of process.

There also may be additional agents appointed in some of the states listed.

CALIFORNIA

Commissioner of the Department
of Business Oversight:
Toll Free: 1 (866) 275-2677

Los Angeles

Suite 750

320 West 4" Street

Los Angeles, California 90013-2344
(213) 576-7500

Sacramento

1515 K Street, Suite 200
Sacramento, California 95814-4052
(916) 445-7205

San Diego

1350 Front Street, Rm. 2034
San Diego, California 92101-3697
(619) 525-4233

San Francisco
One Sansome Street, Suite 600

San Francisco, California 94105-2980
(415) 972-8559

HAWAII
(for service of process)

Commissioner of Securities
Department of Commerce

and Consumer Affairs
Business Registration Division
335 Merchant Street, Room 203
Honolulu, Hawaii 96813
(808) 586-2722

(for other matters)

Commissioner of Securities
Department of Commerce

and Consumer Affairs
Business Registration Division
335 Merchant Street, Room 205
Honolulu, Hawaii 96813
(808) 586-2722

ILLINOIS

[llinois Attorney General
500 South Second Street
Springfield, Illinois 62706
(217) 782-4465



INDIANA
(for service of process)

Indiana Secretary of State
201 State House

200 West Washington Street
Indianapolis, Indiana 46204
(317) 232-6531

(state agency)

Indiana Secretary of State
Securities Division

Room E-111

302 West Washington Street
Indianapolis, Indiana 46204
(317) 232-6681

MARYLAND
(for service of process)

Maryland Securities Commissioner
at the Office of Attorney General-
Securities Division

200 St. Paul Place

Baltimore, Maryland 21202-2021
(410) 576-6360

(state agency)

Office of the Attorney General-
Securities Division

200 St. Paul Place

Baltimore, Maryland 21202-2021
(410) 576-6360

MICHIGAN

Michigan Attorney General’s Office
Consumer Protection Division

Attn: Franchise Section

G. Mennen Williams Building, 1st Floor
525 West Ottawa Street

Lansing, Michigan 48933
(517)373-7117

MINNESOTA

Commissioner of Commerce
Department of Commerce
85 7" Place East, Suite 280
St. Paul, Minnesota 55101
(651) 539-1600

NEW YORK
(for service of process)

Attention: New York Secretary of State
New York Department of State

One Commerce Plaza,

99 Washington Avenue, 6" Floor
Albany, New York 12231-0001

(518) 473-2492

(Administrator)

NYS Department of Law
Investor Protection Bureau
28 Liberty Street, 21* Floor
New York, New York 10005
(212) 416-8236 (Phone)

NORTH DAKOTA

(for service of process)

Securities Commissioner

North Dakota Securities Department
600 East Boulevard Avenue, Suite 414
Bismarck, North Dakota 58505

(701) 328-4712

(state agency)

North Dakota Securities Department
600 East Boulevard Avenue, Suite 414
Bismarck, North Dakota 58505

(701) 328-2910




OREGON

Oregon Division of Financial Regulation
350 Winter Street-NE, Suite 410

Salem, Oregon 97301

(503) 378-4140

RHODE ISLAND

Securities Division

Department of Business Regulations
1511 Pontiac Avenue

John O. Pastore Complex-Building 69-1
Cranston, Rhode Island 02920

(401) 462-9500

SOUTH DAKOTA

Division of Insurance
Securities Regulation

124 S. Euclid, Suite 104
Pierre, South Dakota 57501
(605) 773-3563

VIRGINIA

(for service of process)

Clerk, State Corporation Commission
1300 East Main Street

First Floor

Richmond, Virginia 23219

(804) 371-9733

(for other matters)

State Corporation Commission

Division of Securities and Retail Franchising

Tyler Building, 9th Floor
1300 East Main Street
Richmond, Virginia 23219
(804) 371-9051

WASHINGTON

(for service of process)

Director Department of Financial Institutions

Securities Division

150 Israel Road SW
Tumwater, Washington 98501
(360) 902-8760

(for other matters)

Department of Financial Institutions
Securities Division

P. O. Box 9033

Olympia, Washington 98501-9033
(360) 902-8760

WISCONSIN
(for service of process)

Administrator, Division of Securities
Department of Financial Institutions
4822 Madison Yards Way, North Tower
Madison, Wisconsin 53705

(608) 266-2139

(state administrator)

Division of Securities

Department of Financial Institutions
4822 Madison Yards Way, North Tower
Madison, Wisconsin 53705

(608) 266-9555
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Effective Date
Franchisor
Address for Notice:

Telephone Number:
Facsimile Number:
Email:

Franchisee:
Type of Entity:

Address for Notice:

Telephone:
Facsimile Number:
Mobile Telephone:
Email:

Franchisee’s Principals:

CAPRIOTTI’S SANDWICH SHOP, INC.

FRANCHISE AGREEMENT -- SUMMARY PAGES

Capriotti’s Sandwich Shop, Inc., a Nevada corporation

6056 S. Durango Drive
Las Vegas, NV 89113
(866) 959-3737

(702) 736-9878
info(@capriottis.com

(] Individual

U] General Partnership
(1 Corporation

L] LLC

[J Limited Partnership

The following is a list of all shareholders, partners, members or other
investors owning a direct or indirect interest in Franchisee and a

description of the nature of their interest.

NAME

OWNERSHIP INTEREST IN
FRANCHISEE

NATURE OF INTEREST

The following is a list of all Franchisee’s Principals, as defined and designated according to Section 17 of
the Franchise Agreement, each of whom shall (unless executing the Franchisee Guaranty Agreement)
execute the Restrictive Covenant as to Franchisee or Shareholder/Member/Partner of Franchisee
substantially of the form set forth at Exhibit C to the Franchise Agreement.

Location:
Opening Date:

CAPRIOTTI'S FA (2019)
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(Franchise ID)




Initial Franchise Fee:
Development Fee:
Royalty Fee:

% of Gross Sales

By signing below each of the parties attests to the accuracy of the information contained in these
Summary Pages and agrees to and intends to be legally bound by the terms and conditions of the
CAPRIOTTI’S Franchise Agreement attached to these Summary Pages, effective on the Effective Date

set forth above.
FRANCHISOR: FRANCHISEE:

Capriotti’s Sandwich Shop, Inc., a Nevada

corporation

By: By:
Name: Ashley 1. Morris Name:
Title: CEO Title:
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FRANCHISE AGREEMENT

This Franchise Agreement (“this Agreement”) made this day of , 20 , by
and between CAPRIOTTI’S SANDWICH SHOP, INC., a Nevada corporation, having its principal place
of business at 6056 South Durango Drive, Suite 100, Las Vegas, Nevada 89113 (“Franchisor”), and

, a corporation, having its principal place of business at
(“Franchisee™).

WITNESSETH:

WHEREAS, Franchisor is the owner of the trademarks, service marks, and logo
“CAPRIOTTYI’S,” which mark is registered with the USPTO under Registration Number 3,571,960, and
any other trademarks Franchisor may develop, as well as the trade names “CAPRIOTTI’S” and
“CAPRIOTTI’S SANDWICH SHOP” (collectively, the “Marks™) and trade secrets, recipes and know-
how for use in connection with the unique process and system for the preparation and sale of all of its
food products (the “System”), together with all of the goodwill connected therewith; and

WHEREAS, Franchisee hereby acknowledges the requirement of appropriate safeguards for the
maintenance and future promotion of the System by reason of its high standards of quality and service,
and the fact that Franchisor has created over a period of years a superior reputation, name, identification
and consumer demand for its products; and

WHEREAS, Franchisee hereby acknowledges and agrees to the exclusive right of Franchisor in
and to the System as it is presently developed, or as the same may be improved upon during the term of
this Agreement, including trade secrets, recipes, designs, trademarks, trade names, logos, signs and
slogans presently in use and/or developed after the date of this Agreement, all of which may be used by
Franchisee only based on the terms of this Agreement; and

WHEREAS, Franchisee desires, upon the terms and conditions of this Agreement, to obtain and
enter into the business of operating a restaurant utilizing the System at and from the location agreed upon
in this Agreement, under the name “CAPRIOTTI’S SANDWICH SHOP,” subject to the training and
supervision of Franchisor and in accordance with the standards of Franchisor presently in existence and/or
as changed or modified at any time after the date of this Agreement.

NOW, THEREFORE, IN CONSIDERATION OF the foregoing, the mutual agreements
contained in this Agreement, and for other valuable consideration, the receipt and sufficiency of which
are hereby acknowledged by each of the parties, the parties hereby agree as follows:

1. Grant of Franchise. Franchisor hereby grants Franchisee during the term of this
Agreement a non-assignable, non-exclusive right to use the Marks as designated and authorized by
Franchisor, and the System, in the operation of a sandwich and specialty shop (the “Franchised
Restaurant™). The Franchised Restaurant shall be limited to the designated location being specifically set
forth in Section 3 of this Agreement or on the Site Selection Addendum (Exhibit A). Franchisee is hereby
also granted the right to use the system of operation and method of doing business conceived and
designated by Franchisor, and to buy supplies and products and to sell those items and products specified
by Franchisor according to the procedures, system and methods defined in this Agreement and the
CAPRIOTTI’S SANDWICH SHOP Confidential Operations Manual (the “Manual”).

2. Term. This Agreement shall be effective for a period of ten (10) years from the date of
this Agreement (the “Initial Term™). Franchisee agrees to operate the Franchised Restaurant in
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compliance with this Agreement for the entire Initial Term unless this Agreement is properly terminated
under Section 10.

When this Agreement expires (unless it is terminated sooner), Franchisee will have the right to
acquire a successor franchise to continue operating the Franchised Restaurant as a CAPRIOTTI’S
Restaurant for ten (10) years under Franchisor’s then current form of franchise agreement, but only if

Franchisee has:

i. requested in writing a business review at least six (6) months, but not more than nine (9)
months, before the end of this Agreement’s term;

ii. substantially complied with all of Franchisee’s obligations under this Agreement and all
other agreements with Franchisor or its affiliates related to the Franchised Restaurant, as
noted in the business review Franchisor conducts; and

iii. at Franchisor’s option, either (a) remodeled and upgraded the Franchised Restaurant and
otherwise brought the Franchised Restaurant into full compliance with then applicable
specifications and standards for new CAPRIOTTI’S Restaurants before this Agreement
expires (regardless of cost), or (ii) agreed to relocate the Franchised Restaurant to a
substitute site Franchisor has accepted and constructs and develops a new CAPRIOTTI’S

Restaurant at that site.

To acquire a successor franchise, Franchisee and its owners must (1) sign Franchisor’s then
current form of franchise agreement (and related documents), which may contain terms and conditions
differing materially from any and all of those in this Agreement, including higher Royalty Fees and
Marketing Fund contributions, and will be modified to reflect that it is for a successor franchise; (ii) pay
Franchisor a successor franchise fee equal to Ten Thousand Dollars ($10,000); and (iii) sign a general
release in the form Franchisor specifies as to any and all claims against Franchisor, its affiliates, and their
respective owners, officers, directors, employees, agents, representatives, successors, and assigns. If
Franchisee fails to sign and return the documents referenced above, together with the successor franchise
fee, within thirty (30) days after Franchisor delivers them to Franchisee, that will be deemed Franchisee’s
election not to acquire a successor franchise. If Franchisee (and each of its owners) is not, both on the
date Franchisee gives Franchisor written notice of Franchisee’s election to acquire a successor franchise
(at or after the business review) and on the date on which this Agreement expires, in substantial
compliance with this Agreement and all other agreements with Franchisor or its affiliates related to the
Franchised Restaurant, Franchisee acknowledges that Franchisor need not grant Franchisee a successor
franchise, whether or not Franchisor had, or chose to exercise, the right to terminate this Agreement

during the Initial Term.

3. Location and Territory.

3.1 The street address of the location of the Franchised Restaurant approved by this
Agreement is as referenced on the Franchise Agreement Summary Pages or the location designated in the
Site Selection Addendum signed by the parties subsequent to the execution of this Agreement (the
“Approved Location”). The Franchisee shall operate the Franchised Restaurant under the terms of this
Agreement at the Approved Location and at no other location without prior written consent of Franchisor.
Franchisee may not relocate the Franchised Restaurant to a new site without Franchisor’s prior written
consent, which Franchisor may grant or deny as it deems best. Franchisor may condition relocation
approval on (a) the new site and its lease being acceptable to Franchisor, (b) Franchisee paying Franchisor
a reasonable relocation fee, (¢) Franchisee reimbursing any costs Franchisor incurs during the relocation
process, (d) Franchisee confirming that this Agreement remains in effect and governs the Franchised
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Restaurant’s operation at the new site with no change in the franchise term or, at Franchisor’s option,
Franchisee signing Franchisor’s then current form of franchise agreement to govern the Franchised
Restaurant’s operation at the new site for a new franchise term, (e) Franchisee signing a general release,
in a form satisfactory to Franchisor, of any and all claims against Franchisor and its owners, affiliates,
officers, directors, employees, and agents, (f) Franchisee continuing to operate the Franchised Restaurant
at its original site until Franchisor authorizes its closure, and (g) Franchisee taking, within the timeframe
Franchisor specifies and at Franchisee’s own expense, all action Franchisor requires to de-brand and de-
identify the Franchised Restaurant’s former premises so that it no longer is associated in any manner (in
Franchisor’s opinion) with the System.

32 Franchisee shall have no protected territory and Franchisee acknowledges
Franchisor and Franchisor’s other franchisees are free to compete with Franchisee and there are no
restrictions on Franchisor’s ability to locate additional franchises anywhere it desires, regardless of how
close to the Franchised Restaurant.

3.3 Franchisor encourages Franchisee to make food deliveries from the Franchised
Restaurant located at the Approved Location provided Franchisee complies with the procedures
established by Franchisor for delivery, including delivery territories, if any, and ordering procedures.

4. Franchise Fee _and Royalties. In consideration of the rights granted within this
Agreement, Franchisee shall provide to Franchisor the following:

4.1 A one-time nonrefundable franchisee fee of dollars ($ )
(the “Initial Franchise Fee™) to be paid simultaneously with the execution of this Agreement. If this is a
renewal franchise agreement, the renewal fee specified in Franchisee's expired Franchise Agreement shall
be paid in lieu of the Initial Franchise Fee;

4.2 A royalty equal to percent (___ %) of Franchisee’s total Gross
Sales (“Royalty Fee”). The payment shall be due on the fifth (5th) day after the end of each calendar
month following the opening of the Franchised Restaurant (“Due Date™). Upon thirty (30) days written
notice, Franchisor can commence calculating the Royalty Fee bi-weekly as of the fifteenth (15th) and the
last day of each calendar month. In the event Franchisee’s restaurant is closed without Franchisor’s
approval for one (1) or more days (“Unauthorized Closure™), in addition to the Royalty Fee due from
operations, Franchisee shall remit a Royalty Fee equal to the product of the average Royalty Fee for the
sixty (60) days immediately preceding the date the Unapproved Closure occurred multiplied by the
number of days the Unauthorized Closure occurred. In this event, the aforementioned Due Date shall be
on the fifth (5th) day after the end of each reporting period.

On each Due Date, Franchisor will transfer from Franchisee’s bank operating account
(“Account”) the amount reported to Franchisor in Franchisee’s sales report or determined by Franchisor
by the records obtained by Franchisor through Franchisee’s point of sale system and Aloha (or other)
software. Franchisor shall have the right to obtain directly from Franchisee’s point of sale system and
Aloha (or other) software all information contained within this Agreement and compile a Royalty Fee
report by accessing this information (“POS Data”). All POS Data must be submitted and/or accessible by
the Due Date. If Franchisee has not reported Gross Sales to Franchisor for any fiscal period and
Franchisor is not using POS Data to determine the amount due, Franchisor will transfer from the Account
an amount calculated in accordance with its estimate of the Gross Sales during the fiscal period. If, at any
time, Franchisor determines that Franchisee has underreported its Gross Sales, or underpaid the Royalty
Fee or other amounts due to Franchisor under this Agreement, or any other agreement, Franchisor may
initiate an immediate transfer from the Account in the appropriate amount in accordance with the
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foregoing procedure, including interest as provided in this Agreement. Any overpayment will be credited
to the Account effective as of the first reporting date after Franchisor and Franchisee determine that this
credit is due.

In connection with payment of the Royalty Fee by electronic funds transfer, Franchisee
shall: (1) comply with procedures specified by Franchisor in the Manual; (2) perform those acts and sign
and deliver those documents as may be necessary to accomplish payment by electronic funds transfer as
described in this Section; (3) give Franchisor an authorization in the form designated by Franchisor to
initiate debit entries and/or credit correction entries to the Account for payments of the Royalty Fee and
other amounts payable under this Agreement, including any interest charges; and (4) make sufficient
funds available in the Account for withdrawal by electronic funds transfer no later than the Due Date for
payment thereof,

Failure by Franchisee to have sufficient funds in the Account shall constitute a default of
this Agreement and may subject this Agreement to termination for cause as described within this
Agreement. Franchisee shall not be entitled to set off, deduct or otherwise withhold any Royalty Fees,
advertising contributions, interest charges or any other monies payable by Franchisee under this
Agreement on grounds of any alleged non-performance by Franchisor of any of its obligations or for any
other reason. For purposes of this payment, “Gross Sales” shall mean the total of all revenue derived by
Franchisee from operation of the Franchised Restaurant whether from sales for cash or credit, and
irrespective of the collection thereof, including sales of both merchandise, products and services,
exclusive of the following: sales tax if paid to the appropriate government authorities; proceeds from the
sale of equipment not in the ordinary course of business; and Franchisor pre-approved in writing
promotional discounts provided physical evidence of the promotion (coupon) is retained and food
purchased by employees for their own consumption as outlined in the Manual.

Royalty Fees received by Franchisor based on this Section shall not be deemed trust
funds nor shall Franchisor be required to segregate these funds in any way. Royalty Fees shall be deemed
general funds of Franchisor for all purposes and shall be non-refundable to Franchisee;

43 Franchisee agrees to furnish Franchisor with monthly financial statements in the
required format by the twenty (25th) of each month;

4.4 Franchisee agrees to furnish Franchisor with yearly tax returns for the Franchised
Restaurant the earlier of the twenty fifth (25th) of April, or thirty (30) days after the filing of said return
with the applicable state and federal tax authorities;

4.5 Franchisee agrees to use Franchisor's chart of accounts in operating the
Franchised Restaurant to facilitate consistent reporting to and the maintenance of uniform records for
Franchisor.

4.6 If Franchisee fails to timely deliver any financial report required under this
Agreement twice in any twenty four (24) month period, Franchisor shall have the right to retain a
bookkeeper to correct and maintain Franchisee’s business records until Franchisor is confident
Franchisee’s financial reports accurately reflect the condition of the business. Franchisee shall reimburse
Franchisor for these bookkeeping services at the rate of the greater of one hundred dollars ($100.00) an
hour or the actual out of pocket costs incurred by Franchisor. Franchisee agrees to fully cooperate with
Franchisor and agrees to provide all requested information to Franchisor’s bookkeeper.

Late payment of any fee due under this Section 4 will result in a non-refundable charge of two
hundred fifty dollars ($250.00) per incident.
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5. Trademarks, Trade Names, and Trade Secrets. Franchisee acknowledges that
Franchisee is required, if possible, to prevent those persons or parties associated with or employed by it
from the unauthorized use of Franchisor’s Marks and also to maintain and control the quality of products
sold through the use of those Marks.

Franchisee therefore covenants and agrees to perform and abide by the following provisions:

5.1 Franchisee shall not use the Marks or any stylistic or colorable variation thereof
as: (i) part of a trademark, service mark or trade name of any corporation, partnership, proprietorship or
other business entity in which Franchisee owns or holds any interest; or as (ii) the trademark, trade name
or assumed name of any business entity except in connection with the terms of this Agreement and the
Franchised Restaurant. Specifically, and without limitation, Franchisee may not use the name
"CAPRIOTTI’S" in the name of any corporation, partnership, proprietorship or other business entity in
which Franchisee owns or holds any interest.

5.2 Franchisee shall not use any of the Marks in connection with any advertising,
promotion, sale or distribution of any item or other product not included on Franchisor’s approved list or
for any service not offered by Franchisor without Franchisor’s prior written consent.

53 Franchisee shall not use or allow the use of Franchisor’s Marks in or on any
promotional material, advertisement, display, business forms or other printed material without affixing
the Marks to these materials in the manner required by Franchisor. All advertising and promotions must
conform to the standards and requirements specified by Franchisor. Franchisee must submit to Franchisor,
in the manner Franchisor specifies, for prior written approval, samples of all advertising and promotional
plans and materials to be used by Franchisee in the Franchised Restaurant and none of these materials
may be used without the express prior written consent of Franchisor.

5.4 Franchisee shall use the Marks in the precise form prescribed by Franchisor and
shall observe all directions from Franchisor regarding the presentation of the Marks and the manner of
their display and use. All paper goods, advertising and promotional materials that have not been furnished
by Franchisor shall be submitted by Franchisee to Franchisor for approval before use by Franchisee in the
Franchised Restaurant. Franchisor’s approval shall not be unreasonably withheld or delayed for more than
thirty (30) days after receipt of the proposed advertising material. If Franchisor fails to respond within
thirty (30) days, the approval request shall be deemed denied.

5.5 Franchisee shall use the Marks only on any goods and/or for any services which
are in compliance with the directions and specifications periodically issued by Franchisor and with other
quality control measures now in effect or which Franchisor may adopt in the future to promote and defend
the goodwill associated with the Marks. Franchisee is prohibited from using the Marks on any goods
and/or for any services not in compliance with these directions and specifications issued by Franchisor.

5.6 Franchisee shall promptly discontinue use of the Marks of Franchisor, and shall
take appropriate action to remove said Marks from the premises upon which its business is located upon
the expiration, termination or revocation of this Agreement.

5.7 Franchisee understands and agrees that Franchisor has disclosed or will later
disclose to Franchisee certain confidential or proprietary information and trade secrets. Except as
necessary in connection with the operation of the Franchised Restaurant and as approved by Franchisor,
Franchisee shall not, during the Initial Term or at any time after the expiration or termination of this
Agreement, regardless of the cause of termination, directly or indirectly, use for its own benefit or
communicate or divulge to, or use for the benefit of any other person or entity, any trade secrets,
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confidential information, knowledge or know-how concerning the recipes, food products, advertising,
marketing, designs or methods of operation of the Franchised Restaurant or the System. Franchisee shall
disclose to its employees only the confidential, proprietary or trade secret information as is necessary to
operate its restaurant hereunder and then only while this Agreement is in effect. Any and all information,
knowledge or know-how, including, without limitation, drawings, materials, equipment, marketing,
recipes and other data which Franchisor designates as secret or confidential shall be deemed secret and
confidential for purposes of this Agreement. Franchisee hereby acknowledges and agrees that all
Franchisor’s recipes and food preparation techniques are and shall remain trade secrets. Additionally,
Franchisee agrees not to make any unauthorized postings of trade secrets on any Internet websites or

electronic bulletin boards.

5.8 Franchisee and its shareholders agree that, in the event any trade secrets are
disclosed in violation of this Agreement, then, Franchisee and its shareholders shall be liable for damages
with respect to loss of potential franchise fees, loss of royalties, attorneys’ fees related to the breach of its
promise, costs and any other damages or remedies deemed appropriate by a court of competent
jurisdiction.

59 Franchisee acknowledges Franchisor reserves the right to change, revise or
substitute different Marks for use in identifying the System, the Franchised Restaurant and the products
sold or offered for sale through the Franchised Restaurant, if Franchisor, in its sole discretion, determines
that change, revision or substitution of different Marks will be beneficial to the System. In these
circumstances, the use of the substitute Marks shall be governed by the terms of this Agreement.
Franchisee shall comply with each change, revision or substitution and bear all expenses associated
therewith. In the event that a court of competent jurisdiction should order, or if Franchisor in its sole
discretion should deem it necessary or advisable, Franchisee shall modify or discontinue use of any Mark.
Franchisee shall comply with Franchisor’s directions regarding any of these Marks within thirty (30) days
after receipt of notice from Franchisor or, if this modification or discontinuance is court-ordered,
immediately. Franchisor shall not be obligated to compensate Franchisee for any costs or expenses
incurred by Franchisee in connection with any of these modifications or discontinuances. Franchisee shall
also use these additional or substitute Marks as Franchisor shall direct.

5.10  Unless otherwise approved in writing by Franchisor, Franchisee shall not
establish a separate Website. However, Franchisor shall have the right to require that Franchisee have one
(1) or more references or webpage(s), as designated and approved in advance by Franchisor, within
Franchisor’s principal Website, which is currently www.capriottis.com (“Franchisor’s Website”). The
term “Website” means an interactive electronic document contained in a network of computers linked by
communications software, commonly referred to as the Internet or World Wide Web, in¢luding, but not
limited to, any account, page, or other presence on a social or business networking media site, such as
Facebook, Twitter, Linkedin, and on-line blogs and forums (“Networking Media Sites™). Franchisor shall
have the right to require that Franchisee not have any Website other than the webpage(s), if any, made
available on Franchisor’s Website. However, if Franchisor approves a separate Website for Franchisee
(which Franchisor is not obligated to approve and which approval, if granted, may later be revoked by
Franchisor), then each of the following provisions shall apply:

(a) Franchisee specifically acknowledges and agrees that any Website
owned or maintained by or for the benefit of Franchisee shall be subject to Franchisor’s

prior review and approval;

(b) Any expenditures by Franchisee in connection with any Website shall
not count towards fulfilling Franchisee’s advertising obligations;
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(c) Before establishing any Website, Franchisee shall submit to Franchisor,
for Franchisor’s prior written approval, a sample of the proposed Website domain name,
format, visible content (including, without limitation, proposed screen shots), and non-
visible content (including, without limitation, meta tags) in the form and manner
Franchisor may reasonably require;

(d) If approved, Franchisee shall not subsequently modify such Website
without Franchisor’s prior written approval as to such proposed modification;

(e) Franchisee shall comply with the standards and specifications for
Websites that Franchisor may periodically describe in the Manual or otherwise in writing;

60 If required by Franchisor, Franchisee shall establish such hyperlinks to
Franchisor’s Website and other Websites as Franchisor may request in writing; and

(g) Franchisee shall not (unless such activities are protected under applicable
law) make any posting or other contribution to a Networking Media Site relating to
Franchisor, the System, the Marks or the Franchised Restaurant that (i) is derogatory,
disparaging or critical of Franchisor, (ii) is offensive, inflammatory or indecent, (iii)
harms the goodwill and public image of the System and/or the Marks or (iv) violates
Franchisor’s policies relating to the use of Networking Media Sites.

Franchisee shall, to the extent allowed by applicable law, take such steps as are necessary
to ensure that its employees do not violate Franchisor’s policies relating to the use of Networking Media
Sites, including, but not limited to, prohibiting employees from posting any information relating to
Franchisor, the System, the Marks or the Franchised Restaurants on any Networking Media Site that is
inconsistent with such policies.

5.11  Franchisee shall not, without Franchisor's prior written approval (which
Franchisor may grant or deny as it deems best), use the Marks or any abbreviation or other name
associated with Franchisor and/or the System as part of any e-mail address, domain name and/or other
identification of Franchisee in any electronic medium. Franchisee agrees not to transmit or cause any
other party to transmit advertisements or solicitations by e-mail or other electronic media without first
obtaining Franchisor’s written consent as to: (i) the content of such e-mail advertisements or solicitations;
and (ii) Franchisee’s plan for transmitting such advertisements. In addition to any other provision of this
Agreement, Franchisee shall be solely responsible for compliance with all laws pertaining to e-mails,
including, but not limited to, the U.8. Controlling the Assault of Non-Solicited Pornography and
Marketing Act of 2003 (known as the “CAN-SPAM Act of 2003”).

6. Restrictive Covenant. Franchisee acknowledges that Franchisor has granted Franchisee
the rights under this Agreement in consideration of and reliance upon Franchisee's and its owners’
agreement to deal exclusively with Franchisor with respect to the products and services CAPRIOTTI’S
Restaurants offer. Franchisee therefore agrees that, during this Agreement’s term, neither Franchisee, its
owners, nor any members of Franchisee’s or its owners’ Immediate Families (defined below) will:

(a) have any direct or indirect, controlling or non-controlling interest as an
owner—whether of record, beneficial, or otherwise-—in a Competitive Business (defined
below), wherever located or operating, provided that this restriction will not prohibit
ownership of shares of a class of securities that are publicly-traded on a United States
stock exchange representing less than three percent (3%) of the number of shares of that
class of securities issued and outstanding;
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(b) perform services as a director, officer, manager, employee, consultant,
representative, or agent for a Competitive Business, wherever located or operating;

(©) directly or indirectly loan any money or other thing of value, or
guarantee any other person’s loan, to any Competitive Business or any owner, director,
officer, manager, employee, or agent of any Competitive Business, wherever located or
operating; or

(d) divert or attempt to divert any actual or potential business of the
Franchised Restaurant to a Competitive Business.

The term “Immediate Family” includes the named individual, his or her spouse, and all children of the
named individual or his or her spouse. The term “Competitive Business,” as used in this Agreement,
means any business (a) offering for sale hot and cold submarine sandwiches and/or other deli-related
menu items (other than soft drinks) or (b) granting franchises or licenses to others to operate the type of
business described in clause (a), other than a CAPRIOTTI’S Restaurant operated under a franchise
agreement with Franchisor. Franchisee agrees to obtain similar reasonable covenants from its senior
personnel, including the Franchised Restaurant’s manager, officers, and directors. Franchisor has the right
to pre-approve the forms of agreements Franchisee uses solely to ensure that Franchisee adequately
protects trade secrets and confidential information and the competitiveness of CAPRIOTTI’S Restaurants.
Under no circumstances will Franchisor control the forms or terms of employment agreements Franchisee
uses with Franchised Restaurant employees or otherwise be responsible for Franchisee’s labor relations or
employment practices.

Upon Franchisor’s termination of this Agreement for any reason, Franchisee’s termination of this
Agreement without cause, or expiration of this Agreement (without the grant of a renewal franchise),
Franchisee and its owners agree that neither they nor any member of their Immediate Families will have
any direct or indirect, controlling or non-controlling interest as an owner, whether of record, beneficial, or
otherwise, or perform services as a director, officer, manager, employee, consultant, representative, or
agent, in any Competitive Business located or operating: (i) at the Franchised Restaurant’s site; or (ii)
within five (5) miles of the Franchised Restaurant’s site; or (iii) within three (3) miles of another
CAPRIOTTI’S Restaurant in operation or under construction on the later of the effective date of
termination or expiration or the date on which the restricted person begins to comply with this Section,
provided that this restriction does not prohibit ownership of shares of a class of securities publicly-traded
on a United States stock exchange representing less than three percent (3%) of the number of shares of
that class of securities issued and outstanding.

Franchisee, each owner, and their Immediate Families will each be bound by these competitive
restrictions for two (2) years beginning on the effective date of this Agreement’s termination or
expiration. However, if a restricted person does not begin to comply with these competitive restrictions
immediately, the two (2) year restrictive period for the non-compliant party will not start to run until the
date on which that party begins to comply with the competitive restrictions (whether or not due to the
entry of a court order enforcing this provision). The running of the two (2) year restrictive period for a
restricted person will be suspended whenever that restricted person breaches this Section and will resume
when that person resumes compliance. These restrictions also apply after transfers and other events, as
provided below. Franchisee (and its owners) expressly acknowledges that it (and they) possesses skills
and abilities of a general nature and has other opportunities for exploiting these skills. Consequently,
Franchisor’s enforcing the covenants made in this Section will not deprive Franchisee (and its owners) of
personal goodwill or the ability to earn a living.
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7. Obligations of Franchisor. Franchisor agrees:

7.1 To make available to Franchisee the benefit of its knowledge and experience in
the installation, commencement and operation of the System.

7.2 To make available to the Franchised Restaurant the benefit of its knowledge and
experience in: (i) selection and installation of equipment and furnishings; (ii) appropriate décor and
restaurant layout; (iii) purchase, location and installation of signs identified with the operation of the
Franchised Restaurant; and (iv) the System. Franchisee shall pay Franchisor a one-time nonrefundable
Development Services Fee (“Development Services Fee”) in the amount of SIX THOUSAND Dollars
($6,000.00) to be paid simultaneously with the execution of this Agreement for Franchisor’s assistance
with these matters.

7.3 To render advisory service regarding the operation of the Franchised Restaurant,
including handling products and services in accordance with the System and guidance on the operation of
the restaurant.

7.4 To provide quality control by conducting random, unannounced inspections of
the Franchised Restaurant to ensure quality of products and services.

7.5 To provide electronic access to the Manual after this Agreement has been signed.
If a paper copy is required, one (1) will be loaned to Franchisee for a non-refundable fee of one thousand
dollars ($1,000.00) and must be returned upon termination of the franchise relationship.

7.6 To provide up to two (2) weeks of supervision and assistance to Franchisee and
employees of the Franchised Restaurant around the opening of the Franchised Restaurant (“Pre-Opening
Event™).

7.7 To assist in the set-up of the accounting system to be utilized by the Franchised
Restaurant, as Franchisee is required to use Franchisor's chart of accounts.

7.8 To review monthly reports and other information of the Franchised Restaurant as
may be required by Franchisor.

7.9 To provide a list of approved supplies and approved suppliers to Franchisee.

In the event Franchisor is required to expend more than two (2) weeks of effort in
assisting Franchisee in opening the Franchised Restaurant (other than training and pre-opening events),
Franchisor reserves the right to invoice Franchisee for the additional time at Franchisor’s then-current rate
for additional training. All obligations of Franchisor under this Agreement are owed solely to Franchisee,
and no other party is entitled to rely on, enforce or obtain relief for breach of these obligations, either
directly or by subrogation.

If Franchisee fails to pay any sum due Franchisor on the date payment is due, or is
otherwise in default under any agreement between Franchisee and Franchisor, Franchisor may, at its sole
discretion, withhold any supervisory assistance or other services listed in this Section 7.

8. Obligations of Franchisee. Franchisee agrees:
8.1, To specifically follow the requirements and procedures set forth in the Manual
presently in effect and as may periodically be amended in Franchisor’s sole discretion.
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82 To hire a manager with full power and authority to control the daily operations of
Franchisee’s Franchised Restaurant. The manager, as with all Franchised Restaurant employees, shall be
subject to the control of Franchisee. Franchisee understands that such a manager insures an appropriate
set-up and institutes proper and adequate general business practices, product preparations, service by
employees, purchase of supplies and other appropriate standards or procedures to facilitate and assist in
the effective operation of the franchise.

83 To employ the methods of operation specified by Franchisor, the Manual and the
System to insure the highest quality food products and services are provided to the consuming public.
Franchisee understands there must be strict adherence, without variation, to the aforesaid method of
preparation and presentation of the products sold by Franchisee and to all other requisites and directions
set forth by the System now in effect and as modified by Franchisor periodically. Franchisee agrees to
comply with all standards, procedures, and requirements for responding to customer complaints,
including reimbursing Franchisor promptly if Franchisor resolves a customer complaint because
Franchisee fails to do so as or when required.

8.4 To comply with all requests of Franchisor with respect to the appearance and use
of the Marks licensed under this Agreement, including any requests to change the form or style or
discontinue using any of said Marks.

85 To take necessary measures to obtain all appropriate licenses, permits and
approvals to do business at the Approved Location before opening the Franchised Restaurant and shall
present evidence of the same to Franchisor upon obtaining these documents.

8.6 To spend at least thirty-thousand dollars ($30,000.00) towards the Shop Launch
Marketing Plan. Typically, this plan covers marketing activities over the first six (6) months of operation.
If Franchisee fails to establish to Franchisor’s satisfaction that it has spent this minimum amount,
including by sending Franchisor (upon its request) receipts for this sum, Franchisor may conduct the Shop
Launch Marketing Plan for Franchisee and spend the difference between the amount that Franchisee did
spend and thirty-thousand dollars ($30,000.00). Franchisee must repay Franchisor on demand the full
amounts that Franchisor spent for Franchisee’s Shop Launch Marketing Plan plus a management fee not
to exceed five thousand dollars ($5,000.00) for Franchisor’s oversight and execution of the Shop Launch
Marketing Plan.

8.7 To obtain required insurance coverage before opening the Franchised Restaurant
or upon signing the lease, whichever occurs first, from an insurer company with an A.M. Best’s Review
rating of not less than A-VII, and otherwise acceptable to Franchisor, to insure the premises and cover
business operations and product liability with the following minimum limits: Comprehensive General
Liability —bodily injury and property damage of $1,000,000 per occurrence and $2,000,000 aggregate;
Liquor Liability of $1,000,000 aggregate (if applicable); automobile liability for all owned, non-owned,
and rented vehicles used in operating the Franchised Restaurant of $1,000,000 Combined Single Limit
Liability (not included with the General Liability); Workers’ Compensation and Employer’s Liability of
$1,000,000 by accident, $1,000,000 by disease policy limit, and $1,000,000 by disease each accident;
Umbrella Liability of $1,000,000 in excess of all other liability policies; and Property Insurance for 100%
of the replacement cost of all furniture, fixtures, equipment, inventory, building (if applicable), and tenant
build out in the Franchised Restaurant. Furthermore, Franchisee must carry Employment Practices
Liability of at least $1,000,000 aggregate, including third party coverage and Wage & Hour Defense cost
of $100,000 naming Franchisor as Co-defendant; Cyber Liability of $1,000,000 for all data breaches,
identity thefts, phishing attacks, and social engineering and data response/crisis management expenses;
and Trade Name Restoration coverage of $500,000 per location to pay for Franchisee's lost profit from an
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actual or alleged contamination claim anywhere in the brand. Franchisor may at its option modify the
types and amounts of required coverage upon written notice to Franchisee. Franchisee must comply with
the modified requirements. The General Liability policy must name Franchisor as additional insured, and
the Employer’s Liability must name Franchisor as Alternate Employer. The policies must contain a
Waiver of Subrogation in Franchisor's favor, provide for statutory notice of cancellation to Franchisor,
and be primary and non-contributory to any insurance Franchisor maintains. Franchisee must deliver a
certificate of insurance, reflecting all required insurance coverage, to Franchisor upon signing its lease
and 10 days before each renewal. If Franchisee fails to provide Franchisor a certificate, Franchisor
reserves the right, but has no obligation, to place coverage on Franchisee's behalf for which Franchisee
must reimburse Franchisor, including any administration fee that might apply, immediately upon
notification from Franchisor.

8.8 To require all employees with access to Franchisor’s trade secrets or other
confidential or proprietary information to sign a non-disclosure Agreement. Franchisor has the right to
pre-approve the forms of non-disclosure agreements Franchisee uses solely to ensure that Franchisee
adequately protects trade secrets and other confidential and proprietary information and the
competitiveness of CAPRIOTTT’S Restaurants. Under no circumstances will Franchisor control the forms
or terms of employment agreements Franchisee uses with Franchised Restaurant employees or otherwise
be responsible for Franchisee’s labor relations or employment practices. Franchisee must keep copies of
non-disclosure agreements and send them to Franchisor upon request solely for Franchisor to confirm
Franchisee’s compliance with its confidentiality obligations.

8.9 To insure that the highest degree of quality and service is maintained. Franchisee
must operate the Franchised Restaurant in strict conformity with these methods, standards and
specifications as Franchisor may prescribe in the Manual or otherwise in writing. Franchisor must
approve any and all products and services used in the operation of the Franchised Restaurant and
suppliers from which products and services are purchased. Franchisee must use only approved suppliers
as Franchisee’s exclusive suppliers and service providers as required by Franchisor in the Manual, which
may include, but not be limited to, food suppliers and merchant card processors. For instance, Franchisee
must use the then-current merchant card service supplier. FRANCHISOR MAY, BUT IS NOT
REQUIRED TO, NEGOTIATE PURCHASE ARRANGEMENTS WITH SUPPLIERS. If
Franchisee proposes to purchase any products, equipment, forms, paper or other products used in the
Franchised Restaurant (that Franchisee is not required to purchase from Franchisor) from a manufacturer,
distributor, vendor or other supplier that Franchisor has not previously approved, Franchisee shall submit
to Franchisor a written request for the approval or shall request the supplier to do so itself. None of these
suppliers may be used by Franchisee without first obtaining Franchisor’s prior written approval.
Franchisor has the right to require, as a condition of its approval, that its representatives be permitted to
inspect the supplier’s facilities, and that the information, specifications and samples as Franchisor
reasonably designates be delivered to Franchisor and/or to an independent, certified laboratory designated
by Franchisor for testing before granting approval. A charge not to exceed the actual cost of the
inspection(s) and the actual cost of the test(s) shall be paid by Franchisee. Costs shall include all costs
incurred by Franchisor, including, but not limited to, Franchisor’s oversight and administrative charges.
Franchisor has the right to establish, periodically, the criteria used in evaluating alternative suppliers,
which criteria may include, but not be limited to, price, quality, purchasing requirements and the
economic impact on franchisees as a group from allowing Franchisee to purchase from alternative
suppliers. Franchisor reserves the right, at Franchisor’s option, to re-inspect the facilities and products of
any of these approved suppliers and to revoke its approval upon a supplier's failure to continue to meet
any of the foregoing criteria. Franchisor and its affiliates have the right (without liability) to consult with
Franchisee’s suppliers about the status of Franchisee’s account with them and to advise Franchisee’s
suppliers and others with whom Franchisee, Franchisor, Franchisor’s affiliates, and other franchisees deal
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that Franchisee is in default under any agreement with Franchisor or its affiliates (but only if Franchisor
has notified Franchisee of such default).

8.10  To maintain in sufficient supply and use at all times only those products,
materials, supplies and methods of service as conform to Franchisor’s standards and specifications and
must refrain from using nonconforming items or methods without Franchisor’s prior written consent.
Franchisee also must sell, distribute or deliver only those products that meet Franchisor’s standards of
quality and quantity and that have been expressly approved for sale in writing by Franchisor; must sell or
offer for sale all approved items; must refrain from any deviation from Franchisor’s standards and
specifications without Franchisor’s prior written consent; must discontinue selling and offering for sale
any items, products or services which Franchisor may, in its discretion, disapprove in writing at any time;
and must use only products bearing the approved Marks which meet the specifications of Franchisor.

8.11  To permit Franchisor or its agents to conduct unannounced inspections at any
reasonable time. Franchisee must permit Franchisor or its agents, at any reasonable time, to remove from
the Franchised Restaurant samples of items without payment for these items, in amounts reasonably
necessary for testing by Franchisor or an independent laboratory, to determine whether these samples
meet Franchisor’s then-current standards and specifications. In addition to any other remedies Franchisor
may have under the Franchise Agreement, Franchisor may require Franchisee to bear the cost of this
testing if the supplier of the item has not previously been approved by Franchisor or if the sample fails to
conform to Franchisor’s specifications. Franchisee grants Franchisor and its agents the right to enter the
Franchised Restaurant at any reasonable time to inspect, photograph or video the Franchised Restaurant,
equipment and operations in the Franchised Restaurant. Franchisee must cooperate with Franchisor’s
representatives in these inspections by rendering assistance as they may reasonably request. Upon
reasonable notice from Franchisor or its agents and without limiting Franchisor’s other rights under the
Franchise Agreement, Franchisee must take the steps necessary to correct immediately any deficiencies
detected during any inspection, including, without limitation, immediately desisting from the continued
use of any equipment, advertising materials, products or supplies that do not conform to Franchisor’s

then-current specitications, standards or requirements.

8.12  To allow Franchisor the ability to specify maximum, minimum, or other pricing
requirements for products and services the Franchised Restaurant offers and sells, including requirements
for promotions, special offers, and discounts in which some or all CAPRIOTTI’S Restaurants participate,
and price advertising policies, in each case to the maximum extent the law allows.

8.13  To purchase or lease and install, at Franchisee’s expense, all fixtures, furnishings,
signs and equipment that Franchisor may reasonably direct in the Manual or otherwise in writing,
including any that Franchisor may require in the future, such as security and video surveillance systems
and any enhancements, additions, substitutions, modifications and upgrades. Specifically, Franchisor may
require that Franchisee install and maintain systems that permit Franchisor to access and retrieve
electronically any other information stored in Franchisee's computer systems, including images and
information stored in Franchisee's security and video surveillance systems, at the times and in the manner
that Franchisor may specify periodically. Franchisee must refrain from installing or permitting to be
installed on or about the Franchised Restaurant premises, without Franchisor’s prior written consent, any
fixtures, furnishings, signs, equipment or other improvements not previously approved as meeting
Franchisor’s standards and specifications.

8.14  To submit to Franchisor, in the manner Franchisor directs, for its prior written

approval samples of all advertising and promotional plans and materials that Franchisee desires to use and _

which have not been prepared or previously approved by Franchisor. Franchisee must display the Marks
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in the manner required by Franchisor on all signs and other advertising and promotional materials used in
the Franchised Restaurant. All advertising and promotions by Franchisee in any manner or medium must
be conducted in a dignified manner and must conform to the standards and requirements specified by
Franchisor. In Franchisor’s discretion, Franchisor may, periodicaily, but shall not be required to, provide
Franchisee with advertising assistance. If Franchisee elects to do more advertising than the advertising
provided by Franchisor, if any, Franchisee shall be responsible for all costs of this advertising and
promotion. All of these advertisements, if any, must be approved by Franchisor in writing before use.

8.15  To not engage in any trade practice or other activity which is harmful to the
goodwill or reflects unfavorably on the reputation of Franchisor or the System and the products sold from
the Franchised Restaurant which constitutes deceptive practices, unfair competition or otherwise violates
any applicable laws. )

8.16 It is Franchisee’s responsibility to select Franchisee’s own location which must
be approved by Franchisor. Franchisor must approve the lease if Franchisee does not own the premises,
which approval shall not be unreasonably withheld. Before executing the lease, Franchisee shall remit to
Franchisor a copy of the proposed lease agreement with all amendments and addendum. The same
procedure shall be followed before executing any amendments or extensions of the lease agreement.
Franchisor will review and approve the lease to ensure it meets Franchisor’s specifications, including the
incorporation of Franchisor’s standard lease rider included in Exhibit 1 of Exhibit A. The terms of the
lease rider are hereby incorporated by reference. Franchisor’s review is not a replacement for a review by
Franchisee’s own attorney.

Even if Franchisor gives Franchisee information regarding a potential site or site criteria,
Franchisee acknowledges that Franchisor has made, and will make, no representations or warranties of
any kind, express or implied, about the site’s suitability for a CAPRIOTTI’S Restaurant or any other
purpose. Franchisor’s acceptance of a site indicates only that it believes the site meets or has the potential
to meet, or that Franchisor has waived, its then current criteria for site suitability. Applying criteria
appearing effective with other sites might not accurately reflect the potential of all sites, and demographic
or other factors included in or excluded from Franchisor’s criteria could change, altering a site’s potential.
The uncertainty and instability of these criteria are beyond Franchisor’s control, and Franchisor is not
responsible if a particular site fails to meet Franchisee’s expectations.

Franchisee acknowledges that any guidance or assistance Franchisor provides with
respect to the leasing process is not a guarantee or warranty, express or implied, of the Franchised
Restaurant’s success or profitability or of the suitability of the lease or sublease for Franchisee’s business
purposes.

8.17  To acquire and subscribe to NCR and a CAPRIOTTI'S-specific suite of services
at Franchisee’s expense and utilize the Aloha software package and Point of Sale System or another
system (“Information System”) approved by Franchisor in Franchisee’s Franchised Restaurant.
Franchisee agrees that Franchisor shall have the free and unfettered right to retrieve any data and
information from'Franchisee’s computers and Information System as Franchisor, in its sole discretion,
deems appropriate, including electronically polling the daily sales and other data of the Franchised
Restaurant (“Data Mining™). Franchisee agrees that the Data Mining to be conducted by Franchisor is
necessary for the successful operation of the System and Franchisee consents to the installation of any and
all software and/or hardware as may be necessary to facilitate the Data Mining.

Franchisor shall have the right to specify or require that certain brands, types and/or
models of communications, computer systems and hardware be used by Franchisee, including without
limitation: (i) back office and point-of-sale systems, data, audio and video systems for use at the
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Franchised Restaurant; (ii) printers and other peripheral hardware or devices; (iii) archival back-up
systems; (iv) Internet access mode and speed; and (v) physical, electronic and other security systems
(collectively, the “Computer System”).

Franchisor shall have the right, but not the obligation, to develop or have developed for it,
or to designate: (i) computer software programs that Franchisee must use in connection with the
Computer System (the “Required Software™), which Franchisee shall install at its expense; (ii) updates,
supplements, modifications or enhancements to the Required Software, which Franchisee shall install at
its expense; (iii) the tangible media upon which Franchisee shall record data; and (iv) the database file

structure of the Computer System.

Franchisee shall purchase from Franchisor or its affiliate the Computer System and, if
applicable, the Required Software. Franchisor shall have the right at any time to remotely retrieve and use
such data and information from Franchisee’s Computer System or Required Software that Franchisor
deems necessary or desirable. Franchisee expressly agrees to strictly comply with Franchisor’s standards
and specifications for all items associated with Franchisee’s Computer System and any Required
Software in accordance with Franchisor’s standards and specifications. Franchise agrees, at its own
expense, to keep the Computer System in good maintenance and repair and install such additions,
changes, modifications, substitutions and/or replacements to the Computer System or Required Software
as Franchisor directs from time to time in writing. Franchisor may require Franchisee to purchase from
Franchisor or an affiliate an annual support package at Franchisor’s or the affiliate’s then-current prices
for such support services. Franchisee agrees that its compliance with this Section shall be at Franchisee’s

sole cost and expense.

Franchisee and Franchisor acknowledge and agree that changes to technology are
dynamic and not predictable within the term of this Agreement. In order to provide for inevitable but
unpredictable changes to technological needs and opportunities, Franchisee agrees that Franchisor shall
have the right to establish, in writing, reasonable new standards for the implementation of technology in
the System; and Franchisee agrees that it shall abide by those reasonable new standards established by
Franchisor as if this Agreement were periodically revised by Franchisor for that purpose.

8.18  That Franchisee will, within nine (9) months from the date of written notice from
Franchisor, remodel or re-equip the Franchised Restaurant in accordance with the specifications provided
by Franchisor. This remodeling and re-equipping may include replacing worn out, obsolete or dated
equipment, fixtures, furnishings and signs; structural modifications; redecorating; or purchasing more
efficient or improved equipment. Franchisor may require Franchisee to perform remodeling and to
purchase equipment at those times as Franchisor, in Franchisor’s sole discretion, deems necessary and
reasonable; provided, that Franchisor may not require any remodeling requiring an expenditure in excess
of ten thousand dollars ($10,000.00) during the first two (2) years of the Term or fifty thousand dollars
($50,000.00) in any five (5) year period, provided, however, that these limitations do not apply in
connection with Franchisee's acquisition of a successor franchise. As provided in Section 2 above,
Franchisor may require Franchisee, as a condition of acquiring a successor franchise, to remodel and
upgrade the Franchised Restaurant and otherwise bring the Franchised Restaurant into full compliance
with then applicable specifications and standards for new CAPRIOTTI’S Restaurants before this
Agreement expires (regardless of cost). FRANCHISEE ACKNOWLEDGES THAT EQUIPMENT,
ALTERATIONS AND RENOVATIONS REQUIRED BY FRANCHISOR MAY INVOLVE
SUBSTANTIAL ADDITIONAL INVESTMENT BY FRANCHISEE DURING THE TERM OF THIS

AGREEMENT.
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8.19  That if the Franchised Restaurant has not previously opened for business,
Franchisor will train Franchisee in its operation before opening by providing a training program. At least
two people must complete the training program (either Franchisee and its general manager or
Franchisee’s Director of Operations and another employee) without charge. If Franchisee would like
additional employees to attend the training program at the same time as Franchisee, Franchisor in its
discretion may agree to provide this additional training at the fee determined by Franchisor. The training
program is a blended learning training program including internet-based, classroom and on-site training at
an approved training restaurant. Each training program may include instruction on sales techniques,
products orientation, accounting procedures, ordering and inventory controls, food preparation and
operations management. The training shall be provided at Franchisor’s headquarters or designated
location(s) and shall also include uncompensated on-the-job training at an approved training restaurant.
Franchisee must obtain, at Franchisee’s expense, access to a computer and high-speed Internet connection
to access the online training portal. The training may be presented in installments and Franchisee will be
required to attend all installments. Franchisor shall bear the direct training costs and expenses of the
training (for instructors, manuals, classrooms) and Franchisee shall bear and pay all indirect training costs
and expenses, such as any salary expenses of its employees and all expenses of travel, lodging, meals and
other living expenses that Franchisee and its designee(s) incur in attending the training program, which
shall be borne and paid by Franchisee. Failure by Franchisee and/or Franchisee’s other required attendees
to successfully graduate from training shall be grounds for termination of this Agreement. Cheating will
also be grounds for immediate termination.

In addition, Franchisor has the right to require Franchisee’s managerial personnel to
participate in, and complete successfully, an extensive onsite training program at the Franchised
Restaurant for up to six (6) weeks after the Franchised Restaurant has opened for business. Franchisor
may charge Franchisee Ten Thousand Dollars ($10,000) for such training, and Franchisee must pay this
amount on demand.

8.20 To attend and participate in the Annual Franchise Convention and Regional
Meetings. Attendance at such convention and meetings shall be at Franchisee’s sole expense; provided,
however, that attendance will not be required at more than two (2) such programs in a calendar year and
shall not collectively exceed six (6) business days in duration in any calendar year (not including travel
time).

8.21  That each month during the Initial Term, Franchisee shall make the following
contributions and expenditures for marketing and advertising:

'

(a) Marketing Fund

Q) Franchisee shall contribute to the National Marketing Fund
(“Marketing Fund”) an amount that Franchisor designates
periodically which amount shall not exceed three percent (3%)
of the Gross Sales of the Franchised Restaurant for the period.
Franchisor shall establish and maintain a bank account for the
purpose of administering the Marketing Fund, as described in
this Agreement. Franchisee shall make contributions to the
Marketing Fund as set out in this Section 8.21. Franchisor has
the sole discretion to settle or forgive any accrued and unpaid
Marketing Fund contributions owed by any franchisee.

(i) Franchisee agrees and acknowledges that contributions to the
Marketing Fund are intended to increase recognition of the
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(iii)

(iv)

v)

(vi)

Marks and to further the public image and acceptance of the
System and that Franchisor does not undertake any obligation to
ensure that expenditures from the Marketing Fund are
proportionate or equivalent to contributions to the Marketing
Fund by Franchised Restaurants operating in the geographic area
or that Franchisee or the Franchised Restaurant will benefit
directly or in proportion to its contribution to the Marketing
Fund. Neither Franchisor nor any of Franchisor’s respective
officers, directors, agents or employees, shall be liable to
Franchisee with respect to the maintenance, direction or
administration of the Marketing Fund, including the handling of
contributions, expenditures, investments or borrowing, except
for acts constituting willful misconduct.

Franchisor shall make contributions to the Marketing Fund for
each CAPRIOTTI'S Restaurant that Franchisor or its affiliate

owns.

While Franchisee is in compliance with Section 8.21, Franchisee
will be furnished with advertising materials which were
produced with expenditures from the Marketing Fund for
distribution to franchisees of the System on the same terms and
conditions as the materials are furnished to other franchisees.

Franchisee shall make its contribution to the Marketing Fund on
the date and in the manner designated by Franchisor, inciuding
bank drafting. Contributions to the Marketing Fund may be used
to defray expenses of Franchisor only to the extent of the
administrative costs and overhead that Franchisor may
reasonably incur in administering the Marketing Fund.

The Marketing Fund, all contributions to it and any earnings on
those contributions shall be used exclusively to meet all costs of
maintaining, administering or directing and preparing
promotional and/or advertising activities. Franchisor has the sole
discretion over how and where the Marketing Fund contributions
are spent to promote, enhance or further the growth of the
System, including, without limitation, promotional marketing
and advertising expenses, hiring marketing, public relations and
advertising agencies and in-house personnel to assist in
developing the System’s materials, branding and average unit
volumes, expenses associated with listings in telephone books,
subsidies of premiere/marquis restaurants designed to garner
media attention and promote the brand name, travel expenses in
connection with promotions and marketing meetings, training,
development of trademarks and trademarked materials,
production of circulars, media, advertisements, coupons and
promotional materials (including point of purchase materials)
and for any other use Franchisor determines. Additionally,
Franchisor can use the Marketing Fund to pay for expenses
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(vii)

(viii)

(ix)

incurred in developing and maintaining the non-franchise sales
portion of Franchisor’s website. All sums paid by Franchisee
into the Marketing Fund shall be maintained in an account
separate from the other monies of Franchisor and shall not be
used to defray any of Franchisor’s expenses, except for the
reasonable administrative costs and overhead, if any, as
Franchisor may incur in activities reasonably related to the
administration or direction of the Marketing Fund and promotion
and advertising programs for franchisees and the System,
including, among other things, the cost of personnel for creating
and implementing advertising, promotional and marketing
programs. The Marketing Fund and its earnings shall not
otherwise inure to the benefit of Franchisor.

It is anticipated that all contributions to and earnings from the
Marketing Fund shall be expended for promotional and/or
advertising purposes during the taxable year in which the
contributions and earnings are received. If, however, Franchisor
determines that funds should be retained and accumulated for
major advertising purchases or any other reason, then funds may
be held beyond the year of receipt. Generally, if excess amounts
remain in the Marketing Fund at the end of the taxable year, all
expenditures for the following taxable year(s) shall be made first
out of accumulated earnings from the previous year, next out of
earnings in the current year and finally from contributions.

The Marketing Fund is not and shall not be an asset of
Franchisor or its designate. A statement of the operation of the
Marketing Fund as shown on the books of the Marketing Fund
shall be prepared annually and shall be made available to
Franchisee. Upon request, Franchisor shall make available for
inspection by Franchisee the books and records of the Marketing
Fund. At Franchisor’s option, Franchisor can create a separate
entity to be the recipient of Franchisee’s Marketing Fund
contributions and Franchisee agrees, upon Franchisor’s request,
to tender Marketing Fund payments to said entity.

The Marketing Fund is not a trust fund. Franchisor shall have no
fiduciary duty to Franchisee in connection with the collection or
use of the Marketing Fund monies or any aspect of the operation
of the Marketing Fund.

Regional Cooperative Advertising. Franchisee agrees that Franchisor

shall have the right, in Franchisor’s sole discretion, to periodically designate a
geographical area in which the Franchised Restaurant is located for the purpose of
establishing an advertising cooperative (the “Cooperative™). If a Cooperative has been
established at the time Franchisee commences operations hereunder, Franchisee shall
immediately become a member of the Cooperative. If a Cooperative is established at any
later time during the Initial Term, Franchisee shall become a member of the Cooperative
no later than thirty (30) days after the date on which the Cooperative commences
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operation. In no event shall the Franchised Restaurant be required to contribute to more
than one (1) Cooperative. The following provisions shall apply to each Cooperative:
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(i)

(iif)

(iv)

9

v

(vii)

Each Cooperative shall be organized and governed in a form and
manner, and shall commence operation on a date, approved in
advance by Franchisor in writing;

Each Cooperative shall be organized for the purposes of
producing and conducting general advertising programs and
activities for use in and around the applicable geographic area
and developing standardized promotional materials for use by
the members;

Franchisor-owned and affiliate-owned restaurants shall make
contributions to each Cooperative of which it is a member on the
same basis as required of comparable franchisees within the
System;

No advertising programs or materials may be used by the
Cooperative or furnished to its members and no advertising or
promotional activities may be conducted by the Cooperative,
without the prior written approval of Franchisor. All of these
programs, materials and planned activities shall be submitted to
Franchisor for approval in accordance with the procedure set
forth in this Agreement governing advertising approval;

Each cooperative shall have the right to require its members to
make contributions to the Cooperative in amounts determined by
the governing body of the Cooperative provided the maximum
contribution shall be two percent (2%) of Gross Sales.
Franchisor reserves the right to impose a flat-fee contribution, in
lieu of a percentage of Gross Sales, which flat fee will not
exceed two percent (2%) of Gross Sales;

Franchisee shall make its contributions to the Cooperative on the
date and in the manner designated by the Cooperative.
Franchisee shall also submit statements and reports as may be
designed by the Cooperative. The Cooperative shall submit to
Franchisor statements and reports as Franchisor may designate;

Franchisor, in Franchisor’s sole discretion, may, upon written
request of a franchisee stating reasons supporting the request,
grant to any franchisee an exemption from the requirement of
membership in a Cooperative. This exemption may be for any
length of time and may apply to one (1) or more Franchised
Restaurants owned by the franchisee. If an exemption is granted,
a franchisee may be required to expend on local advertising the
full amount that would otherwise be payable to the Cooperative.
Franchisor, in Franchisor’s sole discretion, may also exempt one
(1) or more Franchised Restaurants owned or controlled by

18




Franchisor from the requirement of membership in a Cooperative
for those periods as Franchisor deems appropriate; and

(viiil) The Cooperative is not a trust fund. Franchisor shall have no
fiduciary duty to Franchisee in connection with the collection or
use of the Cooperative monies or any aspect of the operation of
the Cooperative.

9. Examination of Financial and Business Records. Franchisor shall have the right, upon
twenty four (24) hours’ notice:

9.1 to examine all financial and business records of Franchisee, including, but not
limited to, invoices, deposits, withdrawals, bank statements, proofs of purchases and sales, cash register
tapes and any other documents, data and/or records relating to the financial affairs or business operations
of Franchisee (but excluding aspects relating to labor relations and employment practices); and

9.2 to have an independent audit made of the books of the Franchised Restaurant.

(a) If an inspection should reveal that any payments have been understated
in any report to Franchisor, then Franchisee shall immediately pay to Franchisor the
amount understated upon demand, in addition to the late fee and interest on this amount
from the date this amount was due until paid, at the rate which is five percent (5%) above
the Prime Rate published in the Wall Street Journal on the date payment was due, or the
maximum rate permitted by law, whichever is less, calculated on a daily basis.

)] If an inspection discloses an understatement in any payment of three
percent (3%) or more, Franchisee shall, in addition, reimburse Franchisor for any and all
costs and expenses connected with the inspection (including travel, lodging, wage
expenses and reasonable accounting and legal costs).

(©) Franchisor has the right to terminate this Agreement upon discovery of
three (3) of these discrepancies in a twenty four (24) month period.

(d) If an inspection discloses an understatement in any payment of ten
percent (10%) or more, it shall constitute grounds for immediate termination of this
Agreement, described in Section 10 hereof. The foregoing remedies shall be in addition
to any other remedies Franchisor may have.

10. Termination.

10.1  Termination Without Right to Cure. Franchisee shall be in default and
Franchisor may, at its option, terminate this Agreement and all rights granted in this Agreement, without
affording Franchisee any opportunity to cure the default, effective upon the earlier of receipt of notice of
termination by Franchisee or five (5) days after dispatch of this notice by Franchisor, in accordance with
Section 31, upon the occurrence of any of the following events:

(a) Franchisee at any time ceases to operate or otherwise abandons the
Franchised Restaurant or forfeits the right.to do or transact business in the jurisdiction
where the Franchised Restaurant is located or loses the right to possession to the Premises
for a period of fourteen (14) or more days; provided, however, that if any loss of
possession results from the governmental exercise of the power of eminent domain, or if,
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through no fault of Franchisee the Approved Location is damaged or destroyed, then
Franchisee shall have forty five (45) days after either of these events in which to apply
for Franchisor’s approval to relocate or reconstruct the premises (which approval shall
not be unreasonably withheld), provided, Franchisee shall either relocate or commence
and diligently pursue reconstruction of the Franchised Restaurant within sixty (60) days

after the event;

(b) Franchisee or any person or entity owning more than twenty percent
(20%) of Franchisee is proven to have engaged in fraudulent conduct, or is convicted of,
or pleads guilty or no contest to a felony or a crime involving moral turpitude, or any
other crime or offense, or is the subject of adverse publicity or media attention, that is
reasonably likely to have an adverse effect on the System, the Marks or the reputation or
goodwill associated therewith; provided, that if the act or conviction involves an owner of
Franchisee, Franchisor will not terminate this Agreement if Franchisee notifies
Franchisor promptly after it learns of the event constituting the default, and within fifteen
(15) days of the date of the notice, either the person or entity that committed the wrongful
act divests his or its entire interest in Franchisee, or Franchisee obtains Franchisor’s

consent for the owner to maintain his or Franchisee’s ownership interest;

©) An approved transfer is not effected within ninety (90) days of the death
or incapacity of Franchisee or the death, incapacity or dissolution of any owner of an

interest in Franchisee;

(d) Franchisee is given three (3) or more notices of being in default under
any of the terms or requirements of this Agreement within any twenty four (24) month
period, whether or not the defaults are timely cured after notice;

(e) Franchisee knowingly or intentionally maintains false books or records
or submits any false records, statement or report to Franchisor;

® Franchisee, by act or omission, materially impairs the value of, or the
goodwill associated with any of the Marks or the System;

(2) Franchisee, whether knowingly or unknowingly, underpays the required
royalties by ten percent (10%) or more in a payment period;

(h) Franchisee violates any employment laws, including taking, withholding,
misdirecting or appropriating for Franchisee’s own use any funds from Franchisee’s
employees’ wages for employees’ taxes, FICA, insurance or benefits;

(i) Franchisee loses or is denied any federal, state or local license Franchisee
must possess to operate the Franchised Restaurant;

) Franchisee fails to open Franchisee’s Franchised Restaurant within
twelve (12) months after the effective date of this Agreement; provided, Franchisor has
not agreed in writing to an extension, which extensions shall be granted by Franchisor in

Franchisor’s complete discretion;

(k) Franchisee’s lease for the premises of the Franchised Restaurant is
terminated or not renewed; or
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Section 10.1, Fr

1)) (i) Franchisee makes a general assignment for the benefit of creditors or
a petition in bankruptcy is filed by Franchisee; (ii) a petition in bankruptcy is filed against
and not opposed by Franchisee; (iii) Franchisee is adjudicated as bankrupt or insolvent;
(iv) a bill in equity or other proceeding is filed for the appointment of a receiver or other
custodian for Franchisee’s business or assets if filed and consented to by Franchisee; (v) a
receiver or other custodian (permanent or temporary) of Franchisee’s assets or property,
or any part thereof, is appointed by any court of competent jurisdiction; (vi) a proceeding
for a composition with creditors under any state or federal law should be instituted by or
against Franchisee; (vii) a final judgment remains unsatisfied or of record for thirty (30)
days or longer (unless an appeal or supersedeas bond is filed); (viii) Franchisee is
dissolved; (ix) any portion of Franchisee’s interest in the Franchised Restaurant becomes
subject to an attachment, garnishment, levy or seizure by any creditor or any other person
claiming against or in the rights of Franchisee; (x) any execution is levied against
Franchisee’s business or property; or (xi) the real or personal property of Franchisee’s
Franchised Restaurant shall be sold after levy thereupon by any sheriff, marshal or
constable.

10.2  Termination with Right to Cure. Except for those defaults provided for under
anchisee shall be in default hereunder for any failure to maintain or comply with any of

the terms, covenants, specifications, standards, procedures or requirements imposed by this Agreement or

in any Manual,

policy and procedure statement or other written document provided by Franchisor or to

carry out the terms of this Agreement in good faith. For these defaults, Franchisor will provide Franchisee
with written notice and five (5) days to cure or, if a default cannot reasonably be cured within five (5)

days, to initiate
Franchisor with
the five (5) day
may, at its opti
include, without

INITIALS

within that time substantial and continuing action to cure the default and to provide
evidence of these actions. If the defaults specified in these notices are not cured within
period, or if substantial and continuing action to cure has not been initiated, Franchisor
on, terminate this Agreement upon written notice to Franchisee. These defaults shall
limitation, the occurrence of any of the following events:

(a) Franchisee fails to construct, remodel or to commence operating the
Franchised Restaurant in accordance with this Agreement;

(b) Franchisee fails, refuses or neglects to promptly pay any monies owing
to Franchisor, its affiliates or the Marketing Fund when due or to submit the financial or
other information required under this Agreement;

©) Any person or entity owning five percent (5%) or more of Franchisee
makes a transfer of this interest in violation of this Agreement; provided, however, that
Franchisee’s right to cure this default shall be conditioned upon Franchisee immediately
notifying Franchisor of the improper transfer and taking all actions necessary to either: (i)
obtain Franchisor’s approval thereof; or (ii) if approval is not desired or the transfer or
transferee is not approved by Franchisor, to re-acquire the interest so transferred;

(d) A threat or danger to public health or safety results from the
construction, maintenance or operation of the Franchised Restaurant;

(e) Franchisee misuses or makes any unauthorized use of the System or the
Marks;
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® Franchisee, by act or omission in connection with the operation of the
Franchised Restaurant, permits a continued violation of any law, ordinance, rule or
regulation of a governmental body;

(2) Franchisee is found liable by any judicial, administrative or arbitral body
for violation of any federal, state or local laws barring discrimination on the basis of race,
sex, national origin, age or sexual orientation or found liable for any common law civil
claim the facts of which are grounded in allegations of discrimination on the basis of
race, sex, national origin, age or sexual orientation;

(h) Franchisee fails to pay any vendors to the System (other than Franchisor
and its affiliates) any amounts due for Franchisee’s purchases from them and does not
correct the failure within thirty (30) days after delivery of written notice of that failure to
Franchisee, unless (i) Franchisee is in good faith contesting its liability for those amounts,
(ii) Franchisee notifies Franchisor in writing of the reason for the non-payment, and (iii)
Franchisor agrees that Franchisee has a legitimate reason for the non-payment; or

(i) Any other event of default not specifically enumerated above or in
Section 10.1.

10.3 Relief in_Equity. Franchisee agrees that neither termination of this Agreement,
nor an action at law, nor both, would be an adequate remedy for a breach or default by Franchisee or by
any other persons bound by this Agreement, in the performance of any obligation relating to Franchisor’s
Marks or indicia, the trade secrets revealed to Franchisee in confidence based on this Agreement or the
obligations of Franchisee and the other persons upon and after termination of this Agreement. The parties
therefore agree that in the event of any of these breaches or defaults, in addition to all other remedies
provided elsewhere in this Agreement or by law, Franchisor shall be entitled to relief in equity from a
judge or arbitrator, at its option (including a temporary restraining order, temporary or preliminary
injunction and permanent mandatory or prohibitory injunction) to restrain the continuation of any such
breach or default, to close the Franchised Restaurant, to remove the Marks from the business premises or

to compel compliance with such provisions of this Agreement.

10.4  Termination by Franchisee. Franchisce may terminate this Agreement if
Franchisor commits a material breach of any of its obligations under this Agreement and fails to correct
that breach within thirty (30) days after Franchisee delivers written notice to Franchisor of the breach;
provided, however, if Franchisor cannot reasonably correct the breach within these thirty (30) days but
gives Franchisee, within the thirty (30) days, evidence of Franchisor’s effort to correct the breach within a
reasonable time period, then the cure period will run through the end of that reasonable time period.
Franchisee’s termination of this Agreement other than according to this Section 10.4 will be deemed a

termination without cause and Franchisee’s breach of this Agreement.

11. Rights Upoh Termination or_Expiration. Upon termination or expiration of this
Agreement, all rights granted hereunder to Franchisee shall terminate and revert to Franchisor, and
Franchisee shall have the following obligations with respect to the Franchised Restaurant franchised

under this Agreement:

11.1  Franchisee shall immediately cease to operate the Franchised Restaurant, and
will not directly or indirectly, represent to the public or hold itself out as a CAPRIOTTI’S SANDWICH

SHOP franchisee with respect to such business.
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11.2  Franchisee shall immediately and permanently cease to use, in any manner all
confidential information, methods, procedures and techniques used by or associated with the System, the
Marks and distinctive forms, slogans, signs, symbols, logos and devices associated with the System.

11.3  Franchisee shall immediately return to Franchisor any property held or used by
Franchisee which is owned by Franchisor and shall cease to use, and shall either destroy or convey to
Franchisor, all signs, advertising materials, displays, stationary, forms and any other materials that bear or
display the Marks.

11.4  Franchisee shall take such actions as may be necessary to cancel any assumed
name or similar registration which contains the Mark “CAPRIOTTI’S” or any other Marks of Franchisor
and Franchisee shall furnish Franchisor with evidence satisfactory to Franchisor of compliance with its
obligation within thirty (30) days after termination or expiration of this Agreement.

11.5  Franchisee shall, if Franchisor so requests, assign to Franchisor any interest
which Franchisee has in any lease for the Approved Location. In the event Franchisor does not elect to
exercise its option to acquire any lease for the Approved Location, and unless otherwise directed by
Franchisor, Franchisee shall, within ten (10) days after termination or expiration of this Agreement, make
such modifications and alterations to the Approved Location as may be necessary to distinguish the
appearance of the Approved Location from that of other Franchised Restaurants and shall make such
specific additional changes to it as Franchisor may reasonably request.

11.6  Franchisee shall promptly pay all sums owed to Franchisor. Such sums shall
include all damages, costs and expenses, including reasonable attorneys’ fees, incurred by Franchisor as a
result of the default and termination. Any outstanding obligations to Franchisor shall give rise to and
remain, until paid in full, a lien in favor of Franchisor against any and all of the personal property,
furnishings, equipment, signs, fixtures and inventory owned by Franchisee located on the Premises on the
date this Agreement is terminated.

11.7  Franchisee shall pay to Franchisor all damages, costs and expenses including
reasonable attorneys’ fees, incurred by Franchisor subsequent to the termination or expiration of this
Agreement in obtaining injunctive or other relief for the enforcement of any term, covenant or provision
of this Agreement.

11.8  Franchisee shall immediately deliver to Franchisor all manuals, policy and
procedure statements, instructions and other materials related to operating the Franchised Restaurant,
including brochures, charts and any other materials provided by Franchisor and all copies thereof and
shall neither retain nor convey to another any copy or record of any of the foregoing,

11.9  Franchisor shall have the option, to be exercised within forty five (45) days of
termination, to assume Franchisee’s assumed name or equivalent registration and business licenses,
telephone numbers, white and yellow pages telephone directory listings and advertisements (whether in
print or part of an Internet directory) and e-mail addresses and/or Internet domain names which contain
the Marks and Franchisee shall sign all documents necessary to permit Franchisor to assume Franchisee’s
rights in such items. If Franchisor elects not to exercise this option, Franchisee shall take all action
necessary to cancel each of the items listed above and shall furnish Franchisor with evidence satisfactory
to prove its compliance within fifteen (15) days after receiving notice of Franchisor’s termination or
expiration of this Agreement and the expiration of the option granted in this Agreement. In the event
Franchisee fails to timely do so, Franchisor shall have the right, for which purpose Franchisee hereby
appoints Franchisor as its attorney-in-fact, to obtain such cancellation on Franchisee’s behalf and at
Franchisee’s expense.
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11.10  Franchisee shall comply with the covenants contained in this Agreement,
including the covenants not to compete and the covenants not to use or disclose trade secrets or
confidential information.

11.11 Except in the case of a renewal, upon termination or expiration of this Agreement
for any reason, Franchisor shall have the option to purchase the Franchised Restaurant, or any portion of
the assets of the Franchised Restaurant (including any furniture, fixtures, equipment and improvements),
which may include, at Franchisor’s option, all of Franchisee’s leasehold interest in and to the real estate
upon which the Franchised Restaurant is located, but not including any other interest in real property. The
purchase price for the assets to be transferred will be determined as follows: Franchisor and Franchisee
shall each deliver to each other their respective determinations of the value of the equipment and non-
perishable inventory and then an appraiser shall be mutually selected by the parties to determine which
value most closely approximates the fair market value. The valuation selected by the appraiser shall
constitute the purchase price under this Section. The purchase price shall not include any value for tenant
improvements, franchise agreement or goodwill. In the event the parties cannot mutually agree on an
appraiser within ten (10) days of Franchisor delivering Franchisor’s valuation to Franchisee, each party
shall select an appraiser who each shall mutually agree upon an appraiser to act as the appraiser, which
shall occur within ten (10) days of Franchisor delivering Franchisor’s valuation to Franchisee. The
purchase price determined in this Agreement shall be adjusted by setting off and reducing the purchase
price by an amount then owing by Franchisee to Franchisor or its affiliates, including any amounts paid
by Franchisor to cure Franchisee’s defaults with third parties such as landlords (the decision to cure
amounts to be the sole decisions of Franchisor). The following additional terms shall apply to
Franchisor’s exercise of this option:

(a) Franchisor’s option will be exercisable by providing Franchisee with
written notice of Franchisor’s intention to exercise the option no later than thirty (30)
days following the effective date of termination, in the case of termination (unless
Franchisee terminates without notice or Franchisee terminates for cause, in which case
Franchisor shall have thirty (30) days after receipt of actual notice of the termination or
such additional time as is reasonably necessary given the circumstances), or at least thirty
(30) days before the expiration of the Initial Term, in circumstances where no renewal is
granted;

(b) Franchisor and Franchisee agree that the terms and conditions of this
right and option to purchase may be recorded, if deemed appropriate by Franchisor, in the
real property records, and Franchisor and Franchisee further agree to sign such additional
documentation as may be necessary to effectuate such recording; and

(c) The closing on the purchase will take place no later than sixty (60) days
after delivery to Franchisee of Franchisor’s valuation of Franchisee’s business.
Franchisor has the unrestricted right to assign this option to purchase at any time to a
third party, who then will have the rights described in this Section. Franchisor will pay in
full the purchase price at the closing or, at Franchisor’s option, in twenty-four (24) equal
monthly installments, with interest at the rate equal to the prime lending rate as of the
closing at Franchisor’s primary bank. Franchisee must sign all documents of transfer
reasonably necessary for purchase of the Franchised Restaurant by Franchisor or the third
party assignee, which documents shall include all customary representations and
warranties from Franchisee as to ownership and condition of, and title to, the assets of the
Franchised Restaurant being transferred. All assets must be transferred free and clear of
all liens and encumbrances, with all sales and transfer taxes paid by Franchisee.
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11.12  Franchisee agrees that it shall be obligated to operate the Franchised Restaurant
according to this Agreement’s terms, during the period in which Franchisor or the third party assignee is
deciding whether to exercise its option to purchase and until the closing takes place and that a condition to
closing is that the Franchised Restaurant has remained open during that time period. Franchisor or the
third party assignee may decide not to exercise its option to purchase at any time before closing if it
determines that any of the conditions noted above have not been or cannot be satisfied. In the event that
Franchisor or a third party assignee does not exercise its right to repurchase the Franchised Restaurant as
described above, Franchisee shall be free, after such termination or expiration, to keep or sell to any third
party all of the physical assets of Franchisee’s Franchised Restaurant; provided, however, that all Marks
are removed in a manner approved in writing by Franchisor, all amounts owing to Franchisor have been
paid in full and operation of the restaurant post-sale will not violate the restrictive covenant provisions in
Section 6 above.

12. Transfer Process.

12.1  Transfer by Franchisor. Franchisor may change its ownership or form and/or
assign this Agreement and any other agreement to a third party without restriction. After Franchisor
assigns this Agreement to a third party who expressly assumes this Agreement’s obligations, Franchisor
no longer will have any performance or other obligations under this Agreement. That assignment will
constitute a release and novation with respect to this Agreement, and the new owner-assignee will be
liable to Franchisee as if it had been an original party to this Agreement. Specifically and without limiting
the foregoing, Franchisee agrees that Franchisor may sell its assets (including this Agreement), the Marks,
or the System to a third party; offer its ownership interests privately or publicly; merge, acquire other
business entities, or be acquired by another business entity; and/or undertake a refinancing,
recapitalization, leveraged buyout, or other economic or financial restructuring.

12.2  Transfer by Franchisee and Definition of Transfer. Franchisee acknowledges
that the rights and duties this Agreement creates are personal to Franchisee and its owners and Franchisor
has granted Franchisee the rights under this Agreement in reliance upon Franchisor’s perceptions of
Franchisee’s (or its owners’) individual or collective character, skill, aptitude, attitude, business ability,
and financial capacity. Accordingly, neither: (i) this Agreement or any interest in this Agreement; (ii) the
Franchised Restaurant or any right to receive all or a portion of the profits, losses, or capital appreciation
relating to the Franchised Restaurant; (iii) all or substantially all of the Franchised Restaurant’s operating
assets; (iv) any ownership interest in Franchisee (if Franchisee is an entity); nor (v) a controlling
ownership interest in an entity with an ownership interest in Franchisee, may be transferred without
Franchisor’s prior written approval. A transfer of the Franchised Restaurant’s ownership, possession, or
control, all or substantially all of its operating assets, or the lease for the premises of the Franchised
Restaurant may be made only with the concurrent transfer (to the same proposed transferee) of the
franchise rights (with the transferee assuming this Agreement or signing Franchisor’s then current form of
franchise agreement and related documents, as Franchisor may require). Franchisee may not transfer the
lease or any of such other assets separate and apart from the franchise rights. Any transfer without
Franchisor’s prior written approval is a breach of this Agreement and has no effect, meaning Franchisee
(and its owners) will continue to be obligated to Franchisor for all Franchisee’s obligations under this
Agreement.

In this Agreement, the term “transfer” includes a voluntary, involuntary, direct, or indirect
assignment, sale, gift, or other disposition, including the following events:
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(a) transfer of record or beneficial ownership of stock or any other
ownership interest or the right to receive (directly or indirectly) all or a portion of the
profits, losses, or any capital appreciation relating to the Franchised Restaurant;

(b) a merger, consolidation, or exchange of ownership interests, issuance of
additional ownership interests or securities representing or potentially representing
ownership interests, or a redemption of ownership interests;

(c) any sale or exchange of voting interests or securities convertible to
voting interests, or any management or other agreement granting the right (directly or
indirectly) to exercise or control the exercise of any owner’s voting rights or to control
Franchisee’s (or an entity with an ownership interest in Franchisee) or the Franchised
Restaurant’s operations or affairs;

(d) transfer in a divorce, insolvency, or entity dissolution proceeding or
otherwise by operation of law;

(e) transfer by will, declaration of or transfer in trust, or under the laws of
intestate succession; or

® the grant of a mortgage, charge, pledge, collateral assignment, lien or
security, or other interest in this Agreement, the Franchised Restaurant, or an ownership
interest in Franchisee (or in an entity with an ownership interest in Franchisee); (b)
foreclosure upon or attachment or seizure of the Franchised Restaurant, any of its
operating assets, or any interest in Franchisee (or an entity with an ownership interest in
Franchisee); or (¢) Franchisee’s transfer, surrender, or loss of the Franchised Restaurant’s
possession, control, or management.

In the case of the lease of the premises for the Franchised Restaurant, a prohibited disposition by
Franchisee (or its affiliate) of the lease is deemed to include and encompass any act of the Franchisee (or
its affiliate) as a result of which Franchisee (or its affiliate) relinquishes the right to possess the premises,
including a proposed lease assignment, sublet of the premises, sale or other conveyance of possessory
rights to the premises (whether or not with a formal lease assignment or sublet), or negotiated termination
of the lease with the landlord or other event that enables another party to take over possession of the
premises other than for the operation of a CAPRIOTTI’S Restaurant. For the avoidance of doubt,
Franchisor and Franchisee agree that their intent is to prohibit any action by Franchisee as a result of
which the premises of the Franchised Restaurant no longer is used for the operation of a CAPRIOTTT’S
Restaurant by a party dcceptable to Franchisor under a binding franchise agreement with Franchisor.

Franchisee acknowledges that its violation of the provisions above regarding a lease disposition
would result in immediate and irreparable injury to Franchisor for which no adequate remedy at law will
be available because of the uniqueness and distinctiveness of the particular location for a CAPRIOTTI’S
Restaurant in the market area, the potential exclusion of the CAPRIOTTI’S Restaurant brand from that
market area, and the adverse impact on the goodwill of the CAPRIOTTI’S brand resulting from the
cessation of operation of the Franchised Restaurant at the premises. Accordingly, Franchisee hereby
acknowledges Franchisor’s right to seek an injunction, waives bond, and agrees not to contest any
application by Franchisor for such an injunction to prohibit any actual or threatened conduct by
Franchisee in violation of the lease disposition restrictions. Further, Franchisee expressly agrees that the
existence of any claims it may have against Franchisor, whether or not arising from this Agreement, will
not constitute a defense to the enforcement by Franchisor of Franchisee’s lease disposition covenants.
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12.3 Conditions for Approval of Transfer. If Franchisee (and its owners) is in full

compliance with this Agreement, then, subject to this Section 12.3’s other provisions:

INITIALS

(2) Franchisor will approve the transfer of a non-controlling ownership
interest in Franchisee if the proposed transferee and its owners are of good moral
character, have no interest in and do not perform services for (and have no affiliates with
an interest in or performing services for) a Competitive Business, otherwise meet
Franchisor’s then applicable standards for non-controlling owners of CAPRIOTTI’S
Restaurant franchisees, and sign Franchisor’s then current form of Franchise Guaranty
Agreement. References to a “controlling ownership interest” in Franchisee or one of its
owners (if an entity) mean the percent of voting shares or other voting rights resulting
from dividing one hundred percent (100%) of the ownership interests by the number of
owners. In the case of a proposed transfer of an ownership interest in Franchisee or one
of its owners, whether a “controlling ownership interest” is involved must be determined
both immediately before and immediately after the proposed transfer to see if a
“controlling ownership interest” will be transferred (because of the number of owners
before the proposed transfer) or will be deemed to have been transferred (because of the
number of owners after the proposed transfer).

(b) If the proposed transfer is of the franchise rights granted by this
Agreement or a controlling ownership interest in Franchisee or in an entity owning a
controlling ownership interest in Franchisee, or is one of a series of transfers (regardless
of the timeframe over which these transfers take place) in the aggregate transferring the
franchise rights granted by this Agreement or a controlling ownership interest in
Franchisee or in an entity owning a controlling ownership interest in Franchisee, then
Franchisor will not unreasonably withhold its approval if all of the following mandatory
conditions are met (provided, however, there may be no such transfer until after the
Franchised Restaurant has opened for business):

(i) (a) the transferee has the necessary business experience, aptitude,
and financial resources to operate the Franchised Restaurant, (b)
the transferee otherwise is qualified under Franchisor's then-
existing standards for the approval of new franchisees or of
existing franchisees interested in acquiring additional franchises
(including the transferee and its affiliates are in substantial
operational compliance, at the time of the application, under all
other franchise agreements for CAPRIOTTI'S restaurants to
which they then are parties with Franchisor), and (¢) the
transferee and its owners are not restricted by another agreement
(whether or not with Franchisor) from purchasing the Franchised
Restaurant or the ownership interest in Franchisee or the entity
that owns a controlling ownership interest in Franchisee;

(i) Franchisee has paid all amounts owed to Franchisor and its
affiliates, has submitted all required reports and statements, and
is not in breach of any provision of this Agreement or another
agreement with Franchisor or its affiliates relating to the
Franchised Restaurant;
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(iii)

(iv)

™)

(v)

(vii)

(viii)

(ix)

neither the transferee nor any of its direct or indirect owners (if
the transferee is an entity) or affiliates operates, has an
ownership interest in, or performs services for a Competitive
Business;

the transferee (or its owner) and its management personnel, if
different from Franchisee’s management personnel, satisfactorily
complete Franchisor’s then current initial training program;

the transferee has the right to occupy the Franchised Restaurant’s
site for the expected franchise term;

the transferee and each of its owners (if the transfer is of the
franchise rights granted by this Agreement), or Franchisee and
its owners (if the transfer is of a controlling ownership interest in
Franchisee or in an entity owning a controlling ownership
interest in Franchise), if Franchisor so requires, signs
Franchisor’s then current form of franchise agreement and
related documents (including a Franchise Guaranty Agreement),
any and all of the provisions of which, including the Royalty Fee
and Marketing Fund contributions, may differ materially from
any and all of those contained in this Agreement, provided,
however, the term of the new franchise agreement signed will
equal this Agreement’s unexpired term. However, if the
transferee has the right to maintain possession of the Franchised
Restaurant for no less than an additional ten (10) years following
the transfer’s proposed effective date, Franchisor may (but has
no obligation to) grant the transferee a full ten (10) year term
under the new franchise agreement signed if the transferee
commits to repair and/or replace operating assets and upgrade
the Franchised Restaurant in accordance with Franchisor’s then
current requirements and specifications for new CAPRIOTTI’S
Restaurants within the timeframe Franchisor specifies following
the transfer’s effective date;

Franchisee or the transferee pays Franchisor a transfer fee equal
to the greater of Ten Thousand Dollars ($10,000) or five percent
(5%) of the sales price (but not to exceed Twenty Thousand
Dollars ($20,000));

the transferee agrees to repair and/or replace operating assets and
upgrade the Franchised Restaurant in accordance with
Franchisor’s then current requirements and specifications for
new CAPRIOTTI’S Restaurants within the timeframe Franchisor
specifies following the transfer’s effective date;

Franchisee (and its transferring owners) signs a general release,
in a form satisfactory to Franchisor, of any and all claims against
Franchisor and its affiliates and their respective owners, officers,
directors, employees, representatives, agents, successors, and
assigns;
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(x) Franchisor has determined that the purchase price, payment
terms, and required financing will not adversely affect the
transferee’s operation of the Franchised Restaurant;

(xi) if Franchisee or its owners finance any part of the purchase price,
they agree that the transferee’s obligations under promissory
notes, agreements, or security interests reserved in the operating
assets or ownership interests in Franchisee are subordinate to the
transferee’s (and its owners’) obligation to pay Royalty Fees,
Marketing Fund contributions, and other amounts due to
Franchisor and its affiliates and otherwise to comply with this
Agreement;

(xii)  Franchisee and its transferring owners (and members of their
Immediate Families) agree, for two (2) years beginning on the
transfer’s effective date, not to engage in any activity proscribed
in Section 6 above; and

(xiii)  Franchisee and its transferring owners will not directly or
indirectly at any time afterward or in any manner: (i) identify
themselves in any business as a current or former CAPRIOTTI’S
Restaurant or as one of Franchisor’s franchisees; (ii) use any
Mark, any colorable imitation of a Mark, any trademark, service
mark, or commercial symbol that is confusingly similar to any
Mark, or other indicia of a CAPRIOTTI’S Restaurant for any
purpose; or (iii) utilize for any purpose any trade dress, trade
name, trademark, service mark, or other commercial symbol
suggesting or indicating a connection or association with
Franchisor.

Franchisee acknowledges that Franchisor has legitimate reasons to evaluate the
qualifications of potential transferees and to analyze and critique the terms of their purchase
contracts with Franchisee and that Franchisor’s contact with potential transferees to protect
Franchisor’s business interests will not constitute improper or unlawful conduct. Franchisee
expressly authorizes Franchisor to investigate any potential transferee’s qualifications, to analyze
and critique the proposed purchase terms, to communicate candidly and truthfully with the
transferee regarding Franchisee’s operation of the Franchised Restaurant, and to withhold
consent, as long as its decision is not unreasonable, even if the conditions in clauses (i) through
(xiii) above are satisfied. Franchisee waives any claim that Franchisor’s decision to withhold
approval of a proposed transfer in order to protect its business interests—if that decision was
reasonable despite satisfaction of the conditions in clauses (i) through (xiii) above—constitutes
tortious interference with contractual or business relationships. Franchisor may review all
information regarding the Franchised Restaurant that Franchisee gives the proposed transferee,
correct any information Franchisor believes is inaccurate, and give the proposed transferee copies
of any reports Franchisee has given Franchisor or Franchisor has made regarding the Franchised
Restaurant.

Notwithstanding anything to the contrary in this Section 12 or elsewhere in this
Agreement, Franchisor need not consider a proposed transfer of a controlling or non-controlling
ownership interest in Franchisee, or a proposed transfer of this Agreement, until Franchisee (or an
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owner) and the proposed transferee first send Franchisor a copy of a bona fide offer to purchase
or otherwise acquire the particular interest from Franchisee (or its owner). For an offer to be
considered “bona fide,” it must include a copy of all proposed agreements between Franchisee (or
its owner) and the proposed transferee related to the sale, assignment, or transfer.

12.4  Transfer to an Entity. Notwithstanding Sections 12.2 and 12.3 above, if
Franchisee is in full compliance with this Agreement, Franchisee may transfer this Agreement, together
with all assets associated with the Franchised Restaurant, to a corporation or limited liability company
conducting no business other than the Franchised Restaurant and, if applicable, other CAPRIOTTT’S
Restaurants and of which Franchisee owns and controls one hundred percent (100%) of the equity and
voting power of all issued and outstanding ownership interests, provided that all Franchised Restaurant
assets are owned, and the Franchised Restaurant is operated, only by that single entity. The entity must
expressly assume all of Franchisee’s obligations under this Agreement, but Franchisee will remain
personally liable under this Agreement as if the transfer to the entity did not occur. Transfers of
ownership interests in that entity are subject to the restrictions in Sections 12.2 and 12.3.

12.5  Effect of Consent to Transfer. Franchisor’s consent to any transfer is not a
representation of the fairness of any contract terms between Franchisee (or the owner) and the transferee,
a guarantee of the Franchised Restaurant’s or transferee’s prospects of success, or a waiver of any claims
Franchisor has against Franchisee (or its owners) or of Franchisor’s right to demand full compliance with
this Agreement.

13. Transfers to Franchisee’s Family Upon Death. Upon the death or permanent disability
of Franchisee (or an individual controlling Franchisee), the personal representative of such person shall
transfer Franchisee’s interest in this Agreement or such interest in Franchisee to an approved third party.
Such disposition of this Agreement or such interest (including transfer by bequest or inheritance) shall be
completed within a reasonable time, not to exceed ninety (90) days from the date of death or permanent
disability (unless extended by probate proceedings) and shall be subject to all terms and conditions
applicable to transfers as provided in this Agreement; provided, however, that for purposes of this
Section, there shall be no transfer fee charged by Franchisor. Failure to transfer the interest within said
period of time shall constitute a breach of this Agreement. The term “permanent disability” shall mean a
mental or physical disability, impairment or condition that is reasonably expected to prevent or actually
does prevent Franchisee (or an owner controlling Franchisee) from supervising the management and
operation of the Franchised Restaurant for a period of ninety (90) days from the onset of such disability,
impairment or condition. In any event, the Franchised Restaurant must at all times be managed, at the
expense of Franchisee, by a designated manager who has completed all of Franchisor’s training
requirements.

14. Franchisor’s Right of First Refusal. If Franchisee, any of its owners, or the owner of a
controlling ownership interest in an entity with an ownership interest in Franchisee at any time determines
to sell or transfer for consideration the franchise rights granted by this Agreement and the Franchised
Restaurant (or all or substantially all of its operating assets), a controlling ownership interest in
Franchisee, or a controlling ownership interest in an entity with a controlling ownership interest in
Franchisee (except to or among Franchisee’s current owners or in a transfer pursuant to Section 13, which
are not subject to this Section 14), Franchisee agrees to obtain from a responsible and fully-disclosed
buyer, and send Franchisor, a true and complete copy of a bona fide, executed written offer (which, as
noted in Section 12.3 above, may be required to include a copy of all proposed agreements related to the
sale or transfer) relating exclusively to the rights granted by this Agreement and the Franchised
Restaurant, the controlling ownership interest in Franchisee, or the controlling ownership interest in the
entity with a controlling ownership interest in Franchisee. The offer must include details of the proposed
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sale’s payment terms and the financing sources and terms of the proposed purchase price and provide for
an earnest money deposit of at least five percent (5%) of the proposed purchase price. To be a valid, bona
fide offer, the proposed purchase price must be a fixed dollar amount, without any contingent payments of
purchase price (such as earn-out payments), and the proposed transaction must relate exclusively to an
interest in the rights granted by this Agreement and the Franchised Restaurant (or all or substantially all
of its operating assets), a controlling ownership interest in Franchisee, or a controlling ownership interest
in the entity with a controlling ownership interest in Franchisee. It may not relate to any other interests or
assets. Franchisor may require Franchisee (or its owners) to send Franchisor copies of any materials or
information Franchisee sends to the proposed buyer or transferee regarding the possible transaction.

Franchisor may, by written notice delivered to Franchisee within thirty (30) days after Franchisor
receives both an exact copy of the offer and all other information Franchisor requests, elect to purchase
the interest offered for the price and on the terms and conditions contained in the offer, provided that:
(i) Franchisor may substitute cash for any form of payment proposed in the offer; (ii) Franchisor’s credit
will be deemed equal to the credit of any proposed buyer; (iii) the closing will be not less than thirty (30)
days after Franchisor notifies Franchisee of Franchisor’s election to purchase or, if later, the closing date
proposed in the offer; (iv) Franchisee and its owners must sign the general release described in Section
12.3 above; and (v) Franchisor must receive, and Franchisee and its owners agree to make, all customary
representations, warranties, and indemnities given by the seller of the assets of a business or ownership
interests in a legal entity, as applicable, including representations and warranties regarding ownership and
condition of, and title to, assets and (if applicable) ownership interests; Franchisee’s and its owners’
authorization to sell, as applicable, any ownership interests or assets without violating any law, contract,
or requirement of notice or consent; liens and encumbrances on ownership interests and assets; validity of
contracts and liabilities, contingent or otherwise, relating to the assets or ownership interests being
purchased; and indemnities for all actions, events, and conditions that existed or occurred in connection
with the Franchised Restaurant before the closing of Franchisor’s purchase.

Once Franchisee or its owners submit the offer and related information to Franchisor triggering
the start of the thirty (30) day decision-period referenced above, the offer is irrevocable for that thirty (30)
day period. This means Franchisor has the full thirty (30) days to decide whether to exercise the right of
first refusal and may choose to do so even if Franchisee or its owners change its or their mind during that
period and prefer after all not to sell the particular interest that is the subject of the offer. Franchisee and
its owners may not withdraw or revoke the offer for any reason during the thirty (30) days, and Franchisor
may exercise the right to purchase the particular interest in accordance with this Section’s terms.

If Franchisor exercises its right of first refusal and closes the transaction, Franchisee and its
transferring owners agree that, for two (2) years beginning on the closing date, they (and members of their
Immediate Families) will be bound by the non-competition covenants contained in Section 6.

If Franchisor does not exercise its right of first refusal, Franchisee or its owners may complete the
sale to the proposed buyer on the original offer’s terms, but only if Franchisor approves the transfer in
accordance with, and Franchisee (and its owners) and the transferee comply with the conditions in,
Sections 12.2 and 12.3 above. This means that, even if Franchisor does not exercise its right of first
refusal (whether or not it is properly triggered as provided above), if the proposed transfer otherwise
would not be allowed under Sections 12.2 and 12.3 above, Franchisee (or its owners) may not move
forward with the transfer at all. If Franchisee or its owners do not complete the sale to the proposed buyer
within sixty (60) days after Franchisor notifies Franchisee that Franchisor does not intend to exercise its
right of first refusal, or if there is a material change in the sale’s terms (which Franchisee agrees to tell
Franchisor promptly), Franchisor will have an additional right of first refusal during the thirty (30) days
following either expiration of the sixty (60) day period or Franchisor’s receipt of notice of the material
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change(s) in the sale’s terms, either on the terms originally offered or the modified terms, at Franchisor’s
option. Franchisor has the unrestricted right to assign this right of first refusal to a third party (including
an affiliate), who then will have the rights described in this Section.

15. Assumption of Management. Franchisor has the right (but not the obligation), under
the circumstances described below, to enter the Franchised Restaurant and assume the Franchised
Restaurant’s management, or to appoint a third party to assume its management, for any time period it
deems appropriate. If Franchisor, or a third party, assumes the Franchised Restaurant’s management;
Franchisee must pay Franchisor (in addition to the Royalty Fee and Marketing Fund contributions) three
percent (3%) of the Franchised Restaurant’s Gross Sales, plus Franchisor’s (or the third party’s) direct
out-of-pocket costs and expenses, during this time. If Franchisor (or a third party) assumes the Franchised
Restaurant’s management, Franchisee acknowledges that Franchisor (or the third party) will have a duty
to utilize only reasonable efforts and will not be liable to Franchisee or its owners for any debts, losses or
obligations the Franchised Restaurant incurs, or to any of Franchisee’s creditors for any supplies or
services the Franchised Restaurant purchases, while Franchisor (or the third party) manages it.

Franchisor (or the third party) may assume the Franchised Restaurant’s management, at
Franchisee’s expense, under the following circumstances:

15.1 if Franchisee abandons the Franchised Restaurant;

15.2  if Franchisor receives more than five (5) complaints by customers regarding
Franchisee in a twelve (12) month period; or

15.3  if Franchisee fails to comply with any provisions of this Agreement and does not
cure the failure within the time period Franchisor specifies in its notice to Franchisee.

The exercise of Franchisor’s rights under Subsections 15.1 or 15.2 will not affect Franchisor’s
right to terminate this Agreement.

16. Determination of Fair Market Value. For the purpose of exercising certain rights to
purchase described in this Agreement, fair market value shall be mutually determined by the corporate
accountant for Franchisor and the corporate accountant for Franchisee. In the event of a disagreement, the
aforesaid accountants shall appoint an independent accountant that has not provided services to either
Franchisee or Franchisor for three (3) years before such appointment whose determination shall be
binding. In the further event that within thirty (30) days after attempting to choose an independent
accountant, the two parties’ accountants are unable to agree on a third independent accountant, then each
party’s accountant shall identify an independent accounting firm, and a firm will be randomly selected
from those identified by flipping a coin. The selected accounting firm shall evaluate fair market value,

and its determination shall be binding.

17. Franchisee Information. Franchisee shall furnish to Franchisor the names, addresses
and telephone numbers of all shareholders, members, partners, executive officers, members of the Board
of Directors and managers, as the case may be, to be included in the Franchise Agreement Summary
Pages before opening the Franchised Restaurant. In the event that Franchisee is an entity, before or
simultaneous with the date of execution of this Agreement, Franchisee shall provide Franchisor with
appropriate minutes and/or resolutions of Franchisee setting forth authority of Franchisee to enter into this
Agreement and the acceptance of all of the terms and conditions set forth in this Agreement.

18. Damages for Breach. In the event Franchisee breaches any of the obligations set forth
in this Agreement or permits any default to continue after due notice, it shall be liable for all damages
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resulting therefrom, as well as Franchisor’s attorneys’ fees, costs of litigation and any other damages or
remedies determined as appropriate by an arbitrator or, where applicable, court of competent jurisdiction.
These damages are to be deemed cumulative and in addition to any other rights or remedies to which
Franchisor may be entitled. EXCEPT FOR CLAIMS FRANCHISOR HAS FOR VIOLATIONS OF
ITS INTELLECTUAL PROPERTY RIGHTS, FRANCHISOR AND FRANCHISEE (AND
FRANCHISEE’S OWNERS AND GUARANTORS, IF APPLICABLE), HEREBY WAIVE TO
THE FULLEST EXTENT PERMITTED BY LAW, ANY RIGHT TO OR CLAIM FOR ANY
PUNITIVE OR EXEMPLARY DAMAGES AGAINST THE OTHER AND AGREE THAT IN
THE EVENT OF A DISPUTE BETWEEN FRANCHISOR AND FRANCHISEE EACH SHALL
BE LIMITED SOLELY TO THE RECOVERY OF ANY ACTUAL DAMAGES SUSTAINED BY
THE NON-BREACHING PARTY.

19. Entire Agreement. This Agreement shall supersede all prior agreements,
representations, warranties and understandings between the parties, except that nothing in this Agreement
is intended to disclaim any representations made in the Franchise Disclosure Document. Any
modification or waiver of any other of the provisions of this Agreement shall be effective only if made in
writing and signed with the same formality as this Agreement. The rights and interest of Franchisee under
this Agreement are and shall remain personal to Franchisee.

20. Severability. In the event any one (1) or more of the sections or clauses contained in this
Agreement shall, for any reason, be held to be invalid, illegal or unenforceable in any respect, such
invalidity, illegality or unenforceability shall not affect any other provision thereof, and this Agreement
shall be construed as though such invalid, illegal or unenforceable provision had never been contained in
this Agreement and there shall be deemed substituted such other provision as will most nearly accomplish
the intent of the parties if permitted by applicable law.

21. Governing Law. This Agreement is a Nevada contract and is to be interpreted and
construed in accordance with the laws of the State of Nevada, without regard to its conflict of laws rules,
except that any Nevada law regulating the offer or sale of franchises, business opportunities, or similar
interests, or governing the relationship between a franchisor and a franchisee or any similar relationship,
will not apply unless its jurisdictional requirements are met independently without reference to this
Section.

22. Survival. This Agreement shall survive the death of the parties and the death of the
heirs, executors and/or assigns, personal representatives and successors-in-interests of the parties.

23. Legal Counsel. Each party acknowledges that it has either received independent legal
advice before signing this Agreement or has been advised of its rights to have the same and has elected
not to retain an aftorney. Each of the parties further declares that it has signed this Agreement freely and
voluntarily.

24. Cooperation. The parties agree to sign any and all documents, papers or other writings
that are necessary to give full force and effect to this Agreement.

25. Effect of Waiver. The failure of either party to insist upon strict performance of any
other provisions of this Agreement shall not be construed as a waiver of any subsequent default of the
same or similar nature,

26. Arbitration of Disputes. The parties agree that, if any disputes cannot be resolved
directly between Franchisee and Franchisor, any action arising out of or relating to this Agreement, the
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making, performance or interpretation of this Agreement, or the relationship between the parties shall be
resolved, except as elsewhere expressly provided in this Agreement, by binding arbitration, on demand of
either party, in accordance with the Federal Arbitration Act under the Commercial Arbitration Rules then
prevailing of the American Arbitration Association, including, without limitation, the Optional Rules for
Emergency Measures of Protection (“AAA”), and not under any state arbitration laws. All proceedings
during the arbitration that require the parties’ physical presence will be conducted at a suitable location
the arbitrator chooses that is within ten (10) miles of where Franchisor has its principal business address
when the arbitration demand is filed. The arbitrator will have no authority to select a different hearing
locale other than as described in the prior sentence. Judgment on the arbitration award may be entered in
any court of competent jurisdiction. Franchisee and Franchisor agree that arbitration shall be conducted
on an individual basis, and may not be conducted on a class-wide, joint, or consolidated basis. The
Federal Arbitration Act shall apply to all arbitration questions. Any award by the arbitrator(s) shall be
final, binding and non-appealable, except for errors of law. Unless the parties agree in writing at the time
an arbitration proceeding is commenced to the identity of a single arbitrator, each party shall select one
(1) arbitrator and the two (2) arbitrators selected shall select a third arbitrator. The third arbitrator selected
shall serve as the sole arbitrator in the matter and shall have at least ten (10) years of experience in
practicing franchise law as being their primary area of practice and their decision shall be binding.
Franchisee understands that by agreeing to arbitrate it gives up jury and appeal and other rights it might
have in court. Franchisee knowingly and voluntarily waives any right to litigate any dispute relating to
this Agreement (except as otherwise provided in this Agreement). Franchisee further knowingly and
voluntarily waives any right to arbitrate any dispute relating to this Agreement outside of ten (10) miles of
where Franchisor has its principal business address when the arbitration demand is filed.

With understanding of the provisions of the above paragraph, Franchisee agrees that Franchisor,
at its option, will have the right to seek preliminary injunctive relief from a court of competent
jurisdiction to restrain any conduct by Franchisee in the development or operation of the Franchised
Restaurant that could materially damage the goodwill associated with the Marks, provided that if
Franchisee counters by initiating AAA arbitration in the required forum, Franchisor agrees to arbitrate the
entire dispute from that point on, except preliminary injunctive relief (and permanent injunctive relief
also, if Franchisee will not agree that the preliminary injunction shall remain effective indefinitely until
the arbitrator shall dissolve it), leaving the court action pending, if it chooses, to facilitate enforcement.
Franchisee agrees Franchisor will not be required to post a bond to obtain any injunctive relief with
respect to use of the Marks or use of Franchisor’s trade secrets, including, but not limited to, recipes
and/or food preparation techniques.

FRANCHISOR AND FRANCHISEE (AND FRANCHISEE’'S OWNERS AND
GUARANTORS) IRREVOCABLY WAIVE THE RIGHT TO TRIAL BY JURY AND THE
RIGHT TO PARTICIPATE IN ANY CLASS ACTION, WHETHER AT LAW OR IN EQUITY,
BROUGHT BY FRANCHISOR AND/OR FRANCHISEE. FRANCHISOR AND FRANCHISEE
(AND FRANCHISEE’S OWNERS AND GUARANTORS) ACKNOWLEDGE THAT THEY
MAKE THIS WAIVER KNOWINGLY, VOLUNTARILY, WITHOUT DURESS, AND ONLY
AFTER CONSIDERING THIS WAIVER’S RAMIFICATIONS.

27. Consent to Jurisdiction. Subject to the arbitration obligations in Section 26, Franchisee
and its owners agree that all judicial actions brought by Franchisor against Franchisee or its owners, or by
Franchisee or its owners against Franchisor, its affiliates, or their respective owners, officers, directors,
agents, or employees, must be brought exclusively in the state or federal court of general jurisdiction
located closest to where Franchisor has its principal business address when the action is commenced.
Franchisee and each of its owners irrevocably submit to the jurisdiction of such courts and waive any
objection they might have to either jurisdiction or venue. Despite the foregoing, Franchisor may bring an
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action seeking a temporary restraining order or temporary or preliminary injunctive relief, or to enforce an
arbitration award, in any federal or state court in the state in which Franchisee resides or the Franchised
Restaurant is located.

28. Limitations on Recovery. Franchisee agrees that the only person or entity from which it
may seek damages or any remedy for any dispute arising under this Agreement, including the breach of
this Agreement, is the Franchisor, its successors or assigns. Franchisee agrees that it will not name
Franchisor’s shareholders, directors, officers, employees or agents in any arbitration or legal action.
Franchisee acknowledges that Franchisor has relied on Franchisee’s agreement to the provisions of this
Section 28 in signing this Agreement.

29. Indemnification. As used in this Section, the phrase “Losses and Expenses” shall
include, all losses, compensatory, exemplary or punitive damages, fines, charges, costs, lost profits,
attorneys’ fees, accountants’ fees, expert witness fees, expenses, court costs, settlement amounts,
judgments, compensation for damages to 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, public notices and other
such amounts incurred in connection with the matters described.

29.1  Franchisor shall not be liable by reason of any act or omission of Franchisee in
its conduct of the operation of its Franchised Restaurant or for any claim, cause of action or judgment
arising therefrom against Franchisee or Franchisor. Franchisee agrees to hold harmless, defend and
indemnify Franchisor and its officers, directors, agents and employees ("Indemnitees™) from and against
any and all losses, expenses, judgments, claims, attorneys’ fees and damages arising out of or in
connection with any claim or cause of action in which Franchisor shall be a named defendant and which
arises, directly or indirectly, out of the operation of, or in connection with, the Franchised Restaurant or
Franchisee's activities under this Agreement, other than a claim resulting directly from Franchisor’s gross
negligence.

Franchisee shall promptly pay to Franchisor an amount equal to all taxes levied or assessed,
including unemployment taxes, sales taxes, use taxes, withholding taxes, excise taxes, personal property
taxes, intangible property taxes, gross receipt taxes, taxes on royalties or any similar taxes or levies,
imposed upon or required to be collected or paid by Franchisor or Franchisor’s affiliates by reason of the
furnishing of products, intangible property (including trademarks and trade names) or services by
Franchisor to Franchisee through the sale, license or lease of property or property rights provided by this
Agreement.

29.2  Franchisee shall promptly notify Franchisor of any action, suit, proceeding,
claim, demand, inquiry or investigation as described in Section 29.1. If Franchisor is or may be named as
a party in any such action, Franchisor may elect (but under no circumstances will be obligated) to
undertake the defense and/or settlement thereof. No such undertaking by Franchisor shall, in any manner
or form, diminish Franchisee’s obligation to indemnify Franchisor and to hold Franchisor harmless.

29.3  With respect to any action, suit, proceeding, claim, demand, inquiry or
investigation, Franchisor may, at any time and without notice, in order to protect persons or property or
the reputation or goodwill of Franchisor or others, order, consent or agree to any settlement or take any
remedial or corrective action as Franchisor deems expedient, if, in Franchisor’s sole judgment, there are
reasonable grounds to believe that:
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(a) any of the acts or circumstances enumerated in Section 29.1 have
occurred; or

(b) any act, error or omission of Franchisee may result directly or indirectly
in damage, injury or harm to any person or any property.

29.4  All losses and expenses incurred under this Section 29 shall be chargeable to and
paid by Franchisee based on its obligations of indemnity hereunder, regardless of any actions, activity or
defense undertaken by Franchisor or the subsequent success or failure of such actions, activity or defense.

29.5  Under no circumstances shall the Indemnities be required or obligated to seek
recovery from third parties or otherwise mitigate their losses to maintain a claim against Franchisee.
Franchisee agrees that the failure to pursue such recovery or mitigate loss will in no way reduce the
amounts recoverable by the Indemnitees from Franchisee.

29.6  The Indemnitees assume no liability whatsoever for any acts, errors or omissions
of any persons with whom Franchisee may contract, regardless of the purpose. Franchisee shall hold
harmless and indemnify the Indemnitees and each of them for all losses and expenses that may arise out
of any acts, errors or omissions of such third parties with whom Franchisee may contract.

30. Set-off Rights. At all times, Franchisor may set off any amounts Franchisee or its
owners owe Franchisor or its affiliates against any amounts that Franchisor or its affiliates owe
Franchisee or its owners, whether in connection with this Agreement or otherwise. Franchisor and its
affiliates have no obligation to pay Franchisee or its owners any monies until Franchisor’s and its
affiliates’ set-off rights have been fully quantified.

31. Notices. All acceptances, approvals, requests, notices, and reports required or permitted
under this Agreement will not be effective unless in writing and delivered to the party entitled to receive
the notice in accordance with this Section 31. All such acceptances, approvals, requests, notices, and
reports will be deemed delivered at the time delivered by hand; or one (1) business day after deposit with
a nationally-recognized commercial courier service for next business day delivery; or three (3) business
days after placement in the United States Mail by Registered or Certified Mail, Return Receipt Requested,
postage prepaid; and must be addressed to the party to be notified as follows: Franchisor will address
notices to Franchisee at the location of the Franchised Restaurant that Franchisee is operating or the
address at the start of this Agreement until Franchisee designates a different address. All notices to
Franchisor shall be addressed to Capriotti’s Sandwich Shop, Inc., 6056 S. Durango Drive, Suite 100, Las
Vegas, NV 89113. Payments and certain information and reports Franchisee must send Franchisor under
this Agreement will be deemed delivered on any of the applicable dates described above or, if earlier,
when Franchisor actually receives them electronically (all payments, information, and reports must be
received on or before their due dates in the form and manner specitied in this Agreement). Notices will be
addressed to the addresses above unless and until a different address has been designated by written
notice to the other party.

32. Franchisee Representations.

32.1 FRANCHISEE ACKNOWLEDGES THAT IT HAS CONDUCTED AN
INDEPENDENT INVESTIGATION OF THE PROPOSED FRANCHISE AND RECOGNIZES
THAT THE BUSINESS VENTURE CONTEMPLATED BY THIS AGREEMENT INVOLVES
BUSINESS RISKS AND THAT ITS SUCCESS WILL BE LARGELY DEPENDENT UPON THE
ABILITY OF FRANCHISEE AS AN INDEPENDENT BUSINESSPERSON OR BUSINESS.
FRANCHISOR EXPRESSLY DISCLAIMS THE MAKING OF, AND FRANCHISEE
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ACKNOWLEDGES THAT IT HAS NOT RECEIVED, ANY WARRANTY, GUARANTEE OR
REPRESENTATION OTHER THAN THOSE DESCRIBED IN THE FRANCHISE
DISCLOSURE DOCUMENT, EXPRESS OR IMPLIED, FROM ANY EMPLOYEE OR AGENT
OF FRANCHISOR AS TO THE POTENTIAL SALES VOLUMES, PROFITS OR LEVEL OF
SUCCESS OF THE BUSINESS VENTURE CONTEMPLATED BY THIS AGREEMENT OR
THE SUITABILITY OF THE APPROVED LOCATION OF THE FRANCHISED
RESTAURANT. FRANCHISOR HAS NOT REPRESENTED THAT: (I) FRANCHISEE WILL
EARN, CAN EARN OR IS LIKELY TO EARN A GROSS OR NET PROFIT; (IT) FRANCHISOR
HAS KNOWLEDGE OF THE RELEVANT MARKET; OR (III) THE MARKET DEMAND
WILL ENABLE FRANCHISEE TO EARN A PROFIT FROM THE FRANCHISED
RESTAURANT.

322 FRANCHISEE ACKNOWLEDGES THAT IT RECEIVED A COPY OF
THE FRANCHISE DISCLOSURE DOCUMENT, THE ATTACHMENTS TO IT AND THE
AGREEMENTS RELATED TO IT, IF ANY, AT LEAST FIFTEEN (15) CALENDAR DAYS
BEFORE THE DATE ON WHICH THIS AGREEMENT WAS SIGNED.

323 FRANCHISEE ACCEPTS THE TERMS, CONDITIONS AND
COVENANTS CONTAINED IN THIS AGREEMENT AS BEING REASONABLE AND
NECESSARY TO MAINTAIN FRANCHISOR’S STANDARDS OF QUALITY, SERVICE AND
UNIFORMITY AND TO PROTECT AND PRESERVE THE GOODWILL OF THE MARKS.
FRANCHISEE ACKNOWLEDGES THAT OTHER FRANCHISEES OF FRANCHISOR HAVE
BEEN OR WILL BE GRANTED FRANCHISES AT DIFFERENT TIMES AND IN DIFFERENT
SITUATIONS. FRANCHISEE FURTHER ACKNOWLEDGES THAT THE PROVISIONS OF
THE FRANCHISE AGREEMENTS BASED ON WHICH SUCH FRANCHISES WERE
GRANTED MAY VARY MATERIALLY FROM THOSE CONTAINED IN THIS AGREEMENT
AND THAT FRANCHISEE’S OBLIGATION ARISING HEREUNDER MAY DIFFER
SUBSTANTIALLY FROM OTHER FRANCHISEES.

324 FRANCHISEE RECOGNIZES THAT THE SYSTEM MAY EVOLVE
AND CHANGE OVER TIME AND THAT THE LICENSE AND OPERATION OF THE
FRANCHISED RESTAURANT INVOLVE SUBSTANTIAL RISK AND ITS SUCCESS IS
DEPENDENT PRIMARILY UPON THE BUSINESS ACUMEN AND EFFORTS OF
FRANCHISEE AND OTHER FACTORS BEYOND FRANCHISOR’S CONTROL.
FRANCHISEE HAS CONDUCTED AN INDEPENDENT INVESTIGATION OF THE
FRANCHISE AND HAD AMPLE TIME AND OPPORTUNITY TO CONSULT WITH
INDEPENDENT PROFESSIONAL  ADVISORS, INCLUDING LAWYERS AND
ACCOUNTANTS, AND HAS NOT RELIED UPON ANY EXPRESS OR IMPLIED GUARANTEE
AS TO POTENTIAL VOLUMES, REVENUES, PROFITS OR SUCCESS OF THE BUSINESS
VENTURE CONTEMPLATED BY FRANCHISEE. EVEN THOUGH THIS AGREEMENT
CONTAINS PROVISIONS REQUIRING FRANCHISEE TO OPERATE THE FRANCHISED
RESTAURANT IN COMPLIANCE WITH FRANCHISOR’S SYSTEM: (1) FRANCHISOR DOES
NOT HAVE ACTUAL OR APPARENT AUTHORITY TO CONTROL, DIRECTLY OR
INDIRECTLY, THE DAY-TO-DAY CONDUCT AND OPERATION OF FRANCHISEE’S
BUSINESS OR EMPLOYMENT DECISIONS; AND (2) FRANCHISEE AND FRANCHISOR DO
NOT INTEND FOR FRANCHISOR OR FRANCHISOR’S AFFILIATES TO INCUR ANY
LIABILITY IN CONNECTION WITH OR ARISING FROM ANY ASPECT OF
FRANCHISOR’S SYSTEM OR FRANCHISEE’S USE OF THE SYSTEM OR THE OPERATION
OF THE FRANCHISED RESTAURANT, WHETHER OR NOT IN ACCORDANCE WITH THE
REQUIREMENTS OF THE MANUAL.
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32.5 FRANCHISEE ACKNOWLEDGES 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 GOVERNMENT OF THE UNITED STATES
HAS ADOPTED AND MAY IN THE FUTURE ADOPT OTHER ANTI-TERRORISM
MEASURES (THE “ANTI-TERRORISM MEASURES”). FRANCHISOR THEREFORE
REQUIRES CERTAIN REPRESENTATIONS AND WARRANTIES THAT THE PARTIES
WITH WHOM IT DEALS ARE NOT DIRECTLY OR INDIRECTLY INVOLVED IN
TERRORISM. THEREFORE, FRANCHISEE HEREBY REPRESENTS AND WARRANTS
THAT NEITHER FRANCHISEE NOR ANY OF ITS EMPLOYEES, AGENTS,
REPRESENTATIVES OR, AS APPLICABLE, ITS PRINCIPALS, MEMBERS, OFFICERS OR
DIRECTORS, NOR ANY OTHER PERSON OR ENTITY ASSOCIATED WITH FRANCHISEE
(EACH, INDIVIDUALLY, A “FRANCHISEE PARTY” AND COLLECTIVELY, THE
“FRANCHISEE PARTIES”) IS:

(@) A PERSON OR ENTITY LISTED IN THE ANNEX TO THE
EXECUTIVE ORDER;

(b) A PERSON OR ENTITY OTHERWISE DETERMINED
ACCORDING TO THE EXECUTIVE ORDER TO HAVE COMMITTED ACTS
OF TERRORISM OR TO POSE A SIGNIFICANT RISK OF COMMITTING
ACTS OF TERRORISM (SUCH A PERSON OR ENTITY AND THOSE
PERSONS AND ENTITIES LISTED IN THE ANNEX TO THE EXECUTIVE
ORDER ARE REFERRED TO IN THIS AGREEMENT AS “TERRORISTS”);

(©) A PERSON OR ENTITY WHO ASSISTS, SPONSORS OR WHO
SUPPORTS TERRORISTS OR ACTS OF TERRORISM (“SPONSORS OF
TERRORISM”); OR

(d) OWNED OR CONTROLLED BY TERRORISTS OR SPONSORS
OF TERRORISM.

FURTHERMORE, FRANCHISEE REPRESENTS AND WARRANTS THAT NEITHER
FRANCHISEE NOR ANY FRANCHISEE PARTY WILL, DURING THE TERM OF THIS
AGREEMENT, BECOME A PERSON OR ENTITY DESCRIBED IN CLAUSES (a)«d) ABOVE.

32.6 FRANCHISEE UNDERSTANDS FRANCHISOR RETAINS THE
ABSOLUTE RIGHT TO ENTER INTO AGREEMENTS WITH OTHER FRANCHISEES THAT
MAY CONTAIN DIFFERENT TERMS THAN THOSE CONTAINED HEREIN OR TO
FORGIVE, ABATE OR REDUCE FRANCHISE FEES AND MARKETING FUND OR LOCAL
ADVERTISING COOPERATIVE CONTRIBUTIONS IN SUCH MANNER AS FRANCHISOR
DEEMS IN FRANCHISOR’S BUSINESS JUDGMENT TO BE THE PROPER WAY TO

PROCEED.
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IN WITNESS WHEREOF, the parties have hereunto set their hands and seals the day and year
first above written.

CAPRIOTTI'S SANDWICH SHOP, INC.:

By:
Name: Ashley Morris
Title: CEO

FRANCHISEE:

By:
Name:
Title:
Date:
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EXHIBIT A —to the Franchise Agreement

SITE SELECTION ADDENDUM

CAPRIOTTI’S SANDWICH SHOP, INC. (“Franchisor”) and
(“Franchisee”) have this day entered into a CAPRIOTTI’S Franchise Agreement (“Franchise
Agreement™) and desire to supplement its terms as set out below in this Site Selection Addendum

(“Addendum™). The parties agree as follows:

AGREEMENT

1. Time to Locate Site: Within ninety (90) days after the Effective Date of the Franchise
Agreement (as defined in this Agreement), Franchisee shall acquire or lease, at Franchisee’s expense,
commercial real estate that is properly zoned for the use of the business to be conducted by Franchisee
under the Franchise Agreement (a “Franchised Restaurant™) at a site approved by Franchisor as provided
for in this Agreement. Failure by Franchisor to acquire or lease a site for the Franchised Restaurant within
the time required in Section | hereof shall constitute a default under Section 10.1 of the Franchise
Agreement and under this Addendum, and Franchisor, in its sole discretion, may terminate the Franchise
Agreement and this Addendum according to the terms of Section 10.1 of the Franchise Agreement.

2. Site Selection Assistance: Franchisor shall provide Franchisee with leasing guidelines
(“Leasing Guidelines”) to assist Franchisee in its site selection. Franchisee must follow the Leasing

Guidelines.

3. Site Selection Package Submission _and Approval: Franchisee shall submit to
Franchisor, in the form specified by Franchisor, a copy of the site plan and such other information or
materials as Franchisor may reasonably require, together with an option contract, letter of intent or other
evidence satisfactory to Franchisor which confirms Franchisee’s favorable prospects for obtaining the
site. Franchisor shall have thirty (30) days after receipt of such information and materials from Franchisee
to approve or disapprove, in its sole discretion, the proposed site as the location for the Franchised
Restaurant. In the event Franchisor does not disapprove a proposed site by written notice to Franchisee
within said thirty (30) days such site shall be deemed approved by Franchisor.

4, Lease Responsibilities: Within thirty (30) days of site approval by Franchisor,
Franchisee shall sign a lease which shall be coterminous with the Franchise Agreement, or a binding
agreement to purchase the site. Franchisor’s approval of any lease is conditioned upon inclusion in the
lease of Franchisor’s standard Franchised Restaurant Lease Rider attached as Exhibit 1 to this Addendum.
However, Franchisor shall not be responsible for review of the Lease for any terms other than those
contained in the Franchised Restaurant Lease Rider.

5. Site Evaluation_Services: Franchisor shall have the right, but not the obligation, to
perform any on-site evaluation, as Franchisor may deem advisable. If on-site evaluation is deemed
necessary and appropriate by Franchisor (on its own initiative or at Franchisee’s request) for any
Franchised Restaurant to be established, Franchisee shall reimburse Franchisor for all reasonable
expenses incurred by Franchisor in connection with such on-site evaluation, including the cost of travel,

lodging and meals.

6. Approved Location: After the location for the Franchised Restaurant is approved by
Franchisor according to Sections 1 and 3 of this Agreement, and leased or acquired by Franchisee
according to Section 4 hereof, the location shall constitute the Approved Location described in Section
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3.1 of the Franchise Agreement. The Approved Location shall be specified on a separate piece of paper
and be attached as Exhibit 2, which shall become a part of the Franchise Agreement.

This Site Selection Addendum shall be considered an integral part of the Franchise Agreement
between the parties and the terms of this Addendum shall be controlling with respect to the subject matter
hereof. Except as modified or supplemented by this Addendum, the terms of the Franchise Agreement are
hereby ratified and confirmed.

IN WITNESS WHEREOF, each party has caused its duly authorized representative to duly sign
and deliver this Addendum on the date first above written.

FRANCHISEE: CAPRIOTTTI'S SANDWICH SHOP, INC.
By: By:
Name: Name:
Title: Title:
Date: Date:
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Exhibit 1 — to the Site Selection Addendum
CAPRIOTTI’S SANDWICH SHOP, INC.
RIDER
TO THAT CERTAIN LEASE

DATED .20

(THE “FORM LEASE™)

BETWEEN

A(N)
AS LANDLORD

AND

AN)
AS TENANT

FOR THE PREMISES (“PREMISES”) KNOWN AS:

In the event of a conflict between the terms and conditions set forth within this Rider and the
terms and conditions set forth in the Form Lease to which this Rider is attached, the terms and conditions
set forth within this Rider shall govern and control.

1. Permitted Use. The Premises are leased to Tenant for the operation of a franchised
restaurant which sells submarine sandwiches and associated food products. The Tenant may also use the
Premises for promotions, celebrations, meetings, and other group functions where Tenant’s services and
products will be offered or sold.

2, Signage. Despite anything contained within the Form Lease to the contrary, Tenant shall,
subject to the requirements of local law, have the right to utilize its standard signage and other proprietary
marks and identification on both the exterior and within the interior of the Premises as approved by
CAPRIOTTI’S SANDWICH SHOP, INC., a Nevada corporation and franchisor of the Capriotti’s
concept (“Franchisor’™).

3, Assignment and Subletting. Landlord’s consent to an assignment of the Form Lease or
subletting of the Premises shall not be required in connection with an assignment or subletting as a part of
a merger, reorganization or sale of all or substantially all of Tenant’s assets or business permitted by
Franchisor under its Franchise Agreement with Tenant or an assignment or sublet to the Franchisor, any
parent, subsidiary or permitted affiliated corporation of Tenant or Franchisor, or another CAPRIOTTFS
SANDWICH SHOP franchisee. Landlord shall approve as an assignee or sublessee any tenant who has
become a transferee of the Franchise Agreement as a result of a permitted merger, reorganization or sale
of all or substantially all of Tenant’s assets. Tenant shall also have the right, without the consent of
Landlord, to assign this Lease to a company incorporated or to be incorporated by Tenant or a partnership
formed or to be formed by Tenant, provided that Tenant owns or beneficially controls a majority of the
issued and outstanding shares of capital stock of the company or is the managing general partner of the
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partnership and such company or partnership operates a CAPRIOTTI’S SANDWICH SHOP under a
Franchise Agreement with Franchisor.

4. Notices; Opportunity to Cure. Copies of any demand letters, default notices or other
similar notices of non-compliance (“Notice”) sent by Landlord to Tenant shall also be sent to Franchisor
at the following address:

Ashley Morris

CAPRIOTTI’S SANDWICH SHOP, INC.
6056 S. Durango Drive, Suite 100

Las Vegas, NV 89113

In the event Tenant fails to cure or otherwise remedy the subject matter of the Notice, Landlord
shall grant Franchisor the identical period of time in which to cure same (said cure period to commence
immediately upon written notice from Landlord to Franchisor (at the address set forth in this Agreement)
that Tenant has failed to cure in a timely manner) and Landlord agrees to accept the performance of
Franchisor within said period of time as performance by Tenant according to the terms of the Form Lease.

5. Option to Lease. Landlord hereby agrees that, in the event of (a) the termination or
expiration of the Franchise Agreement by and between Tenant and Franchisor; (b) the termination of the
Form Lease for any cause whatsoever including, without limitation, a default by Tenant under the Form
Lease after expiration of any applicable notice and cure periods; or (¢) Tenant’s failure to exercise any
extension option contained in the Form Lease, Franchisor shall have the option to lease the Premises
according to the same terms and conditions as are contained in the Form Lease, in accordance with the
following:

(a) Landlord agrees to promptly give written notice to Franchisor (at the address set
forth in this Agreement) in the event the Form Lease is terminated as the result of a default by
Tenant or in the event Tenant fails to exercise any remaining options to extend the term of the
Form Lease;

®) If Franchisor elects to lease the Premises, Franchisor shall notify Landlord in
writing of its election to exercise this option to lease within 30 days after (1) termination or
expiration of the Franchise Agreement; (2) Franchisor’s receipt of notice from Landlord that the
Form Lease has been terminated; or (3) receipt of notice from Landlord that Tenant has failed to
exercise an option to extend the term of the Form Lease;

(c) If Franchisor elects to lease the Premises, Franchisor shall sign and deliver to
Landlord a lease containing all of the same terms and conditions (including rental rates, terms and
remaining options to extend the term of the Lease) as are contained in the Lease; provided,
however, that Franchisor’s leasehold interest shall not be subject to any defaults or claims that
may exist between Landlord and Tenant and any lease shall permit Franchisor to assign the lease
or sublease the Premises to a franchisee of Franchisor for use as a CAPRIOTTI’S SANDWICH
SHOP franchised location; at which point, the new franchisee shall sign and deliver to Landlord a
lease containing all of the same terms and conditions (including rental rates, terms and remaining
options to extend the term of the Lease) as are contained in the Lease, and Franchisor shall be
released from any and all liability under the lease; and
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(d) Nothing contained in this Agreement shall affect Landlord’s right to recover any
and all amounts due under the Form Lease from Tenant or to exercise any right of Landlord
against Tenant as provided under the Form Lease.

Landlord acknowledges that it may not, without Franchisor’s approval, allow Tenant to effect any
disposition of the Premises as a result of which Tenant relinquishes the right to possess the Premises,
including a proposed lease assignment, sublet of the Premises, sale or other conveyance of possessory
rights to the Premises (whether or not with a formal lease assignment or sublet), or negotiated termination
of the lease with Landlord or other event that enables another party to take over possession of the
premises other than for the operation of a CAPRIOTTI’S SANDWICH SHOP location.

6. De-identification. Landlord and Tenant hereby acknowledge that in the event the
Franchise Agreement expires or is terminated, Tenant is obligated under the Franchise Agreement to take
certain steps to de-identify the location as a CAPRIOTTI’S SANDWICH SHOP Franchised Restaurant
operated by Tenant. Landlord agrees to cooperate fully with Franchisor in enforcing the provisions of the
Franchise Agreement against Tenant, including allowing Franchisor, its employees and agents to enter
and remove signs, decor and materials bearing or displaying any marks, designs or logos of Franchisor;
provided, however, that Landlord shall not be required to bear any expense thereof. Tenant agrees that if
Tenant fails to de-identify the Premises promptly upon termination or expiration as required under the
Franchise Agreement, Franchisor may cause all required de -identification to be completed at Tenant’s

sole cost and expense.

7. Assignment of Interest. This Rider is binding and shall inure to the benefit of Landlord,
Tenant and Franchisor, their assigns and successors-in-interest. The Franchisor is an intended beneficiary
of this Rider with the full right to enforce its terms against both Tenant and Landlord.

LANDLORD: TENANT:
By: By:

Its: Its:

Date: Date:
Agreed to:

FRANCHISOR:

CAPRIOTTI’S SANDWICH SHOP, INC.

By:
Name:
Title:
Date:
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Exhibit 2 — to the Site Selection Addendum
APPROVED LOCATION

The Approved Location will be at:

AGREED TO BY:

FRANCHISEE: FRANCHISOR:

CAPRIOTTY’'S SANDWICH SHOP, INC.

By: By:
Title: Title:
Date: Date:
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EXHIBIT B — to the Franchise Agreement

FRANCHISE GUARANTY AGREEMENT

THIS FRANCHISE GUARANTY AGREEMENT is given this day of
, 20__, by each of the undersigned parties.

In consideration of, and as an inducement to, the execution of that certain Franchise Agreement
(the “Agreement”) on this date by CAPRIOTTI’S SANDWICH SHOP, INC. (“Franchisor”), each of the
undersigned personally and unconditionally (a) guarantees to Franchisor and its successors and assigns,
for the term of the Agreement (including extensions) and afterward as provided in the Agreement, that
(“Franchisee™) will punctually pay and perform each and every
undertaking, agreement, and covenant set forth in the Agreement (including any amendments or
modifications of the Agreement) and (b) agrees to be personally bound by, and personally liable for the
breach of, each and every provision in the Agreement (including any amendments or modifications of the
Agreement), including (i) monetary obligations, (ii) obligations to take or refrain from taking specific
actions and to engage or refrain from engaging in specific activities, including, but not limited to, the non-
competition, confidentiality, and transfer requirements, and (iii) the enforcement and other provisions in
the Agreement, including the arbitration provision.

Each of the undersigned consents and agrees that: (1) his or her direct and immediate liability
under this Guaranty will be joint and several, both with Franchisee and among other guarantors; (2) he or
she will render any payment or performance required under the Agreement upon demand if Franchisee
fails or refuses punctually to do so; (3)this liability will not be contingent or conditioned upon
Franchisor’s pursuit of any legal or equitable remedies against Franchisee or any other person; (4) this
liability will not be diminished, relieved, or otherwise affected by any extension of time, credit, or other
indulgence which Franchisor may from time to time grant to Franchisee or to any other person, including,
without limitation, the acceptance of any partial payment or performance or the compromise or release of
any claims (including the release of other guarantors), none of which will in any way modify or amend
this Guaranty, which will continue and be irrevocable during the term of the Agreement (including
extensions) and afterward, for so long as any performance is or might be owed under the Agreement by
Franchisee or its owners, and for so long as Franchisor has any cause of action against Franchisee or its
owners; and (5) this Guaranty will continue in full force and effect for (and as to) any extension or
modification of the Agreement and despite the transfer of any interest in the Agreement or Franchisee,
and each of the undersigned waives notice of any and all renewals, extensions, modifications,
amendments, or transfers.

Each of the undersigned waives: (i) all rights to payments and claims for reimbursement or
subrogation which any of the undersigned may have against Franchisee arising as a result of the
undersigned’s execution of and performance under this Guaranty, for the express purpose that none of the
undersigned will be deemed a “creditor” of Franchisee under any applicable bankruptcy law with respect
to Franchisee’s obligations to Franchisor; and (ii) acceptance and notice of acceptance by Franchisor of
his or her undertakings under this Guaranty, all presentments, demands, and notices of demand for
payment of any indebtedness or non-performance of any obligations hereby guaranteed, protest, notices
of dishonor, and notice of default to any party with respect to the indebtedness or nonperformance of any
obligations hereby guaranteed, and any other notices and legal or equitable defenses to which he or she
may be entitled.

INITIALS

Exhibit B-1
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Franchisor has no present or future duty to the undersigned under this Guaranty, and each of the
undersigned waives any right to claim or assert any such duty or obligation and to discover from
Franchisor or require Franchisor to disclose to the undersigned any financial or other information
concerning Franchisee, any other guarantor, or any collateral securing any of Franchisee’s obligations to
Franchisor.

If Franchisor is required to enforce this Guaranty in a judicial or arbitration proceeding, and
prevails in such proceeding, Franchisor is entitled to reimbursement of its costs and expenses, including,
but not limited to, reasonable accountants’, attorneys’, attorneys’ assistants’, arbitrators’, and expert
witness fees, costs of investigation and proof of facts, court costs, other litigation expenses, and travel and
living expenses, whether incurred prior to, in preparation for, or in contemplation of the filing of any such
proceeding. If Franchisor is required to engage legal counsel in connection with any failure by the
undersigned to comply with this Guaranty, the undersigned must reimburse Franchisor for any of the
above-listed costs and expenses Franchisor incurs even if Franchisor does not commence a judicial or
arbitration proceeding.

IN WITNESS WHEREOF, each of the undersigned has affixed his or her signature on the same
day and year as the Agreement was executed.

GUARANTOR(S)

[Signature of Guarantor]

[Print Name and Date]

[Signature of Guarantor]

[Print Name and Date]

[Signature of Guarantor]

[Print Name and Date]

INITIALS
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EXHIBIT C —to the Franchise Agreement

SPOUSAL CONSENT

NOTE: THE SPOUSE OF EACH OWNER OF FRANCHISEE MUST SIGN THIS SPOUSAL
CONSENT.

The individual(s) listed below represents to Capriotti’s Sandwich Shop, Inc.
(“Company”) that each is the spouse of the individual(s) who is an owner of the franchisee entity

(“Franchisee™) that has signed a Franchise Agreement with the Company dated
20 .

2

In consideration of the Company’s grant to Franchisee of the rights under the Franchise
Agreement, each of the individual spouses listed below agrees, in consideration of benefits
received and to be received by each of them, jointly and severally, and for themselves and their
heirs, legal representatives, and assigns, that they and each of them:

1. must be firmly bound by all of the terms, provisions, and conditions in the
Franchise Agreement;

2. unconditionally guarantee the full and timely performance by Franchisee of all of
Franchisee’s obligations under the Franchise Agreement, including, without limitation, any of
Franchisee’s indebtedness arising under or by virtue of the Franchise Agreement; and

3. agree to be bound by the confidentiality and non-competition covenants in the
Franchise Agreement.

INITIALS

Exhibit C-1
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EXHIBIT C

AREA DEVELOPMENT AGREEMENT WITH EXHIBITS
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CAPRIOTTI'S SANDWICH SHOP, INC.

AREA DEVELOPMENT AGREEMENT

This Area Development Agreement ("this Agreement") made this _ day of

20, by and between CAPRIOTTI'S SANDWICH SHOP, INC., a Nevada corporation, having its prmc1pal
place of business at 6056 South Durango Drive, Suite 100, Las Vegas, Nevada 89113 ("Franchisor"), and
, a corporation, having its principal place of business at

("Developer").

WITNESSETH:

WHEREAS, Franchisor is the owner of the trademarks, service marks, and logo "CAPRIOTTI'S",

which mark is registered with the USPTO under Registration Number 3,571,960, and any other trademarks
Franchisor may develop, as well as the trade names "CAPRIOTTI'S" and "CAPRIOTTI'S SANDWICH

SHOP" (collectively, the "Marks™) and trade secrets, recipes and know-how for use in connection with the
unique process and system for the preparation and sale of all of its food products (the "System"), together

with all of the goodwill connected therewith; and

WHEREAS, Developer hereby acknowledges the requirement of appropriate safeguards for the
maintenance and future promotion of the System by reason of its high standards of quality and service and
the fact that Franchisor has created over a period of years a superior reputation, name, identification and

consumer demand for its products; and

WHEREAS, Developer hereby acknowledges and agrees to the exclusive right of Franchisor in
and to the System as it is presently developed, or as the same may be improved upon during the term of this
Agreement, including, trade secrets, recipes, designs, trademarks, trade names, logos, signs and slogans

presently in use and/or developed after the date of this Agreement; and

WHEREAS, Developer desires, upon the terms and conditions of this Agreement, to obtain and
enter into the business of operating restaurants utilizing the System ("Franchised Restaurants") under the
name "CAPRIOTTI'S SANDWICH SHOP," subject to the training and supervision of Franchisor, and in
accordance with the standards of Franchisor presently in existence and/or as changed or modified at any

time after the date of this Agreement; and

WHEREAS, Developer understands and acknowledges the importance of Franchisor's high and
uniform standards of quality, operations and customer service and the necessity of operating the Franchised
Restaurants in conformity with Franchisor's standards and specifications; and

WHEREAS, Franchisor expressly disclaims the making of and Developer acknowledges that it has
not received or relied upon any warranty or guaranty, express or implied, as to the revenues, profits or
success of the business venture contemplated by this Agreement. Developer acknowledges that it has read
this Agreement and Franchisor's Franchise Disclosure Document and that it has no knowledge of any
representations by Franchisor, its officers, directors, shareholders, employees or agents that are contrary to
the statements made in Franchisor's Franchise Disclosure Document or to the terms herein.

NOW, THEREFORE, the parties, in consideration of the undertakings and commitments of each
party to the other set forth in this Agreement, hereby agree as follows:

CAPRIOTTI'S ADA (2019)
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1. GRANT

1.1 Franchisor hereby grants to Developer, pursuant to the terms and conditions of this
Agreement, options to obtain licenses to establish and operate C )
CAPRIOTTI'S SANDWICH SHOP restaurants according to the system and offering carry-out, catering,
delivery services and on-premises dining within the territory described in Exhibit A attached hereto and
incorporated herein by this reference ("Designated Territory").

1.2 Notwithstanding the foregoing, Developer shall have no right to establish or operate
CAPRIOTTI'S SANDWICH SHOP restaurants from non-traditional locations ("Non-Traditional
Locations") within the Designated Territory. Non-Traditional Locations shall include, without limitation,
regional shopping malls, enclosed shopping malls, lifestyle centers, airports, railroad stations, bus stations,
travel plazas, sports stadiums and arenas, hospitals and medical centers, colleges, universities, convention
centers, casinos, resorts and military bases and facilities.

1.3 Developer shall be bound by the development schedule set forth in Exhibit B. Time is of
the essence of this Agreement. Each Franchised Restaurant shall be established and operated pursuant to a
separate Franchise Agreement ("Franchise Agreement") to be entered into by Developer and Franchisor.
Each Franchise Agreement shall be in the form of Franchisor's then-current form of Franchise Agreement.

1.4 Except as otherwise provided in this Agreement, for so long as this Agreement is in force
and effect and Developer is not in default under any terms hereof, Franchisor shall not establish, nor license
anyone other than Developer the right to establish, any CAPRIOTTI'S SANDWICH SHOP restaurant in the
Designated Territory prior to the expiration of the Development Schedule ("Development Schedule") set
forth in Exhibit B. However, Franchisor, and any parent, subsidiary or affiliate of Franchisor reserves the
following rights:

(a) To establish, and to license third parties to establish, CAPRIOTTI'S SANDWICH
SHOP restaurants outside of the Designated Territory as Franchisor, in its sole and
exclusive discretion, deems appropriate;

) To establish, and to license third parties to establish, CAPRIOTTI'S SANDWICH
SHOP restaurants or any other business at Non-Traditional Locations within the
Designated Territory;

(©) To offer and sell at wholesale, retail or through any other distribution system both
within and outside of the Designated Territory, products and services which
comprise, or may in the future comprise, a part of the System, which products may
be resold at retail or through any other distribution channel including, but not
limited to, supermarkets and other retail facilities, to the general public by such
entities;

(d) To sell at both wholesale and retail within and outside the Designated Territory all
products and services which do not comprise a part of the System; and

(e) To establish food service units within and outside the Designated Territory
operating under a format and trademarks and service marks distinct from the
CAPRIOTTI'S SANDWICH SHOP System.

2. DEVELOPMENT FEE

As consideration for the rights and options granted herein, Developer shall pay to Franchisor an
initial individual franchise fee in the amount of THIRTY THOUSAND Dollars ($30,000.00) for each

2
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Franchised Restaurant Developer agrees to develop, own and operate pursuant to this Agreement.
Simultaneously with the execution of this Agreement, Developer shall execute a Franchise Agreement for
the first CAPRIOTTI'S SANDWICH SHOP restaurant to be developed pursuant to this Agreement. The
Development Fee due from Developer when Developer signs this Agreement totals
Dollars ($ ). The Development Fee consists of the following
amounts: (i) the initial franchise fee of THIRTY THOUSAND Dollars ($30,000.00) due under the
Franchise Agreement Developer signs simultaneously with signing this Agreement for the first Franchised
Restaurant to be developed pursuant to this Agreement; (ii) the Development Services Fee ("Development
Services Fee") due under that Franchise Agreement in the amount of SIX THOUSAND Dollars
($6,000.00); and (iii) a deposit equal to thirty-three percent (33%) of the total initial franchise fees due for
all additional Franchised Restaurants (after the first Franchised Restaurant) which this Agreement grants
Developer the option to develop. The Development Fee is consideration for the rights Franchisor grants
Developer in this Agreement and for reserving the Designated Territory for Developer (while it is in
compliance), is fully earned by Franchisor when Franchisor and Developer sign this Agreement, and is not
refundable under any circumstances, even if Developer does not comply or attempt to comply with the
Development Schedule and Franchisor then terminates this Agreement for that reason.

While the Development Fee is not refundable under any circumstances, each time Developer signs
a new franchise agreement for another Franchised Restaurant to be developed within the Designated
Territory pursuant to this Agreement, Franchisor will apply the deposit related to that Franchised Restaurant
(which is part of the Development Fee) toward the initial franchise fee due for that Franchised Restaurant
(leaving sixty-seven percent (67%) of the initial franchise fee due at time of signing, together with any other
initial fees payable to Franchisor under the Franchise Agreement).

The royalty fee ("Royalty Fee") for each Franchised Restaurant to be developed pursuant to this
Agreement is six percent (6%) of the Gross Sales as defined in Section 4.2 of the Franchise Agreement.
Should Developer not develop at least three (3) Franchised Restaurants pursuant to this Agreement
according to the Development Schedule, the Royalty Fee on all operating Franchised Restaurants shall
immediately rise to seven percent (7%) of Gross Sales for the remainder of their franchise terms.

3. DEVELOPMENT SCHEDULE AND DEVELOPMENT PROCEDURES

3.1 During the term of this Agreement, Developer must develop, open and continuously
operate in the Designated Territory the number of Franchised Restaurants specified in the Development
Schedule in Exhibit B. For each Franchised Restaurant to be developed during the term of this Agreement,
Developer must obtain Franchisor's written acceptance of the site by the applicable site acceptance date
listed in the Development Schedule ("Site Acceptance Date") and develop and open the Franchised
Restaurant by the applicable opening date listed in the Development Schedule ("Opening Date").
Developer's strict compliance with the Development Schedule is essential to this Agreement. Any failure by
Developer in fulfilling its obligations to obtain site acceptance for a Franchised Restaurant by the applicable
Site Acceptance Date or develop and open a Franchised Restaurant by the applicable Opening Date will
constitute a material, non-curable breach of this Agreement, which will permit Franchisor to terminate this
Agreement immediately by giving Developer written notice of termination. Notwithstanding the foregoing,
Franchisor will not terminate this Agreement if the failure to continuously operate the number of Franchised
Restaurants specified in the Development Schedule is the result of a transfer made in accordance with the
provisions of the Franchise Agreement, or closure of a Franchised Restaurant due to force majeure. TIME
IS OF THE ESSENCE.

3.2 Developer shall be responsible for locating a suitable site for each Franchised Restaurant to
be developed pursuant to the Development Schedule by the Site Acceptance Date for each Franchised
Restaurant. Franchisor shall use reasonable efforts to help analyze Developer's market area, to help
determine site feasibility and to assist in the designation of the location for each site; provided however, that
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Franchisor will not conduct site selection activities on Developer's behalf, While Franchisor shall utilize its
experience and expertise in accepting sites proposed by Developer, nothing contained herein shall be
interpreted as a guarantee of success for any site accepted by Franchisor for development nor shall any site
recommendation or acceptance made by Franchisor be deemed a representation that any particular site is
available for use as a CAPRIOTTI'S SANDWICH SHOP Franchised Restaurant. It shall be the sole
responsibility of Developer to undertake site selection activities and otherwise secure premises for

Developer's Franchised Restaurants.

33 Developer shall submit a description of each proposed site to Franchisor, together with a
letter of intent or other evidence satisfactory to Franchisor which confirms Developer's favorable prospects
for obtaining the proposed site and such other information as Franchisor may require. Franchisor shall
provide Developer written notice of whether the Franchisor has accepted the proposed site within thirty (30)
days after receiving Developer's written proposal. Upon acceptance of the site of the restaurant by
Franchisor, a separate Franchise Agreement shall be executed for each such restaurant, at which time
payment representing the balance of the appropriate individual franchise fee is due and owing in accordance
with the terms of the Franchise Agreement. Upon the execution of each Franchise Agreement, the terms and
conditions of such Franchise Agreement shall control the establishment and operation of such restaurant
{except the restaurant's required opening date is governed by this Agreement).

3.4 Franchisor shall execute the Franchise Agreement only if (i) Developer is in compliance -
with all and is not in default of any requirements and obligations of this Agreement and all other
agreements between Franchisor and Developer, and (ii) Developer is in compliance with all and is not in
default of any of its respective obligations under any Franchise Agreement. Developer must comply with all
of the terms and conditions of each Franchise Agreement.

3.5 After receiving Franchisor's written acceptance of the site of the Franchised Restaurant as
provided in Section 3.3 hereof, Developer shall submit to Franchisor for acceptance a lease for the site (if
the premises are to be leased) or a binding agreement to purchase the site. Franchisor's acceptance of the
lease or purchase agreement shall be conditioned upon inclusion of terms acceptable to Franchisor, and at
Franchisor's option, the lease or purchase agreement shall contain such provisions as Franchisor may
require. The lease or purchase agreement may not contain any covenants or other obligations that would
prevent Developer from performing any obligations under the Franchise Agreement. Franchisor's
acceptance of the lease or purchase agreement does not constitute a warranty or representation of any kind,
express or implied, as to its fairness or suitability or as to Developer's ability to comply with its terms, and
Franchisor does not assume any liability or responsibility to Developer or to any third parties due to such
acceptance. Developer must deliver a copy to Franchisor of the fully signed lease or purchase agreement
within five (5) days after its execution. For the second or subsequent site, Developer may not execute a
Franchise Agreement for, or begin construction of a Franchised Restaurant at, the premises until Developer
has delivered a copy of the fully signed lease or purchase agreement to Franchisor.

4. TERM

Unless sooner terminated in accordance with the provisions of this Agreement, the term of this
Agreement and all rights granted hereunder to Developer shall expire on the first to occur of: (a) the date by
which the last CAPRIOTTI'S SANDWICH SHOP restaurant is required to be opened pursuant to the
Development Schedule; or (b) the date on which the last CAPRIOTTI'S SANDWICH SHOP restaurant
required by the Development Schedule actually opens for business.

5. DUTIES OF THE DEVELOPER
5.1 Developer shall perform the following obligations:
(a) Developer shall comply with all terms and conditions set forth in this Agreement;
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(b) Developer shall comply with all of the terms and conditions of each Franchise
Agreement including, without limitation, the operating requirements specified in
each Franchise Agreement, however, Developer may not be required to attend an
initial Developer training course conducted at a Franchisor designated location in
connection with the second or any subsequent Franchised Restaurant;

(©) Developer shall at all times preserve in confidence any and all materials and
information furnished or disclosed to Developer by Franchisor, and Developer shall
disclose such information or materials only to such of its employees or agents who
must have access to it in connection with their employment. Developer shall not at
any time, without Franchisor's prior written consent, copy, duplicate, record or
otherwise reproduce such materials or information, in whole or in part, nor
otherwise make the same available to any unauthorized person;

(d) Developer shall comply with all requirements of federal, state and local laws, rules
and regulations; and

(e) Developer shall at all times maintain in its employ a Director of Operations or
equivalent who has been approved as such by Franchisor in its sole discretion.
Such Director of Operations shall directly oversee the operations of all of
Developer's Franchised Restaurants and shall have an equity stake in Developer.
Should said Director of Operations leave the employ of Developer for any reason,
Developer shall have thirty (30) days to find a replacement that has been approved

by Franchisor.

6. 'PROPRIETARY MARKS/CONFIDENTIALITY

6.1 This Agreement is not a Franchise Agreement, and nothing in this Agreement gives
Developer the right to use the Marks in any manner. The right to use Franchisor's Marks is granted only
under a Franchise Agreement signed directly with Franchisor. This Agreement only grants Developer
potential development rights for Franchised Restaurants if Developer fully complies with its terms.

6.2 Developer understands and agrees that Franchisor has disclosed or will hereafter disclose to
Developer certain confidential or proprietary information and trade secrets. Except as necessary in
connection with the operation of the Franchised Restaurant and as approved by Franchisor, Developer shall
not, during the Term or at any time after the expiration or termination of this Agreement, regardless of the
cause of termination, directly or indirectly, use for its own benefit or communicate or divulge to, or use for
the benefit of any other person or entity, any trade secrets, confidential information, knowledge or know-
how concerning the recipes, food products, advertising, marketing, designs or methods of operation of the
restaurants or the System. Developer shall disclose to its employees only such confidential, proprietary or
trade secret information as is necessary to operate its business hereunder and then only while this
Agreement is in effect. Any and all information, knowledge or know-how, including without limitation,
drawings, materials, equipment, marketing, recipes and other data which Franchisor designates as secret or
confidential shall be deemed secret and confidential for purposes of this Agreement. Developer hereby
acknowledges and agrees that all Franchisor's recipes and food preparation techniques are and shall remain
confidential and trade secrets. Additionally, Developer agrees not to make any unauthorized postings of any
confidential information or trade secrets on any internet websites or electronic bulletin boards.

6.3 Developer and its shareholders agree that, in the event any confidential information and/or
trade secrets are disclosed in violation of this Agreement, then, Developer shall be liable for damages, loss
of potential franchise fees, loss of royalties, attorneys' fees and any other damages or remedies deemed
appropriate by a court of competent jurisdiction, for any intentional use and/or disclosure of such trade
secrets and/or confidential information by Developer or its shareholders in violation of Section 6.2.
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Developer and its shareholders further agree that any competition with Franchisor, by Developer or its
members/shareholders using any of Franchisor's trade secrets and/or confidential information, shall be
considered intentional.

7. DEFAULT AND TERMINATION

7.1 The options and territorial exclusivity granted to Developer in this Agreement have been
granted in reliance on Developer's representations and warranties, and strictly on the conditions set forth in
this Agreement including, without limitation, the condition that Developer comply strictly with the
Development Schedule.

7.2 Developer shall be deemed in default under this Agreement, and all rights granted herein to
Developer shall automatically terminate without notice if: (i) Developer shall be adjudicated bankrupt,
becomes insolvent, commits any affirmative action of insolvency or files any action or petition of
insolvency, if a receiver (permanent or temporary) of its property or any part thereof is appointed by a court
of competent authority or if it makes a general assignment for the benefit of its creditors; (ii) a final
judgment remains unsatistfied of record for thirty (30) days or longer (unless supersedeas bond is filed); (iii)
execution is levied against Developer's business or property; (iv) Developer no longer employs a Director of
Operations or equivalent approved by Franchisor; or (v) suit to foreclose any lien or mortgage against
Developer's premises or equipment is instituted against Developer and not dismissed within thirty (30)
days, or is not in the process of being dismissed; provided, however, that Franchisor reserves the right to be
named as trustee or receiver in any voluntary petition for bankruptcy or insolvency filed by Developer.

7.3 If Developer: (i) fails to obtain Franchisor's written acceptance of a site by the applicable
Site Acceptance Date or fails to develop and open any Franchised Restaurant by the applicable Opening
Date, as set forth in the Development Schedule; (ii) at any time during the term of this Agreement, fails to
have open and operating the number of Franchised Restaurants required by the Development Schedule,
unless such failure is the result of a transfer of any Franchised Restaurant(s) by Developer in accordance
with the terms of the Franchise Agreement(s) or closure of any Franchised Restaurant(s) due to force
majeure; (iii) fails to comply with any other term and condition of this Agreement; (iv) makes or attempts to
make a transfer or assignment, or engages in any subfranchising or sublicensing activities, in violation of
this Agreement; or (v) fails to comply with the terms and conditions of any individual Franchise Agreement
with Franchisor, or of any other agreement to which Developer and Franchisor are parties, any such event
shall constitute a default under this Agreement. Upon any such default, Franchisor, in its discretion, may do
any one or more of the following:

(a) Terminate this Agreement and all rights granted hereunder to Developer without
affording Developer any opportunity to cure the default effective immediately upon
receipt by Developer of written notice from Franchisor;

(b) Reduce the number of Franchised Restaurants, without any reduction of the
Development Fee, which are subject to options granted to Developer pursuant to
this Agreement;

(©) Terminate or reduce in any manner, in Franchisor's discretion, the territorial
exclusivity granted Developer in Section 1 hereof’ or

(d) Exercise any other rights and remedies which Franchisor may have.

74 Upon termination (or expiration) of this Agreement, all remaining options granted to
Developer to establish Franchised Restaurants under this Agreement shall automatically be null and void.
Developer shall have no right to establish or operate any CAPRIOTTI'S SANDWICH SHOP Franchised
Restaurant for which a Franchise Agreement has not been executed by Franchisor. Franchisor shall be

6
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entitled to establish, and to license others to establish, Franchised Restaurants which will operate in the
Designated Territory except as may be otherwise provided under any Franchise Agreement which has been
executed between Franchisor and Developer, or Developer's affiliates, and which has not been terminated.
No default under this Agreement shall constitute a default under any Franchise Agreement between the
parties hereto, except to the extent that any default under this Agreement constitutes a default under any
Franchise Agreement in accordance with the terms of the Franchise Agreement. Notwithstanding the above,
Developer must comply with the terms and conditions of each Franchise Agreement which shall control in
determining if a default exists under the Franchise Agreement.

7.5 No right or remedy herein conferred upon or reserved to Franchisor is exclusive of any
other right or remedy provided or permitted by law or equity.

8. TRANSFERABILITY

8.1 Franchisor may change its ownership or form and/or assign this Agreement and any other
agreement to a third party without restriction. After Franchisor assigns this Agreement to a third party who
expressly assumes this Agreement’s obligations, Franchisor no longer will have any performance or other
obligations under this Agreement. That assignment will constitute a release and novation with respect to
this Agreement, and the new owner-assignee will be liable to Franchisee as if it had been an original party
to this Agreement. Specifically and without limiting the foregoing, Franchisee agrees that Franchisor may
sell its assets (including this Agreement), the Marks, or the System to a third party; offer its ownership
interests privately or publicly; merge, acquire other business entities, or be acquired by another business
entity; and/or undertake a refinancing, recapitalization, leveraged buyout, or other economic or financial
restructuring.

8.2 The rights and interest of Developer under this Agreement are and shall remain personal to
Developer. Developer's development rights under this Agreement are not assignable at all, whether directly
or indirectly. This means Franchisor will not under any circumstances allow the development rights to be
transferred. A transfer of the development rights would be deemed to occur (and is expressly prohibited) if
there is an assignment of this Agreement, a transfer of a controlling ownership interest in Developer, or any
other event attempting to assign the development rights. A “controlling ownership interest” in Developer
means the percent of voting shares or other voting rights resulting from dividing one hundred percent
(100%) of the ownership interests by the number of owners. In the case of a proposed transfer of an
ownership interest in Developer, whether a “controlling ownership interest” is involved must be determined
both immediately before and immediately after the proposed transfer to see if a “controlling ownership
interest” will be transferred (because of the number of owners before the proposed transfer) or will be
deemed to have been transferred (because of the number of owners after the proposed transfer).

83 This Agreement does not give Developer any right to franchise, license, subfranchise, or
sublicense others to develop and operate CAPRIOTTI'S SANDWICH SHOP restaurants. Only Developer
may construct, develop, open, and operate CAPRIOTTI'S SANDWICH SHOP restaurants pursuant to this

Agreement.
9. COVENANTS

9.1 Developer shall furnish to Franchisor the names, addresses and telephone numbers of all
shareholders, members, partners, executive officers, members of the Board of Directors and managers, as
the case may be, in the form attached hereto as Exhibit E. In the event that Developer is an entity formed
under state or federal law, prior to or simultaneous with the date of execution of this Agreement, Developer
shall provide Franchisor with appropriate minutes and/or resolutions of Developer setting forth authority of
Developer to enter into this Agreement and the acceptance of all of the terms and conditions herein set
forth.

CAPRIOTTI'S ADA (2019)
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9.2 Developer acknowledges that Franchisor has granted Developer the rights under this
Agreement in consideration of and reliance upon its and its owners’ agreement to deal exclusively with
Franchisor with respect to the products and services CAPRIOTTI’S Restaurants offer. Developer therefore
agrees that, during this Agreement’s term, neither Developer, its owners, nor any members of Developer’s
or its owners’ Immediate Families (defined below) will:

(a) have any direct or indirect, controlling or non-controlling interest as an owner—
whether of record, beneficial, or otherwise—in a Competitive Business (defined
below), wherever located or operating, provided that this restriction will not
prohibit ownership of shares of a class of securities that are publicly-traded on a
United States stock exchange representing less than three percent (3%) of the
number of shares of that class of securities issued and outstanding; or

(b) perform services as a director, officer, manager, employee, consultant,
representative, or agent for a Competitive Business, wherever located or operating;
or

() directly or indirectly loan any money or other thing of value, or guarantee any other

person’s loan, to any Competitive Business or any owner, director, officer,
manager, employee, or agent of any Competitive Business, wherever located or
operating.

The term “Immediate Family” includes the named individual, his or her spouse, and all children of
the named individual or his or her spouse. The term “Competitive Business,” as used in this
Agreement, means any business (a) offering for sale hot and cold submarine sandwiches and/or
other deli-related menu items (other than soft drinks) or (b) granting franchises or licenses to others
to operate the type of business described in clause (a), other than a CAPRIOTTI’S SANDWICH
SHOP restaurant operated under a Franchise Agreement with Franchisor. Developer agrees to
obtain similar reasonable covenants from its senior personnel, including officers and directors.
Franchisor has the right to pre-approve the forms of agreements Developer uses solely to ensure
that Developer adequately protects trade secrets and confidential information and the
competitiveness of CAPRIOTTI’S SANDWICH SHOP restaurants. Under no circumstances will
Franchisor control the forms or terms of employment agreements Developer uses with employees
or otherwise be responsible for Developer’s labor relations or employment practices.

Upon expiration or termination of this Agreement, Developer and its owners agree that
neither they nor any member of their Immediate Families will have any direct or indirect,
controlling or non-controlling interest as an owner, whether of record, beneficial, or otherwise, or
perform services as a director, officer, manager, employee, consultant, representative, or agent, in
any Competitive Business located or operating: (i) within the Designated Territory; or (ii) within
three (3) miles of another CAPRIOTTI’S SANDWICH SHOP restaurant in operation or under
construction on the later of the effective date of termination or expiration or the date on which the
restricted person begins to comply with this Section, provided that this restriction does not prohibit
ownership of shares of a class of securities publicly-traded on a United States stock exchange
representing less than three percent (3%) of the number of shares of that class of securities issued
and outstanding.

Developer, each owner, and their Immediate Families will each be bound by these post-
term competitive restrictions for two (2) years beginning on the effective date of this Agreement’s
termination or expiration. However, if a restricted person does not begin to comply with these
competitive restrictions immediately, the two (2) year restrictive period for the non-compliant party
will not start to run until the date on which that party begins to comply with the competitive
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restrictions (whether or not due to the entry of a court order enforcing this provision). The running
of the two (2) year restrictive period for a restricted person will be suspended whenever that
restricted person breaches this Section and will resume when that person resumes compliance.
Developer (and its owners) expressly acknowledges that it (and they) possesses skills and abilities
of a general nature and has other opportunities for exploiting these skills. Consequently,
Franchisor’s enforcing the covenants made in this Section will not deprive Developer (and its
owners) of personal goodwill or the ability to earn a living.

9.3 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 Section 9 is held unreasonable or
unenforceable by a court or agency having valid jurisdiction in an unappealed final decision to which
Franchisor is a party, Developer 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 in and made a part of this Section 9.

9.4 Developer understands and acknowledges that Franchisor shall have the right, in its sole
discretion, to reduce the scope of any covenant set forth in Section 9.2: of this Agreement, or any portion
thereof, without Developer's consent, effective immediately upon receipt by Developer of written notice
thereof, and Developer agrees that it shall comply forthwith with any covenant as so modified, which shall
be fully enforceable.

9.5 Franchisor shall have the right to require all of Developer's personnel performing
managerial or supervisory functions and all personnel receiving special training from Franchisor to execute
similar covenants in a form satisfactory to Franchisor.

9.6 In addition to the foregoing covenants, Developer shall be bound by and comply with the
covenants contained in each Franchise Agreement executed by Franchisor and Developer.

10. NOTICES

The parties hereto will give any notice required under this Agreement in writing and will send it:
(1) by registered or certified mail to the other party, return receipt requested; (2) by facsimile to Developer
at ( ) - and (702) 736-9878 for Franchisor, confirmed by receipt of facsimile
transmission; (3) by email to Developer to with copy to and
to Franchisor to ashleymorris@capriottis.com, or (4) by a nationally-recognized commercial courier service
for next business day delivery. Franchisor will address notices to Developer at the location of the
CAPRIOTTI'S SANDWICH SHOP restaurant that Developer is operating or the address at the start of this
Agreement until Developer designates a different address. All notices to Franchisor shall be addressed to
Capriotti's Sandwich Shop, Inc., 6056 South Durango Drive, Suite 100, Las Vegas, Nevada 89113.

11. MISCELLANEQOUS TERMS AND CONDITIONS

11.1  Severability. In the event any one (1) or more of the sections or clauses contained in this
Agreement shall, for any reason, be held to be invalid, illegal or unenforceable in any respect, such
invalidity, illegality or unenforceability shall not affect any other provision thereof, and this Agreement
shall be construed as though such invalid, illegal or unenforceable provision had never been contained
herein, and there shall be deemed substituted such other provision as will most nearly accomplish the intent
of the parties to the extent permitted by applicable law.

11.2  Governing Law. This Agreement is a Nevada contract and is to be interpreted and
construed exclusively in accordance with the laws of the State of Nevada, without regard to its conflict of
laws rules, except that any Nevada law regulating the offer or sale of franchises, business opportunities, or
similar interests, or governing the relationship between a franchisor and a franchisee or any similar
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relationship, will not apply unless its jurisdictional requirements are met independently without reference to
this Section.

11.3  Consent to Jurisdiction. Subject to the arbitration obligations in Section 11.8 below,
Developer and its owners agree that all judicial actions brought by Franchisor against Developer or its
owners, or by Developer or its owners against Franchisor, its affiliates, or their respective owners, officers,
directors, agents, or employees, must be brought exclusively in the state or federal court of general
jurisdiction located closest to where Franchisor has its principal business address when the action is
commenced. Developer and each of its owners irrevocably submit to the jurisdiction of such courts and
waive any objection they might have to either jurisdiction or venue. Despite the foregoing, Franchisor may
bring an action seeking a temporary restraining order or temporary or preliminary injunctive relief, or to
enforce an arbitration award, in any federal or state court in the state in which Developer resides or a
Franchised Restaurant is located.

11.4  Survival. This Agreement shall survive the death of the parties and the death of the heirs,
executors and/or assigns, personal representatives and successors-in-interests of the parties. This Agreement
shall supersede all prior agreements, representations, warranties and understandings between the parties
hereto with respect to development rights in the Designated Territory, except that nothing in this Agreement
is intended to disclaim any representations made in the Franchisor's Franchise Disclosure Document. Any
modification or waiver of any other of the provisions of this Agreement shall be effective only if made in
writing and executed with the same formality as this Agreement.

11.5 Legal Counsel. Each party hereto acknowledges that it has either received independent
legal advice prior to signing this Agreement or has been advised of its rights to have the same and has
elected not to retain an attorney. Each of the parties further declares that it has signed this Agreement freely
and voluntarily.

11.6  Cooperation. The parties hereto agree to execute any and all documents, papers or other
writings that are necessary to give full force and effect to this Agreement.

11.7  Effect of Waiver. The failure of either party to insist upon strict performance of any other
provisions of this Agreement shall not be construed as a waiver of any subsequent default of the same or
similar nature.

11.8  Arbitration of Disputes. The parties agree that, to the extent that any disputes cannot be
resolved directly between Developer and Franchisor, any action arising out of or relating to this Agreement,
the making, performance or interpretation of this Agreement, or the relationship between the parties shall be
resolved, except as elsewhere expressly provided in this Agreement, by binding arbitration, on demand of
either party, in accordance with the Federal Arbitration Act under the Commercial Arbitration Rules then
prevailing of the American Arbitration Association, including, without limitation, the Optional Rules for
Emergency Measures of Protection ("AAA"), and not under any state arbitration law. All proceedings
during the arbitration that require the parties’ physical presence will be conducted at a suitable location the
arbitrator chooses that is within ten (10) miles of where Franchisor has its principal business address when
the arbitration demand is filed. The arbitrator will have no authority to select a different hearing locale other
than as described in the prior sentence. Judgment on the arbitration award may be entered in any court of
competent jurisdiction. Developer and Franchisor agree that arbitration shall be conducted on an individual
basis, and may not be conducted on a class-wide, joint, or consolidated basis. The Federal Arbitration Act
shall apply to all arbitration questions. Any award by the arbitrator(s) shall be final, binding and non-
appealable, except for errors of law. Unless the parties agree in writing at the time an arbitration proceeding
is commenced to the identity of a single arbitrator, each party shall select one (1) arbitrator and the two (2)
arbitrators selected shall select a third arbitrator. The third arbitrator selected shall serve as the sole
arbitrator in the matter and shall have at least ten (10) years of experience in practicing franchise law as
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being their primary area of practice and their decision shall be binding. Developer understands that by
agreeing to arbitrate it gives up jury, appeal and other rights it might have in court. Developer knowingly
and voluntarily waives any right to litigate any dispute relating to this Agreement (except as otherwise
provided in this Agreement). Developer further knowingly and voluntarily waives any right to litigate
and/or arbitrate any dispute relating to this Agreement outside of ten (10) miles of where Franchisor has its
principal business address when the arbitration demand is filed.

Notwithstanding the provisions of this Section, Developer agrees that Franchisor, at its option, will
have the right to seek preliminary injunctive relief from a court of competent jurisdiction to restrain any
conduct by Developer that could materially damage the goodwill associated with the Marks, provided that if
Developer counters, as Developer may, by initiating AAA arbitration in the required forum, Franchisor
agrees to arbitrate the entire dispute thereafter except preliminary injunctive relief (and permanent
injunctive relief also, if Developer will not agree that the preliminary injunction shall remain effective
indefinitely until the arbitrator shall dissolve it), leaving the court action pending, if it chooses, to facilitate
enforcement. Developer agrees Franchisor will not be required to post a bond to obtain any injunctive relief
with respect to use of the Marks or use of Franchisor's trade secrets, including, but not limited to, recipes
and/or food preparation techniques.

FRANCHISOR AND DEVELOPER (AND DEVELOPER'S OWNERS AND
GUARANTORS) IRREVOCABLY WAIVE THE RIGHT TO TRIAL BY JURY AND THE RIGHT
TO PARTICIPATE IN ANY CLASS ACTION, WHETHER AT LAW OR IN EQUITY, BROUGHT
BY FRANCHISOR AND/OR DEVELOPER. FRANCHISOR AND DEVELOPER (AND
DEVELOPER'S OWNERS AND GUARANTORS) ACKNOWLEDGE THAT THEY MAKE THIS
WAIVER KNOWINGLY, VOLUNTARILY, WITHOUT DURESS, AND ONLY AFTER
CONSIDERING THIS WAIVER’S RAMIFICATIONS.

11.9  Limitations on Recovery. Developer agrees that the only person or entity from which it
may seek damages or any remedy for any dispute arising under this Agreement, including the breach of this
Agreement, is Franchisor, its successors or assigns. Developer agrees that it will not name Franchisor's
shareholders, directors, officers, employees or agents in any arbitration or legal action. Developer
acknowledges that Franchisor has relied on Developer's agreement to the provisions of this Section in
signing this Agreement.

11.10 Indemnification. As used in this Section, the phrase "Losses and Expenses" shall include,
without limitation, all losses, compensatory, exemplary or punitive damages, fines, charges, costs, lost
profits, attorneys' fees, accountants' fees, expert witness fees, expenses, court costs, settlement amounts,
judgments, compensation for damages to CAPRIOTTI'S SANDWICH SHOP'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,
public notices and other such amounts incurred in connection with the matters described.

(@) Franchisor shall not be liable by reason of any act or omission of Developer in its
conduct of the operation of its Franchised Restaurants or otherwise or for any
claim, cause of action or judgment arising therefrom against Developer or
Franchisor, except for claims caused by Franchisor's gross negligence and/or
intentional misconduct. Developer agrees to hold harmless, defend and indemnify
Franchisor and its officers, director, agents and employees ("Indemnitees") from
and against any and all losses, expenses, judgments, claims, attorneys' fees and
damages arising out of or in connection with any claim or cause of action in which
Franchisor shall be a named defendant and which arises, directly or indirectly, out
of the operation of, or in connection with, the Franchised Restaurants or
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Developer's activities under this Agreement, other than a claim resulting directly
from Franchisor's gross negligence or intentional misconduct.

(b) Developer shall promptly notify Franchisor of any action, suit, proceeding, claim,
demand, inquiry or investigation as described in Section 11.10(a). If Franchisor is
or may be named as a party in any such action, Franchisor may elect (but under no
circumstances will be obligated) to undertake the defense and/or settlement thereof.
No such undertaking by Franchisor shall, in any manner or form, diminish
Developer's obligation to indemnify Franchisor and to hold it harmless.

(©) With respect to any action, suit, proceeding, claim, demand, inquiry or
investigation, Franchisor may, at any time and without notice, in order to protect
persons or property or the reputation or goodwill of Franchisor or others, order,
consent or agree to any settlement or take any remedial or corrective action as
Franchisor deems expedient, if, in Franchisor's judgment, there are reasonable
grounds to believe that:

(i) any of the acts or circumstances enumerated in Section 11.10(a) have
occurred; or

(i) any act, error or omission of Developer may result directly or indirectly in
damage, injury or harm to any person or any property.

(d) All losses and expenses incurred under this Section shall be chargeable to and paid
by Developer pursuant to its obligations of indemnity hereunder, regardless of any
actions, activity or defense undertaken by Franchisor or the subsequent success or
failure of such actions, activity or defense.

(e) Under no circumstances shall the Indemnitees be required or obligated to seek
recovery from third parties or otherwise mitigate their losses in order to maintain a
claim against Developer. Developer agrees that the failure to pursue such recovery
or mitigate loss will in no way reduce the amounts recoverable by the Indemnitees
from Developer.

(H The Indemnitees assume no liability whatsoever for any acts, errors or omissions of
any persons with whom Developer may contract, regardless of the purpose.
Developer shall hold harmless and indemnify the Indemnitees and each of them for
all losses and expenses that may arise out of any acts, errors or omissions of such
third parties with whom Developer may contract.

11.11 Damages for Breach. In the event that Developer breaches any of the obligations set forth
herein or permits any default to continue after due notice, it shall be liable for all damages resulting
therefrom, as well as Franchisor's attorney's fees, costs of litigation and any other damages or remedies
determined as appropriate by an arbitrator or a court of competent jurisdiction. These damages are to be
deemed cumulative and in addition to any other rights or remedies to which Franchisor may be entitled.
Notwithstanding the forgoing, Developer shall not be liable for Franchisor's lost revenue, lost profits or
other expectancy damages resulting from Developer's faiture to perform as required by this Agreement.
However, nothing contained herein shall in any way limit Developer's liability for Franchisor's
consequential damages, resulting from Developer's conduct, including but not limited to, Developer's
breach of this Agreement. Under no circumstances will Developer receive a refund of the Development Fee.

EXCEPT FOR CLAIMS FRANCHISOR HAS FOR VIOLATIONS OF ITS
INTELLECTUAL PROPERTY RIGHTS, FRANCHISOR AND DEVELOPER (AND
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DEVELOPER'S OWNERS AND GUARANTORS, IF APPLICABLE), HEREBY WAIVE TO THE
FULLEST EXTENT PERMITTED BY LAW, ANY RIGHT TO OR CLAIM FOR ANY PUNITIVE
OR EXEMPLARY DAMAGES AGAINST THE OTHER AND AGREE THAT IN THE EVENT OF
A DISPUTE BETWEEN FRANCHISOR AND DEVELOPER EACH SHALL BE LIMITED

SOLELY TO THE RECOVERY OF ANY ACTUAL DAMAGES SUSTAINED BY THE NON-
BREACHING PARTY.

12. SUPERIORITY OF FRANCHISE AGREEMENT

For each CAPRIOTTI'S SANDWICH SHOP Franchised Restaurant developed in the Designated
Territory, a separate Franchise Agreement shall be executed and any individual franchise fee as prescribed
by Franchisor shall be paid to Franchisor. It is understood and agreed by Developer that any and all
Franchise Agreements executed in connection with CAPRIOTTI'S SANDWICH SHOP Franchised
Restaurants within the Designated Territory are independent of this Agreement. The continued existence of
any such Franchise Agreement shall not depend on the continuing existence of this Agreement. If any
conflict shall arise in connection with this Agreement and any Franchise Agreement executed within the

Designated Territory, the latter shall have precedence and superiority over the former (except as otherwise
provided in this Agreement).

13. DEVELOPER REPRESENTATIONS

13.1 DEVELOPER ACKNOWLEDGES THAT IT HAS CONDUCTED AN
INDEPENDENT INVESTIGATION OF THE PROPOSED FRANCHISE AND RECOGNIZES
THAT THE BUSINESS VENTURE CONTEMPLATED BY THIS AGREEMENT INVOLVES
BUSINESS RISKS AND THAT ITS SUCCESS WILL BE LARGELY DEPENDENT UPON THE
ABILITY OF DEVELOPER AS AN INDEPENDENT BUSINESSPERSON. FRANCHISOR
EXPRESSLY DISCLAIMS THE MAKING OF, AND DEVELOPER ACKNOWLEDGES THAT IT
HAS NOT RECEIVED, ANY WARRANTY, GUARANTEE OR REPRESENTATION OTHER
THAN AS SET FORTH IN THE FRANCHISE DISCLOSURE DOCUMENT, EXPRESS OR
IMPLIED, FROM ANY EMPLOYEE OR AGENT OF THE FRANCHISOR AS TO THE
POTENTIAL SALES VOLUMES, PROFITS OR LEVEL OF SUCCESS OF THE BUSINESS
VENTURE CONTEMPLATED BY THIS AGREEMENT OR THE SUITABILITY OF THE
APPROVED LOCATION OF THE FRANCHISED RESTAURANT. FRANCHISOR HAS NOT
REPRESENTED THAT (I) DEVELOPER WILL EARN, CAN EARN OR IS LIKELY TO EARN A
GROSS OR NET PROFIT, (II) FRANCHISOR HAS KNOWLEDGE OF THE RELEVANT
MARKET OR (III) THE MARKET DEMAND WILL ENABLE DEVELOPER TO EARN A
PROFIT FROM THE FRANCHISED RESTAURANT.

13.2 DEVELOPER ACKNOWLEDGES THAT IT RECEIVED A COPY OF THE
FRANCHISE DISCLOSURE DOCUMENT, THE ATTACHMENTS THERETO, AND THE
AGREEMENTS RELATED THERETO, IF ANY, AT LEAST FIFTEEN (15) CALENDAR DAYS
PRIOR TO THE DATE ON WHICH THIS AGREEMENT WAS SIGNED.

133 DEVELOPER ACCEPTS THE TERMS, CONDITIONS AND COVENANTS
CONTAINED IN THIS AGREEMENT AS BEING REASONABLE AND NECESSARY TO
MAINTAIN FRANCHISOR'S STANDARDS OF QUALITY, SERVICE AND UNIFORMITY AND
IN ORDER TO PROTECT AND PRESERVE THE GOODWILL OF THE MARKS. DEVELOPER
ACKNOWLEDGES THAT OTHER DEVELOPERS OF FRANCHISOR HAVE BEEN OR WILL
BE GRANTED DESIGNATED TERRITORIES AT DIFFERENT TIMES AND IN DIFFERENT
SITUATIONS. DEVELOPER FURTHER ACKNOWLEDGES THAT THE PROVISIONS OF THE
AREA DEVELOPMENT AGREEMENT PURSUANT TO WHICH SUCH DESIGNATED
TERRITORIES WERE GRANTED MAY VARY MATERIALLY FROM THOSE CONTAINED IN
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THIS AGREEMENT AND THAT DEVELOPER'S OBLIGATIONS ARISING HEREUNDER MAY
DIFFER SUBSTANTIALLY FROM OTHER DEVELOPERS.

13.4 DEVELOPER RECOGNIZES THAT THE SYSTEM MAY EVOLVE AND
CHANGE OVER TIME AND THAT THE OPERATION OF THE FRANCHISED RESTAURANT
INVOLVES SUBSTANTIAL RISK AND ITS SUCCESS IS DEPENDENT PRIMARILY UPON
THE BUSINESS ACUMEN AND EFFORTS OF DEVELOPER AND OTHER FACTORS BEYOND
FRANCHISOR'S CONTROL. DEVELOPER HAS CONDUCTED AN INDEPENDENT
INVESTIGATION OF THE FRANCHISE AND HAD AMPLE TIME AND OPPORTUNITY TO
CONSULT WITH INDEPENDENT PROFESSIONAL ADVISORS, INCLUDING BUT NOT
LIMITED TO LAWYERS AND ACCOUNTANTS, AND HAS NOT RELIED UPON ANY
EXPRESS OR IMPLIED GUARANTEE AS TO POTENTIAL VOLUMES, REVENUES, PROFITS
OR SUCCESS OF THE BUSINESS VENTURE CONTEMPLATED BY DEVELOPER. EVEN
THOUGH THIS AGREEMENT CONTAINS PROVISIONS REQUIRING DEVELOPER TO
OPERATE THE FRANCHISED RESTAURANT IN COMPLIANCE WITH FRANCHISOR'S
SYSTEM: (I) FRANCHISOR DOES NOT HAVE ACTUAL OR APPARENT AUTHORITY TO
CONTROL THE DAY-TO-DAY CONDUCT AND OPERATION OF DEVELOPER'S BUSINESS
OR EMPLOYMENT DECISIONS; AND (II) DEVELOPER AND FRANCHISOR DO NOT
INTEND FOR FRANCHISOR OR FRANCHISOR'S AFFILIATES TO INCUR ANY LIABILITY
IN CONNECTION WITH OR ARISING FROM ANY ASPECT OF FRANCHISOR'S SYSTEM OR
DEVELOPER'S USE OF THE SYSTEM OR THE OPERATION OF THE FRANCHISED
RESTAURANT, WHETHER OR NOT IN ACCORDANCE WITH THE REQUIREMENTS OF
THE MANUAL.

13.5 DEVELOPER ACKNOWLEDGES 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 GOVERNMENT OF THE UNITED STATES HAS
ADOPTED AND MAY IN THE FUTURE ADOPT OTHER ANTI-TERRORISM MEASURES
(THE "ANTI-TERRORISM MEASURES"). FRANCHISOR THEREFORE REQUIRES CERTAIN
REPRESENTATIONS AND WARRANTIES THAT THE PARTIES WITH WHOM IT DEALS
ARE NOT DIRECTLY OR INDIRECTLY INVOLVED IN TERRORISM. THEREFORE,
DEVELOPER HEREBY REPRESENTS AND WARRANTS THAT NEITHER DEVELOPER NOR
ANY OF ITS EMPLOYEES, AGENTS, REPRESENTATIVES OR, AS APPLICABLE, ITS
PRINCIPALS, MEMBERS, OFFICERS OR DIRECTORS, NOR ANY OTHER PERSON OR
ENTITY ASSOCIATED WITH DEVELOPER (EACH, INDIVIDUALLY, A "DEVELOPER
PARTY" AND COLLECTIVELY, THE "DEVELOPER PARTIES") IS:

(A) A PERSON OR ENTITY LISTED IN THE ANNEX TO THE EXECUTIVE
ORDER;

® A PERSON OR ENTITY OTHERWISE DETERMINED PURSUANT TO
THE EXECUTIVE ORDER TO HAVE COMMITTED ACTS OF
TERRORISM OR TO POSE A SIGNIFICANT RISK OF COMMITTING
ACTS OF TERRORISM (SUCH A PERSON OR ENTITY AND THOSE
PERSONS AND ENTITIES LISTED IN THE ANNEX TO THE
EXECUTIVE ORDER ARE REFERRED TO HEREIN AS
"TERRORISTS");

(9] A PERSON OR ENTITY WHO ASSISTS, SPONSORS OR WHO
SUPPORTS TERRORISTS OR ACTS OF TERRORISM ("SPONSORS OF
TERRORISM™"); OR
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D) OWNED OR CONTROLLED BY TERRORISTS OR SPONSORS OF
TERRORISM.

FURTHERMORE, DEVELOPER REPRESENTS AND WARRANTS THAT NEITHER
DEVELOPER NOR ANY DEVELOPER PARTY WILL, DURING THE TERM OF THIS
AGREEMENT, BECOME A PERSON OR ENTITY DESCRIBED IN CLAUSES (A)-(D) ABOVE.

13.6 DEVELOPER UNDERSTANDS FRANCHISOR RETAINS THE ABSOLUTE
RIGHT TO ENTER INTO AGREEMENTS WITH OTHER DEVELOPERS THAT MAY
CONTAIN DIFFERENT TERMS THAN THOSE CONTAINED HEREIN OR TO FORGIVE,
ABATE OR REDUCE FRANCHISE FEES AND MARKETING FUND OR LOCAL
ADVERTISING COOPERATIVE CONTRIBUTIONS IN SUCH MANNER AS FRANCHISOR
DEEMS IN FRANCHISOR'S BUSINESS JUDGMENT TO BE THE PROPER WAY TO

PROCEED.

IN WITNESS WHEREOPF, the parties have hereunto set their hands and seals the day and year
first above written.

CAPRIOTTI'S SANDWICH SHOP, INC.

By:
Name: Ashley Morris
Title: CEO

Date:

DEVELOPER:

(entity)

By:
Name:
Title:
Date:
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EXHIBIT A — to the Area Development Agreement

DESCRIPTION OF TERRITORY

By: By:

Title: Title:

Date: Date:
Exhibit A-1
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EXHIBIT B —to the Area Development Agreement

DEVELOPMENT SCHEDULE

Site Acceptance Opening Date Cumulative Number of Franchised
Date Restaurants To Be Open and Operating
On the Opening Date
By: By:
Title: Title:
Date: Date:
Exhibit B-1
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EXHIBIT C — to the Area Development Agreement

DEVELOPER GUARANTY AGREEMENT

FOR VALUE RECEIVED, and in consideration for, and as an inducement to Franchisor's
entering into the Area Development Agreement of even date herewith (the "Area Development
Agreement"), by and between Capriotti's Sandwich  Shop, Inc. ("Franchisor") and

. ("Developer™), the undersigned ("Guarantor") hereby, on behalf of itself,
its successors, assigns, heirs, administrators and general representatives, as the case may be, covenants and
agrees with Franchisor, its legal representatives, successors and assigns as follows:

(a) THAT, the undersigned will unconditionally guarantee to the Franchisor the
prompt and punctual payment of any and all monies due and owing or other amounts that may be or become
due to Franchisor from time to time under the Area Development Agreement and will duly perform all of
the covenants contained in the Area Development Agreement to be performed by Developer thereunder;
and, in addition, will pay all damages that may arise in consequence of a default by Developer under the
Area Development Agreement, not including lost profits, and all attorneys' fees and other costs that may be
incurred by Franchisor in enforcing Developer's covenants and agreements set forth in the Area
Development Agreement, or in enforcing the covenants and agreements of the undersigned herein;

1) THAT, the undersigned will unconditionally guarantee to Franchisor payment and
satisfaction of any claim which Franchisor may have against Developer for damages resulting from a
violation of any covenant or condition in the Area Development Agreement, including, but not limited to,
the covenant not to compete, unfair competition as defined under the Federal Trademark Act of 1946, as
amended, or under applicable state unfair competition laws, arising out of Developer's activities during the
course of, in connection with or upon the expiration or termination of the Area Development Agreement;

(©) THAT, at the option of Franchisor, the undersigned may be joined in any action or
proceeding commenced by Franchisor against Developer in connection with or based upon the Area
Development Agreement or any provision thereof, and that recovery may be had against the undersigned in
any such action or proceeding, or in any independent action or proceeding against the undersigned, without
any requirement that Franchisor or its respective successors or assigns first assert, prosecute or exhaust any
remedy or claim against Developer, its successors or assigns; such that the liability of the undersigned
hereunder shall be deemed primary;

(d) THAT, this Developer Guaranty Agreement shall be absolute, present and
unconditional and shall remain in full force and effect and extend to any renewal, extension, indulgence,
modification or amendment of the Area Development Agreement, and as to assignment, or other transfer of
Developer's interests under the Area Development Agreement, whether or not the undersigned shall have
had notice thereof;

(®) THAT, the validity of this Developer Guaranty Agreement and the obligations of
the undersigned hereunder shall in no way be terminated, limited, diminished, affected or impaired by
reason or any action which Franchisor might take or be forced to take against Developer, or by reason of
any waiver or failure to enforce any of the rights or remedies reserved to Franchisor in the Area
Development Agreement or otherwise;

® THAT, the obligations of the undersigned, if more than one party, shall be joint
and several and shall be fully valid and binding as against each signatory hereto individually whether or not
any other party or parties hereto have executed this Developer Guaranty Agreement;
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(2) THAT, the undersigned waives notice of any and all defaults under the Area
Development Agreement;

(h) THAT, in any action or proceeding brought on, under or by virtue of this
Developer Guaranty Agreement, the undersigned shall and does hereby waive trial by jury;

@) THAT, this Developer Guaranty Agreement shall survive the termination of,
expiration or cancellation of the Area Development Agreement; and

) THAT, any failure or election to take action against the undersigned pursuant to
this Developer Guaranty Agreement shall not in any way be deemed as a waiver of any rights of Franchisor
hereunder.

The use of the singular herein shall include the plural. Each term used in this Developer Guaranty
Agreement, unless otherwise defined herein, shall have the same meaning as when used in the Area
Development Agreement. This Developer Guaranty Agreement shall be governed by and construed in
accordance with the laws of the State of Nevada.

IN WITNESS WHEREOF, the undersigned has caused this Developer Guaranty Agreement to be
executed as of even date with the Area Development Agreement.

GUARANTOR

Individually

Date:

Exhibit C-2
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EXHIBIT D — to the Area Development Agreement

RESTRICTIVE COVENANT AS TO DEVELOPER OR
SHAREHOLDER OR DEVELOPER

The undersigned constituting the Developer, the Developer's Shareholder and their spouses
acknowledge that they are bound by the restrictive covenants as contained in Section 9 of the Area
Development Agreement dated , 20 .

The undersigned, in consideration of mutual promises of the parties, and in order to induce
Franchisor to execute the attached Area Development Agreement, hereby voluntarily enter into this
Restrictive Covenant.

DEVELOPER:

By:
Name:
Title:
Date:

SHAREHOLDER

By:
Name:
Title:
Date:

SHAREHOLDER'S SPOUSE

By:
Name:
Title:
Date:

Exhibit D-1
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EXHIBIT E — to the Area Development Agreement

INFORMATION CONCERNING SHAREHOLDERS AND OTHER

PERSONS SHAREHOLDERS
NAME ADDRESS PHONE STOCK
OWNED
EXECUTIVE OFFICERS
NAME ADDRESS PHONE STOCK
OWNED
BOARD OF DIRCTORS
NAME ADDRESS PHONE STOCK
OWNED
Exhibit E-1
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ADDENDUM TO
CAPRIOTTI’S SANDWICH SHOP, INC.
FRANCHISE DISCLOSURE DOCUMENT

The following are additional disclosures for the Capriotti’s Sandwich Shop, Inc.
Franchise Disclosure Document required by various state franchise laws. Each provision of these
additional disclosures will not apply unless, with respect to that provision, the jurisdictional
requirements of the applicable state franchise registration and disclosure law are met
independently without reference to these additional disclosures.

CALIFORNIA

1. 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.

2. Neither the franchisor nor any person in Item 2 of the Disclosure Document is
subject to any currently-effective order of any national securities association or exchange, as
defined in the Securities Exchange Act of 1934, 15 U.S.C.A. 78a et seq., suspending or expelling
such person from membership in such association or exchange.

3. OUR WEBSITE, www.capriottis.com, HAS NOT BEEN REVIEWED OR
APPROVED BY THE CALIFORNIA DEPARTMENT OF BUSINESS OVERSIGHT. ANY
COMPLAINTS CONCERNING THE CONTENT OF THE WEBSITE MAY BE DIRECTED
TO THE CALIFORNIA DEPARTMENT OF BUSINESS OVERSIGHT AT www.dbo.ca.gov.

4. The following paragraphs are added at the end of Item 17 of the Disclosure
Document:

California Law Regarding Termination and Nonrenewal. California Business and
Professions Code Sections 20000 through 20043 provide rights to franchisees
concerning transfer, termination, or nonrenewal of a franchise. If the Franchise
Agreement contains any provision that is inconsistent with the law, the law will

control.

Post-Termination Noncompetition Covenants. The Franchise Agreement and Area
Development Agreement contain a covenant not to compete that extends beyond
the termination of the franchise. This provision might not be enforceable under

California law.

Applicable Law. The Franchise Agreement and Area Development Agreement
require application of the laws of the State of Nevada. This provision might not be
enforceable under California law.

The Franchise Agreement and Area Development Agreement provide for
termination upon insolvency, bankruptcy, or re-organization. This provision
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might not be enforceable under federal bankruptcy law (11 U.S.C.A. Sections 101
et seq.).

Material Modification. Section 31125 of the Franchise Investment Law requires
us to give you a disclosure document approved by the Commissioner of Business
Oversight before we ask you to consider a material modification of your franchise
agreement.

Release. You must sign a general release of claims if you renew or transfer your
franchise. California Corporations Code section 31512 voids a waiver of your
rights under the Franchise Investment Law (California Corporations Code
Sections 31000 through 31516). Business and Professions Code Section 20010
voids a waiver of your rights under the Franchise Relations Act (Business and
Professions Code Sections 20000 through 20043).

The Franchise Agreement and Area Development Agreement require binding
arbitration. Arbitration will occur where we have our principal business address
when the arbitration demand is filed (it currently is in Las Vegas, Nevada), with
each party bearing its own costs. 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.
ILLINOIS
1. The following statements are added to the end of Item 17:

Except for the Federal Arbitration Act that applies to arbitration, Illinois law
governs the Franchise Agreement and Area Development Agreement.

In conformance with Section 4 of the Illinois Franchise Disclosure Act, any
provision in a franchise agreement that designates jurisdiction and venue in a
forum outside of the State of Illinois is void. However, a franchise agreement may
provide for arbitration to take place outside of Illinois.

Franchisees’ rights upon termination and non-renewal are set forth in Sections 19
and 20 of the Illinois Franchise Disclosure Act.

In conformance with Section 41 of the Illinois Franchise Disclosure Act, any
condition, stipulation or provision purporting to bind any person acquiring any
franchise to waive compliance with the Illinois Franchise Disclosure Act or any
other law of Illinois is void.
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MARYLAND

1. The “Summary” sections of Items 17(c) and (m) in the Franchise Agreement chart
in the Franchise Disclosure Document, captioned “Requirements for you to renew or extend” and
“Conditions for our approval of transfer,” are amended by adding the following:

The general release required as a condition of renewal, sale, and/or
assignment/transfer will not apply to any liability under the Maryland Franchise
Registration and Disclosure Law.

2. The “Summary” section of Item 17(h) in both the Franchise Agreement and Area
Development Agreement charts in the Franchise Disclosure Document, captioned “‘Cause’
defined — non-curable defaults,” is amended by adding the following:

The Agreement provides for termination upon your insolvency. This provision
might not be enforceable under federal bankruptcy law (11 U.S.C. Sections 101 et
seq.), but we will enforce it to the extent enforceable.

3. The “Summary” section of Item 17(v) in both the Franchise Agreement and Area
Development Agreement charts in the Franchise Disclosure Document, captioned “Choice of
forum,” is amended to read as follows:

Subject to arbitration requirements, litigation generally must be in courts located
closest to where we have our principal business address when the action is
commenced (it currently is in Las Vegas, Nevada), although you may, subject to
your arbitration obligations, commence a lawsuit against us in Maryland for
claims arising under the Maryland Franchise Registration and Disclosure Law.

4. The “Summary” section of Item 17(w) in both the Franchise Agreement and Area
Development Agreement charts in the Franchise Disclosure Document, captioned “Choice of
law,” is amended to read as follows:

Except for federal law and claims arising under the Maryland Franchise
Registration and Disclosure Law, Nevada law applies.

5. The following is added at the end of the charts in Item 17 of the Franchise
Disclosure Document:

Any claims arising under the Maryland Franchise Registration and Disclosure
Law must be brought within 3 years after the grant of the franchise.

MINNESOTA

1. The following paragraphs are added at the end of the charts in Item 17 of the
Franchise Disclosure Document:
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With respect to franchises governed by Minnesota law, we will comply with
Minn. Stat. Sec. 80C.14, Subds. 3, 4, and 5 which require, except in certain
specified cases, that you be given 90 days’ notice of termination (with 60 days to
cure) and 180 days’ notice for non-renewal of the franchise agreement.

Minnesota Statutes, Section 80C.21 and Minnesota Rule 2860.4400(J) prohibit us
from requiring litigation to be conducted outside Minnesota, requiring waiver of a
jury trial, or requiring you to consent to liquidated damages, termination penalties
or judgment notes. In addition, nothing in the Franchise Disclosure Document or
agreements can abrogate or reduce any of your rights as provided for in
Minnesota Statutes, Chapter 80C or your rights to any procedure, forum, or
remedies provided for by the laws of the jurisdiction.

Any release as a condition of renewal and/or assignment/transfer will not apply to
the extent prohibited by applicable law with respect to claims arising under Minn.
. Rule 2860.4400D.

NEW YORK

1. The following information is added to the cover page of the Franchise Disclosure
Document:

INFORMATION COMPARING FRANCHISORS IS AVAILABLE. CALL
THE STATE ADMINISTRATORS LISTED IN EXHIBIT A OR YOUR
PUBLIC LIBRARY FOR SOURCES OF INFORMATION.
REGISTRATION OF THIS FRANCHISE BY NEW YORK STATE DOES
NOT MEAN THAT NEW YORK STATE RECOMMENDS IT OR HAS
VERIFIED THE INFORMATION IN THIS FRANCHISE DISCLOSURE
DOCUMENT. IF YOU LEARN THAT ANYTHING IN THE FRANCHISE
DISCLOSURE DOCUMENT IS UNTRUE, CONTACT THE FEDERAL
TRADE COMMISSION AND NEW YORK STATE DEPARTMENT OF
LAW, BUREAU OF INVESTOR PROTECTION AND SECURITIES, 28
LIBERTY STREET, 21ST FLOOR, NEW YORK, NEW YORK 10005. THE
FRANCHISOR MAY, IF IT CHOOSES, NEGOTIATE WITH YOU
ABOUT ITEMS COVERED IN THE FRANCHISE DISCLOSURE
DOCUMENT. HOWEVER, THE FRANCHISOR CANNOT USE THE
NEGOTIATING PROCESS TO PREVAIL UPON A PROSPECTIVE
FRANCHISEE TO ACCEPT TERMS WHICH ARE LESS FAVORABLE
THAN THOSE SET FORTH IN THIS FRANCHISE DISCLOSURE
DOCUMENT.

2. The following is added to the end of Item 3:
Except as provided above, with regard to the franchisor, its predecessor, a person

identified in Item 2, or an affiliate offering franchises under the franchisor’s
principal trademark:
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A. No such party 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. No such party has pending actions, other than routine litigation incidental
to the business, which are significant in the context of the number of
franchisees and the size, nature or financial condition of the franchise
system or its business operations.

C. No such party has been convicted of a felony or pleaded nolo contendere
to a felony charge or, within the 10 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, antifraud, or securities law; fraud;
embezzlement; fraudulent conversion or misappropriation of property; or
unfair or deceptive practices or comparable allegations.

D. No such party is 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 is 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 in such association or exchange; or is 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 limitation, actions affecting a license as a
real estate broker or sales agent.

3. The following is added to the end of Item 4:

Neither the franchisor; its affiliate, its predecessor, officers, or general partner
during the 10-year period immediately before the date of the offering circular: (a)
filed as debtor (or had filed against it) a petition to start an action under the U.S.
Bankruptcy Code; (b) obtained a discharge of its debts under the bankruptcy code;
or (c) was a principal officer of a company or a general partner in a partnership
that either filed as a debtor (or had filed against it) 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 1 year after that officer or general partner
of the franchisor held this position in the company or partnership.
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4, The following is added to the end of Item 5:

The initial franchise fee constitutes part of our general operating funds and will be
used as such in our discretion.

5. The following is added to the end of the “Summary” sections of Item 17(c), titled
“Requirements for franchisee to renew or extend,” and Item 17(m), entitled “Conditions for
franchisor approval of transfer”:

However, to the extent required by applicable law, all rights you enjoy and any
causes of action arising in your favor from the provisions of Article 33 of the
General Business Law of the State of New York and the regulations issued
thereunder shall remain in force; it being the intent of this proviso that the non-
waiver provisions of General Business Law Sections 687.4 and 687.5 be satisfied.

6. The following language replaces the “Summary” section of Item 17(d), titled
“Termination by franchisee™:

You may terminate the agreement on any grounds available by law.

7. The following is added to the end of the “Summary” section of Item 17(j), titled
“Assignment of contract by franchisor™

However, no assignment will be made except to an assignee who in good faith
and judgment of the franchisor, is willing and financially able to assume the
franchisor’s obligations under the Franchise Agreement.

8. The following is added to the end of the “Summary” sections of Ttem 17(v), titled
“Choice of forum”, and Item 17(w), titled “Choice of law”:

The foregoing choice of law should not be considered a waiver of any right
conferred upon the franchisor or upon the franchisee by Article 33 of the General

Business Law of the State of New York.

NORTH DAKOTA

l. The “Summary” sections of Items 17(c) and 17(m) in the Franchise Agreement
chart in the Franchise Disclosure Document are amended by adding the following:

However, any release required as a condition of renewal and/or
assignment/transfer will not apply to the extent prohibited by the North Dakota
Franchise Investment Law.

2. The “Summary” section of Item 17(i) in the Franchise Agreement chart in the
Franchise Disclosure Document is amended by adding the following:
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The Commissioner has determined termination or liquidated damages to be
unfair, unjust and inequitable within the intent of Section 51-19-09 of the North
Dakota Franchise Investment Law. However, we and you agree to enforce these
provisions to the extent the law allows.

3. The “Summary” section of Item 17(r) in both the Franchise Agreement and Area
Development Agreement charts in the Franchise Disclosure Document is amended by adding the

following:

Covenants not to compete such as those mentioned above generally are
considered unenforceable in North Dakota. However, we will seek to enforce
them to the extent enforceable.

4. The “Summary” section of Item 17(v) in both the Franchise Agreement and Area
Development Agreement charts in the Franchise Disclosure Document is amended by adding the

following:

To the extent required by the North Dakota Franchise Investment Law, but
subject to your arbitration obligations, you may bring an action in North Dakota.

5. The “Summary” section of Item 17(w) in both the Franchise Agreement and Area
Development Agreement charts in the Franchise Disclosure Document is amended by adding the

following:

Except for federal law, North Dakota law applies.

RHODE ISLAND

1. The “Summary” section of Item 17(v) in both the Franchise Agreement and Area
Development Agreement charts in the Franchise Disclosure Document is amended to read as

follows:

Subject to arbitration requirements, litigation generally must be in courts closest
to where we have our principal business address when the action is commenced
(it currently is in Las Vegas, Nevada), except that, to the extent required by
applicable law, but subject to your arbitration obligations, you may bring an
action in Rhode Island for claims arising under the Rhode Island Franchise

Investment Act.

2. The “Summary” section of Item 17(w) in both the Franchise Agreement and Area
Development Agreement charts in the Franchise Disclosure Document is deleted in its entirety
and replaced with the following:

Except for federal law, and except as required by the Rhode Island Franchise
Investment Act, Nevada law applies.
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VIRGINIA

1. The “Summary” section of Item 17(h) in the Franchise Agreement chart in the
Franchise Disclosure Document is amended by adding the following:

Pursuant to Section 13.1-564 of the Virginia Retail Franchising Act, it is unlawful
for a franchisor to use undue influence to induce a franchisee to surrender any
rights given to him under the franchise. If any provision of the franchise
agreement involves the use of undue influence by the.franchisor to induce a
franchisee to surrender any rights given to him under the franchise, that provision
may not be enforceable. Pursuant to Section 13.1-564 of the Virginia Retail
Franchising Act, it is unlawful for a franchisor to cancel a franchise without
reasonable cause. If any ground for default or termination stated in the Franchise
Agreement does not constitute “reasonable cause,” as that term may be defined in
the Virginia Retail Franchising Act or the laws of Virginia, that provision may not
be enforceable.

WASHINGTON

1. The following paragraph is added to the end of Item 17:

If any of the provisions in this disclosure document or the Franchise Agreement
are inconsistent with the relationship provisions of Revised Code of Washington
Section 19.100.180 or any other requirements of the Washington Franchise
Investment Protection Act (the “Act”), then (if the Act applies by its terms) the
provisions of the Act will prevail over the inconsistent terms of the disclosure
document and/or Franchise Agreement for any franchises sold in Washington.
However, we and you agree to enforce the Franchise Agreement’s provisions to
the extent the law allows.
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THE FOLLOWING PAGES IN THIS EXHIBIT ARE
STATE-SPECIFIC RIDERS TO THE
FRANCHISE AGREEMENT
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RIDER TO THE CAPRIOTTT’S SANDWICH SHOP, INC.
FRANCHISE AGREEMENT FOR USE IN ILLINOIS

This Rider (the “Rider”) is made this , 20, by and between
CAPRIOTTI’S SANDWICH SHOP, INC., a Nevada corporation having its principal place of
business at 6056 South Durango Drive, Suite 100, Las Vegas, Nevada 89113 (“Franchisor’), and

, a corporation having its principal place of

business at (“Franchisee™).
l. BACKGROUND. Franchisor and Franchisee are parties to that certain Franchise
Agreement dated , 20 that has been signed at the same time as

this Rider (the “Franchise Agreement”). This Rider is annexed to and forms part of the Franchise
Agreement. This Rider is being signed because (a) any of the franchise offer or sales activity
occurred in Illinois and the Franchised Restaurant that Franchisee will operate under the
Franchise Agreement will be located in Illinois, and/or (b) Franchisee is a resident of Illinois.

2. GOVERNING LAW. Section 21 of the Franchise Agreement is deleted and
replaced with the following:

Except for the Federal Arbitration Act that applies to arbitration, Illinois
law governs the Franchise Agreement.

3. CONSENT TO JURISDICTION. Section 27 of the Franchise Agreement is
deleted in its entirety and replaced with the following language:

In conformance with Section 4 of the Illinois Franchise Disclosure Act,
any provision in a franchise agreement that designates jurisdiction and
venue in a forum outside of the State of Illinois is void. However, a
franchise agreement may provide for arbitration to take place outside of
Illinois.

4. WAIVER OF PUNITIVE DAMAGES AND JURY TRIAL. The following
language is added to the end of Sections 18 and 26 of the Franchise Agreement:

However, this Section shall not act as a condition, stipulation, or provision
purporting to bind any person acquiring any franchisee to waive
compliance with any provision of the Illinois Franchise Disclosure Act at
Section 705/41 or llinois Regulations at Section 200.609.

5. ILLINOIS FRANCHISE DISCLOSURE ACT. The following language is added
as Section 33 of the Franchise Agreement.

33.  Ilinois Franchise Disclosure Act. In conformance with Section
41 of the Illinois Franchise Disclosure Act, any condition, stipulation, or
provision purporting to bind any person acquiring any franchise to waive
compliance with any provision of the Act or any other law of Illinois is
void. However, that Section shall not prevent any person from entering
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into a settlement agreement or executing a general release regarding a
potential or actual lawsuit filed under any provision of the Act, nor shall it
prevent the arbitration of any claim pursuant to the provisions of Title 9 of
the United States Code.

IN WITNESS WHEREOF, each party has caused its duly authorized representative to sign and
deliver this Rider on the date first above written.

FRANCHISEE: CAPRIOTTI’'S SANDWICH SHOP, INC.
By: By:
Name: Name:
Title: Title:
Date: Date:
2
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RIDER TO THE CAPRIOTTI’S SANDWICH SHOP, INC.
FRANCHISE AGREEMENT FOR USE IN MARYLAND

This Rider (the “Rider”) is made this , 20, by and between
CAPRIOTTI’S SANDWICH SHOP, INC., a Nevada corporation having its principal place of
business at 6056 South Durango Drive, Suite 100, Las Vegas, Nevada 89113 (“Franchisor”), and

, a corporation having its principal place of

business at (“Franchisee™).
1. BACKGROUND. Franchisor and Franchisee are parties to that certain Franchise
Agreement dated , 20__that has been signed at the same time as

this Rider (the “Franchise Agreement”). This Rider is annexed to and forms part of the Franchise
Agreement. This Rider is being signed because (a) Franchisee is a resident of the State of
Maryland, and/or (b) Franchisee’s Franchised Restaurant will be located or operated in
Maryland.

2. RELEASES. Sections 2 and 12 of the Franchise Agreement are amended by
adding the following;:

The general release required as a condition of renewal, sale, and/or
assignment/transfer will not apply to any liability under the Maryland
Franchise Registration and Disclosure Law.

3. TERMINATION. Section 10.1(1) of the Franchise Agreement is amended by
adding the following:

Termination upon bankruptcy might not be enforceable under federal
bankruptcy law (11 U.S.C. Sections 101 et seq.), but Franchisor intends to
enforce this provision to the extent enforceable.

4. GOVERNING LAW. Section 21 of the Franchise Agreement is amended by
adding the following language:

Despite anything to the contrary stated above, Maryland law will apply to
claims arising under the Maryland Franchise Registration and Disclosure
Law.

5. CONSENT TO JURISDICTION. Section 27 of the Franchise Agreement is
amended by adding the following language:

However, subject to Franchisee’s arbitration obligations, nothing in this
Section affects Franchisee’s right under the Maryland Franchise
Registration and Disclosure Law to bring a lawsuit in Maryland for claims
arising under that law.

6. LIMITATION OF CLAIMS. Section 28 of the Franchise Agreement is amended
by adding the following language:
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Any limitation of claims will not act to reduce the three (3) year statute of
limitations afforded Franchisee for bringing a claim under the Maryland
Franchise Registration and Disclosure Law.

7. NON-WAIVER. The following language is added to the end of Section 32 of the
Franchise Agreement:

Such representations 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, each party has caused its duly authorized representative to sign and
deliver this Rider on the date first above written.

FRANCHISEE: CAPRIOTTI’S SANDWICH SHOP, INC.
By: By:
Name: Name:
Title: Title:
Date: Date:
2
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RIDER TO THE CAPRIOTTI’S SANDWICH SHOP, INC.
FRANCHISE AGREEMENT FOR USE IN MINNESOTA

This Rider (the “Rider”) is made this , 20, by and between
CAPRIOTTI’S SANDWICH SHOP, INC., a Nevada corporation having its principal place of
business at 6056 South Durango Drive, Suite 100, Las Vegas, Nevada 89113 (“Franchisor”), and

, @ corporation having its principal place of

business at (“Franchisee™).
1. BACKGROUND. Franchisor and Franchisee are parties to that certain Franchise
Agreement dated , 20 that has been signed at the same time as

this Rider (the “Franchise Agreement”). This Rider is annexed to and forms part of the Franchise
Agreement. This Rider is being signed because (a) the Franchised Restaurant that Franchisee will
operate under the Franchise Agreement will be located in Minnesota, and/or (b) any of the
franchise offer or sales activity occurred in Minnesota.

2. INDEMNIFICATION FOR USE OF MARKS. The following sentence is added
to the end of Section 5 of the Franchise Agreement:

Provided Franchisee has complied with all provisions of this Agreement
applicable to the Marks, Franchisor will protect Franchisee’s right to use
the Marks and will indemnify Franchisee from any loss, costs, or expenses
arising out of any claims, suits, or demands regarding Franchisee’s use of
the Marks in accordance with Minn. Stat. Sec. 80C 12, Subd. 1(g).

3. RELEASES. The following is added to the end of Sections 2 and 12 of the
Franchise Agreement:

Any release requited as a condition of renewal, sale and/or
assignment/transfer will not apply to the extent prohibited by the
Minnesota Franchises Law.

4. TERMINATION. The following is added to the end of Sections 2 and 10 of the
Franchise Agreement:

However, with respect to franchises governed by Minnesota law,
Franchisor will comply with Minn. Stat. Sec. 80C.14, Subds. 3, 4 and 5
which require, except in certain specified cases, that Franchisee be given
90 days’ notice of termination (with 60 days to cure) and 180 days’ notice
of non-renewal of this Agreement.

5. GOVERNING LAW. The following statement is added at the end of Section 21
of the Franchise Agreement:
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Nothing in this Agreement will abrogate or reduce any of Franchisee’s
rights under Minnesota Statutes Chapter 80c or Franchisee’s right to any
procedure, forum, or remedies that the laws of the jurisdiction provide.

6. CONSENT TO JURISDICTION. The following language is added to the end of
Section 27 of the Franchise Agreement:

Notwithstanding the foregoing, Minn. Stat. Sec. 80c.21 and Minn. Rule
2860.4400; prohibit Franchisor, except in certain specified cases, from requiring
litigation to be conducted outside of Minnesota. Nothing in this agreement will
abrogate or reduce any of Franchisee’s rights under Minnesota Statutes Chapter
80c or Franchisee’s rights to any procedure, forum, or remedies that the laws of
the jurisdiction provide.

7. WAIVER OF PUNITIVE DAMAGES. If and then only to the extent required by
the Minnesota Franchises Law, Section 18 of the Franchise Agreement is deleted.

8. WAIVER OF JURY TRIAL. If and then only to the extent required by the
Minnesota Franchises Law, the last paragraph of Section 26 of the Franchise Agreement is
deleted.

9. INJUNCTIVE RELIEF. The second to the last paragraph of Section 26 of the
Franchise Agreement is deleted and replaced with the following:

With understanding of the provisions of the above paragraph, Franchisee
agrees that Franchisor, at its option, will have the right to seek preliminary
injunctive relief from a court of competent jurisdiction to restrain any
conduct by Franchisee in the development or operation of the Franchised
Restaurant that could materially damage the goodwill associated with the
Marks, provided that if Franchisee counters, by initiating AAA arbitration
in the required forum, Franchisor agrees to arbitrate the entire dispute
from that point on, except preliminary injunctive relief (and permanent
injunctive relief also, if Franchisee will not agree that the preliminary
injunction shall remain effective indefinitely until the arbitrator shall
dissolve it), leaving the court action pending, if it chooses, to facilitate
enforcement. A court will determine if a bond is required to obtain any
injunctive relief with respect to use of the Marks or use of Franchisor’s
trade secrets, including, but not limited to, recipes and/or food preparation
techniques.

10. LIMITATION OF CLAIMS; NO IMPLIED COVENANT. The following is
added to the end of Section 28 of the Franchise Agreement:

Minnesota law provides that no action may be commenced under Minn.
Stat. Sec. 80C.17 more than 3 years after the cause of action accrues.
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IN WITNESS WHEREOF, each party has caused its duly authorized representative to sign and
deliver this Rider on the date first above written.

FRANCHISEE: CAPRIOTTI’'S SANDWICH SHOP, INC.
By: By:
Name: Name:
Title: Title:
Date: Date:
3
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RIDER TO THE CAPRIOTTI’S SANDWICH SHOP, INC.
FRANCHISE AGREEMENT FOR USE IN NEW YORK

This Rider (the “Rider”) is made this , 20, by and between
CAPRIOTTI’S SANDWICH SHOP, INC., a Nevada corporation having its principal place of
business at 6056 South Durango Drive, Suite 100, Las Vegas, Nevada 89113 (“Franchisor”), and

, a corporation having its principal place of

business at (“Franchisee™).

1. BACKGROUND. Franchisor and Franchisee are parties to that certain Franchise
Agreement dated , 20__ that has been signed at the same time as
this Rider (the “Franchise Agreement™). This Rider is annexed to and forms part of the Franchise
Agreement. This Rider is being signed because (a)the offer or sale of the franchise for the
Franchised Restaurant that Franchisee will operate under the Franchise Agreement was made in
New York, and/or (b) the Franchisee is a resident of New York and the Franchised Restaurant

will be located in New York.

2. RELEASES. The following is added to the end of Sections 2 and 12 of the
Franchise Agreement:

Provided, however, that to the extent required by Article 33 of the General
Business Law of the State of New York, all rights you enjoy and any causes of
action arising in your favor from the provisions of Article 33 of the General
Business Law of the State of New York and the regulations issued thereunder
shall remain in force; it being the intent of the proviso that the non-waiver
provisions of GBL 687 and 687.5 be satisfied.

3. TERMINATION. The following is added to the end of Sections 2 and 10 of the
Franchise Agreement:

You may terminate the Franchise Agreement on any grounds available by law
under the provisions of Article 33 of the General Business Law of the State of

New York.

4. GOVERNING LAW/CONSENT TO JURISDICTION. The following statement
is added at the end of Sections 21 and 27 of the Franchise Agreement:

However, to the extent required by Article 33 of the General Business Law of the
State of New York, this Section shall not be considered a waiver of any right
conferred upon you by the provisions of Article 33 of the General Business Law
of the State of New York and the regulations issued thereunder.

5. LIMITATION OF CLAIMS: NO IMPLIED COVENANT. The following
is added to the end of Section 28 of the Franchise Agreement:

To the extent required by Article 33 of the General Business Law of the State of
New York, all rights and any causes of action arising in your favor from the

Capriotti's State Pages (2019)
EAST\166077885.2



provisions of Article 33 of the General Business Law of the State of New York
and the regulations issued thereunder shall remain in force; it being the intent of
this provision that the non-waiver provisions of GBL Sections 687.4 and 687.5 be
satisfied.

IN WITNESS WHEREOF, each party has caused its duly authorized representative to sign and
deliver this Rider on the date first above written.

FRANCHISEE: CAPRIOTTI’S SANDWICH SHOP, INC.
By: By:
Name: Name:
Title: Title:
Date: Date:
2
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RIDER TO THE CAPRIOTTI’S SANDWICH SHOP, INC.
FRANCHISE AGREEMENT FOR USE IN NORTH DAKOTA

This Rider (the “Rider”) is made this , 20, by and between
CAPRIOTTI’S SANDWICH SHOP, INC., a Nevada corporation having its principal place of
business at 6056 South Durango Drive, Suite 100, Las Vegas, Nevada 89113 (“Franchisor”), and

, a corporation having its principal place of

business at (“Franchisee™).
l. BACKGROUND. Franchisor and Franchisee are parties to that certain Franchise
Agreement dated , 20__that has been signed at the same time as

this Rider (the “Franchise Agreement”). This Rider is annexed to and forms part of the Franchise
Agreement. This Rider is being signed because (a) Franchisee is a resident of North Dakota and
the Franchised Business that Franchisee will operate under the Franchise Agreement will be
located or operated in North Dakota, and/or (b) any of the franchise offer or sales activity
occurred in North Dakota.

2. RELEASES. The following is added to the end of Sections 2 and 12 of the
Franchise Agreement:

(Any release executed will not apply to the extent otherwise prohibited by
applicable law with respect to claims arising under the North Dakota

Franchise Investment Law.)

3. COVENANT NOT TO COMPETE. Section 6 of the Franchise Agreement is
amended by adding the following:

Covenants not to compete such as those mentioned above are generally
considered unenforceable in the State of North Dakota. However, you
acknowledge and agree that we intend to seek enforcement of these
provisions to the extent allowed under the law.

4. GOVERNING LAW. The following language is added to the end of Section 21 of
the Franchise Agreement:

Notwithstanding the foregoing, to the extent required by the North Dakota
Franchise Investment Law, North Dakota law will apply to this Agreement.

5. ARBITRATION. The second sentence of Section 26 of the Franchise Agreement
is amended to read as follows:

All proceedings during the arbitration that require the parties’ physical
presence will be conducted at a suitable location the arbitrator chooses
that is within ten (10) miles of where Franchisor has its principal business
address when the arbitration demand is filed, provided, however, that to
the extent required by the North Dakota Franchise Investment Law (unless
such a requirement is preempted by the Federal Arbitration Act),
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arbitration proceedings will be held at a site to which Franchisor and
Franchisee agree.

6. CONSENT TO JURISDICTION. The following language is added to the end of
Section 27 of the Franchise Agreement:

However, to the extent required by applicable law, but subject to Franchisee’s
arbitration obligations, Franchisee may bring an action in North Dakota.

7. WAIVER OF JURY TRIAL. If and then only to the extent required by the North
Dakota Franchise Investment Law, the last paragraph of Section 21 of the Franchise Agreement
is deleted.

IN WITNESS WHEREOF, each party has caused its duly authorized representative to sign and
deliver this Rider on the date first above written.

FRANCHISEE: CAPRIOTTI’S SANDWICH SHOP, INC.
By: By:
Name: Name:
Title: Title:
Date: Date:
2
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RIDER TO THE CAPRIOTTI’S SANDWICH SHOP, INC.
FRANCHISE AGREEMENT FOR USE IN RHODE ISLAND

This Rider (the “Rider”) is made this , 20, by and between
CAPRIOTTI’S SANDWICH SHOP, INC., a Nevada corporation having its principal place of
business at 6056 South Durango Drive, Suite 100, Las Vegas, Nevada 89113 (“Franchisor”), and

, a corporation having its principal place of

business at (“Franchisee™).

1. BACKGROUND. Franchisor and Franchisee are parties to that certain Franchise
Agreement dated , 20 that has been signed at the same time as
this Rider (the “Franchise Agreement”). This Rider is annexed to and forms part of the Franchise
Agreement. This Rider is being signed because (a) Franchisee is domiciled in Rhode Island and
the Franchised Business that Franchisee will operate under the Franchise Agreement will be
located in Rhode Island, and/or (b) any of the franchise offer or sales activity occurred in Rhode

Island.

2. GOVERNING LAW. Section 21 of the Franchise Agreement is deleted and
replaced with the following:

Except to the extent governed by the United States Trademark Act of 1946
(Lanham Act, 15 U.S.C. sections 1051 et seq.) or other federal law, this
Agreement and all claims arising from the relationship between
Franchisor and Franchisee will be governed by the laws of the state of
Nevada, without regard to its conflict of laws principles, except that: (1)
any Nevada law regulating franchise offers and sales or governing the
Franchisor-Franchisee relationship will not apply unless its jurisdictional
requirements are met independently without reference to this section; and
(2) to the extent required by applicable law, Rhode Island law will apply
to claims arising under the Rhode Island Franchise Investment Act.

3. CONSENT TO JURISDICTION. The following language is added to the end of
Section 27 of the Franchise Agreement:

Nonetheless, subject to Franchisee’s arbitration obligations, Franchisee
has the right under the Rhode Island Franchise Investment Act to sue in
Rhode Island for claims arising under that law.

[Signature Page Follows]
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IN WITNESS WHEREOF, each party has caused its duly authorized representative to sign and
deliver this Rider on the date first above written.
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FRANCHISEE: ‘ CAPRIOTTI’S SANDWICH SHOP, INC.

By: By:

Name: Name:

Title: Title:

Date: Date:
|
|
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RIDER TO THE CAPRIOTTI’S SANDWICH SHOP, INC.
- FRANCHISE AGREEMENT FOR USE IN WASHINGTON

This Rider (the “Rider”) is made this , 20, by and between
CAPRIOTTI’S SANDWICH SHOP, INC., a Nevada corporation having its principal place of
business at 6056 South Durango Drive, Suite 100, Las Vegas, Nevada 89113 (“Franchisor”), and
a corporation having its principal place of
(“Franchisee™).

2

business at

1. BACKGROUND. Franchisor and Franchisee are parties to that certain Franchise
Agreement dated , 20__ that has been signed at the same time as
this Rider (the “Franchise Agreement”). This Rider is annexed to and forms part of the Franchise
Agreement. This Rider is being signed because (a) the offer or sale of the franchise for the
Franchised Restaurant that Franchisee will operate under the Franchise Agreement was made in
Washington, and/or (b) the Franchisee is a resident of Washington; and/or (¢) the Franchised

Restaurant will be located in Washington.

2. Addition of Paragraphs. The following is added to the end of the Franchise
Agreement:

In recognition of the requirements by the Washington Franchise Investment
Protection Act and the Rules and Regulations promulgated thereunder (the
“Act”), the Franchise Agreement of Capriotti’s Sandwich Shop, Inc. shall be

modified as follows:

The State of Washington has a statute, RCW 19.100.180, which might supersede
this Agreement in Franchisee’s relationship with Franchisor, including the areas
of termination and renewal of Franchisee’s franchise. There may also be court
decisions which might supersede this Agreement in Franchisee’s relationship with
Franchisor, including the areas of termination and renewal of Franchisee’s

franchise. .

In any arbitration involving a franchise purchased in Washington, the arbitration
site shall be either in the State of Washington, or in a place mutually agreed upon
at the time of the arbitration, or as determined by the arbitrator.

In the event of a conflict of laws, to the extent required by the Act, the provisions
of the Act, Chapter 19.100 RCW shall prevail.

To the extent required by the Act, a release or waiver of rights executed by a
franchisee shall not include rights under the Act except when executed pursuant to
a negotiated settlement after the Agreement is in effect and where the parties are
represented by independent counsel. Provisions such as those which unreasonably
restrict or limit the statute of limitations period for claims under the Act, or rights
or remedies under the Act such as a right to a jury trial, might not be enforceable;
however, we and you agree to enforce those provisions as written to the maximum

extent the law allows.
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To the extent required by the Act, transfer fees are collectable to the extent that
they reflect our reasonable estimate or actual costs in effecting a transfer.

IN WITNESS WHEREOF, each party has caused its duly authorized representative to sign and
deliver this Rider on the date first above written.

FRANCHISEE: CAPRIOTTT'S SANDWICH SHOP, INC.
By: By:
Name: Name:
Title: Title:
Date: Date:
2
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THE FOLLOWING PAGES IN THIS EXHIBIT ARE
STATE-SPECIFIC RIDERS TO THE
AREA DEVELOPMENT AGREEMENT
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RIDER TO THE CAPRIOTTTI’S SANDWICH SHOP, INC.
AREA DEVELOPMENT AGREEMENT FOR USE IN ILLINOIS

This Rider (the “Rider”) is made this , 20, by and between
CAPRIOTTI’S SANDWICH SHOP, INC., a Nevada corporation having its principal place of
business at 6056 South Durango Drive, Suite 100, Las Vegas, Nevada 89113 (“Franchisor”), and

, a corporation having its principal place of
business at (“Developer™).

L. BACKGROUND. Franchisor and Developer are parties to that certain Area
Development Agreement dated , 20 that has been signed at
the same time as this Rider (the “Area Development Agreement”). This Rider is annexed to and
forms part of the Area Development Agreement. This Rider is being signed because (a) any of
the franchise offer or sales activity occurred in the State of Illinois and the Franchised
Restaurants that Developer will develop and operate under the Area Development Agreement
will be located in Illinois, and/or (b) Developer is a resident of Illinois.

2. GOVERNING LAW. Section 11.2 of the Area Development Agreement is
deleted and replaced with the following:

Except for the Federal Arbitration Act that applies to arbitration, Illinois
law governs the Area Development Agreement.

3. CONSENT TO_ JURISDICTION. Section 11.3 of the Area Development
Agreement is deleted in its entirety and replaced with the following language:

In conformance with Section 4 of the Illinois Franchise Disclosure Act,
any provision in an area development agreement that designates
jurisdiction and venue in a forum outside of the State of Illinois is void.
However, an area development agreement may provide for arbitration to
take place outside of Illinois.

4. ILLINOIS FRANCHISE DISCLOSURE ACT. The following language is added
as Section 14 of the Area Development Agreement.

14 Illinois Franchise Disclosure Act.

In conformance with Section 41 of the Illinois Franchise Disclosure Act,
any condition, stipulation, or provision purporting to bind any person
acquiring any franchise to waive compliance with any provision of the Act
or any other law of Illinois is void. However, that Section shall not
prevent any person from entering into a settlement agreement or executing
a general release regarding a potential or actual lawsuit filed under any
provision of the Act, nor shall it prevent the arbitration of any claim
pursuant to the provisions of Title 9 of the United States Code.
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IN WITNESS WHEREOF; each party has caused its duly authorized representative to sign and
deliver this Rider on the date first above written.

CAPRIOTTI'S SANDWICH SHOP, INC.

By:
Name: Ashley Morris
Title: CEO

Date:

DEVELOPER:

(entity)

Name:
Title:
Date:
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RIDER TO THE CAPRIOTTY’S SANDWICH SHOP, INC.
AREA DEVELOPMENT AGREEMENT FOR USE IN MARYLAND

This Rider (the “Rider”) is made this , 20, by and between
CAPRIOTTI’S SANDWICH SHOP, INC., a Nevada corporation having its principal place of
business at 6056 South Durango Drive, Suite 100, Las Vegas, Nevada 89113 (“Franchisor”), and

, a corporation having its principal place of

business at (“Developer™).
1. BACKGROUND. Franchisor and Developer are parties to that certain Area
Development Agreement dated , 20__ that has been signed at

the same time as this Rider (the “Area Development Agreement”). This Rider is annexed to and
forms part of the Area Development Agreement. This Rider is being signed because (a)
Developer is a resident of the State of Maryland, and/or (b) Developer’s Franchised Restaurants
will be located or operated in Maryland.

2. TERMINATION. Section 7.2 of the Area Development Agreement is amended
by adding the following:

Termination upon bankruptcy might not be- enforceable under federal
bankruptcy law (11 U.S.C. Sections 101 et seq.), but Franchisor intends to
enforce this provision to the extent enforceable.

3. GOVERNING LAW. Section 11.2 of the Area Development Agreement is
amended by adding the following language:

Despite anything to the contrary stated above, Maryland law will apply to
claims arising under the Maryland Franchise Registration and Disclosure
Law.

4. CONSENT TO JURISDICTION. Section 11.3 of the Area Development
Agreement is amended by adding the following language:

However, subject to Developer’s arbitration obligations, nothing in this
Section affects Developer’s right under the Maryland Franchise
Registration and Disclosure Law to bring a lawsuit in Maryland for claims
arising under that law.

5. NON-WAIVER. The following language is added to the end of Section 13 of the
Area Development Agreement:

Such representations 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.
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IN WITNESS WHEREOF, each party has caused its duly authorized representative to sign and
deliver this Rider on the date first above written.

CAPRIOTTI'S SANDWICH SHOP, INC.

By:
Name: Ashley Morris
Title: CEO

Date:

DEVELOPER:

(entity)

By:
Name:
Title:
Date:
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RIDER TO THE CAPRIOTTI’S SANDWICH SHOP, INC.
AREA DEVELOPMENT AGREEMENT FOR USE IN MINNESOTA

This Rider (the “Rider”) is made this , 20, by and between
CAPRIOTTI’S SANDWICH SHOP, INC,, a Nevada corporation having its principal place of
business at 6056 South Durango Drive, Suite 100, Las Vegas, Nevada 89113 (“Franchisor™), and

, a corporation having its principal place of

business at (“Developer™).
1. BACKGROUND. Franchisor and Developer are parties to that certain Area
Development Agreement dated , 20__ that has been signed at

the same time as this Rider (the “Area Development Agreement”). This Rider is annexed to and
forms part of the Area Development Agreement. This Rider is being signed because (a) the
Franchised Restaurants that Developer will develop and operate under the Area Development

Agreement will be located in Minnesota, and/or (b) any of the franchise offer or sales activity
occurred in Minnesota.

2. INDEMNIFICATION FOR USE OF MARKS. The following sentence is added
to the end of Section 6 of the Area Development Agreement:

Provided Developer has complied with all provisions of this Area
Development Agreement applicable to the Marks, Franchisor will protect
Developer’s right to use the Marks and will indemnify Developer from
any loss, costs, or expenses arising out of any claims, suits, or demands
regarding Developer’s use of the Marks in accordance with Minn. Stat.
Sec. 80C 12, Subd. I(g).

3. GOVERNING LAW. The following statement is added at the end of Section 11.2
of the Area Development Agreement:

Nothing in this Agreement will abrogate or reduce any of Developer’s
rights under Minnesota Statutes Chapter 80c or Developer’s right to any
procedure, forum, or remedies that the laws of the jurisdiction provide.

4, CONSENT TO JURISDICTION. The following language is added to the end of
Section 11.3 of the Area Development Agreement:

Notwithstanding the foregoing, Minn. Stat. Sec. 80c.21 and Minn. Rule
2860.4400j prohibit Franchisor, except in certain specified cases, from
requiring litigation to be conducted outside of Minnesota. Nothing in this
Agreement will abrogate or reduce any of Developer’s rights under
Minnesota Statutes Chapter 80c or Developer’s rights to any procedure,
forum, or remedies that the laws of the jurisdiction provide.
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5. INJUNCTIVE RELIEF. The second to last paragraph of Section 11.8 of the Area
Development Agreement is deleted and replaced with the following:

With understanding of the provisions of the above paragraph, Developer
agrees that Franchisor, at its option, will have the right to seek preliminary
injunctive relief from a court of competent jurisdiction to restrain any
conduct by Developer in the development or operation of the Franchised
Restaurant that could materially damage the goodwill associated with the
Marks, provided that if Developer counters, as Developer may, by
initiating AAA arbitration in the required forum, Franchisor agrees to
arbitrate the entire dispute from that point on, except preliminary
injunctive relief (and permanent injunctive relief also, if Developer will
not agree that the preliminary injunction shall remain effective indefinitely
until the arbitrator shall dissolve it), leaving the court action pending, if it
chooses, to facilitate enforcement. A court will determine if a bond is
required to obtain any injunctive relief with respect to use of the Marks or
use of Franchisor’s trade secrets, including, but not limited to, recipes
and/or food preparation techniques.

6. WAIVER OF JURY TRIAL. If and then only to the extent required by the
Minnesota Franchises Law, the last paragraph of Section 11.8 of the Area Development
Agreement is deleted.

7. WAIVER OF PUNITIVE DAMAGES. If and then only to the extent required by
the Minnesota Franchises Law, the second paragraph of Section 11.11 of the Area Development
Agreement is deleted.

8. REMEDIES. The following language is added to the end of Section 13 of the
Franchise Agreement

FRANCHISOR AND DEVELOPER ACKNOWLEDGE THAT
CERTAIN PARTS OF THIS SECTION MIGHT NOT BE
ENFORCEABLE UNDER MINN. RULE PART 2860.4400J.
HOWEVER, FRANCHISOR AND DEVELOPER AGREE TO
ENFORCE THE PROVISION TO THE EXTENT THE LAW
ALLOWS.

[Signature Page Follows]
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IN WITNESS WHEREOQF, each party has caused its duly authorized representative to sign and
deliver this Rider on the date first above written.

CAPRIOTTI'S SANDWICH SHOP, INC.

By:
Name: Ashley Morris
Title: CEO

Date:

DEVELOPER:

(entity)

Name:
Title:
Date:
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RIDER TO THE CAPRIOTTI’S SANDWICH SHOP, INC.
AREA DEVELOPMENT AGREEMENT FOR USE IN NEW YORK

This Rider (the “Rider”) is made this , 20, by and between
CAPRIOTTI’S SANDWICH SHOP, INC., a Nevada corporation having its principal place of
business at 6056 South Durango Drive, Suite 100, Las Vegas, Nevada 89113 (“Franchisor”), and

, a corporation having its principal place of

business at (“Developer™).
l. BACKGROUND. Franchisor and Developer are parties to that certain Area
Development Agreement dated , 20 that has been signed at

the same time as this Rider (the “Area Development Agreement”). This Rider is annexed to and
forms part of the Area Development Agreement. This Rider is being signed because (a) the offer
or sale of the franchise for the Franchised Restaurants that Developer will develop and operate
under the Area Development Agreement was made in New York, and/or (b) the Developer is a
resident of New York and the Franchised Restaurants that Developer will develop and operate
will be located in New York.

2. TERMINATION. Section 7.2 of the Area Development Agreement is amended
by adding the following:

You may terminate the Area Development Agreement on any grounds available
by law under the provisions of Article 33 of the General Business Law of the
State of New York.

3. GOVERNING LAW/CONSENT TO JURISDICTION. The following statement
is added at the end of Sections 11.2 and 11.3 of the Area Development Agreement:

However, to the extent required by Article 33 of the General Business Law of the
State of New York, this Section shall not be considered a waiver of any right
conferred upon you by the provisions of Article 33 of the General Business Law
of the State of New York and the regulations issued thereunder.

[Signature Page Follows]
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IN WITNESS WHEREOF, each party has caused its duly authorized representative to sign and
deliver this Rider on the date first above written.

CAPRIOTTI'S SANDWICH SHOP, INC.

By:
Name: Ashley Morris
Title: CEO

Date:

DEVELOPER:

(entity)

Name:
Title:

Date:
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RIDER TO THE CAPRIOTTYI’S SANDWICH SHOP, INC.
AREA DEVELOPMENT AGREEMENT FOR USE IN NORTH DAKOTA

This Rider (the “Rider”) is made this , 20, by and between
CAPRIOTTI’S SANDWICH SHOP, INC., a Nevada corporation having its principal place of
business at 6056 South Durango Drive, Suite 100, Las Vegas, Nevada 89113 (“Franchisor”), and

, a corporation having its principal place of

business at (“Developer™).
1. BACKGROUND. Franchisor and Developer are parties to that certain Area
Development Agreement dated , 20 that has been signed at

the same time as this Rider (the “Area Development Agreement”). This Rider is annexed to and
forms part of the Area Development Agreement. This Rider is being signed because
(a) Developer is a resident of North Dakota and the Franchised Restaurants that Developer will
develop and operate under the Area Development Agreement will be located or operated in
North Dakota, and/or (b) any of the franchise offer or sales activity occurred in North Dakota.

2. COVENANT NOT TO COMPETE. Section 9.2 of the Area Development
Agreement is amended by adding the following:

Covenants not to compete such as those mentioned above are generally
considered unenforceable in the State of North Dakota. However, you
acknowledge and agree that we intend to seek enforcement of these
provisions to the extent allowed under the law.

3. GOVERNING LAW. The following language is added to the end of Section 11.2
of the Area Development Agreement:

Notwithstanding the foregoing, to the extent required by the North Dakota
Franchise Investment Law, North Dakota law will apply to this agreement.

4. CONSENT TO JURISDICTION. The following language is added to the end of
Section 11.3 of the Area Development Agreement:

However, to the extent required by applicable law, but subject to
Developer’s arbitration obligations, Developer may bring an action in
North Dakota.

5. ARBITRATION. The second sentence of Section 11.8 of the Area Development
Agreement is amended to read as follows:

All proceedings during the arbitration that require the parties’ physical
presence will be conducted at a suitable location the arbitrator chooses
that is within ten (10) miles of where Franchisor has its principal business
address when the arbitration demand is filed, provided, however, that to
the extent required by the North Dakota Franchise Investment Law (unless
such a requirement is preempted by the Federal Arbitration Act),
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RREaCY

arbitration proceedings will be held at a site to which Franchisor and
Developer agree.

6. WAIVER OF JURY TRIAL. If and then only to the extent required by the North
Dakota Franchise Investment Law, the last paragraph of Section 11.8 of the Area Development
Agreement is deleted.

IN WITNESS WHEREOF, each party has caused its duly authorized representative to sign and
deliver this Rider on the date first above written.

CAPRIOTTI'S SANDWICH SHOP, INC.

By:
Name: Ashley Morris
Title: CEO

Date:

DEVELOPER:

(entity)

Name:
Title:
Date:
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RIDER TO THE CAPRIOTTI’S SANDWICH SHOP, INC.
AREA DEVELOPMENT AGREEMENT FOR USE IN RHODE ISLAND

This Rider (the “Rider”) is made this , 20, by and between
CAPRIOTTI’S SANDWICH SHOP, INC., a Nevada corporation having its principal place of
~ business at 6056 South Durango Drive, Suite 100, Las Vegas, Nevada 89113 (“Franchisor”), and

, a corporation having its principal place of
business at (“Developer™).

l. BACKGROUND. Franchisor and Developer are parties to that certain Area
Development Agreement dated , 20__ that has been signed at
the same time as this Rider (the “Area Development Agreement”). This Rider is annexed to and
forms part of the Area Development Agreement. This Rider is being signed because (a)
Developer is domiciled in Rhode Island and the Franchised Restaurants that Developer will
develop and operate under the Area Development Agreement will be located in Rhode Island,
and/or (b) any of the franchise offer or sales activity occurred in Rhode Island.

2. GOVERNING LAW. Section 11.2 of the Area Development Agreement is
deleted and replaced with the following:

Except to the extent governed by the United States Trademark Act of 1946
(Lanham act, 15 U.S.C. sections 1051 et seq.) or other federal law, this
agreement and all claims arising from the relationship between Franchisor
and Developer will be governed by the laws of the state of Nevada,
without regard to its conflict of laws principles, except that: (1) any
Nevada- law regulating franchise offers and sales or governing the
Franchisor-Developer relationship will not apply unless its jurisdictional
requirements are met independently without reference to this section; and
(2) to the extent required by applicable law, Rhode Island law will apply
to claims arising under the Rhode Island Franchise Investment Act.

3. CONSENT TO JURISDICTION. The following language is added to the end of
Section 11.3 of the Area Development Agreement:

Nonetheless, subject to Developer’s arbitration obligations, Developer has

the right under the Rhode Island Franchise Investment Act to sue in Rhode
Island for claims arising under that law.

[Signature Page Follows]
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IN WITNESS WHEREOF, each party has caused its duly authorized representative to sign and
deliver this Rider on the date first above written.

CAPRIOTTI'S SANDWICH SHOP, INC.

By:
Name: Ashley Morris
Title: CEO

Date:

DEVELOPER:

(entity)

Name:
Title:
Date:
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RIDER TO THE CAPRIOTTI’S SANDWICH SHOP, INC.
AREA DEVELOPMENT AGREEMENT FOR USE IN WASHINGTON

This Rider (the “Rider”) is made this , 20, by and between
CAPRIOTTI’S SANDWICH SHOP, INC., a Nevada corporation having its principal place of
business at 6056 South Durango Drive, Suite 100, Las Vegas, Nevada 89113 (“Franchisor), and

, a corporation having its principal place of

business at (“Developer™).

1. BACKGROUND. Franchisor and Developer are parties to that certain Area
Development Agreement dated , 20 that has been signed at
the same time as this Rider (the “Area Development Agreement”). This Rider is annexed to and
forms part of the Area Development Agreement. This Rider is being signed because (a) the offer
or sale of the franchise for the Franchised Restaurants that Developer will develop and operate
under the Area Development Agreement was made in Washington, and/or (b) the Developer is a
resident of Washington; and/or (c) the Franchised Restaurants that Developer will develop and
operate under the Area Development Agreement will be located in Washington.

2. Addition of Paragraphs. The following is added to the end of the Area
Developer Agreement:

In recognition of the requirements by the Washington Franchise Investment
Protection Act and the Rules and Regulations promulgated thereunder (the
“Act”), the Area Development Agreement of Capriotti’s Sandwich Shop, Inc.
shall be modified as follows: |

The State of Washington has a statute, RCW 19.100.180, which might supersede
this Agreement in Developer’s relationship with Franchisor, including the areas of
termination and renewal of Developer’s franchises. There may also be court
decisions which might supersede this Agreement in Developer’s relationship with
Franchisor, including the areas of termination and renewal of Developer’s
franchises.

In any arbitration involving franchises purchased in Washington, the arbitration
site shall be either in the State of Washington, or in a place mutually agreed upon
at the time of the arbitration, or as determined by the arbitrator.

In the event of a conflict of laws, to the extent required by the Act, the provisions
of the Act, Chapter 19.100 RCW shall prevail.

To the extent required by the Act, a release or waiver of rights executed by a
Developer shall not include rights under the Act except when executed pursuant
to a negotiated settlement after the Agreement is in effect and where the parties
are represented by independent counsel. Provisions such as those which
unreasonably restrict or limit the statute of limitations period for claims under the
Act, or rights or remedies under the Act such as a right to a jury trial, might not be
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enforceable; however, we and you agree to enforce those provisions as written to
the maximum extent the law allows.

To the extent required by the Act, transfer fees are collectable to the extent that
they reflect our reasonable estimate or actual costs in effecting a transfer.

IN WITNESS WHEREOF, each party has caused its duly authorized representative to sign and
deliver this Rider on the date first above written.

CAPRIOTTI'S SANDWICH SHOP, INC.

By:
Name: Ashley Morris
Title: CEO

Date:

DEVELOPER:

(entity)

Name:

Title:
Date:
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LIST OF FRANCHISEES WHO LEFT THE SYSTEM

If you buy this franchise, your contact information may be disclosed to other buyers when you
leave the franchise system.

Delaware

QNS, LLC
Gary Kennett
Dover, DE
(678) 777-7765
Transfer

Gobblers Bethany, LLC
David Carpenter
Montchanin, DE 19710
(302) 655-1344
Remains in System

Florida

HEXO, LLC

Augustin Nemet

Bonita Springs, FL 34135
(239) 949-8212

Massachusetts

Olson Restaurant Group Mansfield, LLC
Sean Olson

Medway, MA 02053

(503) 533-3030

Remains in System

Michigan

RHG-CAP-Detroit, LLC
Richard Smith

Troy, MI 48083

(248) 894-8070

RHG-CAP-Detroit, LLC
Richard Smith

Royal Oak, MI 48083
(248) 894-8070

EAST\65216719.1




Nebraska

~ Tallman, Inc.

Corey Tallman
Lincoln, NE 68516
(402) 770-1237
Transfer

Dave Thomas
Kanittas Kitchen, LLC
Lincoln, NE

(402) 429-7053

Nevada

Paramount Sandwiches, LLC
Lance Sorlie

Las Vegas, NV 89135
Transfer

Vegas Cap 4, LLS

Corey Melendrez, Thomas Gourley
Las Vegas, NV 89120

(702) 265-4493

Oklahoma

VEGASCAPH20, LLC
Josh Moyer

Oklahoma, City 73134
(405) 880-3590

Pennsylvania

KIJL Folsom, LLC
Kevin Looby
Hockessin, DE 19707
(610) 586-1110
Remains in System

Wisconsin
RHS-CAP-WISC, LLC
Richard Smith

Milwaukee, WI
(248) 894-8070

EAST\165216719.1
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MUTUAL RELEASE
CAPRIOTTI’S SANDWICH SHOP, INC.

WHEREAS, , (“Franchisee”) wishes to terminate its agreement with CAPRIOTTI’S
SANDWICH SHOP, INC. (“Franchisor”) and cease and desist operation of all business under that agreement, and as a
condition of releasing Franchisee of its obligations under its franchise agreement with Franchisor, the parties agree as
follows:

Release — General Provisions. The Franchisee and Franchisor, jointly and severally, hereby
release and forever discharge each other of and from any and all causes of action, in law or in
equity, suits, debts, liens, defaults under contracts, leases, agreements or promises, liabilities,
claims, demands, damages, losses, costs or expenses, of any nature whatsoever, howsoever
arising, known or unknown, fixed or contingent, past or present, that they have or may hereafter
have against each other by reasons of any matter, cause or thing whatsoever from the beginning
of time to the date hereof (the “Claims”), it being the mutual intention of the parties that this
release be unqualifiedly general in scope and effect and that any Claims against any of the are
hereby forever canceled and forgiven.

THE FRANCHISEE AND FRANCHISOR ACKNOWLEDGE THAT THEY ARE FAMILIAR
WITH THE PROVISIONS OF CALIFORNIA CIVIL CODE SECTION 1542, WHICH
PROVIDES AS FOLLOWS:

A GENERAL RELEASE DOES NOT EXTEND TO CLAIMS
WHICH THE CREDITOR DOES NOT KNOW OR SUSPECT
TO EXIST IN HIS FAVOR AT THE TIME OF EXECUTING
THE RELEASE, WHICH IF KNOWN BY HIM MUST HAVE
MATERIALLY AFFECTED HIS SETTLEMENT WITH THE
DEBTOR.

THE FRANCHISEE AND FRANCHISOR, BEING AWARE OF THIS CODE SECTION, HEREBY EXPRESSLY
WAIVE ALL OF THEIR RIGHTS THEREUNDER AS WELL AS UNDER ANY OTHER STATUTES OR
COMMON LAW PRINCIPLES OF SIMILAR EFFECT OF ANY APPLICABLE JURISDICTION, INCLUDING,
WITHOUT LIMITATION, NEVADA AND/OR JURISDICTIONS OF FRANCHISEE(S)’ RESIDENCE AND
LOCATION OF FRANCHISED UNITS.

The Franchisee and Franchisor expressly assume the risk of any mistake of fact or fact of which
they may be unaware or that the true facts may be other than any facts now known or believed to
exist by Franchisee and Franchisor, and it is the Franchisee and Franchisor’s intention to forever
settle, adjust and compromise any and all present and/or future disputes with respect to all
matters from the beginning of time to the date of this document finally and forever and without
regard to who may or may not have been correct in their understanding of the facts, law or
otherwise. All releases given by the Franchisee and Franchisor are intended to constitute a full,
complete, unconditional and immediate substitution for any and all rights, claims, demands and
causes of action whatsoever which exist, or might have existed, on the date of this document.
The Franchisee and Franchisor represent and warrant that they have made such independent

Capriotti's Mutual Release (2019)
EAST\166077897.1




investigation of the facts, law and otherwise pertaining to all matters discussed, referred to
or released in or by this document as they in their independent judgment, believe necessary or
appropriate. The Franchisee and Franchisor have not relied on any statement, promise, or
representation, whether of fact, law or otherwise, by the other party or anyone else, not
expressly set forth herein, in executing this document and/or the related releases.

No Assignment or Transfer of Interest. Franchisee and Franchisor represent and warrant
that there have been, and there will be, no assignment or other transfer of any interest in any
Claims that the Franchisee and Franchisor may have against any the other, all Claims having
been fully and finally extinguished. The Franchisee and Franchisor agree to forever
indemnify and hold each other harmless from any liability, claims, demands, damages, losses,
costs, expenses or attorneys’ fees incurred by either party as a result of any person asserting
any interest in any of the Claims and/or any voluntary, involuntary or other assignment or
transfer thereof. It is the intention of the parties that this indemnity does not require
payment by either party as a condition precedent to recovery against the other party under
this indemnity.

Attorneys Fees. If the Franchisee and Franchisor, or anyone acting for, or on behalf of, the
Franchisee and Franchisor or claiming to have received, by assignment or otherwise, any
interest in any of the Claims, commences, joins in, or in any manner seeks relief through any
suit (or otherwise) arising out of, based upon or relating to any of the Claims released
hereunder, or in any manner asserts against either of the parties any of the Claims released
hereunder, each party agrees to pay its own attorneys’ fees and other costs incurred in
defending or otherwise responding to said suit or assertion.

Date of Releases. Joint and Several Liability. The releases granted hereunder shall be
deemed effective as of the date hereof. The liabilities and obligations of the Franchisee and
Franchisor shall be joint and several.

Severability. In event that any provision or portion of this Agreement shall be determined to
be invalid or unenforceable for any reason, in whole or in part, the remaining provisions of
this Agreement shall be unaffected thereby and shall remain in full force and effect to the
fullest extent permitted by law.

Governing Law/Jurisdiction. ~ This Agreement shall be governed by and construed
and interpreted in accordance with the laws of Nevada without reference to principles of
conflict of laws.

[FRANCHISEE] CAPRIOTTI’S SANDWICH SHOP, INC.

By: By:

Capriotti's Mutual Release (2019)
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(Capriottisy.

ELECTRONIC FUNDS TRANSFER
AUTHORIZATION TO HONOR CHARGES DRAWN BY AND PAYABLE TO

CAPRIOTTYI’S SANDWICH SHOP, INC./PAYEE

BANK NAME ACCOUNT# ABA#

The undersigned Depositor hereby authorizes and requests the Depository designated below to honor and to
charge to the following designated account, checks, and electronic debits (collectively, “debits™) drawn on such
account which are payable to the above named Payee. It is agreed that Depository’s rights with respect to each
such debit shall be the same as if it were a check drawn and signed by the Depositor. It is further agreed that if
any such debit is not honored, whether with or without cause and whether intentionally or inadvertently,
Depository shall be under no liability whatsoever. This authorization shall continue in force until Depository and
Payee have received at least thirty (30) days written notification from Depositor of its termination.

The Depositor agrees with respect to any action taken in reliance on the above authorization:

(1) To indemnify the Depository and hold it harmless from any loss it may suffer resulting from or in connection
with any debit, including, without limitation, execution and issuance of any check, draft, or order, whether or not
genuine, purporting to be authorized or executed by the Payee and received by the Depository in the regular
course of business for the purpose of payment, including any costs or expenses reasonably incurred in connection
therewith.

(2) To indemnify Payee and the Depository for any loss arising in the event that any such debit shall be
dishonored, whether with or without cause and whether intentionally or inadvertently.

(3) To defend at Depositor’s own cost and expense any action which might be brought by a depositor or any other
persons because of any actions taken by the Depository or Payee in reliance on to the foregoing request and

authorization, or in any manner arising by reason of the Depository’s or Payee’s participation therein.

Name on Account:

Name of Depositor & Signature:

Store Location/Number & Tax ID:

Designated Bank Acct.:

(Please attach one voided check for the above account.)

MUST BE SUBMITTED WITH ALL REQUIRED
INFORMATION
VIA FACSIMILE (702) 736-9878 OR EMAIL, TO BRUCE.EVANS@CAPRIOTTIS.COM
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FRANCHISE DISCLOSURE QUESTIONNAIRE

As you know, CAPRIOTTI'S SANDWICH SHOP, INC., and you are preparing to enter into a
Franchise Agreement for the operation of a Capriotti’s franchise. The purpose of this Questionnaire is to
determine whether any statements or promises were made to you that CAPRIOTTI’S SANDWICH
SHOP, INC., has not authorized or that may be untrue, inaccurate or misleading. Its purpose is also to be
certain that you understand the limitations on claims that may be made by you by reason of the purchase
and operation of your franchise. The questionnaire cannot be signed and dated the same day as the
Acknowledgment of Receipt of the Franchise Disclosure Document (FDD), but must be signed and dated
the same day you remit your franchise fee. Please review each of the following questions carefully and

provide honest responses to each question. If you answer “NO” to any of the questions below, please
explain your answer on the back of this sheet.

1. Have you received and personally reviewed the Franchise Agreement
and each exhibit or schedule attached to it?

2. Have you received and personally reviewed the CAPRIOTTI'S
SANDWICH SHOP, INC., Franchise Disclosure Document (“Disclosure
Document™) we provided you?

3. Did you sign a receipt for the Disclosure Document indicating the date
you received it?

4, Do you understand all the information contained in the Disclosure
Document and the Franchise Agreement?

5. A) Have you reviewed the Disclosure Document and Franchise
Agreement with an attorney, accountant or other professional advisor?

B) Have you discussed the benefits and risks of operating a
Capriotti’s franchise with your professional advisor?

C) Did you discuss the benefits and risks of operating a Capriotti’s
franchise with an existing Capriotti’s franchisee?

D) Do you understand the risks of operating a Capriotti’s franchise?

6. Do you understand the success or failure of your franchise will depend in
large part upon your skills, abilities and efforts and those of the persons you
employ, as well as many factors beyond your control such as competition,

interest rates, the economy, inflation, labor and supply costs, lease terms and the
market place?

7. Is it true that no employee or other person speaking on behalf of
CAPRIOTTI'S SANDWICH SHOP, INC., made any statement or promise
regarding the costs involved in operating a Capriotti’s franchise that is not
contained in the Disclosure Document or that is contrary to, or different from, the
information contained in the Disclosure Document?

Capriotti's Franchise Disclosure Questionnaire (2019)
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8. Is it true that no employee or other person speaking on behalf of
CAPRIOTTI'S SANDWICH SHOP, INC., made any statement or promise
regarding the actual, average or projected profits or earnings, the likelihood of
success, the amount of money you may earn, or the total amount of revenue a
Capriotti’s franchise will generate that is not contained in the Disclosure
Document or that is contrary to or different from the information contained in the
Disclosure Document?

9. Is it true that no employee or other person speaking on behalf of
CAPRIOTTT'S SANDWICH SHOP, INC., made any statement or promise or
agreement, other than those matters addressed in your Franchise Agreement,
concerning advertising, marketing, media support, marketing penetration,
training, support service or assistance that is contrary to, or different from, the
information contained in the Disclosure Document?

YOU UNDERSTAND THAT YOUR ANSWERS ARE IMPORTANT TO US AND THAT WE WILL
RELY ON THEM. BY SIGNING THIS QUESTIONNAIRE, YOU ARE REPRESENTING THAT

YOU HAVE CONSIDERED EACH QUESTION CAREFULLY AND RESPONDED TRUTHFULLY
TO THE ABOVE QUESTIONS.

Signature of Franchise Applicant Date

Name (please print)

Signature of Franchise Applicant Date

Name (please print)

Signature of Franchise Applicant Date

Name (please print)

Capriottt's Franchise Disclosure Questionnaire (2019)
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EXPLANATION OF ANY NEGATIVE RESPONSES (please refer to applicable question #) ARE AS
FOLLOWS:

Capriotti's Franchise Disclosure Questionnarre (2019)
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RENEWAL RIDER TO
CAPRIOTTI’S SANDWICH SHOP, INC.
FRANCHISE AGREEMENT

1. Background. This Renewal Rider to Franchise Agreement (the “Rider”) is between
Capriotti’s Sandwich Shop, Inc. (“Franchisor) and <<Insert Franchisee Name>> (“Franchisee”).
This Rider will be deemed effective as of <<Insert Date>> (the “Effective Date”).

Simultaneously with signing this Rider, Franchisor and Franchisee are signing a Franchise
Agreement (the “Renewal Franchise Agreement”) to govern Franchisee’s continued operation of
its franchised CAPRIOTTI’S SANDWICH SHOP Restaurant located at <<Insert Restaurant’s
Address>> (the “Franchised Restaurant”). (All initial capitalized terms used but not defined in this
Rider will have the meanings given to those terms in the Renewal Franchise Agreement). Franchisor
and Franchisee acknowledge that the Renewal Franchise Agreement is the successor to the Franchise
Agreement between Franchisor and Franchisee dated as of <</Insert Effective Date of Original
Franchise Agreement>> (the “Expiring Franchise Agreement”), under which Franchisee has
operated the Franchised Restaurant at the Approved Location during the Expiring Franchise
Agreement’s term. Franchisor and Franchisee are signing this Rider because the Expiring Franchise
Agreement will expire shortly, and Franchisor has agreed to grant Franchisee a renewal franchise for
the Franchised Restaurant by signing the Renewal Franchise Agreement. This Rider modifies certain
provisions of the Renewal Franchise Agreement that do not apply to Franchisee’s operation of the
Franchised Restaurant during the renewal franchise term.

2. Expiration of Expiring Franchise Agreement. The Expiring Franchise Agreement’s
term expires on the day before the Effective Date. Franchisee has no further rights under the Expiring
Franchise Agreement on or following the Effective Date.

3. Term.
(a) Section 2 of the Renewal Franchise Agreement is amended to read as follows:

This Agreement shall be effective for a period of ten (10) years from the date
of this Agreement (the “Renewal Term”). Franchisee agrees to operate the Franchised
Restaurant in compliance with this Agreement for the entire Renewal Term unless
this Agreement is properly terminated under Section 10. When this Agreement
expires, Franchisee will have no right to acquire a successor franchise to continue
operating the Franchised Restaurant as a CAPRIOTTI’S Restaurant and must
immediately cease operating the Franchised Restaurant.

(b) All references in the Renewal Franchise Agreement to “Initial Term” are modified to
state “Renewal Term.”

4. Franchise Fee and Royalties. Section 4.1 of the Renewal Franchise Agreement is
amended to read as follows:
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A one-time nonrefundable renewal franchisee fee of ten thousand dollars ($10,000)
to be paid simultaneously with the execution of this Agreement;

5. Obligations of Franchisor.

Sections 7.2 of the Renewal Franchise Agreement is hereby amended to read as

(2)

follows:

To make available to the Franchised Restaurant the benefit of its knowledge and
experience in: (i) selection and installation of equipment and furnishings; (ii)

appropriate décor and restaurant layout; (iii) purchase, location and installation of
signs identified with the operation of the Franchised Restaurant; and (iv) the System.

Section 7.6 of the Renewal Franchise Agreement is hereby deleted in its entirety.

(b)
(©)

hereby deleted in its entirety:

The following sentence after Section 7.9 of the Renewal Franchise Agreement is

In the event Franchisor is required to expend more than two (2) weeks of effort in
_assisting Franchisee in opening the Franchised Restaurant (other than training and
pre-opening events), Franchisor reserves the right to invoice Franchisee for the
additional time at Franchisor’s then-current rate for additional training.

6. Obligations of Franchisee.
(a) Section 8.6 of the Renewal Franchise Agreement is hereby deleted in its entirety.
(b) The beginning portion of Section 8.7 of the Renewal Franchise Agreement is hereby

amended to read as follows:

To obtain and maintain required insurance coverage for the Franchised Restaurant
from an insurer company with an A.M. Best’s Review rating of not less than A-VII,
and otherwise acceptable to Franchisor, to insure the premises and cover business
operations and product liability with the following minimum limits:

Section 8.18 of the Renewal Franchise Agreement is hereby amended to read as

(©

follows:

That Franchisee will, within nine (9) months from the date of written notice from
Franchisor, remodel or re-equip the Franchised Restaurant in accordance with the
specifications provided by Franchisor. This remodeling and re-equipping may include
replacing worn out, obsolete or dated equipment, fixtures, furnishings and signs;
structural modifications; redecorating; or purchasing more efficient or improved
equipment. Franchisor may require Franchisee to perform remodeling and to

2
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purchase equipment at those times as Franchisor, in Franchisor’s sole discretion,
deems necessary and reasonable; provided, that Franchisor may not require any
remodeling requiring an expenditure in excess of fifty thousand dollars ($50,000.00)
in any five (5) year period (although this cost limitation does not apply to any
remodeling that Franchisor required Franchisee to undertake as a condition of signing
this Agreement). FRANCHISEE ACKNOWLEDGES THAT EQUIPMENT,
ALTERATIONS AND RENOVATIONS REQUIRED BY FRANCHISOR MAY
INVOLVE SUBSTANTIAL ADDITIONAL INVESTMENT BY FRANCHISEE
DURING THE TERM OF THIS AGREEMENT.

(d) Section 8.19 of the Renewal Franchise Agreement is hereby amended to read as
follows:

At least two people must complete Franchisor’s training program (either Franchisee
and its general manager or Franchisee’s Director of Operations and another
employee). The training program is a blended learning training program including
internet-based, classroom and on-site training at an approved training restaurant.
Each training program may include instruction on sales techniques, products
orientation, accounting procedures, ordering and inventory controls, food preparation
and operations management. The training shall be provided at Franchisor’s
headquarters or designated location(s) and shall also include uncompensated on-the-
job training at an approved training restaurant. Franchisee must obtain, at
Franchisee’s expense, access to a computer and high-speed Internet connection to
access the online training portal. The training may be presented in installments and
Franchisee will be required to attend all installments. Franchisor shall bear the direct
training costs and expenses of the training (for instructors, manuals, classrooms) and
Franchisee shall bear and pay all indirect training costs and expenses, such as any
salary expenses of its employees and all expenses of travel, lodging, meals and other
living expenses that Franchisee and its designee(s) incur in attending the training
program, which shall be borne and paid by Franchisee. Failure by Franchisee and/or
Franchisee’s other required attendees to successfully graduate from training shall be
grounds for termination of this Agreement. Cheating will also be grounds for
immediate termination.

In addition, Franchisor has the right to require Franchisee’s managerial personnel to
participate in, and complete successfully, an extensive onsite training program at the
Franchised Restaurant for up to six (6) weeks after the Franchised Restaurant has
‘opened for business. Franchisor may charge Franchisee Ten Thousand Dollars
($10,000) for such training, and Franchisee must pay this amount on demand.

7. Termination Without Right to Cure. Section 10.1(j) of the Renewal Franchise

Agreement is hereby deleted in its entirety.
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8.

Agreement is hereby amended to read as follows:

Franchisee fails to construct or remodel the Franchised Restaurant in accordance with
this Agreement;

9,
amended to read as follows:

Franchisee shall furnish to Franchisor the names, addresses and telephone numbers of
all shareholders, members, partners, executive officers, members of the Board of
Directors and managers, as the case may be, to be included in the Franchise
Agreement Summary Pages. In the event that Franchisee is an entity, before or
simultaneous with the date of execution of this Agreement, Franchisee shall provide
Franchisor with appropriate minutes and/or resolutions of Franchisee setting forth

authority of Franchisee to enter into this Agreement and the acceptance of all of the
terms and conditions set forth in this Agreement.

10.  Release. As consideration for Franchisor’s granting Franchisee the rights under the
Renewal Franchise Agreement, Franchisee and its affiliates, on behalf of themselves and their
respective successors, heirs, executors, administrators, personal representatives, agents, assigns,
partners, owners, directors, officers, principals, and employees (collectively, the “Releasing
Parties”), hereby forever release and discharge Franchisor and its affiliates, and their respective
current and former partners, owners, directors, officers, principals, employees, agents,
representatives, successors, and assigns (collectively, the “Released Parties”), from any and all
claims, damages, demands, causes of action, suits, duties, liabilities, and agreements of any nature
and kind, whether known or unknown, vested or contingent (for purposes of this Section 10,
collectively, “Claims”), that Franchisee and any of the other Releasing Parties now have, ever had,
or, but for this Section 10, hereafter would or could have against any of the Released Parties (a)
arising from or related to the Released Parties’ performance of or failure to perform obligations
under the Expiring Franchise Agreement, or (b) otherwise arising from or related in any way to
Franchisee’s and the other Releasing Parties’ relationship, from the beginning of time to the
Effective Date, with any of the Released Parties, excepting only any Claims arising exclusively from
or related exclusively to the grant of the franchise under the Renewal Franchise Agreement.

Franchisee, on behalf of itself and the other Releasing Parties, further covenants not to sue
any of the Released Parties on any of the Claims released by this paragraph and represents that it has
not assigned any such Claims to any individual or entity who is not bound by this paragraph.

4
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11.  Rider to Control. Except as provided in this Rider, the Renewal Franchise
Agreement remains in full force and effect as originally written. If there is any inconsistency between
the Renewal Franchise Agreement and this Rider, this Rider’s terms will control.

CAPRIOTTI’S SANDWICH SHQP, FRANCHISEE:
INC.
<<[Insert Franchisee Name>>

By: By:
Name: <<Insert Name>> Name: <<Insert Name>>
Title: <<Insert Title>> Title: <<Insert Title>>
Date: <<Insert Date>> Date: <<[nsert Date>>

5
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NEW YORK REPRESENTATIONS PAGE

THE FRANCHISOR REPRESENTS THAT THIS PROSPECTUS DOES NOT

KNOWINGLY OMIT ANY MATERIAL FACT OR CONTAIN ANY UNTRUE
STATEMENT OF A MATERIAL FACT.
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RECEIPT

@ -
This disclosure document summarizes certain provisions of the franchise agreement and other information
in plain language. Read this disclosure document and all agreements carefully.

If Capriotti’s Sandwich Shop, 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.

[Michigan requires 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., New York requires 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.]

[f Capriotti’s Sandwich Shop, 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 Commission, Washington, D.C. 20580 and the
appropriate state agency identified on Exhibit A.

The franchisor is Capriotti’s Sandwich Shop, Inc. located at 6056 S. Durango Drive, Las Vegas, Nevada
89113. Its telephone number is (702) 736-3878. '

The franchise sellers for this offering are George Chanos, Ashley Morris, Jason Smylie, David Bloom,
Bruce Evans, and Julia Ledford at 6056 S. Durango Drive, Las Vegas, Nevada 89113, (702) 736-3878
and .

Issuance Date: April 17, 2019

We authorize the respective state agents identified on Exhibit A to receive service of process for us in the
particular states. [ received a disclosure document from Capriotti’s Sandwich Shop, Inc. dated as of
April 17, 2019, that included the following Exhibits:

State Franchise Regulators and Agents for Service of Process
Franchise Agreement with Exhibits

Area Development Agreement with Exhibits
State-Specific Information

Table of Contents of the Manual

Information Regarding Current and Past Franchisees
Financial Statements

Mutual Release

ACH Transfer Agreement

Franchise Disclosure Questionnaire

Renewal Rider to Franchise Agreement

AETIOMmOO®wR

DATED:

SIGNED: , individually

as an officer or partner of (a company,
corporation, partnership)

NAME:

ADDRESS:

PHONE:
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RECEIPT

This disclosure document summarizes certain provisions of the franchise agreement and other information
in plain language. Read this disclosure document and all agreements carefully.

If Capriotti’s Sandwich Shop, 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.

[Michigan requires 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., New York requires 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.]

[f Capriotti’s Sandwich Shop, 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 Commission, Washington, D.C. 20580 and the
appropriate state agency identified on Exhibit A.

The franchisor is Capriotti’s Sandwich Shop, Inc. located at 6056 S. Durango Drive, Las Vegas, Nevada
89113. Its telephone number is (702) 736-3878.

The franchise sellers for this offering are George Chanos, Ashley Morris, Jason Smylie, David Bloom,

Bruce Evans, and Julia Ledford at 6056 S. Durango Drive, Las Vegas, Nevada 89113, (702) 736-3878
and .

Issuance Date: April 17, 2019

We authorize the respective state agents identified on Exhibit A to receive service of process for us in the

particular states. i received a disclosure document from Capriotti’s Sandwich Shop, Inc. dated as of
April 17, 2019, that included the following Exhibits:

State Franchise Regulators and Agents for Service of Process
Franchise Agreement with Exhibits

Area Development Agreement with Exhibits )
State-Specific Information

Table of Contents of the Manual

Information Regarding Current and Past Franchisees
Financial Statements
Mutual Release

ACH Transfer Agreement
Franchise Disclosure Questionnaire
Renewal Rider to Franchise Agreement

DATED:
SIGNED:
as an officer or partner of (a company,
corporation, partnership)

NAME:
ADDRESS:

AETZOTmUOE»

, individually

PHONE:
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