FRANCHISE DISCLOSURE DOCUMENT

Chester’s International, LLC
An Alabama limited liability company
2020 Cahaba Road

Mountain Brook, Alabama 35223
&35’53/'? (800) 646-9403
Franchise@chesterschicken.com

chesterschicken.com

The franchise is to operate a quick-service chicken and sides restaurant under the CHESTER’S® name
located within a convenience store or other retail business or at a strip mall, food court location, or other
non-traditional location (such as a sports arena or stadium). The total investment necessary to begin
operation of a CHESTER’S® Restaurant franchise is $27,500 to $296,500. This includes $15,500 to
$54,000 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, the franchisor 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 the availability of disclosures in different formats, contact Chester’s International, LLC, Franchise
Services, 2020 Cahaba Road, Mountain Brook, Alabama 35213, (800) 646-9403.

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 investment. 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.ftc.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.

Issuance date of this Franchise Disclosure Document: April 13, 2023
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How to Use This Franchise Disclosure Document

Here are some questions you may be asking about buying a franchise and tips on how to

find more information:

QUESTION

WHERE TO FIND INFORMATION

How much can | earn?

Item 19 may give you information about outlet
sales, costs, profits or losses. You should also try
to obtain this information from others, like
current and former franchisees. You can find their
names and contact information in Item 20 or
Exhibit E.

How much will 1 need to

invest?

Items 5 and 6 list fees you will be paying to the
franchisor or at the franchisor’s direction. Item 7
lists the initial investment to open. Item 8
describes the suppliers you must use.

Does the franchisor have the
financial ability to provide
support to my business?

Item 21 or Exhibit D includes financial
statements. Review these statements carefully.

Is the franchise system stable,
growing, or shrinking?

Item 20 summarizes the recent history of the
number of company-owned and franchised
outlets.

Will my business be the only
CHESTER’S® business in my
area?

Item 12 and the “territory” provisions in the
franchise agreement describe whether the
franchisor and other franchisees can compete
with you.

Does the franchisor have a
troubled legal history?

Items 3 and 4 tell you whether the franchisor or
its management have been involved in material
litigation or bankruptcy proceedings.

What’s it like to be a
CHESTER’S® franchisee?

Item 20 or Exhibit E lists current and former
franchisees. You can contact them to ask about
their experiences.

What else should I know?

These questions are only a few things you should
look for. Review all 23 Items and all Exhibits in
this disclosure document to better understand this
franchise opportunity. See the table of contents.
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What You Need To Know About Franchising Generally

Continuing responsibility to pay fees. You may have to pay royalties and other fees
even if you are losing money.

Business model can _change. The franchise agreement may allow the franchisor to
change its manuals and business model without your consent. These changes may require
you to make additional investments in your franchise business or may harm your
franchise business.

Supplier_restrictions. You may have to buy or lease items from the franchisor or a
limited group of suppliers the franchisor designates. These items may be more expensive
than similar items you could buy on your own.

Operating restrictions. The franchise agreement may prohibit you from operating a
similar business during the term of the franchise. There are usually other restrictions.
Some examples may include controlling your location, your access to customers, what
you sell, how you market, and your hours of operation.

Competition from franchisor. Even if the franchise agreement grants you a territory, the
franchisor may have the right to compete with you in your territory.

Renewal. Your franchise agreement may not permit you to renew. Even if it does, you
may have to sign a new agreement with different terms and conditions in order to
continue to operate your franchise business.

When your franchise ends. The franchise agreement may prohibit you from operating a
similar business after your franchise ends even if you still have obligations to your
landlord or other creditors.

Some States Require Registration

Your state may have a franchise law, or other law, that requires franchisors to
register before offering or selling franchises in the state. Registration does not mean that
the state recommends the franchise or has verified the information in this document. To
find out if your state has a registration requirement, or to contact your state, use the
agency information in Exhibit A.

Your state also may have laws that require special disclosures or amendments be
made to your franchise agreement. If so, you should check the State Specific Addenda.
See the Table of Contents for the location of the State Specific Addenda.
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Special Risks to Consider About This Franchise

Certain states require that the following risk(s) be highlighted:

1. Out-of-State Dispute Resolution. The franchise agreement requires you to
resolve disputes with the franchisor by litigation only in Alabama. Out-of-state
litigation may force you to accept a less favorable settlement for disputes. It
may also cost more to litigate with the franchisor in Alabama than in your own
state.

Certain states may require other risks to be highlighted. Check the “State Specific
Addenda” (if any) to see whether your state requires other risks to be highlighted.
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THE FOLLOWING APPLIES 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 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.

(c) 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.

(9) 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:

Q) The failure of the proposed franchisee to meet the franchisor’s then current
reasonable qualifications or standards.

(i) The fact that the proposed transferee is a competitor of the franchisor or
subfranchisor.
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(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.

(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).

(i) 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
Attention: Franchise
670 G. Mennen Williams Building
525 West Ottawa
Lansing, Michigan 48909
Telephone: (517) 335-7567
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ITEM1
THE FRANCHISOR, AND ANY PARENTS, PREDECESSORS, AND AFFILIATES

The Franchisor

The franchisor is Chester’s International, LLC (“we,” “us,” or “our”). “You” means the
person to whom we grant a franchise. We are an Alabama limited liability company formed in
October 2002 under the name Chester’s Supply Company, LLC (we changed to “National Flour
Mills and Supply Company, LLC” in April 2004 and changed again to our current name in
November 2009). Our principal business address is 2020 Cahaba Road, Mountain Brook,
Alabama 35223. We operate under our corporate name, the CHESTER’S® trademark, and the
other trademarks described in Item 13 (the “Marks”) and no other name.

We grant franchises for quick-service Restaurants operating primarily under the
CHESTER’S name that sell chicken and sides (“Restaurants”). We began offering CHESTER’S
Restaurant franchises in January 2008. However, our former affiliate, also named Chester’s
International, LLC (the *“First Chester’s”), whose principal business address was
3500 Colonnade Parkway, Suite 325, Birmingham, Alabama 35243, offered CHESTER’S
Restaurant franchises from approximately March 1, 2004, through December 2007. The
CHESTER’S Restaurant franchises offered in this disclosure document are primarily for
Restaurants to be located within and operated as part of other existing retail businesses, such as
convenience stores (our “Restaurant-in-Store” concept), although we occasionally offer
franchises for CHESTER’S Restaurants to be located at food court, strip mall, or other non-
traditional locations (such as sports arenas or stadiums). Certain information appearing in this
disclosure document, for example, outlet information in Item 20, covers all CHESTER’S
Restaurants, regardless of their locations, because they operate under the same brand and sell the
same products. We distinguish between these types of locations when necessary.

Before the First Chester’s began offering CHESTER’S Restaurant franchises on
approximately March 1, 2004, our former affiliate, Giles Enterprises, Inc. (“Giles”), whose
address was 2750 Gunter Park Drive West, Montgomery, Alabama 36121, licensed existing
retail operators to operate quick-service chicken and sides restaurants similar to the Restaurant
opportunity offered in our disclosure document in a program called the “CHESTER FRIED®
Total Program” (the “Chester Fried Licensed Restaurants”). Giles began licensing operators to
operate Chester Fried Licensed Restaurants in 1974; as of December 31, 2022, there were
approximately 31 Operators of Chester Fried Licensed Restaurants remaining in the United
States. Operators of Chester Fried Licensed Restaurants generally did not receive all the benefits
of a CHESTER’S Restaurant franchise and also were not subject to all the same restrictions and
obligations. For example, Chester Fried Licensed Restaurants did not pay a franchise or any
other initial fee. Also, most Chester Fried Licensed Restaurants continue to operate under the
“CHESTER FRIED®” name. We are now the licensor of those Chester Fried Licensed
Restaurants. Operators of Chester Fried Licensed Restaurants have the right to convert their units
to franchised Restaurants if they satisfy our standards for a CHESTER’S Restaurant franchisee.
If they want to convert, they will sign our Agreement. There is no conversion agreement or
similar document they must sign. In addition, in certain parts of the United States, we may
continue allowing certain experienced food-service operators, and chain accounts who already
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operate one or more Chester Fried Licensed Restaurants, to develop and operate additional
Chester Fried Licensed Restaurants. We generally anticipate doing so only when the experienced
food-service operator or chain account prefers (for its own business reasons) not to acquire a
CHESTER’S Restaurant franchise. With this exception, we focus on offering and granting
CHESTER’S Restaurant franchises and CHESTER’S Licensed Restaurants (as described below).
Chester Fried Licensed Restaurants will continue to operate for many years and might compete
with you if they are located in the same geographic area where your Restaurant is located. We do
not currently operate and have not operated any Chester Fried Licensed Restaurants or
CHESTER’S Restaurants.

In addition to the Restaurant franchises offered in this disclosure document, in 2022 we
began offering certain qualified individuals or entities the right to enter into a license agreement
to use the Marks, including the Primary Mark, in connection with the preparation and sale of
Chester’s proprietary menu items within or from their existing foodservice or restaurant
operations, including supermarkets (“CHESTER’S Licensed Restaurants”, and together with the
Chester Fried Licensed Restaurants, the “Licensed Restaurants”). We generally anticipate
entering into a license agreement for a CHESTER’S Licensed Restaurant only when the
experienced foodservice or restaurant operator prefers not to acquire a full CHESTER’S
Restaurant franchise and they meet our requirements to operate a CHESTER’S Licensed
Restaurant. CHESTER’S Licensed Restaurants may operate for many years and might compete
with you if they are located in the same geographic area where your Restaurant is located. We do
not currently operate and have not operated any Chester Fried Licensed Restaurants,
CHESTER’S Licensed Restaurants, or CHESTER’S Restaurants.

Lastly, from November 2013 to March 2015 we offered (through a separate franchise
disclosure document) franchises for Area Director marketing businesses. An Area Director acts
as our sales representative within a defined geographic area and solicits and identifies
prospective CHESTER’S Restaurant franchisees; assists in locating and securing sites for, and
then constructing and developing, Restaurants; and provides additional support before and after
the Restaurants open. Area Directors operate under our Area Director Marketing Agreement. The
Area Director is not a party to, and has no rights or obligations under, your Agreement.
However, if your proposed Restaurant is located in an area where one of our Area Directors
operates, that Area Director will perform certain services on our behalf relating to you and your
Restaurant. Despite the functions they perform, Area Directors have no management
responsibility relating to the sale of franchises or the operation of our franchise system. While we
no longer offer franchises for Area Director marketing businesses, there were 2 Area Director
marketing businesses in operation as of December 31, 2022. Except for the CHESTER’S
CHICKEN ON THE FLY Restaurant franchise discussed below, we have not offered franchises
in any other line of business.

Besides our franchising activities described above, we currently sell to our franchisees—
either directly or indirectly through unaffiliated third-party distributors and grocery wholesalers
who then resell to franchisees—various consumable products (manufactured for us by a third
party), including the blended products (breading, batter dip, and marinades) used to prepare
chicken sold under the Marks. We also sell packaging and other paper materials used by
franchisees and sell them to unaffiliated third-party distributors and grocery wholesalers for
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resale to franchisees. We also currently sell to non-Chester’s food-service operators (directly or
through unaffiliated distributors) chicken cooking equipment from time to time that is similar to
the equipment you will buy from us or unaffiliated distributors and then use in operating your
Restaurant. These food-service operators do not have the right to use any Mark that you have the
right to use under your Agreement. They will sell chicken products as a menu item under their
own trade names and brands as part of their existing retail foodservice businesses.

We have no business activities other than those described above. If we have an agent in
your state for service of process, we disclose that agent in Exhibit A.

Our Predecessors and Affiliates

We currently have no parent companies or affiliates disclosable in this Item. As noted
earlier, our predecessor for the CHESTER’S franchise program was the First Chester’s. We
acquired all existing CHESTER’S Agreements, the Marks, and related assets and obligations
from the First Chester’s by operation of law effective as of December 31, 2007, as a result of our
merger with the First Chester’s and another affiliate. We were the surviving entity in the merger.
The First Chester’s offered CHESTER’S Restaurant franchises from approximately March 1,
2004 through December 2007. There were 44 CHESTER’S Restaurant franchises in operation as
of December 31, 2007. The First Chester’s never offered franchises in any other line of business.

Franchise Rights Offered

We grant you the right to establish and operate a franchised CHESTER’S Restaurant at a
specific location in a specific market according to our system (the “System”), which we have the
right to improve and develop over time. Your Restaurant will be located within the existing retail
premises where you already operate a business like a convenience store or at a food court, strip
mall, or other non-traditional location (such as a sports arena or stadium). Restaurants offer a
special selection of menu items like bone-in chicken, chicken filet, chicken filet sandwiches,
chicken tenders, and an assortment of side orders like fried potatoes, vegetables, biscuits, toast,
and salads. From 2008 to 2014, we also offered franchises for CHESTER’S CHICKEN ON THE
FLY Restaurants, a small, self-service “grab ‘n go” concept that operated from a modular kiosk-
type unit within a retail business’s existing space and whose operations are not as expansive as
those of a typical CHESTER’S Restaurant. There were no CHESTER’S CHICKEN ON THE
FLY Restaurants in operation as of December 31, 2022.

The restaurant business, particularly the quick-service restaurant business, is highly
competitive and often affected by changes in taste, eating habits, and local and national
economic conditions. The principal bases of competition are quality and price of food products
offered, but name identification, site selection, speed of service, advertising, and attractiveness of
facilities also are important. Your competition will include other quick-service restaurants close
to your Restaurant, including franchised and non-franchised national and regional restaurant
chains, and secondary competition, including coffee shops, budget restaurants, grocery stores
offering prepared foods, and convenience stores serving hot food. Your competition also may
include Licensed Restaurants and other CHESTER’S Restaurants located in your geographic
area. Competition for management and other operating personnel is intense within the industry.
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Sales generally are seasonally affected and might be lower during winter months or in certain
areas (for example, vacation areas).

Industry-Specific Regulations

There are no regulations that apply specifically to the industry in which CHESTER’S
Restaurants operate. However, you must comply with laws that apply generally to all businesses.
Each franchised Restaurant will be subject to local health inspection authorities that govern food
handling, temperatures, and other health considerations; federal, state, and local building and
zoning codes; and immigration, tax, unemployment, workers compensation, discrimination, and
disability laws. You should investigate all these laws.

ITEM 2
BUSINESS EXPERIENCE

Managing Director: Wynn Giles

Mr. Giles has been our Managing Director since January 2018 and an owner since
January 2012.

General Manager: Alexis Lobodocky

Ms. Lobodocky has been our General Manager since October 2017.

Executive Vice President: Andy Chand

Mr. Chand has been our Executive Vice President since June 2021. He was Vice
President Market Operations - North America for Subway in Milford, Connecticut from January
2019 to June 2021, and Senior Vice President at Huntington Learning Center in Oradel, New
Jersey from May 2017 to January 2019.

Vice President of Marketing: William Culpepper

Mr. Culpepper has been our Vice President of Marketing since March 2018. He was the
Director of Channel Marketing for Royal Cup Coffee in Birmingham, Alabama from 2006 to
March 2018.

Chief Financial Officer: Jonathan Wilhite

Mr. Wilhite has been our Chief Financial Officer since April 2022. He was the Chief
Financial Officer for Quickload, LLC in Miami, Florida from December 2020 to April 2022, and
Vice President of Finance for Convoy Capital, LLC from March 2018 to December 2020.

Regional Director: David Wulf

Mr. Wulf has been our Regional Director since January 2018.

CHESTER’S FDD (FINAL 2023) 4
EAST\199911871.2



Regional Director: Oliver VVereschagin

Mr. Vereschagin has been our Regional Director since June 2021. Previously he served
as our Regional Manager from June 2019 to June 2021, and Franchise Business Consultant from
May 2017 to June 2019.

ITEM3
LITIGATION

No litigation is required to be disclosed in this Item.

ITEM4
BANKRUPTCY

No bankruptcy information is required to be disclosed in this Item.

ITEMS
INITIAL FEES

You must pay us a $3,500 training fee in a lump sum when you sign the Agreement.
The training fee is not refundable under any circumstances. During the 2022 fiscal year, the
training fees we received from franchisees ranged from $0 to $3,500.

Besides paying the training fee, you must buy various equipment, signage, fixtures, and
product inventory before you open your Restaurant. The cost of all items available from us will
depend on the Restaurant’s anticipated venue and the items already in place. The expected range
is $12,000 to $50,000 for a Restaurant to be located in a convenience store or similar retail
business. You must have the core equipment to bread, fry, and merchandise CHESTER’S menu
items. You may buy this equipment from us or use existing equipment we approve. You may buy
certain proprietary food products and preparation supplies from unaffiliated suppliers. However,
as described in Item 8, we have the right to require you to buy some or all of these items from
designated exclusive sources, including us. None of the amounts you pay to us for any special
order equipment is refundable. Special order equipment includes electric and/or gas powered
cooking or food holding equipment, any custom signage, and other custom marketing materials.
All other amounts paid to us for various equipment, signage, fixtures, and product inventory are
refundable to you.

If you cancel your order for various equipment, signage, fixtures, and product inventory
within 3 weeks from the estimated shipping date, or after some or all of the products are received
by Chester’s, then we may charge you a product cancellation fee equal to 10% of the total
amount that is canceled. If you return any equipment, signage, fixtures, or product inventory to
us any time, then we may charge you a restocking fee equal to 20% of the total amount that is
returned, plus any freight cost we incur on your behalf. If we determine that you have failed to
participate in the required pre-opening activities as required under your franchise agreement,
then in addition to any remedy available to us under the franchise agreement, we may charge you
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a storage fee equal to 10% of the total amount that is stored for storing any equipment, signage,
fixtures, or product inventory that you ordered, but that we have not yet delivered to your
Restaurant.

Before you open your Restaurant, we will conduct a restaurant-readiness review
assessment at no additional charge to you. However, if we determine that your Restaurant does
not pass the assessment and we must reassess the Restaurant multiple times, we have the right to
charge you our costs and expenses. We currently estimate this cost to be approximately $500 per
assessment. This payment is not refundable.

ITEM 6
OTHER FEES
Column 1 Column 2 Column 3 Column 4
Type of fee* Amount Due Date Remarks
Marketing Materials $200 per quarter 4 times per year on the This is for physical or
Fee dates we designate digital samples of
We have the right to marketing materials we

increase this fee upon | Payment is due by credit | will prepare and
90 days’ prior written | card or automatic debit periodically send you.
notice to you,

although the quarterly We do not require your
fee will not exceed participation in advertising
$325 funds or cooperatives.

Marketing Materials Not to exceed $200 When billed Due if we implement

for Special Offerings per special offering special offerings or

or Promotions or promaotion Payment is due by credit | promotions for

card or automatic debit CHESTER’S Restaurants
during the franchise term.

POS Technology Fee | $250-$325 per month | Monthly on the dates we | Due if you buy the POS
designate (beginning with | system hardware we
We have the right to | the month in which you currently recommend (but

increase this fee upon | buy the POS system) have the right to require
90 days’ prior written you to buy during the
notice to you, Payment is due by credit | franchise term).

although the monthly | card or automatic debit
fee will not exceed

$350
Additional Training or | Not to exceed $500 As incurred Due for training and
Assistance per day plus out-of- assistance beyond what we
pocket expenses typically give to
franchisees. We have the
right to charge you for
additional or special
guidance, assistance, or
training you need or
request, including if the
CHESTER’S FDD (FINAL 2023) 6

EAST\199911871.2




Column 1 Column 2 Column 3 Column 4
Type of fee* Amount Due Date Remarks
Restaurant fails an
inspection.
Reinspection or $300 per visit As incurred Due for re-inspections or

Reuvisit

Payment is due by credit
card or automatic debit

revisits if the Restaurant
fails an inspection survey,
the Restaurant is
temporarily closed when
we visit, or you interfere
with the inspection
process.

Product and Service
Purchases

As described in Item
8

As described in Item 8

You will buy products and
services from us,
designated and approved
vendors whose items meet
our standards and
specifications, and/or other
suppliers to the industry.

Product Cancellation
Fee

10% of the total
amount that is
canceled

As incurred

We may charge you the
Product Cancellation Fee if
you cancel the order 3
weeks from the estimated
ship date or after some or
all of the ordered products
are received by Chester’s.

Product Restocking
Fee

20% of the total
amount that is
returned, plus freight
costs

As incurred

We may charge you the
Product Restocking Fee,
plus any freight cost, for
any damaged products you
return to us.

Product Storage Fee

10% of the total
amount that is stored

As incurred

We may charge you the
Product Storage Fee if any
shipment dates are
rescheduled if we
determine, in our sole
discretion, that you have
not participated in the
required pre-opening
activities, including
attending required training.

Indemnification

Will vary under
circumstances

As incurred

You must reimburse us if
we are held liable for
claims from your
Restaurant’s operation or
incur costs in defending
them.
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Column 1 Column 2 Column 3 Column 4
Type of fee* Amount Due Date Remarks
Liquidated Brand $5,000 As incurred Due if you or your owners
Damages violate non-competition
restrictions described in
Items 17(q) and ().
De-Branding Fee $1,500 As incurred Due if you do not comply
with payment and
Payment is due by credit | Restaurant-specific
card or automatic debit physical de-branding
obligations within 14
business days after
Agreement expires or is
terminated.
* Except for product and service purchases described in Item 8, all fees are imposed and

collected by and payable to us. No fee is refundable. If you sign a franchise agreement to
develop and operate multiple Restaurants, we may reduce or waive certain fees. Otherwise,
except as noted in this chart, all fees are uniformly imposed.

ITEM 7
ESTIMATED INITIAL INVESTMENT

YOUR ESTIMATED INITIAL INVESTMENT

Column 1 Column 2 Column 3 Column 4 Column 5
Type of Amount Method of When due To whom payment
expenditure* payment is to be made
Training Fee $3,500 Lump sum At signing of Us
Agreement
Insurance! $0 - $10,000 As arranged As incurred Insurers
Rent and Security See Note 2 As arranged As incurred Owner/Lessor
Deposit?
Build-out Cost® $0 - $200,000 As arranged As incurred Contractors and
Suppliers
Equipment, $12,000 - $50,000 As arranged As incurred® Approved
Furniture, Signage, Suppliers,
and Fixtures* including Us®
Initial Inventory’ $2,000 - $9,000 As arranged As incurred Approved
Suppliers,
including Us®
Grand Opening $0 - $4,000 As arranged As incurred Advertising
Advertising Sources
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Column 1 Column 2 Column 3 Column 4 Column 5

Type of Amount Method of When due To whom payment
expenditure* payment is to be made
Additional Funds® $10,000 - $20,000 As arranged As incurred Third Parties
(3 Months)
Total $27,500 - $296,500

(excluding real
estate lease and

purchase costs)

* Except for security deposits, no payment above is refundable.

* Because the initial brand standard training program occurs at your Restaurant, we do
not anticipate that your trainees will incur any travel, lodging, or living expenses while attending
the initial brand standard training program. Also, before you open your Restaurant, we will
conduct a restaurant-readiness review assessment at no additional charge to you. However, if we
determine that your Restaurant has not passed the assessment and we undertake the assessment
multiple times, we have the right to charge you for the costs and expenses we incur to conduct an
assessment. Currently, we estimate this cost to be approximately $500 per assessment.

! The figures in the chart estimate your insurance costs during the first 3 months of
operation. You might need to pay the entire annual premium in advance. Costs might vary
among underwriters and be based on how long you have been in business, your financial
condition, your prior risks, and Restaurant location.

2 All Restaurant-in-Store franchises will be located within your existing space, so you
should have no significant additional rent/lease obligations unless you pay percentage rent. For a
CHESTER’S Restaurant at a food court, a strip mall, or other non-traditional locations (such as a
sports arena or stadium), we assume that you will lease the building or space for the Restaurant.
However, if you currently own the building in which the Restaurant will be located, you should
incur no rental costs. While we anticipate that the average in-line/food court Restaurant size will
be 1,200 square feet, your Restaurant’s size will depend on the location you choose. If you lease
space from a third-party landlord, your monthly rent will depend on the location, the demand for
the location among prospective lessees, general rental rates in that geographic area, whether the
landlord adds tenant build-out allowances into the rent, and similar factors. You might have to
pay base rent and percentage rent based on Restaurant gross sales. If utilities, taxes, and
insurance are included in rent, then the rent also might increase. You also should expect to pay a
security deposit equal to 1 or 2 months’ rent.

% If you operate a Restaurant-in-Store in a convenience store, this figure assumes the
Restaurant will have 500 square feet. If you operate a CHESTER’S Restaurant at a food court or
strip-mall location, this figure assumes the Restaurant will have 1,200 square feet. The costs to
build out an existing facility for your Restaurant depends on whether an existing food or deli-
type facility is being converted, whether a drive-thru window is being added, the Restaurant’s
square footage and dimensions, whether seating is added, kitchen size, adequate hood systems
and HVAC (heating, ventilation, and air conditioning), and other factors.
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4 If you operate under the CHESTER’S Mark, you must buy or lease certain equipment,
including kitchen and serving-line equipment, a decor package, refrigeration and installation,
point-of-sale materials, a safe, menu-boards, miscellaneous small wares, and signage. The
Restaurant’s equipment package depends on the presence of existing food-service or deli-type
facilities, square footage and anticipated volumes, the menu format, and whether a drive-thru
window is being added.

> As of this disclosure document’s issuance date, you have the right to purchase the
fryers, breading and batter table, hot cases, landing table, and oil-removal caddy you need to
operate the Restaurant from us or an unaffiliated third-party food-service equipment supplier.
However, we have the right to require you to buy these items from specified exclusive sources
(including us or our affiliates) at the prices the source decides to charge.

® We provide a list of approved suppliers from whom you can purchase furnishings,
fixtures, signage, and equipment.

" We estimate that the range given will cover initial product inventory and cleaning,
office, and general supplies to open the Restaurant.

8 You currently must purchase required breading, marinades, and paper products. We are
the primary supplier of these products, which are manufactured specially for the CHESTER’S
System, and sell these proprietary items to unaffiliated suppliers who then resell them to our
franchisees. We license certain suppliers to prepare breading and marinades using our
proprietary formulas. As of this disclosure document’s issuance date, you have the right to
purchase these items from us or from an unaffiliated third-party supplier. However, we have the
right to require you to buy these items from specified exclusive sources (including us or our
affiliates) at the prices the source decides to charge.

% This estimates the funds needed to cover your initial expenses for the first 3 months of
operation (other than the items identified separately in the table). It includes payroll costs but not
any draw or salary for you. You might need additional working capital during the first 3 months
you operate your Restaurant and for a longer time period after that. This 3-month period is not
intended, and should not be interpreted, to identify a point at which your Restaurant will break
even. We have relied on our principals’ many collective years of experience in the food-service
equipment and supply industry, and outside consultants, to compile this Additional Funds
estimate. You should review all figures in this Item 7 carefully with a business advisor before
you decide to acquire the franchise. Neither we nor our affiliates offer financing directly or
indirectly for any part of the initial investment. The availability and terms of third-party
financing depend on the availability of financing generally, your creditworthiness and collateral,
and lending policies of financial institutions. The estimate does not include any finance charge,
interest, or debt-service obligation.
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ITEM8
RESTRICTIONS ON SOURCES OF PRODUCTS AND SERVICES

Real Estate. You need not purchase or lease any real estate from us or our affiliates.

Restaurant Build-Out. You must develop the Restaurant in compliance with our System
and ensure that all plans and specifications comply with our requirements, applicable laws, and
lease requirements. We will give you required and recommended specifications and layouts for a
CHESTER’S Restaurant. You must give us, and we have the right to review and approve, all
plans and specifications before you begin constructing the Restaurant.

You must buy all food items, ingredients, equipment, furnishings, supplies, materials, and
other items used or offered for sale at the Restaurant only from suppliers (including
manufacturers, distributors, and other sources) that satisfy our then-current standards and
specifications; possess adequate quality controls and capacity to supply your needs promptly and
reliably; and have received our approval. With respect to our and our affiliates’ trade-secret or
proprietary food products and other branded items, we have the right to limit suppliers to us, our
affiliates, and/or other specified exclusive sources, in which case you must acquire those trade
secret or proprietary food products and other branded items during the franchise term only from
us, our affiliates, and/or the other specified exclusive sources at the prices we and they decide to
charge. We have the right to restrict your sources of trade secret and proprietary food products
and other branded items in order to protect trade secrets, assure quality, assure a reliable supply
of products that meet our standards, achieve better purchase and delivery terms, control use of
the Marks by third parties, and monitor the manufacture, packaging, processing, and sale of these
items.

We license the Marks to certain unaffiliated suppliers to make and brand the proprietary
seasonings and specially-formulated pre-prepared mixes (which includes breading, batter dip,
and marinades), branded fresh and frozen poultry products, frozen potato wedges and paper
products (which includes packaging, napkins, cups, and other products used in the operation of
the Restaurant) (collectively, the “Proprietary Goods™). The suppliers then sell the Proprietary
Goods to our designated distributors, and you must purchase the Proprietary Goods from one or
more of our designated distributors, of which we are one.

We encourage you to purchase new equipment and fixtures for the Restaurant. We
currently are the designated supplier for the core equipment package (fryers, breading and batter
table, hot display case, landing table, and oil-removal caddy) approved for use in the Restaurant.
In limited circumstances, however, we may allow you to purchase the core equipment package
from another designated supplier. We are also an approved (but not the only) supplier for other
equipment and fixtures, which are also available through designated suppliers. While we
encourage you to purchase new equipment and fixtures, you can purchase used equipment
(which need not be purchased from an approved supplier) if it has been in service for less than 2
years and otherwise meets our quality standards. Besides the items described above, we also
currently are an approved (but not the only) supplier of marketing materials. Except for us, in
which our officers naturally own an interest, one of our officers owns a non-controlling interest
in Wynn’s Grain and Spice, LLC, which currently manufactures various consumables and sells
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those items to us for resale to our franchisees (indirectly through unaffiliated third-party
distributors and grocery wholesalers).

The cost of food items, ingredients, equipment, furnishings, supplies, materials, and other
items may vary among Restaurants. These cost variations are due to your Restaurant’s proximity
to the supplier’s distribution center, the number of deliveries scheduled to your area each week,
actual transportation costs, and other factors.

Because we currently require you to purchase products only from designated or approved
suppliers already established for the CHESTER’S System, or only in compliance with our brand
standards and specifications, we will not consider your request to buy from a then-unapproved
supplier any product you will use at or sell from the Restaurant. Therefore, we currently have no
process in place for granting and revoking approval of alternative suppliers and do not issue any
criteria for consideration. We have no intention or obligation to approve alternative or additional
suppliers for any products.

You must permit us or our agent at any reasonable time to remove samples of food or
non-food items from your Restaurant without payment to determine whether the samples meet
our then-current standards and specifications.

Formulae for proprietary seasonings and specially-formulated pre-prepared mixes are not
available to you, other franchisees, or non-designated suppliers. Standards and specifications for
other food and paper products are not uniformly issued to franchisees but are available for
specific products upon a franchisee’s written request. We determine the standards and
specifications for those food and paper products, sometimes in consultation with suppliers, to
assure our desired quality of ingredients, size, flavor, and appearance and our desired quantities
for each product. We issue and modify standards and specifications through consumer research
and internal product testing.

We have the right to revoke our approval of particular products or suppliers when we
determine that those products or suppliers no longer meet our standards. If we notify you that we
have revoked approval of a product or supplier, you must stop selling any disapproved products
and stop purchasing from any disapproved supplier. We and our affiliates have the right to
receive payments from suppliers on account of their actual or prospective dealings with you and
other franchisees and to use all amounts received without restriction for any purposes we deem
appropriate (unless we and our affiliates agree otherwise with the suppliers). Certain suppliers to
our franchisees (who sell directly to franchisees or indirectly through distributors in the supply
chain) have agreed to pay us license fees on franchisee purchases of shortening products,
blended proprietary items, paper goods, and signs and promotional items. These fees range from
0.5% to 30% of their gross sales depending on the particular item.

During 2022, we received a total of $40,418,000 from direct franchisee purchases of
certain equipment and proprietary food products and from purchases by unaffiliated suppliers
and grocery wholesalers to whom we sold certain equipment and proprietary food products for
resale to our franchisees. That is 88.15% of our total revenue of $45,849,118. These figures are
from our audited financial statements. Our affiliates did not receive any revenue from direct
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franchisee purchases and leases during 2022. We estimate that the cost of your purchases from
designated or approved suppliers will be approximately 70% to 95% of the total cost to establish,
and approximately 20% to 30% of the total annual cost to operate, your Restaurant.

We do not provide material benefits to you (for example, renewal or granting additional
franchises) for purchasing particular products or services or using particular suppliers. We
negotiate purchase agreements, including price terms, with suppliers for some items described in
this Item 8 (shortening, breading supplies, frozen poultry, potato wedges, paper goods,
packaging, and equipment). In doing so, we seek to promote the overall interests of our franchise
system and our interests as the franchisor and not the interests of any particular franchisee. There
are no purchasing or distribution cooperatives in our system.

If, at any time, we modify our standards for the Restaurant (to include remodeling or
modernization measures) relating to signage, equipment (which may include the CHESTER’S
POS system), inventory, fixtures, accessory features, furnishings, design, layout, or maintenance
(the “Modifications”), you must comply with and complete the Modifications within the
timeframe we specify.

Insurance. You must have the types and amounts of insurance coverage appropriate in
your market for the Restaurant’s business activities, which must include at least $1 million of
comprehensive general liability coverage.

ITEM9
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.

Obligation Section in agreement Dlsclosui;iﬂocument

a. Site selection and Not Applicable 11 and 12
acquisition/lease

b. Pre-opening 5,6,8,9, 10, and 16 of Agreement 5,7,and 8
purchases/leases

C. Site development and other 6 of Agreement 7,8,and 11
pre-opening requirements

d Initial and ongoing training 4 and 7 of Agreement 7and 11

e. Opening 6 of Agreement 11

f. Fees 5,7,9,11, 14, 20, and 22 of Agreement 5,6,7,and 11

g Compliance with standards 6, 8, 10, and 13 of Agreement 8,11,and 14
and policies/operating
manual

h. | Trademarks and proprietary 12 and 13 of Agreement 8,13,and 14
information

i. Restrictions on 8 and 9 of Agreement 8 and 16
products/services offered
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Obligation Section in agreement Dlsclosui;iﬂocument
J- Warranty and customer Not Applicable Not Applicable
service requirements
k. | Territorial development and Not Applicable Not Applicable
sales quotas
l. Ongoing product/service 6, 8, 9, and 10 of Agreement 6, 8, and 16
purchases
m. | Maintenance, appearance, 6, 8, and 10 of Agreement 8
and remodeling
reguirements
n. Insurance 17 of Agreement 7 and 8
0. | Advertising 5, 10, and 16 of Agreement 6,7,and 11
p. Indemnification 22 of Agreement 6
g Owner’s participation/ 4 and 7 of Agreement 11 and 15
management/staffing
r. Records and reports 15 of Agreement 11
. Inspections and audits 11 of Agreement 11
t. Transfer 18 of Agreement 17
u. Renewal 3 of Agreement 17
V. Post-termination obligations 20 of Agreement 17
w. | Non-competition covenants 14 of Agreement 17
X. Dispute resolution 26 and 27 of Agreement 17
ITEM 10
FINANCING

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

ITEM 11
FRANCHISOR’S ASSISTANCE, ADVERTISING, COMPUTER SYSTEMS, AND
TRAINING

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

Pre-Opening Obligations

Before you open your Restaurant, we (and/or one of our Area Directors) will:

1.  Give you information about the Restaurant’s layout requirements and signs.
[Agreement — Section 6]

2. Review and approve your plans and specifications for the Restaurant and conduct a
restaurant-readiness review assessment. [Agreement — Section 6]
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3. Provide an initial brand standard training program (described below) to instruct you
and your employees about required procedures and techniques to operate the Restaurant.
[Agreement — Sections 4 and 7]

4.  Give you access to one copy of our confidential manuals (the “Manuals”).
[Agreement — Section 13] The Manuals for a CHESTER’S Restaurant have 180 pages. The
table of contents is in Exhibit C.

5. Give you advice regarding operating the Restaurant and new developments,
techniques, and improvements in areas of restaurant management, food preparation, sales
promotion, and service. [Agreement — Section 4]

6.  Sell you equipment, signage, and various food items. (We deliver these items, or

cause them to be delivered, but are not required to install anything.) [Agreement — Sections 5, 6,
and 9]

Continuing Obligations

During your operation of the Restaurant, we (and/or one of our Area Directors) will:

1.  Provide periodic brand standard training programs we deem appropriate.
[Agreement — Sections 4 and 7]

2. Give you advice regarding operating the Restaurant and new developments,
techniques, and improvements in areas of restaurant management, food preparation, sales
promotion, and service. [Agreement — Sections 4 and 8]

3. Prepare point-of-purchase materials for you (only for Restaurant-in-Store
franchises operated under the CHESTER’S Mark). [Agreement — Section 5]

4.  Periodically inspect the Restaurant. [Agreement — Section 11]
5.  Let you use our Marks. [Agreement — Section 12]
6.  Let you use our confidential information. [Agreement — Section 13]

7. Sell you equipment, signage, and various food items. [Agreement — Sections 6 and
9]

Site Selection

We first must approve your site before signing the Agreement, even if you already have a
site picked out for the Restaurant. When you approach us, we will give you our site-selection
criteria for a Restaurant. Factors we consider in evaluating Restaurant sites include (1) a site’s
visibility from adjacent traffic arteries, (2) ease of entry from and exit to adjacent streets, (3) the
size, density, and income levels of population in the surrounding area, (4) the rental market in the
area, (5) types of nearby businesses, (6) projected cost of leasehold improvements, and (7)
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proximity to another franchised Restaurant or to a Licensed Restaurant. We must accept all sites
before you have the right to sign any lease, sublease, or other document for the site. We will
evaluate the information you give us about a site. Our review process might or might not involve
a physical site inspection. We will not take an unreasonable amount of time to review your
proposed site. However, we need not respond within any particular time. We will either accept or
reject your proposed site. We will not unreasonably withhold our acceptance of a site but can
reject one we consider inappropriate. Although we have the right to accept or reject a
Restaurant’s location, we will not select or designate a Restaurant site for you. Therefore, you
must actively conduct the site-selection process. You have sole risk for your location’s business
and financial suitability. As noted above, we will not sign the Agreement if you have not yet
located the Restaurant’s site.

We anticipate that it takes approximately 2 to 4 months after the Agreement is signed and
you pay the training fee before the Restaurant is ready to open. Factors affecting this timeframe
include construction and remodeling schedules; local ordinance and/or building code
compliance; schedules for installing equipment and signs; completing brand standard training
programs; delivering and stocking inventory; and other events beyond your control. You must
open the Restaurant for business within 6 months after signing the Agreement.

Computer Hardware and Software

You currently have no obligation to buy or use any new electronic cash registers or
computer system for the Restaurant and may use your current systems. However, you must send
us monthly reports regarding the Restaurant’s sales, labor costs, and profits in the format we
specify. [Agreement — Section 15]

We have the right to require you to obtain (but currently only recommend that you
obtain) and use the computer hardware and software, point-of-sale system, printers, tablets,
smartphones, and other computer-related accessories and peripheral equipment we periodically
specify (the “POS System”). The POS System must permit 24-hours-per-day, 7-days-per-week
electronic communications between the Restaurant and us. (Agreement — Sections 5, 8, 10, and
15)

The POS System may include all or some of the following: point-of-sale terminals,
networking switches, kitchen printers and displays, cash drawers, hand-held terminals, credit
card terminals, self-order kiosks, and receipt printers. We estimate the POS System’s cost to
range from $2,000 to $6,000 depending on your Restaurant’s needs.

The third parties whose computer-related products you buy have no contractual right or
obligation to provide ongoing maintenance, repairs, upgrades, or updates unless you obtain a
service contract or a warranty that covers the product. We currently do not provide computer-
related products and therefore have no such obligations. We estimate the cost of ongoing
maintenance, repairs, upgrades, and updates for the POS System to be approximately $250 to
$325 per month (which is covered by the POS Technology Fee). We have the right to increase
the POS Technology Fee upon 90 days’ prior written notice, although the monthly fee will not
exceed $350. The POS System generates and maintains sales, menu mix, and other financial
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information. You must upgrade the POS System, and/or obtain service and support, as we
require or when necessary because of technological developments, including complying with
PCI Data Security Standards. There are no contractual limitations on the frequency and cost of
this obligation. We will have independent, unlimited access to the information the system
generates, although not to employee- or employment-related information for your Restaurant’s
employees.

Training

Before the Restaurant opens, your manager and the employees we designate must attend
and complete our initial brand standard training program to our satisfaction. [Agreement —
Sections 4 and 7] The initial brand standard training program will occur at the Restaurant, so we
do not anticipate any travel, lodging, and living expenses for your trainees. You and your
employees must pay all expenses incurred in attending brand standard training programs that are
not at the Restaurant. We have the right to provide additional brand standard training programs
we deem appropriate. With our prior written approval, your training managers may train new and
additional Restaurant employees.

The initial brand standard training program will last up to 4 days and includes classroom
instruction and/or on-the-job training. We conduct training on an as-needed basis at your
Restaurant. Training should be scheduled so that your trainees successfully complete the initial
brand standard training program and graduate about 1 week before the Restaurant opens.

Other than the initial brand standard training program discussed above, we do not require
additional training or refresher courses. However, we will provide additional training or refresher
training courses upon request at no additional charge to you, although you are responsible for
expenses incurred in attending additional training or refresher training that is not conducted at
the Restaurant.

David Wulf has been with us as Regional Director-East Region since June 2013 and
coordinates all of our initial brand standards training programs in that region. Oliver Vereschagin
has been with us as Regional Director-West Region since May 2017 and coordinates all of our
initial brand standards training programs in that region. Messrs. Wulf and Vereschagin together
have over 20 years of experience in the restaurant industry as General Manager, Certified
Training Manager, and Area Supervisor with several quick-service restaurant concepts.

Direct supervision of classroom and in-restaurant training is provided by staff and Area
Directors with previous CHESTER’S Restaurant management and training experience. Each
staff person will train in the particular area(s) in which he or she has experience. Instructional
materials include a set of Restaurant Training Guides, handouts, and charts. The subjects
currently taught in our brand standard training program are as follows:
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TRAINING PROGRAM

Hours of Hours of On-
Classroom The-Job
Subject Training Training Location
Chester’s Story and Training 30 minutes 0 Your Restaurant
Overview
Review of Operations 30 minutes 0 Your Restaurant
Manuals/Recipe
Books/Training Guides
LSM & Marketing Review 1 hour 30 minutes Your Restaurant
MenuBuilder 2 hours 0 Your Restaurant
Restaurant Management 1 hour 0 Your Restaurant
Inventory Control/Ordering 30 minutes 0 Your Restaurant
Guide
Training Discussion/Support 1 hour 0 Your Restaurant
Visit Follow Up
Customer Service 30 minutes 2 hours Your Restaurant
Food Preparation Procedures 2 hours 3 days Your Restaurant
Packaging Procedures 30 minutes 3 days Your Restaurant
Filtering and BoilOut of Fryers 30 minutes 3 days Your Restaurant
Breakfast Preparation 15 minutes 3 days Your Restaurant
Product Preparation 0 3 days Your Restaurant
Product Specifications and 0 3 days Your Restaurant
Packaging
Customer Service Practicum 0 3 days Your Restaurant
Advertising

We do not require franchisees to contribute to or participate in an advertising or
marketing fund. You must pay us a quarterly marketing materials fee. This is for physical or
digital samples of marketing materials we will prepare and periodically send you. We charge
$200 per quarter and have the right to increase the quarterly fee upon 90 days’ prior written
notice to you (although the quarterly fee will not exceed $325). We also have the right to charge
you up to $200 for materials we prepare for each special product offering or promotion.

You also must advertise your Restaurant at your own expense on a reasonable number of
DOT signs on nearby interstates. However, if no DOT signs are available for advertising
activities, you need not conduct this advertising until they become available. We and you
periodically will discuss and reasonably determine the availability of DOT signs for advertising.
We need not spend any amount on advertising in your market area. In all cases, we have the right
to review and approve (or disapprove) all advertising and promotional materials you propose to
use. You have no right to use any advertising or promotional materials we have not approved or
have disapproved. While there is no contractual timeframe within which we must respond, we
expect to respond to you within 30 days. You cannot without our prior written approval develop,
maintain, or authorize any website that mentions the Marks. [Agreement — Sections 8 and 12]
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There currently are no advertising cooperatives or franchisee advertising councils in our
System. If we choose to form them (although our Agreement does not address this issue), we
likewise would have the power at any time to change, dissolve, or merge them.

ITEM 12
TERRITORY

You will not receive an exclusive territory. You may face competition from other
franchisees, from outlets that we own, or from other channels of distribution or competitive
brands that we control. You also do not have any type of non-exclusive territory. We and our
affiliates have the right at all times during the franchise term to engage in any and all activities
we deem appropriate, at any time or place and through any distribution channels we choose (such
as the Internet, catalog sales, telemarketing, or other direct marketing sales). We need not pay
you any compensation if we solicit or accept orders from any customers, regardless of their
location.

If you operate a Restaurant-in-Store franchise, you will operate your Restaurant within
your existing business premises. If you will operate a food court/strip mall franchise or other
non-traditional franchise (such as at a sports arena or stadium), you will operate your Restaurant
from a site you lease in a food court, strip mall, sports arena, or stadium. We have the right to
terminate the Agreement if you fail to open the Restaurant within 6 months after the
Agreement’s effective date. You have the right to operate only from the accepted location and
have no right to relocate within your existing business premises or elsewhere without our prior
written permission. Whether we will permit relocation depends on the specific circumstances and
what we consider to be in your Restaurant’s and our system’s best interests. We do not expect
relocation to occur often because the Restaurant typically is located in your existing business
premises. You are not restricted from advertising away from your location if all sales are made at
the location. You have the right, with our prior written approval, to solicit sales and orders from
your franchised location for delivery to a remote location (including catering). You have no right
to use other channels of distribution to make sales away from your location.

Except as described below, neither we nor any affiliate has established, or presently
intends to establish, other franchised or company-operated restaurants or another distribution
channel (such as the Internet, catalog sales, telemarketing, or other direct marketing sales) selling
or leasing similar products or services under a different trade name or trademark (although we
have the right to do so, as noted above).

As described in Item 1 above, the First Chester’s and Giles licensed retail operators
operate restaurants or sell chicken products under the CHESTER FRIED Total Program. We are
now the licensor of those Chester Fried Licensed Restaurants. Those retail operators may
continue using the CHESTER FRIED trademark if they satisfy certain standards and procedures.
In certain parts of the United States, we may continue allowing certain experienced food-service
operators, and chain accounts who already operate one or more Chester Fried Licensed
Restaurants, to develop and operate additional Chester Fried Licensed Restaurants. We generally
anticipate doing so only when the experienced food-service operator or chain account prefers
(for its own business reasons) not to acquire a CHESTER’S Restaurant franchise.
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As further described in Item 1 above, the CHESTER’S Licensed Restaurants use the
Marks, including the Primary Mark, to offer and sell our proprietary products so long as they
satisfy certain standards and procedures. We are the licensor to the CHESTER’S Licensed
Restaurants. We currently offer qualified individuals or entities the right to operate CHESTER’S
Licensed Restaurants from existing foodservice or restaurant operations. We anticipate entering
into license agreements for CHESTER’S Licensed Restaurants with experienced foodservice
operators or chain account holders to operate within supermarkets or similar locations.

We do not anticipate any material conflicts (in terms of customers and franchisor
support) between the CHESTER’S Restaurant franchises offered in this disclosure document and
CHESTER FRIED Licensed Restaurants or CHESTER’S Licensed Restaurants because the
Licensed Restaurants operating at these various locations generally focus on different customer
groups. Nevertheless, we will use reasonable efforts to resolve any conflicts that do arise because
it is in our best interests to do so.

As noted in Item 1, we sell to non-Chester’s food-service operators (directly or through
unaffiliated distributors) chicken cooking equipment that is similar to the equipment you will
buy from us or unaffiliated distributors and then use in operating your Restaurant. An affiliate of
ours, BirdShack, LLC (“BirdShack™), sells chicken-related food products (under the BirdShack
name) to non-Chester’s food-service operators (directly or through unaffiliated distributors).
These operators have no right to use any Mark you have the right to use under your Agreement.
They will sell chicken products as a menu item under their own trade names and brands as part
of their existing retail foodservice businesses, or under the BirdShack name. These operators sell
their chicken products from their own physical premises, although they might engage in some
off-premises advertising that competes with your advertising. We do not anticipate any material
conflicts between CHESTER’S Restaurant franchises and these other food-service operators in
terms of customers and support, although we will use reasonable efforts to resolve any conflicts
that do arise. BirdShack’s principal place of business is the same as ours (2020 Cahaba Road,
Mountain Brook, Alabama 35223).

Besides what we describe above, we sell and may continue to sell equipment, and
BirdShack sells and may continue to sell consumable products (breading, etc.), to food or
equipment distributors (as applicable) or directly to restaurant operators that compete with you,
although these other operators will not use any trademarks owned by us or our affiliates (other
than BirdShack).

You have no options, rights of first refusal, or similar rights to acquire additional
franchises. Continuation of your franchise does not depend on your achieving a certain sales
volume, market penetration, or other contingency.

ITEM 13
TRADEMARKS

You have the right to use certain trademarks, service marks and trade dress (individually,
a “Mark” and collectively, the “Marks”) in operating the Restaurant. The principal Mark for
CHESTER’S Restaurant franchises is CHESTER’S (the “Principal Mark”). The Principal Mark
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has been in use since 2004, and was registered on the United States Patent and Trademark
Office’s (USPTO) Principal Register on November 6, 2007 (Registration Number 3,206,105).
We acquired the Principal Mark as part of the merger described in Item 1. The Principal Mark
generally covers batter, marinade, breading, and mixes (in International Class 30); restaurant
services, food preparation services and take-out food services (in International Class 43); and
paper products such as napkins, carry-out boxes, bags, and posters( in International Class 16).
We have filed all required affidavits of use for the Principal Mark. We also have renewed the
Registration of the Principal Mark (in 2017).

Other related Marks that we own include the following:

Mark Registration Registration Register Renewed
Number Date
CHESTER FRIED 1,884,056 03/14/1995 Principal Yes
(And Design)
CHESTER’S (And Design) 3,011,320 11/01/2005 Principal Yes
3,050,595 01/24/2006 Principal Yes
CHESTER’S (And Design) 6901638 11/15/2022 Principal Not
Applicable
7
Chesters
CHESTER'S CHICKEN 6828173 08/23/2022 Principal Not
ON THE RUN (And Applicable
Design)
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Mark Registration Registration Register Renewed
Number Date
CHESTER'S CHICKEN 6828172 08/23/2022 Principal Not

ON THE RUN (And
Design)

Chestere

CHICKEN ON THE RUN

Applicable

All of these Marks are registered on the USPTQO’s Principal Register. All required affidavits of
use have been filed, and all Registrations of these Marks have been renewed.

You must follow our rules when you use the Marks, including giving proper notices of
trademark and service-mark registration and obtaining fictitious or assumed-name registrations
required by law. You have no right to use any Mark in your corporate or legal business name;
with modifying words, terms, designs, or symbols (except for those we license to you); in selling
any unauthorized products or services; or as part of any unauthorized domain name, homepage,
electronic address, or otherwise in connection with a website.

There are no currently effective material determinations of the USPTO, the Trademark
Trial and Appeal Board, the trademark administrator of any state, or any court, and no pending
infringement, opposition, or cancellation proceedings or material litigation, involving the
principal Marks. We do not actually know of either superior prior rights or infringing uses that
could materially affect your use of the Marks in any state. No agreement limits our right to use or
license the Marks.

The Agreement does not require us to protect your right to use the Marks listed above or
to protect you against claims of infringement or unfair competition from your use of the Marks.
You have no contractual obligation to notify us of any apparent infringement or challenge to
your use of any Mark or of any person’s claim of any rights in any Mark. In all these cases, we
have the right to take the action we deem appropriate (including no action). Because we own the
Marks, we would expect to control exclusively any litigation, USPTO proceeding, or other
administrative proceeding arising from any infringement, challenge, or claim. We have no
obligation to participate in your defense and/or indemnify you for expenses or damages if you
are a party to an administrative or judicial proceeding involving a Mark we license to you or if
the proceeding is resolved unfavorably toward you. You must cooperate with us in defending or
settling litigation. Our Agreement does not address our right to change the Marks during the
franchise term.
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ITEM 14
PATENTS, COPYRIGHTS, AND PROPRIETARY INFORMATION

No patents or patent applications are material to the franchise. We claim copyrights in
our Manuals (which contain our trade secrets), Website, menus and menu-boards, construction
plans and specifications, advertising materials, specifications, training handbooks, and other
items used in operating CHESTER’S Restaurants. We have not registered these copyrights with
the United States Copyright Office but need not do so at this time to protect them. You have the
right to use these items only as we specify while operating your Restaurant (and must stop using
them if we so direct you). We also have developed certain trade dress for the CHESTER’S
System in which we claim proprietary rights, including color schemes, patterns, designs, and
décor. You might use some aspects of this trade dress at your Restaurant.

There currently are no effective adverse determinations of the USPTO, the United States
Copyright Office, or any court regarding the copyrighted materials. No agreement limits our
right to use or allow others to use the copyrighted materials. We do not actually know of any
infringing uses of our copyrights that could materially affect your use of the copyrighted
materials in any state.

We need not protect or defend copyrights, although we intend to do so if in the system’s
best interests. We have the right to 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 proceeding involving a copyright.

Our Manuals and other materials contain our confidential information (some of which
constitutes trade secrets under applicable law). You have no right to use our confidential
information in an unauthorized manner. You must take reasonable steps to prevent its improper
disclosure to others and use non-disclosure agreements with those having access. You must keep
the Manuals at the Restaurant and make sure they are current. If there is a dispute over the
Manuals’ contents, our master copies control.

You must not, either during or after the franchise term, communicate, divulge, or use for
anyone else’s benefit any confidential information, knowledge, or know-how concerning the
method of operating the Restaurant that is communicated to you; techniques; recipes; formulas;
processes; designs; financial information; and other information of which you become aware
while operating the Restaurant. We will disclose proprietary recipes and preparation methods
necessary for you to operate the Restaurant but need not disclose the contents of proprietary
seasonings, ingredients, and mixes purchased from designated or approved suppliers.

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

Your principal owners need not participate in the Restaurant’s day-to-day operations, and
we do not necessarily recommend that you do so. However, if they do not do so, you must
employ a manager to participate in the Restaurant’s day-to-day operations. Your manager must
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devote the necessary time and efforts to supervise and conduct the Restaurant’s operation. Your
manager and other Restaurant employees must attend and complete our initial brand standard
training program to our satisfaction. All who do so will be considered certified in our brand
standard training program. Your manager and other on-site employees need not have an equity
interest in the Restaurant or you but must agree in writing to preserve confidential information to
which they have access. We do not require franchisee owners to sign a guarantee of
performance.

ITEM 16
RESTRICTIONS ON WHAT THE FRANCHISEE MAY SELL

You must offer and sell all menu items and products, and perform all services, we
periodically require for CHESTER’S Restaurants operated at your type of location. You have no
right to offer or sell any menu items or products, or perform any services, we have not
authorized. We have the right periodically to change required and/or authorized menu items and
services and equipment specifications (including required use of our designated POS system).
There are no limits on our right to do so. Once a menu item, product, or service has become
unauthorized, your Restaurant no longer may offer or sell it. You must operate the Restaurant in
compliance with all applicable federal, state, and local laws, ordinances, and regulations. You are
not limited in the customers with whom the Restaurant does business from its premises.

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.

Section in franchise or

Provision other agreement Summary

a. | Length of the 3 of Agreement 5 years
franchise term

b. | Renewal or 3 of Agreement You have no contractual right to renew or
extension of the extend the term. Any renewal or extension is
term only upon our and your mutual written

consent.

c. | Requirements for 3 of Agreement If we are willing to renew, you first must
franchisee to renew correct all deficiencies in the Restaurant’s
or extend operation that we identify and upgrade,

remodel, and redecorate the Restaurant to
conform to the then-current image of a
Chester’s Restaurant and the System.

Because you have no right to renew or extend
the Agreement term, if we choose to continue
our relationship with you, we have the right to
extend the existing Agreement’s term for more
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Provision

Section in franchise or

other agreement

Summary

time or have you sign our then-current form of
Agreement, the terms of which may differ
materially from those in your existing
Agreement.

Termination by
franchisee

Not Applicable

You have no contractual right to terminate the
Agreement. However, you have the right to
terminate the Agreement on any grounds
available under applicable state law.

Termination by
franchisor without
cause

Not Applicable

We have no right to terminate your Agreement
without cause.

Termination by
franchisor with
cause

18 and 19 of Agreement

We have right to terminate only if you breach
the Agreement.

“Cause” defined —
curable defaults

19 of Agreement

You generally have 20 days to cure all defaults
that by their nature can be cured.

“Cause” defined -

11, 18, and 19 of

Unapproved transfers and third failed in-

non-curable Agreement Restaurant inspection are not curable defaults.
defaults
Franchisee’s 20 of Agreement Obligations include cease operating Restaurant
obligations on and representing yourself as present or former
termination/ franchisee; cease using confidential
non-renewal information, Marks, and trade dress; complete
de-identification; and payment of amounts
due.
Also see (r) below.
Assignment of 18 of Agreement No restriction on our right to assign; we have
contract by the right to assign without your approval.
franchisor
“Transfer” by 18 of Agreement Includes transfer of Agreement, your
franchisee — defined controlling ownership interest, and your actual
management control.
Franchisor approval 18 of Agreement You have no right to transfer without our prior
of transfer by written consent, which we have the right to
franchisee grant or withhold as we deem best.
Conditions for 18 of Agreement The Agreement does not specify any transfer

franchisor approval
of transfer

conditions you must satisfy; we have the right
to grant or withhold approval of a proposed
transfer as we deem best.

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

Not Applicable

The Agreement does not contain this right.
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Provision

Section in franchise or
other agreement

Summary

Franchisor’s option
to purchase
franchisee’s
business

Not Applicable

The Agreement does not contain this right.

Death or disability
of franchisee

Not Applicable

The Agreement does not address this issue.

Non-competition
covenants during
the term of the
franchise

14 of Agreement

You and your owners are not allowed to have
any direct or indirect controlling or non-
controlling interest as an owner in, or perform
services as a director, officer, manager,
employee, consultant, representative, or agent
for, a Competitive Business at the Restaurant’s
location or within a 5-mile radius from the
location. “Competitive Business” means (a)
business preparing and selling to customers
breaded chicken products or the other types of
products (e.g., “sides” such as potato wedges)
that we require the Restaurant to prepare and
sell as of the Effective Date, including, but not
limited to, such businesses as Charley Biggs,
Champs Chicken, Krispy Krunchy Chicken,
Cooper’s Express, Broaster Chicken, and
Chicken King, (b) business that includes a
“Restaurant-in-Store” unit where the
Restaurant-in-Store unit derives more than
twenty-percent (20%) of its revenue from
selling chicken, or (c) business granting
franchises or licenses to others to operate the
types of businesses described in clauses (a) or
(b), other than a CHESTER’S Restaurant
operated under an agreement with us.

Non-competition
covenants after the

Not Applicable

The Agreement does not address this issue.
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franchise is

terminated or

expires

Modification of the 24 of Agreement No modifications generally unless signed by

agreement parties to the Agreement, but we may change
Manuals and standards, specifications, and
operating procedures.

Integration/merger 24 of Agreement Only the terms of the Agreement are binding

clause (subject to state law). Any representations or
promises made outside of the disclosure
document and Agreement may not be
enforceable.
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Section in franchise or
Provision other agreement Summary
u. | Dispute resolution Not Applicable The Agreement does not contain this
by arbitration or provision.
mediation
v. | Choice of forum Not Applicable The Agreement does not contain this
provision.
w. | Choice of law 27 of Agreement Except for federal law, Alabama law applies
(subject to state law).

ITEM 18
PUBLIC FIGURES

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

ITEM 19
FINANCIAL PERFORMANCE REPRESENTATIONS

The FTC’s Franchise Rule permits a franchisor to provide 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 possible performance at a particular location or under
particular circumstances.

We do not make any representations about a franchisee's future financial performance or
the past financial performance of company-owned or franchised outlets. We also do not
authorize our employees or representatives to make any such representations either orally or in
writing. If you are purchasing an existing outlet, 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
Franchise Services, 2020 Cahaba Road, Mountain Brook, Alabama 35223, (800) 646-9403, 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.
These tables include all franchised CHESTER’S Restaurants, regardless of the types of locations
in which they operate, because they operate under the same brand and sell the same products.
(The tables do not include the Licensed Restaurants operated by retail foodservice businesses
under the “CHESTER FRIED Total Program.”
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Table No. 1

Systemwide Outlet Summary

For years 2020 to 2022
Column 1 Column 2 Column 3 Column 4 Column 5
Outlet Type Year Outlets at the Start | Outlets at the End Net Change
of the Year of the Year
Franchised 2020 1226 1186 -40
2021 1186 1071 -115
2022 1071 1081 +10
Company- Owned 2020 0 0 0
2021 0 0 0
2022 0 0 0
Total Outlets 2020 1226 1186 -40
2021 1186 1071 -115
2022 1071 1081 +10
Table No. 2
Transfers of Outlets from Franchisees to New Owners (other than the Franchisor)
For years 2020 to 2022
Column 1 Column 2 Column 3
State Year Number of Transfers
All States 2020 0
2021 0
2022 0
Total 2020 0
2021 0
2022 0
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Table No. 3

Status of Franchised Outlets

For years 2020 to 2022
Col. 1 Col. 2 Col. 3 Col. 4 Col.5 Col. 6 Col. 7 Col. 8 Col. 9
State Year Outlets | Outlets | Termi- Non- Reacquired | Ceased | Outlets
at Start | Opened | nations | Renewals by Opera- | atEnd
of Year Franchisor tions - of the
Other Year
Reasons
Alabama 2020 28 4 0 0 0 11 21
2021 21 2 0 1 0 3 19
2022 19 2 0 0 0 2 19
Arizona 2020 9 0 0 0 0 0 9
2021 9 2 0 0 0 1 10
2022 10 1 0 0 0 1 10
Arkansas 2020 136 17 0 12 0 20 121
2021 121 8 0 3 0 7 119
2022 119 16 0 1 0 3 131
California 2020 62 12 0 1 0 10 63
2021 63 7 0 1 0 9 60
2022 60 13 0 0 0 4 69
Colorado 2020 14 0 0 0 0 0 14
2021 14 0 0 0 0 2 12
2022 12 0 0 0 0 0 12
Connecticut 2020 3 0 0 0 0 0 3
2021 3 1 0 1 0 0 3
2022 3 2 0 0 0 1 4
Florida 2020 12 1 0 0 0 1 12
2021 12 2 0 1 0 1 12
2022 12 4 0 0 0 3 13
Georgia 2020 35 8 0 1 0 5 37
2021 37 1 0 1 0 6 31
2022 31 3 0 0 0 4 30
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Col. 1 Col. 2 Col. 3 Col. 4 Col.5 Col. 6 Col. 7 Col. 8 Col. 9
State Year Outlets | Outlets | Termi- Non- Reacquired | Ceased | Outlets
at Start | Opened | nations | Renewals by Opera- | atEnd
of Year Franchisor tions - of the
Other Year
Reasons
Idaho 2020 5 0 0 1 0 1 3
2021 3 0 0 0 0 0 3
2022 3 0 0 0 0 0 3
Illinois 2020 42 6 0 0 0 2 46
2021 46 4 0 0 0 5 45
2022 45 0 0 0 0 0 45
Indiana 2020 23 3 0 0 0 1 25
2021 25 2 0 1 0 3 23
2022 23 2 0 0 0 3 22
lowa 2020 65 4 0 0 0 1 68
2021 68 1 0 4 0 5 60
2022 60 3 0 1 0 1 61
Kansas 2020 39 3 0 0 0 1 41
2021 41 3 0 2 0 1 41
2022 41 1 0 0 0 1 41
Kentucky 2020 39 3 0 0 0 5 37
2021 37 3 0 6 0 5 29
2022 29 3 0 4 0 6 22
Louisiana 2020 22 1 0 2 0 1 20
2021 20 1 0 2 0 5 14
2022 14 0 0 0 0 1 13
Maine 2020 33 1 0 0 0 2 32
2021 32 0 0 2 0 5 24
2022 24 2 0 0 0 5 21
Maryland 2020 1 0 0 0 0 0 1
2021 1 0 0 0 0 0 1
2022 1 0 0 0 0 0 1
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Col. 1 Col. 2 Col. 3 Col.4 | Col.5 Col. 6 Col. 7 Col. 8 Col. 9

State Year Outlets | Outlets | Termi- Non- Reacquired | Ceased | Outlets

at Start | Opened | nations | Renewals by Opera- | atEnd

of Year Franchisor tions - of the

Other Year

Reasons

Massachusetts | 2020 11 7 0 0 0 3 15
2021 15 1 0 0 0 2 15
2022 15 0 0 0 0 0 15
Michigan 2020 32 5 0 1 0 2 34
2021 34 5 0 0 0 6 33
2022 33 4 0 0 0 2 35
Minnesota 2020 30 1 0 0 0 1 30
2021 30 3 0 1 0 1 31
2022 31 1 0 0 0 5 27
Mississippi 2020 60 6 0 5 0 13 48
2021 48 8 0 2 0 9 45
2022 45 6 0 0 0 10 41
Missouri 2020 61 5 0 0 0 2 64
2021 64 7 0 2 0 6 63
2022 63 6 0 0 0 2 67
Montana 2020 21 0 0 1 0 4 16
2021 16 1 0 0 0 2 15
2022 15 0 0 0 0 3 12
Nebraska 2020 40 5 0 0 0 2 43
2021 43 2 0 0 0 0 45
2022 45 1 0 0 0 0 46
Nevada 2020 4 0 0 1 0 1 2
2021 2 0 0 0 0 0 2
2022 2 1 0 0 0 0 3
New 2020 7 0 0 0 0 0 7
Hampshire | 5001 7 0 0 3 0 1 3
2022 3 1 0 1 0 0 3
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Col. 1 Col. 2 Col. 3 Col. 4 Col.5 Col. 6 Col. 7 Col. 8 Col. 9
State Year Outlets | Outlets | Termi- Non- Reacquired | Ceased | Outlets
at Start | Opened | nations | Renewals by Opera- | atEnd
of Year Franchisor tions - of the
Other Year
Reasons
New Jersey 2020 2 1 0 0 0 0 3
2021 3 1 0 0 0 2 2
2022 2 0 0 0 0 0 2
New Mexico 2020 9 0 0 1 0 0 8
2021 8 0 0 1 0 0 7
2022 7 1 0 0 0 0 8
New York 2020 11 1 0 0 0 2 10
2021 10 0 0 2 0 4 4
2022 4 1 0 1 0 1 3
North Carolina | 2020 7 0 0 1 0 1 5
2021 5 0 0 0 0 0 5
2022 5 0 0 0 0 0 5
North Dakota 2020 16 0 0 0 0 1 15
2021 15 1 0 0 0 3 13
2022 13 0 0 0 0 0 13
Ohio 2020 12 4 0 0 0 1 15
2021 15 2 0 0 0 3 14
2022 14 1 0 1 0 1 13
Oklahoma 2020 26 4 0 1 0 5 24
2021 24 4 0 1 0 3 24
2022 24 2 0 0 0 5 21
Oregon 2020 7 0 0 0 0 0 7
2021 7 0 0 0 0 1 6
2022 6 0 0 0 0 1 5
Pennsylvania 2020 27 3 0 0 0 8 22
2021 22 3 0 1 0 4 20
2022 20 2 0 0 0 4 18
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Col. 1 Col. 2 Col. 3 Col. 4 Col.5 Col. 6 Col. 7 Col. 8 Col. 9

State Year Outlets | Outlets | Termi- Non- Reacquired | Ceased | Outlets

at Start | Opened | nations | Renewals by Opera- | atEnd

of Year Franchisor tions - of the

Other Year

Reasons

Puerto Rico 2020 4 0 0 2 0 0 2
2021 2 0 0 1 0 0 1
2022 1 0 0 0 0 0 1
South Carolina | 2020 8 0 0 0 0 1 7
2021 7 0 0 0 0 1 6
2022 6 2 0 0 0 0 8
South Dakota 2020 16 3 0 0 0 1 18
2021 18 2 0 1 0 0 19
2022 19 0 0 2 0 2 15
Tennessee 2020 36 9 0 1 0 3 41
2021 41 2 0 1 0 5 37
2022 37 5 0 0 0 4 38
Texas 2020 111 12 0 0 0 29 94
2021 94 7 0 13 0 27 61
2022 61 7 0 0 0 3 65
Utah 2020 2 0 0 0 0 0 2
2021 2 0 0 0 0 0 2
2022 2 0 0 0 0 0 2
St. Thomas, 2020 1 0 0 1 0 0 0
US VIO | 2021 0 0 0 0 0 0 0
2022 0 0 0 0 0 0 0
Vermont 2020 5 1 0 0 0 0 6
2021 6 0 0 4 0 0 2
2022 2 0 0 1 0 0 1
Virginia 2020 8 4 0 1 0 0 11
2021 11 1 0 0 0 2 10
2022 10 2 0 1 0 0 11
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Col. 1 Col. 2 Col. 3 Col.4 | Col.5 Col. 6 Col. 7 Col. 8 Col. 9
State Year Outlets | Outlets | Termi- Non- Reacquired | Ceased | Outlets
at Start | Opened | nations | Renewals by Opera- | atEnd
of Year Franchisor tions - of the
Other Year
Reasons
Washington 2020 23 6 0 1 0 3 25
2021 25 3 0 0 0 4 24
2022 24 5 0 1 0 3 25
West Virginia 2020 13 0 0 0 0 1 12
2021 12 0 0 0 0 1 11
2022 11 0 0 3 0 0 8
Wisconsin 2020 39 1 0 0 0 2 38
2021 38 7 0 0 0 4 41
2022 41 4 0 0 0 2 43
Wyoming 2020 9 2 0 0 0 2 9
2021 9 0 0 0 0 0 9
2022 9 1 0 0 0 0 10
Totals 2020 1226 143 0 34 0 149 1186
2021 1186 97 0 58 0 149 1076
2022 1076 105 0 17 0 83 1081
Table No. 4
Status of Company-Owned Outlets
For years 2020 to 2022
Col. 1 Col. 2 Col. 3 Col. 4 Col.5 Col. 6 Col. 7 Col. 8
ae | ver | Qe | Outs | owes | oules | ouies | oul
of the From Franchisee of the
Year Franchisee Year
All States 2020 0 0 0 0 0 0
2021 0 0 0 0 0 0
2022 0 0 0 0 0 0
CHESTER’S FDD (FINAL 2023) 34

EAST\199911871.2




Col. 1 Col. 2 Col. 3 Col. 4 Col.5 Col. 6 Col. 7 Col. 8
Outlets | Outlets Outlets Outlets Outlets Outlets
State Year at Start | Opened | Reacquired Closed Sold to at End
of the From Franchisee of the
Year Franchisee Year
Totals 2020 0 0 0 0 0 0
2021 0 0 0 0 0 0
2022 0 0 0 0 0 0
Table No. 5
Projected Openings As of December 31, 2022
Column 1 Column 2 Column 3 Column 4
Agreements Projected New Projected New Company-
State Signed But Franchised Owned
Restaurants Not Restaurants in the Next | Restaurants in the Next Fiscal
Open Fiscal Year Year
Alabama 1 3 0
Arkansas 3 6 0
Arizona 0 1 0
California 3 6 0
Connecticut 1 1 0
Colorado 1 1 0
Florida 1 2 0
Georgia 1 2 0
Ilinois 0 2 0
Indiana 1 1 0
Idaho 0 1 0
lowa 0 1 0
Kansas 0 3 0
Kentucky 0 2 0
Louisiana 0 1 0
Maine 1 1 0
Massachusetts 0 1 0
Michigan 0 2 0
Minnesota 1 1 0
Mississippi 2 1 0
Missouri 0 3 0
Montana 0 1 0
Nebraska 1 3 0
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Column 1 Column 2 Column 3 Column 4

Agreements Projected New Projected New Company-

State Signed But Franchised Owned

Restaurants Not | Restaurants in the Next | Restaurants in the Next Fiscal
Open Fiscal Year Year

New York 0 1 0

New Jersey

New Mexico

Nevada

North Carolina

Ohio

Oklahoma

Oregon

Pennsylvania

South Carolina

South Dakota

Tennessee

Texas

Utah

Virginia

Washington

Wisconsin

o|lo|r|olo|w|NdRk ook |lo|lo|d| o
I EY N G N G I L D I G R R e

Wyoming

OO0 |0O|0O|0O|0O|0O|0O|0O|0O|O|0O|O|O|O|O|O

N
o
[o0]
-

Totals

Exhibit E lists all CHESTER’S Restaurant franchisees and the addresses and telephone
numbers of their Restaurants (or prospective Restaurants) as of December 31, 2022. Exhibit E
also lists the names, city and state, and current business telephone numbers (or, if unknown, the
last known home telephone numbers) of the CHESTER’S Restaurant franchisees who had outlets
terminated, cancelled, or not renewed or otherwise voluntarily or involuntarily ceased to do
business under our Agreement from January 1, 2022 to December 31, 2022. There are no
franchisees who have not communicated with us within 10 weeks of this disclosure document’s
issuance date. If you buy this franchise, your contact information may be disclosed to other
buyers when you leave the franchise system.

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

CHESTER’S FDD (FINAL 2023) 36
EAST\199911871.2




ITEM 21
FINANCIAL STATEMENTS

Exhibit D contains our audited balance sheets as of December 31, 2022, 2021, and 2020,
and our audited statements of income, member equity, and cash flows for the fiscal years ended
December 31, 2022, 2021, and 2020.

ITEM 22
CONTRACTS

The following agreements are Exhibits to this disclosure document:
Exhibit B— CHESTER’S Restaurant Agreement
Exhibit F — State-Specific Riders to CHESTER’S Restaurant Agreement

ITEM 23
RECEIPTS

Our and your copies of the Franchise Disclosure Document Receipt are located at the last
2 pages of this disclosure document.
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EXHIBIT A

LIST OF STATE AGENCIES/AGENTS FOR SERVICE OF PROCESS

A-1
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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

Website: www.dfpi.ca.qgov
Email; ask.DFPl@dfpi.ca.gov

Commissioner of Department of Financial

Protection & Innovation

Department of Financial Protection &
Innovation

Toll Free: 1 (866) 275-2677

Los Angeles

Suite 750

320 West 4™ Street

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

Sacramento
2101 Arena Boulevard
Sacramento, California 95834
(866) 275-2677

San Diego
1455 Frazee Road, Suite 315
San Diego, California 92108
(619) 525-4233

San Francisco
One Sansome Street, Suite 600

San Francisco, California 94104-4428
(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

Illinois Attorney General
500 South Second Street
Springfield, 1llinois 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) 335-7567

MINNESOTA

Commissioner of Commerce
Department of Commerce
85 7" Place East, Suite 280
St. Paul, Minnesota 55101
(651) 539-1500

NEW YORK
(for service of process)

Attention: New York Secretary of State
New York Department of State
One Commerce Plaza,

99 Washington Avenue, 61 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

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. 0. 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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CHESTER’S INTERNATIONAL, LLC

A
&69@/'3 AGREEMENT FOR CHESTER’S IN-STORE OR NON-TRADITIONAL RESTAURANT

This Agreement (the “Agreement”) is made and entered into as of , 20__ (“Effective Date”) between Chester’s International, LLC, an
Alabama limited liability company whose principal business address is 2020 Cahaba Road, Mountain Brook, Alabama 35223 (“we,” “us,” or “our”), and
(“you” or “your”) for a CHESTER'S® Restaurant to be operated at

(the “Location”).

1. Chester’'s System. We have developed and own a distinctive system (the “Chester's System”) for establishing and operating quick-service
restaurants and “grab-n-go” concepts, including distinctive design, color schemes and layout; a special selection of menu items; procedures and techniques
for food preparation, packaging, and presentation; methods of inventory and operation; and distinctive advertising and promotional programs; all of which
we may change and further develop from time to time. We identify the Chester's System by certain trademarks and logos, including CHESTER'S®
(“Marks”). You desire to operate a restaurant under the Chester’'s System and to obtain a license from us for that purpose.

2. License Grant. We hereby grant you the right and license, and you undertake the obligation, to operate a CHESTER'S restaurant at the Location (the
“Restaurant”) for the term specified below in association with the Marks and in compliance with the Chester's System. This license is non-exclusive.
You have no territorial protection. We and our affiliates reserve the right at all times during this Agreement’s term to engage in any and all activities that
we deem appropriate, at any time or place, without any restrictions.

3. Term. This Agreement’s term is five (5) years from the Effective Date. You agree to operate the Restaurant for the full five (5) year term. We and you
may renew or extend the license at the end of the five (5) year term only upon mutual written consent, which neither party is required to give. We will not
consent to any renewal or extension (if we otherwise are inclined to grant a renewal or extension) unless you (a) correct any deficiencies in your operation
of the Restaurant that we identify and (b) upgrade, remodel and redecorate the Restaurant’s premises as we specify to conform to the current image of a
Chester’s Restaurant and the Chester’'s System.

4. QOur Advice and Assistance. We will provide an initial brand standard training program at the Location to instruct you and your employees on proper
Restaurant procedures and techniques. We may provide additional training programs we deem appropriate. We will advise you as we deem appropriate
regarding the Restaurant’s operation and new developments, techniques, and improvements in areas of Restaurant management, food preparation, sales
promotion, and service.

5. Fees.

[€)) Training Fee. You must pay us a $3,500 training fee when you sign this Agreement. The training fee is not refundable under any
circumstances, as it is earned upon receipt. Payment is due by credit card or automated clearing house (* ACH”) transfer (and you must sign our payment
authorization form attached to this Agreement as Exhibit A).

(b) Marketing Materials Fee. You must pay us a $200 fee four (4) times per year on the dates we designate for physical or digital samples
of marketing materials that we will prepare and periodically send you. Payment is due by credit card or ACH transfer. If we decide to implement special
offerings or promotions for CHESTER’S Restaurants during the course of the year (e.g., “limited-time-offerings”), we also may send you supplemental
marketing materials and other items relating to those special offerings, for each of which we currently may require you to pay us up to $200 per special
offering or promotion. We may increase the quarterly Marketing Materials Fee upon 90 days’ prior written notice to you, although that quarterly fee will not
exceed $325 per quarter.

(c) POS Technology Fee. If you choose to purchase for the Restaurant the POS System hardware that we recommend (but currently do
not require), we estimate that you will have to pay us $250 to $325 per month as a POS Technology Fee. Payment is due by credit card or ACH transfer.
You also must pay us a POS Technology Fee if during this Agreement’s term we require you to obtain the Chester's POS System for the Restaurant as
part of its required operating equipment. We may increase this POS Technology Fee upon 90 days’ prior written notice to you, although the monthly fee
will not exceed $350.

6. Restaurant Development and Restaurant Readiness Review. You are responsible for developing the Restaurant in compliance with the Chester’s
System and ensuring that all plans and specifications comply with our requirements, applicable laws, and lease requirements. You must provide, and we
have the right to review and approve, all plans and specifications before you begin developing the Restaurant. You must buy or lease all required fixtures,
furniture, equipment, and signs for the Restaurant and an opening inventory of required and authorized products, materials, and supplies. You may not
open the Restaurant for business without our prior written approval, which approval is subject to your Restaurant’s satisfactory completion of our restaurant
readiness review assessment. If we determine in our sole judgment that we must undertake more than one restaurant readiness review for your
Restaurant, then we may, at our option, charge you for the costs and expenses that we incur in conducting such restaurant readiness review. Our rights
and remedies under the immediately-preceding sentence are in addition to, and do not limit, our other rights and remedies under this Agreement and
applicable law. You also may not open the Restaurant for business until all construction requirements are satisfied. However, you must open the
Restaurant for business within one hundred eighty (180) days after the Effective Date. You acknowledge that no approvals, consents, waivers, conditions,
or the like by us or our agents or brokers (whether under this Section or otherwise) warrant the success of the Restaurant or the appropriateness or
suitability of the particular items or matters so approved.

7. Training. Once we determine in our sole judgment that the Restaurant has satisfactorily completed our restaurant readiness review process, then
certain of your employees (the number and level of which we may specify) must satisfactorily complete our initial brand standard training program at the
Location before the Restaurant may begin operations. With our prior written approval, your trained managers may train new and additional Restaurant
employees. We may charge you for additional or special guidance, assistance, or training you need or request. We have the right to charge you $500 per
day for any additional training we deem necessary if and after the Restaurant fails an inspection. Payment is due by credit card or ACH transfer once we
notify you of the failed inspection.

8. Operational Standards. You must operate the Restaurant in compliance with our prescribed standards of quality, cleanliness, appearance, and
service; maintain in sufficient supply, and use at all times, only the ingredients, products, materials, supplies, and paper goods that conform to our standards
and specifications; offer for sale only the menu items, products, and services that we have expressly approved in writing; discontinue selling any menu
items, products, or services that we disapprove in writing; use only those methods of food handling, preparation, and packaging that we specify; and
comply with all federal, state, and local laws, rules, and regulations. We have the right from time-to-time to change required product offerings and equipment
specifications (including required use of the Chester's POS System), which will take effect upon delivery of notice to you.
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9. Sourcing. You must purchase all food items, ingredients, equipment, furnishings, supplies, materials, and other items used or offered for sale at the
Restaurant only from suppliers (including manufacturers, distributors, and other sources) that satisfy our then-current standards and specifications;
possess adequate quality controls and capacity to supply your needs promptly and reliably; and have received our approval. With respect to our and our
affiliates’ trade secret or proprietary food products and other branded items, we have the right to limit suppliers to us, our affiliates and/or other specified
exclusive sources, in which case you must acquire those trade secret or proprietary food products and other branded items during this Agreement’s term
only from us, our affiliates and/or the other specified exclusive sources at the prices we or they decide to charge. We and our affiliates have the right to
receive payments from suppliers on account of their actual or prospective dealings with you and other licensees and to use all amounts we receive without
restriction for any purposes we deem appropriate (unless we and our affiliates agree otherwise with the suppliers).

10. Branded Items. All advertising and promotional materials, signs, decorations, paper goods (including disposable food containers, napkins, and
menus), forms, stationery, and other items used in connection with the Restaurant’s operation must bear the Marks in the form, color, location, and manner
we specify. If, at any time, we modify our standards for the Restaurant (to include remodeling or modernization measures) related or pertaining to signage,
equipment (which may include the Chester's POS System), inventory, fixtures, accessory features, furnishings, design, layout, or maintenance (the
“Modifications”), you agree to comply with and complete the Modifications within the timeframe we specify.

11. Inspections. We and our agents or other designated third-party representatives acting on our behalf have the right to enter the Location at any time
during regular business hours (which you must provide to your Chester's Representative at the time of opening) to conduct inspections. You agree to
cooperate with our representatives during those inspections. We have the right to conduct additional in-Restaurant visits if the Restaurant fails any
inspection surveys, the Restaurant is temporarily closed, or you interfere with the inspection process. We have the right to charge you $300 for each
required revisit. Payment is due by credit card or ACH transfer upon delivery of notice to you. Upon the third failed in-Restaurant inspection survey, we
reserve the right to terminate this Agreement, at which time your post-term obligations will commence as stated in Section 20 of this Agreement.

12. Use of Marks. You may use only the Marks we designate and may use them only in the manner we authorize. You must obtain our prior written
approval of all your proposed uses of the Marks. Your right to use the Marks ends automatically when this Agreement expires or is earlier terminated. We
own all of the Marks and the goodwill associated with them and have the sole right to protect and defend them as we deem appropriate. You may never
contest the validity or our ownership of the Marks.

13. Manuals and Maintaining Confidentiality. You will operate the Restaurant in compliance with our confidential manuals (the “Manuals”), which
contain system standards, specifications, operating procedures, and rules, all of which we may modify periodically for business purposes. The Manuals
and the information they contain are proprietary and confidential, and you must use reasonable efforts to maintain their confidentiality. You may not during
or after this Agreement’s term communicate, divulge, or use for anyone else’s benefit any confidential information, knowledge, or know-how concerning
the Chester's System. We and you agree that any materials, guidance, or assistance that we provide with respect to employment-related policies or
procedures, whether in the Manuals or otherwise, are solely for your optional use. Those materials do not form part of the mandatory operational standards.
You will determine to what extent, if any, these materials, guidance, or assistance should apply to your employees. You acknowledge that we do not
dictate or control labor or employment matters for licensees and their employees. You are solely responsible for determining the terms and conditions of
employment for all of your employees, for all decisions concerning the hiring, firing and discipline of your employees, and for all other aspects of your
Restaurant’s labor relations and employment practices.

14.Competitive Business. In this Agreement, the term “Competitive Business” means any (a) business preparing and selling to customers breaded
chicken products or the other types of products (e.g., “sides” such as potato wedges) that we require the Restaurant to prepare and sell as of the Effective
Date, including, but not limited to, such businesses as Charley Biggs, Champs Chicken, Krispy Krunchy Chicken, Cooper’s Express, Broaster Chicken,
and Chicken King, (b) business that includes a “Restaurant-in-Store” unit where the Restaurant-in-Store unit derives more than twenty-percent (20%) of
its revenue from selling chicken, or (c) business granting franchises or licenses to others to operate the types of businesses described in clauses (a) or
(b), other than a CHESTER'’S Restaurant operated under an agreement with us. During this Agreement’s term, you agree that neither you nor your owners
will have any direct or indirect, controlling or non-controlling interest as an owner in, or perform services as a director, officer, manager, employee,
consultant, representative, or agent for, a Competitive Business at the Location or within a five (5)-mile radius from the Location.

For each violation of this restriction on the operation of a Competitive Business, you acknowledge that we will suffer substantial Brand Damages. “Brand
Damages” means, among other things, lost market penetration and goodwill, loss of CHESTER’S Restaurant representation in the Location’s market area,
customer confusion, lost opportunity costs, and expenses that we will incur in developing or finding another operator to develop another CHESTER'S
Restaurant in the Location’s market area. We and you acknowledge that Brand Damages are difficult to estimate accurately, and proof of Brand Damages
would be burdensome and costly, although such damages are real and meaningful to us. Therefore, for each violation of the restriction on the operation
of a Competitive Business, you must pay us in a lump sum, on or before the date we specify, liquidated damages equal to Five-Thousand Dollars ($5,000).
Payment is due by credit card or ACH transfer. You agree that these liquidated damages represent the best estimate of our Brand Damages arising from
each violation of the restriction on the operation of a Competitive Business. Your payment of the liquidated damages to us will not be considered a penalty
but, rather, a reasonable estimate of fair compensation to us for the Brand Damages we will incur. You acknowledge that your payment of liquidated
damages is full compensation to us only for the Brand Damages and is in addition to, and not in lieu of, your obligations to pay other amounts due to us
under this Agreement and to comply strictly with all other contractual obligations.

15. Reporting. You must send us monthly reports regarding the Restaurant’s sales, labor costs, and profits in the format we specify (other than employee-
related information). If you purchase the Restaurant POS System hardware that we recommend (but do not currently require), or if during this Agreement’s
term we require you to obtain the Chester's POS System for the Restaurant as part of its required operating equipment, you also must pay us the POS
Technology Fee we specify in Section 5(d) and provide us with independent, unlimited access to the information the System generates (although not to
employee- or employment-related information for your Restaurant’s employees).

16. Advertising. You must advertise the Restaurant, at your own expense, on a reasonable number of DOT signs on nearby interstates. However, if no
such DOT signs are available for such advertising activities as of this Agreement’s Effective Date, you need not conduct this type of advertising until the
DOT signs become available. We and you periodically will discuss and reasonably determine the availability of DOT signs for advertising. Regardless of
where you operate your Restaurant, we may review and approve (or disapprove) all advertising and promotional materials you propose to use that we
have not prepared for CHESTER'’S Restaurants and sent you (and for which we charge you the fees specified in Section 5(b) above). You may not use
any advertising or promotional materials that we have not approved or have disapproved. You may not develop, maintain, or authorize any website that
mentions the Marks.

17. Insurance. You must obtain and maintain the types and amounts of insurance coverage appropriate in your market for the Restaurant’s business
activities, which must include at least $1 million of comprehensive general liability coverage.

18. Assignment. We may change our ownership or form and/or assign this Agreement to a third party without restriction. If we assign this Agreement,
we will have no liability for events or performance arising after the effective date of the assignment. You may not transfer this Agreement without our prior
written consent, which we may grant or withhold as we deem best. If your controlling ownership interest or actual management control is transferred, or if
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you sell substantially all of your assets, that will be considered a transfer of this Agreement for purposes of our approval rights. If such a transfer occurs
without our approval, we may terminate this Agreement, effective immediately upon delivery of notice.

19. Termination. In addition to our termination rights in Section 18, we may terminate this Agreement, effective immediately upon delivery of notice to
you, if you fail to comply with any provision of this Agreement and do not correct that failure within twenty (20) days after our delivery of notice of default.
If your default is by nature non-curable, we may terminate this Agreement without giving you any opportunity to cure. You have no contractual right to
terminate this Agreement.

20. Post-Term Obligations. When this Agreement expires or is terminated, you must immediately stop operating the Restaurant under the Chester’s
System and Marks; not thereafter represent to the public or hold yourself out as a present or former licensee of ours; immediately and permanently stop
using any confidential methods, procedures, and techniques associated with the Chester's System and Marks; follow our instructions to de-identify the
Restaurant from the Chester's System within the timeframe we specify; promptly pay all monies due to us and our affiliates; immediately deliver to us (at
no cost to us) all Manuals, brochures, invoices, and other materials bearing the Marks. You will have 14 business days to show that you have completed
all payment and Restaurant-specific physical de-branding obligations (the other obligations are immediate and continuing). If you fail to comply with the
payment and Restaurant-specific physical de-branding obligations within 14 business days, you must pay us a $1,500 fee. Payment is due by credit card
or ACH transfer. If you fail to comply with your debranding obligations within the aforementioned timeframe, you agree to permit our third-party agent
access to your premises to remove Chester's Marks from the Location. All of our and your (and your owners) obligations under this Agreement which
expressly or by their nature survive this Agreement’s expiration or termination will continue in full force and effect subsequent to and notwithstanding its
expiration or termination and until these obligations are satisfied in full or by their nature expire.

21. Paying Taxes. You must promptly pay when due all taxes incurred in operating the Restaurant. You agree to notify us in writing within 10 days after
the commencement of any action, suit, or proceeding that may adversely affect the Restaurant’s operation or financial condition or the Marks.

22. Indemnification. You agree to indemnify, defend, and hold harmless us and our officers, directors, owners, and employees against any and all claims
and damages arising directly or indirectly from, as a result of, or in connection with your operation of the Restaurant (including attorneys’ fees incurred in
defending them). We and you are entering this Agreement with the intent and expectation that we and you are and will be independent contractors. We
and you are not and do not intend to be partners, joint venturers, associates, or employees of the other in any way, and we (and our affiliates) will not be
construed to be jointly liable for any of your acts or omissions under any circumstances. We (and our affiliates) are not the employer or joint employer of
the Restaurant’'s employees. You agree to identify yourself conspicuously in all dealings with customers, suppliers, public officials, Restaurant personnel,
and others as the Restaurant’s independent owner and operator. You also agree to communicate clearly with your employees in employment agreements,
manuals, handbooks, and other materials that you, and not we or our affiliates, are the employer of all Restaurant employees.

23. Notices. All notices and other formal communications required or permitted under this Agreement shall be in writing and deemed properly delivered
(a) on the day delivered, if delivered personally, or (b) three (3) business days after being mailed, if mailed first class, postage prepaid, registered or
certified mail, return receipt requested, (c) one business day after drop-off, if sent via a reputable overnight courier service, to us at the address on page
one of this Agreement or to you at the Location, or (d) at the time delivered via electronic communication if the sender has confirmation of successful
transmission. Any party may change its address for notices by written notice given as provided in this Section.

24. Entire Agreement. This Agreement and the Manuals (which may be periodically modified) constitute the entire, full, and complete agreement between
us and you concerning the subject matter of this Agreement and supersede all prior agreements, no other representations having induced you to sign this
Agreement. Subject to our right to modify the Manuals and Chester's System, no amendment, change, or variance from this Agreement will be binding
on either party unless mutually agreed to in writing by the parties’ authorized officers or agents. Nothing in this Agreement or in any related agreement is
intended to disclaim the representations we made in our franchise disclosure document (if required to have been delivered to you).

25. Severability. If, for any reason, any provision or part of a provision in this Agreement is determined to be invalid and contrary to, or in conflict with,
any existing or future law or regulation by a court or agency having valid jurisdiction, that will not impair the operation of, or otherwise affect, the rest of
this Agreement that remains intelligible, which will continue to be given full force and effect and bind the parties.

26. Waiver of Punitive Damages and Jury Trial. EXCEPT FOR YOUR OBLIGATION TO INDEMNIFY US FOR THIRD-PARTY CLAIMS, AND EXCEPT
FOR OUR CLAIMS AGAINST YOU FOR MISUSE OF OUR INTELLECTUAL PROPERTY, WE AND YOU (AND YOUR OWNERS) 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 YOU AND US, THE PARTY MAKING A CLAIM WILL BE LIMITED TO EQUITABLE RELIEF
AND TO RECOVERY OF ANY ACTUAL DAMAGES IT SUSTAINS. WE AND YOU IRREVOCABLY WAIVE TRIAL BY JURY IN ANY ACTION,
PROCEEDING, OR COUNTERCLAIM, WHETHER AT LAW OR IN EQUITY, BROUGHT BY EITHER YOU OR US.

27. Governing Law. Except to the extent governed by United States federal law, this Agreement, the license, and all claims arising from or relating to
the relationship between you and us shall be governed, interpreted, and construed under the laws of the State of Alabama, without reference to principles
of conflicts of law. However, if the laws of the state where the Restaurant is located require interpretation and construction of this Agreement pursuant to
the laws of that state, then this Agreement shall be deemed modified to comply with the applicable provision of that state law regarding such interpretation
and construction.

28. No Waiver or Disclaimer of Reliance in Certain States. The following provision applies only to franchisees and franchises that are subject to the
state franchise registration/disclosure laws in California, Hawaii, lllinois, Indiana, Maryland, Michigan, Minnesota, New York, North Dakota, Rhode Island,
South Dakota, Virginia, Washington, or Wisconsin:

No statement, questionnaire, or acknowledgement signed or agreed to by you in connection with the commencement of the franchise
relationship shall have the effect of (i) waiving any claims under any applicable state franchise law, including fraud in the inducement,
or (ii) disclaiming reliance on any statement made by us, any franchise seller, or any other person acting on our behalf. This provision
supersedes any other term of any document executed in connection with the franchise.
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29. Additional Representations.

[YOU ARE TO INITIAL THE FOLLOWING REPRESENTATIONS ONLY IF BOTH ARE APPLICABLE. IF BOTH ARE NOT APPLICABLE,
PLEASE CONSULT YOUR CHESTER’S REPRESENTATIVE.]

You represent as of the date of this Agreement that you, any of your current directors or principal officers, or any current directors or principal
officers of your parent or affiliate has more than two (2) years of experience at any time in the past in the same type of business represented
by this Agreement.

We and you have a reasonable basis to anticipate, as of the date of this Agreement, that your sales arising from our relationship with you will
not exceed 20% of your total dollar value in sales during the first year of your operation under this Agreement and indefinitely afterward.

By initialing the two (2) representations above, you acknowledge that we are entering into this Agreement in reliance on your representations.

IN WITNESS WHEREOF, the parties hereto have duly executed, sealed, and delivered this Agreement on the day and year first above

written.
CHESTER’S INTERNATIONAL, LLC, an Alabama limited LICENSEE:
liability company Company Name
By: By:
Title Printed Name
Dated Title

Dated
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Payment Type:

OPTION 1 — ACH BANK DRAFT

Bank Name

Exhibit A

Chester’'s Payment Authorization Form
(Effective Upon Execution)

Authorization Given For
Each of The Following:
POP Marketing Materials
LTO (Limited Time Offering)
Materials and Products
Menu System Software Fee
Technology Fee
In-Store Inspection Survey
Failure Re-Visits
Re-Trainings Conducted by a
Chester’s Representative
Post Term Obligation Fee
Re-Orders of Equipment,
Equipment Parts, Graphics, and
Uniforms through Chester’s
International, LLC

(attach voided check for verification)

Routing Number

Account Number

OPTION 2 — CREDIT CARD
__Visa

__Mastercard

__American Express
__Discover

Card Number

Name on Card

Exp. Date
Card Holders Signature

Card Billing Address:

AUTHORIZATION

| hereby authorize the payment method indicated above for the items listed in this Exhibit A for my Chester’'s

Restaurant location:

Licensee (PRINT):

Date:

Signature:

Licensee hereby authorizes Chester’s International, LLC or a third party designated by Chester’s International LLC to charge the designated credit card and/or Licensee hereby authorizes Chester’s to
initiate debit entries to the Account indicated above at the bank or other financial institution named above and to debit the same to such account. Licensee acknowledges that the origination of the ACH
transactions to the Account must comply with the provisions of U.S. Law.

CHESTER’S AGREEMENT (2023)
EAST\199917547.2



EXHIBIT C

TABLES OF CONTENTS OF MANUALS

C-1
CHESTER’S FDD (FINAL 2023)
EAST\199911871.2



ok wnN R

CHESTER’S OPERATIONS MANUAL

Table of Contents

Section 1 — Personnel Management — 40 pages
Section 2 — Financial Management — 29 pages
Section 3 — Store Control — 21 pages

Section 4 — Prep Procedures — 19 pages
Section 5 — Customer Service — 19 pages
Section 6 — Sanitation and Cleaning — 29 pages

Operations Forms Included:

Temperature Log Breakfast and Lunch — 2 pages
Manager’s Walk Checklist — 1 page

Opening and Closing Checklist — 1 page

Store Excellence Visit Guide — 19 pages

Total Pages: 180
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INDEPENDENT AUDITORS’ REPORT

To the Board of Directors of
Chester’s International, LLC

Opinion

We have audited the accompanying financial statements of Chester’s International, LLC (an Alabama limited
liability company), which comprise the balance sheets as of December 31, 2022 and 2021, and the related
statements of income, members’ equity and cash flows for the years then ended, and the related notes to the
financial statements.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of Chester’s International, LLC as of December 31, 2022 and 2021, and the results of its operations
and its cash flows for the years then ended in accordance with accounting principles generally accepted in the
United States of America.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Our responsibilities under those standards are further described in the Auditors’ Responsibilities for
the Audit of the Financial Statements section of our report. We are required to be independent of Chester’s
International, LLC and to meet our other ethical responsibilities in accordance with the relevant ethical
requirements relating to our audits. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance
with accounting principles generally accepted in the United States of America, and for the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of the
financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is required to evaluate whether there are conditions or
events, considered in the aggregate, that raise substantial doubt about Chester’s International, LLC’s ability to
continue as a going concern within one year after the date that the financial statements are available to be
issued.

Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditors’ report that includes our
opinion. Reasonable assurance is a high level of assurance but is not absolute assurance; and therefore, is
not a guarantee that an audit conducted in accordance with generally accepted auditing standards will always
detect a material misstatement when it exists. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control. Misstatements, including omissions, are considered
material if there is a substantial likelihood that, individually or in the aggregate, they would influence the
judgment made by a reasonable user based on the financial statements.



In performing an audit in accordance with generally accepted auditing standards, we:

Exercise professional judgment and maintain professional skepticism throughout the audits.

Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, and design and perform audit procedures responsive to those risks. Such procedures
include examining, on a test basis, evidence regarding the amounts and disclosures in the financial
statements.

Obtain an understanding of internal control relevant to the audits in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of Chester's International, LLC’s internal control. Accordingly, no such opinion is
expressed.

Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that
raise substantial doubt about Chester’s International, LLC’s ability to continue as a going concern for
a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings, and certain internal control related matters
that we identified during the audits.

Won Qv LLC.

Birmingham, Alabama
March 30, 2023



CHESTER'’S INTERNATIONAL, LLC
STATEMENTS OF INCOME

FOR THE YEARS ENDED DECEMBER 31, 2022 AND 2021

ASSETS
2022 2021

CURRENT ASSETS

Cash $ 2,392,340 1,849,432

Accounts receivable, net of allowance for

doubtful accounts 3,735,366 3,648,798

Due from related parties 684,044 91,210

Inventories, net 1,130,712 975,393

Prepaid expenses 101,200 92,377

Total current assets 8,043,662 6,657,210
PROPERTY AND EQUIPMENT, NET 148,788 114,466
OPERATING LEASE RIGHT-OF-USE ASSETS, NET 1,304,672 -
GOODWILL, NET 1,936,388 2,259,120
INTANGIBLE ASSETS, NET 52,666 16,667
TOTAL ASSETS $ 11,486,176 9,047,463

LIABILITIES AND MEMBERS’ EQUITY

CURRENT LIABILITIES

Current maturities of long-term debt $ 1,809,133 438,187

Accounts payable 719,790 880,829

Accrued liabilities 1,365,243 1,182,264

Customer deposits 533,879 844,791

Current portion of operating lease liability 398,805 -

Current portion of deferred revenue 242,400 204,896

Total current liabilities 5,069,250 3,550,967
LONG-TERM LIABILITIES

Operating lease liabilities, less current portion 905,867 -

Deferred revenue 226,750 274,910

Long-term debt 1,429,725 3,208,877

Total long-term liabilities 2,562,342 3,483,787
TOTAL LIABILITIES 7,631,592 7,034,754
MEMBERS’ EQUITY 3,854,584 2,012,709
TOTAL LIABILITIES AND MEMBERS’ EQUITY $ 11,486,176 9,047,463

See notes to the financial statements.
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CHESTER'’S INTERNATIONAL, LLC

STATEMENTS OF INCOME

FOR THE YEARS ENDED DECEMBER 31, 2022 AND 2021

SALES

COST OF SALES
GROSS PROFIT

SELLING AND ADMINISTRATIVE EXPENSES
OPERATING INCOME
OTHER INCOME (EXPENSE)

Franchise fees
Interest income

Other (expense) income

Interest expense

Total other income

NET INCOME

2022 2021
$ 45,849,118 $ 39,929,361
29,397,777 24,912,045
16,451,341 15,017,316
13,944,251 13,658,942
2,507,090 1,358,374
234,556 232,066
125 433
93,840 (24,261)
(162,422) (189,533)
166,099 18,705
$ 2673189 $ 1,377,079

See notes to the financial statements.
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CHESTER'’S INTERNATIONAL, LLC
STATEMENTS OF MEMBERS’ EQUITY
FOR THE YEARS ENDED DECEMBER 31, 2022 AND 2021

MEMBERS' EQUITY AT DECEMBER 31, 2020 $ 1,450,396
Net income 1,377,079
Distributions (814,766)

MEMBERS' EQUITY AT DECEMBER 31, 2021 2,012,709
Net income 2,673,189
Distributions (831,314)

MEMBERS' EQUITY AT DECEMBER 31, 2022 $ 3,854,584

See notes to the financial statements.
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CHESTER'’S INTERNATIONAL, LLC
STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2022 AND 2021

2022 2021
CASH FLOWS FROM OPERATING ACTIVITIES
Net income $ 2,673,189 $ 1,377,079
Adjustments to reconcile net income to
net cash provided by operating activities:
Loss on disposal of fixed assets 12,167 -
Amortization and depreciation 503,875 371,601
Amortization of operating lease right-of-use assets 390,480 -
Changes in operating assets and liabilities:
Accounts receivable (86,568) 468,282
Due from related parties (592,834) (13,880)
Inventories (155,319) (331,813)
Prepaid expenses (8,823) 15,202
Accounts payable (161,039) (364,144)
Accrued liabilities 182,979 (142,568)
Customer deposits (310,912) 568,070
Operating lease liabilities (390,480) -
Deferred revenue (10,656) (7,566)
Net cash provided by operating activities: 2,046,059 1,940,263
CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of equipment (82,235) (12,799)
Purchases of intangibles (181,396) -
Net cash used in investing activities (263,631) (12,799)
CASH FLOWS FROM FINANCING ACTIVITIES
Repayment of long-term debt (569,456) (511,684)
Proceeds from long-term debt 161,250 -
Distribution to members (831,314) (814,766)
Net cash used in financing activities (1,239,520) (1,326,450)
INCREASE IN CASH 542,908 601,014
CASH AT BEGINNING OF YEAR 1,849,432 1,248,418
CASH AT END OF YEAR $ 2,392,340 $ 1,849,432
SUPPLEMENTARY DISCLOSURE OF CASH
FLOW INFORMATION:
Cash paid during the year for interest $ 162,422  $ 189,533
Additions to operating lease right-of-use assets
obtained from operating lease liabilities $ 1,695,152 $ -

See notes to the financial statements.
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CHESTER'’S INTERNATIONAL, LLC
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2022 AND 2021

1. NATURE OF OPERATIONS

Description of Business

Chester's International, LLC (the Company) is an Alabama limited liability company formed to
distribute food products and supplies. The Company also franchises quick-serve chicken and sides
restaurants under the "Chester's” concept.

Franchise Operations

The Company executes store-level franchise agreements, which set out the terms of the
arrangement with the franchisees for units operated by third parties. The Company’s franchise
agreements typically require the franchisee to pay an initial, non-refundable fee upon an individual
store opening. Subject to Company approval, a franchisee may generally renew the franchise
agreement upon its expiration. There were 1,081 franchises in operation at December 31, 2022
(1,071 at December 31, 2021). There were no franchisor-owned outlets in operation at
December 31, 2022 and 2021.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Financial Statement Presentation

The preparation of financial statements in conformity with accounting principles generally accepted
in the United States of America (GAAP) requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenues and
expenses during the reporting period. Accordingly, actual results could differ from those estimates.

Cash
The Company maintains its cash in bank deposit accounts which, at times, may exceed federally
insured limits. The Company has not experienced any losses in such accounts.

Accounts Receivable

Accounts receivable primarily consist of trade receivables from customers and are stated at the
amount the Company expects to collect, net of allowance. The Company extends credit based on
an evaluation of the customer's financial condition. Exposure to loss on receivables is principally
dependent on each customer's financial condition. Management determines the allowance for
doubtful accounts based on historical losses and current economic conditions. Management
analyzes delinquent receivables on a continuing basis and, once any receivables are determined to
be uncollectible, they are written off through a charge against the allowance. As of December 31,
2022 and 2021, the Company has recorded an allowance for doubtful accounts of $37,635 and
$33,500, respectively.

Inventories

Inventories, which consist of goods held for resale, are stated at the lower of first-in, first-out
(FIFO) cost or net realizable value. Inventories consist of equipment, ingredients and supplies
available for sale to customers. At December 31, 2022 and 2021, the Company had an
inventory reserve of $50,140 and $110,546, respectively.



CHESTER'’S INTERNATIONAL, LLC
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2022 AND 2021

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED

Property and Equipment

Property and equipment are stated at cost. Additions and improvements to property and equipment
are capitalized at cost, while maintenance and repairs are charged to operations when incurred.
Depreciation is computed under the straight-line method over the following estimated useful lives:

Estimated

Item Useful Life
Furniture and equipment 5 -7 years
Vehicles 5 years

Leasehold improvements are generally amortized on a straight-line basis over the lesser of the
lease term or the estimated useful life of the asset.

Leases

Effective January 1, 2022, the Company adopted Financial Accounting Standards Board (FASB)
Accounting Standards Codification (ASC) Topic 842, Leases (“Topic 842”). Under Topic 842, a
lessee is required to recognize a lease liability and a right-to-use lease asset on the balance sheets.
Upon adoption of the new guidance, the Company recognized right-to-use lease assets and lease
liabilities of $1,695,152. There was no cumulative effect adjustment to the Company’s retained
earnings as a result of the adoption of this standard.

In connection with the adoption of Topic 842, the Company elected to apply the following practical
expedients:

e not to reassess whether a contract includes an embedded lease at adoption;

o not to reassess the previously determined classification of a lease as operating or capital;

e election of an accounting policy to exclude lease accounting requirements for leases that
have terms of less than 12 months; and

o the use of hindsight in determining the lease term and in assessing impairment of right-of-
use assets.

In accordance with Topic 842, at lease commencement, the Company initially measures the lease
liability at the present value of payments expected to be made during the lease term. The right-to-
use lease asset is initially measured as the initial amount of the lease liability, adjusted for lease
payments made at or before the lease commencement date, plus certain initial direct costs.



CHESTER'’S INTERNATIONAL, LLC
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2022 AND 2021

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED

Key estimates and judgments related to leases include how the Company determines: (1) the
discount rate used to discount the expected lease payments to present value, (2) lease term, and
(3) lease payments. The Company uses the interest rate charged by the lessor as the discount rate.
When the interest rate charged by the lessor is not provided, the Company generally uses the risk
free interest rate as the discount rate for leases. The lease term includes the noncancellable period
of the lease, as well as expected renewal terms. In determining the lease term, management
considers all facts and circumstances that create an economic incentive to exercise an extension
option, or not exercise a termination option. Extension options are only included in the lease term if
the lease is reasonably certain to be extended.

The Company monitors changes in circumstances that would require a remeasurement of its leases
and will remeasure right-to-use lease assets and liabilities if certain changes occur that are
expected to significantly affect the amount of any lease liability.

Goodwill

The Company has adopted the accounting alternative that permits nonpublic entities to elect to
amortize goodwill on a straight-line basis over ten years. Goodwill is assigned to specific reporting
units and is reviewed for possible impairment annually or more frequently if events or
circumstances indicated that a reporting unit’'s carrying amount is greater than its fair value. An
impairment loss is recognized to the extent the carrying amount of goodwill exceeds its estimated
fair value. There were no impairment charges recorded in years 2022 or 2021.

Deferred Revenue
Deferred revenue primarily consists of initial franchise fees as a result of an individual franchise
location sale to third parties and is recognized over the period of the franchise agreement.

The following table includes estimated revenue expected to be recognized in the future related to
the performance obligations that are unsatisfied (or partially unsatisfied) as of December 31, 2022:

2023 $ 242,400
2024 118,430
2025 76,610
2026 31,710

$ 469,150




CHESTER'’S INTERNATIONAL, LLC
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2022 AND 2021

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED

Revenue Recognition

The Company generates revenue primarily from the distribution and sale of food and related
products to its customers. The Company recognizes revenue when the performance obligation is
satisfied, which primarily occurs at a point when goods or services have been delivered. The timing
of satisfaction of the performance obligation is not subject to significant judgment. Revenue is
measured as the amount of consideration the Company expects to be entitled to receive in
exchange for those goods or services.

Franchise agreements typically require an upfront franchise fee paid upon opening of a store.
Upfront franchise fees are typically billed and paid when a new franchise agreement becomes
effective. The Company has determined that the services provided in exchange for upfront
franchise fees, which primarily relate to pre-opening support, are highly interrelated with the
franchise right and are not individually distinct from the ongoing services provided to franchisees.
As a result, upfront franchise fees are recognized as revenue over the term of each respective
franchise agreement. Revenues for these upfront franchise fees are recognized on a straight-line
basis, which is consistent with the franchisee’s right to use and benefit from the intellectual property
which is generally five years.

Sales tax collected from customers is not included in revenue, but rather recorded as a liability due
to the respective taxing authorities.

Shipping and Handling Costs
Shipping and handling costs include costs associated with the selection and delivery of products to
customers and are included in selling and administrative expenses in the statements of income.

Advertising Costs
Advertising costs are charged to operations when incurred. Advertising expense for the years
ended December 31, 2022 and 2021 was $278,273 and $158,194, respectively.

Income Taxes

The Company is a limited liability company for federal income tax purposes and has elected under
Section 701 of the Internal Revenue Code (IRC) to have its income or loss taxed directly to the
members. Accordingly, no income tax provision is required.

The Company assesses its uncertain tax positions for the likelihood that they would be overturned
upon Internal Revenue Service (IRS) examination or upon examination by state taxing authorities.
The Company has assessed its uncertain tax positions and determined that it does not have any
positions at December 31, 2022 and 2021, that it would be unable to substantiate. The Company
has filed tax returns through 2021.

Subsequent Events

For the year ended December 31, 2022, the Company has evaluated subsequent events for
potential recognition and disclosure through March 30, 2023, the date at which the financial
statements were available to be issued.
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CHESTER'’S INTERNATIONAL, LLC
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2022 AND 2021

3. PROPERTY AND EQUIPMENT

At December 31, property and equipment consists of the following:

2022 2021
Furniture and equipment $ 521,401 $ 439,166
Leasehold Improvements 34,927 34,927
Vehicles 53,165 53,165
Construction-in-progress - 12,167
609,493 539,425
Less accumulated depreciation (460,705) (424,959)

$ 148,788 $ 114,466

Depreciation expense for the years ended December 31, 2022 and 2021 was $35,746 and $23,869,
respective.

4. GOODWILL

At December 31, changes in the carrying amount of goodwill consist of the following:

2022 2021
Goodwill $ 3,227,314 $ 3,227,314
Less accumulated amortization (1,290,926) (968,194)

$ 1,936,388 $ 2,259,120

Future projected amortization of goodwill are summarized as follows:

For the Years Ending December 31,

2022 $ 322,731
2023 322,731
2024 322,731
2025 322,731
2026 322,731
Thereafter 322,733

$ 1,936,388

Amortization expense for both years ended December 31, 2022 and 2021 was $322,732
respectively.
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CHESTER'’S INTERNATIONAL, LLC

NOTES TO THE FINANCIAL STATEMENTS

DECEMBER 31, 2022 AND 2021

5. INTANGIBLE ASETS

Copyrights and patents are amortized using estimated useful lives ranging from 15 — 20 years. Non-
compete agreements are amortized over the term of the agreement 24 months or

36 months.

At December 31, amortization expense consists of the following:

Copyrights and patents $
Non-compete agreements
Less accumulated amortization

2022 2021
757,647 757,647
1,668,471 1,487,075
(2,373,452) (2,228,055)
$ 52,666 16,667

Amortization expense for years ended December 31, 2022 and 2021 was $145,397 and $25,000,

respectively.

6. LONG-TERM DEBT

The Company has a credit agreement (the Agreement), as amended, with a financial institution

and has the following outstanding debt:

Term loan - interest is payable at 5%.
The note matures in December 2023, collateralized
by certain business assets $

Term loan — interest is payable at 4.5%.
Matures in October 2024, collateralized by
certain business assets

Non-revolving line of credit — interest is payable at 5%.
Matures in June 2023, collateralized by
certain business assets

Less current maturities

2022 2021
1,428,264 1,785,467
1,650,177 1,861,597
160,417 -
3,238,858 3,647,064
1,809,133 438,187
$ 1,429,725 3,208,877
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CHESTER'’S INTERNATIONAL, LLC
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2022 AND 2021

6. LONG-TERM DEBT - CONTINUED

Maturities of long-term debt are as follows:

2023 $ 1,809,133
2024 1,429,725
$ 3,238,858

The Agreement includes a revolving loan for maximum borrowings up to $1,000,000 that
matures December 31, 2024. Interest is calculated at the greater of 5% or Prime rate (7.5%
and 3.25% at December 31, 2022 and 2021, respectively) and secured by essentially all
business assets. There were no amounts outstanding under the revolving loan as of
December 31, 2022 and 2021.

As part of the Agreement, the Company is required to comply with financial and nonfinancial
covenants. Management believes it was in compliance with all covenants as of December 31,
2022 and 2021.

7. LEASES

The Company leases its administrative and warehouse facilities under noncancelable operating
lease agreements having terms in excess of one year expiring through 2027.

The following summarizes the weighted average remaining lease term and discount rate as of
December 31, 2022:

Weighted Average Remaining Lease Term 3.86 years

Weighted Average Discount Rate 2.32%

Future maturities of lease liabilities as of December 31, 2022, were as follows:

For the Years Ending December 31,

2023 $ 423,792
2024 343,896
2025 264,000
2026 264,000
2027 66,000
1,361,688

Less interest 57,016
Present value of lease liabilities $ 1,304,672

For the year ended December 31, 2022, the operating lease expense included in the statements of
income in selling and administrative expenses was $423,792.
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CHESTER'’S INTERNATIONAL, LLC
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2022 AND 2021

8. COMMITMENTS AND CONTENGICES

Purchase Commitments

The Company periodically enters into purchase commitments to purchase certain products in the
normal course of business. Management believes that the commitments in excess of future
requirements, if any, will not have a material impact on the Company’s financial condition or results
of operations.

Employment Agreements

The Company has employment agreements with certain employees. These agreements provide for
a base salary level, as well as incentive bonuses based on the Company’s annual income, and
certain other benefits, including severance packages. All amounts incurred by the Company related
to these agreements have been properly accrued at December 31, 2022 and 2021.

Legal Matters

From time-to-time, the Company is subject to various legal claims arising in the normal course of
business. Based on the information currently available, it is the opinion of management that the
ultimate resolution of pending and threatened legal proceedings will not have a material adverse
effect on the Company’s financial position or its results of operations.

Risk Management

The Company is exposed to risks of loss related to torts; theft of, damage to, and destruction of
assets; errors and omissions; injuries to employees; material disasters; and product liability. The
Company carries commercial insurance for risks of loss.

9. RETIREMENT PLAN

The Company offers retirement benefits covering certain employees under the shared services
agreement with a related party. The Company matches employees’ contributions based on a
percentage of salary contributed by participants. The Company matching contributions are fully
vested at the time of the match. The Company made contributions to the plan of $25,611 and
$28,197 during 2022 and 2021, respectively.

10. CONCENTRATIONS

Approximately 50% and 52% of sales were to one third-party distributor during 2022 and 2021,
respectively. Approximately 20% and 23% of costs from suppliers were from one related party
supplier during 2022 and 2021, respectively. One customer accounted for approximately 60%
and 68% of accounts receivable at December 31, 2022 and 2021, respectively.
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CHESTER'’S INTERNATIONAL, LLC
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2022 AND 2021

10. RELATED PARTY TRANSACTIONS

The Company enters into a number of transactions with certain entities with common
ownership and other related parties. The following table summarizes the transactions:

2022 2021
Purchase of inventory and other goods $ 8,682,339 $ 7,810,517
Sales of inventory and other goods $ 8,669 $ 285,247
Shared services — personnel cost $ 4,802,113 $ 4,366,983
Rental expense $ 264,000 $ 1,143,300

At December 31, the balances from and to related parties consist of the following:

2022 2021
Related party receivables $ 684,044  $ 91,210
Related party payables (included in accounts payable) $ 68,678 $ 35,619

The above terms and amounts are not necessarily indicative of the terms and amounts that would
have been incurred had comparable transactions been entered into with independent parties.

The Company has guaranteed the loans of four entities under common ownership. The entities

under common ownership has total assets and liabilities of approximately $7,806,000 and
$5,436,000 and $7,196,000 and $4,864,000 as of December 31, 2022 and 2021, respectively.
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INDEPENDENT AUDITORS’ REPORT

To the Board of Directors of
Chester’s International, LLC

Opinion

We have audited the accompanying financial statements of Chester’s International, LLC
(an Alabama limited liability company), which comprise the balance sheet as of December 31,
2021, and the related statements of income, members’ equity and cash flows for the year then
ended, and the related notes to the financial statements.

In our opinion, the 2021 financial statements referred to above present fairly, in all material
respects, the financial position of Chester’'s International, LLC as of December 31, 2021, and
the results of its operations and its cash flows for the year then ended in accordance with
accounting principles generally accepted in the United States of America.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Our responsibilities under those standards are further described in the
Auditors’ Responsibilities for the Audit of the Financial Statements section of our report. We are
required to be independent of Chester's International, LLC and to meet our other ethical
responsibilities in accordance with the relevant ethical requirements relating to our audit. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.

Prior Period Financial Statements

The financial statements of Chester’s International, LLC as of December 31, 2020 were audited
by other auditors whose report dated April 9, 2021 expressed an unmodified opinion on those
statements.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements
in accordance with accounting principles generally accepted in the United States of America,
and for the design, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements, management is required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about Chester’'s
International, LLC’s ability to continue as a going concern within one year after the date that the
financial statements are available to be issued.



Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an
auditors’ report that includes our opinion. Reasonable assurance is a high level of assurance
but is not absolute assurance and therefore is not a guarantee that an audit conducted in
accordance with generally accepted auditing standards will always detect a material
misstatement when it exists. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal control. Misstatements,
including omissions, are considered material if there is a substantial likelihood that, individually
or in the aggregate, they would influence the judgment made by a reasonable user based on the
financial statements.

In performing an audit in accordance with generally accepted auditing standards, we:

e Exercise professional judgment and maintain professional skepticism throughout the
audit.

e |dentify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, and design and perform audit procedures responsive to
those risks. Such procedures include examining, on a test basis, evidence regarding the
amounts and disclosures in the financial statements.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of Chester’s International, LLC’s internal
control. Accordingly, no such opinion is expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluate the overall
presentation of the financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about Chester’s International, LLC’s ability to
continue as a going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit, significant audit findings, and certain internal
control related matters that we identified during the audit.

Wen Qvet LLC.

Birmingham, Alabama
April 6, 2022


Diann.Bills
WA Signature


CHESTER’S INTERNATIONAL, LLC
BALANCE SHEETS
DECEMBER 31, 2021 AND 2020

ASSETS
2021 2020

CURRENT ASSETS

Cash $ 1,849,432 1,248,418

Accounts receivable, net of allowance for

doubtful accounts 3,648,798 4,117,080

Due from related parties 91,210 77,330

Inventories, net 975,393 643,580

Prepaid expenses 92,377 107,579
Total current assets 6,657,210 6,193,987
PROPERTY AND EQUIPMENT, NET 114,466 125,536
GOODWILL, NET 2,259,120 2,581,851
INTANGIBLE ASSETS, NET 16,667 41,668
TOTAL ASSETS $ 9,047,463 8,943,042

LIABILITIES AND MEMBERS’ EQUITY

CURRENT LIABILITIES

Current maturities of long-term debt $ 438,187 422,739

Accounts payable 880,829 1,244,973

Accrued liabilities 1,182,264 1,324,832

Customer deposits 844,791 276,721

Current portion of deferred revenue 204,896 187,166
Total current liabilities 3,550,967 3,456,431
LONG-TERM LIABILITIES

Deferred revenue 274,910 300,206

Long-term debt 3,208,877 3,736,009
Total long-term liabilities 3,483,787 4,036,215
TOTAL LIABILITIES 7,034,754 7,492,646
MEMBERS’ EQUITY 2,012,709 1,450,396
TOTAL LIABILITIES AND MEMBERS’ EQUITY $ 9,047,463 $ 8,943,042

See notes to the financial statements.
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CHESTER’S INTERNATIONAL, LLC
STATEMENTS OF INCOME
FOR THE YEARS ENDED DECEMBER 31, 2021 AND 2020

2021 2020

SALES $ 39,929,361 $ 37,028,829
COST OF SALES 24,912,045 22,057,921
GROSS PROFIT 15,017,316 14,970,908
SELLING AND ADMINISTRATIVE EXPENSES 13,658,942 12,568,325
OPERATING INCOME 1,358,374 2,402,583
OTHER INCOME (EXPENSE)

Franchise fees 232,066 244 996

Interest income 433 181

Other (expense) income (24,261) 7,801

Interest expense (189,533) (210,889)
Total other income 18,705 42,089
NET INCOME $ 1,377,079 $ 2444672

See notes to the financial statements.
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CHESTER’S INTERNATIONAL, LLC
STATEMENTS OF MEMBERS’ EQUITY
FOR THE YEARS ENDED DECEMBER 31, 2021 AND 2020

MEMBERS' EQUITY AT DECEMBER 31, 2019 $ 335,009
Net income 2,444,672
Distributions (1,329,285)

MEMBERS' EQUITY AT DECEMBER 31, 2020 1,450,396
Net income 1,377,079
Distributions (814,766)

MEMBERS' EQUITY AT DECEMBER 31, 2021 $ 2,012,709

See notes to the financial statements.
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CHESTER’S INTERNATIONAL, LLC

STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2021 AND 2020

CASH FLOWS FROM OPERATING ACTIVITIES
Net income $
Adjustments to reconcile net income to

net cash provided by operating activities:
Amortization and depreciation
Decrease (increase) in accounts receivable
Increase in due from related parties
(Increase) decrease in inventories
Decrease in prepaid expenses
Decrease in accounts payable
Decrease in accrued liabilities
Increase (decrease) in customer deposits
Decrease in deferred revenue

Net cash provided by operating activities:

CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of equipment

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Repayment of long-term debt
Distribution to members

Net cash used in financing activities

INCREASE IN CASH
CASH AT BEGINNING OF YEAR

CASH AT END OF YEAR $

2021 2020
1,377,079  $ 2,444,672
371,601 400,457
468,282 (645,995)
(13,880) (17,363)
(331,813) 165,080
15,202 824
(364,144) (31,324)
(142,568) (80,951)
568,070 (336,769)
(7,566) (43,846)
1,940,263 1,854,785
(12,799) (82,655)
(12,799) (82,655)
(511,684) (400,326)
(814,766) (1,329,285)
(1,326,450) (1,729,611)
601,014 42,519
1,248,418 1,205,899
1,849,432 $ 1,248,418

See notes to the financial statements.
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CHESTER’S INTERNATIONAL, LLC
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2021 AND 2020

1. NATURE OF OPERATIONS

Description of Business

Chester's International, LLC (the Company) is an Alabama limited liability company formed to
distribute food products and supplies. The Company also franchises quick-serve chicken and
sides restaurants under the "Chester's” concept.

Franchise Operations

The Company executes store-level franchise agreements, which set out the terms of the
arrangement with the franchisees for units operated by third parties. The Company’s franchise
agreements typically require the franchisee to pay an initial, non-refundable fee upon an
individual store opening. Subject to Company approval, a franchisee may generally renew the
franchise agreement upon its expiration. There were 1,071 franchises in operation at
December 31, 2021 (1,186 at December 31, 2020). There were no franchisor-owned outlets in
operation at December 31, 2021 and 2020.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Financial Statement Presentation

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America (GAAP) requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported amounts
of revenues and expenses during the reporting period. Accordingly, actual results could differ
from those estimates.

Cash
The Company maintains its cash in bank deposit accounts which, at times, may exceed
federally insured limits. The Company has not experienced any losses in such accounts.

Accounts Receivable

Accounts receivable primarily consist of trade receivables from customers and are stated at the
amount the Company expects to collect, net of allowance. The Company extends credit based
on an evaluation of the customer's financial condition. Exposure to loss on receivables is
principally dependent on each customer's financial condition. Management determines the
allowance for doubtful accounts based on historical losses and current economic conditions.
Management analyzes delinquent receivables on a continuing basis and, once any receivables
are determined to be uncollectible, they are written off through a charge against the allowance.
As of December 31, 2021 and 2020, the Company has recorded an allowance for doubtful
accounts of $33,500 and $41,487, respectively.



CHESTER’S INTERNATIONAL, LLC
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2021 AND 2020

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED

Inventories

Inventories, which consist of goods held for resale, are stated at the lower of first-in, first-
out (FIFO) cost or net realizable value. Inventories consist of equipment, ingredients and
supplies available for sale to customers. At December 31, 2021 and 2020, the Company
had an inventory reserve of $110,546 and $165,923, respectively.

Property and Equipment

Property and equipment are stated at cost. Additions and improvements to property and
equipment are capitalized at cost, while maintenance and repairs are charged to operations
when incurred. Depreciation is computed under the straight-line method over the following
estimated useful lives:

Estimated

Item Useful Life
Furniture and equipment 5 -7 years
Vehicles 5 years

Leasehold improvements are generally amortized on a straight-line basis over the lesser of the
lease term or the estimated useful life of the asset.

Goodwill

The Company has adopted the accounting alternative that permits nonpublic entities to elect to
amortize goodwill on a straight-line basis over ten years. Goodwill is assigned to specific
reporting units and is reviewed for possible impairment annually or more frequently if events or
circumstances indicated that a reporting unit’s carrying amount is greater than its fair value. An
impairment loss is recognized to the extent the carrying amount of goodwill exceeds its
estimated fair value. There were no impairment charges recorded in years 2021 or 2020.

Deferred Revenue
Deferred revenue primarily consists of initial franchise fees as a result of an individual franchise
location sale to third parties and is recognized over the period of the franchise agreement.

The following table includes estimated revenue expected to be recognized in the future related
to the performance obligations that are unsatisfied (or partially unsatisfied) as of December 31,
2021:

2022 $ 204,896
2023 143,290
2024 86,720
2025 44,900

$ 479,806




CHESTER’S INTERNATIONAL, LLC
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2021 AND 2020

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED

Revenue Recognition

The Company generates revenue primarily from the distribution and sale of food and related
products to its customers. The Company recognizes revenue when the performance obligation
is satisfied, which primarily occurs at a point when goods or services have been delivered. The
timing of satisfaction of the performance obligation is not subject to significant judgment.
Revenue is measured as the amount of consideration the Company expects to be entitled to
receive in exchange for those goods or services.

Franchise agreements typically require an upfront franchise fee paid upon opening of a store.
Upfront franchise fees are typically billed and paid when a new franchise agreement becomes
effective. The Company has determined that the services provided in exchange for upfront
franchise fees, which primarily relate to pre-opening support, are highly interrelated with the
franchise right and are not individually distinct from the ongoing services provided to
franchisees. As a result, upfront franchise fees are recognized as revenue over the term of each
respective franchise agreement. Revenues for these upfront franchise fees are recognized on a
straight-line basis, which is consistent with the franchisee’s right to use and benefit from the
intellectual property which is generally five years.

Sales tax collected from customers is not included in revenue, but rather recorded as a liability
due to the respective taxing authorities.

Shipping and Handling Costs

Shipping and handling costs include costs associated with the selection and delivery of products
to customers and are included in selling and administrative expenses in the statements of
income.

Advertising Costs
Advertising costs are charged to operations when incurred. Advertising expense for the years
ended December 31, 2021 and 2020 was $158,194 and $90,623, respectively.

Income Taxes

The Company is a limited liability company for federal income tax purposes and has elected
under Section 701 of the Internal Revenue Code (IRC) to have its income or loss taxed directly
to the members. Accordingly, no income tax provision is required.

The Company assesses its uncertain tax positions for the likelihood that they would be
overturned upon Internal Revenue Service (I