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A Costa Vida franchise permuts you to promote and operate a Costa Vida Fresh Mexican Gnll restaurant, which
will specialize mn the retail sale of burntos, salads, enchiladas, tacos, quesadillas, tropical beverages, desserts,
and other menu 1tems and merchandise related to the Costa Vida concept, as we may pertodically authornize

The total investment necessary to begin operation of a Costa Vida Restaurant 1s from $3518,000 to $955,500
This includes from $295,500 to $355,500 that must be paid to the Franchisor or our Affiliate for the imtal
franchise fee, imtial equipment, decor and furmiture package, initial supplies and mmitial marketing collateral
These sums do not iclude real estate, land or property acquisition or lease costs or deposits, or related costs
These sums are not your total investment in your franchise For a detailed explanation of your total investment,
you should consult Items 5, 6, and 7 of this Disclosure Document If you sign an area development agreement
to develop a number of Costa Vida Fresh Mexican Grill Restaurants, you will have to pay a development fee,
the amount of which will vary, depending on the factors described 1n Item 5 of thus Disclosure Document

This disclosure document summarizes certain provisions of your franchise agreement and other information n
plain Enghish Read this disclosure document and all accompanying agreements carefully You must receive
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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 1n this document
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may wish to receive your disclosure document in another format, including paper, which may be more
convenient for you To discuss the availability of disclosures in different formats, contact us at the address and
telephone number listed above
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The terms of your contract will govern your franchise relationship Do not 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 1s a complex investment The information 1n this disclosure document can help you make up
your mind More mformation on franchising, such as “A Consumer’s Guide to Buying a Franchise,” which can
help you understand how to use this disclosure document, 1s available from the Federal Trade Commuission
You can contact the FTC at 1-877-FTC-HELP or by wnting to the FTC at 600 Pennsylvama Avenue, NW,
Washington, DC 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 1n your state Ask your state agencies about’them

| Date of Issuance March 827, 20432014
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STATE COVER PAGE

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

Call the state administrators listed in Exhibit A for information about the franchisor, or about franchising 1n
your state

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

PLEASE CONSIDER THE FOLLOWING RISK FACTORS BEFORE YOU BUY THIS FRANCHISE

RISK FACTORS

THE FRANCHISE AGREEMENT AND AREA DEVELOPMENT AGREEMENT STATE THAT UTAH
LAW GOVERNS THE AGREEMENT, EXCEPT FOR APPLICABLE FRANCHISE LAWS OF OTHER
STATES UTAH LAW MAY NOT PROVIDE THE SAME PROTECTIONS AND BENEFITS AS LOCAL
LAW YOU MAY WANT TO COMPARE THESE LAWS

FRANCHISES ARE GRANTED FOR A SPECIFIC LOCATION AND ARE ONLY EXCLUSIVE TO THE
EXTENT OF THE PRE-DEFINED PROTECTED AREA THE FRANCHISOR RETAINS THE RIGHT,
AND GRANTS OTHERS THE RIGHT, TO SELL PRODUCTS AND SERVICES AND RETAINS THE
RIGHT, AND GRANTS OTHERS THE RIGHT, TO OWN AND OPERATE RESTAURANTS OR OTHER
CONCEPTS UNDER ITS TRADEMARKS AND SERVICE MARKS ON ANY TERMS AND
CONDITIONS AND AT ANY LOCATION WHICH IT DEEMS APPROPRIATE THESE ACTIVITIES
MAY COMPETE WITH YOU

BY ENTERING INTO THE FRANCHISE AGREEMENT AND THE AREA DEVELOPMENT
AGREEMENT, YOU MAY BE HELD IN BREACH OF THE FRANCHISE AGREEMENT FOR ACTS OR
FAILURES TO ACT OF THIRD PARTIES OVER WHOM YOU EXERCISE NO LEGAL CONTROL

FRANCHISE OWNERS MUST SIGN A PERSONAL GUARANTY MAKING SUCH INDIVIDUALS
JOINTLY AND SEVERALLY LIABLE FOR ALL OBLIGATIONS OF THE FRANCHISE THIS
REQUIREMENT PLACES THE PERSONAL ASSETS OF THE FRANCHISE OWNER(S) AT RISK
YOU MAY WANT TO CONSIDER THIS WHEN MAKING A DECISION TO PURCHASE THIS
FRANCHISE

THERE MAY BE OTHER RISKS CONCERNING THIS FRANCHISE
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We use the services of one or more FRANCHISE BROKERS or referral sources to assist us in selling our
franchise A franchise broker or referral source 1s our agent and represents us, not you We pay this person a
fee for selling our franchise or referring you to us  You should be sure to do your own mvestigation of the
franchise

Effective Date March 827, 20432014
Avnended—Apr-26:2013

Effective Dates for Registration States

Califormia ; 5 5 -
Hawan

Minnesota Mey-1,2043

NewYork- Pending

North Dakota May-20,20613

South Dakota Ape5:2043

Virgima

Washington May-6,2013 -AmendmentPending
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ITEM 1 THE FRANCHISOR AND ANY PARENTS, PREDECESSORS AND AFFILIATES

Description of the Franchisor and its Predecessors and Affiliates

To simplify the language 1n this Disclosure Document, “Costa Vida,” “CVM,” “we,” “us” and similar
words, refer to the franchisor, Costa Vida Management, LLC, a Utah lumted liability company (“Costa
Vida”) “You,” and smular words, means the person or persons, including a corporate or other legal entity,
individually and collectively, buying a franchise from us, and “your Restaurant” means the Costa Vida
Restaurant that you will operate if we enter into a Costa Vida Franchise Agreement with you We have also
attached as Exhibit H a list of additional defined terms used in this Disclosure Document If a capitalized term
1s not defined 1n the body of this Disclosure Document, please refer to Exhubit H for the defimition

Franchisor

Costa Vida 1s a Utah limited hability company that was formed on September 28, 2009 Costa Vida
does business under the names “Costa Vida,” “CVM” and “Costa Vida Management ” We previously did
business under the name of “Costa Vida Management, Inc ” The assets of Costa Vida Management, Inc and
Costa Vida Holdings, LLC were transferred to Costa Vida on November 13, 2009 under an Asset Purchase
Agreement dated November 13, 2009 (the “Asset Purchase Transaction”) On March 12, 2012, Costa Vida
amended its Articles of Orgamization to change its name from CVM, LLC to Costa Vida Management, LLC
Costa Vida 1s a single member himited liability company that 1s wholly owned by CV Holdings, LC Our
principal business address 1s 2989 West Maple Loop Drive, Sutte #100, Leh:, Utah 84043 Our agents for
service of process 1n the states where we do business or plan on doing business are listed on Exhibit A to this
Disclosure Document

Parent, Predecessor and Affiliates

Our Parent, CV Holdings, LC, 1s a Utah lumuted hability company that was formed on March 31, 2008
(“CV Holdings™) Its principal business address 1s 2989 Maple Loop Drive, Suite 100, Lehi, Utah 84043 CV
Holdings does not offer and has never offered franchises 1n any line of business and does not provide products
or services to our franchusees CV Holdings, through 1ts subsidianes, owns and operates several Costa Vida
franchises

Costa Vida has no other affiliates

Franchisor’s Business

Costa Vida 1s 1n the business of granting licenses and franchises for the operation of Costa Vida
Restaurants under the “Costa Vida” name and Marks Please see Exlubit C for a copy of the current form of the
Costa Vida Franchise Agreement (and 1its related appendices) that Costa Vida uses to offer, award and service
Costa Vida’s Franchises

Costa Vida, through 1ts predecessor, has been 1n the business of the type to be operated by you since
June 2004 We, also through our predecessor, began offering franchises for this business in June 2004 From
June 2004 to December 2004, our predecessor, Costa Vida Management, Inc, was in the business of granting
licenses and franchises for the operation of restaurants under the marks Costa Azul™ and Costa Azul, Fresh
Mexican Gnll™ In December 2004, 1t decided that 1t was in the best interest of the system and busimness to
change the Marks offered to you from “Costa Azul” to “Cesta Vida ” The-Mesa;-Arnizona-Costa-Azul-location
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We no longer offer franchises or licenses for new Costa Azul Restaurants From
June 2005 to November 2009, Costa Vida Management was 1n the business of granting licenses and franchises
for the operation of Costa Vida Restaurants under the Costa Vida names and Marks

CV Holdings 1s an asset management and holding company that also owns and operates several
subsidiary entities that operate Costa Vida franchises

Costa Vida and our current and future Affiliates may develop additional Costa Vida Restaurants, all of
which may compete with you

These are the only franclused businesses that have been offered by us and our Affiliates

Since approximately September 2005, we have also been engaged in providing traiming for employees
of, and management and supervision services for, Costa Vida Restaurants owned and operated by our Affihates,
and we may continue to provide similar services for our franchisees and for our Affihates that own Costa Vida
Restaurants

We or one of our Affiliates may establish a new business or franchise system or acquire an existing
business or franchise system (which may be one of our or your competitors) operating under trademarks, service
marks and trade names other than the Marks Additionally, we or one of our Affiliates, may sell any products
or services under any tradenames, trademarks, service marks or trade dress, including the Marks directly or by
certain means and through other channels of distnbution (including wholesale distribution of food products,
apparel, gift certificates and other items using the Marks to restaurants, supermarkets, grocery stores, Internet,
catalogs, catering and other outlets), and may also grant other licenses or franchises for the sale of various
products under the Marks The new or existing sales activities, licenses, businesses or franchise systems may
compete with you

We or one of our Affiliates may enter into co-branding arrangements with other restaurant or fast-food
companies In these cases, we or our Affiliates may allow you to offer co-branded products from your
Restaurant, depending on factors such as the terms of the co-branding arrangement, the terms of your Costa
Vida Franchise Agreement, applicable geographic restrictions and our Affiliates’ other rights and obligations
These activities may compete with you

Description of the Franchises Offered

We offer franchises for Costa Vida Restaurants in accordance with the terms of our Costa Vida
Franchise Agreement (the “Costa Vida Franchise Agreement” o1 “Franchise Agreement”™) A copy of the
most recent Costa Vida Franchise Agreement 1s attached to this Disclosure Document as Exhibit C  If you enter
into a Costa Vida Franchise Agreement, you will be trained and authorized to operate a Costa Vida fast casual
restaurant using the Marks according to our System Standards, featuring Mexican fare with a custom-made and
prepared-to-order food service counter You will operate your Restaurant at, and only at, a location approved by
us, and you will not receive any guaranteed termtory outside of the standard, pre-defined Protected Area, or any
exclusive rights for operation of a Costa Vida Restaurant at any other location or within any other territory

Our preferred method of offering franchises 1s by means of an area development agreement, through
which we allow qualified persons or entities the right to develop one or more Costa Vida Fresh Mexican Grill
Restaurants within a specific geographic area (the “Development Area”) under our standard area development
agreement (the “Area Development Agreement” or “ADA™) A copy of the ADA 1s attached as Exhibit D
In addition, you must also enter into a separate then-current form of the Franchise Agreement for each
Restaurant you open under the terms and conditions of an area development schedule (the “Development
Schedule,” attached to the Area Development Agreement)

2
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Although our preferred method of offering franchises 1s by means of our ADA, we may in some
nstances enter 1nto an agreement with a franchisee who wishes to develop one restaurant The Restaurant built
at the site must follow the standards and schedule defined by the Franchise Agreement Before you will have the
right to sign the Franchise Agreement for the Restaurant, you must meet all of our requirements for new
franchises which include personal financial and business criteria

The Franchise

A Costa Vida franchisee will specialize 1n the retail sale of burritos, salads, enchiladas, tacos,
quesadillas, tropical beverages, desserts and other menu items and merchandise related to the Costa Vida
concept and according to our proprietary systems and operation, as we may periodically authonze (the “System”
or the “Costa Vida System™) The Costa Vida Restaurants normally will provide take-out service and dine-in
seating, emphasizing a coastal ambrence, and a dining experience that 1s supertor to that offered by traditional
fast food You must offer for sale all products and services Costa Vida designates, and no others, unless you
obtain our prior written approval not to carry certamn 1tems or provide certain services (see, Item 8)

If you do business as an Entity, each of your Entity Owners must sign a Guaranty 1n the form found
Exhibit C to the Franchise Agreement, guaranteeing your oblhigations under the Franchise Agreement and 1n the
form found in Exlibit C to the Area Development Agreement, guaranteeing your obligations under the Area
Development Agreement

Occasionally, we may sell and franchise one or more of our company-owned or company-affiliated
Costa Vida Restaurants In these transactions, we negotiate with the prospective franchisee to reach mutually
acceptable terms of a sale agreement and any lease or sublease of the real estate If you purchase a, company-
owned Costa Vida Restaurant you must sign a Franchise Agreement and, possibly, also an Area Development
Agreement for the further development of Costa Vida Restaurants in the geographic area where the purchased
Costa Vida Restaurant(s) 1s located Depending on the circumstances, the financial and other terms may vary
from the standard terms of our Franchise Agreement and ADA

We also may enter mto munorty interest ownership arrangements or other arrangements with existing
franchisees or others to develop and/or operate Costa Vida Restaurants The parties will negotiate the terms of
these arrangements Depending on the precise terms of these arrangements, this Costa Vida restaurant may be
considered to be either company-owned or a franchised Costa Vida Restaurant for purposes of this Disclosure
Document In Item 20, we indicate by way of a footnote, any Costa Vida Restaurant that 1s operated under
these types of arrangements

We also may offer franchises or other arrangements for Costa Vida Restaurants to be located at non-
traditional locations, such as transportation facilities (e g, amrports, inter-MSA tramn and/or bus stations,
turnpikes, or other limited access highway rest stops), colleges and umversities, sports arenas and entertainment
facilities, and retail outlets, grocery stores and supermarkets, as well as, mobile Costa Vida Restaurants that
would be located 1n a motor vehicle such as a truck, van or simular motorized vehicle The terms and conditions
of a franchise or other arrangements for a non-traditional location may vary considerably from the standard
terms of our Franchise Agreement and ADA

We also may offer franchises for Costa Vida Restaurants in foreign countries In most instances, we
anticipate the master franchise relationships will be established and that the financial terms and the nature and
scope of the master franchise relationship will be negotiated This Disclosure Document does not describe the
terms of any imternational master franchise relationship or any other international relationship, but we may
deliver this Disclosure Document 1n connection with these transactions for general informational purposes
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The Market

The products and services offered by a Costa Vida Restaurant are intended primanly for personal
consumption by the general consumer public and are principally targeted at people who enjoy eating fresh
Mexican food at a higher quality level yet at a similar convenience level to traditional fast food Costa Vida has
geared 1ts products to appeal to customers who enjoy high-quality Mexican fare served in a fun, coastal
atmosphere

Your Restaurant will offer a variety of Costa Vida Products and other menu items to the general public,
and you will have to compete with other fast-food restaurants, full-service restaurants, grocery stores, retail and
apparel outlets, Internet, catalogs, and other outlets, including other Costa Vida Restaurants operated by us, our
franchisees and Affiliates Some of these competitors may be more established or more widely known than
Costa Vida

The restaurant industry 1s well developed and mghly competitive It can be affected sigmficantly by
many factors, including local, regional, or national economic conditions, changes in consumer tastes, consumer
concerns about the nutritional quality of quick-service food, dietary trends, and increases in the number of, and
particular locations of, competing restaurants and Costa Vida Restaurants Various factors can adversely affect
the restaurant industry, mcluding weather conditions, inflation, increases in ingredient input, food, labor, and
energy costs, the availability and cost of suitable real estate sites, fluctuating interest and insurance rates, state
and local regulations and licensing requirements, the availability of ingredients, food items, real estate properties
and an adequate number of hourly-paid employees, local and/or national disaster, terrorism, pandemic and other
factors that may affect restaurants or retailers in general In addition, other restaurant chains with greater
financial resources have similar concepts Major chains, which also have substantially greater financial
resources and longer operating histories, dominate the general restaurant and fresh Mexican restaurant industries
You must compete for potential customers for your Restaurant In addition, you will have to compete with other
restaurants and businesses for a suitable location, managers, and employees

You should consider that certain aspects of any restaurant business are regulated by federal, state, and
local laws, rules, and ordinances m addition to the laws, regulations, and ordinances applicable to businesses
generally, such as the Americans with Disabilities Act, Federal Wage and Hourly Laws, and the Occupational
Safety and Health Act The Environmental Protection Agency, the US Food and Drug Administration, the U S
Department of Agriculture, as well as state and local environmental and health departments and other agencies
have laws and regulations concerning the preparation of food and samitary conditions of restaurant facilities
State and local agencies routinely conduct inspections for compliance with these requirements Under the Clean
Air Act and state implementing laws, certain state and local areas are requred to attain, by the applicable
statutory guidelines, the national quality standards for ozone, carbon monoxide and particulate matter Certain
provisions of these laws impose limits on emissions resulting from commercial food preparation In addition,
some states may require you to obtain restaurant, business, occupational, food products, and muscellaneous
licenses Some states also have laws regarding who may secure these licenses You may also have to obtain
health licenses and comply with health laws and regulations that apply to restaurant and food product sales
establishments We urge you to make mquiries about these laws and regulations

ITEM 2 BUSINESS EXPERIENCE

Chief Executive Officer Sean Collins

Mr Collins became the Chairman of the Board of Costa Vida in November 2009 and his title was
changed to Chief Executive Officer in 2012 Mr Collins 1s also the Chief Executive Officer of CV Holdings
CV Holdings and its predecessor, DSI Enterprises, Inc, through subsidiary entities, have been a franchisee of
Costa Vida in Amernican Fork, Utah stnce August 2008, in Airdrie, Canada since December 2012, in Spanish

ﬂ Fork, Utah since September2012Apnl 2013, 1n Cedar City, Utah since Maich 2009, in Ogden, Utah since
4
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December 2004, in Orem, Utah, since June 2005, in Orem (South) Utah since December 2009, in Pleasant
Grove, Utah since December 2009, in Provo, Utah since July 2004, in the Utah Valley Umiversity Marketing
Area in Orem, Utah, since December 2009 Mr Collins owns a 50% interest in DSI Enterprises, Inc

President Dave Rutter

Mr Rutter became Costa Vida’s Chief Executive Officer in November 2009, and his title was changed
to President 1n 2012 Mr Rutter 1s also the President of CV Holdings, LC and 1ts subsidiary entities which have
been franchisees of Costa Vida since 2004 CV Holdings and its predecessor, DSI Enterprises, Inc , has been a
franchisee of Costa Vida in American Fork, Utah since August 2008, in Airdne, Canada since December 2012,
in Spanish Fork, Utah since Septemnber2042April 2013, i Cedar City, Utah since March 2009, in Ogden, Utah
since December 2004, in Orem, Utah, since June 2005, in Orem (South) Utah since December 2009, in Pleasant
Grove, Utah since December 2009, in Provo, Utah since July 2004, in the Utah Valley Umversity Marketing
Area mn Orem, Utah, since December 2009 Mr Rutter owns a 50% nterest in DSI Enterprises, Inc

Chief Financial Officer Rich Jones

Mr Jones became Costa Vida’s Chief Financial Officer in September 2011 From March 1989 until
October 2010, Mr Jones served as Chief Financial Officer of Nature’s Way Products located in Springville,
Utah From October 2010 to September 2011, Mr Jones was not-emploeyedself~employed as an accountant

Chief Operating Officer Jeff Jacobson

Mr Jacobson isbecame the Chief Operating Officer of Costa Vida and-E-Heldings—His-titlechanged
fromin 2012 He has also served as President teand current Chief Operating Officer #2042 ~which-title-he-had

held-fremMNevemberof CV Holdings since 2009 From March 2006 to November 2009, Mr Jacobson served as

Dlrector of Operatlons for eﬂe-ef-Costa V1da ] largest franchlsees DSI Enterpnses Inc, in Sprmgvnlle Utah

VicePresidentDirector of Eranchise-Development Jasoen-SteweTerry Jennings

Mr Stewelenmngs has been Costa Vida’s VicePresident—ef EranchiseDirector of Development since
Oe—teber—zgl-OMarch 2014 From QeteberDecember 2009 to Qeteber—QOlONovember 2013 he was the Presideat

Developrnent for Five Star North Amenca dba vae Guys a Flve Guys Burgers Franchlsee Group From June

2008 to November 2009, Mr Steowe-was—the-VicePresident-of FranchiseJennings was the Director of Restaurant

Development and Management for BaijurgerMerster LLC aﬂd—ﬁem—-Nevembe*—EOOQ—uﬂHl—ﬁﬂy—zggé—he

Guys a Five Guys Burgers Franchrsee Group

General Counsel —CarltenClarkJ Simon Cantarero

Mr QlaFkCantarero became Costa Vlda s General Counsel 1n Febfuaﬁ'—’lg-l-lJune 2013 Pnor to JOlnmg
Costa Vida, M : ; e

Lalee—@rt—y—Utalq—Hehe was an attomey with the law firm fpem—lﬂly—zOOQ—Ge—Febfuaw—%Gl-Zof Pearson Butler &
Carson, PLLC from June 2011 to June 2013 and with Holland & Hart LLP from June 2007 to June 2011

Executive Chef Geoff Alter

Mr Alter has been Costa Vida’s Executive Chef since November 2012  From January 2004 to
October 2012 he worked for Sysco as a regional sales manager and a district sales manager

5
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Director of Traiming and Development/Communications Bonme ElHalta

Ms ElHalta has been the Director of Training and Development/Communications since September 2012
From January 2012 to June 2012, she was the Director of Operations for Freebirds World Burrito located n
Austin, TX From September 2011 to January 2012, Ms ElHalta was the Director of Non-Traditional Franchise
for Pinkberry located 1n Los Angeles, Califorma From 2009 to 2011, Ms ElHalta was Project Contractor for
Pinkberry and Coffec Bean & Tea From 2005 to 2009, she was Director of Operations for Bajio Mexican Gl
n American Fork, Utah

Director of Brand-Marketing Brian-DixerAshley Moody

Ms Moody has been with Costa Vida since January 2014 Most recently, Ms Moody served as Director of

Marketing for Kneaders Bakery & Cafe from Apnl 2012 to January 2014 From May 2011 to December 2011,
she was a Marketing Consultant with Jamba Juice She directed her own marketing consulting firm, Red Bike
Productions, LLC, from February 2009 to March 2011

Franchise Sales Scott Jenkins

Mr Jenkins has been involved with Franchise Sales for Costa Vida since November 2012 From July 2011 to
October 2012, he was responsible for business development for Vertel Marketing located 1n Pleasant Grove, Utah
From January 2011 to July 2011, Mr Jenkins was an owner/operator truck driver From October 2009 to
December 2010, Mr Jenkins was a sales representative for In The Paint in Springwville, Utah Prior to jomning In
The Paint, Mr Jenkins was an owner/operator truck driver located in Alpine, Utah, from 2004 to 2009

ITEM 3 LITIGATION

Cafe Rio, Inc v_Costa Azul Holdings, LLC, et al (Case No 050908012), filed May 2, 2005 1n the
Third Judicial District Court of Salt Lake County, State of Utah This was an action brought by Cafe Rio, Inc,
a Utah corporation (“Cafe Ri0”), against numerous defendants, mcluding Costa Azul Holdings, LLC, the owner
of the Marks, Costa Azul Management, Inc, the franclusor, Costa Azul Layton, Inc, the owner and operator of
a Costa Vida Restaurant, and various franchisees of our predecessor, Costa Vida Management and/or its
Affihates (Collectively “Costa Vida Management and its Affiliates”) The Complamt alleged that Costa Vida
Management and some or all of its Affiliates misappropnated certain trade secrets of Cafe Rio, violated Utah’s
Uniform Trade Secrets Act, engaged in deceptive trade practices that created a likehhood of confusion or
musunderstanding as to the source of Costa Vida Management and 1ts Affiliates’ products and services, engaged
m unfair competition through alleged use of confidential trade secrets, converted certamn trade secrets and made
them available to unauthonized third parties, and violated the covenant of good faith and fair dealing and duty of
loyalty ansing out of an alleged agreement between Cafe Rio and one of the Costa Vida Management Affihates,
confernng unjust enrichment upon Costa Vida Management and its Affilates The Complaint sought an
accounting of Costa Vida Management and 1ts Affiliates’ alleged use and incorporation of Cafe Rio’s trade
secrets and other intellectual property, damages related to the alleged wrongdoing, and other relief to be
determuned by the court Costa Vida Management and 1its Affiliates denied each and every allegation in the
Complaint and mtended to vigorously defend against 1t
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On February 8, 2007, the parties settled the lawsuit through mediation The specific terms of the
settlement are confidential The lawsuit was fully dismissed as of August 8, 2007

Other than these actions, no litigation 1s required to be disclosed in this Disclosure Document
ITEM 4 BANKRUPTCY

No bankruptcy informatton 1s required to be disclosed 1n this Item
ITEM S INITIAL FEES

Imtial Franchise Agreement

You must pay an mtial franchise fee of thirty thousand dollars ($30,000), which 1s due and payable
when you sign a Franchise Agreement for your Restaurant (the “Franchise Fee”) The franchise fee represents
payment to us for the right to use the Costa Vida Marks, recipes and the Costa Vida System 1n the development
and operation of your Restaurant The mtial franchise fee also covers the cost of certan services that we and
our Affihates may provide to you before your Restaurant opens, such as prototypical plans, marketing maternals
and tramnmng This mitial franchise fee 1s fully eamed upon payment and 1s non-refundable, except in the hmited
mstance described below You must pay the imtial franchise fee mn a lump sum upon your signing of the
Franchuse Agreement If you purchase a Costa Vida Restaurant and Franchise Agreement from another
franchisee, you must pay us our then-current transfer fee, which at the time of this Disclosure Document, 1s
$10,000

After a Franchise Agreement has been signed, the imtial franchise fee 1s not refundable 1n whole or 1n
part The thurty thousand dollar ($30,000) franchise fee 1s uniform to all franchisees currently purchasing a
franchise

At Costa Vida, we take tramning and your role 1n the traming process very seriously If at any time after
full payment of the iitial franchise fee and signing the franchise agreement, we determine that you, your Owner
Operator, or your general manager did not or cannot satisfactorily complete our entire nitial traiming program,
we will refund the imtial franchise fee less all reasonable expenses incurred by us in providing any trainng that
you received, in preparning the Franchise Agreement and all related agreements, site review and approval, and
any other services performed by us regarding the grant of the Franchise, or the establishment or development of
your Restaurant However, the total refund will not exceed 50% of the imtial franchise fee We will make this
refund to you upon your signing all releases, waivers and other agreements necessary to terminate the franchise
agreement and relationship between you and us We do not offer refunds of the mitial franchise fee under any
other circumstances

Area Development Agreement

Although our franchises are site-specific and we do not automatically or by default grant territories for
development, we may in some 1nstances enter into an Area Development Agreement with a quahified franchisee
who wishes to develop multiple restaurants within a certain length of time after signing a Franchise Agreement

Under the Area Development Agreement you must pay, when you sign the ADA, a development fee of
fifteen thousand dollars ($15,000) (the “Development Fee™) for each Costa Vida Restaurant to be opened under
the Development Schedule The number of Costa Vida Restaurants that you may develop under a particular
ADA 15 determuned by mutual agreement The number of Costa Vida Restaurants will vary depending upon a
vartety of factors, including (1) existing population and anticipated population growth within the Development
Area, (2) competition within the Development Area, (3) the availability of acceptable locations, (4) the number
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of Costa Vida Restaurants we estimate can be developed within the Development Area, and (5) the number of
then-operating Costa Vida restaurants within the Development Area

H-—vyou—sign—theThe ADA at—the—same—time—asand the Franchise Agreement;—ther are signed
simultaneously, and you must pay the developmentfeeDevelopment Fee and the Franchise Fee at that time
You will pay the then current franchise fee for each of your subsequent Restaurants at the time you sign the
then-current form of the Franchise Agreement for those Restaurants

The franchise fee associated with each Costa Vida Restaurant you are required to develop under an
ADA 15 based on the franchise fee descnbed in the then-current Franchise Disclosure Document We will apply
fifteen thousand dollars ($15,000) of the previously paid Development Fee under the ADA agamnst the franchise
fee payable under each subsequent Franchise Agreement entered 1nto under the terms of the ADA However, no
portion of the Development Fee 1s refundable under any circumstances

Other Imtial Fees

Before opening your Restaurant, you must purchase certamn products from us or our Affilates, including
mitial mnventories of mandatory branded clothing, uniforms, marketing materials and sumilar items We estumate
that these imtial fees will range from $21,500 to $26,500 As more fully described in Item 7 below, you must
also order and purchase or lease through us or our Affiliates, all required equipment, furnishings, fixtures and
signs for your Restaurant Once you have executed the lease for your site, we will work with you to secure for
you, from our approved vendors, the required equipment, furnishings, fixtures and signs for your Restaurant
You must make payment in accordance with our mstructions, including setting up an escrow or other account
from which venders are to be paid, within 30 days of receiving bids from the various approved vendors, in the
total amount necessary for the required equipment, furmishings, fixtures and signs We estimate that the total
cost of this will range from $295,500 to $355,500 if we provide you with all of the decor and furniture, as well
as the mtial mventories of mandatory branded clothing, uniforms, marketing matenals and similar items you
need to open your Restaurant You must also pay all costs related to travel and accommodations for the
mandatory introductory traming for your Owner Operator, General Manager and Preparation Cook The cost of
the actual traiming 1s included 1n the Franchise Fee

In addition, you will be required to pay to us a design fee, currently in the amount of $1,500, with
respect to the design review and preparation for your site  We may change the design fee at any time

As further described 1n Item 7, you will prepare and furmish to the Company an opening advertising and
promotional plan and budget for the Restaurant which will contain a plan and budget for publicity, advertising,
promotion, staffing, decoration and operation during the Opening Period (“Grand Opeming Plan™) You must
submit a Grand Opening Plan (including the budget) to us for approval at least 90 days before your Restaurant’s
targeted opening date You must use the types of advertising media specified in the Grand Opening Plan and
the Operations Manual You must spend not less than Ten Thousand Dollars ($10,000) for advertising and
promotion of the opening of the Restaurant (the “Grand Opening Expenses ™) Those expenses will be for
matenials and marketing services expenses—such as media costs—and will not include staffing, discount or food
costs You must submut proof of then current advertising and marketing expenditures to us 10 days before the
opening of your restaurant and again 60 days after opening Your Grand Opening Plan must be implemented 60
days before your Restaurant’s targeted opening date and for 60 days following the commencement of the
Restaurant’s operation In our sole and absolute discretion, we may require that you pay to us or to an account
designated by us the amount of $10,000 any time after mmety (90) days prior to your scheduled opening date for
the purpose of ensuring and venfying the implementation of the Grand Opening Plan and the proper use and
payment of the Grand Opening Expenses 1n accordance with our then current policies and procedures
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ITEM 6 OTHER FEES
Type of Eee Amount Due Date Remarks
| (See Noté 1)
Royalty Fees 6% of monthly Gross Payable weekly Gross Revenues 1s defined 1in Note 2

Revenues (Note 2)

below, Payment made by automatic
withdrawal monthly (or as otherwise
designated by us, but not more frequently
than weekly) See Note 3

National Marketing
Fund ('NMF )

Up to 2% of Gross Revenues

NMF (if collected
by Costa Vida)
payable same as
Royalty Fees

“Gross Revenues 1s defined 1n Note 2
below, Payment made by automatic
withdrawal monthly (or as otherwise
designated by us but not more frequently
than weekly) See Note 3 and Note 4

Local Marketing

2% of Gross Revenues to be

LMF (of collected

See Note 3 and Note 4

Fund ( LMF) spent by franchisee on local by Costa Vida)
advertising and promotion payable same as
Royalty Fees
Marketing 5% of Gross Revenues MAF payable same | See Note 3 and Note 4

Administration Fee
( MAF )

as Royalty Fees

Proprictary Price 1s established As ordered See Note 5
Ingredients periodically by designated and
approved suppliers for each
type of Propnetary Ingredient
Licensed Price 1s established As ordered See Note 5
Ingredients periodically by designated and
approved supphers for each
type of Licensed Ingredient
Other Food Varies As ordered You may purchase other food products,
Products and paper supplies, and promotional material
Supphes from approved suppliers and/or in
accordance with our standards and
specifications  (See Item 8)
Qualty Control Varies Ongoing Must contribute pro-rata share of costs of

Programs

any program tmplemented, such as
Interactive Voice Response ( IVR’),
Internet Surveys Customer Satisfaction
Measurement, “customer intercept,’
Mystery Shopping or other programs we
may 1mplement See Note 6

Late payments

$100 per delinquent payment

Immediately

See Note 7

Late reporting fee

$25 for each delinquent report

When the report
becomes delinquent

See Note 7

1073754211518103
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Type of Fee

Amount

Due Date

Remarks
) , (See Noté 1)

Interest expenses

Will vary under circumstances

Immediately

See Note 8

Fee for insufficient
funds 1n bank
account

Reimburse bank charges plus
pay $25 administration fee

Within 14 days
notice from us of

the nsufficient
funds

Applies to any nsufficient fund payment
made by electronic transfers or checks to
us or our Affiliates

Alternative Supplier
Evaluation &
Approval Fee

Our reasonable costs and
expenses, which currently are
expected to range between
$2 500 00 and $7 500 00,
although cost could greatly
exceed those amounts
depending on the product and
the proposed alternative
supplier

Upon receipt of our
bill

We may impose reasonable inspections
and supervision fees to cover our costs n
evaluating and maintaining alternative
brands or suppliers you propose in
accordance with the Franchise Agreement

Audit

Cost of audit plus nterest at

1 5% per month or the highest
legal rate on any
underpayment

15 days after receipt
of audit or
inspection report

See Note 9

Site Selection Costs

Our reasonable expenses
which are expected to range
between $500 and $2,000

As mcurred

Must reimburse us for our reasonable
expenses, mcluding the costs of travel,
meals, and lodging incurred 1n site
evaluation for each visit after the initial
visit The expenses associated with site
evaluation will not be refundable and will
vary depending on various factors See
Note 10

Lease Review Fee

Vanes

As incurred

We may impose this fee for‘payment in an
amount equal to the market rate for similar
services

Information Systems

Up to 25% of Gross

If collected by

“Gross Revenues 1s defined 1n Note 2

Administration Fee | Revenues Costa Vida, payable | below, Payment made by automatic
( ISAF ) same as Royalty withdrawal monthly (or as otherwise
Fees designated by us but not more frequently
than weekly) See Note 3
Travel and Will vary As 1ncurred The cost for the mandatory introductory
accommodation traming 1s included in the Franchise Fee,
expenses training but Franchisee must pay the attendant
materials fee for the expenses See Note 11
mandatory
introductory training
Additional Traiming | Will vary under circumstances | As mcurred See Note 11
or Assistance and
Refresher Tramning
Interim management | 10% of Gross Revenues As incurred, at the | See Note 12
fees end of each
management period
month
Insurance Amounts 1mposed by As ncurred See Note 13
insurance companies
Maintenance Costs | Will vary under circumstances | As incurred See Note 14
Attorneys fees and | Will vary under circumstances | Upon occurrence See Note 15

4073754-211518103
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Type of Fee Amount Due Date Remarks
(See Note 1)
other costs
Indemnification Will vary under circumstances | As incurred See Note 16

Transfer Fee

Greater of $10,000 per
restaurant transferred or the
transfer fee stated in our then-
current Franchise Agreement
This 15 1n addition to any
other agreements with us or
our Affiliates and payment of
all of our costs associated
with the transfer

Upon sale or
transfer

Except 1n the case of a transfer to a
corporation formed solely for the
convenience of ownership you must pay
us a transfer fee

Renewal

Will vary under circumstances

30 days before
expiration of the
original franchise
term, concurrent
with the signing of
a new franchise

Renewal fee is for an additional
franchise term at the same site under a
new Franchise Agreement See Note 17

Hardware, Sofiware,
Support, and System
Training

agreement
Relocation Fee $5,000, or more Payable before See Note 18
relocation
Standard POS Will vary under circumstances | As incurred See Item 7, See Note 3

System

Operations Manuals | $300 Upon receipt of See Note 19

duplicate duplicate copy

Digital Menu System | $150 Monthly A digital menu system is being
implemented for all Costa Vida locations

Muzak Subscription | $55 Monthly Muzak has created custormized Costa Vida
music to be played 1n all Restaurants

Centralized Data $50 §150 Monthly Once we approve a system, each

Franchisee will need to pay a monthly fee
to use the system

Explanatory Notes

You must pay these fees to us except as explained below If we do not actually receive your payments
During the course of developing and operating your
Restaurant, you also must purchase various items from designated and approved suppliers or 1n accordance with

on the due date, they will be deemed delinquent

our standards and specifications

requirements
Specific Notes

Note 1
refundable

the Franchise Agreement

10713754211518103
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Note 2 Gross Revenues means the aggregate amount of all sales of Costa Vida Products, and any
other items goods and services made and offered in the operation of the Costa Vida Restaurant whether or
not these items are approved for sale from the Restaurant including sales made at or away from your
Restaurant whether for cash credit check gift certificate services property or other means of exchange but
excluding all federal state or municipal sales, use or service taxes collected from customers and paid to the
appropriate taxing authority

Note 3 You must pay all Royalties Advertising fees Information System fees and other amounts
owed to us or our Affilates by pre-authorized electromic bank transfer from your general account You must
sign and complete the form Authorization Agreement attached to the Franchise Agreement as Exhibit G or any
other documentation we require to permit the electronic transfer The pre-authorized electronic bank transfer
requuements are further described in Section 6 of the Franchise Agreement and Exhibit G to the Franchise
Agreement These fees are currently payable weekly on or before the close of business on Wednesday of each
week for the preceding week We expressly reserve the right in the Franchise Agreement to change the
payment frequency and due dates of these fees provided that they will not be payable more often than weekly
As described in the Explanatory Notes above these fees must be paid to us at our request by pre-authorized
electronic bank transfer from your general operating account

Note 4  These items include amounts paid to a NMF LMF MAF and amounts generally expended by
you for marketing and advertising each of your Costa Vida Restaurants As of the effective date of this
Dusclosure Document no amounts have been collected for the NMF but we expressly reserve the right to
collect them at any ime A Marketig—AdmunstiationBrand Development & Production Fee of 0 5% of Weekly
Gross Revenues 1s collected from each franchisee along with the Royalty Fees Additionally, each franchisee 1s
required to spend for locally advertising and promoting its restaurant those amounts we periodically establish
not to exceed two percent (2%) of Gross Revenues during any period consisting of four consecutive fiscal
quarters, with marketing material that must be pre-approved by Costa Vida Management You may at our
determination be required to participate in a DMA Marketing Cooperative (co-op) Decisions of DMA
Marketing Cooperatives are made by majority vote based on one vote per Costa Vida Restaurant Accordingly
we may control the DMA Marketing Cooperative in certain areas where company-owned/company-affiliated
Restaurants constitute the majority  Funds for a DMA Marketing Cooperative are collected from each
restaurant in the DMA area and spent at the direction of the DMA cooperative membership If we provide you
or your DMA Marketing Cooperative 30 days notice of a special promotion you must participate and also
pay any special promotion advertising fees we assess These fees will be 1n addition to your LMF
requirements We may increase the NMF LMF or MAF contributions above two percent (2%) (NMF and
LMEF) and one-half percent (0 5%) (MAF) of Gross Revenues with an affirmative vote by 66% of all the then-
existing company and franchised Costa Vida Restaurants or by an affirmative vote by 51% of the then-existing
Jfranchised Costa Vida Restaurants —see

Note 5 You must purchase Proprietary and Licensed Ingredients from Designated and Approved
Suppliers (Seetten+-8 entiy—CostatVadaManaeeme s—the—only-esg ad-or—Approved pptei—(dee
Item 8) We may cause the Designated Suppliers and Approved Suppliers to sell you reasonable quantities of
spices and other products All other Proprietary Ingredients are sold at prices and on shipping terms
established periodically by the supplier thereof

Note 6 We may publish or disclose to other franchisees any information that 1s collected produced
or maintained under any quality control programs in any manner ot format that we deem appropriate We
also reserve the right to publish or disclose to third parties in an aggregate anonymous format any iformation
that we collect, produce or maintain in connection with such quality control programs

Note 7 You must pay us all fees and other amounts under the Franchise Agreement when due If
you fail to do so we have the right to charge a $100 late fee per delinquent payment and at our 1equest you
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must pay it by way of direct debit as described in General Comments above Further you must submut all
mandatory reports to us when due as required by the Franchise Agreement If you fail to do so we have the
right to charge a 325 late fee per late report and an additional $25 late fee to each person that the report
continues to be delinquent payable by direct debit at our request

Note 8  You must pay all business debts financial obligations lens and taxes promptly when due If
you fail to do so we have the right at our option to pay the same and then be entuled to immediate
retmbursement from you Unpaid debts owed to us bear interest from the due date until paid at the lesser of
one and one-half percent (1 5%) per month or the maximum contract rate permitted by the law of the state in
which your Restaurant 1s located

Note 9 You must pay the costs of the audit or inspection only if you fail to furmish us wuth the
records and reports that we request as part of the audit or if the audit results show an understatement of
Gross Revenues of more than two percent (2%) or if the need for an audit was a result of your default under
the Franchise Agreement in failing to provide records and reports in a timely manner

Note 10 You must obtain our approval for your location We do—rot-eurrentlyreserve the right to
charge a fee for our site selection review and approval—butsve+eserve-the+ight+to-do-so in the range stated
After our approval we or our designated supplier must review the lease for the location and certify 1t as
meeting our mimmum qualifications

Note 11 No one may attend traiming before sigmng the Franchise Agreement We provide mandatory
introductory traiming for the Owner Operator General Manager and Preparation Cook as part of the witial
franchise fee described above at our traiming facility or company-affiliated Restaurant in Utah or at another
Jacility that we designate We have the right to charge a tuition or training fee for each additional franchise
owner or Owner Operator restaurant Manager or Preparation Cook that attends this introductory training
program mtially or in the future Also the imtial restaurant General Manager and Preparation Cook must
complete two—wonths—ofa rigorous corporate traimng at our training faciity a corporate-owned or company-
dffiliated restaurant or another facility that we designate You will be responsible for all compensation of your
employees and expenses (including training materials travel meals and lodging) incurred in connection with
any travming including the mandatory introductory training Neither you nor your employees will receive any
compensation from us for services performed during training

Additional franchise owners general managers and preparation cooks wishing to attend this rigorous
traiming program will pay 32 500 per person per month Each wutial-restaurant Manager and Preparation
Cook must pass a Costa Vida certification test at the end of the two-month training period You must pay for
all travel and Iiving expenses for your trainees during these training programs

We have the right to require you and/or previously trained and experienced restaurant managers
preparation cooks and employees to attend periodic iefresher courses at the times and locations we designate

Cirrently—we—do—notWe reserve the right to charge for the actual traiming butand you must pay for all
compensation travel and living expenses for your trainees during these refresher training programs

Note 12 If we elect to manage your Restaurant before purchasing 1t as permitted by Section 15 of the
Franchise Agreement or we assume management of your Restaurant in the case of your voluntary
abandonment as permitted by Section 14 of the Franchise Agreement we have the right to charge a
management fee of 10% of the Gross Revenues of your Restaurant during the period of management

Note 13 If you fail to maintain n effect any insurance required by us or to furnish to us satisfactory
evidence of this coverage we have the right to obtain insurance coverage for you on your behalf You must
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then immediately reimburse us for our costs and the cost of the insurance and sign any related documentation
required by us

Note 14 If you fail or refuse to maintain the Costa Vida Restaurant as required we have the right to
do so on your behalf and at your expense You must then immediately reimburse us for our costs and the cost
of the maintenance and you must facilitate any repair work required by us and carried out by us or a third

party

Note 15 If we or our Affilates prevail in any proceeding or litigation against you you must pay the
costs and attorneys fees incurred

Note 16 You and each of your Entity Owners also have certain indemnification obligations to us and
our Affihates as referenced in Item 9 of this Disclosure Document You must reimburse us if we incur any
expense including attorneys fees and other costs or are held Lable for claims arising out of your franchise
operations

Note 17 Renewal Fee We retain the right to change your fee for any renewal of your Agreement at
the end of its imitial term equal to the greater of the then-current mmtal franchise fee being charged by us less
the amount you paid to us as an wtial fee when you purchased your franchise or $7 500 Currently the
Franchise Agreement does not provide for you to obtain a successor franchise at the end of the renewal term
Any successor franchise shall be obtained under our policies at the time your renewal term expires

Note 18 Should it become necessary on account of the condemnation of your Restaurant premises or
the exercise of a relocation right by your landlord or for some other reason approved by us in writing to
relocate your Restaurant we will consent to relocation at a site acceptable to us provided that you pay to us
our then-current relocation fee (which 1s $5 000 as of the date of this Disclosure Document) and satisfy all of
the other conditions in Section 3 of the Franchise Agreement You must pay for all costs and expenses for any
approved relocation of your Restaurant

Note 19 We will loan you one copy of each of the Operations Manuals free of charge as further
described in Item 11 You must keep this copy of the Operations Manual on the Prenuses of your Costa Vida
Restaurant at all imes If you lose your copy of the Operations Manuals you must obtain a replacement copy
from us at our then-current charge for replacement copies As of the date of this Franchise Disclosure
Document our current charge for a replacement Operations Manual 1s 3300

[The remainder of this page 1s intentionally left blank ]
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ITEM 7 ESTIMATED INITIAL INVESTMENT

YOUR ESTIMATED INITIAL INVESTMENT

Type of Expenditure Amount Method of |, When Due To 'Whom Payment
_ Payment 'Is to Be Made
EranelseFee $36-000 Eump-Sum | Upen-sigamnsoefthe | Costa—VidaManagement-
(SeeNete Eranehise
Agreement
Franchise Fee $30,000 Lump Sum Upon signing of the | Costa Vida Management_
(See Note 1) Franchise
Agreement

Area Development Fee $15,000 per Costa | Lump Sum Upon signing of Costa Vida Management
(See Note 2) Vida Restaurant the ADA, will be

to be opened applied to

under the Franchise Fee

Development upon execution of

Schedule each Franchise

Agreement under
the ADA
Travel and Living $5,000-$15,000 Lump Sum | As incurred during Employees airlines, hotels,
Expenses while Training training and restaurants
(See Note 3)
Tenant Improvements $140 000-3$355,000 As As arranged or Contractors, Vendors
and Build-out (See Note Arranged incurred
4)
Building and Design $14,000-$49,000 Lump Sum As incurred before Architect, Engineer,
Permit and Professional opening Municipalities Lawyers
Fees (See Note 5) Consultants, etc
DesignReview—and $4500 Lump-Sum | Asaneumred-before Costa—VadaManagement
Preparation Spering
Restaurant Equipment $138,000 $166,000 Lump Sum | Upon delivery Vendors—Cesta-Vida
mcluding POS & before openming
Computers (See Note 6)
Trade Dress, Woodwork, | $97 000-$143,000 Lump Sum Upon delivery Vendors—Cesta-Vida
Fumniture Design before opening
Package & Fixtures (See
Note 6)
Opening Supplies & $10 000-$15,000 Lump Sum | Upon delivery Suppliers—CestaAda
Inventory (See Note 7) before opening
Small wares $14,000-$16,000 Lump Sum Upon delivery Suppliers—CestaVada
16
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YOUR ESTIMATED INITIAL INVESTMENT
L
Type of Expenditure Amount Method of ! When Due To Whom Payment
Payment Is to Be Made
before opening
Signage $6 000-822,000 Lump Sum | As incurred before Approved Suppliers—Cesta
opening Vida
Grand opening promotion | $10,000-$20 000 As Within 30 days of Vendors—Cesta—Vida
& special assistance (See Arranged opening
Note 8)
Secunty & Utihty $1 000-318,000 As As mcurred Vendors, Utility Companies
Deposits (See Note 9) Arranged Landlord
Insurance (See Note 10) $1,500-$5,000 As incurred | Annually Insurance Brokers, Insurance
company
Additional Funds - 3 $50,000-$100,000 Lump Sum As incurred Ceosta—Vada—Vendors,
Months (See Note 11) Employees, Utilities,
Landlord, etc

Totals $5148,000518,00

$955-500955,000

(not including real

estate lease costs)

General Comments

We have based the estimates provided 1n the chart above upon our Affillate s expenence n developmg
and operating seven—restaurants 1n Ceda 2 i S33 —F <
Meridian-Idaho, and Canada We do not guarantee that your costs will resemble the estlmates glven and may
be sigmficantly ligher than described above You should review these figures carefully with a business adviser
before making any decision to purchase the Franchise

All payments you make to us or our Affiliates are non-refundable unless otherwise stated Payments
you make to pames other than us or our Afﬁhates may or may not be refundable at the optlon of the other

The estimates in the above chart do not mclude Royalty Fees or marketing fees payable to us during the
operation of your Franchise since these fees are payable out of the Gross Revenues of your Restaurant See the
information 1n Item 6 for an explanation of the Royalty fees and marketing fees The estimates also do not
include real estate costs because land value or leasing cost vary widely depending on location and structure

Explanatory Notes

Note 1 330 000 15 the standard non-refundable imtial franchise fee for a Costa Vida franchise
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Note 2 8315 000 1s the development fee paid to us per Restaurant contracted under the ADA This
Fee will then be appled to the then current Franchise Fee upon the signing of a Franchise Agreement for each
subsequent Restaurant developed under the ADA

Note 3 You must pay for any mincidental expenses that you and your manager and any other
trainees incur while attending our mtial traiming program ncluding car rental gas airline tickets meals
hotel room and salaries You must also pay for any incidental expenses that Costa Vida trainers icur while
assisting with your Restaurant Grand Opening as well as while assisting with restaurant site selection or site
approval processes These expenses may include car rental gas airline tickets meals hotel room, and
salaries

Note 4 These estimates include construction costs (labor and material) and construction
management costs for typical tenant improvements and remodeling necessary to prepare a site for operation of
a Costa Vida Restaurant The total estimated initial investment does not include real estate You must lease
or purchase a location approved by Costa Vida Management Cowpeny—(lease purchase and pre-opening
occupancy costs are not included in the figures in Item 7) and construct remodel alter and improve it to
Costa Vida s specifications The cost of purchasing or leasing and developing a site for a Costa Vida
Restaurant will vary considerably depending on such factors as location size design configuration condition
of the premises the condition and configuration of existing services and facilities such as air conditioning
electrical and plumbing the terms of your lease duration of the building process (delays) union labor
requirements contractors fees and availability of materials and labor and the local real estate market You
will need to purchase or lease a building of approximately
hiedred2, 600 to 3 600 square feet excluding patio area and pay for the cost of site work and/or leasehold
improvements You must perform or have performed any construction remodeling or additions necessary to
cause the premises to conform to applicable Federal State County and City laws ordinances codes and
rules and regulations goverming food services businesses and that meet Costa Vida s requirements for the
layout design construction fixtures equipment installation, and trade dress appearance of a Costa Vida
locanion  If you do not currently own adequate space you must lease the space for your Restaurant Costa
Vida Restaurants are typically located in malls strip centers and free standing locations

Typical locations are stand-alone sites and shopping center outparcels The average Costa Vida
Restaurant requires 2 600 to 3-2003,600 squate feet depending upon projected volume We suggest a corner
or end-cap location with at least thirty feet mmmmum frontage Additionally your Restaurant must have
access to at least thirty dedicated parking spaces if 1t is not located in a hgh-pedestrian location Outside
seating 1s highly recommended This i1s not an exhaustive list of site approval conditions and we may change
our recommendations or approval conditions at any time We cannot estimate the amount of your monthly
rental payments since rental amounts vary greatly from site to site and are affected by a number of factors
including location size wisibility accessibility and competitive market conditions In addition to rental
payments your lease may obligate you to make other payments to the landlord such as payments for shopping
center or building operating expenses common area maintenance expenses, food court expenses merchants
association assessments assessment for shopping center promotion and advertising and the ltke Your lease
may also require you to spend a certain amount on advertising and promotion for your particular Restaurant
Again because these payments vary widely from lease to lease we cannot estimate the amount that you may
have to pay for these or other similar items You will make rental payments to your landlord Leases may also
require percentage rent If you or one of your Owners or one of your Affiliates at any time acquires the
ownership of the premuses for your Restaurant you must immediately notify us and we may require that you or
such Owner or Affilate (1) enter into an agreement with us in recordable form granung us the right and
option 1n the event of a termination (for whatever reason) of the Franchise Agreement to lease the premises at
Jair market rental rates for a term eetermwscoterminous with the term of the Franchise Agreement for such
prenuses or (2) enter to a prune lease with us at fawr market rental rates for a term ecotermuscotermnous
with the term of the Franchise Agreement for such premises and a sublease with us on the same terms as the
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prime lease The prime lease and sublease referenced in the preceding sentence shall be on the then-current
lease and sublease forms used by us

Note 5 Buillding and design permit and professional fees may vary depending on the consultants
used and the fees charged by the mumcipalities The design and permit fees do not include any impact fees
which-may be imposed by the munmicipality The permits and licenses include for example business licenses
and beer licenses Building permits are included n the total construction costs Beer or hquor license costs
may be significant You are not required to sell beer 1n your stores However you must gain approval from
Costa Vida before seeking a liquor license

You may find 1t necessary to retain an attorney to review the real estate lease the franchise documents
or to assist in formung a corporation partnership or limited lability company You may also retain an
accountant for advice in establishing and operating your franchise business and filing necessary tax forms and
returns If you develop a new Restaurant you must also employ and pay an architect or engineer to prepare a
site plan and other construction documents—Hthongh—we—wHl provide—yon—vith—prototypieal—plans and
specifications onal-ecost—to36H4—0 By —EH 6 pet—oi—engreer—to—adapt—these-plans—and
speetfications—oto_comply with city state and local building codes and to the specific site chosen for your
Restaurant

Note 6 This estimate ncludes kitchen-typical furniture fixtures and equipment computer POS
Systems and related software including a digital menu system big screen televisions or projection system
ncluding content/programmung restaurant equipment prep service and display counters warmers stoves
ovens disposal systems refrigerators beverage dispensers any other needed equipment ncluding costs of
wnstallation, etc  You must purchase the Costa Vida design package elements which may include but are not
himited to custom woodwork custom drink station tables chairs water wall wall bench artwork and wall

accessories as specified by us These costs vary widely Hsome—thstarees—wethnay-purchase-and-ar-angefor

Jor more information on the POS Systems and related software and hardware that meets our System Standards
as of the effective date of this Disclosure Document

You must prepare and sell all of the menu items as designated by Costa Vida as part of uts standard
menu and provide all standard services designated by Costa Vida If any special or additional equipment
fixtures or furniture are required to provide those services or menu items, you must acquire the specified
equipment or fixtures the cost of which may be significant to you

You must have high-speed Internet access as well as a business subscription to Muzak or a similar
system approved by us and these estimates include typical installation fees and service fees for three months
See Items 8 and 11 of this Disclosure Document for more information on our right fo require you to purchase
install and use computer hardware and software in the operation of your Restaurant

Note 7 This estimate includes a supply of imtial food and beverage products for use and sale at
the Restaurant including spices flavorings produce meats dry goods small kitchenwares cleaming supplies
paper and packaging supplies beverage cups report forms marketing and point of sale materials

Proprietary ingredients must be purchased from our Designated Suppliers (See Item 8) Other items
must be purchased from Approved Suppliers or other suppliers that we approve (See Item 8) All items
purchased must meet our quality standards (See Item 8)

Note 8 As explained in more detail in Item 5 of this Disclosure Document you must spend at least
I $10 000 orn a grand opeming advertising and promotional program_appi oved by Costa Vida Management, and
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we suggest that you spend significantly more to facilitate a successful grand opening At least a portion of this
amount must be paid to us or our Affiliates to cover the cost of the materials that we develop and provide to
you for the grand opeming programs You may also incur expenses from us andor other vendors and supphers
in conducting your grand opemng promotion (Costs involving the traiming of personnel in your grand
opening or food that is served during the grand openming do not count against this $10 000 spending
requirement )

Note 9 You might need to pay deposits for utilities and your property Deposits for utility services
and your property are typically required at the time the service is applied for and may or may not be
refundable The amount for deposits can vary significantly n different areas and you should verify specific
amounts with local utility compames and the landlord

Note 10 As explained in more detail in the Franchise Agreement you must obtain and keep in force
the appropriate insurance coverages as described in Item 8 of this Disclosure Document with us named as an
additional insured or loss payee on each policy, as applicable

You must also maintain and keep in force all workers compensation insurance on your employees that
1s required under the applicable workers compensation laws of the state in which your Restaurant 1s located
Your real estate lease may also impose requirements for insurance coverage in addition to the requirements
that we impose The chart contains the estimated cost of required insurance coverage for a three-month start-
up period however the cost of mmsurance varies depending upon the insurance company you select lease
requirements variances in the cost of insurance from city to city and state to state and other factors

Note 11 This estimate includes working capital for the first three months and includes general
operating expenses such as lease payments nventory payroll expenses facility expenses insurance pest
control security repairs and maintenance and complimentary sales store-level employee wages and benefits
point-of-purchase collateral other marketing costs maimntenance linens cleaming and office supplies leased
equipment occupancy expenses credit card processing fees and other costs This estimate does not include
salaries and expenses during tramming of your Operating Partner (described n Item 15) whose traiming 1s
required by the Franchise Agreement and/or the Area Development Agreement Because you and/or your
Operating Partner and your other personnel for your Restaurant as well as personnel in management positions
and personnel that will work in more than one Restaurant are required to complete our traiming program
before opeming your first Restaurant (See Item 11) these expenses are included for your first Restaurant
Consequently the additional funds necessary for your first Restaurant tend to be on the high end of the
estimated range while the additional funds required for subsequent Restaurants that you open may fall on the
lower end of the estimated range Your costs may depend upon factors such as how well you follow Costa
Vida s methods and procedures the amount spent and effectiveness of your grand opening marketing activities
your management skill experience and business acumen local economic conditions the time of the year your
Restaurant i1s opened the demand for the Restaurant s food and services in your area the prevailing wage
rates competition and the sales level reached during the wutial period These estimates also do not take nto
account the finance charges nterest and related costs you may wncur if any portion of your investment 1s debt
financed These figures are estimates and we cannot assure you that you will not have additional expenses in
starting your Costa Vida Restaurant

Except as otherwise noted none of these payments are refundable These payments are only estimates
and your costs may be higher depending on your particular circumstances In geographical areas where we
have no Costa Vida Restaurants or have no significant experience regarding openings of company-owned
company-affiliated or franchised Restaurants the foregoing estimated munal imvestment may be less 1eliable
and you may have to make a greater investment depending on the circumstances You should review these
figures carefully with a business advisor accountant or attorney before making any decision to purchase a
Jfranchise We do not offer any financing for your mnitial investment or any other items The availabiity and
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terms of financing with third-party lenders will depend on factors such as the availability of the financing
generally your credit-worthiness and policies of lending nstitutions concerning the type of business to be
operated

If you purchase an existing company-owned Costa Vida Restaurant, you may have to make a greater or
smaller investment, depending on the circumstances, than the estimated imtial investment shown above The
price and terms of payment for such Costa Vida Restaurant will be established by mutual agreement We do not
have sufficient experience with non-traditional locations to be able to estumate the imitial investment for those
locations

[The remainder of this page 1s intentionally left blank |
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ITEM 8 RESTRICTIONS ON SOURCES OF PRODUCTS AND SERVICES

Generally

The appearance, set-up, decor, recipes, preparation techmiques, processes, formulations, and
specifications for all Costa Vida Restaurants and Products are trade secrets belonging exclusively to us To
ensure that high and uniform standards of quality and service are maintained, you must operate your Costa Vida
Restaurant 1n strict conformuty with our methods, standards and specifications as described below, you must
purchase or lease those furmishings, fixtures, signs, equipment and development services, as well as, proprietary
spices and other proprietary mput ingredients, certain other branded products and ingredients, such as napkins,
paper cups, boxes, simular packaging items, and certain other branded umiforms and apparel, merchandise,
marketing collateral and other promotional products bearing the Marks, as may be specified in the Operations
Manual, Owner’s Tool Kit, fixtures, supplies, equipment, POS and 1nventory only from us or from our approved
suppllers or dlstrlbutors before and after you open your Restaurant Gaﬁenﬂ—yu—we—er—ew—%ates—are-ﬂae—eﬁ-l-y

d : 1Y : us—To ensure these high and uniform
standards, we req\nre that 100% of your purchases m the estabhshment of your Costa Vida Restaurant be made
from ws—er—from—our approved supphlers, vendors or distnbutors Once you are open for operations,
approximately 90%-95% of your purchases will be required purchases

Additionally, we participate 1 a food distribution program with Sysco Corporation, or their Affihates to
provide streamlined ordering, delivery and operational benefits as well as scale pricing to Costa Vida
Restaurants You must participate mn this program and purchase at least 90% of your food and paper supplies
and products and certain other products required under this Sysco program for use at your Restaurant

Additionally, we participate i a marketing program sponsored by Coca-Cola Fountam, Coca-Cola
Bottling, or therr Affiliates You must participate in the program and purchase Coca-Cola soft drink products
and certain other beverages and products required under this Coca-Cola program for use at your Restaurant
You may purchase Coca-Cola products from any authorized Coca-Cola distributor that we designate

We may require you to carry an inventory of branded clothing items, such as T-shirts, hats and other
branded merchandise, for sale at your Restaurant You must purchase these items from us or our designated
supphlers, and we may receive compensation for these purchases on the basis of the items purchased by our
franchlsees elther m the form of a per-ltem rebate or upcharge or volume-based commission Gurreﬂt-l-y-—we-of

ﬁ+m;e—date—theseThese 1tems may also be sold by us or our suppller(s) on- lme— or dlrectly to consumers

|

In operating your Restaurant, you must use only the soft goods, small wares, utensils, cleaning supplies,
novelty items and other miscellaneous items that we require and have been approved for Costa Vida
Restaurants, as meeting our specifications and standards for quality, appearance, function and performance
Except as stated in this Item 8, you may purchase these items from any supplier who can satisfy our standards
and specifications We give these standards and specifications to our suppliers, and they are also contained 1n
the Operations Manuals, Owner’s Tool Kit, our corporate intranet (1e www cvfranchise com), and other written
or electronically transmitted matenals that we give to you
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We have the night, i addition to any amounts received from suppliers or distributors as descnibed n
this Item 8, to receive rebates, marketing fund contributions or other payments from suppliers, distributors and
other service providers based (directly or indirectly) on sales to you and Company owned Restaurants (the
“Rebates”) These payments may range from less than one percent (1%) up to 15% or more of the amount of
those purchases by you We do not negotiate purchase arrangements from suppliers or service providers for the
benefit of franclusees In 26122013, we received a total of $150,795-orfour—and-sixty-eighttenths—of-one
percent{4-68188,128 or 4 67%)} of Costa Vida’s 20422013 total revenue from such Rebates Costa Vida’s total
revenue 1n 20422013 was $3;225,1194,031,960

There are no suppliers in which an officer of the Franchisor owns an interest

Ingredients and Other Products

The food dishes and other products sold at Costa Vida Restaurants are distinctive as a result of being
made with proprietary and/or umquely specified and sourced ingredients (e g the spices, sauces, and other
ingredients from which the distinctive Costa Vida dishes and other products are made for Costa Vida
Restaurants), which are manufactured or produced according to proprnietary processes or are sourced or stocked
per our requirements The ingredients, food preparation methods, and the food dishes into which they are made,
are all integral components of the Costa Vida Restaurant franchise and are mextricably interrelated with the
Marks and the System The Costa Vida franchise could not be offered efficiently or effectively without the
inclusion of the Proprietary Ingredients as an essential and integral component of the System You therefore
shall be required to purchase your entire requirements of Proprietary Ingredients and products in accordance
with the terms of Section 8 of the Franchise Agreement Specifically, you must purchase exclusively from
Approved and Designated Suppliers as defined in the Franchise Agreement “Designated Supplier” shall mean
any supplier, including us, any Affihate of ours or an independent third party, whom we authonze to
manufacture Propnietary Ingredients Further, you must purchase from Approved Suppliers those ingredients and
products we authorize now or in the future to be provided and/or produced by Approved Suppliers, subject to
your right to purchase from Alternative Approved Suppliers (as defined below) “Approved Supplier” shall mean
any supplier, including us, an Affihate of ours or an independent third party, whom we authorize to manufacture
and/or provide licensed and/or non-proprietary ingredients and products “Alternative Approved Supplier” shall
mean any supplier who has been proposed by you or by another franchisee and who has been approved by us to
provide and/or produce licensed and/or non-proprietary ingredients and products in accordance with the terms of
the Franchise Agreement We reserve the right to designate any ingredient as a Proprietary Ingredient Products
not designated as Proprietary Ingredients are referred to as “Licensed Ingredients ” Designated and Approved
Suppliers have the night to profit from the sale of products and ingredients We do not act i any fiduciary
capacity for you n our relationship with any Designated or Approved Suppliers, however, we do negotiate
contracts for use by and binding upon all franchised, company-affihated, and company-owned Costa Vida
Restaurants

Provided you and your Affiliates are in compliance with the Franchise Agreement and all other
agreements with us and our Affiliates, we will cause Designated and Approved Suppliers to sell reasonable
quantities of products and ingredients to you in accordance with the terms of Section 8 of the Franchise
Agreement We will use reasonable efforts to cause Designated Suppliers to sell to you reasonable quantities of
Proprietary Ingredients All Proprietary Ingredients as well as all other ingredients and products are sold at
prices and on shipping terms established and changed by the supplier Designated and Approved Suppliers may
establish credit terms, 1f any, as deemed appropnate All Company-owned and Affiliate-owned Restaurants pay
the same prices to vendors as franchised restaurants

Designated and Approved Suppliers shall not be liable for any delay in the delivery of products as a
result of any cause beyond their reasonable control, except in accordance with our contracts with them
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Designated and Approved Suppliers may establish policies and procedures for the allocation and distribution of
mngredients and products among Costa Vida Restaurants

If you desire to procure authorized Licensed Ingredients from a supplier other than one previously
approved or designated by us, you shall deliver written notice to us of your desire to seek approval of the
supplier, which notice shall (1) identify the name and address of the supplier, (1) contain the information
requested by us or required to be provided according to the Operations Manual (which may include reasonable
financial, operational and economic information regarding 1ts business), and (1) identify the authorized
Licensed Ingredients desired to be purchased from the supphier We shall, upon your request, furnish
specifications for the Licensed Ingredients 1f they are not contained 1n the Operations Manual We shall not be
obligated to disclose the terms and conditions, including the pricing, to anyone as to Proprietary or Licensed
Ingredients We may request that the proposed supplier furnish us, at no cost to us, product samples,
specifications, and other information as we may require We or our representatives, including quahified third
parties, shall also be permitted to inspect the proposed supplier’s facilities and establish economic terms,
delivery, service, and other requirements consistent with other distribution relationships for Costa Vida
Restaurants

We will use our good faith efforts to notify you in wnting of our decision within 120 days after our
receipt of product samples from the proposed alternative supplier and other requested information However, if
we have not notified you 1n wnting within the one hundred twenty day tume period, the proposed supplier will
be deemed disapproved by us We are not required to approve any supplier, and without limuiting our right to
approve or disapprove a supplier 1n our sole discretion, you acknowledge that 1t 1s generally disadvantageous to
the system from a cost and service basis to have more than one supplier 1n any given market area and that
among the other factors we may consider in deciding whether to approve a proposed supplier, we may consider
the effect that the approval may have on the ability of us and other franchisees to obtain the lowest distribution
costs and on the quality and umformity of products offered systemwide We may also determune that certain
Licensed Ingredients (e g beverages) shall be limited to a designated brand or brands set by us We may revoke
our approval upon the alternate supplier’s failure to continue to meet any of our criteria If we approve the
alternate supplier, said supplier shall be designated an “Alternative Approved Supplier” for purposes of this
Agreement

As an additional condition of its approval, we may require a supplier to agree 1n writing (1) to provide,
upon our request, free samples of any Licensed Ingredient 1t mtends to supply to you, (u) to faithfully comply
with our specifications for applicable Licensed Ingredients sold by 1t, (11) to sign any agreement in a form
required by us, (1v) to provide to us duplicate purchase invoices for our records and mspection purposes, (v) to
make the products available to all of our company-owned, company-affiliated, and franchised restaurants, and
(v1) to otherwise comply with our reasonable requests

You or the proposed distributor or supplier shall pay to us in advance all of our reasonably anticipated
costs 1n reviewing the application of the Alternate Approved Supplier and all current and future reasonable costs
and expenses, including travel and hiving costs, related to mspecting, re-inspecting and auditing the Alternative
Approved Supphiers’ facilities, equipment, and food products, and all product testing costs paid by us to third
parties You acknowledge and agree that we do not act 1n a fiduciary capacity for you in our relationship with
Alternative Approved Suppliers We may impose limuts on the number of Alternative Approved Suppliers We
have the night to momtor the quality of services provided by Alternative Approved Suppliers in a manner we
deem appropriate and may terminate any Alternative Approved Supplier who does not meet our quality
standards and specifications, as may be in effect at the time If you purchase one or more types of other
products from an Alternative Approved Supplier, no Approved Supplier will have any obligation to sell you any
other product while you are purchasing from any Alternative Approved Supplier If, after commencing
purchasing other products, you may be required to submut to us an application, in such form as we may
periodically determine which we will normally process within 30 days The Approved Suppher has no obligation

24

20432014 Costa Vida Franchise Disclosure Document
1073751-211518103



to resume supplying other products to you, and you may not place an order for such products with the Approved
Supplier, unt1l we have approved your application for resupply

Other Products

The reputation and goodwill of Costa Vida Restaurants are based on, and must be maintamed by, the
sale of distinctive high-quality products, merchandise, and services Therefore, your Costa Vida Restaurant
must use and offer for sale only food products, beverages, beer, ingredients, uniforms, packaging maternals,
menus, forms, labels, and other supplies and other products and services that conform to our specifications and
quality standards and/or are purchased from suppliers we have approved @ Where we have Proprietary
Ingredients you must use the ingredients and products without exception The list of brands and suppliers 1s
contaimned 1n our Costa Vida Operations Manual, and we may modify that list when we deem necessary 1n our
discretion After notice of a modification, you may not reorder any brand or reorder from any supplier that 1s
no longer approved

If you propose to use any brand and/or supplier that 1s not then approved by us, you must first notify us
and submut sufficient information, specifications, and samples concerning the brand and/or supplier so that we
can decided whether the brand complies with our specifications and standards and/or such supplier meets our
approved supplier criteria 'We have the right to charge reasonable fees to cover our costs We will notify you
of our decision within a reasonable period of time We may prescribe procedures for the submussion of requests
for approval and impose obligations on suppliers, which we may require to be incorporated in a written
agreement We may impose limits on the number of suppliers and/or brands for any of the foregoing items
Subject to the foregomng, you do not have to purchase or lease anything from us or any of our Affihates,
however, we, and our Affiliates, can be approved suppliers for any items We formulate and modify, at our
discretion, specifications, and standards we impose on you and suppliers Specifications and standards are
1ssued to you through Costa Vida’s Operations Manual and to suppliers by written agreement

Purchase Arrangements/Cooperatives

We attempt to negotiate purchase arrangements with third-party suppliers (including price terms) In
doing so, we seek to benefit and to promote the overall interests of all Costa Vida Restaurants, including those
owned by franchisees, our franchise system and our interests as the franchisor We do not provide matenal
benefits (e g renewal or additional franchises) to a franchisee based on its use of Designated or Approved
Supphiers  Additionally, all Affiliate and Company-owned Restaurants pay the same prices to vendors as
franchised Restaurants

There are no franchisee purchasing or distribution cooperatives

Specifications, Standards, and Procedures

Each aspect of the interior and exterior appearance, layout, decor, trade dress, services, and operation of
your Costa Vida Restaurants 1s subject to our specifications and standards You must comply with all
mandatory specifications, standards, and operating procedures (whether contained in the Costa Vida Operations
Manual or any other written communication) regarding the appearance, function, cleanliness, and operation of
all Costa Vida Restaurants

Standardized Accounting Process and Reporting Requirements

You must establish and maintain a bookkeeping, accounting, record keeping and data processing system
conforming to the requirements and formats that we prescribe;, including, a common chart of accounts and
methodology, format, submisston process and timelne, and you must use the Restaurant-Magic-operational data
control system_approved by Costa Vida Management, as further detailed in the Operations Manual You must
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furmish us periodic reports, which include and are not limited to, monthly gross revenue reports and monthly
profit and loss statements You must provide such periodic reports n a timely manner as noted in Section 11 of
the Franchise Agreement

Computer Hardware and Software

You must use a standard point-of-sale system and all POS modules approved by us and used by us and
other franchisees to ensure System Standards We will appoint the supplier that meets our standards and
specifications, and you must enter into the necessary contracts to procure and operate this POS System We
can change our approved supplier at any time We will have full and independent access to any and all data
generated from this POS System

At this time, you must record all sales on computer-based cash registers that are fully compatible with
our computer systems and include seamless information interface capability of fully integrating electronically
nto our centralized computer system

We also require you to purchase a back office computer system with the appropriate hardware and
software You must purchase the appropnate accounting, word processing, spreadsheet, internet browser, anti-
virus, firewall, spyware protection and any other software we may choose to require The cost of purchasing or
leasing the necessary computers and software programs ranges from $2,000 to $5,000

Insurance

You must maintain 1n force (a) Property Coverage that includes all-nsk property msurance, including
fire and extended coverage, vandalism, and malicious muschief msurance, for the replacement value of your
Costa Vida Restaurant and 1ts contents, including business interruption insurance, (b) Commercial General
Liability and Product Liability insurance that includes food-borne illness coverage, (c) Commercial Auto
Insurance, (d) Workers’ Compensation nsurance, and (e) Umbrella Liability All insurance policies must (1)
be 1ssued by carriers with an AM Best rating of A-, X, or better, (2) be written at the mumimum amounts of
coverage, (3) name Costa Vida Management, LLC, and our Affiliates as additional msureds under the General
Liability, Products Liability and Commercial Auto Policies and loss payee under the Property Policy, and (4)
Costa Vida Management, LLC, must be endorsed to all policies noted above to receive 30 days’ notice of
cancellation 1n the event of non-renewal and 10 days’ notice 1n the event of nonpayment of premmuum You must
also provide certificates of insurance evidencing your insurance coverage in comphance with these mimmums
no later than 10 days before your Restaurant opens and within 30 days each year when your policies renew

Listed below are types of mimmum coverage amounts that we currently require for each franchised
Costa Vida Restaurant per location

COMMERCIAL GENERAL LIABILITY

Occurrence Limit $1,000,000

General Aggregate Limit $2,000,000

Products/Completed Operations Aggregate $2,000,000

Limt

Personal and Advertising Injury Limut $1,000,000

Damage to Premises Rented to You $1,000,000
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Food Bome Illness Limut

AUTOMOBILE LIABILITY

Bodily Injury and Property Damage Combined
Single Limut

Hired and Non-Owned Liability Limat

WORKERS’ COMPENSATION

Workers’ Compensation

Employer’s Liability

$—106,600300,000

$1,000,000

$1,000,000

STATUTORY

$1,000,000 per employee, bodily injury by disease,

$1,000,000 policy limut, bodily injury by disease,
$1,000,000 per employee, bodily injury by accident
UMBRELLA LIABILITY

1 to 10 Restaurants $5,000,000 each occurrence (miniumum)

$5,000,000 aggregate (mimmum)
11-25 Restaurants $10,000,000 each occurrence (minimum)
$10,000,000 aggregate (minimum)
26 or more Restaurants $15,000,000 each occurrence (mimumum)
$15,000,000 aggregate (minimum)

Upon 30 days’ prior notice to you, we may increase the mimmmum protection requirement as of the
renewal date of any policy, and require different or additional kinds of insurance at any time, to reflect inflation,
identification of new risks, changes in law or standards of liability, higher damage awards or other relevant
changes in circumstances You shall submit to us, via your insurance agent or broker, before the Restaurant
opens, and annually thereafter; a copy of the certificate evidencing each required 1nsurance policy If you at any
time fail or refuse to maintain 1n effect any insurance coverage required by Company, or to furnish satisfactory
evidence of 1t, Company, at its option and 1n addition to its other rights and remedies under this Agreement,
may, but need not, obtain this insurance coverage on your behalf, and you shall promptly sign any application or
other forms or instruments required to obtain any insurance and pay to Company, on demand, any costs and
premiums incurred by Company At our request, you must furmsh us with evidence of insurance coverage and
payment of premiums as we require

Your obligation to maintain insurance coverage 1s not dimimshed 1n any manner by reason of any
separate insurance we may choose to maintain, nor does it relieve you of your obligations under Section 16B of
the Franchise Agreement
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Real Estate Requirements

You must locate a site for your Restaurant that 1s approved by us, and you may not sign a lease for the
site until we have given our approval 1n writing We approve locations on a case-by-case basis, considering
items such as size, appearance, and other physical charactenstics of the site, demographic characteristics, traffic
patterns, competition from other businesses 1n the area (including other Costa Vida Restaurants) and other
commercial characteristics, such as purchase price, rental obligations and other lease terms We will

| prevideassist you with a list of site criteria to help you locate a suitable site  Our approval of the Site, however,
does not and cannot provide any guarantee or representation that the site or your Restaurant will be successful
You must pay for any incidental expenses that Costa Vida personnel incur while assisting with Restaurant site
selection or site approval processes These expenses may include car rental, gas, airline tickets, meals, hotel
room, and salaries

If you, one of your Owners, or one of your Affiliates at any time owns the premises for your Restaurant,
you must immediately notify us, and we may require that you or such Owner or Affiliate (1) enter into an
agreement with us in recordable form granting us the nght and option, in the event of termunation (for
whatsoever reason) of the Franchise Agreement, to lease the premises at fair market rental rates for a term
eotermnuscoterminous with the term of the Franclise Agreement for such premuses, or (2) enter into a prime
lease with us at fair market rental rates for a term eetemmtnuscoterminous with the term of the Franchise
Agreement for such premises and a sublease with us on the same terms as the pnime lease The prime lease and
sublease referenced in the preceding sentence shall be on the then-current lease and sublease forms used by us

You must construct and develop your Restaurant—We—wilfurnish—yeou—with—protetypreal-plans—oand
speetfications—for at your own cost and expense _ You must develop your Restaurantineluding requireents—for

in_accordance with such exterior and 1nterior matenals and fimshes, dimensions, design, image, interior layout,
decor, fixtures, furmishings, equipment, color schemes and signs—Yeu—must—develop your Restaurant—n
aceordance-with-theseplansand -speetficationsconsistent with System products and Marks You must prepare all
required construction plans and specifications to suit the shape and dimensions of your site and to ensure that
the plans and specifications comply with appllcable ordmances bu1ldmg codes and permlt requxrements and
with lease requirements and restrictions : ; : pie
speetfieattons—You must submit construction plans and specnﬁcatlons to us for our a-ppfeva-lrewew before you
begin construction of your Restaurant, and you must submut all revised and “as butlt” plans and specifications to
us during the course of construction

In developing and operating your Restaurant, you must use only the fixtures, furnishings, equipment
(which includes computer hardware and software such as the POS System described above mn this Item 8) and
signs that we require and have approved as meeting our specifications and standards for qualty, design,
appearance, function and performance As of the effective date of this Disclosure Document, we have
designated approved suppliers for fixtures, furmishings, equipment, and decor;—and—certain—-areltteetural-and
destgn—serwiees for developing your Restaurant These approved suppliers are the only ones that meet our
spec1ﬁcat10ns and standards for these items, and you must purchase these items from these approved suppllers

You may only display at your Restaurant the signs, emblems, lettering, logos and display matenals that we
approve 1n writing We have the right to nstall all required signs at the Restaurant premises at your expense,
l although our current practice 1s to aewrequire you to install the signs
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We estimate that the cost of required purchases of products, supplies, fixtures, furmishings, equipment, signs and
leases from approved suppliers or designated suppliers, or otherwise will represent 90% or more of your overall
purchases of these items 1n operating the Restaurant

Website

You may not promote, offer, or sell any products or services relating to your Restaurant, or use any of
the Marks, through the Internet without our consent You must acknowledge that Costa Vida Holdings 1s the
lawful, nghtful, and sole owner of wwaw-eestavidanet-www costavida net domain name and unconditionally
disclaim any ownership interest m any similar phrase or any sumilar Internet domam name, including
www costavida com, www costavida org and www costavida biz You and your Principal Owners agree not to
register any Internet domamn name in any class or category that contains the words Costa Vida or any
abbreviation, acronym, combination, derivative, or variation of those words

You will use the Costa Vida Franchise website www cvfranchise com (the “Franchise Website™) in strict
compliance with the standards, protocols and restrictions we include i the Operations Manual You must
implement all reasonable procedures we prescribe periodically to prevent unauthorized use and strict compliance
with the standards, protocols and restrictions we include 1n the Operations Manual regarding the use of the
Franchise Website among your Restaurant’s Operating Partners, general managers, assistant managers, prep
cooks, and the like You are to notify Costa Vida Management when any partner or employee ceases to be
affibated or employed with your Restaurant so we can remove their access to the Franchise Website

You recognize and understand the crucial importance of the Franchise Website users not transmutting
Confidential Information, documents or data from or via the Intranet or Internet without first encrypting the
transmussion with the encryption program we may either require you to purchase or approve of your purchase
You recognize and understand the crucial importance of a-users reframing from making derogatory, defamatory,
or libelous statements on or over an Intranet or Internet transmission

{Fherematnder-of-this-page-isintentionally left blank}
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ITEM 9 FRANCHISEE’S OBLIGATIONS

This table lists your principal obligations under the franchise agreement and other agreements

It will

help you find more detailed information about your obhigations in these agreements and n other i1tems of

this Disclosure Document

Obligation Section 1n Section 1n ‘Area | Disclosure Documerit Item
Franchise Development
Agreement Agreement
a Site selection and Section 3 Section 3 Items 1,5,6,7, 8, 11 and 12
acquisition/lease
b Pre-opening purchases/leases Section 3 Section 3 Items 5, 6, 7, and 8
¢ Site development and other pre- Section 3 Section 3 Items 6, 7, 8 and 11
opening requirements
d Imtial and on-going training Section 4 Section 4 Items 6, 7 and 11
e Opening Section 3 Sections 3and 4 | Items 5, 7 and 11
f Fees Sections 6 and 10 | Section 2 Items 5, 6, 7, 11, and 17

g Comphance with System
Standards and other standards and
polictes/Costa Vida Operations
Manual

Sections 3, 4, 5, 7,
8 and 10

Sections 2, 4, 5
and 6

Items 6, 7, 8, 11, 13, 14, 15,
and 16

h Trademarks and proprietary

Sections 5, 9 and

Sections 5 and 6

Items 8, 13, 14, and 17

iformation 15

1 Restnictions on products/services Sections 8 Not Applicable Items 1, 8, 14, and 16
offered

] Warranty and customer service Section § Not Applicable | Item 11
requirements

k Terntorial Development and Sales | Not Applicable Sections 2 and 3 | Item 12

Quotas

1 Ongoing product/service
purchases

Section 8

Not Applicable

Items 8 and 11

m Maintenance, appearance and
remodeling requirements

Sections 3, 8 and
10

Not Applicable

Items 11, 13, and 17

n Insurance

Section 8

Not Applicable

Items 6, 7 and 11

o Marketing & Advertising

Section 10

Not Applicable

Items 5, 6, 7, 11, and 13

1073754+ 211518103
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Obhgation Section 1n Section 1n Area | Disclosure Document Item
Franchise Development
Agreement Agreement
p Indemnification Section 16 Section 5 Items 6, 13 and 14

q Owner’s participation,
management, staffing

Sections 3, 4, 7, 8
and 10

Sections 4 and 5

Items 11 and 15

r Records and reports Section 11 Section 3 Item 8

s Inspections and audits Section 12 Section 3 Item 6

t Transfer Section 13 Sections 7 and 8 | Item 17
u Renewal Section 2 Section 2 Item 17
v Post-termunation obligations Section 15 Section 10 Item 17
w Non-competition covenants Sections 9 and 15 ?gctlons 6 and Item 17
x Dispute resolution Section 17 Section 11 Item 17

We do not offer direct or indirect financing to you

ITEM 10 FINANCING

obligation which you may enter into or mcur

We do not guarantee any note, lease or other

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

Except as listed below, Costa Vida 1s not required to provide you with any assistance

Pre-Opening Obhigations

Before you open your Restaurant

1 We will provide franchise owners general guidance in selecting sites (Franchise Agreement,
Section 3, Area Development Agreement, Section 3),

2 We will provide you with ewthe layout requirements for your Costa Vida Restaurants and we
will provide the—pretetypicalevaluations of plan layouts of a Costa Vida Restaurant We will also provide

guidance to you 1n developing your Costa Vida Restaurants as we determine 1s necessary

Agreement, Section 3),

H013754211518103
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3 We will provide training to you and/or your first-Operating Partner and a—thimitednumber—of
your general managers, assistant general managers, and prep cook/kitchen managers However, as described in
Item 6 and Section 4 of the Franchise Agreement, you will be responsible for all compensation and expenses
(including travel, meals, and lodging) incurred due to any training programs This training 1s described 1n detail
later 1n this Item (Franchise Agreement, Section 4),

4 We will provide to you,—+f-avatlable; the Costa Vida Operations Manual, Recipe Builds, and
Owner’s Tool Kit byteanmg—you——confidential-hardcopy—matertalswhich we may revise or providing you
temporary access to proprietary intranet sites (including the Franchise Website), with respect to trainng,
management, quality assurance, health, safety, recruitment, security, site selection, site approval processes,
standards, customer services, general manager training matenals, approved suppliers, operating system manuals,
restaurant training manuals, management traiming manuals, franchise owner materials, and the menu (Franchise
Agreement, Section 4) The Operations Manual contamns a total of 170 pages, but may be revised periodically
The table of contents of the Operations Manual 1s attached to this Disclosure Document as Exhibit E, and
mcludes the total number of pages for each section The Operations Manual 1s revised periodically, you are
solely responsible for any access license fees associated with use of the intranet and for obtaining all necessary
hardware and software for such access, and

5 If you have not previously owned or managed a Costa Vida Restaurant, we will provide you
with opeming operational assistance for your first Costa Vida Restaurant (Franchise Agreement, Section 3),

6 We periodically hold an “Owner’s Kickoff Meeting” and a “Marketing Kickoff Meeting ” The
“Owner’s Kickoff Meeting” 1s to acquaint you and your Operating Partner with Costa Vida’s System You and
your Operating Partner are required to attend an “Owner’s Kickoff Meeting” as soon as possible after entering
into an Area Development Agreement or the first Franchise Agreement Your Marketing Director, Operating
Partner, or other designated member of your orgamzation must also attend at least one ‘“Marketing Kickoff
Meeting ” These individuals should attend a ‘ Marketing Kickoff Meeting” as soon as possible following
signing an Area Development Agreement or signing the first Franchise Agreement (Area Development
Agreement, Section 4) or the next meeting after joining your orgamzation

Training

Before opening your Costa Vida Restaurant, you and/or your Operating Partner (described in Item 15),
general managers, and prep cooks for your Costa Vida Restaurant who have not previously graduated from our
certified traiming programs must successfully complete the appropriate traming program The cost for the
tramning 1s included in your Franchise Fee, however, you are responsible for paying attendant costs for all
expenses, including training materials, travel costs, lodging and meals, as well as, compensation to your
employees attending the tramning Your personnel must also be trained using our approved tramning programs
and matenals, as stated mn the Operations Manual, as amended All tramning must be completed to Costa Vida’s
satisfactton  You must receive Costa Vida official training certification before opening your Costa Vida
Restaurant

You and/or your Operating Partner must complete all Costa Vida tramming, which includes both
classroom and hands-on tramming covermng all phases of Costa Vida Restaurant operations, ncluding food
preparation, food safety, equipment operation and maintenance, cost control, mventory control, and basic
techmques of management The tramning time periods and locations shall be listed by Costa Vida, as amended,
mn the Costa Vida Operations Manual and other materials as we deem appropriate Currently traiming typically
occurs at a Costa Vida tramning restaurant determined by us This location will most likely be a Costa Vida
Restaurant located in Utah The duration of the traimming 1s set forth in the Tramming Summary Tramnng 1s
currently scheduled based on a mutually agreed upon schedule between the Operating Partner and Costa Vida
Training 1s, generally, conducted once per month
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As of the date of this Disclosure Document, training will be conducted or supervised by Bonnie ElHalta
(see Item 2), or various experienced members of our staff and Costa Vida Restaurant management personnel
who have experience 1n the operation of Costa Vida Restaurants

You must replace any individual who fails to successfully complete the appropriate traiming program(s)
or who otherwise 1s not qualified to manage or perform the required functions at a Costa Vida Restaurant We
will not charge any fees for attending the training programs we are required to provide under the Franchise
Agreement However, as described in Item 6, you will be responsible for all compensation and expenses
(including travel, meals, lodging, and 1ncidental expenses) incurred due to any tramning programs Neither you
nor your employees will receive any compensation from us for services performed during training

Instructional matenals for the training programs, the subjects covered in training and approximate hours
of classroom and on-the-job traiming are described in the Operations Manual

In addition to the traming program, we will require you and/or your Operating Partner and other
personnel for your Costa Vida Restaurant to attend and successfully complete periodic refresher or additional
topical training programs

We may at our sole discretion require or allow you to establish a certified traiming program (that must continue
to meet our high standards) for some or all of your personnel If any of your personnel fail to perform their
duties 1n accordance with the certified tramming program you establish under our standards, they must again
complete the certified training program or be terminated

The Costa Vida tramning course outline 1s as follows

, TRAINING PROGRAM
Subrect | Hoursof Classroom Hours of Traming Location
Supject Traming On-The-Job

Orientation 10 0 Franchisor s Headquarters
Food Preparation & Safe Handling 10 190 Franchisor’s Headquarters
Position Training 30 200 Franchisor’s Headquarters
New Store Opening 2 50 Franchisor s Headquarters
Management Traiming 5 50 Franchisor s Headquarters

Bonnie ElHalta is the Director of Tramming and Development/Communications and has been in this

position at Costa Vida (and 1ts predecessor) since September 2012 —She-has1t0-years-of experienceta-tratmng-

o o

Site Selection

You select the site for your Costa Vida Restaurant, subject to our approval If we do not accept a site
you propose, you may select another site subject to our acceptance If you enter into an Area Development
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Agreement with us, you must select sites within your specified geographic area as listed 1n your Area
Development Agreement We will provide you with our standard site selection criteria and/or on-site
evaluations of sites, as we deem appropnate

Before you acquire, by lease or purchase, any site for a Costa Vida Restaurant, you must submit a
complete site information package to us We will review each site information package and determine whether
to accept or reject the site after considering factors we deem approprniate, including the general location and
neighborhood, and demographic information, traffic patterns, access, visibility, location of other restaurants and
food establishments, size, configuration, appearance, and other physical characternistics of the site If we do not
accept the proposed site, you will be required to submut alternative sites that meet our requirements If none of
the sites you submt meet our approval and all of our mutual efforts do not result in the identification and
approval of a site, we will termunate the Franchise Agreement at issue and refund your Franchise Fee

If we accept the site, we will deliver to you a signed Site Acceptance Letter We will use reasonable
efforts to make a site acceptance decision within 30 days after we acknowledge receipt of a complete Site
Information Package and any other materials we have requested (Area Development Agreement, Section 3) If
you, one of your Owners, or one of your Affiliates at any time owns the premuses for your Restaurant, you must
immediately notify us and we require that you or such Owner or Affiliate (1) enter into an agreement with us 1n
recordable form granting us the right and option, 1n the event of a termunation (for whatsoever reason) of the
Franchise Agreement, to lease the premises at fair market rental rates for a term eetermunuscoterminous with the
term of the Franchise Agreement for such premises, or (2) enter into a prime lease with us at fair market rental
rates for a term eotesmuscotenmmnous with the term of the Franchise Agreement for such premuses and a
sublease with us on the same terms as the prime lease The prime lease and sublease referenced in the
preceding sentence shall be on the then-current lease and sublease forms used by us

Neither our acceptance of the premises nor any information communicated to you regarding our standard
site selection critenia for Costa Vida Restaurants or the specific location of the restaurants will constitute a
warranty or representation of any kind, express, or implied, as to the suitability of the site for a Costa Vida
Restaurant Our acceptance of the proposed site merely sigmfies that we are willing to grant a franchise for a
Costa Vida Restaurant at the site  Your Costa Vida Restaurant may not be relocated without first obtaining our
written consent (Franchise Agreement, Section 3, Area Development Agreement, Section 3)

We estimate the time from the date you sign the Franchise Agreement to the date you open your Costa
Vida restaurant to be between two and ten months However, this time estimate may vary depending on
numerous factors including location, construction schedules, and financing You shall complete development of
and have the Restaurant ready to open within 180 days after we give our approval of the Premuses and all
required construction permits and licenses Failure to tumely open shall subject the Franchise Agreement to
termunation under Section 14 of the Franchise Agreement If you have not obtained legal possession of the
Premises within 90 days of the date of Site Approval Letter (see Section 3 of the Franchise Agreement), we
have the right to retract such approval You acknowledge and agree that your Costa Vida Restaurant must be
open and operating within 300 days after you sign the Franchise Agreement You must start construction of
your Restaurant within 60 days after you have leased, subleased or acquired the Premises You must employ a
general contractor acceptable to us You must procure all applicable construction nsurance in amounts and
coverages acceptable to us You must open your Restaurant within 10 days after the date construction 1s
completed and all necessary approvals have been obtained

Operations Manual

We will provide you, through the Operations Manuals and other matenals to be furnished or made
available to you after you sign the Franchise Agreement, the standards and specifications for the fixtures,
furnishings, equipment (which may m the future nclude computer hardware and software) and signs that we
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require and have approved as meeting our specifications and standards for quality, design, appearance, function
and performance and which you must use (Franchise Agreement, Sections 3 and 8 and also Item 8 of this
Disclosure Document) At our option, we will furnish or make available to you these items 1n the form of paper
copies, electronic copies on computer diskette or CD Rom, or electronic copies accessed through the Internet,
Costa Vida Intranet, or other communication systems We may require you to authorize us to order the 1nitial
furmiture, fixtures, equipment and architectural and design services package from these approved suppliers on
your behalf If so, you must pay us or our Affihates for these items and we will pay the supphers

Point of Sales System

In operating your Restaurant, you must purchase and use the number of electronic cash registers
necessary for the size of your Restaurant Currently, we require all Costa Vida franchisees to use the same POS
System to ensure accurate and accessible sales reporting and other information You are allowed to choose the
number of POS termunals appropnate for their Restaurant operations, provided that they meet our mummum
System Standards, which requires a 2-terminal baseline configuration as of the effective date of this Disclosure
Document While the POS System 1s software-based, the required hardware equipment 1s bundled and sold as
part of the system and includes a back-office server, CPU, touch-screen monitor, credit card reader, keyboard
and mouse for each termunal purchased Technical support for the first year of ownership 1s included as part of
the package price The POS System 1s a platform for order taking, mnventory control, labor scheduling and
tracking, and back-office reporting A variety of financial reports and restaurant metrics can be produced by the
system and conveniently accessed by authonzed users See Item 8 of this Disclosure Document for more
mnformation In the future, you must make and pay for all upgrades to your electronic cash registers that we
may require In addition, we have the right to mmdependently access the information and data you collect and
gather We currently requre that you have access to the Internet to submut reports, including Profit and Loss
statements and Gross Revenue reports, for your Restaurant to us electronically via the Internet We also have
the right to require you, at your sole expense to upgrade any required computer hardware and software to meet
our then-current standards and specifications There 1s no himtation on the frequency and cost of this
requirement We also have the nght to independently access the mnformation and data you collect and gather
using any required computer hardware and software

Obligations After Opening

We will provide the following assistance during the operation of your Costa Vida Restaurant

1 We will provide periodic guidance to you with regard to the System, including improvements
and changes (Franchise Agreement, Section 4),

2 We will periodically modify the Costa Vida Operations Manual to reflect changes in standards,
specifications, and operating procedures (Franchise Agreement, Section 4),

3 We will periodically 1ssue specifications, standards, methods, and operating procedures for Costa
Vida Restaurants (Franchise Agreement, Section 8),

4 We will sell (or cause our Affiliates, Designated Suppliers or Approved Suppliers, as applicable,
to sell) to you Proprietary Ingredients, Licensed Ingredients, and other products and services as described 1n
Item 8 (Franchise Agreement, Section 8),

5 We, at our discretion, may administer marketing and advertising funds for the development of
advertising and related programs and materials (Franchise Agreement, Section 10),

6 We will provide periodic and on-going training programs for you and/or your Operating Partner
(described 1n Item 15) and a limited number of your general managers However, as described in Item 6, you
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will be responsible for all compensation and expenses (including travel, meals, and lodging) incurred due to any
traiming programs, and we may charge a fee for such additional traiming This traiming 1s described 1n detail in
this Item 11 (Franchise Agreement, Section 4), and

7 We, at your request or at our discretion, may provide you with gutdance for establishing your
own certified tramming programs for certain personnel, provided that you may not train any personnel until we
have certified your training program as meeting our standards, which certification may be revoked if your
tramning program does not continue to meet our standards (Franchise Agreement, Section 4)

Computer Disruptions

Computer systems are vulnerable to disruptions 1n varying degrees to computer viruses, spyware, bugs,
Trojans, power disruptions, communication line disruptions, Internet access failures, Internet content failures,
date related problems, and attacks by hackers and other unauthonzed intruders You must take reasonable steps
so that these disruptions will not matenally affect your business We are not obligated to provided such
protection or support We do not guarantee that information or communication systems that we or others supply
will not be vulnerable to disruptions It 1s your responsibility to protect yourself from these disruptions You
should also take reasonable steps to venfy that your lenders, landlords, customers, and government agencies on
which you rely, have reasonable protection This may include taking reasonable steps to secure your systems
(including firewalls, password protection, anti-virus, and spyware protection systems and software), and to
provide backup systems

Marketing

Local Marketing Funds

You must spend the amount specified in Item 6 for local advertising and promotion of each of your
Costa Vida Restaurants These amounts spent on local advertising and promotion will be designated as Local
Marketing Funds (“LMF”) At our request, you shall furmish us with copies of invoices and other
documentation evidencing your expenditures for LMF If we determine, at some later date, that you spent less
than the required amount during the then most recently completed four consecutive fiscal quarters for locally
advertising and promoting your Restaurant, we may collect LMF contributions directly We also may collect
LMF funds directly from each Restaurant in a DMA when a DMA Marketing Cooperative 1s formed, as
explained below We will provide you with at least 30 days’ notice 1f we change the amount of the LMF you
must spend If we collect LMF contributions directly from you, LMF contributions will be payable on the first
business day following the immediately preceding Reporting Period together with the Royalty Fees (At our
discretion, the funds may be electronically drafted or transferred ) The LMF monies will be used to pay for the
cost of implementing local marketing plans developed by you and approved by us or, if we collect LMF
contributions from you, to reimburse you (up to an amount not to exceed the LMF contributions so collected)
for the costs you ncur in implementing local marketing plans developed by you and approved by us For these
purposes, qualifying LMF expenditures include, but are not limited to amounts spent for advertising media, such
as television, radio, Internet, newspaper, billboards, posters, direct mail, collateral and promotional items,
advertising on public velicles (transit and aenal) and, if not provided by us, the cost of producing approved
materials necessary to participate mn these media Non-qualifying LMF expenditures include amounts spent for
items such as on-premuses signs and menu board hardware, lighting, admumstrative costs, Yellow Pages
advertising, discounts/coupon offers, free offers and employee incentive programs The Operations Manual
contans a current list of qualifying and non-quahfying LMF expenditures We reserve the right to periodically
revise the list

Marketing Admirustration Fee
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In addition to the advertising and promotion expenditures and/or contributions discussed above, you
must pay the Marketing Admimistration Fee (“MAF”) described 1n Item 6 (At our discretion, the funds may be
electromcally drafted ) The MAF 1s our exclusive property and will be used by Costa Vida to cover the costs of
supporting and conducting market research activities, concept development (food and customer experience,
project development and testing), design and collateral development (design, store prototyping, promotions, and
testing), and mamntenance, adminstration and direction of the foregoing activities We do not have to separately
account to you for the MAF or expenditures from 1t

National Marketing Fund

We may, 1n our sole discretion, establish and admimister a National Marketing Fund (“NMF”) for the
creation and development of creative matenals and programs to increase brand awareness, marketing,
advertising, and related programs and matenals, including electronic, print, radio, television, and outdoor media
as well as the planming and purchasing of national and/or regional media, including electronic, print, radio,
television, and outdoor advertising, or other media vehicles (“Marketing”) We will use national and regional
advertising agencies as well as our in-house marketing personnel as we deem appropriate At our discretion, the
NMF may also pay for consumer research and the production and deployment of Marketing matenals We
reserve the right to have our Affilate or a related entity manage this fund If not covered by NMF, each
restaurant, whether Franchise-owned, company-owned, or company-affiliated, shall be responsible for its pro
rata share (or, if applicable, on a use basis), on a per restaurant basis, of the actual production costs and fees
(such as print ad fees) of the Marketing matertals, which can be paid by dollars contnbuted to LMF Costa
Vida Restaurants owned by us and our Affiliates shall contribute to the NMF on the same basis as the then-
current rate for franchisees You must contribute to the NMF amounts that we establish from time to time as
described in Item 6 We are not currently charging you a NMF, however, we reserve—the—rightplan to do so
the—futureduring 2014

We will have sole discretion over all aspects of programs financed by the NMF, mncluding national or
regional media, creative concepts, matenals, endorsements, and agency relationships  Although the NMF 1s
intended to maximuze general recognition and patronage of the brand and the Marks for the benefit of all Costa
Vida Restaurants, we cannot assure you that any particular Costa Vida Restaurant will benefit directly or pro
rata from the placement of advertising Additionally, we reserve the night to define, at any tume, the
measurement terms for any media coverage The NMF may be used to pay for the cost of preparing and
producing creative materials and programs we select, including video, audio, electronic, and printed advertising
materials, media planning, and buymg services, and for the cost of employing advertising agencies, and
supporting market research activities We may furmish you with marketing, advertising, and promoting matenals
at cost, plus any 1elated administrative, shipping, handling, and storage charges

The NMF will be accounted for separately from our other funds While our intent 1s to balance the
NMF on an annual basts, the NMF may periodically run at either a surplus or deficit We may spend n any
fiscal year an amount greater or less than the aggregate contributions of all Costa Vida Restaurants to the NMF
1n that year, and the NMF may borrow from us or other lenders to cover deficits in the NMF or cause the NMF
to nvest any surplus for future use by the NMF We will prepare annually a statement of monies collected and
costs incurred by the NMF and furmish you a copy upon your written request Except as otherwise expressly
provided in the Franchise Agreement, we assume no direct or indirect hability or obligation with respect to the
maintenance, direction, or admimstration of the NMF We do not act as a trustee or m any other fiduciary
capacity with respect to the NMF

We did not collect any funds in the NMF 1n fiscal years 2644-e+2012 or 2013 We wallreserve the
night to seck the advice of owners of Costa Vida Restaurants by formal or informal means with respect to the
creative concepts and media used for programs financed by the NMF At our direction, we may establish a
Marketing Advisory Council (“MAC”) Members of the MAC are elected by franchise owners from among
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signatory franchise owners who have at least one restaurant open and the MAC will serve only 1n an advisory
capacity The final authonty on all programs financed by the NMF will rest with us, and we will have sole
discretion over all aspects of such programs, including national or regional media, creative concepts, matenals,
endorsements, agencies, and suppliers We will have the right to change or dissolve the MAC

We may increase the LMF, MAF, or NMF contributions above two percent (2%), one-half percent
(0 5%) and two percent (2%) of Gross Revenues, respectively, with an affirmative vote by 66% of all the then
existing Company and franchised Costa Vida Restaurants or by an affirmative vote of 51% of the then existing
franchised Costa Vida Restaurants

Advertising Approvals and Imitial Advertising Costs

You must submut to us for our prior approval, a marketing plan annually for your market(s) and a
marketing plan for each new restaurant opemng along with samples of all advertising and promotional matenals
by following the creative approval process, which occasionally may be updated You must spend a mumimum of
ten thousand dollars ($10,000 00) for grand opening advertising and promotional programs for your Restaurant
Grand opening advertising and promottonal programs costs will be applied toward the required LMF
expenditures You must use the types of advertising media specified 1n the Operations Manual and you must
conduct your grand opening program within 90 days after your Costa Vida Restaurant begins operation If you
elect to work with a marketing firm (including an advertising agency, public relations firm, printing or
production company) you must obtain our written approval of such marketing firm, and such marketing firm
must sign a Costa Vida approved confidentiality agreement before you sign any contracts or share any
Confidential Information, as defined 1in your Franchise Agreement, with such marketing firm Marketing,
advertising, printing or production firms employed by you will not be permitted access to any limuted access
mtranet sites (including the Franchuse Website) or any other mformation regardless of a confidentiality
agreement having been signed Marketing, advertising, printing or production firms may not have access to
trademark or branded collateral, apparel or merchandise without our written approval

Creative Approval Process

Costa Vida will produce all advertising and promotion materials However, Costa Vida holds the right
to authonze or oversee the production of creative or marketing collateral by outside or third party marketing or
advertising firms Any advertising and promotion materials not prepared by Costa Vida must be approved
before your use The complete creative approval process, as 1t occasionally may be updated, can be found 1in the
Operations Manual We reserve the right to decline approval of any advertising or promotional materials if we
believe 1t does not meet our brand standards In some cases, Costa Vida may charge an assessment or custom
creative fee to cover the cost of custom marketing collateral or promotional development that may not apply or
be tmplemented System-wide You may not use any advertising or promotional materials that we have not
approved

DMA Marketing Cooperatives

We have the nght to establish marketing cooperatives for Costa Vida Restaurants in a certain
Designated Marketing Area (“DMA”) covering the geographic areas we may periodically designate (“DMA
Marketing Cooperatives” or a “Marketing Cooperative”) We have the night to form, change, dissolve, or merge
DMA Marketing Cooperatives We have the night to create and to enforce the DMA Marketing Cooperatives’
programs and bylaws

If we have established a Marketing Cooperative i your market area, you must participate n the
Marketing Cooperative and 1its programs and abide by its bylaws You must contribute the amounts to
Marketing Cooperative as determined by vote of the cooperative members 1 accordance with their bylaws All
Costa Vida Restaurants, including those owned by Costa Vida or an Affilhate, which are located in the
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designated local or regional area(s) will contribute to the Marketing Cooperative on the same basis
Contributions to the local and regional Marketing Cooperatives are credited toward the two percent (2%) LMF
expenditures required by the Franchise Agreement, however, if we provide you and your local and/or regional
Marketing Cooperative 90 days’ notice of a special promotion, including any regional promotions, you must
participate 1n the promotion and also pay us any special promotton advertising fees assessed 1n connection with
the program, beginning on the effective date of notice and continuing until the special promotion is concluded
Any special promotion advertising fees will be 1n addition to, and not credited towards, the two percent (2%)
LMF advertising expenditure required by the Franchise Agreement

We will admumster each specific Marketing Cooperative (by geographic area) and collect your
Marketing Cooperative contributions by automatic electronic withdrawal The financial statements of the
Marketing Cooperative may be audited and the reports will be made available to you Each Costa Vida
Restaurant located within the local or regional area of the Marketing Cooperative will be entitled to one vote
Advertising conducted by the Marketing Cooperative may be in vanous media including television, radio,
Internet, magazine, newspaper, billboards, transit, and aenal advertising

Computers

Description of Standard Hardware and Software System Components

The POS systems allows for the recording of restaurant orders and the capture of data for the possible
use 1n other applications including 1nventory control, payroll, cash management, and production planning These
systems may also allow for the seamless communication of daily financial and mventory information to a central
processing facihity To use this system, you must purchase and maimntain a data-grade telephone hne and
subscribe to high-speed or broadband Internet services or access The information communicated to us, as
described above, will also enable us to make automatic withdrawals of royalty and support center services fee
payments from the designated account described in Item 6 Internet connectivity 1s required to place orders to
our product manufacturing and distribution centers so that you will be able to maintain your Restaurant product
inventory at appropriate levels Even though we may not currently have independent access to informatton and
data on your computer system, we mntend to implement independent access 1n the future

None of us (Costa Vida, our Affiliates, or any Designated Supplier) are required to provide ongoing
maintenance, repairs, upgrades or updates to the POS hardware systems However, the Designated Suppliers
may offer various options for hardware repair, system modules, and software support plans, which you may be
required to also purchase

The cost of the POS 1s approximately $12,000 to $15,000 The annual cost of the POS support 1s
approximately $600 The annual cost of the gift and loyalty card program 1s also approximately $600 and the
annual cost of the on-line ordering 1s about $1,000

Our IS department may produce and sell custom software applications and optional franchisee-owned
restaurant systems support services to restaurants using a proprietary database system we have integrated with
the POS system These goods and services may include the following

o Restaurant System Support — Help Desk
o Data Processing

¢ POS Database Setup

e System Training and Orientation
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e Labor Scheduling, Production Planning, and Cost Analytics Software
e Store Performance Analytics and Reporting Capability
o Customer Loyalty Management

Upon 60 days’ written notice, you must upgrade or replace financial and mmventory data processing and
communications systems, mcluding the POS and back office computer system, whenever we require 1t, and we
have no obligation to assist you 1n obtaining hardware, software, or related services There are no contractual
lmuts on the frequency or cost of your obligation to obtain such upgrades

We have the night to require you to modify or discontinue use of the POS system or any of its functions
if we determine that 1t becomes advisable at any time In this case, you must comply with our directions to
modify or discontinue the use of the POS or any of its functions or use a new POS or specific POS function
within a reasonable time after notice from us You must bear all costs and expenses applicable to your Costa
Vida Restaurant should we decide to modify the POS or adopt a new POS We will have no hability or
obligation whatsoever with respect to any such required modification or discontmuance of the POS or the
installation, tramning, and use of a new POS  Also, we are not obligated to retmburse you for any loss of
goodwill associated with any modification or discontinuance of the POS or the installation and use of a new
POS or for any expenditure made by you to train your Restaurant staff on the new POS

Broadband Configuration

Your broadband network configuration must meet the following mimmum standards and critenia
e SDSL or Fractional T1(384K minimum access speed)
e 5 Static IP Addresses Minimum
e 4 ports on the SDSL/T1 Router
o SDSL/T1 must be configurable to bridge model

To establish a secure/firewall connection between the POS Server located in your Restaurant and
broadband service provider, you may be required to purchase from Costa Vida specific equipment and devices
Also, we may require you to purchase additional equipment and services to establish Wi-F1 mternet access 1n
your Restaurant We recommend that you hire third-party vendors to install the equipment at an additional
cost Also, in the future, you may contract with us to perform the on-site nstallation service at an additional
cost

ITEM 12 TERRITORY

The Franchise Agreement grants you the right to own and operate a Costa Vida Restaurant at a specific
location You may not conduct the business of your Costa Vida Restaurant at any site other than the Premses,
described 1n your Franchise Agreement, or relocate your Costa Vida Restaurant without our prior wntten
consent The Franchise Agreement does not provide you with any options, nights of first refusal, or simlar
nghts to acquire additional franchuses You are not granted the right to develop a Costa Vida Restaurant within
one mile of another Costa Vida Restaurant (which 1s either open or operating or has been approved by us for
development) 1n a geographic area not included 1n your Area Development Agreement

Except as noted mn this Ttem 12, your night to own and operate a Costa Vida Restaurant at a specific
location 1s exclusive 1n that we will not operate a Costa Vida Restaurant or grant to a third party the nght to
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operate a Costa Vida Restaurant within a geographic area consisting of a one mile radius from the center of the
Premises (the “Protected Area”) Additionally, your terntonal rights in the Protected Area are not dependent
upon achievement of certain sales volume, market penetration or any other contingency We expressly reserve
the night, however, 1n densely populated locales, to define the Protected Area based upon census population

figures

We have the nght to operate (directly or through an Affiliate) and grant to others the right to operate
within the Protected Area

a)

b)

Costa Vida Restaurants or other retail food establishments (including non-Costa Vida
restaurants) using any part or all of the System and Marks that are (1) located within retail
outlets, restaurants, grocery stores, supermarkets, Internet, catalogs, and other channels of
distribution (including wholesale distribution of products to restaurants, supermarkets, grocery
stores, caterers, and other outlets), or (1) located at transportation facilities (such as atrport
facilities, inter-MSA tram and/or bus stations, turnpikes, or other hmited access highway rest
stops), colleges, universities, sports arenas, and entertainment facilities, where any of such
locations or 1ts food operations are controlled by a third party or in our judgment should be
operated by a third party, and

Retail food establishments (including non-Costa Vida restaurants) that we purchase (or as to
which we purchase the nghts as franchisor) that are part of another franchise system or chain,
regardless whether any or all of them are converted to use any or all of the Marks and the
System or continue to be operated independently

Except for nghts expressly granted to you under the Franchise Agreement, we retain all of our rights
and discretion with respect to the Marks, the System, and Costa Vida Restaurants anywhere in the world,
including the right to

a)

b)

19713751-211518103

Operate, and grant others the right to operate, Costa Vida Restaurants at locations and on terms
and conditions we deem approprnate (you acknowledge that such Costa Vida Restaurants may be
in direct competition with your Restaurant, without regard to any adverse effects of such
activities on your Restaurants and without any obligation or hability to you),

Sell any products or services under any tradenames, trademarks, service marks or trade dress,
including the Marks, through other channels of distribution (including wholesale distribution of
baked goods to restaurants, supermarkets, grocery stores, caterers, Internet, catalogs, and other
outlets),

Operate, and grant to others the night to operate, retail food establishments (including non-Costa
Vida restaurants) 1dentified by trademarks, service marks or trade dress, other than the Marks,
under terms and conditions we deem appropriate
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Area Development Agreement

The Area Development Agreement grants you the night to develop an agreed-upon number of Costa
Vida Restaurants within a geographic area described in Exhibit A to the Area Development Agreement (the
“Development Area”) The size of the Development Area will depend on the number of Costa Vida
Restaurants suitable for the Development Area, as you and we determine in light of factors such as population
density and the residential or commercial character of the Development Area The number of Costa Vida
Restaurants and the dates they are to be open and operating will be set out in Exlibit A to the Area
Development Agreement (the “Development Schedule”) The Area Development Agreement does not provide
you with any options, rights of first refusal or similar rights to acquire or develop a Costa Vida Restaurant
within one mule of another Costa Vida Restaurant (which 1s either open or operating or has been approved by us
for development) 1n a geographic area not included 1n your Area Development Agreement

During the term of the Area Development Agreement and provided you, your Owners and your
Affiliates are 1n compliance with the Area Development Agreement and all other agreements with us or any of
our Affihates (including Franchise Agreements signed under the Area Development Agreement), we will (a)
grant to you, 1n accordance with Section 3 of the Area Development Agreement, that cumulative number of
franchises for Costa Vida Restaurants in Exhibit A to the Area Development Agreement, all of which are to be
located within the Development Area, and (b) not operate (directly or through an affiliate), nor grant others the
right to operate, any Costa Vida Restaurant located within the Development Area, except for (1) francluses
granted under the Area Development Agreement, (2) Costa Vida Restaurants open (or under commitment to
open) as of the date of the Area Development Agreement, (3) Costa Vida Restaurants or other retail food
establishments using any part or all of the System and/or Marks that are (1) located within retail outlets,
restaurants, grocery stores, supermarkets, or other channels of distnbution (including wholesale distribution of
products to restaurants, supermarkets, grocery stores, caterers, Internet, catalogs, and other outlets), or (11)
located at transportation facilities (such as aiwrport facilities, inter-MSA tramn, and/or bus stations, turnpikes, or
other limited access highway rest stops), colleges, universities, sports arenas, and entertainment facilities, where
any of such locations or its food operations are controlled by a third party or in our judgment should be
operated by a third party, and (4) retail food establishments (including non-Costa Vida restaurants) that we
purchase (or as to which we purchase the rights as franchisor) that are part of another franchise system or chain,
regardless whether any or all of them are converted to use any or all of the Marks and the System or continue to
be operated independently

Except as otherwise expressly provided in the Area Development Agreement, we retan all of our rights
and discretion with respect to the Marks, the System, and Costa Vida Restaurants anywhere in the world,
including the right to (a) operate, and grant to others the right to operate, Costa Vida Restaurants at the
locations and on the terms and conditions we deem appropriate, (b) sell any products or services under any
trademarks, service marks, or trade dress, including the Marks, through other channels of distribution, (including
wholesale distribution of tortillas, marinated meats, sauces, merchandise, or other products to restaurants,
grocery stores, caterers, Internet, catalogs, and other outlets), and (c) operate, and grant to others the right to
operate, retail food establishments (including non-Costa Vida restaurants) identified by tradenames, trademarks,
service marks or trade dress, other than the Marks, on the terms and conditions we deem appropriate

In the Development Area you must have open and operating, on the dates listed, the cumulative number
of Costa Vida Restaurants stated in the Development Schedule We have no obligation under any circumstances
to extend the Development Schedule Your failure to develop and operate Costa Vida Restaurants in accordance
with the Development Schedule will be a matenal breach of the Area Development Agreement

Competing Businesses

Although we currently do not have plans to do so, we may, in the future engage 1n the wholesale
distribution of tortillas, marinated meats, sauces, apparel, or other products to restaurants, grocery stores,
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caterers, and other outlets under the Marks or other names and marks Otherwise, we do not currently operate,
or franchise the operation of, any other business selling under different trademarks any products or services
simlar to the products and services offered by Costa Vida Restaurants, and we presently do not have any plans
to do so

ITEM 13 TRADEMARKS

Under the Franchise Agreement, we license you the right to use the Marks mn the operation of your
Restaurant  As of the Effective Date of this Disclosure Document, the United States Patent and Trademark
Office (the “USPTO”) has 1ssued Certificates of Registration for all of our applications There are no pending
interference, opposition or cancellation proceedings or any pending material litigation, involving the Marks
There are no agreements currently 1n effect which significantly himit our rights to use or franchise the use of the
Marks

Costa Vida has registered the following marks on the principal Register of the United States Patent and
Trademark Office (“USPTO”)

Mark Status Registration Date Registration No,
Costa Vida Fresh Mexican Gnll and Registered July 25, 2006 3,121,960
Design August 15, 2006 3,131,054
Costa Vida Registered August 8, 2006 3,127,986
August 8, 2006 3,127,987

All required Affidavits have been filed and accepted by the USPTO

There are also two foreign registered trademarks, both in Canada The mark described as “Costa Vida
Fresh Mexican Grill and Design” was registered on May 28, 2012 as Registration No TMAS824898, and the
mark “Costa Vida” was registered on May 28, 2012 as Registration No TMA824899

Your right to use the Marks 1s derived solely from the Franchise Agreement and 1s limited to your
conduct of business in compliance with the Franchise Agreement and all applicable standards, specifications,
operating procedures and rules that we require  Your unauthorized use of the Marks will constitute a breach of
the Franchise Agreement and an mfringement of our nights 1n the Marks Your use of the Marks and any
goodwill established by your use will benefit us exclusively The Franchise Agreement does not confer any
goodwill or other mterests in the Marks on you other than the nght to operate your Restaurant in comphance
with the Franchise Agreement All rights in and goodwill from the use of our trademarks, including the Marks,
accrue solely to us  All provisions of the Franchise Agreement applicable to the Marks will apply to any
additional proprietary trade and service marks and commercial symbols that we authonize for use by you in the
future

You must use the applicable Marks as the sole 1dentification of your Restaurant, and you must identify
yourself as the mdependent owner 1n the manner we require  You may not use any Costa Vida Mark as part of
any corporate or trade name or with any prefix, suffix or other modifying words, terms, designs or symbols
(other than logos franchised to you under the Franchise Agreement), or in any modified form, nor may you use
any of the Marks in performing or selling any unauthonized services or products or in any other manner not
expressly authorized in wniting by us You may not use any of the Marks as part of an electronic mail address
or on any sites on the Internet or World Wide Web  You may not use or register any of the Marks as any part
of an Internet domain name You must display the applicable Marks prominently at your Restaurant, on
supplies or matenals designated by us, and on packaging matenials, forms, labels and advertising and marketing
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materials You must display all applicable Marks 1n the manner we require, and you must use the appropriate
signal, such as “®” for registered marks and “T™” for non-registered marks or as we may otherwise designate in
using any of the Marks You must refrain from any business or marketing practice which may be inyurious to
our business and the goodwill associated with the Marks

We have the nght to require you to modify or discontinue use of any Costa Vida Mark or use one or
more additional or substitute trade or service marks 1f we determine that 1t becomes advisable at any time In
this case, you must comply with our directtons to modify or discontinue the use of the Trademark or use one or
more additional or substitute trade or service marks within a reasonable time after notice from us You must
bear all costs and expenses applicable to your Costa Vida Restaurant should we decide to modify the Marks or
adopt new marks We will have no hability or obligation whatsoever with respect to any such required
modification or discontinuance of any Mark or the promotion of a substitute trademark, service mark or trade
dress  Also, we are not obligated to reimburse you for any loss of goodwill associated with any modified or
discontinued Costa Vida Mark or for any expenditure made by you to promote a modified or substitute
trademark or service mark

You must immed:ately notify us of any apparent infringement of or challenge to your use of any Costa
Vida Mark or claim by any person of any rights in any Trademark, and you must not communicate with any
person other than us or our counsel about the infringement, challenge or clam We have the right to take the
action we deem appropriate and control exclusively any htigation, USPTO proceeding or any other
administrative or court proceeding concerning any Costa Vida Mark You must sign any instruments and
documents, render assistance and do those things as, in the opinion of our legal counsel, may be necessary or
advisable to protect and maintain our interests 1n any litigation or USPTO proceeding or other proceeding or
otherwise to protect and maintain our interests 1n the Costa Vida Marks

We will indemmify you against and reimburse you for all damages for which you are held hable 1n any
proceeding ansing out of your authorized use of any Costa Vida Mark and for all costs you reasonably mncur 1n
defending any claim brought against you or any proceeding in which you are named as a party, if you have
timely notified us of the claim or proceeding and have otherwise complied with the requirements of the
Franchise Agreement and all other agreements entered into with us and our Affiliates At our option, we are
entitled to defend and control the defense of any proceeding ansing out of your authorized use of any Costa
Vida Mark At Costa Vida’s sole discretion, 1t will be entitled to prosecute, defend, or settle any proceeding out
of your use of any Mark, and 1if Costa Vida decides to prosecute, defend, or settle any matter, 1t will have no
obligation to indemmfy or reimburse you for any fees or disbursements of counsel you retain In addition to all
other rights we may have for unauthorized use of the Marks or the sale of unauthorized products or services,
you must reimburse us for any damages, hability, or expenses incurred by us arnistng out of your sale of any
unauthorized product or service or for any damages, liability, or expenses incurred by us arising out of your use
of the Marks 1n an unauthonzed manner

The Area Development Agreement does not grant you the right to use any of the Marks Your nght to
use the Marks 1s derived solely from the Franchise Agreements you enter into with us  You may not use any
Mark (or any abbreviation, modification, or colorable imitation) as part of a corporate or legal business name or
1n any other manner (including as an electronic media 1dentifier, such as a website, web page, or domain name)
not explicitly authorized m writing by us

To our actual knowledge, there are no nghts or infringing uses which could matenally affect your use of
any Costa Vida Mark 1n any state

ITEM 14 PATENTS, COPYRIGHTS AND PROPRIETARY INFORMATION
Our nights to certain proprietary mnformation have been challenged See Item 3
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Except as noted below, we and our Affiliates do not own any patents or copynghts which are maternal to
the Franchise

We consider certain information relating to the development and operations of Costa Vida Restaurants
to be trade secrets and proprietary information This information includes

1 Operations Manuals and Matenals,

2 Owner’s Tool Kit,

3 Trammng Manual,

4 ingredients, recipes, and methods of preparation and presentation of authorized food products,

5 design binder consisting of Costa Vida design and decor elements, and custom furmture, decor
and fixtures package,

6 sales, marketing, and advertising matenals, programs and techniques for Costa Vida Restaurants,

7 1dentity of suppliers and knowledge of specifications, processes, procedures, and equipment, and
pricing for authonzed food products, materials, supplies, and equipment,

8 knowledge of operating results and financial performance of Costa Vida Restaurants, other than
Costa Vida Restaurants you own,

9 methods of inventory control, storage, product handling, traiming, and management relating to
Costa Vida Restaurants,

10 computer systems and software programs used or useful in Costa Vida Restaurants,

11 any and all other information that we provide you that 1s labeled proprietary or confidential,
12 methodology for assessing, selecting and approving restaurant locations, and

13 restaurant financial comparison, alerts, analytical software and tools, and methodologies

All 1deas, recipes, concepts, methods, formulas, or techniques useful to Costa Vida Restaurants, whether
or not constituting protectable intellectual property, and whether created by you or on your behalf, must be
promptly disclosed to us and, 1f adopted as part of the System, will be considered our property and works made-
for-hire for us You must sign whatever documents we request to evidence our ownership or to assist us in
securing intellectual property nghts i such ideas, concepts, methods, or techmques You must not, however,
test, offer or sell any new products or methods or techmques without our wnitten consent

You may not use our Confidential Information 1n an unauthorized manner and may not disclose our
Confidential Information to others Your restrictions on disclosure and use of Confidential Information do not
apply to information or techniques which are or become generally known 1n the restaurant industry (other than
through your own disclosure), provided you obtan our prior wntten consent to such disclosure or use

We own the Confidential Information and claim copynghts mn the Confidential Information The
Confidential Information includes trade secrets and 1s our proprietary information You will have access to
some of this Confidential Information required 1n the operation of your business However, you will not acquire
any mterest in any Confidential Information, other than the right to use Confidential Information disclosed to
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you 1n operating your Restaurant during the term of the Franchise Agreement The use or duplication of any
Confidential Information in any other business will constitute an unfair method of competition and a violation of
your Franchise Agreement We only disclose the Confidential Information to you on the condition that you
agree

()] Not to use Confidential Information 1n any other business or capacity,

() To maintain the absolute confidentiality of Confidential Information duning and after the
term of the Franchise Agreement,

()  Not to make unauthorized copies of any portion of Confidential Information disclosed in
written or other tangible form, and

(v) To adopt and implement all reasonable procedures that we require to prevent
unauthorized use or disclosure of Confidential Information, mncluding restrictions on disclosure of
Confidential Information to your employees and to comply with requirements that we may 1mpose that
certain key employees sign confidentiality agreements as a requirement and condition of employment

We have not registered any copynghts with the US Registrar of Copyrights You may use the Operations
Manuals and other matenials during the term of the Franchise Agreement There are currently no effective
determinations of the US Copyright Office or any court regarding any of the copyrights There are no
agreements currently in effect that significantly limit our nights to use or franchise the copyrnighted matenals
Also, there are no other nights or infringing uses actually known to us that could materially affect your use of
the copyrighted materials 1n any state

Your night to use the copyrights 1s derived solely from the Franchise Agreement and 1s hmited to your
conduct of business 1n compliance with the Franchise Agreement and all applicable standards, specifications,
operating procedures and rules that we require Your unauthorized use of the copyrights will constitute a breach
of the Franchise Agreement and an infringement of our rights in the copyrights Your use of the copyrights and
any goodwill established by your use will benefit us exclusively The Franchise Agreement does not confer any
goodwill or other interests in the copyrights upon you other than the right to operate your Restaurant in
compliance with the Franchise Agreement All rights in and goodwll from the use of the copyrights will accrue
solely to us All provisions of the Franchise Agreement applicable to the copyrights will apply to any additional
copyrighted materials that we authorize for use by you 1n the future

We have the right to require you to modify or discontinue use of any of the materials in which we claim
copyrights if we determune that 1t becomes advisable at any time In this case, you must comply with our
directions to modify or discontinue the use of those materials within a reasonable time after notice from us You
must bear all costs and expenses applicable to your Costa Vida Restaurant should we decide to modify the
Marks or adopt new marks We will have no lhabihty or obligation whatsoever with respect to any such
required modification or discontinuance of any Mark or the promotion of a substitute trademark, service mark or
trade dress Also, we are not obligated to rexmburse you for any loss of goodwill associated with the
modification or discontinuation of any matenals 1n which we claim copyrights or for any expenditure made by
you 1n your use of those materials

You must immediately notify us 1f you learn that any person may be using our copyrighted materials
without our consent or authonization You must also immediately notify us of any challenge to your use of any
copyright or claim by any person of any nights 1n any copynght You must not communicate with any person
other than us or our counsel about any challenge or claim to any copynght We have the nght to take the action
we deem appropriate and the right to exclusively control any hitigation, U S Copynight Office proceeding or any
other administrative proceeding concerming any copyright You must sign any nstruments and documents,
render assistance and do those things as, in the opinion of our legal counsel, may be necessary or advisable to
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protect and mamntamn our mterests mn any litigation or Copyright Office proceeding or other proceeding or
otherwise to protect and maintain our interests 1n the copynghts

We are not obligated to indemnify you against, reumburse you for, or compensate you for any damages
for which you are held hable 1n any proceeding arising out of your unauthorized use of any patent or copyright
under the Franchise Agreement, neither are we obligated to reimburse or compensate you for any costs you
incur 1n defending any claim brought against you, your Owners or Affiliates or any proceeding in which you are
named as a party in connection with such unauthorized use of any patent or copyright In addition to all other
rights we may have for unauthorized use of a patent or copyright, you must reimburse us for any damages,
hability, or expenses incurred by us anising out of your use of a patent or copyright in an unauthorized manner
At our option, we are entitled to defend and control the defense of any proceeding arising out of your use of any

copyright

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

If you are, or at any time become, a buswmess corporation, partnership, Limited Liability Company or
other legal entity, you must designate in Exhibit B to the Franchise Agreement as the “Operating Partner” an
individual approved by us who must

(a) own and control, or have the nght to own and control (subject to conditions reasonably
acceptable to us), not less than 10% of your equity,

(b) have the authority to bind you regarding all operational decisions with respect to your
Restaurant, and

() have completed our training program to our satisfaction

You (and/or your Operating Partner) (a) shall exert your full-time and best efforts to the development
and operation of your Costa Vida Restaurant and all other Costa Vida Restaurants you own, and (b) may not
engage n any other business or activity, directly or indirectly, that requires substantial management
responsibility or tume commitments or otherwise may conflict with your obligation under the Franchise
Agreement You must provide us with a copy of any proposed arrangement, agreement, or contract, and all
amendments, with your Operating Partner for our prior review and approval, and upon approval thereof, signed
copies thereof The agreement should include a provision that if the Operating Partner is terminated, for
whatever reason, he/she shall not for a period of two years after such termunation, recruit, or hire any person
who 1s an employee of yours, ours, or of any Costa Vida Restaurant operated by us, our Affiliates or any
franchisee of ours, without obtaiming the employer’s and our consent, which consent may be withheld for any
reason We will have no responsibility, liability, or obligation to any party to any such arrangement, agreement,
or contract, or any amendments, on account of our approval thereof or otherwise, and you must indemnify and
hold us harmless with respect thereto Your Costa Vida Restaurant must, at all times, be managed by you (or
your Operating Partner) or by a manager or shift supervisor who has completed our training program to our
satisfaction Your manager need not have an equity interest 1n the franchise, but must not engage n any other
business or activity that requires substantial commitment

As more fully stated in the Franchise Agreement and the Area Development Agreement, you must
implement all reasonable procedures we occasionally prescribe to prevent unauthorized use or disclosure of
Confidential Information Such procedures may include the use of nondisclosure agreements with your owners,
officers, directors, Operating Partners, managers, assistant managers, prep cooks, and the like You and your
owners must deliver such agreements to us At the end of the term of a Franchise Agreement or Area
Development Agreement, you must deliver to us all Confidential Information We have the night to require your
managers, assistant managers, prep cooks, and the like to sign a non-compete and confidentiality agreement 1n
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our favor as a condition of employment 1n the restaurant By signing the non-compete and confidentiality
agreement, your managers, assistant managers, prep cooks and the like agree to the non-competition covenants
described 1n Item 17 of this Disclosure Document

You, your owners, officers, directors, Operating Partners, managers, assistant managers, prep cooks, and
the hike will be bound by the non-competition covenants descrnibed in Item 17 of this Disclosure Document

If you are a partnership, corporation, limited liability company, or other legal entity, one, some, or all of
your owners as we deem necessary must undertake to be personally bound, jointly and severally, by your
obligations under the Franchise Agreement and Area Development Agreement, i1f any Copies of these
guaranties are attached as Exhibit C to the Franchise Agreement and Exhibit C to the Area Development
Agreement

ITEM 16 RESTRICTIONS ON WHAT THE FRANCHISEE MAY SELL

You must sell all food, beverage, other products, merchandise, and services that we determine to be
appropriate for your Costa Vida Restaurant We may, 1n our discretion, establish certain marketing programs,
including limited time offers, with which you must participate  We wall not refund or compensate or exchange
any unused products shipped to you n connection with these marketing programs You must offer all Costa
Vida Products that we authorize you to sell However, we are not required to authonze you to sell all available
Costa Vida Products

You are not restricted as to the customers whom you may serve at the Costa Vida Restaurant However,
without our written consent, you may not offer Costa Vida Products approved for sale or services of your
Restaurant or any matenals, supplies, or inventory beanng the Costa Vida Trademarks at any site other than
your Restaurant premises (other than catering events that you may book) or through any alternative channel of
distnibution (as further descnibed in Item 12) In addition, you may not offer for sale any matenals, supplies or
mventory used 1n the preparation of any of the Costa Vida Products You may only sell fimshed Costa Vida
Products that have been approved for sale at your Restaurant and only to retail customers, and you may not sell
any Costa Vida Products to any person or entity purchasing the Costa Vida Products for resale In addition, you
may not use the site of your Restaurant for any purpose other than the operation of a Costa Vida Restaurant 1n
compliance with the Franchise Agreement

You may only use pamphlets, brochures, cards or other promotional matenals offering free Costa Vida
Products that we have prepared, unless otherwise approved by us in advance However, we will give favorable
consideratton to your use of promotional matenal or free or discounted product cards developed by you, if the
cards clearly state that they may only be redeemed at Costa Vida Restaurants owned by you

Your Costa Vida Restaurant will not be permitted to offer any products or services (including
promotional 1tems) we have not authonzed for Costa Vida Restaurants without prior written approval We have
the nght to change the types of authorized goods and services, and there are no limits on our right to make
changes

Company-owned or company-affiliated Restaurants may participate in chantable endeavors You are
also encouraged to participate i chantable, fundraising and community activities

You must at all times maintain an nventory of approved food products, beverages, ingredients, and
other products sufficient in quantity, quality, and variety to realize your Costa Vida Restaurant’s full potential

We may conduct market research to determine consumer trends and salability of new food products and
services You must participate in our market research programs by test marketing new food products and
services 1n your Costa Vida Restaurant and providing us with timely reports and other relevant information

48

20432014 Costa Vida Franchise Disclosure Document
$073>4-211518103



regarding such market research You must purchase a reasonable quantity of such test products and make a
reasonable effort to sell them

Your lease may also impose other obligations or restrictions with respect to the types of products that
you may offer from your premises, and you must comply with those restrictions and obligations even 1f they
would prevent you from offering certain Costa Vida Products that we have approved for you to offer In such
case, you must seek written approval from us permitting you to comply with such restrictions and obligattons

We and our Affiliates will have the perpetual right to own and use and authorize other Costa Vida
Restaurants to use, and you will fully and promptly disclose to us, all ideas, concepts, formulas, recipes,
methods and techniques about the development or operation of a restaurant serving Mexican, southwestern, or
similar cuisine or products conceived or developed by you or your employees during the term of your Franchise
Agreement You may not test, offer, or sell any new products without our written consent

The Area Development Agreement contains no prowviston restricting the goods and services you may
offer However, with respect to each Costa Vida Restaurant developed under the Area Development Agreement,
you will be subject to the restrictions on goods and services contamned 1n our then-current standard Franchise
Agreement The restrictions 1n our current Franchise Agreement are set out above

[The remainder of this page 1s intentionally left blank ]
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ITEM 17 RENEWAL, TERMINATION, TRANSFER AND DISPUTE RESOLUTION
THE FRANCHISE RELATIONSHIP

This table hsts important provisions of the franchise and related agreements You should read
these provisions 1n the agreements attached to this Disclosure Document

Provision Section 1n Summary
Franchise or
Other
Agreement
a Length of the franchise term Section 2 Initial term 1s 10 years
b  Renewal or extension Section 2 May be granted a renewal term of 10 years under terms of

then-current Franchise Agreement This means that you
may be asked to sign an agreement with terms and
conditions that are matenally different from those 1n your
original agreements

¢ Requirement for franchisee to renew or Section 2 You give us at least 180 days notice, you sign new

extend Franchise Agreement (which may include different or
additional fees and performance critenia) and our then-
current Renewal Addendum (which will estabhish that you
have no additional renewal rights and contain a general
release) at our request, you have refurbished and
remodeled the premises, you have complied with the
Franchise Agreement and all other agreements with us or
our Affiliates during the imitial term, you have satisfied all
monetary obligations, you retain the premuses for the
renewal term, and there 1s no adverse franchise legislation
This means that you may be asked to sign an agreement
with terms and conditions that are materially different
from those 1n your oniginal agreements

d Termation by franchisee None

¢ Termmation by franchisor without cause None

f  Termunation by franchisor with cause Section 14 | We have the night to terminate if you are in default of
Franchise Agreement or any other agreement with us or
our Affihates or 1f you fail to satisfactonly complete the
required training or if you fail to begin your Restaurant
operations within 180 days after signing of Franchise
Agreement

g  Cause defined — curable defaults Section 14 | You have 24 hours to cure health violations, 10 days to
correct delinquent payments due us, 30 days to cure
breaches of Franchise Agreement

h  Cause’ defined — non curable defaults Section 14 | Includes voluntary bankruptcy, insolvency, failure to open

or abandonment of business, cancellation of lease, breach
of obligations under the lease of the restaurant premuses
misrepresentations or onussions conviction or plea of no
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Provision

Section 1n
‘Franchise or
Other
Agreement

Summary

contest a felony, violation of any anti-terrorism law,
unauthonized transfer  unauthorized disclosure of
Confidential Information, repeated breaches of the
agreements, unauthorized use of the Costa Vida Marks or
Confidential Information, failure to pay uncontested taxes,
repeated defaults even if cured, default on any financing
obligations failure three or more times within a period of
twelve months to submut reports and other data or to
otherwise comply with the Franchise Agreement, whether
or not such failure 1s corrected

1 Franchisee’s obligations on termnation /
non renewal

Section 15

Pay all amounts due, including any late charges and
interest, continue to honor all guarantees releases and
waivers refain records and permut audits, not disclose
Confidential Information, discontinue use of Costa Vida
Marks, Confidential Information, proprietary software, and
any mode of Internet communications, de identify your
business return the Operations Manual, Owner s Toolkit
and Training Manual(s) deliver to us all signs, equipment,
supplies and materials displaying the Costa Vida Marks,
cancel any fictitious or assumed name certificates make
required changes to premises, assign telephone histings,
dispose of non-returnable supplies and matenals, honor
indemmfication requirements, and continue to honor and
be bound by general provisions, provide evidence of your
compliance within 30 days of termination

J  Assignment of contract by franchisor

Section 13

No restriction on our night to transfer or assign Franchise
Agreement

k  Transfer by franchisee — defined

Section 13

Includes sale, transfer, assignment, or other disposition of
the Franchise Agreement’s rights, or other ownership
interest in franchisee, or ownership change

1  Franchisor s approval of transfer by
franchisee

Section 13

We have the right to approve all transfers but will not
unreasonably withhold approval if certain conditions are
satisfied

m Conditions for franchisor s approval of
transfer

Section 13

Restaurant must have opened, you must be in comphance
with agreement, Transferee must quahfy, complete
tramning, and sign new or existing Franchise Agreement
and other related agreements, transferee cannot be a public
company, all your Restaurants must be transferred, transfer
fee must be paid, your obhgations are paid and you are
not m default, you must subordinate debts and sign a
general release and non compete agreement, we must
approve price and payment terms there must be no
adverse franchise legislation, you subordinate any
obligations of the transferee to you to the transferee’s
obhgations to us, you obtan any required landlord
consents, you agree not to use the Costa Vida Marks, you
or your transferee agrees to any refurbishment we require

and you must do other things we request

10737>4-211518103
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Provision

«Section
Franchise or
Other
Agreement

Summary

Franchisor s nght of first refusal to
acquire franchisee s business

Section 13

We can match any bona fide offer for your business or for
a Controlling Interest in you within 30 days from delivery
of a complete and accurate copy of offer

Franchisor’s option to purchase
franchisee s business assets

Section 15

Upon termnation of the Franchise Agreement, we have
the right to purchase any or all of your Restaurant s Assets
by giving you notice within 10 days of
termination/expiration, at fairr market value Under the
security agreement that may be provided for in the
Franchise Agreement, we can foreclose and acquire the
assets of your Restaurant 1f you default

Death or disability of franchisee

Section 13

All rights 1n the Franchise Agreement must be assigned to
an approved buyer within a reasonable time period not to
exceed six months of death/disability

Non competition covenants during the
term of the franchise

Section 9

No mvolvement in any competing business, regardless of
its location

Non-competition covenants after the
franchise 15 terminated or expires

Section 15

You may not own, have direct or indirect interest m, or
provide services/advice to any competing business or any
entity which franchises or licenses a competing business
for 2 years within your Protected Area or within five mules
of any Costa Vida Restaurant

Modification of agreement

Sections 10
and 18

Generally, no modifications except by wrtten agreement
signed by both partiecs However, the Operations Manual
and Maternials, Owner’s Toolkit, Training Manual, and the
Franchise Website, cvfranchise com, are subject to change
by us We may also increase the NMF, LMF, or MAF
contributions with an affirmative vote by 66% of the then
existing  company owned,  company-affihated, and
franchised restaurants or 51% of then existing franchised
restaurants

Integration/merger clause

Section 18

Only the terms of Franchise Agreement, including
Operations Manual, are binding (subject to state law)

Any other oral or written promises may be unenforceable
Nothing 1n the Franchise Agreement or any related
agreement 1s tended to disclaam franchisor s
representations made 1n this Disclosure Document

Dispute resolution by htigation

Section 17

Parties may resolve disputes through litigation

Choice of forum

Section 17

Utah state court, and federal distnict court in Salt Lake
City, Utah

w  Choice of law

Section 18

Utah law applies generally, unless governed by applicable
franchise laws of other states

Area Development Agreement

10743754-211518103
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Provision

Section m
Area
Development
Agreement

Summary

Length of the Area Development
Agreement term

Section 2

Date in Exhibit A or date upon which developer opens
cumulative number of restaurants in Exhibit A

Renewal or extension

Section 2

No right to renew or extend

Requirements for franchisee to renew or
extend

Section 2

No night to renew or extend

Termination by franchisee

None

Termination by franchisor without cause

None

Termnation by franchisor with cause

Section 9

We can terminate only for specified causes

Cause defined — curable defaults

Section 9

30 days to cure a breach of Area Development Agreement
30 days to discharge any petition in bankruptcy,
dissolution, reorgamization, or appointment of receiver or
custodian

‘Cause’ defined — non-curable defaults

Section 9

Failure to meet Development Schedule, misrepresentations
or omissions, conviction or plea of no contest toa felony,
violation of any anti-terrorism law, unauthorized transfer,
unauthonized disclosure of Confidential Information,
repeated breaches of the agreements, breach of any
Franchise Agreement or any other agreement between you,
your Owners, or any of your Affiliates (as defined n the
Area Development Agreement) and us, adverse franchise
legislation

Franchisee s obhgations on termination /
non-renewal

Section 10

Comply with covenant not-to-compete

Assignment of contract by franchisor

Sections 7
and 12

No restriction on our night to transfer or assign Franchise
Agreement

‘Transfer’ by franchisee — defined

Section 1

Includes sale transfer, assignment, or other disposition of
the agreement’s rights, or other ownership interest in you

Franchisor’s approval of transfer by
franchisee

Section 8

We have the right to approve all transfers but will not
unreasonably withhold approval If certain conditions are
satisfied

Conditions for franchisor s approval of
transfer

Section 8

You must be in comphance with agreement, Transferee
must qualfy, complete tramung, and sign existing
agreement and other related agreements, all your
Restaurants must be transferred, transfer fee must be paid,
you must subordinate debts and sign a general release and
non-compete agreement there must be no adverse
franchise legislation, and you must do other things we
request

1073751211518103
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Section 1n

Provision Area Summary
Develepment
Agreement
n  Franchisor s right of first refusal Section 8 We can match any bona fide offer for your business or for

a Controlling Interest 1n you within 30 days from dehivery
of a complete and accurate copy of ‘offer

0 Death or:disability of franchisee Section 8 All nghts 1n the Area Development Agreement must be
assigned to the approved buyer within a reasonable time
pertod not to exceed six months of death/disability

p Non-competition covenants during the Section 6 No mvolvement 1in any competing business regardless of
term of the Area Development its location, may not divert or attempt to divert business or
Agreement customers to competing business

q Non-competition covenants after the Section 10 | You may not own, have direct or indirect interest in, or
Area Development Agreement 1s provide services/advice to any competing business or any
terminated or expires entity which franchises or hicenses a competing business

for 2 years within your Protected Area or within five mles
of any Costa Vida Restaurant

r  Modification of the Area Development Section 12 | No modifications except by wntten agreement signed by
Agreement both parties
s Integration/merger clause Section 12 | Only the terms of the Area Development Agreement are

binding (subject to state law) Any other oral or wntten
promises may be unenforceable

t  Duispute resolution by litigation Section 11 Parties may resolve disputes through htigation

u  Choice of forum Section 11 Utah state courts, and federal district court 1n Salt Lake
City, Utah

v Choice of law Section 12 | Utah law apphes generally unless governed by applicable

franchise laws of other states

ITEM 18 PUBLIC FIGURES
We do not use any public figure to promote the sale of our franchises
ITEM 19 FINANCIAL PERFORMANCE REPRESENTATIONS

The FTC’s Franchise Rule permuts a franchisor to provide information about the actual or potential
financial performance of its franchised and/or franchisor-owned outlets, if there 1s a reasonable basis for the
information, and if the information s included tn the Disclosure Document Financial performance information
that differs from that included n Item 19 maybe given only 1f (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

This Item sets forth certamn historical revenue and expense information for all 3946 of the Costa Vida
restaurants in operation for the entire twelve months of 20422013 (In addition to the 3946 locations, +811
stores were opened during 20422013 ) 79 of the subject restaurants are owned by an Affiliate of the franchisor,
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and the remaining 3237 are franchise locations owned by non-Affiliates of the franchisor The information
related to the 3246 franchise locations 1s based on profit and loss statements provided to us by our
franchisees and has not been audited or otherwise verified by us

The information contained 1n this Item 19 should not be considered to be the actual or probable sales
and expenses that you will realize Your results will likely differ from the results contained n this Item 19
Performance varies from restaurant to restaurant and the information below cannot be used to make estimates
related to future performance of any particular restaurant Your performance will be significantly impacted by
your personal business, marketing and management skills, your financial investment capabilities, and your
willingness to work hard and follow the Costa Vida System Many factors that may significantly impact
financial performance are umque to each restaurant, including location, physical size and layout, market
penetration, local market conditions and other factors Costa Vida does not represent that you will attain these
financial results If you are purchasing the assets of existing restaurants, you should not rely on the information
set forth below, but should instead review the actual performance of the restaurants being purchased

Other than the information set forth below, Costa Vida does not furnish or authorize its employees or
Affilhates to furnish spoken or written claims regarding financial performance, earnings, revenues or results that
you are Iikely to obtain Costa Vida specifically nstructs its employees and Affiliates that they are not
permutted to make any such claims, other than the information set forth below, and you may not rely on any
such claims 1f made

Written substantiation of the data presented in this financial performance representation will be made
available to you upon reasonable request

Additionally, a caution regarding the financial performance information below appears at the end of the
Table It 1s critical that you read and understand this caution

Table 1 Fiscal Year 20422013 Financial Performance

The following table represents average 20422013 financial performance for 3946 Restaurants that
operated for the entire year ending December 31, 20422013 While there were 4957 restaurants operating as of
December 31, 20422013, 1011 Restaurants have not been included since they did not operate for the entire year
ending December 31, 26422013 The data in Table 1 1s grouped mnto four columns with the first three showing
the highest one-third, mid-level one-third and lowest one-third based on average sales performance, and the
fourth column showing an average for all locations

High Mid — Level Low Average
$1,200,000 and $800,000- $800,000 and
above $1,200,000 below
No of Stores 115 15 116 3946
$4:460:8021,59 | $4,003;3601,023,6 | $637,258712, | $1;033,8071,
AUV 0,945 64 70 63 797 13 118,145 54
COGS 28-8828 73% 364229 97% 30-5531 69% | 296229 72%
Labor 200221 17% 234224 77% 266127 07% | 224723 49%
Advertising 2522 25% 2542 52% 3423 10% 2922 51%
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Repair & Maintenance 10641 14% +371 42% 1311 62% +21132%

Supphies/Uniforms 2482 31% 2402 53% 3353 46% 2492 61%

Utilities 2382 44% 3343 44% 4584 77% 3143 22%
EBITDAR 24-6024 88% 183918 31% 10-3H8 56% | 19-6519 52%

Explanatory Notes to Table 1

(1) All percentages given are a percentage of the AUV

(2) Vanation in AUV
Variations 1n the sales levels of restaurants may occur due to the foot/vehicular traffic where the
restaurants are located, the populations and income of the immediate market area, the retail maturity in
the area, the amount of competition 1n the area and numerous other factors

(3) AUV
AUV 1s the average annual restaurant sales for the applicable stores in each category AUV include
sales of all food, beverages, promotional 1tems, net of sales taxes, discounts and coupons

(4) COGS
COGS nclude all food, paper and distribution costs less supplier rebates

(5) Labor
Labor 1ncludes wages paid to all hourly and management employees working 1n the restaurant Your
labor costs could vary depending on the prevailing wage rates in the area of the country in which a
restaurant 1s located and the specific labor laws

(6) Advertising
Advertising costs 1nclude the cost of developing and executing various marketing programs for the
restaurants This includes development and placement of electronic media, print and outdoor
advertising Advertising also 1ncludes the cost of in-restaurant point of purchase matenals and local
restaurant marketing Required advertising expenses may vary by DMA Please refer to Items 6 and 11
of this disclosure document for a description of a franchisee’s advertising spending obligations

(7) Repair & Maintenance
Repair & Maintenance costs include the cost of repair and maintenance of your facility and equipment

(8) Supplies/Uniforms
Supplies/Uniforms costs include costs for operational supplies, uniforms

(9) Utihties
Utilities 1ncludes costs for telephone, water, gas and electricity for the restaurant

(10) Restaurant EBITDAR
Restaurant EBITDAR equals restaurant level earnings before interest, income taxes, depreciation,
amortization, and rent

(11) Legal Expenses and Other Administrative Expenses and Taxes
No amounts have been included for expenses a franchisee will likely incur for owners’ salares, interest
and debt service, legal fees and income taxes You will likely have such expenses, and to the extent a
franchisee expects to incur such expenses, the franchisee’s overall expenses will be higher than those
reflected 1n the table

CAUTION

There 1s no assurance regarding the financial performance of your restaurant If you rely upon
our figures, you must accept the risk of not doing as well Actual results vary from restaurant to restaurant,
and we cannot estimate the result of a particular restaurant Revenues and expenses may vary depending on
whether the restaurant 1s operated by an Affiliate of the franchisor or operated by a third party franchisee and
whether located 1n a metropolitan market or a non-metropolitan market In particular, the revenues and expenses
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of your restaurant will be directly affected by many factors, such as (a) geographic location, (b) competition
from other simular restaurants in the market, (c) advertising effectiveness based on market saturation, (d)
whether you assume the position as or hire a manager, (€) your pricing, (f) vendor prices on materials, supphes
and mventory, (g) salaries and benefits to employees and other personnel, (h) business personnel benefits (life
and health mnsurance, etc ), (1) weather conditions, and (j) employment conditions 1n the market Expenses and
costs, as well as the actual accountng and operational methods employed by a franchisee, may significantly
impact profits realized in any particular operation

Importantly, you should not consider the revenues or expenses presented above to be the actual potential
revenues or expenses that you will realize We do not represent that you can or will attain these revenues or
expenses, or any particular level of revenues or percentage of expenses We do not represent that you will
generate income, which exceeds the imtial payment of, or investment 1n, the franchise

Therefore, we recommend that you make your own independent investigation to determine whether or not
the franchise may be profitable to you You should use the above information only as a reference mn conducting
your analysis and preparing your own projected income statements and cash flow statements We suggest strongly
that you consult your financial advisor or personal accountant concerming financial projections and federal, state
and local income taxes and any other applicable taxes that you may incur 1n operating a Restaurant

[The remainder of this page is intentionally left blank ]
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ITEM 20 OUTLETS AND FRANCHISEE INFORMATION

Table No 1
System-Wide Outlet Summary
| For Years 20102011 to 20122013
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
20402011 916 1632 +716
Franchised 2044+ 16 2 +16
2012 32 41 +9
Company/Affihate 20462013 1341 749 -6+8
Company/Affiliate 2011 7 8 +1
Owned 2012 8 8 0
| Fotal Qutlets 20162013 228 2311 +13
2011 23 40 +17
Total OQutlets 2012 40 49 +9
2013 49 57 +8
Table No 2
Transfers of Outlets from Franchisees to New Owners
| (Other than the Company) For Years 20462011 to 20122013
Column 1 Column 2 Column 3
State Year Number of Transfers
20402011 10
Idaho 202012 92
20122013 0
Oklahoma 32
Utah 20402013
2011 0
| |utah 012 1
60
Total 20192013
2011 0
Total 2012 1
2013 2

1037421151810 3
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Table No 3
Status of Franchised Outlets
For Years 20102011 to 20422013*

Col 1 Col 2 Col 3 Col 4 Col 5§ Col 6 Col 7 Col 8 Col 9
State Year Outlets Outlets Termina- Non- Re- Ceased Outlets
at Start Opened tions Renewals | acquired Opera- at End
of Year by tions — of the
Company Other Year
Reasons
Anzona 204620 2 a1 23
11
20H20 23 10 3
12
204220 3 o1 1 3
13
201020 2 0 2
Califormia 11
20H20 2 0 2
12
204220 2 0 2
13
204020 1 0 1
Colorado 11
20H20 1 0 1
12
204220 1 81 2
13
204620 | ol 3 #
Idaho 11
00120 4 3 43
12
204220 45 1 5
13
261020 0 61 81
Missoun i1
20420 91 10 1
12
2013 | 0 1
2011 0 0 0
Nevada 2012 10 0 10
2013 0 1 {
204020 1 0 1
New Mexico 11
20420 1 0 1
12
204220 1 0 |
13
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Col 1 Col 2 Col 3 Col 4 Col § Col 6 Col 7 Col 8 Col 9
State Year Outlets Outlets Termina- Non- Re- Ceased Outlets
at Start Opened tions Renewals | acquired Opera- at End
of Year by tions — of the
Company Other Year
Reasons
204620 0 0 0
11
Oklahoma EYYE 9 ° o
2012 0 2 2
204020 12 0 2 0
Fexas 13
2011 1 0 1
Texas 2012 1 0 1
261020 [ 21 &1 82
Ytah 13
2011 8 9 17
Utah 2012 17 4 21
20020 | 021 04 025
Washinston 13
2011 0 2 2
Washington 2012 2 1 3
03 81 04
Adberta 30—:-3@
Canada —
2011 0 0 0
Alberta 0 1 1
Canada 2012
Tetals 204020 91 71 ] ! 0 0 162
13
2011 16 16 0 0 0 0 32
Totals 2012 32 9 0 0 0 0 41
2013 41 11 0 0 0 3 48

*If multiple events occurred affecting an outlet, this table shows the event that occurred last in time
! Includes one franchise transferred from the company

IncludesS-company-ovwned-franchisessold-
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Table No 4
Status of Company — [and affihate-] Owned Outlets

For Years 20402011 to 20122013

Col 1 Col 2 Col 3 Col 4 Col 5 Col 6 Col 7 Col 8
State Year Outlets Outlets Outlets Outlets Outlets Outlets at
at Start Opened Reacquired Closed Sold to End of
of Year from Franchisee | the Year
Franchisee
204020 1 0 0 0 01 10
Idaho 11
20120 10 0 0 0 10 0
12
204220 0 0 0 0 0 0
13
204620 126 92 0 0 60 68
Utah 11
2012 8 0 0 0 1 7
20H20 67 2 0 0 0 89
13
Alberta, 2012 80 1 0 0 + gl
Canada
204620 Bl 01 ] (1] 6 2
Tetals 13
2011 7 2 0 0 1 8
Totals 2012 8 1 0 0 1 8
2013 8 0 0 11
Table No 5
Projected Openings as of December 31, 26422013
Column 1 Column 2 Column 3 Column 4
Franchise Agreements Projected New Projected New
State Signed But Outlet Not Franchise Outlets 1n the Company/Affihate-Owned
Opened Next Fiscal Year Outlets 1in the Next Fiscal
Year
Alberta, Canada 1 1 51
AvrzonaAlabama 21 21
Anizona 1 3
California 13 24
Colorado 21 3
IdahoGeorgia 1 21
Idaho 0 1
Minnesota 1 10
Missour 1 1
NevadaMontana 1 21
Nevada 2 2
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Column 1 Column 2 Column 3 Column 4
Franchise Agreements Projected New Projected New
State Signed But Qutlet Not Franchise Outlets in the Company/Affihate-Owned
Opened Next Fiscal Year Outlets 1n the Next Fiscal
Year
| [ oklahoma 0 0
Texas 1 2
| | Utan 43 54 21
I Washington 12 23
| [ Total 1319 2227 )

Current Franchisee Last

The name, addresses, and telephone numbers of our franchisees and their Costa Vida Restaurants as of
December 31, 20422013 are listed 1n Exhibit B

Past Franchisee List

The name, last known address and telephone number, 1f available, of every franchisee who has
transferred a franchise, had a franchise business terminated, canceled, not renewed, or otherwise voluntarily or
involuntanly ceased to do business under the Franchise Agreement during the last completed fiscal year or who
has not communicated with Franchisor within 10 weeks of the date of thus Disclosure Document are listed 1n
Exhibit B If you buy this franchise, your contact information may be disclosed to other buyers when you leave

the franchise system

We currently do not have any Area Developers

No Franchisees have signed confidentiality clauses during the last three years that prevent them from
speaking to prospective franchisees about their experience as a Costa Vida franchisee

ITEM 21 FINANCIAL STATEMENTS
Attached as Exhibit F are theaudstedthe audited financial statements of (1) CVM, LLC for the yeassyear

ended December31;2010,-and-December 31, 2011, and (2) Costa Vida Management, LLC for the year ended
December 31, 2012 and December 31, 2013

ITEM 22 CONTRACTS

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

Exhibit A Schedule of State Admimistrators and Agents For Service of Process
Exhibit B List of Franchisees and Former Franchisees
Exhibit C Costa Vida Francluse Agreement

Acknowledgment Addendum

Ownership Addendum

Guaranty

Lease Addendum

Confirmation of Term Commencement Date

Investor Personal Covenants Regarding Confidentiality and Non-Competition
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Authorization Agreement for Prearranged Payments (Direct Debits)
Site Selection Addendum

Assignment of Telephone Number(s)

SBA Addendum

State Specific Addenda

Exhibit D Costa Vida Area Development Agreement
Development Area and Schedule
Development Area Map
Area Developer and Its Owners Ownership Addendum
Guaranty
Investor Personal Covenant Regarding Confidentiality and Non-Competition
State Specific Addenda

Exhibit E Costa Vida Operations Manual Table Of Contents
Exhibit F Financial Statements

Exhibit G State Specific Addenda

Exhibit H Defimitions

Exhibit I Receipts

ITEM 23 RECEIPTS

Exhibit I of this Disclosure Document 1s a detachable document acknowledging your receipt of this
Disclosure Document The Federal Trade Commuission requires that you promptly sign and return one copy of
the Receipt to us This does not obligate you to purchase a franchise and 1t does not obligate us to sell you a
franchise

[The remainder of this page 1s intentionally left blank ]
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EXHIBIT A

SCHEDULE OF STATE ADMINISTRATORS AND AGENTS FOR SERVICE OF PROCESS

r
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EXHIBIT A

SCHEDULE OF STATE ADMINISTRATORS AND AGENTS FOR SERVICE OF PROCESS

STATE AGENTS FOR SERVICE OF REGULATORY AUTHORITIES
PROCESS
CALIFORNIA Califorma Commussioner of Corporations Commissioner
Corporations Department of Corporations
320 West 4th Street, Suite 750
Los Angeles Los Angeles, CA 90013-2344
320 West 4th Street, Sutte 750 (213) 576-75050r (866) 275-2677
Los Angeles, CA 90013-2344
(213) 576-7505 or (866) 275-2677
Sacramento
1515 K Street, Suite 200
Sacramento, CA 95814-4052
(916) 445-72050r (866) 275-2677
San Diego
1350 Front Street, Suite 2034
San Diego, CA 92101-3697
(619) 525-42330r (866) 275-2677
San Francisco
71 Stevenson Street, Suite 2100
San Francisco, CA 94105-2980
(415) 972 85590r (866) 275-2677
CONNECTICUT Connecticut Department of Banking Banking Commuisstoner
260 Constitution Plaza 260 Constitution Plaza
Hartford, CT 06103-1800 Hartford, CT 06103-1800
(860) 240-8230 (860) 240-8230
FLORIDA [Not Applicable] Sentor Consumer Complatnt Analyst
Department of Agriculture and
Consumer Services
Division of Consumer Services
2005 Apalachee Pkwy
Tallahassee, Florida 32399-6500
(850)-922-2966 or (850) 488-2221
HAWAII Commussioner of Securities Commussioner of Secunties

l +073754211518103

Department of Commerce and
Consumer Affairs

Business Registration Division
335 Merchant Street, Room 203
Honolulu, HI 96813

(808) 548-2021

Department of Commerce and
Consumer Affairs

Business Registration Division
335 Merchant Street, Room 203
Honolulu, HI 96813

(808) 586-2722
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STATE AGENTS FOR SERVICE OF REGULATORY AUTHORITIES
PROCESS
ILLINOIS Illinois Attorney General Chuef, Franchise Bureau
Franchise Division Illino1s Attorney General
500 South Second Street 100 W Randolph Street
Springfield, IL 62706 Chicago, IL 60601
(217) 782-4465 (312) 814-3892
INDIANA Secretary of State Securities Commussioner
Adminmstrative Offices of the Securities Division
Secretary of State Room E-111
Room E-111 302 West Washington Street
302 West Washington Street Indianapolis, IN 46204
Indianapolis, IN 46204 (317) 232-6681
(317) 232-6681
IOWA [Not Applicable] Director of Regulated Industries Umit
Iowa Securities Bureau
340 East Maple
Des Moines, lowa 50319-0066
(515) 281-4441
MARYLAND Maryland Securities Commissioner Office of the Attorney General
Secunities Division Securities Division
200 St Paul Place 200 St Paul Place
Baltimore, MD 21202-2020 Baltimore, MD 21202
(410) 576-6360 (410) 576-6360
MICHIGAN Michigan Department of Commerce, Franchise Administrator
Corporations and Secunties Bureau Consumer Protection Division
525 W Ottowa Antitrust and Franchise Unit
670 Law Building Michigan Department of Attorney
Lansing, MI 48913 General
(517) 373-7117 525 W Ottowa
670 Law Building
Lansing, MI 48913
(517) 373-7117
MINNESOTA Minnesota Department of Commerce Minnesota Department of Commerce

3754211518103

85 7% Place East, Suite 500
St Paul, MN 55101-2198
(651) 296-6328

85 7% Place East, Suite 500
St Paul, MN 55101-2198
(651) 296-6328
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STATE

NEBRASKA

NEW YORK

NORTH DAKOTA

OREGON

RHODE ISLAND

SOUTH DAKOTA

4073754-211518103

AGENTS FOR SERVICE OF
PROCESS

[Not Applicable]

Secretary of State of the State of New
York

4] State Street

Albany, NY 11231

North Dakota Securnities Department
Fafth Floor

600 East Boulevard

Bismarck, ND 58505

Darector of Oregon Department of
Insurance and Finance

Corporate Secunties Section
Labor and Industries Building
Salem, OR 97310

(503) 378-4387

Director of Rhode Island Department of
Business Regulation

Division of Securities

1511 Pontiac Avenue,

John O Pastore Complex—Bldg 69-1
Cranston, RI 02920

(401) 462-9527

Drirector of South Dakota Division of
Secunities

445 East Capitol

Pierre, SD 57501

(605) 773-4823

REGULATORY AUTHORITIES

Staff Attorney

Department of Banking and Finance
Commerce Court

1230 “O” Street, Suite 400

PO Box 95006

Lincoln, NE 68509-5006

(402) 471-3445

Assistant Attorney General

Bureau of Investor Protection and
Securities

New York State Department of Law
120 Broadway, 23rd Floor

New York, NY 10271

(212) 416-8211

Franchise Examiner

North Dakota Securities Department
600 East Boulevard, 5th Floor
Bismarck, ND 58505

(701) 328-4712

Department of Consumer and
Business Services

Division of Finance and Corporate
Securities

Labor and Industries Building
Salem, OR 97310

(503) 378-4387

Associate Director and
Superintendent of Securities
Division of Securities

1511 Pontiac Avenue,

John O Pastore Complex—Bldg 69-
1

Cranston, RI 02920

(401) 462-9527

Franchise Administrator
Division of Securities
445 East Capitol

Pierre, SD 57501
(605) 773-48234013
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STATE

TEXAS

VIRGINIA

WASHINGTON

WISCONSIN

FEDERAL TRADE
COMMISSION

4073754-211518103

AGENTS FOR SERVICE OF
PROCESS

[Not Applicable]

[Not Apphicable]

Clerk of the State Corporation
Commusston

1300 E Main Street
Richmond, VA 23219

(804) 3719672

Director of Department of Financial
Institutions

Secunties Division

PO Box 9033

Olympia, WA 98507-9033

(360) 902-8760

Wisconsin Commussioner of Secunties
PO Box 1768

345 W Washington Avenue, 4% Floor
Madison, WI 53703

(608) 261-9555

REGULATORY AUTHORITIES

Secretary of State

Statutory Document Section
P O Box 12887

Austin, TX 78711

(512) 475-1769

Division of Consumer Protection
Utah Department of Commerce
160 East Three Hundred South
P O Box 45804

Salt Lake City, Utah 84145-0804
(801) 530-6601

Chief Examuner/Investigator
State Corporation Commission
Division of Securities and Retail
Franchising

1300 E Main Street

Richmond, VA 23219

(804) 3719051

Administrator

Dept of Financial Institutions
Securities Division

150 Israel Rd SW

Olympia, WA 98501

(360) 902-8760

Franchise Administrator

Securities and Franchise Registration
Wisconsin Securities Commission
345 W Washington Avenue, 4% Floor
Madison, WI 53703

(608) 261-9555

Franchise Rule Coordinator
Division of Marketing Practices
Bureau of Consumer Protection
Pennsylvama Avenue at 6th Street,
NW

Washington, DC 20580

(202) 326-3128
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l LIST OF COMPANY-AFFLIATED & FRANCHISE STORES (As oF DECEMBER 31, 20122013)

Anzona

Costa Vida Store #32

Ola Nueva Inc

Daniel Dayton, Dano Dayton, Brad Dayton
13233 W McDowell Rd

Goodyear, AZ 85395

P 6233851316

Costa Vida Store # 3

Ola Nueva Inc

Dantel Dayton, Dano Dayton, Brad Dayton
1744 South Val Vista, Suite 107

Mesa, AZ 85204

P 480633 8226

Costa Vida Store #2731

Ola Nuevadae-, LLC

Dantel Dayton; Dane-Dayton; Brad Dayten
2H1152-E1324 S RattenhouseRd-Rural Road
QueenCreekTempe, AZ 8524285281

P 408) 268-2111

California

Costa Vida Store #21
CV of Roseville LLC
Jonathan Roberts

1475 Eureka Road #100
Roseville, CA 95661

P 916773 9283

Costa Vida Store # 17
CV of Yuba City
Jonathan Roberts

1074 Harter Rd , #101B
Yuba City, CA 95993
P 5306739283

Colorado

Costa Vida Store # 12

CV Lonetree LLC

Spencer Bowen

10005 Commons Street, Suite 280
Lone Tree, CO 80124

P 720 895 3663

1673754-211518103

Costa Vida Store #94
Disciple Foods, LLC

Spencer Bowen
10] West Hampden Avenue

Englewood, CO 80110
P (720) 457-0075

Idaho

Costa Vida Store #70
Ultimate Seven

801 W Mam

Boise, ID 83702

P 208 429 4109

Costa Vida Store #54
Second Wind Idaho LC
3000 S 25th E

Idaho Falls, ID 83404
P 208 5294188

Costa Vida Store # 14
Ultimate Seven, LLC
3340 North Eagle Rd
Mernidian, ID 83642
P 208 887 3853

Costa Vida Store #28
Second Wind Idaho, LLC
231 W Quinn Road
Pocatello, ID 83202

P 208 237 5555

Costa Vida Store #55
Second Wind Idaho LC
485 N 2nd E #108
Rexburg, ID 83440

P 208 356 7733

Costa Vida Store #75
Theresa Schick
Ultimate Seven, LL.C
1850 Caldwell Blvd
Nampa, ID 83651

P (208) 466-3005
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Missouri

Costa Vida Store #69

BB Magical Fruit, LC

115 Highway 291

Lee's Summit, MO 64063
P 816525 8432

I Nevada

Costa Vida Store #93
Desert Rock Management, LLC

Gary Moore
1664 Thomas H Gallagher Way, Suite 100

Elko, NV 89801
(775) 777-3555

New Mexico

Costa Vida Store #23
La Vida Loca LLC
Russ Hatch

4009 East Main Street
Farmington, NM 87402
P 505324 0248

Texas

Costa Vida Store #20

Texas CV LLC

Ted Price

5615 Colleyville Blvd Ste 390
Colleyville, TX 76034

P 817656 1700

Costa Vida Store #92

CV Alhance, LLC

Ted Price

9530 Feather Grass Lane, Ste 180
Ft Worth, TX 76177

1073751-21151810 3

P (817) 750-1775

Utah

Costa Vida Store #26

CV Holdings, LC

599 W Main St

Amenican Fork, UT 84003
P 801492 6782

Costa Vida Store #25
Abundant Brands
501 West 2600 South
Bountiful, UT 84010
P 8012944370

Costa Vida Store # 6

CV Holdings, LC

1351 South Providence Center Drive
Cedar City, UT 84720

P 4355861616

Costa Vida Store #33
Abundant Brands

639 West Marketplace Drive
Centerville, UT 84014

P 801 298 0505

Costa Vida Store #30

Playa del Sol Restaurant Group Inc
Kip Cashmore

1952 North 2000 West

Clinton, UT 84015

P 801 825 7744

Costa Vida Store #40
Abundant Brands

213 East 12300 South
Draper, UT 84020

P 801 523 6000

Costa Vida Store #79
Desert Rock LLC
1060 South Hwy 99
Fillmore, UT 84631
P 435743 5782

Costa Vida Store # 1

Playa del Sol Restaurant Group Inc
Kip Cashmore

768 West 1425 North
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Layton, UT 84041
P 801 773 9935

Costa Vida Store # 7
Tim Christensen

1309 North Main Street
Logan, UT 84341

P 4357550077

Costa Vida Store #37
Abundant Brands

4361 South State Street
Murray, UT 84107

P 801-268-6200

Costa Vida Store: #22
CV Holdings, LC
334 23rd Street
Ogden, UT 84403

P 801 393 8432

Costa Vida Store # 9
CV Holdings, LC
1623 N State Street
Orem, UT 84057

P 801 802 8432

Costa Vida Store #47

CV Holdings, LC

800 W Umversity Parkway
Orem, UT 84058

P 801 717 2471

Costa Vida Store #48

CV Holdings, LC

881 West State Street, #120
Pleasant Grove, UT 84062
P 801 785 8180

Costa Vida Store # 2

CV Holdings, LC

1200 North University Avenue
Provo, UT 84604

P 801373 1876

Costa Vida Store #71

Playa del Sol Restaurant Group Inc
Kip Cashmore

4189 Ruverdale Road, Building B-5
Ogden, UT 84405

1073754-211518103

P 801 392 8432

Costa Vida Store #41
Abundant Brands

3728 West 13400 South , #105
Raverton, UT 84065

P 801 446 8000

Costa Vida Store #49
Abundant Brands

1091 N Bluff Street #103
St George, UT 84790

P 435688 7070

Costa Vida Store #50
Abundant Brands

2376 Red Chiffs Dnive #401
St George, UT 84790

P 435986 1122

Costa Vida Store #34
Abundant Brands

169 Rio Grande Street
Salt Lake City, UT 84101
P 8014568432

Costa Vida Store #35
Abundant Brands

1336 S Foothill Blvd

Salt Lake City, UT 84108
P 801 5827873

Costa Vida Store #36
Abundant Brands

1010 East 2100 South

Salt Lake City, UT 84106
P 801 474 2254

Costa Vida Store #81
Abundant Brands

2180 So 300 East

Salt Lake City, UT 84115
P 801 466 1552

Costa Vida Store #39
Abundant Brands

10360 South State Street
Sandy, UT 84070

P 801 542 7030
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Costa Vida Store #38
Abundant Brands
1902 East 9400 South
Sandy, UT 84093

P 801676 4321

Costa Vida Store # 5

Playa del Sol Restaurant Group Inc
Kip Cashmore

1675 Skyline Drive

South Ogden, UT 84403

P 801 475 8435

Costa Vida Store #29

Playa del Sol Restaurant Group Inc
Kip Cashmore

1197 N Main Street

Tooele, UT 84074

P 435843 8432

Costa Vida Store #42
Abundant Brands

3812 West 7800 South
West Jordan, UT 84084
P 801 260 1400

Costa Vida Store # 44
Abundant Brands

3312 South Decker Lake Drive
West Valley City, UT 84119
P 801908 8646

Costa Vida Store #68
CV Holdings, LC

597 East 1000 North
Spamish Fork, UT 84660
P (801) 798-6330

Costa Vida Store #90
Costa Vida Vernal, LLC
2085 West Highway 40, #D
Vernal, UT 84078

P (435) 781-4934

Costa Vida Store # 96
CV Holdings, I.C
575 E _Umversity Parkway, Suite B-1

Orem, UT 84097
P (801) 225-5220

Costa Vida Store # 97

1073 7>1 211518103

Playa del Sol Restaurant Group Inc
Kip Cashmore

310 N Ceniral Avenue

Station Park Mall

Farmungton, UT 84025

P (801) 451-2575

Washington

Costa Vida Store #67
Cazier Enterprises, Inc
Russ Cazier

4309 West 27th Place
Bidg C, Suite 102-103
Kennewick, WA 99336
P 509 5722235

Costa Vida Store #66

T&T Gnlls, LLC

Gary Turmidge

4805 North Division St Suite 102
Spokane, WA 99207

P 509 482 7999

Costa Vida Store #73
T&T Gnlls, LLC

2915 E 29" Ave Ste D
Spokane, WA 99223
P 5095353080

Costa Vida Store #74
Cazier Enterprises, Inc
Russ Cazier

95 Gage Blvd
Richland, WA 99352
P (509) 572-2370

Canada

Costa Vida Store #88

CV Holdings, LLC

1900, 705 Main Street

Auredrie, Alberta T4B 3K3 Canada
P 403 948 0345

Costa Vida Store #82

CV Holdmngs, LC

640 — 9737 Macleod Trail SW
Calgary, AB T2J 0P6

P (587) 352-0706
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I LIST OF FORMER FRANCHISEES (as oF DECEMBER 31, 28422013)

The name, last known address and telephone number, 1f available, of every franchisee who has transferred a
franchise, had a franchise business terminated, canceled, not renewed, or otherwise voluntarily or mnvoluntarily
ceased to do business under the Franchise Agreement during the last completed fiscal year or who has not
communicated with Franchisor within 10 weeks of the date of this Disclosure Document are listed below If
you buy this franchise, your contact information may be disclosed to other buyers when you leave the franchise
system

Costa Vida Store #27

Ola Nueva Inc

Daniel Dayton, Dano Dayton, Brad Dayton
21152 E Ruttenhouse Rd

Queen Creek, AZ 85242

NeneP 480 888 7230

Costa Vida Store #62
Quail Springs

2300 W Memonal Road
Oklahoma City, OK 73134
P 405-2424717

Costa Vida Store #80
Tulsa

6746 S Memonal, Suite A
Tulsa, OK 74133

P 918-451-0336
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Costa Vida® Franchise Agreement

Costa Vida Management, LL.C
2989 West Maple Loop Drnive, Suite 100
Lehi, Utah 84043

Office - (801) 797-2374
Fax - (801) 931-2455

Email wmfe@eostavidanetscantarero@costavida net

www costavida net

Costa Vida® Franchise Agreement

Franchisee

Location

Date of Agreement
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CosTA VIDA ™ FRANCHISE AGREEMENT

This Franchise Agreement (the “Agreement”) 1s made and entered into as of
20432014, by and between Costa Vida Management, a Utah limted hability company, with 1ts prmcnpal
place of busmess at 2989 West Maple Loop Drive, Swite 100, Lehi, Utah 84043 (“we”, “us”, the
“Company” or “Franchisor”) and , (“you” or “Franchisee”) whose principal address
1S [address] The Company and Franchisee are sometimes
collectively referred to 1n this Agreement as the “Parties ”

1 INTRODUCTION

A CosTA VIDA RESTAURANTS

We own, operate, and franchise Costa Vida Restaurants, specializing 1n the sale of Mexican food,
desserts, beverages, and other menu items using distinctive Proprietary ingredients and methods of food
preparation and merchandise related to the Costa Vida concept, as we may periodically authorize We, or
our Affiliates, have developed and own a comprehensive system for developing and operating Costa Vida
Restaurants, which includes trademarks, building designs and layouts, equipment, Ingredients, specifications,
and recipes for authorized food products, methods of inventory control, training programs and certain
operational and business standards and policies, all of which we may improve, further develop or otherwise
modify

B YOUR ACKNOWLEDGEMENTS

You have read and understood this Agreement, our Franchise Disclosure Document, and agreements
relating hereto, 1f any You acknowledge that you have had ample time and opportunity to consult advisors
of your own choosing about the potential benefits and nisks of entertng into this Agreement By signing this
Agreement, you understand that the Costa Vida concept offers a high-quality, quick casual dining experience
You accept the proposition that to deliver that expenence requires a different approach to the quality of food
products, level of design, environment, and customer experience (impacted by the quality of people and
training) not typically found in quick-service food establishments You understand the terms, conditions, and
covenants of this Agreement and accept them as being reasonably necessary to maintain the umformuty of
our high-quahty standards at all Costa Vida Restaurants to protect and preserve the goodwill of the Marks
and the integnity of the System You have conducted an independent wnvestigation of the business
contemplated by this Agreement and recogmze that the restaurant industry i1s highly competitive, with
constantly changing market conditions and consumer tastes You recognize that the nature of Costa Vida
Restaurants may change over time, that an investment in Costa Vida Restaurant involves business risks and
that the success of the venture is largely dependent on your own business abilities, efforts, and financial
resources

Except as expressly set forth in Item 19 of the Franchise Disclosure Document provided to you prior
to the execution of this Agreement, we expressly disclaim the making of, and you acknowledge that you have
not received or relied upon, any representation, guaranty, or warranty expressed or implied, as to the sales
volume, income, earnings, expenses, revenues, profits or success of Costa Vida Restaurants or the business
venture contemplated by this Agreement or the extent to which we will continue to develop and expand the
Costa Vida Network of Restaurants You further acknowledge that you have not received or relied on any
representations about the franchise, Costa Vida Management, LLC, or 1its franclising program or policies
from us or our officers, directors, shareholders, employees, or agents that are contrary to the statements made
mn our Franchise Disclosure Document or the terms of this Agreement Any information acquired by you
from other Costa Vida franchisees relating to sales, mncome, earnings, expenses, revenues, profits or success
of any franchised Costa Vida restaurant does not constitute information obtained from us, nor do we make
any representation as to the accuracy of any information You acknowledge and agree that Costa Vida’s
officers, directors, employees, and agents act only 1n a representative, and not 1 a personal, capacity in
connection with any of our dealings with you
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C YOUR REPRESENTATIONS

You and your Principal Owners, jointly and severally if applicable, represent and warrant to us that
(1) neither you nor any of your Principal Owners has made any untrue statement of any material fact or has
omitted to state any material fact in the written information you have submitted in obtaining the rights
granted hereunder, (2) netther you nor any of your Owners has any direct or indirect legal or beneficial
interest mn any business that may be deemed a Competitive Business, except as you have otherwise
completely and accurately disclosed i writing to us in connection with obtaining the nights granted
hereunder, and (3) the signing and performance of this Agreement will not violate any other agreement to
which you or any of your Owners may be bound You recognize that we have signed this Agreement in
reliance on all of the statements you and your Owners have made mm writing in connection with this
Agreement

D CERTAIN DEFINITIONS

The terms listed below have the meanings which follow them and include the plural as well as the
singular Other terms are defined elsewhere 1n this Agreement 1n the context in which they arise

“ADA Application” — The area development agreement application submutted to us by you and/or
your Owners

“Affiliate” — Any person or entity that directly or indirectly owns or controls the referenced party,
that 1s directly or indirectly owned or controlled by the referenced party, or that 1s under common
control with the referenced party The term “control” means the possession, directly or indirectly, of
the power to direct or cause the direction of the management and policies of an entity, whether
through ownership of voting securities, by contract or otherwise

“Alternative Approved Supplier” — Any supplier who has been proposed by you or by another
franchisee to manufacture or provide products or Ingredients and who has been approved by us to do
so 1n accordance with the terms of this Agreement

“Approved Supplier” — Any supplier, including us, an Affiliate of ours or an independent third party,
whom we authorize to manufacture or provide products, services or Licensed Ingredients

“Competitive Business” — Any retail food establishment (including any restaurant) in which any of
the following categories constitutes more than 20% of its revenues or 20% of 1ts menu (1) burritos,
tacos, quesadillas, or (2) Latin American, Central American, or Mexican food, desserts, or beverages
of any kind, as well as any busmmess that manufactures, wholesales, and/or distributes Latin
American, Central American, or Mexican food, desserts, or beverages of any kind, including tortillas
and salsas Restrictions mn this Agreement on competitive activities do not apply to (a) the
ownership or operation of other Costa Vida Restaurants that are licensed or franchised by us or any
of our Affiliates, or (b) the ownership of shares of a class of secunties that are hsted on a public
stock exchange or traded on the over-the-counter market and that represent less than five percent of
that class of securities

“Confidential Information” - Our proprietary and confidential information relating to the
development and operation of Costa Vida Restaurants, including (1) Operations Manual, Owner’s
Toolkit, Trainmg Program Manual, and other manuals given to you, your partners, and your
Restaurant personnel, (2) ingredients, recipes, and methods of preparation and presentation of
authorized food and products, (3) site selection criteria for Costa Vida Restaurants and plans and
specifications for the development of Costa Vida Restaurants, (4) sales, marketing, and advertising
programs and technmiques for Costa Vida Restaurants, (5) identity of suppliers and knowledge of
specifications, processes, procedures, and equipment, and pricing of authorized food products,
matenals, supplies, and equipment, (6) knowledge of operating results and financial performance of
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Costa Vida Restaurants, other than Costa Vida Restaurants you own, (7) methods of inventory
control, storage, product handling, training and management relating to Costa Vida Restaurants, (8)
computer systems and software programs used or useful in Costa Vida Restaurants, and (9) any and
all other information that we provide you that 1s labeled proprietary or confidential

“Controlling Interest” — An nterest, the ownership of which empowers the holder to exercise a
controlling influence over the management, policies or personnel of an Entity Ownership of 10% or
more of the equity or voting securities of a corporation, limited hability company or limited liability
partnership or ownership of any general partnership interest 1n a general or hmited partnership will
be deemed conclusively to constitute a Controlling Interest in the corporation, limited liability
company, or partnership, as the case may be

“Costa Vida Restaurants” — Restaurants featuring Mexican fare with a custom prepared-to-order food
service counter, or any other outlet selling any Costa Vida Products for on- or off-premises
consumption and services, all as designated by us and developed and operated with our approval and
consent, which we, or any of our Affiliates, own, operate or franchise and which use the Marks and
the System

“Costa Vida Products” — Products approved or required by us or our Affiliates for sale at or from
Costa Vida Restaurants, mcluding Mexican and southwestern cuisine, other food items, beverages,
clothing, accessories, and other products approved by us or our Affiliates, provided that we have the
right to modify and/or discontinue the use of the foregoing products at any time and include
additional or substitute products

“Copynights” — Works of authorship and other categories of work entitled to copynight protection that
we license for use in connection with the operation of Costa Vida Restaurants and for which we or
any of our Affiliates claim copyright protection

“Designated Marketing Area” or “DMA” — Each Costa Vida Restaurant shall be assigned to a
particular Costa Vida marketing area based on television market designations which are determined
by the latest TV viewing and other media usage patterns for a particular area Nielsen Media
Research, a leading national media company, studies each county, determines which TV stations are
predominately watched by the people living there, and assigns each county to the DMA from which
the most watched TV stations oniginate Costa Vida Restaurants in each DMA may be assigned to a
specific DMA Marketing Cooperative

“Designated Supplier” — Any supplier, including us, an Affiliate of ours or an independent third
party, whom we authonze to manufacture Proprietary Ingredients and products

“Entity” — A corporation, general partnership, joint venture, limited partnership, limited habihty
partnership, limuted hiability company, trust, estate or other business entity

“Entity Owner” or “Principal Owner” — With respect to an Entity, any shareholder owning directly or
beneficially 10% or more of any class of securities of the Entity, any general partner or co-venturer
n the Entity, any partner 1n a hmted hability partnership or member 1n a limited lhiability company
owning directly or beneficially 10% or more of the ownership interests in the lumited hability
partnership or limited liability company, the trustees or admunistrators of any trust or estate, and any
beneficiary of a trust or estate owning, directly or beneficially, 10% or more of the interests in the
trust or estate If any Entity Owner within the scope of this definition 1s 1tself an Entity (including
an Entity Owner that 1s an Entity Owner because of this sentence), the terms “Entity Owner” and
“Principal Owner” also include Entity Owners and Principal Owners (as defined in the preceding
sentence) m the Entity It 1s the intent of this definition to “trace back™ and include within the
defimitton of Entity Owner and Principal Owner all natural persons owning the requisite interests to
qualify as Entity Owners or Principal Owners

“Immediate Family” — Spouse, parents, brothers, sisters, and cluldren, whether natural or adopted
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“Intellectual Property” — The Copyrights, Marks, Patents and Trade Secrets Also, see “Marks”
below

“Internet” — All communications between computers and between computers and televiston,
telephone, facsimile and similar commumnications devices, including the World Wide Web, proprietary
online services, email, news groups, RSS feeds, and electronic bulletin boards

“Licensed Ingredients” — As defined m Sectton 8 Those ingredients we periodically authorize to be
produced by Approved Suppliers

“LMF” — Local Marketing Fund, as defined in Section 10
“MAC” — The Marketing Advisory Council
“MAF” — The Marketing Administration Fee

“Marks” — Also see “Intellectual Property” above The trademarks, trade names, service marks,
logos and other commercial symbols which we authonize you to use to identify Costa Vida Products
and/or services offered by Costa Vida Restaurants, including the trademarks and service marks
COSTA VIDA™ and COSTA VIDA FRESH MEXICAN GRILL™ and the Trade Dress (defined
below) and the goodwill associated therewith, provided that we have the right to modify and/or
discontinue the use of these trademarks, trade names, service marks, logos and other commercial
symbols and the Trade Dress, and establish, in the future, additional or substitute trademarks, trade
names, service marks, logos, commercial symbols or Trade Dress

“MSA” — A metropolitan statistical area, as determined by the U S Census Bureau
“NMF” — Our National Marketing Fund

“Operating Partner” — The individual you so designate in Exhibit B and any replacement thereof
approved by us

“Operations Manual” — All information for the development, establishment and operation of a Costa
Vida Restaurant which contains any mandatory or suggested standards, specifications or operating
procedures, whether this information 1s communicated 1n writing, electronically (such as in bulletins,
updates, guidelines, newsletters, emails, videotapes, audio tapes, compact discs, computer diskettes,
CD-ROMs, presentations, limited access intranet sites, portable storage media, and alternative or
supplemental means of communicating information by other media), all as supplemented and
amended occasionally, including mformation with respect to traiming, management, quality assurance,
health, safety, recruitment, security, site selection, site approval processes, standards, customer
services, owner’s manuals, tramning manuals, approved suppliers, and operating system manuals

“Owner” — Each person or entity that has a direct or indirect legal or beneficial ownership interest in
you, if you are a business corporation, partnership, limited hability company, or other legal entity

“Patents” — The current and future patents and patent applications, if any, that cover business
methods, processes, products, structures, equipment, and designs that we license for use 1n
connection with the operation of Costa Vida Restaurants

“Personnel” — All persons employed by you in connection with the development, management, or
operation of your Restaurant, including persons in general and district management posttions for your
Costa Vida Restaurants, general managers, prep cooks, assistant managers, team tramners, shift
supervisors, hourly associates, and all other persons who work 1n or for your Restaurant

“Personal Profile” — The personal, financial, business, and other information relating to you and your
Owners set forth 1n our personal profile form(s) which you and your Owners have completed and
submutted to us before or together with the ADA Application

“POS” — Point-of-Sales System
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“Premises” — The location 1dentified 1n Section 2

“Proprietary Ingredients” — As defined in Section 8 All those ingredients we periodically authonze
to be produced by Designated Suppliers

“Reporting Period” — A one week period from 12 00 am, MST on Monday to 11 59 pm, MST on
Sunday

“Restricted Person” — You, each of your Entity Owners, 1f you are an Entity, and the spouses, natural
and adopted children, and siblings of any of you and your Entity Owners

I ¢

“System Standards,” “the System” or “Costa Vida System” — The business formats, signs, equipment,
methods, procedures, designs, layouts, specifications, and arrangements for developing and operating
Costa Vida Restaurants, which include the Marks, Trade Dress, building design and layouts,
equipment, ingredients, recipes, methods of preparation and specifications for authonized food
products, traimng, methods of inventory control and certain operating and business standards and
policies, all of which we may improve, further develop or otherwise modify

“Trade Dress” — The designs, color schemes, decor and 1mages which we authorize you to use in the
development and operation of Costa Vida Restaurants, which we or our Affiliates have the right to
revise and further develop at any time

“Trade Secrets” — Any Confidential Information and other materals or information that creates value
for Franchisor or Costa Vida Restaurants because it 1s not generally known and kept private or
confidential

“Transfer of the Development Rights” — or sumilar words — The voluntary, involuntary, direct or
indirect sale, assignment, transfer, license, sublicense, sublease, collateral assignment, grant of a
secunity, collateral or conditional interest, inter-vivos transfer, testamentary disposition or other
disposttion of this Agreement, of any interest in or right under this Agreement, or any form of
ownership interest in Area Developer, revenues or mcome of your Restaurant including (1) any
transfer, redemption or 1ssuance of a legal or beneficial ownership interest in the capital stock of,
membership of, or a partnership interest in, Area Developer or of any interest convertible to or
exchangeable for capital stock of, membership of or a partnership interest in, Area Developer, (2)
any merger or consolidation Area Developer, whether or not Area Developer 1s the surviving entity,
(3) any transfer 1, or as a result of, a divorce, mnsolvency, corporate, limtted liability company or
partnership dissolution proceeding or otherwise by operation of law, (4) any transfer upon death of
Area Developer or the death of any Principle Owners of Area Developer by will, declaration of or
transfer in trust or under the laws of interstate succession,

‘Transfer the Francluse” — or similar words — The voluntary, involuntary, direct or indirect sale,
assignment, transfer, license, sublicense, sublease, collateral assignment, grant of a secunty, collateral
or conditional interest, inter-vivos transfer, testamentary disposition or other disposition of this
Agreement, of any 1nterest in or right under this Agreement, or any form of ownership nterest in you
or the assets, revenues or income of your Restaurant including (1) any transfer, redemption or
issuance of a legal or beneficial ownership interest mn the capital stock of, membership of, or a
partnership interest 1, you or of any interest convertible to or exchangeable for capital stock of,
membership of or a partnership interest 1n, Franchisee, (2) any merger or consolidation between you
and another entity, whether or not you are the surviving entity, (3) any transfer in, or as a result of, a
divorce, mnsolvency, corporate, limited lhiability company or partnership dissolution proceeding or
otherwise by operation of law, (4) any transfer upon your death or the death of any of your Principle
Owners by will, declaration of or transfer in trust or under the laws of interstate succession, or (5)
any foreclosure upon your Restaurant or the transfer, surrender or loss by you of possession, control
or management of your Restaurant

“Your Restaurant” — The Costa Vida Restaurant operated by you under this Franchise Agreement
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2 GRANT OF RIGHTS

A GRANT OF FRANCHISE

You have applied for the right to own and operate a Costa Vida Restaurant (the “Restaurant™) at
and only at, the following location [address] located within the Protected
Area, as defined in the Site Selection Addendum, attached hereto as Exhibit H (the “Premises™) Subject to
the terms and conditions of thus Agreement, we grant you a non-exclusive right to operate your Restaurant at
the Premses and to use the Marks in the operation of the Restaurant in accordance with the System
Standards (the “Franchise”) During the Imtial Term, as defined 1n Section 2B below, the Company will not
operate (directly or through an Affiliate), nor grant to another person the night to operate, any Costa Vida
Restaurants located within one mule of the Premuses, or as otherwise defined n the Site Selection Addendum
attached as Exhibit H

Notwithstanding the foregoing, we have the night to operate (directly or through an Affiliate), and to
grant to others the right to operate, within the Protected Area and elsewhere (1) Costa Vida Restaurants or
other retail food establishments using any part or all of the System Standards and/or Marks that are (1)
located within retail outlets, grocery stores, supermarkets, and other channels of distribution (including
wholesale distribution of food products or merchandise to restaurants, supermarkets, grocery stores, caterers,
Internet, catalogs, and other outlets), or (1) located at transportation facilities (such as arport facilities, inter-
MSA train and/or bus stations, turnpikes, or other hmited access highway rest stops), colleges, universtties,
sports arenas and entertainment facilities, where any locations or 1ts food operations are controlled by a third
party or 1n our judgment should be operated by a third party (collectively “Special Locations™), or (i)
mobile Restaurant, namely, located in a motor vehicle such as a truck, van or similar motonized vehicle, and
(2) retail food estabhishments (including other non-Costa Vida restaurants) that we purchase that are part of
another franchise system or chain, regardless of whether any or all of them are converted to Costa Vida
Restaurants or continue to be operated independently

You have no night to construct or operate any additional, expanded or modified facilities on the
Premuses, nor any right to construct or operate a Costa Vida Restaurant at any location other than at the
Premuses In addition, you have no night to sublicense pursuant to this Agreement

Notwithstanding the foregoing, if your Restaurant 1s to be operated in a shopping center or mall, you
shall have exclusive rights to operate a Costa Vida Restaurant within that shopping center or mall during the
term of this Agreement

B INITIAL TERM

The mitial term of this Agreement will be ten years, commencing on the date of this Agreement (the
“Imtial Term”) This Agreement may be renewed as provided m Section 2C This Agreement may be
terminated before expiration of its term 1f (1) the lease or sublease of the Premises 1s terminated, or you
otherwise lose the rights to occupy the Premuses, or (11) this Agreement 1s otherwise terminated 1n accordance
with Section 14 References in this Agreement to the “Term” of thus Agreement mean the tial term and
any renewal term

C RENEWAL

If you are not 1n default at the time of exercise of a renewal option and at the time the prior term
expires, you shall have the nght, subject to the conditions contained 1n this Section, to renew this Agreement
for your Restaurant on the terms and conditions of our then-current form of the Franchise Agreement, for an
additional 10-year term, 1f upon expiration of the Term

0] You give us wntten notice of your desire to renew your Agreement not less than six
months nor more than twelve months before the expiration of the Agreement,
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(u) You sign our then-current form of Franchise Agreement, which may include different
Royalty Fees and marketing fees, other fees and charges, and changes in performance cnterta and 1n
other terms and conditions, and our then-current Renewal Rights to this Franchise Agreement, which
shall, among other things, establish that the Franclise Agreement 1s for a renewal term with no
additional renewal nights, and contain a general release of any and all claims against us or our
Affihates and our and their respective officers, directors, attorneys, shareholders and employees,

(1) At our request, you refurbish, remodel, redecorate, and renovate your Restaurant at
the commencement of the renewal term to meet our then-current System Standards, including designs
and service systems, trade dress and our then-current site critena,

(v) You have complied with all of the material terms and conditions of this Agreement
or any other agreement between you and us during the imtial term, and you and your Owners have
been 1n substantial compliance with this Agreement throughout the Term,

) All monetary obligations owed by you to us, our affihates or your suppliers or
creditors, whether pursuant to this Agreement or otherwise, have been satisfied before renewal, and
have been paid 1n a timely manner throughout the Term, and

(v1) You have the right to continue to lease or own the location of the Premises for the
duration of the renewal term

If you have the nght to renew, you must pay a renewal fee at the end of the Initial Term equal to the
greater of the then-current 1mitial franchise fee being charged by us, less the amount you paid to us as
an nitial fee when you purchased your franchise, or $7,500 We retain the right to change your fee
for any renewal of your Agreement

We will give you notice, not later than 60 days after receipt of your election to renew, of our
decision whether or not you have the nght to renew this Agreement pursuant to this Section 2C

Failure by you (and your Owners) to sign these agreements and releases within 30 days after delivery
to you shall be deemed an election by you not to renew the franchise for your Restaurant

D OuR RESERVATION OF RIGHTS

Except as otherwise expressly provided in this Agreement, we and all of our Affiliates (and our
respective successors and assigns, by purchase, merger, consolidation, or otherwise) retain all of our nights
and discretion with respect to the Marks, the System, and Costa Vida Restaurants anywhere 1n the world, and
the right to engage 1n any business whatsoever, including the right to (1) operate, and grant to others the
nght to operate, Costa Vida Restaurants at locations and on terms and conditions as we deem appropriate
(you acknowledge that these Costa Vida Restaurants may be wn direct competition with your Restaurant,
without regard to any adverse effects of these activities on your Restaurant and without any obligation or
liability to you), (2) sell any products or services under any trade names, trademarks, service marks or trade
dress, including the Marks, through other channels of distribution (1ncluding wholesale distribution of food
products and merchandise to restaurants, supermarkets, grocery stores, caterers, Internet, catalogs, and other
outlets), and (3) operate, and grant to others the night to operate, retail food establishments (including other
non-Costa Vida restaurants) identified by trade names, trademarks, service marks or trade dress, other than
the Marks, pursuant to these terms and conditions as we deem appropriate You acknowledge and agree that,
except as expressly provided to the contrary 1in Section 2A hereof, your nghts hereunder shall be non-
exclusive You waive, to the fullest extent permutted under law, all claims, demands or causes of action
anising from or related to any of the foregoing activities by us or any of our Affilates

3 DEVELOPMENT AND OPENING OF THE RESTAURANT

A SITE SELECTION
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We will furmsh you with our standard site selection criteria and assistance for Costa Vida
Restaurants, as we periodically may establish and modify You may also at times, and at our discretion, be
required to utilize the services of an Approved Supplier, to assist you n ascertaiming the most viable site for
your Costa Vida Restaurant We may also provide such on-site evaluation of sites proposed pursuant hereto
as we deem necessary or appropriate If we deem it necessary to provide an on-site evaluation of the
proposed site, you must coordinate and arrange for the visit by our representative, agent or Approved
Supplier and may be required to pay the related travel expenses These expenses may include airline and
other transportation costs, meals, lodging and salaries

You must lease, sublease or purchase the Premuses within 120 days after signing the Agreement We
must approve the terms of any lease, sublease or purchase contract for the Premuses, and you must deliver a
copy to us for our approval before you sign 1t You agree that any lease or sublease for the Premuses must,
mn form and substance be satisfactory to us, and 1t must include all of the provisions set forth on Exhibit D
You may not sign a lease, sublease or purchase contract or any modification thereof without our written
approval Our approval of the Premses 1s based upon, and made 1n rehiance of, mformation you furmsh and
representations you make to us (all of which we assume you have carefully and fully considered m proposing
the Premuses to us) with respect to the size, appearance and other physical characteristics of the Premuses,
photographs of the Premises, and demographic charactenstics, traffic patterns, competition from other
businesses 1n the area and other commercial charactenistics (including the purchase price, rental obligations,
and other lease terms) Our approval of the Premuses, lease, sublease, or purchase contract, and any
information communicated to you regarding the Premuses do not constitute an express or implied
representation or warranty of any kind, including, but not limuted to, its fairness or as to the switability of the
Premsses for a Costa Vida Restaurant or as to your ability to comply with the terms of the lease or for any
other purpose Our approval of the Premises, lease, sublease or purchase contract indicates only that we
believe that the Premuses falls within our criteria as of the time period encompassing the evaluation We do
not, by virtue of approving the Premuises, lease, sublease or purchase contract, assume any hability or
responsibility to you or to any third parties You acknowledge that you have the sole responsibility for
obtaing the advice of your own professional advisors before you lease, sublease, or purchase the Premises

Upon subnussion of a proposed site for the Restaurant, you agree that you may be required to pay to
us or our Designated Supplier (which may be an affihiate) a lease review fee that 1s 1n the amount equal to
the market rate for similar services as determined by us If we choose to collect this lease review fee, we
may determune a separate and higher fee for a full lease review versus a cursory review (if the lease already
meets certain critena) ("Lease Review Fee"™) The Lease Review Fee pays the expenses incurred by us to
review and (if we so choose) to negotiate certain provisions of the lease You agree that you are not a third-
party beneficiary of the lease negotiation or review You agree that any Lease Review will not constitute an
express or implied representation or warranty of any kind, as to its faimess or as to the suitability of the
Lease for a Costa Vida Restaurant or as to your ability to comply with the terms of the lease or for any other
purpose You agree that we do not guarantee that the terms, including rent, will represent the most favorable
terms available 1n that market We may charge you only one (1) Lease Review Fee unless you refuse to or
do not sign a lease that we have certified as acceptable for the Restaurant, and we then are required to
engage n one or more additional lease reviews for the Restaurant, in which case you may have to pay us or
our Designated Supplier a Lease Review Fee for the first lease review as well as an additional Lease Review
Fee for each additional lease review

If a site for your Restaurant has not been agreed upon by the Parties by the time this Agreement 1s
signed, we will approve a site for your Restaurant in accordance with the provisions found wn this Section 3A
and you must sign and comply with the Site Selection Addendum attached as Exhibit H

1) You must submut to us, 1n accordance with procedures we periodically establish, a
complete site proposal form, (the “Site Proposal Package”), containing demographics information,
traffic patterns, access, visibility, location of other retail food establishments (including other Costa
Vida Restaurants) and size, condition, configuration, appearance and other physical characteristics of
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the site and all other information that we reasonably require for each site for a Costa Vida Restaurant
that you propose to develop and operate and that you 1n good faith believe to conform to our then-
current standard selection cnteria for Costa Vida Restaurants,

2) We will approve or reject each site for which you submit to us a complete Site
Proposal Package in accordance with Section 3A(1) and, if we approve the site, we will do so by
delivering our standard Site Approval Letter Our Site Approval Letter, duly signed by us, 1s the
exclusive means by which we approve a proposed site, and no other direct or indirect representation,
approval or acceptance, whether 1n writing or verbally, by any of our officers, employees or agents,
shall be effective or bind us We will use all reasonable efforts to make a site approval decision and,
if the site 1s approved, deliver a Site Approval Letter to you within 30 days after we receive the
complete Site Proposal Package and any other matenals we have requested In deciding whether to
approve or reject a site you propose, we may consider these factors as we, in our sole discretion,
deem appropnate, including the general location and neighborhood, demographics information, traffic
patterns, access, visibility, location of other retail food establishments (including other Costa Vida
Restaurants) and size, condition, configuration, appearance and other physical characteristics of the
site Neither our approval of a proposed site, nor any information communicated to you regarding
our standard site selection criteria or your proposed site or the advise or recommendation of any
Approved Suppliers constitutes a warranty or representation of any kind, express or implied, as to the
suitability of the proposed site, but merely sigmfies that we are willing to grant the nght to a
franchise for a Costa Vida Restaurant at that location i accordance with the terms of tlus
Agreement Your decision to develop and operate a Costa Vida Restaurant at any site 1s based solely
on your own independent investigation of the suitability of the site for a Costa Vida Restaurant In
constderation of our approval of a proposed site, you and your Owners agree to release us, and our
Affilates, shareholders, members, officers, directors, employees, agents, successors and assigns from
any and all loss, damages and lability arising from or in connection with the selection and/or
approval of this site for the development of a Costa Vida Restaurant

3) You must provide any other information or materials as we may require, such as a
letter of intent or other document which confirms your favorable prospects for obtaining the proposed
site

B ACQUISITION OR LEASE OF PREMISES

Unless you own the Prenuses, you must obtain any necessary lease or sublease for the Premses

Unless we otherwise agree m writing, we will not assist you 1n the process of obtaining and/or negotiating a
lease or sublease for the Premises In any event, you must obtain our approval of the terms of the lease or
sublease, or purchase contract or any modification thereof, for the Premises before your signing of the lease
or sublease You agree not to sign a lease or sublease which we have disapproved, and you must deliver a
copy of the signed, approved lease to us within five days after its signing You agree that any lease or
sublease for the Premuses must, in form and substance satisfactory to us, include all of the provisions set
forth on Exhibit D, unless otherwise approved by us You agree to indemmfy and hold us and our Affihates
harmless from any breach of the lease even though we or one of our Affiliates may elect to assume the lease
upon your termination

If you, one of your Owners, or one of your Affiliates at any time owns the Preruses, you must
immediately notify us and we may require that you or thus Owner or Affiliate (1) enter into an agreement
with us 1n recordable form granting us the right and option, in the event of a termunation (for whatsoever
reason) of the Franchise Agreement, to lease the Premuses at farr market rental rates for a term
cotermtnuscoterminous with the term of the Franchise Agreement for these Premuses, or (2) enter into a
prime lease with us at fair market rental rates for a term coterminus with the term of the Franchise
Agreement for these Premuses and a sublease with us on the same terms as the prime lease The prime lease
and sublease referenced 1n the preceding sentence shall be on the then-current lease and the sublease forms
used by us
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If the lease for your Restaurant 1s terminated, at no fault of Franchisee, before the end of the Term,
you may move your Restaurant to another location chosen mn accordance with our site evaluation and
approval process found 1n Section 3A The new location (1) must be in the original Restaurant’s Protected
Area, as deternuned by us, and (2) may n no case infringe upon a franchise agreement or other agreement
applicable to another Restaurant

If you lose possession of your Restaurant’s Premises because the lease expired by 1its terms, or on
account of condemnation or eminent domain proceedings, you must inittate the relocation procedure in time
to lease, build-out and open your Restaurant for business within 60 days after the original Restaurant closes
If your lease 1s termunated on account of a fire or other casualty, you must imtiate the relocation procedure m
time to lease, build-out and open your Restaurant for business within 120 days after the lease for the original
Restaurant terminates

C DEVELOPMENT OF THE RESTAURANT

You must construct and develop the Restaurant and pay for all expenses associated with 1t and for
compliance with the requirements of any applicable federal, state, or local law, code or regulation, including
those concermng the Americans with Disabilities Act (“ADA”) or simular rules govermng public
accommodations for persons with disabilities Once you have executed your lease for the premises, weyou
will obtain the building design from your landlord and subant—ts—design—to—ourKitchenRestaurant
Bestgner—@nee—t-he—Des-lgﬂefhave your architect do a site survey to verify dimensions, from which a floor
plan will be created Once your architect has prepared the operational concept design of the Restaurant (the

Desrg&Floor Plan”) accordmg to our spec1ﬁcat10ns we—wﬂ#submﬁ—dae—Des*ga—aﬂd—speeiﬁe{meﬂs—te—e&r

5 £ e;,—©6 2 £

subﬁn&eﬂe—anﬂfemteet—ehesen—by—yeu—aad—e-ppfeved—by—&syou w111 send the ﬂoor plan to us for review If

the floor plan 1s approved, it will be sent back to your architect who will begin a full-set of plans If there
are changes to the Floor Plan, we will highlight those changes and send them back to your architect to
incorporate into the Floor Plan Once the changes have been incorporated, your architect will send back the
Floor Plan to us for final review and sign-off We will send the revised approved plan back to your architect
to _complete a full-set of plans  You or your architect must send a full set of plans to us upon
completion/prior to construction beginmng It will be your responsibility to assure compliance with the
requirements of any federal, state, or local laws, codes or regulations You must modify the Design to ensure
that 1t and all specifications comply with all applicable ordinances, building codes and permit requirements
and any lease requirements and restrictions Onee—we—reeetve—We will submit the floor plan and
specifications to our vendors for bidding on the furmture, fixtures, equipment and siga-bidssigns  We will
gather the quotes from the vendors and compile a summary and email 1t along with the complete bids to your
attention Once you are ready to purchase your furmture, fixtures, equipment, and signs, we will request a
deposit invoice from each vendor and forward theseit to you for payment directly to the vendor You will
have 530 days to pay te—the amount contained n the blds in accordance with ensthe vendor’s instructions;
ek e : A i be—patd We shall have the nght to
supervnse and mspect all construction to ensure that all 1S proceedmg as set out in the Design and
spectfications You are not authorized to make any changes to the Design and/or specifications without our
approval

We will furmsh gwdance to you 1n developing the Premuses as we deem appropriate  We may
periodically inspect the Premises dunng 1ts development We do not, by securing bids from our vendors,
providing to you your Design and/or specifications or ispecting the Preruses, assume any lability or
responsibility to you or to any third parties These approvals and spections shall be solely for the purpose
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of assuring compliance with our standards and shall not be construed as any express or implied
representation or warranty that your Restaurant complies with any applicable laws, codes or regulations
(including the ADA or any other federal, state, or local law or ordinance regulating standards for the access
to, use of, or modifications of buildings for any by persons whose disabilities are protected by law) or that
the construction thereof 1s sound or free from defects The Design and all prototype and modified plans and
specifications for your Restaurant remain our sole and exclusive property, and you may claim no interest

Without limiting the foregoing, you will do or cause to be done the following with respect to
development of the Restaurant (1) obtamn all required construction and sign permits and licenses, (2)
complete the construction of all required improvements to the Premises and decorate the Premuses, (3)
purchase and install all fixtures, furmishings, equipment, signs, and the opening food and beverage inventory
and operating supplies and other matenals from sources approved or designated by the Company, and (4)
obtain all required financing in connection with development of the Restaurant You must complete
development of and have the Restaurant opened to the public within 180 days after the Company gives its
approval of the Premuses and all required construction permuts and licenses Failure to timely open shall
subject the Franchise Agreement to termination under Section 14 If you have not obtained legal possession
of the Premises within 90 days of the date of Site Approval Letter, we have the right to retract this approval
You acknowledge and agree that your Costa Vida Restaurant must be open and operating within 300 days
after you sign this Agreement You must start construction of your Restaurant within 60 days after you have
leased, subleased or acquired the Premises You must employ a general contractor acceptable to us  You
must procure all applicable constructton insurance in amounts and coverages acceptable to us You must
open your Restaurant within 10 days after the date construction 1s completed and all necessary approvals
have been obtained Any extensions of tume are subject to our approval, which we may withhold at our
discretion  You must provide us with weekly progress reports during the construction phase These visits
shall be at our expense, except for visits made upon your request, which shall be at your expense

The requirement to complete construction of your Restaurant includes obtaining all required
construction and occupancy licenses and permuts, developing the Premises (including all outdoor features and
landscaping of the Premuses), installing all required fixtures, furnishings, equipment and signs, and doing all
other things as may be required pursuant to this Agreement or by practical necessity to have your Restaurant
ready to open for business Your Restaurant may not be opened for business until we have notified you that
your Restaurant meets our requirements for opening At the time the construction is completed, you must
comply with the following requirements

€)) You must obtain all permits and certifications required for the lawful operation of
your Restaurant, including a certificate of occupancy and health permits  You must certify in writing
that all these permits and certifications have been obtained, or submit copies of these permuts and
certificates to us  You understand and acknowledge that we will not approve your Restaurant to be
open for business until you certify m wnting that all permuts necessary for operation of your
Restaurant have been received A copy of the Certificate of Occupancy will need to be sent to us

2) You must notify us of the date of completion of construction You understand and
acknowledge that you may not open the Restaurant for business unless you receive express written
authorization from us 1n our standard Opening Approval Letter You further acknowledge and agree
that our authonzation to open will be conditioned upon your strict comphance with the specifications
of the approved final plans and with the System Standards

Following the opening of your Restaurant, you have 60 days to provide us with a complete and full
detailed statement of construction costs n a format prescribed by us You must sign verification that the
information 1n this statement 1s complete and accurate

Notwithstanding anything to the contrary contained in this Section 3C, you shall not be deemed to be
in breach of tlus Sectton 3C if your failure to start construction, finish construction or open your Restaurant
as provided above results solely from windstorms, rains, floods, earthquakes, typhoons, tsunamis, mudslides,
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fires, other natural disasters, or terronist acts Any delay resulting from any of these causes shall extend
performance accordingly, in whole or part, as may be reasonable, except that no such causes shall extend
performance more than 90 days without prior wntten consent, which consent may be withheld n our sole
discretion

If, after you open, your Restaurant i1s damaged or destroyed by windstorms, rains, floods,
earthquakes, typhoons, tsunamus, mudshdes, fires, other natural disasters, or terrorist acts, or if you are
required by any governmental authority to repair or reconstruct the Premises, you must repair or reconstruct
the Restaurant in accordance with our then-current design standards This repair or reconstruction must be
completed within a reasonable time 1n light of the circumstances If the repairs or reconstruction cannot be
completed within 90 days after the damage or destruction, then you will have 30 days after this event in
which to apply for our approval to relocate your Restaurant or for additional time to reconstruct the
Restaurant This approval will not be unreasonably withheld, but may be conditioned upon the payment of
an agreed munimum royalty while your Restaurant 1s not 1n operation

D FURNISHINGS, FIXTURES, EQUIPMENT AND SIGNS, DEVELOPMENT SERVICES

You must purchase or lease all required furnishings, fixtures, equipment and signs for your
Restaurant You must purchase, lease, or use 1n the development and operation of the Restaurant only those
brands, types or models of fixtures, furnishings, signs, supplies, services, and equipment and the design,
archrtectural and construction services that the Company has approved As discussed above, we will provide
to you bids from our approved vendors for your furniture, fixtures, equipment and signs Upon receipt by
you of such bids, you will have 30 days to pay the amounts set forth on the bids for your furnishings,
ﬁxtures equlpment and 51gns S—uehYou w1ll need to work w1th each vendor to make the deposit payment

b FRafe her—1 i rtyaccording to the

1nd1v1dual vendor s payment terms Once yeu-r—payment sshas been been recelved—aﬁaﬂgemeﬂ%s—ml-l—be—maée—te
pay—the-respeetive by the vendors, aad%e—a#%s@me&%hea%&e—begn%ée#we&a&d—ms@aﬂaﬂe&eﬂaﬂ—weh
ﬁea%s—per—yea—r—eeast-me&en—sehedtﬂethe lead time for procuring your items will begin  No vendors will order

or ship any furmishings, fixtures, equipment or signs until payment has been received You will be hable for
any and all sales tax associated with the purchase or lease of such items Occastonally, we may modify the
list of approved types, brands, models and/or suppliers, and you may not, after receipt of notice of this
modification, reorder any type, brand or model from any suppler that i1s no longer approved After your
Restaurant opens, you agree not to alter 1ts fixtures, equipment, signs, or furniture without our express prior
written approval

You further agree to place or display at the Premuses of the Restaurant only such signs, emblems,
lettering, and logos that are periodically approved in writing by the Company You must display in your
Restaurant all (1) product identification matenals, (2) pomt-of-purchase promotional materials, (3)
promotional memorabilia, merchandise and prizes, and (4) other advertising and marketing materials we
provide you pursuant to Section 10 for use by Restaurants

In operating your Restaurant, you must purchase and use the number of electronic cash registers and
other point-of-sale equipment necessary for the size of your Restaurant We may require that you purchase a
particular brand or model of electronic cash register or other point-of-sale equipment, and any electromc cash
register or pomt-of-sale equipment that you use must be capable of collecting and generating sales data,
category totals, transactton count totals and other information we periodically may reasonably require You
must record all sales on computer-based cash registers which are fully compatible with our computer systems
and which include a seamless information interface capability of fully integrating electronically into our
centralized computer system You must purchase or lease, at your expense, POS/Computer hardware and
software systems and install a dedicated analogue telephone line for service support and optional polling
services, power lines, modems, printers, routers, network cards, and other computer-related accessortes and
peripherals as may be required for a standard interface, for the purpose of, among other functions, the
recording and transmussion of financial and customer data to centralized data collection systems We may
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require you to use proprietary software and other computer systems which we periodically may prescribe,
and you must promptly sign agreements and/or pay fees as may be required to integrate enterpnise tools and
procedures

You acknowledge and understand that we may transfer data and information from your Restaurant’s
POS and other systems via a remote-access web-based program, Internet, the Franchise Website, or other
types of electronic data transfer (“Polling”) You acknowledge that we have the night to Poll at any time, at
our sole discretion, and you must set up your systems to maintain and facilitate this Polling You
acknowledge and agree that we have the right to review your sales numbers on a daily basis or as frequently
as we deem appropriate

You must provide assistance as may be required to connect your Restaurant’s POS/Computer system
with our centralized computer systems We shall have the night to periodically retrieve this data and
information from your computer system deemed necessary or desirable, and you must fully cooperate with
these efforts In view of the contemplated interconnection of computer systems and the necessity that these
systems be compatible with each other, you agree that you will comply strictly with all defined standards and
specifications for items associated with your computer system

To ensure operation efficiency and optimum communication capability among computer systems
mnstalled at Costa Vida Restaurants, you agree, at your expense, to keep your computer systems m good
maintenance and repair, and to promptly install these upgrades, additions, changes, modifications,
substitutions, and/or replacements of hardware, software, data connectivity, electrical power, and other
computer-related facilities, as we direct

You must upgrade or replace financial and inventory data processing and communications systems,
including the POS and back office computer system_to conform with current secunty requirements and
system upgrades, whenever we require it and you acknowledge that we have no obligation to assist you n
obtaiming hardware, software, or related services There are no contractual lumts on the frequency or cost of
your obligation to obtain these upgrades

You recognize and acknowledge that we have the rnight to require you to modify or discontinue use
of the POS or any of 1ts functions if we determine that 1t becomes advisable at any tume In this case, you
must comply with our directions to modify or discontinue the use of the POS or any of its functions or use a
new POS or specific POS function within a reasonable time after notice from us  You acknowledge that you
must bear all costs and expenses applicable to your Costa Vida Restaurant should we decide to modify the
POS or adopt a new POS  Additionally, you must bear all costs and expenses related to any on-going POS
functions or modules, service, mamtenance or support fees We will have no liability or obligation
whatsoever with respect to any required modification or discontinuance of the POS or the installation,
traiming, and use of a new POS Also, we are not obligated to reimburse you for any loss of goodwill
associated with any modification or discontinuance of the POS or the installation and use of a new POS or
for any expenditure made by you to train your Restaurant staff on the new POS

You must purchase, install and begin using any required POS, computer hardware and software in
your Restaurant within 60 days of our notice to you We have the nght to require you, at your sole expense
to upgrade any required computer hardware and software, once established, to meet our then-current
standards and specifications

E RESTAURANT OPENING

You will prepare and furmish to the Company an opeming advertising and promottonal plan and
budget for the Restaurant which will contain a plan and budget for publicity, advertising, promotion, staffing,
decoration and operation during the Opening Period (“Grand Opening Plan”) You must submit a Grand
Opening Plan (including the budget) to us for approval at least 90 days before your Restaurant’s targeted
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opening date You must use the types of advertising media specified in the Grand Opening Plan and the
Operations Manual You must spend not less than Ten Thousand Dollars ($10,000) for advertising and
promotton of the opening of the Restaurant (the “Grand Opening Expenses ) The Grand Opening Expenses
will be for materials and marketing services expenses—such as media costs—and will not include staffing,
discount or food costs You must submit proof of then current advertising and marketing expenditures to us
10 days before the opening of your restaurant and again 60 days after opening Your Grand Opening Plan
must be implemented 60 days before your Restaurant’s targeted opening date and for 60 days following the
commencement of the Restaurant’s operation In our sole and absolute discretion, we may require that you
pay to us or to an account designated by us the amount of $10,000 any time after minety (90) days prior to
your scheduled opening date for the purpose of ensuring and verifying the implementation of the Grand
Opemnng Plan and the proper use and payment of the Grand Opening Expenses in accordance with our then
current policies and procedures

If you request that one or more of the Company’s personnel or 1f you (or any of your Affiliates) have
not previously owned or managed a Costa Vida Restaurant, we will provide you with opening operational
assistance as we deem appropriate to assist you in starting your operations, including on-site opening
assistance, as scheduled by us You may be required to pay for the expenses of personnel, including airline
and other transportation costs, meals, lodging and salaries

4 TRAINING AND GUIDANCE

A TRAINING

Upon signing your Franchise Agreement, you and/or your Operating Partner, General Manager, Prep
Cook/Kitchen Manager, or any of your designated Personnel must successfully complete the appropriate
certified tramming programs before opening your Restaurant Thereafter, any person who replaces your
Operating Partner, General Manager, Prep Cook/Kitchen Manager, or any other tramned Personnel must
successfully complete the appropriate certified training program before assuming the particular position We
may require you (or your Operating Partner) and other Personnel to attend and successfully complete
periodic or additional training programs

We provide mandatory certified traiming for you and/or Operating Partner, General Manager, Prep
Cook/Kiatchen Manager, and other necessary Personnel as part of the imtial franchise fee described below, at
our trainng facility or corporate-affiliated Restaurant in Utah County, Utah, or at another facility that we
designate Currently, we are not charging a fee for attendance at any training programs However, we reserve
the nght to charge a tuition or training fee for each additional Operating Partner, Entity Owner, restaurant
manager, or preparation manager that attends any tramming programs in the future Each mitial restaurant
General Manager and Prep Cook/Kitchen Manager must successfully complete a Costa Vida certification test
at the end of the tramning period If the General Manager or Prep Cook/Kitchen Manager does not pass the
training then they are not able to open If they run their restaurant with an uncertified General Manager or
Prep Cook/Kitchen Manager, they would be in breach of their Franchise Agreement You are responsible for
all compensation and expenses (including training matenals, travel, meals, lodging and incidental expenses)
for you and your trainees during these training programs You must immediately replace any mdividual who
fails to successfully complete any traming program This replacement personnel must also successfully
complete the tramning program

Subsequent managers and preparation cooks will also be required to satisfactorily complete all phases
of our training program Under no circumstances shall you permit management of the Restaurant by a person
who has not completed all phases of our training program to our satisfaction We have the night to charge a
fee for the training for subsequent managers, which you must pay at least 10 days before beginning of
training

In addition to this training, 1f this Agreement pertains to the opening of your first Costa Vida
Restaurant, we will provide you at your option with at least one Costa Vida certified trainer selected by us
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for on-site training associated with its opening We will not charge you a training fee for this assistance, but
we may require you to pay for the tramer or trainer’s salary, reasonable living expenses and transportation
costs duning this on-site traiming period

We may periodically require or permut you to implement, at your expense, programs for the training
of all or some of your Personnel Before traming any of your Personnel, your training programs must be
certified by us as meeting our standards You must periodically obtain re-certification of your training
programs, and we may withhold certification 1f we determune, in our sole discretion, that your training
programs do not meet our standards

B REFRESHER TRAINING

We have the night to require you, your Operating Partner, and/or previously trained and experienced
managers and other employees to attend periodic refresher courses at the times and locations that we
designate We have the nght to charge fees for refresher traiming courses We also may (but are not
required to) make additional training available to you at your request, and may charge a fee for additional
traiming You are responsible for all compensation and expenses (including training matenals, travel, meals,
incidental expenses, and lodging) for you and your trainees during these traming programs

C HIRING AND TRAINING OF EMPLOYEES BY FRANCHISEE

You must be responsible for all employment decisions with respect to your staff, including hiring,
firlng, compensation, training, supervision and discipline, regardless whether you receive advice from us on
any of these subjects You are required, however, to follow the guidelines provided for this hiring, in the
Operation Manual You may not recruit or hire any person who 1s an employee of ours or of any Costa Vida
Restaurant operated by us, our Affiliates or another franchisee of ours without obtaiming the respective
employer’s consent, which consent may be withheld for any reason Likewise, we may not recrut or hire
any person who 1s an employee of yours or your Affiliates without obtaining the employer’s consent, which
consent may be withheld for any reason You must maintain at all times a staff of employees, who have been
trained pursuant to our guidelines and requirements, sufficient to operate the Restaurant in comphiance with
the System Standards

D GUIDANCE

Although the Company does not have the obligation to do so, the Company may matntain a
continuing advisory relationship with you, including consultation 1n the areas of marketing, Restaurant
operations and customer service The Company may advise you periodically of operating problems of the
Restaurant disclosed by reports submutted to or inspections made by the Company and may furnish to you
guidance 1n connection with methods and procedures used by Costa Vida restaurants, ncluding
improvements and changes to the System Standards This gmdance shall, in the discretion of the Company,
be furnished in the form of the Company’s Operations Manual or business practices for Costa Vida
Restaurants, electronic mail, Costa Vida Intranet site (1e cvfranchise com) costavida net, bulletins, other
written materials, telephone consultations and/or consultations at the office of the Company or at the
Restaurant or by any other means of communications At your request, we may provide special assistance for
which you must pay per diem fees and charges we may establish occasionally

E OPERATIONS MANUAL

We will loan to you during the term of this Agreement one copy of our Restaurant operations manual
(the “Operations Manual”) We have the right, at our option, to furmish or make available to you the
Operations Manual in the form of paper copies, electronic copies on computer diskette or CD Rom, or
electronic copies accessed through the Internet or other communication systems The Operations Manual
contains mandatory and suggested specifications, standards and operating procedures that we prescribe for
Costa Vida Restaurants, and contains information relating to your other obligations under this Agreement
You must comply fully with all mandatory standards, specifications, and operating procedures and other
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obligations contained 1n the Operations Mannal We have the right to modify the Operations Manual 1n the
future to reflect changes 1n the image, specifications, standards, procedures, system, and System Standards
You must keep current the Operations Manual If a dispute develops relating to the contents of the
Operations Manual, our master Operations Manual will be controling The Operations Manual contains
Confidential Information, and you agree not to copy at any tume any part of the Operations Manual, either
physically or electromcally, provided that you may print out one current copy of any Operations Manual that
we provide 1n electronic format and keep 1t at the premuses of your Restaurant If your copy of the
Operations Manual 1s lost, destroyed or significantly damaged, you must to obtain from us, at our then-
applicable charge, a replacement copy of the Operations Manual You agree not to allow unauthorized
persons access to the Costa Vida intranet sites, including the Franchise website — www cvfranchise com (the
“Franchise Website™)

5 THE MARKS

A OWNERSHIP AND GOODWILL OF THE MARKS AND TRADE SECRETS

You acknowledge that the Company and 1ts parent (“Licensor”) are owners of certain rights to the
Marks, that your night to use the Marks 1s derived solely from this Agreement and 1s limuted to the conduct
of business by you pursuant to and in compliance with this Agreement and all applicable standards,
specifications and operating procedures prescribed by the Company pertodically during the term of the
Franchise Any unauthonized use of the Marks by you shall constitute a breach of this Agreement and an
infringement of the nghts of the Company and/or Licensor 1n and to the Marks You acknowledge and agree
that all usage of the Marks by you and any goodwill established by it shall inure to the exclusive benefit of
the Company and/or Licensor and that this Agreement does not confer any goodwill or other interests n the
Marks upon you (except the rnight to operate a Costa Vida restaurant in compliance with this Agreement)
All provisions of this Agreement applicable to the Marks shall apply to any additional proprietary trade and
service marks and commercial symbols authonzed for use by and licensed to you by the Company You
acknowledge that as of the date of the Franchise Agreement, some or all of the Marks may not have been
registered with any state or federal agency You may not at any time during or after the Term contest, or
assist any other person or entity 1n contesting, the validity or ownership of any of the Marks

You hereby acknowledge that Franchisor or one or more of Franchisor's affiliates own and control
the distinctive plan and trade secrets for establishing, operating, and promoting Costa Vida Restaurants and
all related licensed methods of doing business which nclude, but are not limited to, recipes, menu items, and
cooking methods, technical restaurant equipment standards, order and take-out fulfillment methods, customer
relations, marketing techniques, written promotional matenals, Operations Manual, Owner’s Toolkit and
Traiming Program Manual contents, advertising, financial reports, and accounting systems, all of which
constitute trade secrets of these affiliate(s) and may have been licensed to Franchisor, and you acknowledge
that Franchisor and 1ts affiliates have valuable nights 1n and to these trade secrets You further acknowledge
all nnovations, additions, or improvements made to the Marks or System Standards, even 1f by you, shall
belong to Franchisor and 1its affilates

B LIMITATIONS ON FRANCHISEE’S USE OF THE MARKS

You must use the Marks as the sole identtfication of the Restaurant, provided that you are identified
as the independent owner 1n the manner prescribed by the Company You must use only the Marks as we
prescribe 1n connection with your Restaurant and the sale of authorized food products, beverages, and
services You shall ensure that all Copynghts used hereunder shall bear an approprate copyright notice
under the Universal Copyright Convention or other copynght laws prescribed by us Any unauthonized use,
adaptation, publication, reproduction, preparation of derivative works, distribution of copies (whether by sale
or other transfer or ownership, or by rental, lease or lending), or attempts to recreate all or a portion of these
Copyrights shall constitute a breach of this Agreement and an infringement of the nghts of the Company
and/or Licensor 1n and to the Marks and to the Copyrights You may not use the subject matter of any of the
Patents 1n any other manner not expressly authorized by us in writing You must agree to mark all products
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and equipment as directed by us 1n a legible manner 1n some conspicuous place with patent markings in
compliance with the requirements of the United States patent laws You shall not use any Mark (or any
abbreviation, modification or colorable umitation) as part of any corporate or legal business name or trade
name or any Internet-related use such as an electronic media 1dentifier, for websites, web pages or domain
names not expressly authonized by us in wnting, or with any prefix, suffix or other modifying words, terms,
designs or symbols (other than logos licensed to you under this Agreement), or in any modified form or in
any other manner, nor may you use any Mark 1n connection with the sale of any unauthorized product or
service or m any other manner not expressly authorized in writing by the Company You must prominently
display the Marks 1n the manner prescribed by the Company, to give these notices of trade and service mark
registrations as the Company specifies and to obtain these fictitious or assumed name registrations as may be
required under applicable law In addition to all other rights we may have for unauthornized use of the Marks
or the sale of unauthonzed products or services, you must reimburse us for any damages, hability or
expenses wncurred by us arising out of your sale of any unauthonized product or service or for any damages,
hability or expenses incurred by us ansing out of your use of the Marks in an unauthorized manner If any
of the fees payable pursuant to Section 6 are for the right to use the System Standards, these fees are all-
mclusive and are not allocated among any of the various rnights, including the Marks or any components of
the Marks, that compromuse the System Standards

You and your Entity Owners acknowledge that we are the lawful, rightful, and sole owner of
www costavida net domain name and unconditionally disclaim any ownership interest mn that phrase or any
similar Internet domamn name, including www costavida com You and your Entity Owners agree not to
register any Internet domain name n any class or category that contains the words Costa Vida or any
abbreviation, acronym, or vanation of those words

You and your Entity Owners agree to use the Costa Vida Franchise Website, 1n strict compliance
with the standards, protocols and restrictions we include in the Operations Manual You and your Entity
Owners agree to implement all reasonable procedures we periodically prescribe to prevent unauthonized use
and strict comphance with the standards, protocols and restrictions we nclude in the Operations Manual
regarding the use of the Franclise Website among your Restaurant’s Operating Partners, general managers,
assistant managers, prep cooks, and the like

You and your Entity Owners recogmze and understand the crucial importance of a—user’s—not
transmutting a user’s Confidential Information, documents or data via the cvfranchise website or Internet
without first encrypting the transmussion with the encryption program we may either require you to purchase
or approve of your purchase You and your Entity Owners recognize and understand the crucial importance
of a user’s refraining from making derogatory, defamatory, or libelous statements 1n an Intranet or Internet
transmission

C NOTIFICATION OF INFRINGEMENT AND CLAIMS

You shall immediately notify the Company of any apparent infringement of or challenge to your use
of any Mark, or claim by any person of any nights in any Mark, and you shall not communicate with any
person other than the Company and 1ts counsel 1n connection with any infringement, challenge or claim The
Company and/or Licensor shall have sole discretion to take action as it or they deem appropriate and shall
have the right to exclusively control any litigation or U S Patent and Trademark Office proceeding or other
adminstrative proceeding ansing out of any infringement, challenge or claum or otherwise relating to any
Mark You must sign any and all instruments and documents, render assistance and do such acts and things
as may, 1n the opimion of the Company’s or Licensor’s counsel, be necessary or advisable to protect and
maintain the interests of the Company and Licensor in any litigation or proceeding or to otherwise protect
and maintain the interests of the Company and Licensor in the Marks

D INDEMNIFICATION OF FRANCHISEE
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The Company agrees to mndemnify you against and to reimburse you for all damages for which you
are held hable 1n any proceeding arising out of his use of any Mark, pursuant to and in compliance with this
Agreement and for all costs reasonably incurred by you in the defense of any claim or in any proceeding 1n
which you are named as a party, provided that you have timely notified the Company of this claim or
proceeding and have otherwise complied with this Agreement The Company 1s entitled to prosecute, defend
and/or settle any proceeding ansing out of your use of any Mark pursuant to this Agreement, and 1f the
Company undertakes to prosecute, defend and/or settle any matter, we have no obligation to indemmify or
reimburse you for any fees or disbursements of any legal counsel retained by you

E DISCONTINUANCE OF USE OF THE MARKS

If 1t becomes advisable at any time m the Company’s sole discretton for the Company and/or
Franchisee to modify or discontinue use of any Mark and/or use one or more additional or substitute
elements of the Mark due to prionty of use by another party of the same or a confusingly sumlar mark,
and/or use one or more additional or substitute trade or service marks, you must comply within 14 days after
notice by the Company of 1ts modification or discontinuance of any Mark Neither the Company, Licensor
nor any of their Affiliates shall have any liability or obligation whatsoever with respect to any required
modification or discontinuance of use of any of the Marks or the promotion or use of a substitute Mark,
except as otherwise provided 1n Section 5D hereof

6 FRANCHISE FEES

A INITIAL FRANCHISE FEE

You shall pay to the Company a nonrecurring and nonrefundable imtial franchise fee of $30,000
payable when you sign this Franchise Agreement If this Agreement 1s signed pursuant to an Area
Development Agreement, the mitial franchise fee 1s subject to any applicable credit of the area development
fee and 1s payable on signing of this Agreement The mmitial franchise fee shall be fully earned by the
Company

B ROYALTY AND SERVICE FEES (ROYALTY FEES)

During the entire term of this Agreement, you shall pay to the Company a continuing fee equal to a
percentage of the monthly Gross Revenues of the Restaurant (the “Royalty Fee”) as described in this
paragraph You shall pay to the Company a Royalty Fee of 6% of weekly Gross Revenues Payment shall
be due weekly by 5 00 pm, MST, on Wednesday of each week, or as otherwise designated by us, but not
more frequently than weekly (or on such other reasonable date that we shall periodically designate) Any
payment or report not actually received by us on or before this date shall be deemed overdue If any state
mmposes a sales or use tax on continuing royalties, then you must pay for or remimburse us for these taxes
imposed on the Royalty Fee due to us under this Agreement

As set forth under Section 3D, you acknowledge that we have the night to transfer information from
your Restaurant’s POS and other systems via a remote-access, e-mail, web-based programs and protocols,
Internet, the Franchise Website, or other types of electronic data transfer (“Polling™) to determuine your
Restaurant’s Royalty Fee for the previous Reporting Period We have the right to access your Restaurant’s
POS at any time to observe your Restaurant’s Gross Revenues and other financial information, at our sole
discretion, and you must set up your systems to maintain and facilitate this Polling “Gross Revenues” shall
mean the aggregate amount of all sales of Costa Vida Products, and any other items, goods and services
made and rendered 1in connection with the operation of the Costa Vida Restaurant, whether or not these items
are approved for sale from the Restaurant, including sales made at or away from the Premuses of your
Restaurant, whether for cash or credit, but excluding all federal, state or municipal sales, use, or service taxes
collected from customers and paid to the appropnate taxing authority Gross Revenues includes cash, credit,
check, gift certificates, services, property or other means of exchange, whether or not these Gross Revenues
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are denived from the sale of food, beverage, liquor, other goods (other than restaurant) equipment, supplies or
catering services

C INTEREST AND LATE FEES

If any payment 1s overdue, you shall pay to us, in addition to the overdue amount, interest on this
amount from the date 1t was due until paid, at a rate which is stated below or the maximum rate permutted by
law Entitlement to this interest shall be in addition to any other remedies we may have Your failure to
have sufficient funds available 1n the designated account 1n an amount equal to any amount then due or your
failure to pay all amounts when due, constitutes grounds for termunation of this Agreement, as provided 1n
Section 14 and 15, notwithstanding the provisions of this Paragraph To compensate the Company for its
increased administrative costs of handling late payments, the Company shall have the nght to charge a fee of
$100 for each delinquent payment to the Company, due upon making the delinquent payment All Royalty
Fees and advertising contributions, and all other amounts which you owe to the Company shall also bear
mterest after due date at the highest applicable legal rate for open account business credit, not to exceed
15% per month You acknowledge that this Paragraph shall not constitute the Company’s agreement to
accept these payments after same are due or commitment by the Company to extend credit to, or otherwise
finance your operation of, the Restaurant You shall also pay a $25 00 late fee for each delinquent report,
due when the report becomes delinquent and shall incur an additional $25 00 late fee for each period that the
report continues to be delinquent We may require you to pay any and all late fees by way of automatic
withdrawal (ACH) from an account designated by you

D APPLICATION OF PAYMENTS

Notwithstanding any designation by you, the Company shall have the sole discretion to apply any
payments by you to any past due indebtedness of you for Royalty Fees, advertising contributions, purchases
from company, nterest or other indebtedness The Company also has the night to direct the method of
payment of any amounts due to us or our Affiliates from you under this Agreement, including Royalty Fees
due, through payment by automatic withdrawal (ACH) or wire transfer from an account designated by you
All costs and expenses of establishing and maintaiming this designated account, including transaction fees and
wire transfer fees, shall be paid by you You must complete any form necessary to authorize and direct your
bank or financial institutton to pay and deposit any payments due to the Company directly to the Company’s
account The Company’s current form of ACH authorization 1s attached as Exhibit G If payments are made
by automatic withdrawal, you must retain sufficient funds in its account to cover all these withdrawals If
sufficient funds are not available 1n the designated bank account at the time of an electronic transfer to pay
fees that are due to us or our Affiliates, we have the right to charge a service fee, subject to applicable law
Also, as stated in Section 6C, you acknowledge that your failure to have sufficient funds available in the
designated account 1n an amount equal to any amount then due or your failure to pay all amounts when due,
constitutes grounds for termination of this Agreement, as provided 1n Sections 14 and 15, notwithstanding the
provisions 1 Section 6C You agree that you will not withhold payment of any amount due and payable to
us on the grounds that we have not performed any of our obligations under this Agreement

7 YOUR ORGANIZATION AND MANAGEMENT

A ORGANIZATIONAL DOCUMENTS

If you are, or at any time become, a business corporation, partnership, limited hability company or
other legal entity, you and each of your Principal Owners represent, warrant, and agree that (1) you are
duly orgamzed and validly existing under the laws of the state of your orgamzation, and, if a foreign
business corporation, partnership, limited liability company or other legal entity, you are duly qualified to
transact business in the state in which your Restaurant 1s located, (2) you have the authority to sign and
dehver this Agreement and to perform your obligations hereunder, (3) true and complete coptes of the
articles or certificate of incorporation, articles of organization, operating agreement or principles, partnership
agreement, bylaws, subscription agreements, buy-sell agreements, voting trust agreements and all other
documents relating to your ownership, organmization, capitalization, management and control (“Orgamzational
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Documents™) shall be promptly delivered to us for our approval, which approval shall not be unreasonably
withheld, (4) any and all amendments, deletions and additions to your Organizational Documents shall be
promptly delivered to us for our approval, which approval shall not be unreasonably withheld, (5) your
activities are restricted to those necessary solely for the development, ownership and operation of Costa Vida
Restaurants 1n accordance with this Agreement and 1n accordance with any other agreements entered into
with us or any of our Affilates, (6) the articles or certificate of incorporation, articles of orgamization,
operating agreement or principles, partnership agreement or other orgamzational documents recite that the
1ssuance, transfer or pledge of any direct or indirect legal or beneficial ownership interest 1s restricted by the
terms of this Agreement, (7) all certificates representing direct or indirect legal or beneficial ownership
interests now or hereafter issued must bear a legend 1n conformity with applicable law reciting or referring to
these restrictions, and (8) you will deliver to us a Secretary/Clerk’s Certificate or other evidence satisfactory
to us, that the signing, delivery and performance of this Agreement and all other agreements and ancillary
documents contemplated hereby or thereby have been duly authorized by all necessary action by your
corporation, partnership, imited hability company or other legal entity, as applicable

B DiISCLOSURE OF OWNERSHIP

If Franchisee 1s an entity (a corporation, general partnership, jomnt venture, limuted
partnership, limited hability partnership, limited hability company, trust, estate or other business entity), then
Franchisee will complete the Ownership Addendum attached as Exhibit B, which 1dentifies each of its Entity
Owners, and each of 1ts Entity Owners must sign the Company’s then-current form of Personal Guaranty
“Entity Owner” means, with respect to an Entity, any shareholder owning directly or beneficially 10% or
more of any class of securities of the Entity, any general partner or co-venturer n the Entity, any partner n a
himuted hability partnershup or member 1n a hmited hability company owning directly or beneficially 10% or
more of the ownership interests 1n the limited liability partnership or limited hiability company, the trustees
or admumstrators of any trust or estate, and any beneficiary of a trust or estate owning, directly or
beneficially, 10% or more of the interests 1n the trust or estate If any Entity Owner within the scope of this
defimtion 1s 1itself an Entity (including an Entity Owner that 1s an Entity Owner because of this sentence), the
term “Entity Owner” also includes Entity Owners (as defined in the preceding sentence) in the Entity It 1s
the mtent of this definition to “trace back™ and include within the defimtion of Entity Owner all natural
persons owning the requisite interests to qualify as Entity Owners Each of you, your Entity Owners 1f any,
and your and their respective spouses, parents, brothers, sisters, children, whether natural or adopted, and
other members of their immediate household, are considered “Restricted Persons” as this term 1s used
heremn

You and each of your Principal Owners represent, warrant and agree that Exhibit B 1s current,
complete and accurate You agree that an updated Exhibit B will be furnished within 30 days of any change,
so that Exhibit B (as so revised and signed by you) 1s at all times current, complete and accurate Each
person who 1s or becomes a Principal Owner must sign a guaranty in the form we may choose to prescrbe,
undertaking to be jomntly and severally bound by the terms of this Agreement, the current form of which is
attached as Exhibit C Each person who 1s or becomes an Owner, but not a Principal Owner, must sign an
agreement 1n the form we prescribe, undertaking to be bound by the confidentiality and non-competition
covenants contained 1n this Agreement, the current form of which 1s attached as Exlubit F  Each Owner
must be an individual acting 1n his/her individual capacity, unless we waive this requirement

C OPERATING PARTNER/MANAGEMENT OF BUSINESS

If you are, or at any time become, a business corporation, partnership, limited hability company or
other legal entity, you must designate in Exhibit B as the “Operating Partner” an individual approved by us
who must (1) in our discretion, own and control, or have the right to own and control (subject to terms and
conditions reasonably acceptable to us), not less than a 10% interest 1n your equty, (2) have the authority to
bind you regarding all operational decisions with respect to your Costa Vida Restaurant(s), and (3) have
completed our training to our satisfaction
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You (or your Operating Partner) (1) shall exert your full-time and best efforts to the development
and operation of your Restaurant and all other Costa Vida Restaurants you own, and (2) may not engage 1n
any other business activity, directly or indirectly, that requires substantial management responsibility or time
commitments or otherwise may conflict with your obligations hereunder You must provide us with a copy
of any proposed arrangement, agreement or contract, and all amendments, with your Operating Partner for
our prior review and approval, and upon approval thereof, signed copies thereof The agreement should
include a provision that 1if the Operating Partner 1s terminated, for whatever reason, he/she shall not for a
period of two years after thus termunation, recruit or hire any person who 1s an employee of yours, ours, or
any Costa Vida Restaurant operated by us, our Affiliates, or any franchisee of ours without obtaiming the
employer’s consent, which consent may be withheld for any reason We shall have no responsibility,
liability or obligation to any party to any arrangement, agreement or contract, or any amendments, on account
of our approval thereof or otherwise, and you must indemnify and hold us harmless with respect thereto
Your Restaurant at all times must be managed by you (or your Operating Partner) or by an on-site general or
assistant manager, kitchen manager, or a shift supervisor who has completed our training programs to our
satisfaction

D GENERAL MANAGER

The cooking of our meats, marinades, sauces, and other food 1s the core element of our concept As
such, we go to great lengths to ensure the quality and integrity of our fimshed product An essential element
of the Restaurant 1s the selection, traiming, and overall performance of our in-store general managers
Optimum general manager performance requires specialized restaurant leadership in the form of a duly
trained general manager (we provide the appropriate tramning) The general manager dedicates 100% of
his/her time to the management of the Restaurant personnel, including the prep cook To ensure the integrity
and quality of our food, the general manager position must be a full-time position and may not be combined
with a district manager or any other position We may periodically change the orgamzational structure of the
Restaurant, in which case you must adopt the then-current structure

Once you hire your general manager you must inform us in wnting and submut him/her for the
appropriate training If your general manager 1s termunated, for whatever reason, you shall inform us n
writing of his/her status Before his’her employment, you must have himvher sign an agreement that he/she
shall not for a period of two years after this termuination, recruit or hire any person who 1s an employee of
yours, ours, or any Costa Vida Restaurant operated by us, our Affihiates, or any franchisee of ours without
obtaining the employer’s consent, which consent may be withheld for any reason We shall have no
responsibility, lhiability or obligation to any party to any arrangement, agreement or contract, or any
amendments, on account of our approval thereof or otherwise, and you must indemnify and hold us harmless
with respect thereto

E PrEP COOKS/KITCHEN MANAGER

The prep cook 1s also the kitchen manager The prep cook/kitchen manager dedicates 100% of
his/her time to maintaining the quality and consistency of the food He/she 1s also responsible for
participating n hiring, training and managing staff that also are dedicated 100% to food quality control In
addition, the prep cook 1s responsible for maintaining a clean and sanitary prep kitchen and dry storage area
He/she will oversee and guarantee proper food rotation He/she will also need to understand food and labor
costs 1n preparing the food To ensure the integrity and quality of our food, the prep cook/kitchen manager
posttion must be a full-time position and may not be combined with a district manager or any other position
We may periodically change the orgamzational structure of the Restaurant, in which case you must adopt the
then-current structure

Once you hire your prep cook/kitchen manager you must inform us in writing and subrmut him/her for
the appropnate training If your prep cook/kitchen manager 1s termunated, for whatever reason, you shall
inform us 1n writing of his/her status Before hisher employment, you must have him/her sign an agreement
that he/she shall not for a period of two years after this termination, recruit or hire any person who 1s an
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employee of yours, ours, or any Costa Vida Restaurant operated by us, our Affiliates, or any franchisee of
ours without obtaining the employer’s consent, which consent may be withheld for any reason We shall
have no responsibility, iability or obligation to any party to any arrangement, agreement or contract, or any
amendments, on account of our approval thereof or otherwise, and you must indemmfy and hold us harmless
with respect thereto

F STORE ORGANIZATION

Your Restaurant must be staffed with at least one trained general manager, one tramned prep
cook/kitchen manager, and appropnate numbers of assistant managers, shift supervisors, and food prep
personnel so that all shifts are staffed by at least one assistant manager or shift supervisor, unless otherwise
approved by us You may not operate your Restaurant with a smaller comphment without our written
approval You must inform us m wnting of any changes i your general manager and prep cook/kitchen
manager

8 CosTA VIDA OPERATING STANDARDS

A CONDITION OF YOUR RESTAURANT

You must maintain the condition and appearance of your Restaurant consistent, 1n accordance with
the Operations Manual, with the image of a Costa Vida Restaurant as an attractive, clean, and efficiently
operated food service business, and effictent and courteous service You must mamtamn your Restaurant’s
condition and appearance and to make these modifications and additions to 1ts layout, decor, operations, and
general theme as we periodically require, including intertor and exterior repair and appurtenant parking areas,
periodic cleaning of your Restaurant premuses, replacement of worn out or obsolete leasehold improvements,
fixtures and signs and periodic redecorating If at any time the general state of repair, appearance, or
cleanliness of your Restaurant, or its fixtures, equipment, furmiture, signs or utensils, does not meet our
standards, we may notify you and specify the action you must take to correct this defictency If, within 10
days after receiving this notice, you fail or refuse to imtiate the requested action(s), we reserve the nght to
enter the Premises and do this maintenance on your behalf and at your expense You must promptly
reimburse us for this expense We may collect payment for this expense by pre-authorized electronic bank
transfer from your general account

At our request, at least five years after this Agreement becomes effective, you must complete any
renovation, repair, modermzation, and improvement of your Restaurant and 1ts fixtures, equipment, furniture,
and signs as we may deem appropriate This work may mclude, without limitation, replacement or addition
of signs, equipment, furmishings, fixtures, fimshes, and decor items, both intertor and exterior, and redesign
of the layout of your Restaurant, to reflect the then-current design standards and image of a Costa Vida
Restaurant The maximum amount you must spend on this mid-term refurbishment work 1s Ninety Thousand
Dollars ($90,000)

You agree not to make any material replacements of or alterations to the Premuses, leasehold
improvements, layout, fixtures, furmishings, signs, equipment, or appearance of the Restaurant as originally
developed 1n accordance with the plans and specifications furmished by us without prior written approval by
us
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B UNIFORM IMAGE

You agree that your Restaurant will offer for sale food, beverages and other products, services and
merchandise related to the Costa Vida concept that we periodically determine to be appropriate for your
Restaurant unless you receive written authorization to do otherwise You must display in your Restaurant all
(1) product 1dentification materials, (2) point-of-purchase promotional matenals, (3) promotional
memorabiha, merchandise and prizes, and (4) the advertising and marketing matertals we provide you
pursuant to Section 10 for use by Restaurants You further agree that your Restaurant will not, without our
approval, offer any products or services (including promotional 1tems) not then authonzed by us Your
Restaurant may not be used for any purpose, other than the operation of a Costa Vida Restaurant in
compliance with this Agreement You agree that your Restaurant will offer courteous and efficient service
and a pleasant ambiance, consistent with your acknowledgments in Section 1B  You must ensure that all of
your Restaurant’s employees follow our grooming and dress code and wear the Costa Vida umform items, 1n
accordance with the Operations Manual, developed or approved by us You must maintain your Restaurant’s
business hours and days of operation n accordance with the Operations Manual, unless we grant you a
written exception

C PURCHASE OF INGREDIENTS

) Requirement to Purchase Ingredients You acknowledge and agree that the food
products sold at Costa Vida Restaurants are distinctive as a result of being made with gredients
manufactured or produced pursuant to proprietary processes (“Proprietary Ingredients”) and that this
Proprietary Ingredients and the food products into which they are made are all integral components
of the Costa Vida Restaurant franchise and are inextricably interrelated with the Marks and the
System You further acknowledge and agree that the Costa Vida Restaurant franchise could not be
offered efficiently or effectively without the inclusion of the Proprietary Ingredients as an essential
and 1ntegral component of the System You therefore agree to purchase your entire requirements of
Proprietary Ingredients in accordance with the terms of this Section 8C Specifically, you must
purchase exclusively from Designated Suppliers all those Proprietary Ingredients we periodically
authonize to be produced by Designated Suppliers Further, you must purchase from Approved
Suppliers those Ingredients we periodically authorize to be produced by Approved Suppliers
(“Licensed Ingredients™), subject to your right to purchase Licensed Ingredients from Alternative
Approved Suppliers 1 accordance with Section 8C (3) You must conform to mandatory
specifications and quality standards, prepare and offer for sale only food products, beverages, and
other merchandise approved m writing by us, and use only equipment, menus, paper products,
packaging materials, and other supplies approved by us We reserve the nght to designate any
Ingredient or product as a Proprietary Ingredient or as a Licensed Ingredient and the night to
periodically redesignate periodically at our discretion any Proprietary Ingredient as a Licensed
Ingredient and vice versa You acknowledge and agree that Designated Suppliers and Approved
Suppliers have the right to profit from the sale of Ingredients and that we do not act as agent,
representative, or 1n any other intermediary or fiduciary capacity for you in our relationship with any
Designated Suppliers or Approved Suppliers

2) Terms of Sale Provided you and your Affiliates are in comphance with this
Agreement and all other agreements with us and our Affiliates, we will cause Designated Suppliers
and Approved Suppliers to sell reasonable quantities of Ingredients to you 1n accordance with the
terms of this Section 8C (2) We may cause Designated Suppliers to sell to you reasonable
quantities of spices and other products All other Proprietary Ingredients as well as Licensed
Ingredients are sold at prices and on shipping terms periodically established by the supplier,

Designated Suppliers and Approved Suppliers shall not be hable for any delay 1n the dehivery
of spices and other products as a result of any cause beyond their reasonable control Designated
Suppliers and Approved Suppliers may periodically establish policies and procedures for the
allocation and distribution of Ingredients among Costa Vida Restaurants
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3) Purchases from Alternative Approved Suppliers You have the night to purchase
Licensed Ingredients from any alternative supplier approved by us 1n accordance with this Section 8C
(3) and the Operations Manual If you propose to purchase any Licensed Ingredients from any
alternative supplier who 1s not then approved by us, you and the proposed supplier must submut to us
all information that we may request to determune whether or not to approve the proposed supplier
We will have the night to approve or disapprove any supplier, and we may approve a supplier
conditionally In evaluating any supplier you propose, we may, subject to restrictions and conditions
to protect our trade secrets, Confidential Information and processes, disclose to this proposed supplier
applicable standards, specifications, ingredients, recipes, processes, equipment and procedures for the
item 1n sufficient detail to enable the proposed supplier to demonstrate its capacity and capabilities to
supply the items 1n accordance with our requirements with respect thereto  Withun 120 days after we
recerve all requested information, we will communicate to you in wnting our decision to approve or
disapprove your proposed supplier We will evaluate proposed altemative suppliers on their ability
to comply with applicable standards, specifications, Ingredients, recipes, processes and procedures, as
well as their use of approved equipment, and we will only approve those proposed alternative
suppliers that meet our high standards You must notify us at least 30 days in advance before you
first start purchasing any Licensed Ingredients from any alternative supplier who 1s already approved
by us We may disapprove any suppher who we previously approved, and you may not, after receipt
of notice disapproval, reorder from any supplier we have disapproved

We may prescribe procedures for the submussion of requests for approval and impose
obligations on Alternative Approved Suppliers, which will be incorporated in a wntten license
agreement with the supplier We may obtain from you and/or this Altermative Approved Suppliers
reimbursement of our reasonable costs and expenses incurred 1n connection with the approval process
and on-going monitoring of the supplier’s compliance with our requirements, and we may profit from
the sale of Licensed Ingredients to you from an Alternative Approved Supplier, subject to simlar
conditions and restrictions of Approved Suppliers You acknowledge and agree that we do not act as
agent, representative or in any other intermediary or fiduciary capacity for you in our relationship
with Alternative Approved Suppliers We may impose limits on the number of Alternative Approved
Supphiers We have the night to monitor the quality of services provided by Alternative Approved
Suppliers 1n a manner we deem appropriate and may terminate any Alternative Approved Supplier
who does not meet our quahity standards and specifications, as may be 1n effect If you purchase one
or more types of Licensed Ingredients from an Alternative Approved Supplier, no Approved Supplier
will have any obhgation to sell you any other Licensed Products while you are purchasing from any
Alternative Approved Supplier If, after commencing purchasing Licensed Products from an
Alternative Approved Supplier, you want the Approved Supplier to resume supplying you with
Licensed Products, we may require you to submut to us an application, mn such form as may
periodically determine, which we will normally process within 30 days The Approved Supplter has
no obligation to resume supplying Licensed Products to you, and you may not place an order for
these products with the Approved Supplier, until we have approved your application for resupply

4) Use of Spices and Sauces You shall use spices, sauces, and prepared foods only at
the Premuses and only to produce food products for sale to retail customers of your Restaurant You
shall not sell any spices, prepared foods, other products, or sauces to wholesales or any other party
on a wholesale basis
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D PURCHASE OF OTHER PRODUCTS

You acknowledge and agree that the reputation and goodwill of Costa Vida Restaurants are based on,
and can be maintained only by, the sale of distinctive high quality products and services Therefore, you
agree that your Restaurant will use and/or offer for sale only food products (other than Propnetary and
Licensed Ingredients), beverages, Ingredients, merchandise, uniforms, packaging materials, menus, forms,
labels, and other suppliers approved by us (which may include us and/or any of our Affiliates) We may
periodically modify the list of approved brands and/or suppliers in our sole discretion After notice of this
modification, you may not reorder any brand or reorder from any supplier that 1s no longer approved

If you propose to use any brand and/or supplier which 1s not then approved by us, you must first
notify us and submut sufficient information, specifications and samples concerning this brand and/or supplier
so that we can decide whether this brand complies with our specifications and standards and/or this supplier
meets our approved supplier criteria We have the night to charge reasonable fees to cover our costs We
will notify you of our decision within a reasonable penod of ime We may prescribe procedures for the
submission of requests for approval and impose obligations on suppliers, which we may require to be
incorporated 1n a written agreement We may umpose limits on the number of suppliers and/or brands for
any of the foregoing items

You must maintain at all times an inventory of approved food products, beverages, Ingredients, other
products, and merchandise related to the Costa Vida concept sufficient m quantity, quality, and variety to
realize your Restaurant’s full potential

We may conduct market research to determine consumer trends and salability of new food products
and services You must cooperate by participating in our market research programs, by test marketing new
food products and services 1n your Restaurant and providing us timely reports and other relevant information
regarding this market research You must purchase a reasonable quantity of these test products and make a
reasonable effort to sell them

E SPECIFICATIONS AND STANDARDS

You acknowledge that each and every aspect of the interior and exterior appearance, layout, decor,
services and operation of your Restaurant is important to us and is subject to our specifications and
standards Consequently, you must comply with all mandatory System Standards and other specifications,
standards and operating procedures and other obligations that we pertodically prescribe (whether contained 1n
the Operations Manual or any other written or oral communication to you), unless we grant you a written
exception More particularly, you must comply with all mandatory specifications, standards and operating
procedures, as periodically modified relating to the appearance, function, cleanliness or operation of a Costa
Vida Restaurant, including (1) type, quality, taste, weight, dimensions, Ingredients umformity, and manner
of preparation, packaging and sale of food products and beverages and of all other products used in the
packaging and sale of them, (2) sale procedures and customer service, (3) advertising and promotional
programs, (4) qualifications, appearance, uniforms and dress of employees, (5) safety, maintenance,
appearance, cleanliness, sanitation, standards of service and operation of your Restaurant and its fixtures,
equipment, furnishings, decor and signs, (6) days and hours of operation, (7) bookkeeping, accounting, and
record keeping systems and forms, (8) training system for both management and hourly associates, and (9)
product ordering procedures

You must display at this location 1n your Restaurant as we designate, a placard of this size 10” Tall
by 12” wide as we prescribe containing the following statement “This Restaurant 1s owned and operated by
a franchisee under a license from Costa Vida” You shall never make a statement or representation to any
person that 1s contrary to or inconsistent with Section 5 of this Agreement

As soon as you obtain a telephone number for the Restaurant, you will sign and deliver to us the
Assignment of Telephone Number(s) for the number(s) attached at Exhibit I If your Restaurant’s telephone
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number changes during the Term, or 1f you add additional lines for a modem, fax, or other purposes, you will
promptly sign and deliver to us a new Assignment of Telephone Number(s) for the new or additional
number(s)

F COMPLIANCE WITH LAWS AND GOOD BUSINESS PRACTICES

You shall secure and maintain 1n force all required licenses, permits and certificates relating to the
operation of the Restaurant (including any SERV-SAFE (or similar) certifications and licenses) and shall
operate the Restaurant in full compliance with all applicable laws, ordinances and regulations including all
government regulations relating to occupational hazards and health, workers compensation msurance,
unemployment insurance and withholding and payment of federal and state income taxes, social security
taxes and sales taxes You shall, in all dealings with the customers, suppliers, the Company and the public,
adhere to the highest standards of honesty, integrity, fair dealing and ethical conduct You must refrain from
any business or advertising practice which may be injurious to the Company and the goodwill associated
with the Marks and other Costa Vida Restaurants You shall immediately notify the Company in writing of
(1) any action, suit or proceeding, and of the issuance of any order, wrt, injunction, award or decree of any
court, agency other governmental instrumentality, which may adversely affect the development, occupancy,
operation or financial condition of Franchisee or the Restaurant, or (2) the delivery of any notice of violation
or alleged violation of any law, ordinance or regulation, including those relating to health or sarutation at
your Restaurant

G PERSONNEL

Your Restaurant must at all times be under the direct, on-premuses supervision of a general or
assistant manager or a shift supervisor who has completed and graduated from a certified training program
and must be staffed by a sufficient number of competent hourly associates who are successful graduates of
the appropriate certified training programs You (or your Operating Partner) at all times must remain active
1n overseeing the operations of your Restaurant If the relationship with your Operating Partner termunates,
you must promptly hire a successor Operating Partner Any successor Operating Partner must meet our
approval and must successfully complete our traiming program  You are solely responsible for all
employment decisions with respect to your Personnel, including hinng, fining, compensation, training,
supervision and discipline, and regardless whether you receive advice from us on any of these subjects You
may not recruit or hire any person who 1s an employee of ours or of any Costa Vida Restaurant operated by
us, our Affiliates or another franchisee of ours without obtaining the employer’s consent, which consent may
be withheld for any reason Likewise, we may not recruit or hire any person who is an employee of yours or
your Affiliates without obtaiming the employer’s consent, which consent may be withheld for any reason

H INSURANCE

You must mamntain in force (a) Property Coverage that includes all-risk property insurance,
including fire and extended coverage, vandalism, and malicious mischief insurance, for the replacement value
of your Costa Vida Restaurant and 1its contents, including business interruption insurance, (b) Commercial
General Liability and Product Liability msurance that includes food-borne illness coverage, (¢) Commercial
Auto Insurance, (d) Workers’ Compensation insurance, and (e) Umbrella Liability All insurance policies
must (1) be 1ssued by carniers with an AM Best rating of A-, X, or better, (2) be written at the mimmum
amounts of coverage as set forth below, (3) name Costa Vida Management, LLC and our Affiliates as
additional insureds under the General Liability, Products Liability and Commercial Auto Policies and loss
payee under the Property Policy, (4) Costa Vida Management, LLC, must be endorsed to all policies noted
above to recetve 30 days notice of cancellation 1n the event of non-renewal and 10 days notice in the event
of nonpayment of premum You must also provide certificates of insurance evidencing your msurance
coverage 1n compliance with these minimums no later than 10 days before your Restaurant opens and within
30 days each year when your policies renew
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Set forth below are types of mummum coverage amounts that we currently require for each

franchused Costa Vida Restaurant per location

COMMERCIAL GENERAL LIABILITY
Occurrence Limut

General Aggregate Limit

Products/Completed Operations Aggregate
Limt

Personal and Advertising Injury Limut

Damage to Premises Rented to You

Food Borne Illness Limut

AUTOMOBILE LIABILITY

Bodily Injury and Property Damage Combined

Single Limt

Hired and Non-Owned Liability Limmt

WORKERS’ COMPENSATION
Workers’ Compensation

Employer’s Liabihity

UMBRELLA LIABILITY

1 to 10 Restaurants

11-25 Restaurants

26 or more Restaurants

$1,000,000
$2,000,000
$2,000,000

$1,000,000
$1,000,000

$—1060,060300,000

$1,000,000

$1,000,000

STATUTORY

$1,000,000 per employee, bodily mjury by disease,
$1,000,000 policy limit, bodily injury by disease,
$1,000,000 per employee, bodily injury by accident

$5,000,000 each occurrence (minimum)
$5,000,000 aggregate (mimmum)

$10,000,000 each occurrence (minimum)
$10,000,000 aggregate (minimum)

$15,000,000 each occurrence (minimum)
$15,000,000 aggregate (munimum)

Upon 30 days prior notice to you, we may increase the minimum protection requirement as of the
renewal date of any poiicy, and require different or additional kinds of insurance at any time, including
excess liability (umbrella) msurance, to reflect inflation, identification of new mnsks, changes in law or
standards of hiability, higher damage awards or other relevant changes 1n circumstances

If you at any time fail or refuse to mawmntamn in effect any insurance coverage required by the
Company, or to furnish satisfactory evidence of 1t, the Company, at 1ts option and in addition to 1ts other
rights and remedies under this Agreement, may, but need not, obtain this insurance coverage on behalf of
you, and you shall promptly sign any application or other forms or mstruments required to obtain any
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insurance and pay to the Company, on demand, any costs and premuums incurred by the Company At our
request, you must furmsh us with evidence of insurance coverage and payment of premiums as we require

Your obligation to maimntain insurance coverage 1s not dimimshed 1n any manner by reason of any
separate insurance we may choose to maintam, nor does 1t relieve you of your obligations under Section 16B

I QuaLiTYy CONTROL

We may, n our sole discretion, establish “quality control” programs, such as a “secret shopper”
program, an Interactive Voice Response or web based Customer Satisfaction Measurement program such as
Mind Share, a “customer intercept” program and/or customer focus groups, to ensure the highest quahty of
service and food products in all Costa Vida Restaurants You must participate mn any such quahity control
programs, and bear your pro-rata share, as determuned by us 1n our sole discretion, of the costs of any such
program We reserve the night to publish or disclose to other franchisees, 1n any manner or format that we
deem appropriate 1n our sole discretion, any information that we collect, produce or mamtain in connection
with these “quality control” programs We also reserve the right to publish or disclose to third parties tn an
aggregate anonymous format any information that we collect, produce or maintain 1n connection with these
“quality control” programs In addition the quality control described above, we may mnspect your Restaurant
from time to time and at any time to evaluate compliance with our System Standards

J ProvisioNs CONCERNING COMPLIANCE WITH ANTI-TERRORISM LAwS

You, your Owners and your Affiliates agree to comply with and/or to assist us to the fullest extent
possible mn our efforts to comply with Anti-Terrorism Laws (as defined below) In connection with this
comphiance, you, your Owners and your Affiliates certify, represent, and warrant that none of your property
or interests 1s subject to being “blocked” under any of the Anti-Terrorism Laws and that you, your Owners,
and your Affiliates are not otherwise 1 violation of any of the Anti-Terrorism Laws

For the purposes of this Section 8J, “Anti-Terronism Laws” means Executive Order 13224 issued by
the President of the Umted States, the Terronsm Sanctions Regulations (Title 31, Part 595 of the US Code
of Federal Regulations), the Foreign Terronst Orgamzations Sanctions Regulations (Title 31, Part 597 of the
US Code of Federal Regulations), the Cuban Assets Control Regulations (Title 31, Part 515 of the US
Code of Federal Regulations), the USA PATRIOT Act, and all other present and future federal, state, and
local laws, ordinances, regulations, policies, lists and any other requirements of any Governmental Authority
(including the United States Department of Treasury Office of Foreign Assets Control) addressing or in any
way relating to terronist acts and acts of war

You, your Owners and your Affiliates certify that none of you, your Owners and your Affilates,
your employees, or anyone associated with you 1s listed 1n the Annex to Executive Order 13225 You agree
not to hire any individual who 1s listed in the Annex (The Annex 1s available at
http //www treasury gov/offices/enforcement/ofac/sanctions/terrorism html)

You, your Owners, and your Affiliates certify that you have no knowledge or informatton that, 1f
generally known, would result in you, your Owners and your Affiliates, your employees, or anyone
assoctated with you to be listed in the Annex to Executive Order 13224

You, your Owners, and your Affiliates are solely responsible for ascertamning what actions must be
taken by you to comply with the Anti-Terrorism Laws, and you specifically acknowledge and agree that your
indemnification responsibilities set forth in Section 16B of this Agreement pertain to your obligations under
this Section 8J

Any musrepresentation by you under this Section 8J or any violation of the Anti-Terrorism Laws by
you, your Owners and your Affiliates, o1 your employees shall constitute grounds for immediate termination
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of this Agreement and any other Agreement you have entered with us or one of our Affiliates, in accordance
with the terms of Section 14A of this Agreement

9 RESTRICTIVE COVENANTS

A CONFIDENTIAL INFORMATION

You acknowledge that we possess proprietary knowledge consisting of the Ingredients and methods
of preparation of food products sold at and operating procedures of Costa Vida Restaurants, and other
confidential information We may disclose Confidential Information to you, your Owners, or your personnel
in the traiming program, Operating Manual and/or in gwdance furnished to you during the term of the
Agreement Each person who 1s or becomes an Owner, but not a Principal Owner, must sign an agreement
in the form we prescribe, undertaking to be bound by the confidentiahty and non-competition covenants
contained 1n this Agreement, the current form of which 1s attached as Exhibit F

We will disclose parts of our Confidential Information to you solely for your use in the operation of
your Restaurant The Confidential Information 1s proprietary and includes our trade secrets During the
Term and thereafter (1) you and your Owners may not use the Confidential Information mn any other
business or capacity (you and your Owner’s acknowledge this use 1s an unfair method of competition), (2)
you and your Owners must mamtamn the confidentiahty of the Confidential Information, (3) you and your
Owners may not make unauthonzed copies of any portion of the Confidential Information disclosed in
written, electronic, or other form, (4) you and your Owners must implement all reasonable procedures we
pertodically prescribe to prevent unauthorized use or disclosure of the Confidential Information, including the
use of non-disclosure/non-compete agreements with your Owners, officers, directors, Operating Partners,
general managers, assistant managers, prep cooks, and the like, and you and your Owners must deliver these
agreements to us, (5) you and your Owners must not disclose during or after the Term of the franchise any
of the Confidential Information, (6) you, your Owners, general managers, prep cooks, assistant managers,
team tramers, shift supervisors, and all other personnel who prepare the food will be required to sign a
standard confidentiality agreement for any trade secrets and confidential information herein described and to
conform with the covenants not to compete, (7) you and/or your Owners must immediately notify us if there
1s an improper disclosure and if 1t 1s determined that there was negligence n protecting the behavior, you can
be sued for damages, and (8) you and your Owners acknowledge that we have no obligation to reimburse
you or provide any remuneration for implementing all reasonable procedures that we periodically prescribe to
prevent unauthorized use or disclosure of the Confidential Information

At the end of the Term, you and your Owners must deliver to us all this Confidential Information 1n
your possession or control Your restrictions on disclosure and use of Confidential Information do not apply
to information or techniques which are or become generally known in the restaurant industry (other than
through your own disclosure), provided you obtain our prior written consent to this disclosure or use If any
of the Confidential Information which has been disclosed to you pursuant to this Agreement becomes
generally known 1n the food service industry other than through your default in the obligations under this
Agreement, and you desire to be released from the secrecy obligations under this Section 1n respect to this
mformation, we will not unreasonably withhold our consent to this release

B IN-TERM COVENANTS

You agree and acknowledge that the Company would be unable to protect the Confidential
Information against unauthonzed use or disclosure and would be unable to encourage a free exchange of
ideas and information among Costa Vida Restaurants if franchised owners of Costa Vida Restaurants or the
manager or other key personnel of your Restaurant and Entity were permutted to hold interests in or perform
services for a Competitive Business (defined below) You also agree that we have granted the franchise to
you 1n consideration of and reliance upon your agreement to deal exclusively with us in any business simuilar
to Costa Vida Therefore, you agree (and agree to cause any Entity Owner 1f Franchisee 1s an Entity, and
each other Restricted Person), during the term of this Agreement, not to have any direct or indirect interest n
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a Competitive Business, or perform services of any type as an owner, director, officer, employee, consultant,
representative or agent, or 1n any other capacity, in any retail food establishment (including any restaurant) 1n
which any of the following categories constitutes more than 20% of 1ts revenues or 20% of its menu (1)
burritos, tacos, quesadillas (2) Latin American, Central American, or Mexican food, desserts, or beverages of
any kind, as well as any business that manufactures, wholesales, and/or distributes Latin Amencan, Central
American, or Mexican food, desserts, or beverages of any kind, including tortillas and salsas, and (3) or any
franchisor or licensor of the same (each a “Competitive Business”) The restrictions of this Section and the
defimition of Competitive Business will not apply to (1) the ownership of shares of a class of securities
listed on a stock exchange or traded on the over-the-counter market that represent two percent (2%) or less
of the number of shares of that class of securities 1ssued and outstanding, or (2) the ownership or operation
of other Costa Vida Restaurants that are licensed or franchised by us or any of our Affiliates Further, you
agree during the term of this Agreement that you shall not hire any employee who, within the immediately
preceding six months, was employed by the Company or any other franchisee or licensee of us, without
obtaining the prior wntten permussion of us or the franchisee or licensee pursuant to Section 4C of this
Agreement

C INFORMATION EXCHANGE

All recipes, processes, ideas, concepts, methods, techmiques, or materials used or useful to a
restaurant, grocery store, or other business offering food products, whether or not constituting protectable
intellectual property, that you create, or that are created on your behalf, in connection with the development
or operation of your Restaurant must be promptly disclosed to us If we adopt any of them as part of the
System, they will be deemed to be our sole and exclusive property and deemed to be works made-for-hire for
us  You must sign whatever assignment or other documents we request to evidence our ownership or to
assist us 1n securing ntellectual property nights in these recipes, processes, ideas, concepts, methods,
techniques, or materials

10 MARKETING AND ADVERTISING
A LocaL MARKETING FunD (LMF)

You must spend for locally advertising and promoting your Restaurant those amounts we periodically
establish, not to exceed two percent (2%) of Gross Revenues during any period consisting of four of your
consecutive fiscal quarters These amounts spent on local advertising and promotion will be designated as
Local Marketing Funds (“LMF”) At our request, you shall furmish us with copies of invoices and other
documentation evidencing your comphance with this Section 10A If we determine, at some later date, that
you have spent an amount less than two percent (2%) of Gross Revenues during the then most recently
completed four consecutive fiscal quarters for locally advertising and promoting your Restaurant, we may
collect LMF contributions directly We also may collect LMF funds directly from each Restaurant in a
Designated Market Area (“DMA”) when a DMA Marketing Cooperative 1s formed If we change the amount
of LMF you must spend, we shall provide you with not less than 30 days notice of said change LMF
contributions, 1f collected by us, will be payable on the first business day following the immediately
preceding Reporting Period together with the Royalty Fees dues hereunder At our discretion, said funds
may be electronically drafted or transferred from the designated account referred to m Section 6D hereof
The LMF monies will be used to pay for the cost of implementing local marketing plans developed by you
and approved by us For these purposes, qualifying LMF expenditures include (1) amounts contributed to
advertising associations, (1) amounts spent for grand opening advertising and promotional programs pursuant
to Section 3E, and (1) amounts spent by you for advertising media, such as television, radio, Internet,
newspaper, billboards, posters, direct mail, collateral and promotional items, and advertising on public
vehicles (transit and aenial) and, (1v) 1if not provided by us, the cost of producing approved maternals
necessary to participate i these media Non-qualifying LMF advertising expenditures include amounts spent
for items which we, 1n our reasonable judgment, deem mappropriate for meeting the minimum advertising
requirement, including permanent on-premises signs and menuboard hardware, lighting, adnunistrative costs,
Yellow Pages advertising, discounts/coupon offers, free offers and employee incentive programs Our
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detailed list of qualifying and non-qualifying LMF expenditures 1s revised periodically We reserve the right
to designate any expenditure as a qualifying or non-qualifying LMF expenditure and the right to periodically
redesignate at our discretion any qualifying expenditure as a non-quahfying expenditure and vice versa

B MARKETING ADMINISTRATION FEE (MAF)

In addition to the advertising and promotional expenditures and/or contributions required by Section
10A hereof, you shall contribute a Marketing Administrative Fee (“MAF”) not to exceed one half of one
percent (0 5%) of Gross Revenues, payable on the first business day following the immediately preceding
Reporting Period together with the Royalty Fees due hereunder At our discretion, MAF contributions may
be electromically drafted or transferred from the designated account referred to in Section 6D hereof The
MAF shall be our exclusive property and shall be used by us to cover costs of, among other things,
supporting and conducting market research activities, marketing collateral development, concept development
(food and customer experience, project development and testing), design development (design, store
prototyping and testing), and maintenance, admimstration and direction of the foregoing activities We shall
not be required to separately account to you for the MAF or the expenditures therefrom

C NATIONAL MARKETING FUuND (NMF)

Although we do not currently have a national marketing fund, we may, in our sole discretion, during
the term of thus Agreement, establish and administer a national marketing fund for the creation and
development of marketing, advertising and related programs and matenals, including electronic, print and
Internet media as well as the planning and purchasing of national and/or regional network advertising (the
“NMEF™) Upon the establishment of an NMF you must contribute amounts that we periodically establish, up
to two percent (2%) of Gross Revenues, and payable on the first business day following the immediately
preceding Reporting Period together with the Royalty Fees due hereunder At our discretion, NMF
contributions may be electronically drafted or transferred from the designated account referred to 1n Section
6D hereof Costa Vida Restaurants owned by us and our Affiliates shall contribute to the NMF on the same
basis as the then-current rate for franchisees We reserve the night to increase or modify the two percent
(2%) maximum limt on NMF contributions (as well as the maximum limits on the Local Marketing Funds
and the Marketing Admunistration Fee contributions) 1n the future by gaming an approval vote by eirther (1)
66% of all then-existing company, company-affiliated, and franchised Costa Vida Restaurants or (2) 51% of
all then-existing franchised Costa Vida Restaurants Voting will be accomplished through a system of one
vote per eligible Costa Vida Restaurant

The NMF will be accounted for separately from our other funds All disbursements from the NMF
shall be made first from Income and then from Contributions While our intent 1s to balance the NMF on an
annual basis, the NMF may periodically run at either a surplus or deficit We may spend 1n any fiscal year
an amount greater or less than the aggregate contnibutions of all Costa Vida Restaurants to the NMF 1n that
year, and the NMF may borrow from us or other lenders to cover deficits in the NMF or cause the NMF to
invest any surplus for future use by the NMF We will prepare annually a statement of montes collected and
costs incurred by the NMF and furnish a copy to you upon your wntten request Except as otherwise
expressly provided in this Section 10C, we assume no direct or indirect liability or obligation with respect to
the maintenance, direction or administration of the NMF We do not act as trustee or mn any other fiduciary
capacity with respect to the NMF

We will seek the advice of owners of Costa Vida Restaurants by formal and/or informal means with
respect to the creative concepts and media used for programs financed by the NMF At our discretion, we
may establish a Marketing Advisory Council (“MAC”) Members of the MAC are elected by franchisees
from among signatory franchise owners who have at least one restaurant open and the MAC serves only in
an advisory capacity The final authonity on all programs financed by the NMF will rest with us, and we
will have sole discretion over all aspects of these programs, including national or regional media, creative
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concepts, materials, endorsements, agenctes and suppliers We have the right to change or dissolve the
MAC

We may increase the LMF, MAF, or NMF contnbutions above two percent (2%), one-half percent
( 5%) and two percent (2%) of Gross Revenues, respectively, with an affirmative vote by 66% of all the then
existing Company and franchised Costa Vida Restaurants or by an affirmative vote of 51% of the then
existing franchised Costa Vida Restaurants

D ADVERTISING APPROVALS AND INITIAL ADVERTISING COSTS

You acknowledge that all advertising and promotional matenals will be sourced solely through us
You must submut to us for our prior approval a marketing plan and samples of all advertising and
promotional materials not prepared or previously approved by us and which vary from our standard
advertising and promotional matenals by following the procedures that are n place at the time of submuttal
If you elect to work with a marketing firm (including an advertising agency or public relations firm), you
must obtain our wntten approval of this marketing firm and this marketing firm must sign a Costa Vida
approved confidentiality agreement before you sign any contracts or share any Confidential Information with
this marketing firm This marketing firm or agency shall not under any circumstances be given access to any
of our proprietary hmited access intranet (including the Franchise Website), sites or any other information we
deem nappropriate  You may not use any advertising or promotional materials that we have not approved

We may establish a creative process in which you will submut requests for advertising and
promotional matenals for your Restaurant You must follow this process when established You will find
this process in the Operations Manual We will try to meet your requests by usmg existing marketing
collateral and/or customizable marketing templates As part of the creative process, you acknowledge that
we may 1ncur costs 1n customuzing the proposed advertising and promotional materials We reserve the right
to charge for these customized revisions of the advertising and promotional materials Additionally, if your
creative marketing requests fall outside the scope of, and cannot be adequately met with, existing collateral
and marketing templates, we will charge you a custormzed marketing development fee and will provide you
with an estimate of this fee at the outset of the project If your project exceeds available resources or the
timeline we provide, you must pay this custormzed marketing development fee to complete your custom
marketing project

If you default under this Agreement, fail to pay any and all amounts due and payable to us or our
Affiliates, or fail to comply with any other provision of this Agreement, we may elect not to provide you
marketing and advertising assistance for your Restaurant’s grand opeming or on an ongoing basis Until such
time as you pay your outstanding obligation 1n full or cure this default, we may not permut you to open your
Restaurant

E DMA MARKETING COOPERATIVES

We have the night, at our sole discretion, to establish or approve marking cooperatives for Costa Vida
Restaurants 1n your local or regional areas, covering these geographic areas as we may periodically designate
(“DMA Marketing Cooperatives” or a “Marketing Cooperative) You must participate i any such a
Marketing Cooperative at the time your Restaurant opens for business, and you must immediately become a
member of this Marketing Cooperative If a Marketing Cooperative applicable to your Restaurant 1s
established during the term of this Agreement, you must become a member no later than 30 days after the
date approved by us for the Marketing Cooperative to commence operation The following provisions shall
apply to each Marketing Cooperative

09 Each Marketing Cooperative shall use a voting system of one vote per ehigible Costa
Vida Restaurant

20432014 CosTA VIDA FRANCHISE AGREEMENT
32
4073799-11152487 2



@ Each Marketing Cooperative shall be organized and governed in a form and manner,
and shall commence operations on a date, approved m advance by us in wniting No changes 1n the
by-laws or governming documents of an Marketing Cooperative shall be made without our prior
written consent

3) Each Marketing Cooperative shall be orgamzed for the exclusive purpose of
admimstering advertising programs and developing, subject to our approval, promotional matenals
for use by the members in Marketing Cooperative

@) No advertising or promotional plans or matenals may be used by a Marketing
Cooperative or furnished to 1ts members without prior approval by us pursuant to Section 10E (6)
below

(5) You and each other member of the Marketing Cooperative shall contribute to the
Marketing Cooperative, using a collection structure selected and established by us, the amount
determined 1n accordance with the Marketing Cooperatives by-laws Any Costa Vida Restaurants
owned by us or any of our Affiliates located in these designated local or regional area(s) will
contnbute to the Marketing Cooperative on the same basis Contnbutions to these local and/or
regional advertising Marketing Cooperatives are credited towards the advertising expenditures
required by Section 10A, however, if we provide you and your Marketing Cooperative 90 days notice
of a special promotion, including any regional promotions, you must participate m this promotion and
pay to us any special promotion advertising fees assessed 1n connection therewith, beginning on the
effective date of this notice and continuing until this special promotion 1s concluded Any such
special promotion advertising fees shall be 1n addition to, and not credited towards, the two percent
(2%) advertising expenditure required by Section 10A

6) All advertising and promotion by you and the Marketing Cooperatives shall be in
such media and of such type and format as we may approve, shall be conducted in a digmfied
manner, and shall conform to such standards and requirements as we may specify You or the
Marketing Cooperative shall submut written samples of all proposed advertising and promotional
plans and matenals to us for our approval (except with respect to prices to be charged) at least 30
days before their intended use, unless these plans and matenals were prepared by us or have been
approved 1f they have not been disapproved by us within 15 days after their receipt by us

@) At our request, you shall furnish us with copies of this information and
documentation evidencing your Marketing Cooperative contributions as we may require to evidence
your comphance with this Section 10E

F PROMOTIONS

You must participate 1n all promotions and advertising campaigns required by us, whether on a test,

temporary or permanent basis, and to maintain adequate inventories of all products 1dentified by us as part of
this promotion or advertising campaign You shall accept any coupons issued by us or our Affiliates You
must display in your Restaurant all (1) product identification matenals, (2) point-of-purchase promotional
matenals, (3) promotional memorabilia, merchandise and prizes, and (4) other advertising marketing
matenals we provide you pursuant to this Section 10 for use by Restaurants At our request, you must
display 1n a prominent, accessible place a “franchising opportunities” display furnished by us at our expense
for the purpose of increasing public awareness of the availability of franchises

G FREQUENT DINER PROGRAM

The Costa Vida frequent diner program (the “Frequent Diner Program™) 1s a program that awards and

encourages repeat business through granting certamn ncentives to repeat customers It 1s described more fully
in the Operations Manual ~ You must participate 1n the Frequent Diner Program You must comply with all
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of the Frequent Diner Program’s procedures, standards, specifications, and fulfillment specified n the
Operations Manual

We will have no obligation to maintain the Frequent Diner Program indefimtely, and may
discontinue 1t at any time We have the right to modify or discontinue the Frequent Diner Program 1f we
determine that it becomes advisable at any ime We will have no hability or obligation whatsoever with
respect to any required modification or discontinuance of the Frequent Diner Program  Also, we are not
obligated to retmburse you for any loss of goodwill associated with any modification or discontinuance of
the Frequent Diner Program

We may require you to purchase and install necessary hardware, software, cards, and other necessary
additions to your computer system to collect customer information for the Frequent Diner Program that may
include, and 1s not ltmted to, name, phone number, email address, username, password, money spent, and
food products and merchandise purchased At our sole discretion, we will use this information to establish
and deliver service to the customers We may use this information to contact customers about products,
promottons, and service updates, provide usage information, and deliver other product and/or service-related
mformation You acknowledge and agree that we are the sole owners of and reserve the rights to access the
customer information collected through your POS/Computer System You and your Entity Owners agree not
to sell, publish, disclose, or disseminate in any fashion the customer information collected through the
Frequent Diner Program and all other promotion in accordance with the Operations Manual

H FRANCHISEE WEBSITES

You may not promote, offer, or sell any products or services relating to your Restaurant, or use any
of the Marks, through the Internet without our consent You and your Entity Owners agree not to register
any Internet domain name 1n any class or category that contains the words Costa Vida or any abbreviation,
acronym, or variation of those words Also, you and your Entity Owners agree to not use any email address
or alias that contamns the words Costa Vida or any abbreviation, acronym, or variation of those words except
those we have authonzed

I CosTA VIDA WEBSITE AND INTRANET

We have established and plan to maintain the Costa Vida Website (the “Website”) to provide
information about Costa Vida, the Franchise, and the products and services that Restaurants offer Also, we
will have control over the Costa Vida Website’s design and contents We will have no obligation to
maintain the Website indefinitely, and may dismantle 1t at any ttme We have the night to modify or
discontinue the Website or any of its functions 1f we determuine that 1t becomes advisable at any time We
will have no hability or obligation whatsoever with respect to any required modification or discontinuance of
the Website  Also, we are not obligated to reimburse you for any loss of goodwill associated with any
modification or discontinuance of the Website We may include pages on the Website that identify
participating Restaurants by address and telephone number We are the sole owners of and reserve the nghts
to access and use the customer mnformation collected through the Costa Vida Website You will not have the
capability or the right to modify the Website

We have established and plan to maintain the Costa Vida Franchise Website (the “Franchise
Website™) through which members of the Costa Vida Network may commumcate with each other, we may
dissemunate updates to the Operations Manual and other confidential information, and members of the Costa
Vida Network may purchase food, Ingredients, supphes, marketing and advertising material, merchandise and
other things we deem appropriate  We may use the Franchise Webstite to provide Restaurant rankings 1n the
Costa Vida Network based on various data points tracked at any given time for the purpose of performance
evaluation No restaurant-specific financial information will be included on any ranking report provided for
the consumption of the general franchise populace through the Franchise Website
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We will have no obligation to maintain the Franchise Website mdefimitely and may dismantle 1t at
any ume We will have no hability or obligation whatsoever with respect to any required modification or
discontinuance of the Franchise Website  Also, we are not obligated to reimburse you for any loss of
goodwill associated with any modification or discontinuance of the Franchise Website We may include
pages on the Franchise Website that identify participating Franchisees, general managers, and vendors by
address, telephone number, and email address You will not have the capability or the rght to modify the
Franchise Website We are the sole owners of and reserve the nghts to access and use the customer
nformation collected through the Costa Vida Franchise Website

Access to the Franchise Website by your employees should be strictly limited You acknowledge
that you are responsible for all product orders placed by employees through the Franchise Website and agree
to reimburse us for any and all unpaid purchases made through the Franchise Website by your Restaurant

We may require you to purchase and install necessary hardware, software, and other necessary
additions to your computer system and to establish and continually maintain connection with the Franchise
Website that allows us to send messages to and receive messages from you Your obligations to maintain
connection with the Franchise Website will continue until the Franchise Agreement’s expiration or
termination (or, 1f earher, until we dismantle the Franchise Website)

We may, 1n our sole discretion, establish and administer an Information Systems Admrnistrative Fee
(“ISAF”) not to exceed one-tenth and five hundreds of one percent (0 15%) of Gross Revenues, payable on
the first business day following the immediately preceding Reporting Period together with the Royalty Fees
due hereunder At our discretion, ISAF contributions may be electronically drafted or transferred from the
designated account referred to in Section 6D of thus Agreement The ISAF shall be our exclusive property
and shall be used by us to cover costs of, among other things, supporting and conducting website and
intranet development, and maintenance, administration and direction of the Webstite, Franchise Website, and
foregoing activities

If you default under this Agreement, fail to pay any and all amounts due and payable to us or our
Affihates, or fail to comply with any other provision of this Agreement, we may remove information about
your Restaurant from the Website, until such time as you pay your outstanding obligation in full or cure this
default or we may temporarily suspend your access to any message board, directory, online shopping catalog,
or other features the Franchise Website includes until such time as you fully cure the default You must
reimburse us for any and all purchases made through the Franchise Website by your Restaurant You
acknowledge that you are responsible for all product orders placed by employees through the Franchise
Website

J CuUSTOMER ORDERING SYSTEM

You agree that we may, at our option, establish and mamntain a customer ordering system (the
“Ordering System”) Through this system, we may allow customers to order food, beverages, merchandise,
and other products and services we deem appropriate You agree that we have control over the Ordening
System You must have your Restaurant participate n fulfilling customer orders that come through the
Ordering System We may establish a phone-based, Internet-based or mobile device-based Ordering System
We have the right to use any technology in creating, establishing, and mamntaining the Ordering System

We will have no obligation to maintain the Ordening System indefinitely, and may dismantle 1t at any
time We will have no liability or obligation whatsoever with respect to any required modification or
discontinuance of the Ordering System  Also, we are not obligated to reimburse you for any loss of
goodwill associated with any modification or discontinuance of the Ordering System You will not have the
capability or the right to modify the Ordering System We are the sole owners of and reserve the nghts to
access and use the customer information collected through the Ordering System
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We may require you to purchase and install necessary hardware, software, and other necessary
additions to your computer system and to establish and continually mamntain connection with the Ordering
System that allows customers to purchase food, beverages, merchandise, and other products from your
Restaurant Your obligations to maintain staff and systems necessary for the Ordering System will continue
until the Franchise Agreement’s expiration or termunation (or, if earlier, until we dismantle the Ordering
System)

11 RECORDS, REPORTS, AND FINANCIAL STATEMENTS

A REPORTS, RECORDS AND BOOKKEEPING

You must establish and maintain a bookkeeping, accounting, record keeping and data processing
system conformung to the requirements and formats that we prescribe and as set forth i the Operations
Manual You must prepare and maintain three years’ complete and accurate books, records, (including
invoices and records relating to your advertising expenditures) and accounts (using our then-current standard
chart of accounts) for your Restaurant, copies of your sales tax returns and these portions of your state and
federal income tax returns, daily cash reports, cash receipts journal and general ledger, cash disbursements
journal and weekly payroll register, monthly bank statements and daily deposit slips and canceled checks,
supplier invoices, dated cash register tapes (detail and summary), semi-annual balance sheets and monthly
profit and loss statements, daily production, leftover and donations records and weekly inventores, records of
promotions and coupon redemptions, records of all corporate accounts, and such other records as we deem
appropriate as related to your Restaurant All these books and records shall be kept at your principal address
indicated on the first page of this Agreement, unless we otherwise approve You acknowledge that we may
require you to furmish these records to us

You must furnish to us reports relating to your Restaurant by the delivery method and n a form and
content as we have the nght to perniodically prescnbe In addition you must furnish us peniodic reports,
which may include but are not limited to, the following

) Gross Revenue Reports Monthly reports of Gross Revenues due at the same tune
that Royalty Fees are due,

(11) Monthly Financial Reports Within 15 days after the end of calendar month, a profit
and loss statement for your Restaurant for the previous month and a year-to-date statement of
financial condition as of the end of the previous month,

() Quarterly Reports Within 30 days after the end of calendar quarter, a quarterly
balance sheet and income statement and statement of cash flow of your Restaurant for such quarter,
reflecting any adjustments and accruals,

(v) Semi-Annual Reports Within 15 days after the end of each 6- month calendar
period, a balance sheet for your Restaurant as of the end of that semi-annual period,

) Annual Reports Within 90 days after the end of each calendar year, (1) a year-end
balance sheet and income statement and statement of cash flow for you and all of your Affiliates that
develop, own or operate Costa Vida restaurants, all prepared in accordance with generally accepted
accounting principles, consistently apphed, reflecting all year-end adjustments and accrual, (2)
similar information from all Entity Owners who have signed guarantees of this Agreement, and (3)
these summaries of financial information as we may require,

(v1) Tax Returns Within 10 days after the returns are filed, exact copies of federal and
state income, sales and any other tax returns and the other forms, records, books and other
information pertaining to the Restaurant as we have the right to periodically require,

(vn)  Other Reports Within 30 days of our request, such other information as we may
periodically require, including sales mix data, food, labor, and paper cost reports, sales and income
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tax statements and a consolidated Business Plan for all Costa Vida Restaurants that you and your
Affihiates own or operate

All accounting and other reports shall use our then-current standard chart of accounts and standard
accounting methodologies and practices as outlined m the System Standards Each report and financial
statement will be signed and venfied by you in the manner we specify We reserve the night to publish or
disclose information that we obtain under this Section 1n any data compilations, collections, or aggregations
that we deem appropriate, 1n our sole discretion, including financial information relating to your individual
Restaurant We also have the nght to require your financial statements be audited, at your expense, by an
independent certified public accountant approved by us We have the right to determine the format and
manner of submussion of each report In addition, we have the night to charge you a late fee for each
delinquent report due to us, as further described above Also, we have the nght, but not the obligation, to
provide you with analytical and comparative restaurant performance reports The data we use to generate
these reports are aggregated directly from information provided by franchise owners and third party sources
Therefore, 1t would be impossible to warrant the veracity of these reports Ideal and theoretical food, labor,
and paper costs found in these reports are estimates and may or may not be accurate You acknowledge that
we do not warrant the reliance on the figures 1n these reports for your Restaurant

We have the night to require you to create, prepare and continually update a business plan containing
this information as we may require and presented in a format which we have approved (“Business Plan”)
Your Business Plan must include, with respect to the Restaurant that you own and operate under this
Agreement as well as all Restaurants owned or operated by you or any of your Affiliates, your short-term
and long-term goals in at least the following areas your mussion statement, sales building, customer
satisfaction, operations, quality of service, staffing, traming certtfication, human resources, marketing,
development and mitiatives

B RETENTION OF RECORDS

You must prepare and maintam, following the end of each fiscal year, complete and accurate books,
records, (including invoices and records relating to your advertising expenditures) and accounts (using our
then-current standard chart of accounts) for your Restaurant, copies of your sales tax returns and such
portions of your state and federal income tax returns, daily cash reports, cash receipts journal and general
ledger, cash disbursements journal and weekly payroll register, monthly bank statements and daily deposit
slips and canceled checks, supplier invoices, dated cash register tapes (detail and summary), semi-annual
balance sheets and monthly profit and loss statements, daily production, leftover and donations records and
weekly inventories, records of promotions, frequent diner program redemptions, and coupon redemptions,
records of all corporate accounts, and other records as we deem appropriate as 1t relates to your Restaurant
These annual financial records shall be maintained for three years All books and records shall be kept at
your principal address indicated on the first page of this Agreement, unless we otherwise approve You
acknowledge that we may require you to furnish these records to us You must keep full, complete and
proper books, records and accounts of Gross Revenues and of your operations at your Restaurant

12 THE CoMPANY’S RIGHT TO INSPECT THE RESTAURANT, AUDITS

A INSPECTIONS

To determine whether you are complying with this Agreement and with all System Standards and
whether your Restaurant s in compliance with the terms of this Agreement, we and our designated agents
have the nght to, at any reasonable time and without prior notice to you

® Inspect the Premises and the Restaurant,

() Observe, photograph and video tape your Restaurant’s operations for these
consecutive or intermittent periods as we deem necessary,
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() Remove samples of any products, materials or supplies for testing and analysis,
(v) Interview personnel and customers of your Restaurant, and

) Inspect and copy any books, records and documents relating to the operation of your
Restaurant

You must cooperate fully with us in connection with any of our inspections, observations,
photographing, videotaping, product removal and interviews You also must cooperate fully with our
representatives and independent accountants conducting audits

You shall maintain readily available for inspection by the Company, and shall furmish to the
Company upon 1ts request, at these locations as the Company may reasonably request (including the
Company’s office), exact copies of all books and records, tax returns and documents relating to the
development, ownership, lease, occupancy or operation of your Restaurant and of any corporation or
partnership that holds the Franchise and shall afford the Company (and 1ts agents), at any time during
business hours, and without prior notice to you, full and free access to these books and records at the
Restaurant The Company (and 1its agents) shall have the right to make extracts from, and copies of, and to
audit, or cause to be audited, these books and records and shall have the night to communicate freely with
Restaurant employees You shall fully cooperate with representatives of the Company and independent
accountants hired by the Company to conduct any inspection or audit In the event any mspection or audit
shall disclose an understatement of the Gross Revenues of the Restaurant, you shall pay to the Company,
within seven days after receipt of the inspection or audit report, the royalty and service fee and any
advertising contributions due on the amount of this understatement, plus interest (at the rate and on the terms
provided 1n Section 6) from the date origmmally due until the date of payment Further, in the event thus
mspection or audit 1s made necessary by the failure of you to furnish reports, supporting records or other
information, as herein required, or to furnish these reports, records or information on a timely basis, or if an
understatement of Gross Revenues for the period of any inspection or audit (which shall not be for less than
three months) 1s determined by any inspection or audit to be greater than two percent (2%), you shall
reimburse the Company for the cost of this inspection or audit, mncluding the charges of any attorneys,
independent accountants and the travel expenses, room and board and compensation of employees of the
Company The foregomng remedies shall be 1n addition to all other remedies and nights of the Company
under this Agreement or under applicable law

13 TRANSFERS / ASSIGNMENT

A TRANSFERS/ASSIGNMENTS By Us

This Agreement 1s fully transferable and/or assignable by us and will inure to the benefit of any
transferee or assignee or other legal successor to our interest 1n this Agreement

B RESTRICTIONS ON TRANSFERS By You

Your rights and duties created by this Agreement are personal to you, or, if you are a business
corporation, partnership, limted liability company or other legal entity, your Entity Owners We have
granted this Agreement to you in rehance upon our perceptions of the imndividual or collective character, skill,
aptitude, attitude, business ability and financial capacity of you and, 1f you are not an individual, your Entity
Owners Accordingly, no Transfer will be made without our prior written approval Any Transfer without
our approval will constitute a breach of this Agreement and will be void and of no effect “Transfer” is
defined, for purposes of this Agreement, as the voluntary or involuntary, direct or indirect transfer,
assignment, sale, gift, pledge, mortgage, hypothecation or other disposition (including those occurring by
operation of law and a series of transfers that in the aggregate constitute a Transfer) of any of your interest
in this Agreement or of a Controlling Interest in you “Controlling Interest” means an nterest, the
ownership of which empowers the holder to exercise a controlling influence over the management, policies
or personnel of an Entity Ownership of 10% or more of the equity or voting securities of a corporation,
limuted hability company or limited Liability partnership or ownership of any general partnership interest in a
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general or limted partnership will be deemed conclusively to constitute a Controlling Interest i the
corporation, limited liability company, or partnership, as the case may be

C CONDITIONS FOR APPROVAL OF TRANSFERS By You

If we have not exercised our right of first refusal and if you are in full compliance with this
Agreement, we will not unreasonably withhold our approval of a Transfer that meets all of the following
requirements

) Character The proposed transferee and the individuals ultimately owning the
transferee, 1f the transferee 1s an Entity, must be individuals of good moral character and otherwise
meet our then-applicable standards for owners of Costa Vida Restaurants Also, the transferee must
provide us on a timely basis all information we request,

() Business Experience The transferee and, if the transferee 1s an Entity, its Entity
Owners must have sufficient busmess experience, aptitude and financial resources to operate its
bustness and comply with this Agreement,

() Tramming The transferee (or its operating partner) and 1t managers, shift supervisors
and prep cooks must have completed our 1nitial traintng program or must be currently certified by us
to operate and/or manage a Costa Vida Restaurant to our satisfaction,

) Satisfaction of Obligations You have paid all amounts owed for purchases by you
from us and our Affiliates and all other amounts owed to us or our Affiliates and third-party
creditors,

v) Execution of New Agreement or Assumption of Agreement At our option, the
transferee either has signed our then-current form of Franchise Agreement and related documents
used 1n the state 1n which the Restaurant 1s located (which may provide for different royalties,
advertising contributions and expenditure, duration and other rights and obligations than those
provided in this Agreement) for a new term, and if the transferee 1s an Entity, each Entity Owner of
the transferee has signed our then-current form of guaranty, or has agreed to be bound by and
expressly assume all of the terms and conditions of this Agreement for the remaimnder of 1ts term, and
if the transferee 1s an Entity, each Entity Owner of the transferee has signed our then-current form of

guaranty,

(v1) Payment of Transfer Fees You or the transferee has paid us a transfer fee equal to
Ten Thousand Dollars ($10,000) for your Restaurant,

(vi)  Execution of Termination Agreement and/or Release At our option, you and your
transferring Entity Owners, 1f you are an Entity, have signed our then-current form of termination
agreement and/or general release, in form and substance satisfactory to us, unless hmited or
protubited by applicable law, (which shall release us and our affiliates and our and their respective
officers, directors, employees shareholders, successors, assigns, and agents from any and all claims),

(vin)  Approval of Terms of Transfer We have approved the material terms and conditions
of the Transfer, including the price and terms of payment However, our approval of a Transfer does
not ensure the transferee’s success as a Costa Vida Restaurant franchisee nor should the transferee
rely upon our approval of the Transfer in determining whether to acquire your Restaurant,

(1x) Subordmnation If you (or your Entity Owners) finance any part of the sale price of
the transferred interest, you and the Entity Owners have agreed that all obligations of the transferee
under any promissory notes, agreements or security interests reserved by you (or your Entity Owners)
will be subordinate to the transferee’s obligations to us and our affiliates,

(x) Non-Competitton Covenant You and your Owners must sign a non-competition
covenant, in form and substance satisfactory to us, in favor of us and the transferee agreeing that, for
a period of two years, starting on the effective date of the transfer, you and your Owners will not
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directly or indirectly (such as through members of his/her or their Immediate Families) (1) own any
legal or beneficial interest 1, or render services or give advice to (1) any Competitive Business that
1s located in the Protected Area, (2) any Competitive Business that 1s located within a five mule
radius of any other Costa Vida Restaurant 1n operation or under construction as of the effective date
of this transfer, or (3) any entity which grants franchises, licenses or other interests to others to
operate any Competitive Business, and (11) recruit or hire any person who 1s an employee of ours or
of any Costa Vida Restaurant operated by us, our Affiliates or any franchisee of ours without
obtaining the employer’s consent, which consent may be withheld for any reason,

(x1) Landlord Consent If consent is required, the lessor of the Premuses consents to the
assignment or sublease of the Premises to the transferee,

(xu)  Non-Use of Marks You and your Entity Owners have agreed that you and they will
not directly or indirectly at any time or in any manner (except with respect to Costa Vida Restaurants
owned and operated by you or them) identify yourself or themselves or any of their businesses as a
current or former Costa Vida Restaurant, or as a franchisee, licensee or dealer of us or our affiliates,
use any Mark, any colorable mmitation of any of the Marks or other indicia of a Costa Vida
Restaurant 1n any manner or for any purpose or use for any purpose any trade name, trade or service
mark or other commercial symbol that suggests or indicates a connection or association with us,

(xm) Refurbishment You or the transferee has agreed to any refurbishment of the
Restaurant required by us to bring the Restaurant in compliance with the then-current standards and
trade dress,

(x1v)  Restaurant Operation You have completed development of your Restaurant and are
operating your Restaurant in accordance with this Agreement,

(xv) Agreement Compliance You, your Owners and Affiliates must be in compliance
with the provisions of this Agreement and all other agreements with us or any of our Affiliates,

(xvi)  Securities Exchange Act The proposed transferee may not be an entity, or be
affilhated with an entity, that is required to comply with reporting and information requirements of
the Secunities Exchange Act of 1934, as amended,

(xvn) Area Development Agreement If you signed this Agreement pursuant to an area
development agreement, then the transferee must acquire, in a concurrent transaction, all of your
nights, and the rights of your Owners and Affihates, under this area development agreement (or any
successor area development agreement) and all franchise agreements for Costa Vida Restaurants that
you or your Owners or Affiliates signed pursuant to this area development agreement (or any
predecessor or successor area development agreement),

(xvi) Material Terms and Conditions We must not have disapproved the matenal terms
and conditions of this transfer (including the price and terms of payment and the amount to be
financed by the transferee 1n connection with this transfer, which shall not 1n any event exceed 75%
of the purchase price for the assets or stock to be transferred) on the basis that they are so
burdensome as to be likely, 1n our reasonable judgment, to adversely affect the transferee’s operation
of your Restaurant or 1ts complhiance with its franchise agreements, any area development agreements
and any other agreements being transferred, and

(x1x)  Other Conditions You and your transfernng Entity Owners, 1if you are an Entity,
have complied with any other conditions that we penodically reasonably require as part of our
transfer policies You and your Entity Owners and Affiliates must sign such other documents and do
such other things as we may reasonable require to protect our rights under this Agreement and under
any area development agreement

In connection with any assignment permutted under this Section, you will provide us with all
documents to be signed by you and the proposed transferee at least 30 days before signing
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D TRANSFER TO A WHOLLY-OWNED CORPORATION

If you are n full compliance with this Agreement, you will have the right to transfer your nights in
this Agreement to a corporation which will conduct no business other than the business contemplated by this
Agreement, which you actually manage and in which you maintain management control and own and control
100% of the equity and voting power of all 1ssued and outstanding capital stock Transfers of shares of this
corporation will be subject to the provisions of this Section 13 Even though a transfer 1s made under this
Section, you will remain personally liable under this Agreement as 1if the transfer to this corporation had not
occurred The articles of incorporation, by-laws and other orgamizational documents of the corporation will
recite that the 1ssuance and assignment of any interest in the corporation 1s restricted by the terms of this
Section 13, and all 1ssued and outstanding stock certificates of this corporation must bear a legend reciting or
referring to these restrictions

E DEATH OR DISABILITY OF FRANCHISEE

Upon the death or permanent disability of Franclusee or, if Franchisee 1s a corporation or
partnership, the owner of a Controlling Interest of Franchisee, the executor, admumstrator, conservator or
other personal representative of this person shall assign the Franchise or this interest in Franchisee to a third
party approved by the Company This disposition of the Franchise or this interest in Franchisee (including
transfers by bequest or mheritance) shall be completed within a reasonable time, not to exceed six months
from the date of death or permanent disability and shall be subject to all the terms and conditions applicable
to assignments contained 1n Paragraph C of this Section and to the Company’s right of first refusal contained
in Paragraph G of tlus Section (provided that Paragraph G shall not apply to transfers to members of the
immediate famuly of Franchisee or an owner of Franchisee or to transfers by gift, bequest or inheritance)
Failure to so dispose of the Franchise or this interest in Franchisee within that period of time shall constitute
a breach of this Agreement Pending disposition, the Company shall have the right to approve the
management of the Restaurant and no person whom the Company disapproved shall continue to act as a
manager of the Restaurant

F SPECIAL TRANSFERS

None of Section 13C(v), or Section 13C(v1) or Section 13C(x1v) shall apply to any Transfer of the
Franchise among any of your then-current Owners Neither Section 13C(v1) nor Section 13C(xviu) shall
apply to any Transfer of the Franchise to any member of your Immediate Family or the Immediate Family of
a then-current Owner of Franchisee (if you are a corporation, partnership, limited hability company or other
legal entity) On 30 days’ notice to us, you (if you are an individual or partnership) may transfer this
Agreement, m conjunction with a transfer of all of the assets of your Restaurant, by an agreement in form
and substance approved by us, to an entity which conducts no business other than the Restaurant (and other
Costa Vida Restaurants under franchise agreements granted by us), and of which you own and control all of
the equity and voting power The entity to which this Agreement 1s transferred must comply with Sections
7A and 7B None of the foregoing assignments shall relieve you or your Owners of your respective
obligations hereunder, and you and your Owners remain jomtly and severally lhable for all obligations
hereunder

G THE CoMPANY’S RIGHT OF FIRST REFUSAL

If you or any of your Owners desire to transfer the franchise for legal consideration, you or such
Owner must obtain a bona fide, signed wntten offer from a qualified purchaser and must deliver immediately
to us a complete and accurate copy of this offer If the offeror proposes to buy any other property or rights
from you or any of your Owners or Affiliates (other than nights under area development agreements or rights
to other franchise agreements for Costa Vida Restaurants) as part of the bona fide offer, the proposal for this
property or rights must be set forth 1n a separate, contemporaneous offer that 1s fully disclosed to us, and the
price and terms of purchase offered to you or your Owners for the Transfer of the Franchise must reflect the
bona fide price offered therefore and may not reflect any value for any other property or rights

20432014 CoSTA VIDA FRANCHISE AGREEMENT
41
+073799-11152487 2



We have the option, exercisable by notice delivered to you or your Owners within 30 days from the
date of delivery of a complete and accurate copy of such offer to us, to purchase such interest for the price
and on the terms and conditions contamed n such offer, provided that (1) we may substitute cash for any
form of payment proposed 1n this offer, (2) our credit shall be deemed equal to the credit of any proposed
purchaser, and (3) we will have not less than 90 days from the option exercise date to consummate the
transaction We have the nght to investigate and analyze the business, assets and liabilities and all other
matters we deem necessary or desirable to make an informed investment decision with respect to the fairness
of the terms of our nght of first refusal We may conduct such investigation and analysis in any manner we
deem reasonably appropnate and you and your Owners must cooperate fully with us 1n connection therewith

If we exercise our option to purchase, we are entitled to purchase such interest subject to all
representations and warranties, closing documents, releases, non-competition covenants and indemmties we
as reasonably may require, provided 1f we exercise our option as result of a written offer reflected 1n a fully
negotiated definitive agreement with the proposed purchaser, we will not be entitled to any additional
representations, warranties, closing documents or indemmities that will have a matenally adverse effect on
your rights and obligations under the defimitive agreement If we do not exercise our option to purchase, you
or your Owners may complete the sale to the offeror pursuant to and on the exact terms of this offer, subject
to our approval of the transfer as provided in Section 13A, 13B, or 13C provided that if the sale to this
offeror 1s not completed within 90 days after delivery of this offer to us, or 1if there 1s a matenal change n
the terms of the offer, you must promptly notify us and we will have an additional option to purchase (on
the terms of the revised offer, 1f any, and otherwise as set forth herein) during the thirty-day penod following
your notification of the expiration of the mnety-day period or the material change to the terms of the offer

H EFFECT OF CONSENT TO ASSIGNMENT

The Company’s consent to an assignment of the Franchise or any interest subject to the restrictions
of this Section, shall not constitute a waiver of any claims 1t may have agaimnst the assignor, nor shall 1t be
deemed a waiver of the Company’s right to demand exact compliance with any of the terms or conditions of
the Franchise by the assignee(s), nor a representation as to the fairness of the terms of any agreement or
arrangement between you and the transferee or as to the prospects of success of the Costa Vida Restaurant
by the transferee Any approval shall apply only to the specific Transfer of the Franchise being proposed
and shall not constitute an approval of, or have any bearing on, any other proposed transfer of the Franchise

I SECURITIES OFFERINGS

In the event we decide to offer for sale secunties in the Company and you or any of your Owners
purchase these securities, neither you nor any of your Owners may issue or sell, or offer to 1ssue or sell, any
of your Costa Vida securities or any Costa Vida secunities of any of your Affiliates, regardless of whether
this sale or offer would be required to be registered pursuant to the provisions of the Securities Act of 1933,
as amended, or the securities laws of any other jurisdiction, without obtaining our prior consent and
complying with all of our requirements and restrictions concerming use of information about us and our
Affilates Neither you nor any of your Owners may issue or sell your secunties or the securities of any of
your Affiliates 1f (1) these secunties would be required to be registered pursuant to the Securities Act of
1933, as amended, or these securnties would be owned by more than thirty-five persons, or (2) after this
1ssuance or sale, you or this Affiliate would be required to comply with the reporting and information
requirements of the Securities Exchange Act of 1934, as amended

Any proposed private placement of your or of your Affiliate’s secunties must be approved by us,
provided however, we shall not be responsible for its contents and you shall indemmfy and hold us harmless
from any and all claims associated with such private placement
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14 TERMINATION

A IMMEDIATE TERMINATION

You are in material breach and deemed to be 1n default of this Agreement, and this Agreement will

automatically terminate without notice, at our discretion, 1f any of the following events occur

® Criminal Acts  The conviction or entry of a guilty plea or no contest to charges
involving fraudulent conduct or a felony or misdemeanor involving moral turpitude by either
Franchisee or a principal of Franchisee

(n) Insolvency You file a petition in bankruptcy or for reorgamzation or for an
arrangement pursuant to any federal or state bankruptcy law or any similar federal or state law, or are
adjudicated a bankrupt or make an assignment for the benefit of creditors or admit in writing your
mnability to pay your debts generally as they become due, or if a petition or answer proposing the
adjudication of you as a bankrupt or your reorganization pursuant to any federal or state bankruptcy
law or any simular federal or state law 1s filed in any court and you consent to or acquesce 1 the
filing thereof or this petition or answer 1s not discharged or denied within 30 days after the
occurrence of any of the foregoing, or if a receiver, trustee or liquidator of you or of all or
substantially all of your assets or your interest in this Agreement 1s appointed in any proceeding
brought by you, or if any such receiver, trustee or liquidator 1s appointed 1n any proceeding brought
against you and 1s not discharged within 30 days after the occurrence thereof, or 1f you consent to or
acquiesce 1n this appointment (any such event described 1n this Section being referred to as an
“Insolvency Event”), or if you request the appointment of a receiver or make a general assignment
for the benefit of creditors, or 1f your bank accounts, property or accounts receivable are attached or
signing 1s levied against your business or property or,

(1) Unauthorized Transfer A Transfer occurs 1n violation of the provisions of Section

13,

(1v) Misstatements and Other Adverse Developments You (or, if you are an Entity, any
Entity Owner of you) have made any material misrepresentation or omussion in your application for
the rights conferred by this Agreement, are convicted by a trial court of, or plead no contest to, a
felony or to any other cnme or offense that may adversely affect the goodwill associated with the
Marks, or if you engage in any conduct which may adversely affect the reputation of any Costa Vida
Restaurant or the goodwill associated with the Marks,

w) Unauthorized Use of Marks or Confidential Information You or any of your Entity
Owners make any unauthorized use of the Marks or any unauthorized use or disclosure of
Confidential Information,

(v1) Abandonment You abandon or fail actively to operate your Restaurant for three
consecutive days unless your Restaurant has been closed for a purpose approved 1n advance by us in
wnting or because of fire, flood or other casualty or government order,

(v)  Breach of Lease, Loss of Right of Possession You are in breach of any of your
obligations under your lease or sublease of the Premises or you lose the right to possession of the
Prenuses,

(vin)  Failure to Comply with Certain System Standards and Health Requirements You
fail or refuse to comply with System Standards relating to the cleanliness or samitation of your
Restaurant or violate any health, safety or samtation law, ordinance or regulation,

(1x) Understatements of Gross Revenues You understate your Restaurant’s Gross
Revenues 1n any report or financial statement by an amount greater than two percent (2%),
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x) Failure to Make Payments You or any of your Affiliates fail to make payments,
when due, of any amounts due to us or our Affiliates under this Agreement or any other agreement
with us or our Affiliates,

(x1) Failure to Pay Taxes You fail to pay any federal or state income, sales or other
taxes due with respect to your Restaurant’s operations unless you are mn good faith contesting your
liability for the taxes,

(xn)  Repeated Breaches You fail on two or more separate occasions within any period of
twelve consecutive months or on three occasions during the term of this Agreement to submuit when
due reports or other data, information or supporting records or to pay when due the Royalty Fees or
other payments due to us or our Affihates or otherwise fail to comply with this Agreement, whether
or not the failures to comply are corrected after notice thereof is delivered to you,

(xin)  Financing Defaults You default with respect to any of your obligations to us or any
other lender under any financing provided to you in connection with this Franchise Agreement or a
purchase of Restaurant assets, or

(xtv)  Default of any Other Agreement You default in the performance or observance of
any of your obligations under any other agreement with us or our Affiliates Also, a final judgment
against you i the amount of Twenty-Five Thousand Dollars ($25,000) or more remains unsatisfied
of record for 30 days or longer,

(xv)  Foreclosure A suit 1s filed to foreclose any lien or mortgage against any of your
assets and this suit 1s not dismussed within 30 days,

(xvi)  Corporate or Partnership Dissolution You voluntarily dissolve or liquidate or have a
petition filed for corporate or partnership dissolution and this petition i1s not dismissed within 30
days,

(xvu) Anti-Terrorism Laws You are otherwise in violation of any of the Anti-Terrorism

Laws

You expressly waive all nghts under the provisions of the bankruptcy or other applicable laws and
rules, and consent to the immediate termination of this Agreement as provided heremn  You agree not to seek
an order from any court, tribunal, or agency 1n any junsdiction relating to bankruptcy, msolvency,
reorganization or any similar proceedings that would have the effect of staying or enjoining this provision

B NoOTICE OF TERMINATION

In addition to our nght to terminate pursuant to other provisions of this Agreement and under
applicable law, we have the night to terminate this Agreement, effective upon delivery of notice of
termination to you, 1f you or any of your Entity Owners or Affilates

) fail to open your Restaurant and start business, as provided 1n Sections 3C and 3E,

(1) abandon or fail to actively operate your Restaurant for three consecutive days, except
where this failure to actively operate results solely from causes beyond your reasonable control,

(m) surrender or transfer control of the operation of your Restaurant without prior written
consent,

(v) make any material musstatement or omussion in the Personal Profile, the ADA
Application or 1n any other information, report or summary provided to us at any time,

™) suffer cancellation or termunation of the lease or sublease for your Restaurant,
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(1) are convicted of, or plead no contest to, a felony or other crime or offense that we
reasonably believe may adversely affect the System Standards or the goodwill associated with the
Marks,

(vi)  make any unauthorized use or disclosure of any Confidentital Information or use,
duplicate or disclose any portion of the Operations Manual n violation of this Agreement,

(vin)  fail or refuse to comply with any mandatory specification, standard, or operating
procedure prescribed by us relating to the cleanliness or samtation of your Restaurant or violate any
health, safety or sanitation law, ordtnance or regulation, that we reasonably believe may pose harm to
the public or to you or our reputation, and do not correct thus failure, refusal or violation within
twenty-four hours after written notice thereof 1s delivered to you,

(1x) fail to report accurately Gross Revenues, to establish, maintain and/or have sufficient
funds available 1n the designated account as required by Section 6D of this Agreement or to make
payment of any amounts due us or any of our Affiliates, and do not correct this failure within 10
days after wnitten notice of this failure 1s delivered to you,

(x) fail to make a timely payment of any amount due to a supplier unaffiliated with us
(other than payments which are subject to bona fide dispute), and do not correct this failure within
30 days after we deliver to you notice of this failure to comply,

(x1) fail to comply with any other provision of this Agreement or any other mandatory
spectfication, Systern Standards or operating procedure or other obhgation that we perodically
prescribe 1n the Operattons Manual and do not correct this faillure within 30 days after notice of this
failure to comply 1s delivered to you, or

(xu)  fail on three or more separate occasions within any pertod of twelve consecutive
months to submut when due reports or other data, information or supporting records or to pay when
due royalties, advertising fund contributions or other payments due us, any of our Affihates or any
unaffiliated suppliers or otherwise fail to comply with this Agreement or any mandatory
specification, standard or operating procedure or other obligation that we periodically prescribe 1n the
Operations Manual, whether or not this failure 1s corrected after notice 1s delivered to you

(xm) lose the nght to possession of the Premuses, or otherwise forfeit the right to do or
transact busimess 1 the jurisdiction where the Restaurant 1s located, and do not correct this failure
within 10 days after written notice of this failure 1s delivered to you,

(xtv)  deny us the right to inspect, examine or audit your Restaurant and your Restaurant’s
books and do not correct this faillure within 10 days after written notice of this failure 1s delivered to
you,

(xv)  fail to submit any financial statement or report when required, or your submission 1s
mcorrect or mcomplete, and do not correct this failure within 10 days after written notice of this
failure 15 delivered to you,

(xvi)  fail to pay any federal or state income, sales, or other taxes due on your Restaurant’s
operations, unless you are in good faith contesting hability for these taxes, and do not correct this
faillure within 10 days after written notice of this failure 1s delivered to you,

(xvi)  violate any federal labor laws, and do not correct this failure within 10 days after
written notice of this failure 1s delivered to you,

(xvin) fail to commence repair or restoration of your Restaurant after damage or destruction
as provided n Section 3C, or fail to msure the Restaurant as provided in Section 8H, and do not
correct this faillure within 30 days after written notice of this failure 1s delivered to you,
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(ax)  faill to commence repair, restoration, modernization of your Restaurant after we
provide you a written request to do so as provided 1 Section 8A, and do not correct this failure
within 30 days after written notice of this failure 1s delivered to you,

(xx)  fail to comply with the in-term covenants in Section 9B of this Agreement, fail to
obtain signing of the covenants required under that Section, or fail to comply with the confidentiality
non-competition agreement found in Exhibit F, and do not correct this failure within 10 days after
written notice of this failure 1s delivered to you, and

(xx1)  fail to notify us of your Operation Partner, general manager, or prep cook/kitchen
manager’s termination and/or fail to hire or select a successor Operating Partner who satisfies the
requirements provided for in Section 7C will be considered as a breach of this Agreement

We have no obligation whatsoever to refund any portion of the franchise fee upon any termination

C QOur RIGHT TO TERMINATE IN CERTAIN OTHER CIRCUMSTANCES

(1) Failure to Complete Traiming If you or any imtial attendee to our tramning programs
fails to complete all phases of the imitial and intensive traimng program to our satisfaction, we will
have the nght to termunate this Agreement effective upon delivery of notice of termination to you If
we termunate the Agreement as permutted by this provision, we will refund to you the imtial franchise
fee less all reasonable expenses mcurred by us in connection with (1) the preparation of this
Agreement and all related agreements, (11) the grant of the Franchise, (1) approval of the Premuses,
(1v) selection of the Premuses, (v) tramning services and matenals, and (vi) any other services
performed by us in connection with the establishment and development of your Restaurant
However, 1n no event will the refund exceed 50% of the imtial franchise fee The refund will be
delivered to you upon signing of all releases, waivers and other agreements necessary to terminate
the relationship between you and us

() Failure to Open Your Restaurant for Business If you fail to open your Restaurant
for business 1n comphance with Section 3, we will also have the night to termunate this Agreement
effective upon delivery of notice of termination to you No refund of the imtial franchise fee will be
made 1n these circumstances

If you are 1n default of this Agreement for abandonment (as described above), we have the night, at
our option, to enter the Premises and assume the management of your Restaurant for any period of time we
deem appropniate If we assume management of your Restaurant, we will appoint a manager who will
maintain Restaurant operations All funds from the operation of your Restaurant during the period of
management by our appointed manager will be kept 1n a separate fund, and all expenses of your Restaurant,
including compensation, other costs, and travel and living expenses of our appointed manager, will be
charged to this fund As compensation for these management services, we may charge this fund 10% of the
Gross Revenues of your Restaurant during the period of our management Operation of your Restaurant
during any such period will be on your behalf, provided that we will have a duty only to use our good faith
effort and will not be hable to you for any debts or obligations incurred by your Restaurant or to any of your
creditors for any merchandise, matenals, supplies or services purchased by your Restaurant during any period
in which your Restaurant 1s managed by our appointed manager You will mamntain in force for your
Restaurant all insurance policies required by this Agreement Our right to assume management of your
Restaurant pursuant to this Section 1s 1n addition to and does not affect our right to termunate this Agreement

15 RIGHTS AND OBLIGATIONS OF THE COMPANY AND FRANCHISEE UPON TERMINATION OR
EXPIRATION OF THE FRANCHISE

A REVISION OF RIGHTS

You agree that upon termunation or expiration of this Agreement, all of your nghts to use the Marks
and all other rights and licenses granted herein and the nght and license to conduct business under the Marks
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at your Restaurant and on the Premuses shall revert to us without further act or deed of any party All right,
title and interest of you 1n, to, and under this Agreement shall become our property

B PAYMENT OF AMOUNTS OWED TO Us AND OTHERS FOLLOWING TERMINATION OR
EXPIRATION

You must pay us within 15 days after the date of termination or expiration of this Agreement, or
such later date as the amounts due to us are determined, the Royalty Fees, marketing fees, amounts owed for
purchases by you from us or our Affiliates, interest due on any of the foregoing and all other amounts owed
to us or our Affihates which are then unpaid

C DISCONTINUANCE OF THE USE OF THE MARKS FOLLOWING TERMINATION OR EXPIRATION

You agree that, upon termination or expiration of this Agreement, you will

)] Not directly or indirectly at any time or in any manner (except with respect to other
Costa Vida Restaurants owned and operated by you) rdentify yourself or any business as a current or
former Costa Vida Restaurant, or as a franchisee, licensee or dealer of us or our Affiliates, and not
use any Mark, any colorable imitation of a Mark or other indicia of a Costa Vida Restaurant m any
manner or for any purpose or use for any purpose any trade name, trade or service mark or other
commercial symbol that suggests or indicates a connectton or association with us or our Affihates,

() Delwver to us all signs, sign-faces, sign-cabinets, marketing materials, forms, invoices
and other materials contaming any Mark or otherwise identifying or relating to a Costa Vida
Restaurant and allow us, without hability, to remove all these items from your Restaurant,

(i) Take such action as may be required to cancel all fictitious or assumed name or
equivalent registrations relating to your use of any Mark,

(v) If we do not exercise our nght to purchase your Restaurant pursuant to Section 15E,
promptly remove from the Prenmuses, and discontinue using for any purpose, all signs, fixtures,
furmture, décor 1tems, advertising materials, forms and other matenals and supphers which display
any of the Marks or any distinctive features, images, or designs associated with Costa Vida
Restaurants and, at your expense, make such alterations as may be necessary to distinguish the
Premses so clearly from its former appearance as a Costa Vida Restaurant and from other Costa
Vida Restaurants as to prevent any possibility of confusion by the public,

v) Deliver all materials and supplies 1dentified by the Marks 1n full cases or packages to
us for credit and dispose of all other matenals and supplies i1dentified by the Marks within 30 days
after the effective date of termination of this Agreement,

(v1) Notify the telephone company and all telephone directory publishers of the
termunation of your rnight to use any telephone and telecopy numbers and any regular, classified or
other telephone directory listings associated with any Mark and to authorize transfer of those rights
to us, or at our direction, our designee You agree that, as between you and us, we have the right to
and nterest 1n all telephone and fax numbers and directory listings associated with any Mark You
authorize us and appoint us and any of our officers as your attorney-in-fact, to direct the telephone
company and all telephone directory publishers to transfer any telephone and fax numbers and
directory listings relating to your Restaurant to us, or our designee, should you fail or refuse to do
so, and the telephone company and all telephone directory publishers may accept such direction or
this Agreement as conclusive of our exclusive nghts in the telephone and telecopy numbers and
directory listings and our authority to direct their transfer, and

(vi)  Furmish us, within 30 days after the effective date of termunation, with evidence
satisfactory to us of your compliance wtith the obligations n this Section

(vin)  Immediately discontinue the use of any of our proprietary software,
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(1x) Immediately discontinue any mode of communications on the Intranet (the Franchise
Website) and Internet directly or indirectly relating to your Restaurant, including any Authorized
Websites or any pages associated with your Restaurant, and immediately take all steps required by us
to transfer any domamn name associated with your Restaurant to us (such as signing a Registrant
Name Change Agreement with applicable Registrar) You wrrevocably appoint an authonized officer
of ours as your duly authonzed agent and attorney-in-fact to sign all instruments and take all steps to
transfer these domain names,

x) Immediately cease to use all Confidential Information and return to us all copies of
the Operations Manual and any other confidential information which have been loaned to you,

You agree that if you fail to fulfill any of the obligations contained m this Section upon termination
or expiration of this Agreement, we have the right, at our option, to perform these obligations at your
expense

D DisCONTINUANCE OF USE OF CONFIDENTIAL INFORMATION FOLLOWING TERMINATION OR
EXPIRATION, POST-TERM COVENANT NoT 10 COMPETE

You agree that, upon terrunation or expiration of this Agreement, you will immediately cease to use
any confidential information disclosed to you pursuant to this Agreement 1n any business or otherwise and
you will return to us all copies of the Operations Manual and any other Confidential Information, which we
have loaned to you Upon termination of this Agreement for any reason, you agree that, for a period of two
years (or three years if we purchase your Store as provided below), commencing on the effective date of
termmation, neither you, your Owners, nor any other Restricted Person will directly or indirectly own a legal
or beneficial interest 1n, or render services or give advice to (1) any Competitive Business operating 1n the
Protected Area, (2) any Competitive Business operating within a radius of five miles of any Costa Vida
Restaurant 1n operation or under construction on the effective date of termunation or expiration, (3) any entity
which grants franchises or licenses other interests to others to operate any Competitive Business, or (4)
recruit or hire any person who 1s an employee of ours or of any Costa Vida Restaurant operated by us, our
Affihates or another franchisee of ours without obtaining the employer’s consent, which consent may be
withheld for any reason

You expressly acknowledge that you, your Entity Owners, and the other Restricted Persons possess
skills and abilities of a general nature and have other opportunities for exploiting those skills Consequently,
enforcement of the covenants made 1n this Section will not deprive you or any of the other Restricted
Persons of their personal goodwill or ability to earn a living If any covenant in this Agreement which
restricts competitive activity 1s deemed unenforceable by virtue of 1ts scope 1n terms of area, business activity
prohibited and/or length of time, but would be enforceable by reducing any part or all of the covenant, you
and we agree that the covenant will be enforced to the fullest extent permussible under the laws and public
policies applied in the junisdiction in which enforcement 1s sought If you or any of your Owners fail or
refuse to abide by any of the foregoing covenants and we obtain enforcement in a judicial proceeding, the
obligations under the breached covenant will continue 1n effect for a period of time ending two years after
the date of the order enforcing the covenant

E QOuR OPTION TO PURCHASE YOUR ASSETS

We shall have the right to purchase the assets of your Restaurant, upon termmation or expiration
(without renewal) of this Agreement We shall have the nght, exercisable by giving notice thereof
(“Appraisal Notice”) within 10 days after the date of this termunation or expiration of this Agreement, to
require that a determunation be made of the “Fair Market Value” (as defined below) of any or all of the
assets of your Restaurant which you own, including inventory of non-perishable products, matenals, supplies,
furmture, equipment, signs, and any and all leasehold improvements, fixtures, building and land, but
excluding any cash and short-term investments and any items not meeting our specifications for Costa Vida
Restaurants (the “Purchased Assets”) Notwithstanding the foregoing, 1f you notify us not less than 180 days
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nor more than 270 days before expiration, then we agree, if we desire to exercise our right to purchase, to
give you the Appraisal Notice at least 120 days before the date of expiration of this Agreement

Upon delivery of the Appraisal Notice, you may not sell or remove any of the assets of your
Restaurant from the Premises (other than in the ordinary course of business) and must give us, our
designated agents and the “Appraiser” (as defined below) full access to your Restaurant and all of your
books and records at any times during customary business hours to conduct inventories and determune the
purchase price for the Purchased Assets

The Fair Market Value shall be determuned based upon the amount that an arm’s length purchaser
would be willing to pay for the Purchased Assets, assumng that the Purchased Assets would be used for the
operation of a Costa Vida Restaurant under a valid franchise agreement reflecting the then-current (or 1f we
are not offering franchises at that time, then the most recent) standard terms upon which we offer or offered
franchises for Costa Vida Restaurants Under no circumstances does this calculation contemplate any value
be attributed to any goodwill associated with the Marks or any value attributed to other Intellectual Property
or the System Standards, provided, however, that an amount may, 1f appropnate, be attributed to the going
concern value of your Restaurant You and we hereby agree that the valuation methodology described herein
1s a fair and reasonable method by which to value the Purchased Assets

Notwithstanding, the mutually agreeable valuation methodology, 1f you and we are unable to agree
on the final calculation of the Fair Market Value of the Purchased Assets, within 15 days after the Appraisal
Notice, then Fair Market Value will be determined by a member of a nationally recognized accounting firm
(other than a firm which conducts audits of our or your financial statements) mutually selected by you and us
who has experience 1n the valuation of restaurant businesses (the “Appraiser”) If we are unable to agree on
the Appraiser within 30 days after the Appraisal Notice, either party may demand the appomntment of an
Appraiser be made by the director of the Regional Office of the Amencan Arbitration Association located
nearest to Salt Lake City, Utah, and this person shall be the Appraiser

The Appraiser will make his or her determination and submut a wntten report (the “Appraiser
Report”) to you and us as soon as practicable, but in no event more than 60 days after his or her
appomntment Each party may submut 1n writing to the Appraiser its judgment of Fair Market Value (together
with 1ts reason therefore), however, the Appraiser shall not be limited to these submussions and may make
such independent investigations as he or she reasonably determunes to be necessary The Appraiser’s fees
and costs shall be borne equally by the Parties

We have the option, exercisable by delivering notice thereof within 30 days after submission of the
Appraisal Report (or the date that an agreement 1s reached, if the Parties agree to the Fair Market Value), to
agree to purchase the Purchased Assets at Fair Market Value We shall have the unrestricted right to assign
this option to purchase separate and apart from the remainder of this Agreement

If we exercise our option to purchase, the purchase price for the Purchased Assets will be paid 1n
cash at the closing, which will occur at the place, time and date we designate, but not later than 60 days after
the exercise of our option to purchase the Purchased Assets At the closing, we will be entitled to all
representations, warranties, title insurance policies and other closing documents and post-closing
indemnifications as we reasonably require, including (1) instruments transferring good and marketable title
to the Purchased Assets, free and clear of liens, encumbrances, and lhabilities, to us or our designee, with all
sales and other transfer taxes paid by you, and (2) an assignment of all leases of assets used in the operatton
of your Restaurant, including land, bmlding and/or equipment (or if an assignment 1s prohibited, a sublease
to us or our designee for the full remaming term and on the same terms and conditions as your lease,
mmcluding renewal and/or purchase options), provided, however, that 1f any of your Owners or Affihates
directly or indirectly owns the land, building and/or equipment of your Restaurant, you will, at our option,
cause this Owner or Affiliate to grant to us a lease at reasonable and customary rental rates and other terms
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prevailing 1n the commumty where your Restaurant 1s located Any dispute concerning the rental rates and
terms of this lease shall be resolved by the Appraiser

If you cannot deliver clear title to all of the Purchased Assets, or if there are other unresolved 1ssues,
the closing of the sale may, at our option, be accomplished through an escrow on these terms and conditions
as we deem appropnate, including the making of payments, to be deducted from the purchase price, directly
to third parties to obtain clear title to all of the Purchased Assets Further, you and we shall comply with
any applicable bulk sales provisions of the Uniform Commercial Code as enacted in the state where the
Premises are located and all applicable state and local sales and income tax notification and/or escrow
procedures We have the right to set off against and reduce the purchase price by any and all amounts owed
by you or any of your Owners or Affiliates to us or any of our Affiliates

Upon delivery of the Appraisal Notice and pending (1) determination of Fair Market Value, (2) our
option period, and (3) the closing of the purchase, we may authorize continued temporary operations of your
Restaurant pursuant to the terms of this Agreement, subject to the supervision and control of one or more of
our appomted managers

F CONTINUING OBLIGATIONS

All obligations of us and you which expressly or by thewr nature survive the termunation of this
Agreement will continue 1 full force and effect subsequent to and notwithstanding termination and until they
are satisfied 1n full or by their nature expire

16 RELATIONSHIP OF PARTIES/INDEMNIFICATION

A INDEPENDENT CONTRACTORS

Franchisor and Franchisee acknowledge and agree that the relationship created under the Agreement
1s that of independent Contractors Neither this Agreement nor the dealings of the parties pursuant to this
Agreement shall create any fiduciary relationship or the relationship of principal and agent or employer and
employee between the parties, and 1n no circumstances shall either party, their officers, directors, agents,
employees, salespeople, or similar persons be considered the agents or employees of the other party

You understand and agree that we may operate and change the System and our business in any
manner that 1s not expressly and specifically prohibited by this Agreement Whenever we have expressly
reserved in this Agreement or are deemed to have a right and/or discretion to take or withhold an action, or
to grant or decline to grant you a right to take or withhold an action, except as otherwise expressly and
specifically provided 1n this Agreement, we may make our decision or exercise our right and/or discretion on
the basis of our judgment of what 1s 1n our best interests, including our judgment of what 1s 1n the best
interest of our franchise network, at the time our decision 1s made or our right or discretion 1s exercised,
without regard to whether (1) other reasonable alternative decisions or actions could have been made by us,
(2) our decision or the action we take promotes our financial or other individual interest, (3) our deciston or
the action we take applies differently to you and one or more other franchisees or our company-owned or
company-affiliated operations, or (4) our deciston or the exercise of our right or discretion 1s adverse to your
mnterests In the absence of an applicable statute, we will have no liability to you for any such decision or
action We and you intend that the exercise of our right or discretion will not be subject to limitation or
review If applicable law 1mplies a covenant of good faith and fair dealing in this Agreement, we and you
agree that this covenant shall not imply any nights or obligations that are inconsistent with a fair construction
of the terms of this Agreement and that this Agreement grants us the right to make decisions, take actions
and/or refrain from taking actions not inconsistent with your rights and obligations hereunder

B INDEMNIFICATION

You must indemnify us, our Affilates and our respective directors, officers, employees, shareholders,
members, agents, successors and assigns (collectively “indemmtees”), and to hold the indemnitees harmless
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to the fullest extent permutted by law, from any and all losses and expenses (as defined below) incurred 1n
connection with any litigation or other form of adjudicatory procedure, claim, demand, investigation, or
formal or informal inquiry (regardless of whether 1t 1s reduced to judgment) or any settlement thereof which
arises drectly or indirectly from, or as a result of, a claim of a third party against any one or more of the
indemmitees 1n connection with the development, ownership, operation or closing of any of your Costa Vida
Restaurants (collectively “event”), and regardless of whether it resulted from any strict or vicarious hability
mmposed by law on the indemnitees, provided, however, that this indemmty will not apply to any lability
arising from a breach of this Agreement by the indemnitees or the gross negligence or willful acts of
indemmtees (unless jont liabtlity 18 involved, in which event the indemnification provided herein will extend
to any finding of comparative or contributory negligence attributable to you) The term “losses and
expenses” includes compensatory, exemplary, and punitive damages, fines and penalties, attormey’s fees,
experts’ fees, court costs, costs assoclated with investigating and defending against claims, settlement
amounts, judgments, compensation for damages to our reputation and goodwill, and all other costs associated
with any of the foregoing losses and expenses We agree to give you reasonable notice of any event of
which we become aware for which mndemnification may be required and we may elect (but are not oblhigated)
to direct the defense thereof, provided that the selection of counsel shall be subject to your consent, which
consent shall not be unreasonably withheld or delayed We may, in our reasonable discretton, take such
actions as we deem necessary and appropriate to investigate, defend, or settle any event or take other
remedial or corrective actions with respect thereto as may be necessary for the protection of indemnitees or
Costa Vida Restaurants generally, provided however, that any settlement shall be subject to your consent,
which consent shall not be unreasonably withheld or delayed Further, notwithstanding the foregomng, if the
msurer on a policy or policies obtained in compliance with your Franchise Agreement agrees to undertake
the defense of an event (an “Insured Event™), we agree not to exercise our right to select counsel to defend
event 1f this would cause your insurer to deny coverage We reserve the rnight to retain counsel to represent
us with respect to an Insured Event at our sole cost and expense This Section shall continue in full force
and effect subsequent to and notwithstanding the expiration or termination of this Agreement

C TAXES

We will have no hability for any sales, use, service, occupation, excise, gross receipts, income,
property or other taxes, whether levied upon your Restaurant, your property or upon us, i connection with
furmishings or equipment purchased, sales made or business conducted by you (except any taxes we are
required by law to collect from you, in which case you shall be liable to us for the amount of any taxes
owed) Payment of all these taxes shall be your responsibility In the event of a bona fide dispute as to your
hability for taxes, you may contest your hability in accordance with applicable law In no event, however,
will you permut a tax sale, seizure, or attachment to occur against your Restaurant or any of its assets

17 DisrutE RESOLUTION

A CONSENT TO JURISDICTION

We may institute an action against you You and your Owners irrevocably submut to the jurisdiction
of the courts of the State of Utah i any suit, action or proceeding, ansing out of or relating to this
Agreement or any other dispute between you and us, and you urevocably agree that all claims 1n respect of
any suit, action or proceeding must be brought and/or defended except with respect to matters that are under
the exclusive jurisdiction of the Federal Courts of the United States, which shall be brought and/or defended
in the Federal District Court sitting in Salt Lake City, Utah You irrevocably waive, to the fullest extent you
may lawfully do so, the defense of an mconvement forum to the maintenance of this suit, action or
proceeding and agree that service of process for purposes of any suit, actton or proceeding need not be
personally served or served within the State of Utah but may be served with the same effect as if you were
served within the State of Utah, by certified mail or any other means permitted by law addressed to you at
the address set forth herein Nothing contained herein shall affect our nights to bring a suit, action, or
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proceeding 1n any other appropnate jurisdiction, including any suit, action or proceeding brought by us to
enforce any judgment against you entered by a State or Federal Court

B WAIVER OF PUNITIVE DAMAGES AND JURY TRIAL

Except with respect to your obhgations regarding use of the Marks and Confidential Information, we
and you (and your Owners) each warves, to the fullest extent permitted by law, any right to or claim for any
pumtive or exemplary damages agamnst the other You and each of your Owners waive to the fullest extent
permutted by applicable law, the nght to recover consequential damages for any claim directly or indirectly
ansing from or relating to this Agreement

Furthermore, the Parties agree that any legal action 1n connection with this Agreement shall be tried
to the court sitting without a jury, and all Parties waive any rnight to have any action tried by jury

The provisions of this Section 17B shall continue i full force and effect subsequent to and
notwithstanding expiration and termination of this Agreement

18 MISCELLANEOUS

A SEVERABILITY AND SUBSTITUTION OF VALID PROVISIONS

Each section, paragraph, term and provision of this Agreement shall be considered severable and if
any portion of this agreement 1s held to be invalid, contrary to, or in conflict with any applicable present or
future law or regulation, 1t shall not have any effect upon these other porttons of this Agreement as may
remain otherwise intelligible If any applicable and binding law or rule of any jurisdiction requires a greater
prior notice of the termunation of or refusal to renew this agreement than 1s required under this Agreement,
or the taking of some other action not required under 1t, or if under any applicable and binding law or rule of
any junsdiction, any provision of this agreement or any specification, standard or operating procedure
prescribed by the Company 1s invalid or unenforceable, the prior notice and/or other action required by this
law or rule shall be substituted for the comparable provisions of this Agreement, and the Company shall have
the right to modify this invalid or unenforceable provision, specification, standard or operating procedure 1f
required to be valid and enforceable You must be bound by any modification to this Agreement
Otherwise, all modifications to this Agreement must be in wnting signed by both Parties (except for
modifications accomplished by wirtue of the Company’s amendment to System Standards and/or the
Operations Manual as described herein) If any covenant herem which restricts competitive activity 1s
deemed unenforceable by virtue of its scope or mn terms of geographic area, type of business activity
prohibited and/or length of time, but could be rendered enforceable by reducing any part or all of it, you and
we agree that 1t will be enforced to the fullest extent permussible under applicable law and public policy

Nothing 1n this Agreement or any related agreement 1s intended to disclaim Franchisor’s
representations made in the Uniform Franchise Disclosure Document

B WAIVER OF OBLIGATION

The Company and you may by written instrument unilaterally waive or reduce any obligation of, or
restriction upon, the other under this Agreement, effective upon dehvery of written notice to the other The
Company and you shall not be deemed to have waived or impaired any right, power or option reserved by
this Agreement (1) by virtue of any custom or practice of the Parties at variance with the terms of this
Agreement, (1) any failure, refusal or neglect of the Company or you to exercise any right under this
Agreement or to msist upon exact compliance by the other with its obligations under this Agreement, (1)
any watver, forbearance, delay, failure or omussion by the Company to exercise any right, power or option
with respect to any other Costa Vida Restaurant, or (1v) the acceptance by the Company of any payments due
from you after any breach of thuis Agreement Neither the Company nor you shall be liable for loss or
damage or deemed to be 1n breach of this Agreement 1if its failure to perform 1ts obligations results from (1)
transportation shortages, inadequate supply of labor, matenal or energy, or the voluntary foregoing of the

26432014 CoSsTa VIDA FRANCHISE AGREEMENT

52
H073799-41152487 2



right to acquire or use any of the foregoing to accommodate or comply with the orders, requests, regulations,
recommendations or nstructions of any federal, state or muntcipal government or any department or agency
thereof, (1) compliance with any law, ruling, order, regulation, requirement or instruction of any agency of
government, (1) acts of God, (1v) acts of omussions of the other party, (v) fires, strikes, embargoes, war, or
riot, or (v1) any other similar event or cause Any delay resulting from any cause shall extend performance
accordingly or excuse performance, in whole or 1n part, as may be reasonable

C ACKNOWLEDGEMENT ADDENDUM

Franchisee acknowledges that Franchisee knowmngly and truthfully executed Exhbit A attached
hereto, or documents identical thereto, in which Franchisee acknowledges certain statements and
representattons

D CoSsTS AND ATTORNEY’S FEES

In a judicial proceeding, the non-prevailing party agrees to reimburse the prevailing party for all of
the prevailing party’s costs and expenses, including reasonable accounting, paralegal, expert witness and
attorneys’ fees

E GOVERNING LAw

This Agreement shall be construed under the laws of the State of Utah, provided the foregoing shall
not constitute a waiver of any of your nghts under any applicable franchise law of another state Otherwise,
i the event of any conflict of law, Utah law will prevail, without regard to 1ts conflict of law principles
However, 1f any provision of this Agreement would not be enforceable under Utah law, and if your
Restaurant 1s located outside of Utah and this provision would be enforceable under the laws of the state in
which your Restaurant 1s located, then this provision shall be construed under the laws of that state Nothing
in this Section 18E 1s intended to subject this Agreement to any franchise or simular law, rule or regulation
of the State of Utah to which 1t otherwise would not be subject

F SPECIFIC PERFORMANCE/INJUNCTIVE RELIEF

We may obtain in any court of competent jurisdiction any injunctive relief, including temporary
restramning orders and preliminary injunctions, agamst conduct or threatened conduct for which no adequate
remedy at law may be available or which may cause us irreparable harm We may have this injunctive relief,
without bond, but upon due notice, in addition to this further and other relief as may be available at equity or
law, and your sole remedy 1n the event of the entry of this injunction, shall be its dissolution, 1f warranted,
upon hearing duly held (all claims for damages by reason of the wrongful i1ssuance of any injunction being
expressly wairved) You and each of your Owners acknowledge that any violation of Sections 9, 13C(x), 15C
or 15D would result in wrreparable mnjury to us for which no adequate remedy at law may be available
Accordingly, you and each of your OwnersOQwner’s consent to the issuance of an iyjunction prohibiting any
conduct 1n violation of any of those Sections and agree that the existence of any claim you or any of your
Owners may have against us, whether ansing from this Agreement, shall not constitute a defense to the
enforcement of any of those Sections

G BINDING EFFECT

This Agreement 1s binding upon the Parties to 1t and their respective executors, administrators, heirs,
assigns, and successors in interest and shall inure to the benefit of any transferee or other legal successor to
our interest herein

H  ConsTRUCTION

The preambles and the exhibit(s) and nders to this Agreement, if any, are part of this Agreement,
which constitutes the entire agreement of the Parties, and there are no other oral or written understandings or
agreements between the Company and you relating to the subject matter of this agreement The headings of
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Sections are for convemience only and do not limt or construe their contents The word “including” shall be
construed to include the words “without limitation” The term “Franchisee” as used in this Agreement 1s
applicable to one or more persons, a corporation or a partnership and the singular usage includes the plural
and the masculine and neuter usages include the other and the femunine If two or more persons are at any
time Franchisee under this Agreement, their obligations and habilities to the Company shall be jont and
several References to “Franchisee,” “owner” and “assignee” which are applicable to an mdividual or
mdividuals shall mean the Entity Owner or owners of Franchisee or an assignee (any person owning of
record or beneficially 10% or more of the equity or control of Franchisee) 1f Franchisee or the assignee 1s a
corporation or partnership

This Agreement may be signed 1n multiple copies, each of which shall be deemed an onginal Time
1s of the essence mn this Agreement

I EXERCISE OF RIGHTS

The nights of Franchisor and Franchisee hereunder are cumulative and no exercise or enforcement by
Franchisor or Franchisee of any nght or remedy hereunder shall preclude the exercise or enforcement by
Franchisor or Franchisee of any other right or remedy hereunder which Franchisor or Franchisee 1s entitled to
enforce by law If you commut any act of default under any agreement or this Agreement for which
Franchisor exercises its right to termunate this Agreement, you shall pay to Franchisor the actual and
consequential damages Franchisor incurs as a result of the premature termunation of this Agreement You
acknowledge and agree that the proximate cause of these damages sustamned by Franchisor 1s your act of
default and not Franchisor’s exercise of its right to termunate Notwithstanding the foregomng, and except as
otherwise prohibited or limited by applicable law, any failure, neglect, or delay of a party to assert any
breach or violation of any legal or equitable night arising from or 1n connection with this Agreement shall
constitute a warver of this right and shall preclude the exercise or enforcement of any legal or equitable
remedy arising therefrom, unless wntten notice specifying the breach or violation 1s provided to the other
party within twenty-four months after the later of (1) the date of the breach or violation, or (2) the date of
discovery of the facts (or the date the facts could have been discovered, using reasonable diligence) gtving
rise to the breach or violation

J APPROVAL AND CONSENTS

Whenever this Agreement requires the approval or consent of either party, the other party shall make
written request therefore, and this approval or consent shall be obtained 1n writing, provided however, unless
specified otherwise 1n this Agreement, this party may withhold approval or consent, for any reason or for no
reason at all Furthermore, unless specified otherwise 1n this Agreement, no such approval or consent shall
be deemed to constitute a warranty or representation of any kind, express or implied, and the approving or
consenting party shall have no responsibility, liability or obligation arising therefrom

K NOTICES AND PAYMENTS

All wntten notices permitted or required to be delivered by this Agreement shall be deemed so
delivered at the time delivered

0] at the time delivered by hand to the recipient party or any officer, director, or partner
of the recipient party,

(u) on the same day of the transmussion by facsimile, telegraph, e-mail or other
reasonably rehiable electronic communication system (provided sender has electronic confirmation of
transmission),

() one business day after being placed 1n the hands of a commercial couner service for
guaranteed overmught delivery, or
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(av) five business days after placement in the United States Mail by Regstered or
Certified Mail, Return Receipt Requested, postage prepaid and addressed to the party to be notified
at 1ts most current principal business address of which the notifying party has been notified mn
writing  All notices to us must include a copy to our General Counsel and our Chief Executive
Officer to be effective All payments and reports required by this Agreement shall be sent to us at
the address 1dentified in this Agreement unless and until a different address has been designated by
written notice to the other party No restrictive endorsement on any check or 1n any letter or other
communication accompanying any payments shall bind us, and our acceptance of any payments shall
not constitute an accord and satisfaction

All payment and reports required by this Agreement must be directed to the Company at the address
notified to you

L RECEIPT OF DISCLOSURE DOCUMENT AND AGREEMENT

You acknowledge having received our Franchise Disclosure Document 14 calendar days before
signing a binding agreement or making any payment to us relating to this agreement You acknowledge
having received this Agreement, with all blanks completed, at least seven calendar days before you signed 1t

(Signatures on following page)
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IN WITNESS WHEREOF, the Parties have signed, sealed and delivered this Agreement on the day
and year first above written

FRANCHISOR FRANCHISEE

COSTA VIDA MANAGEMENT, LLC
a Utah limited hability company (Name of corporation, partnership, limited hability
company or other legal entity)

By By
Print Name Print Name
Title Title
Date Date

By
Print Name
Title
Date

By
Print Name
Title
Date

By
Print Name
Title
Date

By
Print Name
Title
Date
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EXHIBIT A
ACKNOWLEDGMENT ADDENDUM

Costa Vida Management, LLC, (“we”, “us”, the “Company” or “Franchisor”) and
, (“you” or “Franchisee™) have, this ___day of , 20, entered 1nto a certan
Costa Vida Franchise Agreement (“Franchise Agreement”) and desire to supplement its terms, as set out
below

1 You acknowledge and represent that you have read this Agreement and our Disclosure
Document and understand and accept the provisions of this Agreement as being reasonably necessary to
maintain our high standards of quality and service and the uniformity of those standards at all Costa Vida
Restaurants franchised or operated by us and to protect and preserve the goodwill of the Marks

(Franchisee’s Imitials)

2 You acknowledge that you have conducted an independent investigation of the business
venture contemplated by this Agreement and you recognize that, like any other business, the nature of the
business contemplated by this Agreement may change over time, that an investment m a Costa Vida
Restaurant mnvolves business risks, and that the success of the venture is largely dependent upon your
business abilities and efforts (Franchisee’s Initials)

3 You acknowledge and understand that any information relating to the sales, profits or cash
flows of Costa Vida Restaurants operated by us or our Affiliates, or our franchisees that 1s contained 1n our
Disclosure Document and other materials 1s intended only to be an ndication of historical performance of
certain Costa Vida Restaurants and NOT of potential future financial performance
(Franchisee’s Initials)

4 Except for the financial performance representations, 1f any, included in our Disclosure
Document, we expressly disclaim the making of, and you acknowledge that you have not received or relied
on, any express or implied warranty or guarantee as to the revenues, profits or success of the business
venture contemplated by this Agreement (Franchisee’s Initials)

5 You acknowledge and understand that our officers, directors, employees and agents are
acting only 1n a representative and not a personal capacity in thewr dealings with you You also acknowledge
and represent that you have not received or relied on any representations about us or our franchise program
or policies from us or our officers, directors, employees or agents that are contrary to the statements made in
our Disclosure Document or to the terms of this Agreement (Franchisee’s Imitials)

6 You represent to us, as an inducement to your entry into this Agreement, that all statements
m your application for the rights granted in this Agreement are accurate and complete and that you have
made no musrepresentations or material omissions 1n obtaining these rights (Franchisee’s
Initials)

7 You acknowledge that you received a copy of this Agreement, all applicable addenda, and
any other related agreements with us or our Aftihates and our Disclosure Document at least 14 calendar days
before the date on which this Agreement was signed (Franchisee’s Inmitials)

8 You acknowledge and agree that this Agreement, together with any duly signed amendment
or addendum attached to the Agreement contain the entire agreement between the Parties with respect to your
Franchise for the Restaurant, and that 1t supersedes any prior or contemporaneous agreements between the
Parties, wrnitten or oral, with respect to the Franchise for the Restaurant (Franchisee’s
Initials)
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You acknowledge and agree that this Agreement creates an arm’s length commercial

relationship that cannot and will not be transformed into a fiduciary or other “special” relationship by course
of dealing, by any indulgences or benefit that we bestow on you, or by inference from a party’s conduct

(Franchisee’s Initials)

IN WITNESS WHEREOQF, the undersigned have signed this Agreement on the date first above

written

FRANCHISOR FRANCHISEE

COSTA VIDA MANAGEMENT, LLC,

a Utah limited hability company (Name of corporation, partnership, limited

By

liability company or other legal entity)

By

Print Name
Title

Print Name

Title

Date

Date

STATE OF

By
Print Name
Title
Date

By
Print Name
Title
Date

By
Print Name
Title
Date

By
Print Name
Thtle
Date

)

COUNTY OF

SS

)

The foregoing instrument was acknowledged before me this day of ,20 by

My Commuisston Expires NOTARY PUBLIC

Residing at
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EXHIBIT B
OWNERSHIP ADDENDUM TO COSTA VIDA
FRANCHISE AGREEMENT

Costa Vida Management, LLC, (“we”, “us”, the “Company” or “Franchisor”) and ,
(“you” or “Franchisee™) have, this ____ day of , 20__, entered nto a certain Costa Vida Franchise
Agreement (“Franchise Agreement”) and desire to supplement its terms, as set out below The Parties
therefore agree as follows

1 Operating Partner

The name, home address, and social security number of the Operating Partner 1s as follows

Name Home Address SSN

2 Entity Type of Franchisee

(@) Corporation or Limited Liability Company

Franchisee was orgamized on the _ day of , 20, under the laws of the State of

Its Federal Identification Number 1s It has not
conducted business under any name other than 1ts corporate or company name The following 1s a hst of all
of Franchisee’s directors and officers or managing members as of the ___ day of ,20

Director/Officer/Managing Member’s Names Position(s) Held

(b) Partnership

Franchise 1s a [general] [limited] partnership formed on the __ day of , 20, under the laws of
the State of Its Federal Identificatton Number 1s It
has not conducted business under any name other than its partnership name The following 1s a hist of all of
Franchisee’s general partners as of the ___ day of ,20

General Partner’s Names
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3 Owners Franchisee and each of 1ts Owners represents and warrants that the following 1s a complete
and accurate list of all Owners of Franchisee, including the full name, mailing address, and social secunty
number of each Owner, and fully describes the nature and extent of each Owner’s interest in Franchisee
Franchisee and each Owner as to his/her ownership interest in Franchisee, represents and warrants that each
Owner 1s the sole and exclusive legal beneficial owner of his/her ownership interest in Franchisee, free and
clear of all liens, restrictions, agreements and encumbrances of any kind or nature, other than those required
or permutted by the Agreement

Owmership
Owner’s Name & SSN Owners Address Percentage
4 Change You must immed:ately notify us in writing of any change in the information contaned 1n

this Addendum and, at our request, prepare and sign a new Addendum containing the correct information

5 Date of Addendum The date of this Addendum this ___ day of ,20

(Signatures on following page)
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IN WITNESS WHEREQF, each of the undersigned has hereunto affixed his/her signature as of the

___dayof

FRANCHISOR
COSTA VIDA MANAGEMENT, LLC,

, 20

FRANCHISEE

a Utah limited liability company (Name of corporation, partnership, limuted hability

By

company or other legal entity)

By

Print Name
Title

Print Name

Title

Date

Date

4073790-11152487 2

OWNERS
By
Print Name
Title
Date

By
Print Name
Tatle
Date

By
Print Name
Title
Date

By
Print Name
Title
Date

By
Print Name
Title
Date
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EXHIBIT C

GUARANTY
In consideration of, and as an inducement to, the sigmng of a Costa Vida Management, LLC
Franchise Agreement dated , 20 (the “Agreement”) by and between Costa Vida
Management, LLC (“Franchisor”) and (“Franchisee™), each of

the undersigned owners of a 10% or greater interest in Franchisee for themselves, their heurs, legal
representatives, successors and assigns (collectively the “Guarantors”) do hereby personally, unconditionally,
individually, jointly and severally (1) guarantee to Franchisor and to its successors and assigns, for the
term of Agreement and thereafter as provided n the Agreement, that Franchisee shall punctually pay and
perform each and every undertaking, agreement and covenant set forth in the Agreement (and any
modification or amendment to the Franchise Agreement) including the payment of all continuing license fees,
marketing fees and all other fees and charges accruing pursuant to the Franchise Agreement and that each
and every representation of Franchisee made i connection with the Agreement (and any modification or
amendment to the Franchise Agreement) are true, correct and complete 1n all respects at and as of the time
given, and (2) agree personally to be bound by, and personally liable for the breach of, each and every
provision 1n the Agreement (and any modification or amendment to the Franchise Agreement)

Each of the Guarantors further agrees as follows

1 The Guarantors, individually, jointly and severally, shall be personally bound by each and
every condition and term contamned in the Franchise Agreement as though each of the Guarantors had signed
a franchise agreement containing the identical terms and conditions of the Franchise Agreement, including
the provisions relating to confidentiality and non-competition covenants This Guaranty shall contimue 1n
favor of Franchisor notwithstanding any extension, modification, or alteration of the Franchise Agreement,
and notwithstanding any assignment of the Franchise Agreement, with or without the Franchisor’s consent
No extenston, modification, alteration or assignment of the Franchise Agreement shall in any manner release
or discharge the Guarantors, and each of the Guarantors consents to any extension, modification, alteration or
assignment

2 Each Guarantor’s liability under this Guaranty 1s primary and independent of the hability of
Franchisee and any other Guarantors Each Guarantor waives any night to require Franchisor to proceed
against any other person or to proceed against or exhaust any security held by Franchisor at any time or to
pursue any right of action accruing to Franchisor under the Franchise Agreement Franchisor may proceed
agamnst each Guarantor and Franchisee, jomntly and severally or may, at its option, proceed against each
Guarantor without having commenced any action, or having obtained any judgment, against Franchisee or
any other Guarantor Each Guarantor waives the defense of the statute of limitations n any action under this
Guaranty or for the collection of any indebtedness or the performance of any obligation guaranteed pursuant
to this Guaranty Each Guarantor waives any night that the undersigned may have to require that an action
be brought against Franchisee or any other person as a condition of hability Each Guarantor waives any and
all other notices and legal or equitable defenses to which the undersigned may be entitled

3 The Guarantors unconditionally, individually, jointly and severally agree to pay all attorneys’
fees and all costs and other expenses incurred 1n any collection or attempted collection of this Guaranty or in
any negotiations relative to the obligations guaranteed or 1n enforcing this Guaranty against Franchisee

4 Each Guarantor waives notice of any demand by Franchisor, any notice of default in the
payment of any amounts contained or reserved in the Franchise Agreement (and any modification or
amendment to the Franchise Agreement), or any other notice of default or nonperformance of any obligations
under the Franchise Agreement Each Guarantor waives protest and notice of default to any party with
respect to indebtedness, default or nonperformance of any obligations under the Franchise Agreement (and
any modification or amendment to the Franchise Agreement)
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Each Guarantor expressly agrees that the validity of this Guaranty and its obligations shall 1n no way be
termuinated, affected or impaired by reason of any waiver by Franchisor, or its successors or assigns, or the
failure of Franchisor to enforce any of the terms, covenants or conditions of the Franchise Agreement or this
Guaranty, or the granting of any indulgence or extension of time to Franchisee, all of which may be given or
done without notice to the Guarantors

5 This Guaranty shall extend, in full force and effect, to any assignee or successor of
Franchisor and shall be binding upon the Guarantors and each of their respective successors and assigns

6 Until all obligations of Franchisee to Franchisor have been paid or satisfied in full, the
Guarantors have no remedy or right of subrogation and each Guarantor waives any night to enforce any
remedy which Franchisor has or may 1n the future have agamnst Franchisee and any benefit of, and any nght
to participate 1n, any security now or in the future held by Franchisor

7 All existing and future indebtedness of Franchisee to each Guarantor 1s hereby subordmnated
to all indebtedness and other monetary obligations guaranteed in this Guaranty and, without the prior written
consent of Franchisor, shall not be paid in whole or in part to any Guarantor, nor will any Guarantor accept
any payment of or on account of any indebtedness while this Guaranty 1s 1n effect, unless at the time of this
payment, all mdebtedness and other monetary obligations to Franchisor are current under the terms of the
Franchise Agreement

8 Each Guarantor consents and agrees that the undersigned shall render any payment or
performance required under this Guaranty and that the liability of each Guarantor shall be joint and several
This hability shall not be durunished, relieved or otherwise affected by any extension of time, credit or other
indulgence which the Franchisor may periodically grant to Franchisee or to any other person mcluding the
acceptance of any partial payment or performance or the compromuse or release of any claims, none of which
shall 1n any way modify or amend this Guaranty, which shall be continuing and irrevocable unti] satisfied in
full

9 Each Guarantor waives acceptance and notice of acceptance by Franchisor of the foregoing
undertakings Each Guarantor waives notice of any amendment to the Agreement

You and your owners trrevocably submut to the junisdiction of the courts of the State of Utah in any
suit, action or proceeding, ansing out of or relating to this Guaranty or any other dispute between you and
us, and you iurrevocably agree that all claims in respect of any suit, action or proceeding must be brought
and/or defended except with respect to matters that are under the exclusive jurisdiction of the Federal Courts
of the United States, which shall be brought and/or defended in the Federal District Court sitting in Salt Lake
City, Utah  You rrevocably waive, to the fullest extent you may lawfully do so, the defense of an
inconvenient forum to the maintenance of this suit, action, or proceeding and agree that service of process
for purposes of any suit, action, or proceeding need not be personally served or served within the State of
Utah, by certified mail or any other means permutted by law addressed to you at the address set forth herein
Nothing contained herein shall affect our rights to bring a suit, action or proceeding 1n any other approprnate
junisdiction, 1ncluding any suit, action or proceeding brought by us to enforce any judgment against you
entered by a State or Federal Court

(Signatures on following page)
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IN WITNESS WHEREOF, each of the undersigned has hereunto affixed his/her signature as of the

____dayof ,20
“GUARANTOR(S)”
By By
Print Name Print Name
Title Title
Date Date
By By
Print Name Print Name
Thtle Thitle
Date Date
By By
Print Name Print Name
Title Title
Date Date
STATE OF )
ss
COUNTY OF )
The foregoing instrument was acknowledged before me this day of ,20 by
My Commussion Expires
NOTARY PUBLIC
Residing at
Exhibit C
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EXHIBIT D
LEASE ADDENDUM

This Lease Addendum 1s signed as of this _ day of , 20__, by and between
(“Franchisee”) and
(“Landlord”) as an addendum to the lease (as periodically modified, amended, supplemented, renewed, and/or
extended as contemplated herein, the “Lease”) for the premuses located at
, state of (the “Prenmuses”) dated as of
»20__

The Lease 1s hereby modified to include the following provisions In the event the provisions below
contradict the provisions of the Lease, the provisions contained heremn shall supersede any terms to the
contrary set forth in the Lease

WHEREAS, Franchisee has signed or intends to sign a Franchise Agreement (the “Franchise Agreement”)
with Costa Vida Management, LLC (the “Franchisor”) for the operation of a Costa Vida Fresh Mexican Gnll
at the Premuses, and as a requirement thereof, the lease for the Premises must include the provisions
contained 1n this Addendum

NOW THEREFORE, n consideration of mutual covenants set forth herein, the signing and delivery of the
Lease, and other good and valuable consideration, the receipt and sufficiency of which 1s hereby
acknowledged, Landlord and Franchisee hereby agree as follows

1 Landlord shall deliver to Franchisor a copy of any notice of default or termunation of the Lease at the
same time this notice 1s delivered to Franchisee In the event of default by Franchisee, Landlord must
provide notice to Franchisor of Franchisee’s default under the Lease, and Landlord must provide
Franchisor with the right (but not the obligation) to cure Franchisee’s default

2 Notwithstanding anything to the contrary contamned in the Lease, Franchisee shall have the absolute
right to sublet, assign, or otherwise transfer its interest in the Lease to Franchisor or any of its
affiliates, or to a corporation with which the Franclisee or Franchisor may merge or consolidate,
without Landlord’s approval, wntten or otherwise

3 If the Franchisor requests, the Franchisee shall assign to Franchisor, and Landlord hereby irrevocably
and unconditionally consents to this assignment, all of Franchisee’s rights, title, and interest to and
under the Lease , but no such assignment shall be effective unless

a The Franchise Agreement 1s terminated or expires without signing of a successor franchise
agreement, and

b Franchisor notifies the Franchisee and Landlord in writing that Franchisor assumes Franchisee’s
obligations under the lease

4 Franchisor shall have the night, but not the obligation, upon giving written notice of its election to
Franchisee and Landlord, to cure any breach of the Lease and, if so stated in the notice, to also
succeed to Franchisee’s rights, title, and interests thereunder

5 The Lease may not be amended, modified, extended, supplemented, assigned, or renewed in any
manner or assigned by Franchisee without Franchisor’s prior written consent

6 Franchisee and Landlord acknowledge and agree that Franchisor shall have no lhabihity or obhgation
whatsoever under the Lease unless and until Franchisor assumes the Lease in writing pursuant to
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Sections 3, 4, or 5 above Franchisor will assume all of Franchisee’s obligations under the Lease or
Sublease from and after the date of assignment, but shall have no obligation to pay any delinquent rent
or to cure any other default under the Lease that occurred or existed before the date of assignment

If Franchisor assumes the Lease, as above provided, Franchisor may further assign the Lease to another
person or entity to operate the Costa Vida Restaurant at the Premuses, subject to Landlord’s consent,
which consent will not be unreasonably withheld or delayed Landlord agrees to sign such further
documentation to confirm its consent to the assignments pernutted under this Addendum as Franchisor
may request

Landlord and Franchisee hereby acknowledge that Franchisee has agreed under the Franchise
Agreement that Franchisor and 1ts employees or agents shall have the night to enter the Prenuses for
certain purposes Landlord hereby agrees not to interfere with or prevent this entry by Franchisor, its
employees, or 1ts agents, onto the Premuses Landlord and Franchisee hereby further acknowledge that
in the event the Franchise Agreement expires (without renewal) or 1s termunated, Franchisee 1s
obligated to take certain steps under the Franchise Agreement to de-identify the location as a Costa
Vida Restaurant Landlord agrees to permut Franchisor, its employees, or 1ts agents, to enter the
Premuses and remove signs (both interior and exterior), decor, and matenals displaying any marks,
designs, or logos owned by Franchisor, provided Franchisor shall bear the expense of repairing any
damage to the Premuses as a result thereof

Under the Franchise Agreement, any lease for the location of a Costa Vida Restaurant 1s subject to
Franchtsor’s approval Accordingly, the Lease 1s contingent upon this approval

Upon Franchisor’s request, Franchisee hereby authorizes and requires the Landlord to disclose to
Franchisor, upon Franchisor’s request, sales and other information that Franchisee furnishes to the
Landlord

Landlord agrees that Franchisor, or Franchisor’s assignee or designee has the night (but not the
obligation) to assume the Lease or sublease (1) upon expiration or termunation of the Franchise
Agreement (without renewal) between Franchisee and Franchisor, (2) 1f Franchisee fails to exercise any
options to renew or extend the Lease during the term of the Franchise Agreement between Franchisee
and Franchisor, (3) if Franchisee commuts a default that gives the Landlord the right to termunate the
Lease or sublease, or (4) if Franchisor purchases Franchisee’s restaurant (as permutted by the Franchise
Agreement between Franchisor and Franchisee)

Landlord and Franchisee agree that if Landlord 1s an Owner or an Affihate of the Franchisee, as
defined n the Franchise Agreement, and Landlord proposes to sell the Premuses, before the sale of the
Premuses, the Lease upon the request of the Franchisor shall be amended to reflect a rental rate and
other terms that are the reasonable and customary rental rates and terms prevailing in the commumty
where the Costa Vida Restaurant 1s located

Landlord agrees that during and after the term of the Lease, 1t will not disclose or use Confidential
Information (as defined below) for any purpose other than for the purpose of fulfilling Landlord’s
obligations under the Lease “Confidential Information” as used heretn shall mean all non-public
information and tangible things, whether wmtten, oral, electronic or in other form, provided or
disclosed by or on behalf of Franchisee to Landlord, or otherwise obtamned by Landlord, regarding the
design and operations of the business located at the Premuses, mcluding all information 1dentifying or
describing the floor plan, equipment, furniture, fixtures, wall coverings, flooring materials, shelving,
decorations, trade secrets, trade dress, “look and feel,” layout, design, menus, recipes, formulas, manner
of operation, suppliers, vendors, and all other products, goods, and services used, useful or provided by
or for Franchisee on the Premuses Landlord acknowledges that all Confidential Information belongs
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15

16

17

exclusively to Franchisor Landlord agrees that should it breach or threaten to breach this provision of
the Addendum, Franchisor will suffer irreparable damages and its remedy at law will be inadequate
Therefore, 1f Landlord threatens or actually breaches this provision, Franchisor (which, along with
successors and assigns, 1s an intended third-party beneficiary of the provisions of this paragraph), shall
be entitled to all remedies available to Franchisor at law or 1n equity, including mjunctive relief

If the Premises are to be located 1n a shopping center, mall or other multi-tenant facility, the Landlord
agrees that 1t will not lease another space within this facility to any food service entity that serves
Mexican food or which burnitos, enchiladas, tacos, or quesadillas comprise more than 20% of the menu
or represent more than 20% of the sales

Landlord agrees to provide that a memorandum of the Lease be recorded in the appropriate recorder’s
7/office 1n the county 1n which the Restaurant 1s located and that a copy of the recording certificate be
sent to Franchisor

Landlord acknowledges that 1t has reviewed the Approved Costa Vida Design and Signage Package
Landlord agrees and consents to Franchisee’s use of one or more of the signs described in the
Approved Costa Vida Design and Signage Package and all trade dress elements found in the same
Approved Costa Vida Design and Signage Package as required by Franchisor

Copies of any and all notices required or permutted hereby or by the Lease shall also be sent to
Franchisor at

Costa Vida Management, LLC

2989 West Maple Loop Drive, Suite 100
Lehi, Utah 84043

Attention Director of Franchising

with a copy to General Counsel at the same address or such other address as Franchisor shall specify
by wrnitten notice to Landlord

WITNESS the signing hereof under seal

LANDLORD FRANCHISEE

(Name of corporation, partnership, limted (Name of corporation, partnership, hmited
hability company or other legal entity lhability company or other legal entity

By

By

Print
Tatle
Date

Subs

Name Print Name
Tatle
Date

cribed and sworn to before me this Subscribed and swomn to before me this

day of 20 day of 20

Nota

My Commussion Expires My Commussion Expires

ry Public Notary Public
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EXHIBIT E

INVESTOR PERSONAL COVENANTS REGARDING CONFIDENTIALITY
& NON-COMPETITION

In conjunctton with your investment 1n (“Franchisee™) a
, you (“Investor” or *“you”), acknowledge and agree as follows for' the benefit of Costa

Vida Management, LLC

1

Franchisee owns and operates, or is developing, a Costa Vida Restaurant or to be located at
pursuant to a franchise agreement dated
20___ (“Franchise Agreement”) with Costa Vida Management, LLC, which Franchise Agreement
requires persons with legal or beneficial ownership interests in Franchisee under certain circumstances to
be personally bound by the confidentiahty and non-competition covenants contained in the Franchise
Agreement  All capitalized terms contamed herein shall have the same meaning set forth in the
Franchise Agreement

You own or mtend to own the percentage legal or beneficial ownership interest in Franchisee, set forth
beneath your signature below, and acknowledge set forth below your signature below and agree that your
signing of this Agreement is a condition to this ownership interest and that you have received good and
valuable consideration for signing this Agreement Costa Vida may enforce this Agreement directly
against you and your Owners (as defined below)

If you are a corporation, partnership, hmited hability company or other entity, all persons who have a
legal or beneficial interest in you (“Owners”) must also sign this Agreement

You and your Owners, 1f any, may gain access to parts of Costa Vida’s Confidential Information as a

result of nvesting in Franchisee The Confidential Information 1s proprietary and includes Costa Vida’s

trade secrets You and your Owners hereby agree that while you and they have a legal or beneficial

ownership interest in Franchisee and thereafter you and they (a) will not use the Confidential

Information 1n any other business or capacity (such use being an unfair method of competition), (b) wall

maintain the confidentiality of the Confidential Information, and (c} wall not make unauthorized copies of
any portion of the Confidential Information disclosed in written, electronic or other form If you or your

Owners cease to have an interest in Franchisee, you and your Owners, 1f any, must deliver to Costa Vida

any Confidential Information 1n your or their possession or control

During the term of the Franchise Agreement and during this time as you and your Owners, 1f any, have
any legal or beneficial ownership interest in Franchisee, you and your Owners, 1f any, agree that you and
they will not, without Costa Vida’s written consent (which consent may be withheld at Costa Vida’s
discretion) directly or indirectly (such as through an Affiliate or through your or theirr Immediate
Families) own any legal or beneficial interest n, or render services or give advice in connection with (a)
any Competitive Business located anywhere, or (b) any entity located anywhere which grants franchises,
or licenses to others to operate any Competitive Business

For a period of two years, starting on the earlier to occur of the date you or Owners cease to have any
legal or beneficial ownershtp interest in Franchisee and the effective date of termunation or expiration
(without renewal) of the Franchise Agreement, neither you nor any of your Owners directly or indirectly
(such as through an Affiliate or through you or their Immediate Famulies) shall own a legal or beneficial
interest 1n, or render services or give advice to (a) any Competitive Business operating within a radius of
five mules of any Costa Vida Restaurant then in operation or under construction, (b) any entity which
grants franchises or licenses other interests to others to operate any Competitive Business, or (c¢) recruit
or hire any person who 1s an employee of yours, ours or of any Costa Vida Restaurant operated by us,
our Affihates or any franchisee of ours without obtaining the employer’s consent, which consent may be
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withheld for any reason If you or any of your Owners fail to or refuse to abide by any of the foregoing
covenants and Costa Vida obtans enforcement 1n a judicial proceeding, the obligations under the
breached covenant will continue 1n effect for a period of time ending two years after the date of the
order enforcing the covenant

7 You and each of your Owners expressly acknowledge the possession of skills and abilities of a general
nature and the opportumity to exploit these skills in other ways, so that enforcement of the covenants
contained 1n Sections 5 and 6 will not deprive any of you of your personal goodwill or ability to earn a
living If any covenant herein which restricts competitive activity 1s deemed unenforceable by virtue of
its scope or 1n terms of geographic area, type of business activity prohibited and/or length of time, but
could be rendered enforceable by reducing any part or all of it, you and we agree that it will be
enforceable to the fullest extent permussible under applicable law and public policy In addition to relief
as may be available at equity or law, Costa Vida may obtain in any court of competent jurisdiction any
mjunctive relief, including temporary restraiming orders and preliminary injunctions, agamnst conduct or
threatened conduct for which no adequate remedy at law may be available or which may cause 1t
ureparable harm  You and each of your Owners acknowledge that any violation of Sections 4, 5, or 6
hereof would result 1n irreparable injury for which no adequate remedy at law may be available If Costa
Vida files a claim to enforce this Agreement and prevails 1n this proceeding, you must reimburse Costa
Vida for all 1ts costs and expenses, imncluding reasonable attorneys’ fees

8 This Confidentiaity and Non-Competition Agreement does not supersede nor cancel any prior
understandings and agreements you and your Owners had with respect to these matters, including any
provision of the Franchise Agreement and the Prospective Candidate Confidentiality Agreement
previously entered into pertamning to confidentiality You and your Owners have read this Confidentiality
and Non-Competition Agreement thoroughly, understand 1t, and sign 1t freely and voluntarily

(Signatures on following page)
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IN WITNESS WHEREOF, the undersigned have signed this Agreement on the date first above

written
INVESTOR

If an individual

By

Print Name

Title

Date

% Ownership of Franchisee

If a corporation, partnership, himuted hability
company or other legal entity

(Name of corporation, partnership, himited hability

company or other legal entity)
By

Print Name

Title

Date

% Ownership of Franchisee

OWNERS

By By

Print Name Print Name

Tatle Title

Date Date

By By

Print Name Print Name

Title Title

Date Date
STATE OF

ss
COUNTY OF
The foregoing instrument was acknowledged before me this day of ,20__ by

My Commussion Expires NOTARY PUBLIC

Residing at
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EXHIBIT F

AUTHORIZATION AGREEMENT FOR PREARRANGED PAYMENTS
(DIRECT DEBITS)

[Important Instructions for Completing this Form Before we can process your Franchise Agreement,
you must sign and return this authonization If, at the time you sign your Franchise Agreement, you do not
have your account set up, or 1f you do not yet know your account information, please show that you agree to
the terms of this authorization by signing this form, leaving the account information blank, and returning the
signed form with your Franchise Agreement You can give us your account information when you receive 1,
but we must have the information before you open your Restaurant If you have any questions about what
this form means, you should get advice from your lawyer, your accountant or your bank

Your Name (or name of legal entity on Franchise Agreement)

Your Social Secunity Number (or legal entity Federal Tax ID Number)

Name on Bank Account (if different than above)

The undersigned (“ACCOUNT HOLDER?”) hereby authorizes Costa Vida Management, LLC (“COMPANY”)
to mitiate debit entries and/or credit correction entries to ACCOUNT HOLDER's checking and/or savings
account(s) histed below at the bank, credit union or other depository histed below (“BANK”) and to debit this
account per COMPANY’s instructions for any and all amounts due to COMPANY The ACCOUNT
HOLDER understands that all amounts debited from the account below will be credited to COMPANY’s
account INSTEAD OF COMPLETING THE INFORMATION REQUIRED ON THE FOLLOWING FOUR
LINES, YOU MAY ATTACH A CANCELLED OR VOIDED CHECK TO THIS AUTHORIZATION,
BECAUSE A VOIDED CHECK INCLUDES ALL OF THIS INFORMATION

NAME OF BANK Branch

City State Zip Code
Telephone Number of Bank Contact Person at Bank

Bank Transit/ ABA Number Account Number

This authonty 1s to remain 1n effect until BANK has received joint written notice from COMPANY and
ACCOUNT HOLDER of the ACCOUNT HOLDER’s termination Any termunation notice must be given in
a way as to give BANK a reasonable opportumty to act on 1t If a debit entry 1s imtiated to ACCOUNT
HOLDER’s account in error, ACCOUNT HOLDER shall have the right to have the amount of the error
credited to the account by BANK, if (a) within 15 calendar days following the date on which BANK sent to
ACCOUNT HOLDER a statement of account or a written notice regarding this entry or (b) 45 days after
posting, whichever occurs first, ACCOUNT HOLDER shall have sent to BANK a written notice identifying
this entry, stating that this entry was 1n error and requesting BANK to credit the amount thereof to this
account These rights are in addition to any nghts ACCOUNT HOLDER may have under federal and state
banking laws
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ACCOUNT HOLDER

By
Title Date
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EXHIBIT G
SITE SELECTION ADDENDUM
Costa Vida Management, LLC, (“we”, “us”, the “Company” or “Franchisor”) and
, (“you” or ‘Franchisee”) have, this ___ day of , 20__, entered 1nto a certain Costa Vida Franchise
Agreement (“Franchise Agreement”) and desire to supplement its terms, as set out below The Parties

therefore agree as follows

1 Cniteria for Site Approval

You agree that within ( ) days after the sigming of the Franchise
Agreement, you will locate and obtain our approval for a site within the Protected Area for the establishment
of your Restaurant For purposes of this Agreement, “Protected Area” 1s defined as

You must submut to us the following

(a) a complete a site proposal form containing population, growth, income, and other potential
customer demographics information, traffic patterns, access, visibility, location of other retail food
establishments and relative sales performance (including other Costa Vida Restaurants) and size,
condition, configuration, appearance and other physical characteristics of the site and all other
information that we reasonably require for the site,

(b) if the Premuses for the proposed site are to be leased, satisfactory evidence that the lessor
will agree to the mimmum requirements contained in the Lease Addendum to be signed between us,
you and the lessor, attached to the Franchise Agreement as Exhibit D, and

(©) any other information or materials as we may require, such as a letter of intent or other
document which confirms your favorable prospects for obtaining the proposed site

2 Site Approval

We will approve or reject each site for which you submut to us a complete Site Proposal Package n
accordance with Section 3A of the Franchise Agreement and, if we approve the site, we will do so by
delivering our standard Site Approval Letter Our Site Approval Letter, duly signed by us, 1s the exclusive
means by which we approve a proposed site, and no other direct or indirect representation, approval or
acceptance, whether 1n writing or verbally, by any of our officers, employees or agents, shall be effective or
bind us  We will use all reasonable efforts to make a site approval decision and, 1f the site 1s approved,
deliver a Site Approval Letter to you within 30 days after we receive the complete Site Proposal Package and
any other materials we have requested In deciding whether to approve or reject a site you propose, we may
consider such factors as we, in our sole discretion, deem approprate, including the general location and
neighborhood, population, growth, income, and other potential customer demographics information, traffic
patterns, access, visibility, location of other retail food establishments (including other Costa Vida
Restaurants) and size, condition, configuration, appearance and other physical charactenstics of the site
Neither our approval of a proposed site, nor any information communicated to you regarding our standard
site selection criteria or the proposed site, constitutes a warranty or representation of any kind, express or
implied, as to the suitability of the proposed site, but merely sigmfies that we are willing to grant a franchise
for a Costa Vida Restaurant at that location 1n accordance with the terms of the Franchise Agreement Your
decision to develop and operate a Costa Vida Restaurant at any site 1s based solely on your own independent
mnvestigation of the suitability of the site for a Costa Vida Restaurant In consideration of our approval of a
proposed site, you and your Owners agree to release us, and our Affiliates, shareholders, members, officers,
directors, employees, agents, successors and assigns from any and all loss, damages and lhiability anising from
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or m connection with the selection and/or approval of tlus site for the development of a Costa Vida
Restaurant
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3 Costs of On-Site Evaluation

We may also provide an on-site evaluation of sites proposed pursuant hereto as we deem necessary
or appropnate If we deem 1t necessary to provide an on-site evaluation of the proposed site, you must
coordinate and arrange for the visit by our representative or agent and may be required to pay our related
travel expenses

4 Extensions

Upon your wriften request, we, at our sole discretion and without obligation, may grant a written
extension or extensions to the period for approval of a proposed site

5 Purchase Agreement/Lease

You must lease, sublease or purchase the Premuses within 90 days after sigming the Franchise
Agreement We have the nght to approve the terms of any lease, sublease or purchase contract for the
Premuses, and you must deliver a copy to us for our approval before you sign it You agree that any lease or
sublease for the Premises must, in form and substance satisfactory to us, include all of the provisions set
forth on Exhibit D You may not sign a lease, sublease or purchase contract or any modification thereof
without our approval Our approval of the lease, sublease, or purchase contract does not constitute a
warranty or representation of any kind, express or implied, as to its fairness or suitability or as to your ability
to comply with 1ts terms We do not, by virtue of approving the lease, sublease or purchase contract, assume
any liability or responsibility to you or to any third parties You must deliver a copy of the fully signed
lease, sublease, or purchase contract to us within five days after its signing If you, one of your Owners, or
one of your Affihates at any time owns the Premises, you must immediately notify us and we may require
that you or such Owner or Affilate (1) enter into an agreement with us in recordable form granting us the
nght and option, n the event of a termunation (for whatsoever reason) of the Franchise Agreement, to lease
the Premuses at fair market rental rates for a term coterrunus with the term of the Franchise Agreement for
these Premuses, or (2) enter into a pnme lease with us at fair market rental rates for a term coterminus with
the term of the Franchise Agreement for these Premises and a sublease with us on the same terms as the
prime lease The prime lease and sublease referenced in the preceding sentence shall be on the then current
lease and the sublease forms used by us

If the lease for your Restaurant expires or 1s terminated before the end of the term, you may move
your Restaurant to another location chosen 1n accordance with our site evaluation and approval process found
in Section 3A of the Franchise Agreement The new location (1) must be in the onginal Restaurant’s
Protected Area, as determuned by us, and (2) may 1 no case infringe upon a franchise agreement or other
agreement applicable to another Restaurant

If you lose possession of your Restaurant’s Premises because the lease expired by 1its terms, or on
account of condemnation or emunent domain proceedings, or as the result of early termination pursuant to
Section 14 of the Franchise Agreement, you must initiate the relocation procedure 1n time to lease, build-out
and open your Restaurant for business within 60 days after the original Restaurant closes If your lease 1s
termuinated on account of a fire or other casualty, you must tnitiate the relocation procedure 1n time to lease,
build-out and open your Restaurant for business within 120 days after the lease for the original Restaurant
terminates

6 Affect and Interpretation

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

(Signatures on following page)
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IN WITNESS WHEREQF, the Parties have signed and delivered this Agreement on the day and year
first above written

FRANCHISOR FRANCHISEE
COSTA VIDA MANAGEMENT, LLC,

a Utah limited hability company (Name of corporation, partnership, limited
liabihity company or other legal entity)

By By
Print Name Print Name
Title Title
Date Date
5
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EXHIBIT H
ASSIGNMENT OF TELEPHONE NUMBER(S)
This Assignment relates to

Name of Franchisee

Address of Restaurant

Telephone Number(s) () - , () - , () -

For valuable consideration, the Franchisee identified above (“Franchisee™) assigns and transfers to
Costa Vida Management, LLC, (the “Company”) all of Franchisee’s rights and interests 1n each and all of the
telephone numbers listed above (the “Numbers™)

Franchisee authorizes the Company to file this Assignment with the telephone company that 1ssued
the Numbers for the purposes of establishing the Company’s claim to and right to designate the user of the
Numbers

Franchisee mrrevocably constitutes and apponts the Company as Franchisee’s agent and attorney-in-
fact for the purposes of (1) signing and delivering any Transfer of Service Agreement or comparable
document the telephone company requires to transfer the rights in the Numbers from Franchisee to the
Company or 1ts designee, and (1) canceling a revoking any call-forwarding or similar instructions Franchisee
has 1ssued to the telephone company with respect to any of the Numbers, with full power to sign
Franchisee’s name and otherwise to act in Franchisee’s name, place, and stead

Franchisee agrees to reimburse the Company the full amount of any local service and long distance
charges the telephone company requures that the Company pay to obtain the Numbers, together with interest
as provided 1n the Franchise Agreement for the Restaurant

Franchisee represents and warrants to the Company that Franchisee obtained the Numbers 1n his or
her own name, and that Franchisee 1s the person of record the telephone company will recogmze as
registered user or “owner’ of the Numbers

FRANCHISEE

(Name of corporation, partnership, linuted hability company or other legal entity)

By
Print Name
Tatle
Date
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EXHIBIT 1

SBA ADDENDUM
TO
(Insert Franchise Name)
FRANCHISE AGREEMENT

This ADDENDUM TO COSTA VIDA FRANCHISE AGREEMENT (the Addendum ) i1s made and entered into on
20 , by and between Costa Vida Management, LLC, a Utah limited hability company located at 2989 West

Maple Loop Drive, Suite 100, Lehi, Utah 84043 ( Franchisor’ ), and , a
located at ( ‘Franchisee’ )

RECITALS  Franchisor and Franchisee entered mnto a Franchise Agreement on 20___ (the “Franchise

Agreement’ ) Franchisee agreed among other things to operate and mamtan a franchise located at

designated by Franchisor as Umit # Franchisee has obtained from a lender a

loan (the Loan’) in which funding 1s provided with the assistance of the United States Small Business Admimistration (the
SBA”) The SBA requires the execution of this Addendum as a condition for obtaining SBA assisted financing

NOW, THEREFORE, 1n consideration of the mutual promises below and for good and valuable considerations in hand paid by
each of the parties to the others, the receipt and sufficiency of which the parties acknowledge, the parties agree as follows

1 The Franchise Agreement 1s 1n full force and effect, and Franchisor has sent no official notice of default to
Franchisee under the Franchise Agreement that remains uncured as of the date hereof

2 Section 13 G of the Franchise Agreement provides that Franchisor (or any third party assignee of
Franchisor) may elect pursuant to its right of first refusal to exercise said option when Franchisee decides to sell
partial nterest(s) in the business This section 1s hereby amended to reflect that Franchisor (or any third party
assignee of Franchisor) will not exercise the option for any partial sale of Franchisee s business Franchisor (or any
third party assignee of Franchisor) may not become a partial owner of any SBA-financed franchises

3 Under Section 18] of the Franchise Agreement, Franchisor will not unreasonably wathhold, delay or
condition 1ts consent to.any proposed transfer or assignment by Franchisee that requires Franchisor s consent

4 Section 15 E of the Franchise Agreement 1s amended so that Franchisee 1s given the option to decide, n 1ts
sole discretion, whether to sell its real estate to Franchisor or any of its affiliates, as the case may be, upon
termination or expiration of the Franchise Agreement Upon termination of the Franchise Agreement, Franchisor
may have the option to lease for the remainder of Franchisee’s term (excluding additional renewals) for fair market
value

5 The night of Franchisor to assume Franchisee’s lease referenced in Section 3 B of the Franchise Agreement
may not be recorded against the real estate Any recording done in contravention of this Addendum must be
subordinated to any SBA financed loan and may not include any attornment language

6 This Addendum automatically termunates on the earliest to occur of the following (1) a termination occurs
under the Franchise Agreement, (1) the Loan 1s paid, or (11) the SBA no longer has any interest 1n the Loan

(Signatures on following page)
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IN WITNESS WHEREOF, the parties hereto have duly signed and executed this Addendum to Costa Vida Franchise
Agreement as of the day and year first above wnitten

FRANCHISOR FRANCHISEE
COSTA VIDA MANAGEMENT, LLC

By By
Print Name Print Name
Title Title
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EXHIBIT J
STATE SPECIFIC ADDENDA TO FRANCHISE DISCLOSURE DOCUMENT
AND FRANCHISE AGREEMENT

The following modifications are to the Costa Vida Management, LLC Franchise Disclosure Document
and may supersede certain portions of the Franchise Agreement dated ,20

The following states have statutes that may supersede the Franchise Agreement in your relationship
with us, including the areas of termination and renewal of your franchise ARKANSAS [Stat Section 70-
807], CALIFORNIA [Bus & Prof Code Sections 20000-20043], CONNECTICUT [Gen Stat Section 42-133e
et seq], DELAWARE [Code, Tit 6, Ch 25, Sections 2551-2556], HAWAII [Rev Stat Section 482E-1],
ILLINOIS [Rev Stat 815 ILCS 705/19 and 705/20], INDIANA [Stat Sections 23-2-2 7 and 23-2-2 5], IOWA
[Code Sections 523H 1-523H 17], MARYLAND [Maryland Franchise Registration and Disclosure Law, MD
Code Ann, Bus Reg Sections 14-201 to 14-233 (2004 Rep! Vol )], MICHIGAN ([Stat Section 19 854(27)],
MINNESOTA [Stat Section 80C 14}, MISSISSIPPI [Code Section 75-24-51], MISSOURI [Stat Section
407 400], NEBRASKA [Rev Stat Section 87-401], NEW JERSEY [Stat Section 56 10-1], SOUTH DAKOTA
[Codified Laws ChapterSection 37-5BA-51], VIRGINIA [Code 13 1-517-574], WASHINGTON [Code Section
19 100 180], WISCONSIN [Stat Section 13503] These and other states may have court decisions that may
supersede the Franchise Agreement 1n your relationship with us including the areas of termination and renewal
of your franchise

CALIFORNIA

The Califormia Franchise Investment Law requires a copy of all proposed agreements relating to the
sale of the franchise be delivered together with the FDD

Neither we, nor any person or franchise broker disclosed in Item 2 of the FDD 1s subject to any
currently effective order of any national secunties association or nattonal securities exchange, as defined in the
Securities Exchange Act of 1934, 15 USCA 78a et seq, suspending or expelling these persons from
membership 1n this association or exchange

Califorma Business and Professions Code Sections 20000 through 20043 provide rights to you
concerning termination or non-renewal of a franchise If the Franchise Agreement contains a provision that 1s
mconsistent with the law, the law will control

Prospective franchisees are encouraged to consult private legal counsel to determune the applicability of
Califormia and federal laws (such as Business and Professions Code Section 20040 5, Code of Civil Procedure
Section 1281, and the Federal Arbitration Act) to any prowvisions of a franchise agreement restricting venue to a
forum outside the State of California

The Franchise Agreement contamns a covenant not to compete which extends beyond the termination of
the franchise This provision may not be enforceable under California law

The Franchise Agreement requres application of the laws of the State of Utah This provision may
not be enforceable under Califorma law

The following paragraph 1s added to ITEM 19 of the Franchise Disclosure Document

The earnings claims figures do not reflect the costs of sales, operating expenses or
other costs or expenses that must be deducted from the gross revenue or gross sales
figure to obtain your net income or net profit You should conduct an independent
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investigation of the costs and expenses you will wncur in operating your franchised
business  Franchisees or former franchisees listed in the Franchise Disclosure
Document may be one source of this information

Costa Vida’s Uniform Resource Locator (“URL”) address for locating its internet website 1s
http //www costavidanet OUR WEBSITE HAS NOT BEEN REVIEWED OR APPROVED BY THE
CALIFORNIA DEPARTMENT OF CORPORATIONS ANY COMPLAINTS CONCERNING THE
CONTENT OF THIS WEBSITE MAY BE DIRECTED TO THE CALIFORNIA DEPARTMENT OF
CORPORATIONS at www corp ca gov

THE CALIFORNIA SECTION OF THIS ADDENDUM APPLIES ONLY TO FRANCHISEES
WHO ARE RESIDENTS OF CALIFORNIA OR WHO LOCATE THEIR FRANCHISES IN
CALIFORNIA

HAWAII

1 The following list reflects the status of our franchise registrations in the states which have
franchise registration and/or disclosure laws

Thus registration 1s currently effective in Cahformia and Washington

There are no states which have refused, by order or otherwise, to register these franchises
There are no states which have revoked or suspended the right to offer these franchises

2 The Franchise Agreement has been amended as follows

The Hawan Franchise Investment Law provides nghts to the franchisee concerming non-renewal,
termination and transfer of the Franchise Agreement If the Franchise Agreement, and more specifically,
Sections 2(C), 13, and 14 contain a provision that 1s inconsistent with the Hawan Franchise Investment Law,
the Hawan Franchise Investment Law will control

Sections 2(C)(u1) and 13(C)(vi1) of the Franchise Agreement require franchisee to sign a general
release as a condition of renewal and transfer of the franchise, this release shall exclude claims ansing under
the Hawan Franchise Investment Law

Section 13A(1) of the Franchise Agreement, which terminates the Franchise Agreement upon the
bankruptcy of the franchisee may not be enforceable under federal bankruptcy law (11 US C Section 101, et
seq )

3 The Receipt Pages are amended to add the following

THIS FRANCHISE WILL BE/HAVE BEEN FILED UNDER THE FRANCHISE INVESTMENT
LAW OF THE STATE OF HAWAII FILING DOES NOT CONSTITUTE APPROVAL,
RECOMMENDATION OR ENDORSEMENT BY THE DIRECTOR OF COMMERCE AND
CONSUMER AFFAIRS OR A FINDING BY THE DIRECTOR OF COMMERCE AND CONSUMER
AFFAIRS THAT THE INFORMATION PROVIDED HEREIN IS TRUE, COMPLETE AND NOT
MISLEADING

THE FRANCHISE INVESTMENT LAW MAKES IT UNLAWFUL TO OFFER OR SELL ANY
FRANCHISE IN THIS STATE WITHOUT FIRST PROVIDING TO THE PROSPECTIVE
FRANCHISEE, OR SUBFRANCHISOR, AT LEAST SEVEN DAYS BEFORE THE SIGNING BY
THE PROSPECTIVE FRANCHISEE, OF ANY BINDING FRANCHISE OR OTHER AGREEMENT,
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OR AT LEAST SEVEN DAYS BEFORE THE PAYMENT OF ANY CONSIDERATION BY THE
FRANCHISEE, OR SUBFRANCHISOR, WHICHEVER OCCURS FIRST, A COPY OF THE
DISCLOSURE DOCUMENT, TOGETHER WITH A COPY OF ALL PROPOSED AGREEMENTS
RELATING TO THE SALE OF THE FRANCHISE

THIS DISCLOSURE DOCUMENT CONTAINS A SUMMARY ONLY OF CERTAIN MATERIAL
PROVISIONS OF THE FRANCHISE AGREEMENT AND THE CONTRACT OR AGREEMENT
SHOULD BE REFERRED TO FOR A STATEMENT OF ALL RIGHTS, CONDITIONS,
RESTRICTIONS AND OBLIGATIONS OF BOTH THE FRANCHISOR AND THE FRANCHISEE

THE HAWAII SECTION OF THIS ADDENDUM APPLIES ONLY TO FRANCHISEES WHO
ARE RESIDENTS OF HAWAII OR WHO LOCATE THEIR FRANCHISES IN HAWAII

ILLINOIS

THE FRANCHISE AGREEMENT STATES THAT YOU MUST MEET CERTAIN MINIMUM
PERFORMANCE SALES REQUIREMENTS IF YOU DO NOT MEET THESE REQUIREMENTS YOUR
FRANCHISE AGREEMENT CAN BE TERMINATED BY COSTA VIDA This provision may be affected
by Illinois Law, 815 ILCS §§ 705/4 and 705/41

Item 17 of the Disclosure Document and Sections 2C and 14A of the Franchise Agreement are
amended, 1f required by law, to state

“The conditions under which your franchise can be terminated and your nights
upon non-renewal may be affected by Illinois Law, 815 ILCS §§ 705/19 and
705/20

Item 17 of the Disclosure Document and Sections 17 and 18D and any other choice of law, venue and
Junsdictions provisions in the Franchise Agreement are amended, if required by law, to include the following

“Provisions regarding junsdiction and venue and choice of law may be
affected by Illinois law, 815 ILCS §§ 705/4 and 705/41, respectively ”

“Notwithstanding anything in this Agreement to the contrary, UNLESS
GOVERNED BY THE FEDERAL ARBITRATION ACT, THE UNITED
STATES TRADEMARK ACT OF 1946 (LANHAM ACT, 15 USC
SECTIONS 1051 ET SEQ) OR OTHER FEDERAL LAW OR MATTERS
ARISING UNDER SECTION 4 OF THE ILLINOIS FRANCHISE
DISCLOSURE ACT WHICH SHALL BE GOVERNED THEREBY, THIS
AGREEMENT, THE FRANCHISE AND THE RELATIONSHIP BETWEEN
COMPANY AND FRANCHISEE SHALL BE GOVERNED BY THE LAWS
OF THE STATE OF UTAH, EXCEPT THAT (A) THE UTAH BUSINESS
OPPORTUNITY DISCLOSURE ACT AND ANY OTHER STATE LAW
RELATING TO (1) THE OFFER AND SALE OF FRANCHISES, (2)
FRANCHISE RELATIONSHIPS OR (3) BUSINESS OPPORTUNITIES,
SHALL NOT APPLY UNLESS THE APPLICABLE JURISDICTIONAL
REQUIREMENTS ARE MET INDEPENDENTLY WITHOUT REFERENCE
TO THIS PARAGRAPH, and (B) THE ENFORCEABILITY OF THOSE
PROVISIONS OF THIS AGREEMENT WHICH RELATE TO
RESTRICTIONS ON YOUR COMPETITIVE ACTIVITIES WILL BE
GOVERNED BY THE LAWS OF THE STATE IN WHICH YOUR
BUSINESS IS LOCATED °’
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SPECIFICALLY, PROVISIONS REGARDING JURISDICTION AND
VENUE AND CHOICE OF LAW MAY BE AFFECTED BY ILLINOIS LAW,
815 ILCS §§ 705/4 AND 705/41, RESPECTIVELY, AND RULE SECTION
200608 OF THE RULES AND REGULATIONS PROMULGATED
PURSUANT TO THE ILLINOIS FRANCHISE DISCLOSURE ACT ”

No provision in the Disclosure Document or Franchise Agreement shall be construed to mean that you
may not rely on representations in the Costa Vida Disclosure Document that we provided to you in connection
with the offer and purchase of your franchise

Section 41 of the Illinois Franchise Disclosure Act states that “any condition, stipulation, or provision
purporting to bind any person acquiring any franchise to waive comphance with any provision of this Act 1s
void ”

THE ILLINOIS SECTION OF THIS ADDENDUM APPLIES ONLY TO FRANCHISEES
WHO ARE RESIDENTS OF ILLINOIS OR WHO LOCATE THEIR FRANCHISES IN ILLINOIS

MARYLAND
The Disclosure Document 1s amended to state

“Costa Vida has not registered the trademark, servicemark/logo 1n the State of
Maryland You must register the name “Costa Vida Association” as a dba for
the entity operating the franchise in the state where the franchise marketing
area 1s located ”

Item 17 of the Disclosure Document and Sections 2(C)(11) and 13(C)(vn) of the Franchise Agreement
are amended to state

“Any release signed mn connection with the Franchise Agreement i1s not
mntended to, nor shall 1t act as a release, estoppel or waiver of any hability
incurred under the Maryland Franchise Registration and Disclosure Law ”

The Disclosure Document and Sections 17 and 18(D) of the Franchise Agreement are amended to
state

“Notwithstanding anything in this Agreement to the contrary, UNLESS
GOVERNED BY THE FEDERAL ARBITRATION ACT, THE UNITED
STATES TRADEMARK ACT OF 1946 (LANHAM ACT, 15 USC
SECTIONS 1051 ET SEQ) OR OTHER FEDERAL LAW OR MATTERS
ARISING UNDER THE MARYLAND FRANCHISE REGISTRATION AND
DISCLOSURE LAW WHICH SHALL BE GOVERNED THEREBY, THIS
AGREEMENT AND THE RELATIONSHIP BETWEEN YOU AND US
WILL BE GOVERNED BY THE LAWS OF THE STATE OF UTAH,
EXCEPT THAT THE UTAH BUSINESS OPPORTUNITY DISCLOSURE
ACT AND ANY OTHER STATE LAW RELATING TO (1) THE OFFER
AND SALE OF FRANCHISES, (2) FRANCHISE RELATIONSHIPS, OR (3)
BUSINESS OPPORTUNITIES, WILL NOT APPLY UNLESS THE
APPLICABLE JURISDICTIONAL REQUIREMENTS ARE MET
INDEPENDENTLY WITHOUT REFERENCE TO THIS PARAGRAPH

YOU MAY BRING A LAWSUIT IN MARYLAND FOR CLAIMS ARISING
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UNDER THE MARYLAND FRANCHISE REGISTRATION AND
DISCLOSURE LAW ”

“Any claims ansing under the Maryland Franchise Registration and Disclosure
Law must be brought within 3 years after the grant of your franchise ”

“Any hmitation of claims provisions shall not act to reduce the three year
statute of hmtations afforded a franchisee for bringing a claim ansing under
the Maryland Franchise Registration and Disclosure Law ”

The Disclosure Document and Franchise Agreement are amended as follows

“Any proviston 1n the Franchise Agreement restricting jurisdiction or venue to
a forum outside of Maryland or requirning the application of the laws of another
state 1s void with respect to a claim arising under the Maryland Franchise
Registration and Disclosure Law ™

“Any claims under the Maryland Franchise Registration and Disclosure law
may be brought in the State of Maryland ”

“Pursuant to COMAR 02 02 0816L, the general release required as a condition
of renewal, sale and/or assignment/transfer will not apply to any lhiability under
the Maryland Franchise Registration and Disclosure Law ”

“Any provision in the Disclosure Document or Franchise Agreement or the
agreements attached as appendices that requires you to disclaim the occurrence
and/or acknowledge the non-occurrence of acts that would constitute a
violation of the Maryland Franchise Registration and Disclosure Law 1s not
intended to nor will 1t act as a release, estoppel or waiver of any liability
mncurred under the Maryland Franchise Registration and Disclosure Law ”

“Your acknowledgement and representations are not intended to nor shall they
act as a release, estoppel or warver of any lability imcurred under the
Maryland Franchise Registration and Disclosure Law ™

THE MARYLAND SECTION OF THIS ADDENDUM APPLIES ONLY TO FRANCHISEES
WHO ARE RESIDENTS OF MARYLAND OR WHO LOCATE THEIR FRANCHISES IN
MARYLAND

MICHIGAN

THE STATE OF MICHIGAN PROHIBITS CERTAIN UNFAIR PROVISIONS THAT ARE
SOMETIMES IN FRANCHISE DOCUMENTS IF ANY OF THE FOLLOWING PROVISIONS ARE
IN THESE FRANCHISE DOCUMENTS, THE PROVISIONS ARE VOID AND CANNOT BE
ENFORCED AGAINST YOU

Each of the following provisions 1s void and unenforceable 1f contained in any documents relating to a
franchise

(a) A prohibition on your night to join an association of franchisees
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b) A requirement that you assent to a release, assignment, novation, waiver, or estoppel which
deprives you of nights and protections provided in this act This shall not preclude you, after entering
mnto a Franchise Agreement, from settling any and all claims

{c) A provision that permits us to terminate a franchise before the expiration of 1ts term except for
good cause Good cause shall include your failure to comply with any lawful provision of the
Franchise Agreement and to cure this failure after being given written notice thereof and a reasonable
opportunity, which in no event need be more than 30 days, to cure this failure

()] A provision that permuts us to refuse to renew your franchise without fairly compensating you
by repurchase or other means for the fair market value at the time of expiration of your mnventory,
supplies, equipment, fixtures, and furmshings Personalized materials which have no value to us and
mventory, supplies, equipment, fixtures, and furmishings not reasonably required 1n the conduct of the
franchise business are not subject to compensation This subsection applied only if (1) the term of the
franchise 1s less than 5 years and (n) you are 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 1n the same area subsequent to the expiration
of the franchise or you do not receive at least 6 months advance notice of our intent not to renew the
franchise

(e) A provision that permits us to refuse to renew a franchise on terms generally available to other
franchisees of the same class or type under simular circumstances This section does not require a
renewal provision

® A provision requiring that arbitration or litigation be conducted outside this state This shall
not preclude you from entering into an agreement, at the time of arbitration, to conduct arbitration at a
location outside this state

(2 A provision which permits us to refuse to permut a transfer of ownership of a franchise, except
for good cause Tlis subdivision does not prevent us from exercising a nght of first refusal to
purchase the franchise Good cause shall include, but 1s not limited to

) The failure of the proposed transferee to meet our then-current reasonable
qualifications or standards

() The fact that the proposed transferee 1s a competitor of us or our subfranchisor

(1)  The unwillingness of the proposed transferee to agree in wnting to comply with all
lawful obligations

() You or your proposed transferee’s failure to pay any sums owing to us or to cure any
default 1n the Franchise Agreement existing at the time of the proposed transfer

(h) A provision that requires you to resell to us items that are not uniquely identified with us
This subdivision does not prohibit a provision that grants to us a nght 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 subdiviston prohibit a provision that grants us the right to acquire
the assets of a franchise for the market or appraised value of these assets if you have breached the
lawful provisions of the Franchise Agreement and have failed to cure the breach in the manner
provided 1n subdivision (c)
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) A provision which permuts us to directly or indirectly convey, assign, or otherwise transfer our
obligations to fulfill contractual obligations to you unless provision has been made for providing the
required contractual services

THE FACT THAT THERE IS A NOTICE OF THIS OFFERING ON FILE WITH THE ATTORNEY
GENERAL DOES NOT CONSTITUTE APPROVAL, RECOMMENDATION, OR ENDORSEMENT
BY THE ATTORNEY GENERAL

ESCROW REQUIREMENTS (IF ANY)

Any questtons regarding this notice should be directed to

State of Michigan
Department of Attorney General
Consumer Protection Division
Attn Franchise
670 Law Building
Lansing, Michigan 48913
Telephone Number (517) 373-7117

THE MICHIGAN SECTION OF THIS ADDENDUM APPLIES ONLY TO FRANCHISEES
WHO ARE RESIDENTS OF MICHIGAN OR WHO LOCATE THEIR FRANCHISES IN MICHIGAN

MINNESOTA

If requred by law, the Disclosure Document, Franchise Agreement, and Area Development Agreement are
modified as follows

Any release signed 1n connection with the Franchise Agreement shall not apply to any
claims arising under Minnesota Statutes 1973 Supplement, Sections 80C 01 to 80C 22,
providing that a franchisee cannot be required to assent to a release, assignment, or
waiver that would relieve any person from hability imposed by such statutes, provided,
however that this shall not bar the voluntary settlement of disputes

With respect to the franclises governed by Minnesota law, we will comply with
Minnesota Statutes Sec 80C 14, subdivisions 3, 4 and 5 which require, except 1n certain
specific cases, that we give you 90 days notice of termunation (with 60 days to cure) and
180 days notice for non-renewal of the franchise agreement If Franchisor fails to give
notice, the Franchise Agreement shall remain in effect from month to month until
Franchisor has given the required notice

Minnesota Statutes Sec 80C 21 and Mmnesota Rule 2860 4400] prohibit us from
requirng litigation to be conducted outside Minnesota In addition, nothing n the
Disclosure Document or Franchise Agreement can abrogate or reduce any of your nghts
as provided for in Minnesota Statutes, Chapter 80C, or your nghts to a jury tral or any
procedure, forum, or remedies provided for by the laws of the jurisdiction

Minnesota Rule 2860 4400] also prohibits us from asking you to consent to the
Franchisor obtaining injunctive relief We may merely seek ijunctive rehief Also, 1t 1s
up to a court to determune 1f a bond 15 required
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Provided that you are in compliance with the terms and conditions of the Franchise
Agreement, we will comply with Mimnnesota Statutes Sec 80C 12, Subd 1(g) which
requires that the franchisor protect the franchisee’s nght to use the trademarks, service
marks, tradenames, logotypes or other commercial symbols and/or imdemmfy the
franchisee from any loss, costs or expenses arising out of any claim, swit or demand
regarding the use of the name

We will also comply with the requirements of Minnesota Statutes Sec 80C 17, Subd 5,
whuch requires that any actton commenced under Section 80C 17 be commenced within

THE MINNESOTA SECTION

3 years after the cause of action accrues

RESIDENTS OF MINNESOTA OR WHO LOCATE THEIR FRANCHISES IN MINNESOTA

NEW YORK

OF THIS ADDENDUM APPLIES ONLY TO FRANCHISEES WHO ARE

The cover page of the Disclosure Document will be supplemented with the following, inserted at the
bottom of the cover page

REGISTRATION OF THIS FRANCHISE BY NEW YORK STATE
DOES NOT MEAN THAT THE STATE RECOMMENDS IT OR HAS
VERIFIED THE INFORMATION IN THIS DISCLOSURE DOCUMENT
IF YOU LEARN THAT ANYTHING IN THIS DISCLOSURE
DOCUMENT IS UNTRUE, CONTACT THE FEDERAL TRADE
COMMISSION AND THE NEW YORK STATE DEPARTMENT OF
LAW, 120 BROADWAY, NEW YORK, NEW YORK 10271-0332
INFORMATION COMPARING FRANCHISORS IS AVAILABLE
CALL THE STATE ADMINISTRATORS LISTED IN EXHIBIT A OR
YOUR PUBLIC LIBRARY FOR SOURCES OF INFORMATION

WE MAY, IF WE CHOOSE, NEGOTIATE WITH YOU ABOUT ITEMS
COVERED IN THE PROSPECTUS HOWEVER, WE CANNOT USE
THE NEGOTIATING PROCESS TO PREVAIL UPON YOU TO
ACCEPT TERMS WHICH ARE LESS FAVORABLE THAN THOSE
SET FORTH IN THIS PROSPECTUS

As a supplement to the information disclosed 1n this Disclosure Document, the following additional
paragraphs are added

I

+073799-11152487 2

Except as disclosed in Item 3 of the Disclosure Document, neither we, our predecessors,
Affiliates or any person identified 1n Item 2 of this Disclosure Document

A Has any admimstrative, criminal or matenal civil action (or a sigmficant number of
cwvil actions urespective of matenality) pending against 1t or him alleging a violation of any franchise
law, securities law, fraud, embezzlement, fraudulent conversion, restraint of trade, unfair or deceptive
practices, misappropriation of property or comparable allegations

B Has been convicted of a felony or pleaded nolo contendere to a felony charge or
within the ten year period immediately preceding the application for registration, been convicted of a
misdemeanor or pleaded nolo contendere to a musdemeanor charge or been held lable in a civil action
by final judgment or been the subject of a material complaint or other legal proceeding if such
misdemeanor conviction or charge or civil action, complaint or other legal proceeding involved
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violation of any franchise law, securities law, fraud, embezzlement, fraudulent conversion, restrant of
trade, unfair or deceptive practices, misappropriation of property or comparable allegations

C Is subject to any currently effective injunctive or restrictive order or decree relating to
franchises or under any federal, state, or Canadian franchise, secunties, antitrust, trade regulation, trade
practice law, or any national securities association or national securnities exchange (as defined 1n the
Securities and Exchange Act of 1934) suspending or expelling this person from membership in this
association or exchange as a result of a concluded or pending action or proceeding brought by a public
agency

2 Except as disclosed in Item 4 of the Disclosure Document, during the ten year period
immediately preceding the date of this Disclosure Document, neither we, our predecessors, Affiliates or any
person 1dentified in Item 2 of this Disclosure Document has been adjudged bankrupt or reorganized due to
msolvency or been a principal officer of any company or a general partner in any partnership at or within 1
year of the time that this company or partnership was adjudged bankrupt or reorgamzed due to insolvency or 1s
otherwise subject to any pending bankruptcy or reorgamzation proceeding

3 You will not be required to mdemnify us for any claims arising out of a breach of the
Franchise Agreement by us or other civil wrongs committed by us

4 We will not assign any of our rights under the Franchise Agreement except to an assignee
who, 1 our good faith judgment, 1s willing and able to assume our obligations under the Franchise Agreement

5 Any release signed in connection with the Franchise Agreement 1s subject to the proviso that
all nights enjoyed by you and any causes of action arising 1n your favor from the provisions of Article 33 of
the General Business Law of the State of New York and the regulations issued thereunder shall remaimn in
force, 1t bemng the intent of this proviso that the non-waiver provisions of Sections 687 4 and 687 5 of the
General Business Law of New York State be satisfied

6 You may terminate the Franchise Agreement and any ancillary agreements upon any other
grounds available by law

7 The summary 1n Items 17 w Choice of Law, 1s amended to state the following

Utah law applies unless governed by applicable federal law The foregoing choice of law should not
be considered a warver of any night conferred upon the franchisor or upon Franchisee by the General Business
Law of the State of New York

The following modifications are made to the Franchise Agreement

1 The following sentence 1s added to the end of Section 4(E) ‘“Franchisor will make no changes
to the Operations Manual that would impose an unreasonable economic burden on Franchisee or unreasonably
increase Franchisee’s obligations ”

2 Section 13A 1s amended by adding the following to the end of that Section ‘“However,
Franchisor will make no transfer or assignment except to a transferee or an assignee who, mn our good faith
Judgment, is willing and able to assume Franchisor’s obligations under this Agreement

3 The following 1s added at the end of Sections 2(C)(u) and 13(C)(vi)) “, provided, however,
that any release shall not apply to any claims arising under the provisions of Article 33 of the General
Business Law of the State of New York
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4 The following 1s added to the end of the first sentence of Section 16(B) ‘Notwithstanding the
foregoing, Franchisee will not be required to indemmify Franchisor for any claims ansing out of a breach of
the Agreement by us or other civil wrongs of us

5 The following 1s added to the end of Section 18(E) “Franchisor will seek no issuance of
mjunctive relief which would violate New York General Business Law Section 687 5

6 The following sentence is added to the end of Sections 17 and 18(D) of the Franchise
Agreement, and to and any other choice of law provisions appearing 1n any related documents attached as
exhibits or appendices to the Franchise Agreement that are deemed to be 1n violation of New York law “The
choice of law provisions 1n this Section should not be considered a waiver of any nght conferred upon
Franchisor or upon the Franchisee by Article 33 of the General Business Law of the State of New York ™

THE NEW YORK SECTION OF THIS ADDENDUM APPLIES ONLY TO FRANCHISEES
WHO ARE RESIDENTS OF NEW YORK OR WHO LOCATE THEIR FRANCHISES IN NEW
YORK

NORTH DAKOTA

Sections of the Disclosure Document and Franchise Agreement providing for resolution of disputes to
be outside North Dakota may not be enforceable under Section 51-19-09 of the North Dakota Franchise
Investment Law, and are amended accordingly if required by law

Sections of the Disclosure Document and Franchise Agreement relating to choice of law, may not be
enforceable under Section 51-19-09 of the North Dakota Franchise Investment Law, and are amended
accordingly if required by law

Sections of the Disclosure Document and Franchise Agreement requining you to sign a general release
upon renewal of the Franchise Agreement may not be enforceable under Section 51-19-09 of the North Dakota
Franchise Investment Law, and are amended accordingly 1f required by law

Sections of the Disclosure Document and Franchise Agreement stipulating that you shall pay all costs
and expenses incurred by us 1n enforcing the Franchise Agreement may not be enforceable under Section 51-
19-09 of the North Dakota Franchise Investment Law, and are amended accordingly 1f required by law

Sections of the Franchise Agreement requiring you to consent to a waiver of tnal by jury may not be
enforceable under Section 51-19-09 of the North Dakota Franchise Investment Law, and are amended 1f
required by law

Sections of the Franchise Agreement requiring you to consent to a waiver of exemplary and punitive
damages may not be enforceable under Section 51-19-09 of the North Dakota Franchise Investment Law, and
are amended 1f required by law

THE NORTH DAKOTA SECTION OF THIS ADDENDUM APPLIES ONLY TO
FRANCHISEES WHO ARE RESIDENTS OF NORTH DAKOTA OR WHO LOCATE THEIR
FRANCHISES IN NORTH DAKOTA

RHODE ISLAND

§ 19-28 1-14 of the Rhode Island Franchise Investment Act provides that “A provision 1n a franchise
agreement restricting junisdiction or venue to a forum outside this state or requiring the application of the laws
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of another state 1s vord with respect to a claim otherwise enforceable under this Act” The Disclosure
Document and Franchise Agreement are amended accordingly if required by law

THE RHODE ISLAND SECTION OF THIS ADDENDUM APPLIES ONLY TO
FRANCHISEES WHO ARE RESIDENTS OF RHODE ISLAND OR WHO LOCATE THEIR
FRANCHISES IN RHODE ISLAND

VIRGINIA

Pursuant to § 13 1-564 of the Virgima Retail Franchising Act, 1t 1s unlawful for a franchisor to use
undue influence to induce a franchisee to surrender any nght given to him under the franchise If any
provision of the Franchise Agreement involves the use of undue mfluence by the franchisor to induce a
franchisee to surrender any nights given to hum under the franchise, that provision may not be enforceable

Pursuant to Section 13 1-564 of the Virgimia Retail Franchising Act, tt 1s unlawful for a franchisor to
cancel a franchise without reasonable cause If any grounds for default or termination stated in the Franchise
Agreement does not constitute “reasonable cause”, as that term may be defined in the Virgima Retail
Franchising Act or the laws of Virginia, that provision may not be enforceable

THE VIRGINIA SECTION OF THIS ADDENDUM APPLIES ONLY TO FRANCHISEES
WHO ARE RESIDENTS OF VIRGINIA OR WHO LOCATE THEIR FRANCHISES IN VIRGINIA

WASHINGTON

In any arbitration involving a franchise purchased in Washington, the arbitration site shall be either 1n
the state of Washington, or 1n a place mutually agreed upon at the time of the arbitration, or as determined by
the arbitrator, 1f required by Washington law

In the event of a conflict of laws, the provisions of the Washington Franchise Investment Protection
Act, Chapter 19 100 RCW, shall prevail

A release or waiwver of rights signed by you shall not include rights under the Washimgton Franchise
Investment Protection Act except when signed pursuant to a negotiated settlement after the agreement 1s 1n
effect and where the parties are represented by independent counsel Provisions such as those which
unreasonably restrict or limut the statute of limitations period for claims under the Act, or nghts or remedies
under the Act may not be enforceable and are amended 1f required by law

Transfer fees are collectable 1f they reflect our reasonable estimated or actual costs n effecting a
transfer, if required by Washington law

In addition to the rights and responsibilities enumerated in the Disclosure Document and Franchise
Agreement concerning termination and non-renewal, Washington State residents have certain rights under the
Washington Franchise Investment Protection Act

THE WASHINGTON SECTION OF THIS ADDENDUM APPLIES ONLY TO FRANCHISEES
WHO ARE RESIDENTS OF WASHINGTON OR WHO LOCATE THEIR FRANCHISES IN
WASHINGTON
WISCONSIN

Item 17 of the Disclosure Document 1s amended to add the following
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The Wisconsin Fair Dealership Law Title XIV-A Ch 135, Section 135 01-
135 07 may affect the termination provision of the Franchise Agreement

THE WISCONSIN SECTION OF THIS ADDENDUM APPLIES ONLY TO FRANCHISEES
WHO ARE RESIDENTS OF WISCONSIN OR WHO LOCATE THEIR FRANCHISES IN
WISCONSIN

(Signatures on following page)
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ACKNOWLEDGMENT

It 1s agreed that the applicable foregoing state law addendum, if any, supersedes any inconsistent
portion of the Franchise Agreement dated the day of , 20, and of the Franchise
Disclosure Document Except in the State of Maryland, this State Addenda apphes only if required by
applicable state law

DATED this day of ,20

FRANCHISOR

COSTA VIDA MANAGEMENT, LLC

By
Title

FRANCHISEE

By
Title

By
Title

(MUST BE SIGNED BY ALL OWNERS AND MANAGERS OF AN ENTITY FRANCHISEE)
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COSTA VIDA MANAGEMENT, LLC
AREA DEVELOPMENT AGREEMENT

This Area Development Agreement (the “Agreement”) 1s made and entered into as of thus ___ day of

, 20, by and between Costa Vida Management, LLC, a Utah limited hability company
,with 1ts principal place of busmess at 2989 West Maple Loop Drive, Swite 100, Lehi, Utah 84043
“we”, “us”, the “Company” or “Franchisor”) and , (“you” or “Area
Developer™), a(n) , whose principal address 18
[Address] The Company and Area Developer may

sometimes collectively be referred to in this Agreement as the “parties ”

1 INTRODUCTION

A CosTA VIDA RESTAURANTS

We own, operate, and franchise Costa Vida Restaurants, specializing mn the retail sale of
burnitos, salads, enchiladas, tacos, quesadillas, horchatas, beverages, and other menu items and
merchandise related to the Costa Vida concept, as we may periodically authorize We, or our Affiliates,
have developed and own a comprehensive system for developing and operating Costa Vida Restaurants,
which includes trademarks, building designs and layouts, equipment, ingredients, specifications, and
recipes for authorized food products, methods of inventory control, traimming programs and certain
operational and business standards and policies, all of which we may improve, further develop or
otherwise modify (the “System” or the “Costa Vida System”)

B YOUR ACKNOWLEDGEMENTS

You have read and understood this Agreement, our Disclosure Document, and agreements, 1f
any You acknowledge that you have had ample time and opportunity to consult advisors of your own
choosing about the potential benefits and nisks of entering nto this Agreement By signing this
Agreement, you understand that the Costa Vida concept offers a high-quality quick casual dining
experience You accept the proposition that to deliver that experience requires a different approach to
the quality of food products, level of design and environment and customer experience (1mpacted by the
quality of people and traming) not typically found in quick service food establishments You understand
the terms, conditions, and covenants of this Agreement and accept them as being reasonably necessary
to maimntain the umformty of our high quality standards at all Costa Vida Restaurants to protect and
preserve the goodwill of the Marks and the integnty of the System Standards You have conducted an
independent 1nvestigation of the business contemplated by this Agreement and recogmize that the
restaurant ndustry 1s highly competitive, with constantly changing market conditions and consumer
tastes You recogmze that the nature of Costa Vida Restaurants may change over time, that an
investment 1n Costa Vida Restaurant mvolves business risks and that the success of the venture 1s
largely dependent on your own business abilities, efforts, and financial resources

We expressly disclaim the making of, and you acknowledge that you have not received or relied
upon, any representation, guaranty, or warranty express or implied, as to the sales volume, income,
earmings, expenses, revenues, profits or success of Costa Vida Restaurants or the business venture
contemplated by this Agreement or the extent to which we will continue to develop and expand the
Costa Vida Network of Restaurants You further acknowledge that you have not received or relied on
any representations about the franchise, the Franchisor, or 1ts franchising program or policies from us or
our officers, directors, employees, or agents that are contrary to the statements made in our Disclosure
Document or the terms of this Agreement Any information acquired by you from other Costa Vida
franchisees relating to sales, income, earmings, expenses, revenues, profits or success of any such
franchised Costa Vida restaurants does not constitute information obtained from us, nor do we make any
representation as to the accuracy of any such information You acknowledge and agree that Costa
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Vida’s officers, directors, employees, and agents act only mn a representative, and not in a personal,
capacity i connection with any of our dealings with you

C YOUR REPRESENTATIONS

You and your Principal Owners, jointly and severally 1f applicable, represent and warrant to us
that (1) neither you nor any of your Principal Owners has made any untrue statement of any material
fact or has omutted to state any matenal fact in the ADA application, Personal Profile, or any other
written information, you have submutted 1n obtaining the rights granted hereunder, (2) neither you nor
any of your Owners has any direct or indirect legal or beneficial interest in any business that may be
deemed a Competitive Business, except as you have otherwise completely and accurately disclosed 1n
writing to us 1 connection with obtaimng the nghts granted hereunder, and (3) the sigming and
performance of this Agreement will not violate any other agreement to which you or any of your
Owners may be bound You recogmize that we have signed this Agreement in rehance on all of the
statements, including to the ADA Application and the Personal Profile, you and your Owners have made
in writing n connection with this Agreement

D CERTAIN DEFINITIONS

The terms listed below have the meanings which follow them and include the plural as well as
the singular Other terms are defined elsewhere in this Agreement 1n the context in which they anse

“ADA Application” — The area development agreement application submutted to us by you
and/or your Owners

“Affiliate” — Any person or entity that directly or indirectly owns or controls the referenced
party, that 1s directly or indirectly owned or controlled by the referenced party, or that 1s under
common control with the referenced party The term “control” means the possession, directly or
indirectly, of the power to direct or cause the direction of the management and policies of an
entity, whether through ownership of voting securities, by contract or otherwise

“Alternative Approved Supplier” — Any supplier who has been proposed by you or by another
franchisee to manufacture or provide products or ingredients and who has been approved by us
to do so 1n accordance with the terms of this Agreement

“Approved Supplier” — Any supplier, including us, an Affihate of ours or an independent third
party, whom we authorize to manufacture or provide products or ingredients

“Competitive Business” — Any retail food establishment (including any restaurant) in which any
of the following categories constitutes more than twenty percent of its revenues or twenty
percent of its menu (1) burritos, tacos, quesadillas (2) Latin American, Central American, or
Mexican food, desserts, or beverages of any kind, as well as any business that manufactures,
wholesales, and/or distributes Latin American, Central American, or Mexican food, desserts, or
beverages of any kind, including tortillas and salsas  Restrictions in this Agreement on
competitive activities do not apply to  (a) the ownership or operation of other Costa Vida
Restaurants that are licensed or franchised by us or any of our Affiliates, or (b) the ownership of
shares of a class of securities that are listed on a public stock exchange or traded on the over-
the-counter market and that represent less than five percent of that class of securities

“Confidential Information” — Our propnetary and Confidential Information relating to the
development and operation of Costa Vida Restaurants, including (1) Operations Manual, (2)
ingredients, recipes, and methods of preparation and presentation of authorized food and
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products, (3) site selection critena for Costa Vida Restaurants and plans and specifications for
the development of Costa Vida Restaurants, (4) sales, marketing, and advertising programs and
techniques for Costa Vida Restaurants, (5) identity of suppliers and knowledge of specifications,
processes, procedures, and equipment, and pricing of authorized food products, materals,
supples, and equipment, (6) knowledge of operating results and financial performance of Costa
Vida Restaurants, other than Costa Vida Restaurants you own, (7) methods of inventory control,
storage, product handling, traming and management relating to Costa Vida Restaurants, and (8)
computer systems and software programs used or useful in Costa Vida Restaurants, and (9) any
and all other information that we provide you that 1s labeled proprietary or confidential

“Immediate Farmly” — Spouse, parents, brothers, sisters, and children, whether natural or
adopted

“Marks” — The current and future tradenames, trademarks, service marks, and trade dress used to
identify the services and/or products offered by Costa Vida Restaurants, including the marks
“COSTA VIDA,” “COSTA VIDA FRESH MEXICAN GRILL,” and the distinctive building
design and color scheme of Costa Vida Restaurants

“MSA” — A metropolitan statistical area, as determuned by the US Census Bureau

“Operating Partner” — The individual you so designate in Exhibit B and any replacement thereof
approved by us

*Owner” — Each person or enfity that has a direct or indirect legal or beneficial ownership
nterest 1n you, 1f you are a business corporation, partnership, limited liability company, or other
legal entity

“Costa Vida Restaurants” — Restaurants which we, or any of our Affiliates, own, operate or
franchise and which use the Marks and the System Standards

“Personal Profile” — The personal, financial, business, and other information relating to you and
your Owners set forth in our personal profile form(s) which you and your Owners have
completed and submutted to us before or together with the ADA Application

“Principal Owner” — Each Owner with an ownership interest greater than ten percent (10%), 1f
you are a business corporation, partnershup, limuted hability company, or other legal entity

“System Standards” — The business methods, designs, and arrangements for developing and
operating Costa Vida Restaurants, which include the Marks, building design and layouts,
equipment, ingredients, recipes, methods of preparation and specifications for authonized food
products, training, methods of inventory control and certain operating and business standards
and policies, all of which we may pertodically improve, further develop or otherwise modify

“Transfer of the Development Rights” — or sumular words — The voluntary, involuntary, direct or
indirect sale, assignment, transfer, license, sublicense, sublease, collateral assignment, grant of a
security, collateral or conditional interest, inter-vivos transfer, testamentary disposition or other
disposition of this Agreement, of any interest in or night under this Agreement, or any form of
ownership interest 1n Area Developer, revenues or income of your Restaurant including (1) any
transfer, redemption or 1ssuance of a legal or beneficial ownership interest in the capital stock
of, membership of, or a partnership interest 1n, Area Developer or of any interest convertible to
or exchangeable for capital stock of, membership of or a partnership interest 1n, Area Developer,
(2) any merger or consolidation Area Developer, whether or not Area Developer 1s the surviving
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entity, (3) any transfer in, or as a result of, a divorce, insolvency, corporate, lumited liability
company or partnership dissolution proceeding or otherwise by operation of law, (4) any transfer
upon death of Area Developer or the death of any Principal Owners of Area Developer by will,
declaration of or transfer 1n trust or under the laws of interstate succession,

“ Your Restaurant” — The Costa Vida Restaurant operated by you under a Franchise Agreement

2 DEVELOPMENT RIGHTS

A TERM AND DEVELOPMENT FEE

Unless sooner termunated 1n accordance with Section 9, the term of this Agreement (the “Term™)
starts on the dates hereof and expires on the earlier of the expiration date set forth in Exhibit A or the
date upon which Area Developer opens for operation the cumulative number of Costa Vida Restaurants
in the Development Area (as this term is defined 1n Section 2B hereof) set forth in Exhibit A You have
no right to renew or extend your rights under this Agreement At the time you sign this Agreement, you
must pay us the nonrefundable Development Fee set forth in Exhubit A (the “Development Fee”) Any
deposit we may require you to pay us in connection with the ADA Application for the nghts granted
hereunder will be credited aganst the Development Fee

B DEVELOPMENT RIGHTS

During the Term and provided you and your Affiliates are in compliance with this Agreement
and all other agreements with us or any of our Affilates (including Franclhise Agreements signed
pursuant to this Agreement), we will (1) grant to you, in accordance with Section 3, that cumulative
number of franchises for Costa Vida Restaurants set forth in Exhibit A, all of which are to be located
within the geographic area described in Exhibit A (the “Development Area”), and (2) not operate
(directly or through an Affilate), nor grant the right to operate, any Costa Vida Restaurant located
within the Development Area, except for (1) franchises granted pursuant to this Agreement, (1) Costa
Vida Restaurants open (or under commitment to open) as of the date hereof, (111) Costa Vida Restaurants
or other retail food establishments using any part or all of the System Standards and/or Marks that are
(A) located within retail outlets, restaurants, grocery stores, supermarkets, and other channels of
distnbution (including wholesale distribution of food products or merchandise to restaurants,
supermarkets, grocery stores, caterers, Internet, catalogs, and other outlets), (B) located at transportation
facilities (such as airport facilities, inter-MSA train and/or bus stations, turnpikes, or other hmited
access highway rest stops), colleges, umversities, sports arenas and entertainment facihities, where any of
these locations or 1ts food operations are controlled by a third party or in our judgment should be
operated by a third party (collectively “Spectal Locations™), or (C) retail food establishments (including
other non-Costa Vida restaurants) that we purchase (or as to which we purchase the rights as franchisor)
that are part of another franchise system or chain, regardless whether any or all of them are converted to
use any or all of the Marks and/or System Standards or continue to be operated independently
Notwithstanding any other term or condition of this Agreement to the contrary, you are not granted the
right to develop a Costa Vida Restaurant within one (1) mule of another Costa Vida Restaurant (which 1s
either open or operating or has been approved by us for development) in a geographic area not included
in your Area Development Agreement

C DEVELOPMENT OBLIGATIONS

You must have open and operating in the Development Area in accordance with and pursuant to
Franchise Agreements, that cumulative number of Costa Vida Restaurants set forth in Exhibit A by the
corresponding dates set forth theremn (“Development Schedule”) Time 1s of the essence in this
Agreement, and any requests by you to extend the Development Schedule may be granted or dented by
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us for any reason or no reason Your failure to develop and operate Costa Vida Restaurants in
accordance with the Development Schedule 1s a material breach of this Agreement for which we have
the right to exercise any and all nghts and remedies conferred under this Agreement and applicable law,
including the right, in our sole discretion, to (1) termunate this Agreement pursuant to Section 9B
without prejudice to our recovery of damages, or (2) require you to pay to us (1) on demand, a fee equal
to the mitial franchise fees that would have been due under the franchise agreements you would have
entered nto 1f you had complied with the Development Schedule (the “Development Deficiency Imtial
Fee”) for each Costa Vida Restaurant that you have so failed to open, and (1) from and after this breach
(until the failure to meet the Development Schedule 1s cured) an amount equal to the average royalties
recerved by us from all Costa Vida Restaurants for each Costa Vida Restaurant that you have so failed
to open (the “Development Deficiency Royalty Fees”), all of which amounts (inclusive of the
Development Deficiency Imitial Fee and the Development Deficiency Royalty Fees) represent liquidated
damages  Such damages are difficult to calculate with certainty but the foregoing represents a
reasonable estimate of the damages we will incur as a result of your failure to comply with the
Development Schedule The Development Deficiency Initial Fees and the Development Deficiency
Royalty Fees are not refundable under any circumstances, provided the Development Deficiency Initial
Fees shall be creditable against the imtial franchise fees payable under Franchise Agreements signed
pursuant to this Agreement This Section 2C shall survive the exprration or termination of this
Agreement and shall continue 1n full force and effect until satisfied 1n full or by its nature expires

D OuURr RESERVATION OF RIGHTS

Except as otherwise expressly provided in this Agreement, we and all of our Affihates (and our
respective successors and assigns, by purchase, merger, consolidation, or otherwise) retain all of our
rights and discretion with respect to the Marks, the System Standards, and Costa Vida Restaurants
anywhere 1n the world, and the nght to engage 1n any business whatsoever, including the nght to (1)
operate, and grant to others the right to operate, Costa Vida Restaurants at these locations and on these
terms and conditions as deemed appropnate (you acknowledge that these Costa Vida Restaurants may be
in direct competition with your Restaurant, without regard to any adverse effects of these activities on
your Restaurant and without any obligation or liability to you), (2) sell any products or services under
any tradenames, trademarks, service marks or trade dress, including the Marks, through other channels
of distribution (including, wholesale distribution of food products and merchandise to restaurants,
supermarkets, grocery stores, caterers, Internet, catalogs, and other outlets), and (3) operate, and grant to
others the night to operate, retail food establishments (including other non-Costa Vida restaurants)
identified by tradenames, trademarks, service marks or trade dress, other than the Marks, pursuant to
these terms and conditions as we deem appropriate  You acknowledge and agree that, except as
expressly provided to the contrary in Section 2B hereof, your nghts hereunder shall be non-exclusive
You watve, to the fullest extent permutted under law, all claims, demands or causes of action arising
from or related to any of the foregoing activities by us or any of our Affiliates

E DEVELOPMENT OF TARGET STORES

1111 If during the Term, we locate a site withtn the Development Area at which a
Costa Vida Restaurant 1s not then operated but which, in our judgment, 1s switable for a Costa Vida
Restaurant (a “Target Site”), we will, as soon as 1s practicable after the site 1s 1dentified (taking 1nto
consideration any applicable contractual or legal prohibitions or limitations), notify you in writing of the
Target Site 1f we mtend that the Target Site be developed and operated as a Costa Vida Restaurant
Within 10 days after your receipt of our notice regarding the Target Site (including any relevant
site-related materials 1n our possession), you will notify us if you desire to develop and operate a Costa
Vida Restaurant at the Target Site described in the notice
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1112 If you timely notify us in writing that you desire to develop and operate a Costa
Vida Restaurant at the Target Site and we have fully negotiated a lease or purchase agreement for the
Target Site, then you will (1) obtain the consent of the landlord to execute and will execute the lease or
an assignment and assumption of lease, i1f applicable, or obtain the consent of the seller to execute and
will execute a purchase agreement or an assignment and assumption of purchase agreement, i1f
applicable, (2) execute a Franchise Agreement and such ancillary documents as are then customarily
used by us 1n the grant of franchises for Costa Vida Restaurant, as modified for use in connection with
the Target Site (the “Franchise Documents™), and pay the fees, including the mmitial franchise fee, that
we are then charging for new Costa Vida franchises, and (3) pay us a site location and negotiation fee
plus our reasonable out-of-pocket expenses incurred in locating the Target Site and negotiating the lease
or purchase agreement, all within 10 days after our delivery to you of the lease or purchase agreement,
as the case may be, and the Franchise Documents We will fully cooperate with you in obtaining the
landlord's consent to your execution of the lease or the seller's consent to your execution of the purchase
agreement or assignment of purchase agreement, as the case may be

1113 If you timely notify us in writing that you desire to develop and operate a Costa
Vida Restaurant at the Target Site and we have not fully negotiated a lease or purchase agreement for
the Target Site, then you will have 30 days 1in which to negotiate and deliver to us a lease or purchase
agreement for the Target Site 1n form for execution If we disapprove the lease or purchase agreement
for failure to meet our requirements, you will have 10 days withain which to negotiate and dehiver to us a
revised lease or purchase agreement for the Target Site 1n form for execution If we approve the lease
or the purchase agreement for the Target Site, then you will (1) execute the lease or purchase agreement,
as applicable, (2) execute the Franchise Documents and pay the fees, including the mitial franchise fee
that we are then charging for new Costa Vida franchises, and (3) pay to us a site location fee plus our
reasonable out-of-pocket expenses i locating the Target Site and, to the extent applicable, partially
negotiating the lease or purchase agreement, all within 10 days after our delivery of the Franchise
Documents to you

1114 If you (1) dechne the option to develop a Target Site, (2) fail to timely notify us
of your election to develop a Target Site, or (3) fail to timely execute the approved lease or purchase
agreement and Franchise Documents for a Target Site and pay the applicable fees as provided above,
then we or one of our Affiliates may develop and operate a Costa Vida Restaurant at the Target Site or
grant a franchise to a third party to develop and operate a Costa Vida Restaurant at the Target Site _Any
Target Site, developed by us or one of our Affihates will not count towards the Development Schedule
and put You in material breach and default of this agreement

1115 Any Target Site for which you execute the Franchise Documents and develop
and open a Costa Vida Restaurant will count towards the Development Schedule

1116 We are not required to give notice to you or to offer you a franchise to develop
a Costa Vida Restaurant with regard to any Target Site or Conversion Site (defined below) in the
Development Area, and we may develop and open (or franchise others to develop and operate) a Costa
Vida Restaurant at the Target Site or Conversion Site, after the total number of sites for which you have
executed a Franchise Agreement and accepted as Target Sites or Conversion Sites equals the number
required under your Development Schedule

F CONVERSION SITES

) If, during the Term, we acquire the shares or assets (which may include
furniture, fixtures, equipment, leasehold improvements and/or leasehold interests) of any business
operating retail outlets at one or more sites located within the Development Area which meets our
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specifications and standards for converston to Costa Vida Restaurants (the “Conversion Sites”), and we
determine 1n our sole discretion to convert the Conversion Sites within your Development Area to Costa
Vida Restaurants, we will offer to sell those Conversion Sites to you for the price paid by us for those
Conversion Sites 1f

(A) The sale will not, 1n our judgment, conflict with any existing legal obligation of
us or the business being acquired,

B The sale will not, 1n our judgment, preclude the completion of the acquisition on
the terms agreed to by us and the seller,

© The sale will not, in our judgment, interfere with any other legal agreement,
arrangement or combination or affect federal or state income tax consequences arising from the
acquisition 1n a manner adverse to any of the parties to the acquisition,

D) You agree, at our option, to include 1n your purchase (at a price determined on
the same basis as for Conversion Sites) certain acquired stores which fall within the Development Area
but which do not meet our criteria for conversion to Costa Vida Restaurants and which may have to be
closed or sold to a third party subsequent to your acquisition, and

(E) You agree to (1) execute, concurrently with your purchase, the appropnate
Franchise Documents and pay the fees, including the mtial franchise fee, that we are then charging for
new Costa Vida Restaurants franchises, for each Conversion Site in the Development Area, (11) convert
each Conversion Site to a Costa Vida Restaurant as soon as practicable thereafter (but in no event later
than the date reasonably specified by us) in accordance with our standards and specifications, and (11)
close or sell, within the reasonable time period specified by us, any acquired sites which are not suitable
for conversion

(2)  The price to be paid by you for the Conversion Sites will include that portion of
the direct and indirect costs and liabilities that would be incurred or assumed by us in making the
acquisition and allocated to the Conversion Sites whether paid or owed to the seller of the Conversion
Sites, an Affiliate or third parties and other expenses allocated or otherwise related to the Converston
Sites (including losses, whether from continuing operations or closing acquired units) plus interest at our
cost of money on the balance of such amounts from tume to time

(3)  You will have 30 days after receipt of our offer in which to accept or reject the
offer by written notice to us If accepted, you will have 30 days from the date of acceptance within
which to complete the acquisition

(4)  If you reject or fail to timely accept our offer to sell you the Conversion Sites
within the Development Area or we are unable to extend such offer to you for any of the reasons stated
above, you agree that we can acquire the Conversion Sites and operate (or franchise others to operate)
those sites as Costa Vida Restaurants or other Costa Vida outlets

(5)  Any Conversion Sites for which you execute the Franchise Documents and
develop and open a Costa Vida Restaurant will count towards your Development Schedule

(6)  For purposes of this Section 2(F), all references to us include our Affihates
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3 GRANT OF FRANCHISES

A SITE SELECTION ASSISTANCE

We may furnish you with our standard site selection criteria and assistance for Costa Vida
Restaurants as we may periodically establish We may also provide such on-site evaluation of sites as
we deem necessary or appropriate If we deem 1t necessary to provide an on-site evaluation of the
proposed site, you must coordinate and arrange for the visit by our representative or agent, and you may
be required to pay our related travel expenses

B SiTE EVALUATION AND APPROVAL

We will approve sites for the cumulative number of Costa Vida Restaurants set forth
Exhibit A located within the Development Area in accordance with the following provisions

)] You must complete and submut to us, in accordance with procedures we periodically
establish our then current site proposal application(the “Site Proposal Package™), containing
demographic information, traffic patterns, access, wvisibility, location of other retail food
establishments (including other Costa Vida Restaurants) and size, condition, configuration,
appearance and other physical charactenstics of the site and all other information that we
reasonably require for each site for a Costa Vida Restaurant that you propose to develop and
operate and that you in good faith believe to conform to our then-current standard selection
cnteria for Costa Vida Restaurants,

) We will approve or reject each site for which you submut to us a complete Site Proposal
Package 1n accordance with Section 3B (1) and, if we approve the site, we will do so by
delivering our standard Site Approval Letter Our Site Approval Letter, duly signed by us, 1s the
exclusive means by which we approve a proposed site, and no other direct or mndirect
representation, approval or acceptance, whether 1n writing or verbally, by any of our officers,
employees or agents, shall be effective or bind us  'We will use all reasonable efforts to make a
site approval decision and, if the site 1s approved, deliver a Site Approval Letter to you within
30 days after we receive the complete Site Proposal Package and any other matenals we have
requested In deciding whether to approve or reject a site you propose, we may consider these
factors as we, 1n our sole discretion, deem appropnate, including the general location and
neighborhood, demographic information, traffic patterns, access, visibility, location of other
retail food establishments (including other Costa Vida Restaurants) and size, condition,
configuration, appearance and other physical charactenistics of the site Neither our approval of
a proposed site, nor any information commumcated to you regarding our standard site selection
critenia or the proposed site, nor any information communicated to you regarding our standard
site selection criterta or the proposed site, constitutes a warranty or representation of any kind,
express or implied, as to the suitability of the proposed site merely signifies that we are willing
to grant a franchise for a Costa Vida Restaurant at that location in accordance with the terms of
this Agreement Your decision to develop and operate a Costa Vida Restaurant at any site 1s
based solely on your own independent investigation of the suitability of the site for a Costa Vida
Restaurant In consideration of our approval of a proposed site, you and your Owners agree to
release us, and our Affilates, shareholders, members, officers, directors, employees, agents,
successors and assigns from any and all loss, damages and habihity arising from or in connection
with the selection and/or approval of this site for the development of a Costa Vida Restaurant

3) If you, one of your Owners, or one of your Affiliates at any time owns the Premuses,
you must immediately notify us and we may require that you or this Owner or Affihate (1) enter
mnto an agreement with us 1n recordable form granting us the right and option, 1n the event of a
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termination (for whatsoever reason) of the Franchise Agreement, to lease the Premises at fair
market rental rates for a term coterminus with the term of the Franchise Agreement for these
Premuses, or (2) enter into a prime lease with us at fair market rental rates for a term coterminus
with the term of the Franchise Agreement for these Premuses and a sublease with us on the same
terms as the prime lease The prime lease and sublease referenced in the preceding sentence
shall be on the then current lease and the sublease forms used by us

If the lease for your Restaurant expires or is terminated before the end of the term, you
may move your Restaurant to another location chosen 1n accordance with our site evaluation and
approval process found in Section 3B The new location (1) must be 1n the onginal Restaurant’s
Protected Area, as determined by us, and (2) may 1n no case infringe upon a franchise agreement
or other agreement applicable to another Restaurant

)] You must provide any other information or materials as we may require, such as a letter
of intent or other document which confirms your favorable prospects for obtaining the proposed
site

If you have not obtained legal possession of the Prermses within 120 days of the date of Site
Approval Letter, we have the nght to retract this approval

C FINANCIAL QUALIFICATIONS

In conjunction with our decision whether to accept or reject a proposed site, we may require that
you and your Principal Owners furnish us financial statements (historical and pro forma), statements of
the sources and uses of capital funds, budgets and other information regarding yourself, your Principal
Owners and each legal entity, if any, involved in the development, ownership and operation of any
Costa Vida Restaurant you propose, as well as any then existing Costa Vida Restaurants you or your
Affihates own, All information shall be venfied by you and your Principal Owners as being complete
and accurate 1n all respects, shall be submitted to us in accordance with our requirements and will be
relied on by us in determining whether to grant a franchise for the proposed Costa Vida Restaurant We
may refuse to grant you a franchise for a Costa Vida Restaurant if you fail to demonstrate sufficient
financial and management capabilities to properly develop and operate the proposed Costa Vida
Restaurant and the then-existing Costa Vida Restaurants you and your Affiliates own We will evaluate
these financial and management capabilities 1n accordance with the then-current standards we use to
establish Costa Vida Restaurants in other comparable market areas

D GRANT OF FRANCHISE

If we accept a proposed site pursuant to Section 3B, and you demonstrate the requisite financial
and management capabilities (1f requested by us) pursuant to Section 3C, then we agree to offer you the
rights to a franchise to operate a Costa Vida Restaurant at the proposed site by delivering to you our
then-current form of standard franchise agreement, together with all standard ancillary documents
(including exhibits, addendum, niders, collateral assignments of leases, Principal Owner guarantees and
other related documents) that we then customanly use in granting franchises for the operation of Costa
Vida Restaurants in the state in which the Costa Vida Restaurant 1s to be located (the “Franchise
Agreement”), as follows

$)) The Franchise Agreement must be signed by you and your Owners and returned to us
not earlier than seven calendar days and not later than 15 business days after we deliver 1t to
you If we do not receive the fully signed Franchise Agreement and payment of the imtial
franchise fee as required hereunder, we may revoke our offer to grant you a franchise to operate
a Costa Vida Restaurant at the proposed site and may revoke our acceptance of the proposed

9 20432014 Costa Vida Arca Development Agreement
1073873-11152636 1



site  Concurrently with your signing and delivery to us of each Franchise Agreement, you and
your Owners and Affiliates must, except if limited or prohibited by applicable law, sign and
deliver to us a general release 1n form and substance satisfactory to us, of any and all claums
aganst us, our Affiliates and shareholders, members, officers, directors, employees, agents,
successors and assigns, and

) The mtial franchise fee payable for each Costa Vida Restaurant required to be
developed by Area Developer pursuant to tlus Agreement shall be Thirty Thousand Dollars
($30,000), payable at least 30 days before the scheduled opening of your Restaurant, and the
royalty fees shall not exceed the percentage set forth 1n our standard form Franchise Agreement
being offered as of the date of thus Agreement Fifteen Thousand Dollars ($15,000) of the
Development Fee paid in accordance with Section 2A will be applied against the imtial
franchise fee payable under each Franchise Agreement entered into pursuant to the terms of this
Agreement You acknowledge and agree that no portion of the Development Fee shall be
refunded for any Costa Vida Restaurant that you have failed to develop 1n accordance with the
terms of this Agreement

E RESTRICTIONS ON DEBT

In connection with the development of the Development Area, including payment to us of the
Development Fee set forth in Exhibit A, the payment of franchise fees and the costs and expenses to be
incurred pursuant to Franchise Agreements, you and each Owner represent, warrant, covenant and agree
that neither you nor any Owner borrowed any funds or otherwise incurred any debt to obtain any funds
for the payment of any fees, costs, and expenses, except as specifically permtted 1n this Section 3E
You and each Owner shall not, without our prior wntten consent, which we may grant or deny mn our
sole discretion, directly or indirectly borrow any money or incur any debt or liability (other than lease
obligations for the Costa Vida Restaurant’s land and building and trade payables 1n the ordinary course
of business) to develop the Development Area or to establish, operate and maintain the Costa Vida
Restaurants, which may be established 1n the Development Area pursuant to this Agreement, except that
you shall be allowed to borrow, 1n connection with each Costa Vida Restaurant an amount not to exceed
seventy five percent of the cost of the leasehold improvements, furniture, fixtures, kitchen equipment,
and signs required for the opeming of each Costa Vida Restaurant, provided however, that this borrowing
shall have a repayment term of no more than ten years from the date of the opening of the Costa Vida
Restaurant  For purposes of this Section 3E, any equity or other interests that we deem to be
substantially simular to debt or borrowed funds (e g equity interests with preferences, dividends, etc)
shall be deemed debt or borrowed funds You shall not extend, renew, refinance, modify, or amend any
debt or liability permitted by this Section 3E without our prior written consent, which consent we may
grant or deny 1n our sole discretion

F ANNUAL REPORTS

You must furnish us (1) within 90 days after the end of each calendar year, (1) a consolidated
year-end balance sheet and income statement and statement of cash flow for you and all of your
Affiliates that develop, own or operate Costa Vida restaurants, all prepared 1in accordance with generally
accepted accounting principles, consistently applied, reflecting all year-end adjustments and accrual, (1)
simular information from all Principal Owners who have signed guarantees of this Agreement, and (1)
such summanes of financial information as we may require, and (2) withun 30 days of our request, such
other information as we may pernodically require, including sales mix data, food and labor cost reports,
sales and income tax statements and a consohdated Business Plan for all Costa Vida Restaurants that
you and your Affiliates own or operate All reports shall use our then-current standard chart of
accounts You must sign a verification that the information n each such report and financial statement
1s complete and accurate We reserve the night to require that your financial statements be audited, at
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your expense, by an independent certified public accountant approved by us We reserve the nght to
publish or disclose information that we obtain under this Section 1n any data compilations, collections,
or aggregations that we deem appropnate, 1n our sole discretion, including financial information relating
to your individual Restaurant

Additionally, you must complete and submut to us a franchise financial qualification summary 1n
the form designated by us, as 1t may periodically change, with your submission

4 YOUR ORGANIZATION AND MANAGEMENT

A ORGANIZATIONAL DOCUMENTS

If you are, or at any time become, a business corporation, partnership, limited liability company
or other legal entity, you and each of your Principal Owners represent, warrant, and agree that (1) you
are duly orgamzed and vahdly existing under the laws of the state of your orgamzation, and, 1f a foreign
business corporation, partnership, limited liability company or other legal entity, you are duly qualified
to transact business in the state(s) in which the Development Area 1s located, (2) you have the authority
to sign and dehver tlus Agreement and to perform your obligations hereunder, (3) true and complete
copies of the articles or certificate of incorporation, articles of orgamization, operating agreement or
principles, partnership agreement, bylaws, subscription agreements, buy-sell agreements, voting trust
agreements and all other documents relating to your ownership, organization, capitalization, management
and control (“Organizational Documents™) shall be promptly delivered to us for our approval, which
approval shall not be unreasonably withheld, (4) any and all amendments, deletions and additions to
your Orgamizational Documents shall be promptly delivered to us for our approval, which approval shall
not be unreasonably withheld, (5) your activities are restricted to those necessary solely for the
development, ownership and operation of Costa Vida Restaurants mn accordance with this Agreement
and 1n accordance with any other agreements entered into with us or any of our Affiliates, (6) the
articles or certificate of incorporation, articles of orgamzation, operating agreement or principles,
partnership agreement or other organizational documents recite that the 1ssuance, transfer or pledge of
any direct or indirect legal or beneficial ownership interest 1s restricted by the terms of this Agreement,
(7) all certificates representing direct or indirect legal or beneficial ownership interests now or hereafter
1ssued must bear a legend in conformuty with applicable law reciting or referring to these restrictions,
and (8) you will dehver to us a Secretary/Clerk’s Certificate or other evidence satisfactory to us, that the
signing, delivery and performance of this Agreement, each Franchise Agreement, and all other
agreements and ancillary documents contemplated hereby or thereby have been duly authorized by all
necessary action by your corporation, partnership, limited habihity company or other legal entity, as
applicable

B DISCLOSURE OF OWNERSHIP

You and each of your Principal Owners represent, warrant and agree that Exhibit B 1s current,
complete and accurate You agree that the updated Exhibit B will be furmshed promptly to us, so that
Exhibit B (as so revised and signed by you) 1s at all times current, complete and accurate Each person
who 1s or becomes a Principal Owner must sign an agreement in the form we may choose to prescribe,
undertaking to be jomntly and severally by the terms of this Agreement, the current form of which 1s
attached as Exlibit C Each person who 1s or becomes an Owner, but not a Principal Owner, must sign
an agreement n the form we prescribe, undertaking to be bound by the confidentiality and non-
competition covenants contained 1n this Agreement, the current form of which 1s attached as Exhibit D
Each Owner must be an mdividual acting in histher individual capacity, unless we waive this
requirement
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C OPERATING PARTNER/MANAGEMENT OF BUSINESS

If you are, or at any time become, a business corporation, partnership, limuted hability company
or other legal entity, you must designate in Exhibit B as the “Operating Partner” an individual approved
by us who must (1) in our discretion, own and control, or have the right to own and control (subject to
terms and conditions reasonably acceptable to us), not less than a ten percent interest 1n your equity, (2)
have the authority to bind you regarding all operational decisions with respect to your Costa Vida
Restaurants, and (3) have completed our traimng to our satisfaction

You (or your Operating Partner) (1) shall exert your full-ttme and best efforts to the
development and operation of all Cost Vida Restaurants you own, and (2) may not engage in any other
business activity, directly or indirectly, that requires substantial management responsibility or time
commitments or otherwise may conflict with your obligations hereunder You must provide us with a
copy of any proposed arrangement, agreement or contract, and all amendments, with your Operating
Partner for our prior review and approval, and upon approval thereof, signed copies thereof The
agreement should include a provision that 1f the Operating Partner 1s termunated, for whatever reason,
he/she shall not for a penod of two years after this termunation, recrmit or hire any person who 1s an
employee of yours, ours, or any Costa Vida Restaurant operated by us, our Affiliates, or any franchisee
of ours without obtaining the employer’s consent, which consent may be withheld for any reason We
shall have no responsibility, liability or obligation to any party to any such arrangement, agreement or
contract, or any amendments, on account of our approval thereof or otherwise, and you must indemnify
and hold us harmless with respect thereto Each of your Restaurants at all times must be managed by
you (or your Operating Partner) or by an on-site general or assistant manager, kitchen manager, or a
shift supervisor who has completed our traming programs to our satisfaction If the relationship with
your Operating Partner terminates, you must hire a successor Operating Partner within one calendar year
from the termination date of the former Operating Partner Failure to notify us of your Operating
Partner’s termination or failure to hire or select a successor Operating Partner who satisfies the
requirements provided for 1n this Section will be considered as a breach of this Agreement

Before opening your first Restaurant, you (or your Operating Partner) and any other personnel
who are intended to have, or who actually have, responsibilities for more than one Costa Vida
Restaurant must complete the appropriate training program to our satisfaction Thereafter, subsequently
hired personnel must complete the appropriate traimng program to our satisfaction before assuming their
position

D KICKOFF MEETINGS

We periodically hold an “Owner’s Kickoff Meeting” and a “Marketing Kickoff Meeting” The
“Owner’s Kickoff Meeting” 1s to acquaint you and your Operating Partner with Costa Vida’s System
Standards You and your Operating Partner are required to attend an “Owner’s Kickoff Meeting” as
soon as possible after entering into this Agreement Your Marketing Director, Operating Partner, or
other designated member of your orgamzation must also attend at least one “Marketing Kickoff
Meeting ° They should attend the next “Marketing Kickoff Meeting” after you enter nto this
Agreement or the next meeting after joining the orgamzation
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5 RELATIONSHIP OF THE PARTIES

A INDEPENDENT CONTRACTORS

Neither this Agreement nor the dealings of the parties pursuant to this Agreement shall create
any fiduciary relationship or any other relationshup of trust or confidence between the parties
Franchisor and Area Developer, as between themselves, are and shall be independent contractors

You understand and agree that we may operate and change the System and our business in any
manner that 1s not expressly and specifically prolibited by this Agreement Whenever we have
expressly reserved in this Agreement or are deemed to have a right and/or discretion to take or withhold
an action, or to grant or decline to grant you a right take or withhold an action, except as otherwise
expressly and specifically provided 1n this Agreement, we may make our decision or exercise our right
and/or discretion on the basis of our judgment of what 1s 1n our best interests, including our judgment of
what 1s 1n the best interest of our franchise network, at the time our decision i1s made or our right or
discretion 1s exercised, without regard to whether (1) other reasonable alternative decisions or actions
could have been made by us, (2) our decision or the action we take promotes our financial or other
individual 1nterest, (3) our decision or the action we take applies differently to you and one or more
other franchisees or our company-owned or company-affiliated operations, or (4) our decision or the
exercise of our right or discretion is adverse to your interests In the absence of an applicable statute,
we will have no hability to you for any such decision or action We and you intend that the exercise of
our rnight or discretion will not be subject to mitation or review If applicable law implies a covenant
of good faith and fair dealing in this Agreement, we and you agree that this covenant shall not imply
any rights or obligations that are inconsistent with a fair construction of the terms of this Agreement and
that this Agreement grants us the right to make decisions, take actions and/or refrain from taking actions
not inconsistent with your rights and obligattons hereunder

Nothing contained n this Agreement, or arising from the conduct of the parties hereunder, 1s
intended to make either party a general or special agent, joint venturer, partner or employee of the other
for any purpose whatsoever You must conspicuously identify yourself 1n all dealings with customers,
lessors, contractors, suppliers, public officials, employees, and others as the owner of development rights
granted hereunder and must place these other notices of independent ownership on such forms, business
cards, stationery, advertising, and other materials as we may periodically require

You may not make any express or implied agreements, warranties, guarantees or representations
or mcur any debt in our name or on our behalf or represent that the relationship of the parties 1s
anything other than that of independent contractors We will not be obligated by or have any liability
under any agreements made by you with any third party or for any representations made by you to any
third party We will not be obligated for any damages to any person or property ansing directly or
ndirectly out of the operation of your business hereunder

B INDEMNIFICATION

You must indemmfy us, our Affihates and our respective directors, officers, employees,
shareholders, members, agents, successors and assigns (collectively “Indemnitees”), and to hold the
Indemnitees harmless to the fullest extent permutted by law, from any and all losses and expenses (as
defined below) mcurred 1n connection with any litigation or other form of adjudicatory procedure, claim,
demand, investigation, or formal or informal mquiry (regardless of whether 1t 1s reduced to judgment) or
any settlement which arises directly or indirectly from, or as a result of, a claim of a thurd party against
any one or more of the Indemmitees in connection with the development, ownership, operation or closing
of any of your Costa Vida Restaurants (collectively “Event”), and regardless of whether 1t resulted from
any strict or vicarious lhability imposed by law on the Indemmitees, provided, however, that this
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indemnity will not apply to any hability ansing from a breach of thus Agreement by the Indemmitees or
the gross negligence or willful acts of Indemnitees The term “losses and expenses” includes
compensatory, exemplary, and pumtive damages, fines and penalties, attorney’s fees, experts’ fees, court
costs, costs associated with mvestigating and defending against claims, settlement amounts, judgments,
compensation for damages to our reputation and goodwill, and all other costs associated with any of the
foregoing losses and expenses We agree to give you reasonable notice of any Event of which we
become aware for which indemmification may be required and we may elect (but are not obligated) to
direct the defense thereof, provided that the selection of counsel shall be subject to your consent, which
consent shall not be unreasonably withheld or delayed We may, in our reasonable discretion, take such
actions as we deem necessary and appropriate to investigate, defend, or settle any Event or take other
remedial or corrective actions as may be necessary for the protection of Indemmitees or Costa Vida
Restaurants generally, provided however, that any settlement shall be subject to your consent, which
consent shall not be unreasonably withheld or delayed Further, notwithstanding the foregoing, 1f the
msurer on a policy or policies obtained in compliance with your Franchise Agreement agrees to
undertake the defense of an Event (an “Insured Event”), we agree not to exercise our right to select
counsel to defend Event 1f this would cause your msurer to deny coverage We reserve the right to
retain counsel to represent us with respect to an Insured Event at our sole cost and expense This
Section 5B shall continue 1n full force and effect subsequent to and notwithstanding the expiration or
termunation of this Agreement

C OWNERSHIP OF THE MARKS

Your right to use the Marks anses solely from, and 1s limited to, Franchise Agreements entered
mnto between you and us  Your right 1s limited to conducting business pursuant to and in comphance
with Franchise Agreements entered into between you and us Your unauthonzed use of any of the
Marks constitutes a breach of these Agreements and this Agreement and an infringement of our rights to
the Marks Neither this Agreement nor any of the Franchise Agreements entered into between you and
us, confer on you any goodwill or other interests in the Marks Your use of the Marks and any goodwill
established thereby 1nures to our exclusive benefit All provisions of the Franchise Agreements
applicable to the Marks apply to any additional or substitute Marks we authorize you to use You may
not use any Mark (or any abbreviation, modification or colorable imutation) as a part of any corporate or
legal business name or 1n any other manner including any Internet related use such as an electronic
media 1dentifier, for websites, web pages or domain names not expressly authorized by us in writing
You may not at any time during or after the Term, contest, or assist any other person or entity n
contesting, the validity or ownership of any of the Marks

6 RESTRICTIVE COVENANTS

A CONFIDENTIAL INFORMATION

You acknowledge that we possess proprietary knowledge consisting of the ingredients and
methods of preparation of food products sold at and operating procedures of Costa Vida Restaurants,
and other Confidential Information We may disclose Confidential Information to you, your Owners, or
your personnel in the training program, Operating Manual and/or in guidance furmished to you during
the term of the Agreement

We will disclose parts of our Confidential Information to you solely for your use in connection
with this Agreement The Confidential Information 1s proprietary and includes our trade secrets
During the Term and thereafter (1) you and your Owners may not use the Confidential Information 1n
any other business or capacity (you and your Owner’s acknowledge this use 1s an unfair method of
competition), (2) you and your Owners must mamntain the confidentiality of the Confidential
Information, (3) you and your Owners may not make unauthonzed copies of any portion of the
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Confidential Information disclosed in written, electronic, or other form, (4) you and your Owners must
mmplement all reasonable procedures we periodically prescribe to prevent unauthonzed use or disclosure
of the Confidential Information, including the use of nondisclosure agreements with your Owners,
officers, directors, Operating Partners, general managers, assistant managers, prep cooks, and the like,
and you and your Owners must deliver these agreements to uvs, (5) you and your Owners must not
disclose during or after the Term of the Franchise Agreement any of the Confidential Information, (6)
you, your Owners, general managers, prep cooks, assistant managers, team tramers, shift supervisors,
and all other personnel who prepare the food will be required to sign a standard confidentiality
agreement for any trade secrets and Confidential Information herein descnibed and to conform with the
covenants not to compete, and (7) you and/or your Owners must immediately notify us if there 1s an
improper disclosure and 1f 1t 1s determined that there was negligence n protecting the behavior, you can
be sued for damages

At the end of the Term, you and your Owners must deliver to us all Confidential Information 1n
your possession or control Your restrictions on disclosure and use of Confidential Information do not
apply to information or techniques which are or become generally known 1n the restaurant industry
(other than through your own disclosure), provided you obtain our prior written consent to this
disclosure or use If any of the Confidential Information which has been disclosed to you pursuant to
this Agreement becomes generally known 1 the food service industry other than through your default in
the obligations under this Agreement, and you desire to be released from the secrecy obligations under
this Section 1n respect to this information, we will not unreasonably withhold our consent to this release

B IN-TERM COVENANTS

During the Term, neither you nor any of your Owners may, without our prior consent (which
consent may be withheld at our discretion)

(1 directly or indrrectly (such as through a member of his/her or therr Immediate Families)
own any legal or beneficial interest 1n, or render services or give advice to (1) any Competitive
Business located anywhere, or (11) any entity located anywhere which grants franchises, licenses
or other interests to others to operate any Competitive Business, or

) divert or attempt to divert any business or customer of Costa Vida Restaurants to any
competitor or do anything injurious or prejudicial to the goodwill associated with the Marks or
the System

C INFORMATION EXCHANGE

All recipes, processes, 1deas, concepts, methods, technques, or materials used or useful to a
restaurant, grocery store, or other busimess offering food products, whether or not constituting
protectable intellectual property, that you create, or that are created on your behalf, 1n connection with
the development or operation of your Restaurants must be promptly disclosed to us If we adopt any of
them as part of the System Standards, they will be deemed to be our sole and exclusive property and
deemed to be works made-for-hire for us  You must sign whatever assignment or other documents we
request to evidence our ownership or to assist us 1n securing intellectual property rights 1n these recipes,
processes, 1deas, concepts, methods, techniques, or materials

7 FRANCHISOR’S RIGHTS TO TRANSFER

A FRANCHISOR’S RIGHTS
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This Agreement 1s fully transferable by us and will imnure to the benefit of any transferee or
other legal successor to our interest in this Agreement

8 AREA DEVELOPER’S RIGHTS TO TRANSFER

A FRANCHISOR’S APPROVAL

Your nights and duties under this Agreement are personal to you or, if you are a business
corporation, partnership, Iumted lhability company or other legal entity, your Owners Accordingly,
neither you nor any of your Owners may transfer the Franchise without our approval and without
complying with all of the provisions of Section 8 Any transfer without this approval or comphance
constitutes a breach of this Agreement and 1s void and of no force or effect You may not under any
circumstance directly or indirectly subfranchise or sublicense any of your rights hereunder

B CONDITIONS FOR APPROVAL

If we have not exercised our nght of first refusal under Section 8F, we will not unreasonably
withhold our approval of a Transfer of the Development Rights that meets all of the reasonable
restrictions, requirements and conditions we 1mpose on the transfer, the transferor(s) and/or the
transferee(s), including the following

4))] you are operating your opened Restaurants in accordance with this Agreement, the
Franchise Agreements, and all other associated agreements,

)] you and your Owners and Affiliates must be in compliance with the provisions of this
Agreement, all Franchise Agreements signed pursuant hereto and all other agreements with us or
any of our Affiliates,

3) the proposed transferee, or its owners (if the proposed transferee i1s a corporation,
partnership, limuted hability company or other legal entity), must provide us on at timely basis
all information we request, must be individuals acting in their individual capacities who are of
good character and reputation, who must have sufficient business experience, aptitude and
financial resources to develop, open and operate Costa Vida Restaurants within the Development
Area pursuant to this Agreement, and who must otherwise meet our approval,

4) the proposed transferee may not be an entity, or be affiliated with an entity, that 1s
required to comply with reporting and information requirements of the Securities Exchange Act
of 1934, as amended,

&) the transferee (and its owners) must agree to be bound by all of the provisions of this
Agreement for the remainder of its Term,

6) at our discretion, we may require that the transferee must acquire, n a concurrent
transaction, all of your rights, and the nights of your Owners and Affiliates, under all agreements
between you or your Affiliates and us or our Affilates, including all Franchise Agreements for
Costa Vida Restaurants signed by you or your Owners or Affiliates pursuant to this Agreement
or pursuant to any other development or similar agreement with us,

@) you or the transferee must pay us a transfer fee equal to Ten Thousand Dollars
(3$10,000), plus Ten Thousand Dollars ($10,000) for each Costa Vida Restaurant for which a
Franchise Agreement has been signed pursuant hereto (as required under the terms of these
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Franchise Agreements), plus any transfer fee required by any other agreement between you or
your Affiliates and us or our Affiliates,

) you and your Owners and Affiliates must, unless hmted or prohibited by applicable
law, sign a general release, in form and substance satisfactory to us, of any and all claims
agamnst us, our Affiliates, shareholders, members, officers, directors, employees, agents,
successors and assigns,

) we must not have disapproved the material terms and conditions of this transfer
(including the price and terms of payment and the amount to be financed by the transferee 1n
connection with this transfer, which shall not in any event exceed seventy-five percent of the
purchase price for the assets or stock to be transferred) on the basis that they are so burdensome
as to be likely, in our reasonable judgment, to adversely affect the transferee’s operation of
Costa Vida Restaurants or 1ts compliance with 1its franchise agreements, any area development
agreements and any other agreements being transferred,

(10) if you (or any of your Owners or Affiliates) finance any part of the sale price of the
transferred interest, you and/or your Owners or Affihates must agree that all obligations of the
transferee, and security interests reserved by any of them in the assets transferred, will be
subordinate to the transferee’s obligations to pay all amounts due us and our Affiliates and to
otherwise comply with this Agreement, any franchise agreement being transferred or any
franchise agreement signed by the transferee,

(11)  you and your Owners must sign a non-competition covenant, in form and substance
satisfactory to us, 1n favor of us and the transferee agreeing that, for a period of two years,
starting on the effective date of the transfer, you and your Owners will not directly or indirectly
(such as through members of lus/her or their Immediate Farmlies) (1) own any legal or
beneficial interest 1n, or render services or give advice to (1) any Competitive Business that 1s
operating within the Development Area, (2) any Competitive Business that is located within five
mile radius of any other Costa Vida Restaurant m operation or under construction as of the
effective date of this transfer, or (3) any entity which grants franchises, licenses or other
interests to others to operate any Competitive Business, and (11) recruit or hire any person who
1s an employee of ours or of any Costa Vida Restaurant operated by us, our Affihates or any
franchusee of ours without obtaining the employer’s consent, which consent may be withheld for
any reason,

(12)  you and your Owners and Affiliates must sign these other documents and do these other
things as we may reasonably require to protect our rights under this Agreement, any Franchise
Agreements and any other agreements being transferred

C EFFECT OF APPROVAL

Our approval of a Transfer of the Development Rights does not constitute (1) a representation
as to the fairness of the terms of any agreement or arrangement between you or your Owners and the
transferee or as to the prospects of success by the transferee, or (2) a release of you and your Owners, a
warver of any claims against you or your Owners or a waiver of our right to demand the transferee’s
compliance with this agreement Any approval shall apply only to the specific Transfer of the
Development Rights being proposed and shall not constitute an approval of, or have any bearing on, any
other proposed Transfer of the Development Rights
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D SPECIAL TRANSFERS

Section 8B (7) shall not apply to any Transfer of the Development Rights among any of your
then-current Owners or to any Transfer of the Development Rights to any member of your Immediate
Family or the Immediate Famuly of a then-current Owner of Area Developer (if you are a corporation,
partnership, limited hability company or other legal entity) On 30 days’ notice to us, you (if you are an
individual or partnership) may transfer this Agreement, in conjunction with a transfer of all of the
Franchise Agreements signed pursuant hereto and all of the assets of the Costa Vida Restaurants
operated pursuant thereto, by an agreement in form and substance approved by us, to an entity which
conducts no business other than the development and operation of Costa Vida Restaurants and of which
you own and control all of the equity and voting power None of the foregoing assignments shall
relieve you or your Principal Owners of your obligations hereunder, and you and your Principal Owners
shall remain jointly and severally Liable for all obligations hereunder

E DEATH OR DISABILITY OF AREA DEVELOPER

Upon your death or permanent disability, or the death or permanent disability of the Operating
Partner or an Owner of a controlling interest in Area Developer, the executor, administrator or other
personal representative of this person shall transfer his/her interest 1n this Agreement or his/her interest
in Area Developer to a third party approved by us 1n accordance with all of the applicable provisions of
Section 8 within a reasonable period of time, not to exceed nine months from the date of death or
permanent disability

F FRANCHISOR’S RIGHT OF FIRST REFUSAL

If you or any of your Owners desire to Transfer the Development Rights for legal consideration,
you or this Owner must obtain a bona fide, signed wrnitten offer from a responsible and fully dislodged
purchaser and must deliver immediately to us a complete and accurate copy of this offer If the offeror
proposes to buy any other property or rights from you or any of your Owners or Affiliates (other than
rights under area development agreements or to other franchise agreements for Costa Vida Restaurants)
as part of the bona fide offer, the proposal for this property or rights must be set forth in a separate,
contemporaneous offer that 1s fully disclosed to us, and the price and terms of purchase offered to you
or your Owners for the Transfer of the Development Rights must reflect the bona fide price offered
therefore and may not reflect any value for any other property or rights

We have the option, exercisable by notice dehivered to you or your Owners within 30 days from
the date of delivery of a complete and accurate copy of this offer to us, to purchase this interest for the
price and on the terms and conditions contained in this offer, provided that (1) we may substitute cash
for any form of payment proposed 1n this offer, (2) our credit shall be deemed equal to the credit of any
proposed purchaser, and (3) we will have not less than 90 days from the option exercise date to
consummate the transaction We have the right to investigate and analyze the business, assets and
liabilities and all other matters we deem necessary or desirable to make an informed tnvestment decision
with respect to the fairness of the terms of our right of first refusal We may conduct an investigation
and analysis 1n any manner we deem reasonably appropriate and you and your Owners must cooperate
fully with us in connection therewith

If we exercise our option to purchase, we are entitled to purchase an interest subject to all
representations and warranties, closing documents, releases, non-competition covenants and indemnities
as we reasonably may require, provided if we exercise our option as a result of a written offer reflected
in a fully negotiated definitive agreement with the proposed purchaser, we wiil not be entitled to any
additional representations, warranties, closing documents or indemnities that will have a matenally
adverse effect on your nghts and obligations under the defimite agreement If we do not exercise our
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option to purchase, you or your Owners may complete the sale to this offeror pursuant to and on the
exact terms of this offer, subject to our approval of the transfer as provided in Section 8B and 8C,
provided that 1f the sale to this offeror 1s not completed within 90 days after delivery of this offer to us,
or 1f there 1s a material change n the terms of the offer, you must promptly notify us and we will have
an additional option to purchase (on the terms of the revised offer, if any, and otherwise as set forth
herein) during the thirty-day period following your notification of the expiration of the ninety-day period
or the material change to the terms of the offer

G SECURITIES OFFERINGS

If we choose to 1ssue a public offering neither you nor any of your Owners may 1ssue or sell, or
offer to 1ssue or sell, any of your Costa Vida securities or any Costa Vida securities of any of your
Affihates, regardless of whether a sale or offer would be required to be registered pursuant to the
provisions of the Securities Act of 1933, as amended, or the secunties laws of any other jurisdiction,
without obtaining our prior consent and complying with all of our requirements and restrictions
concerning use of information about us and our affiliates Neither you nor any of your Owners may
1ssue or sell your securities or the secunities of any of your Affiliates if (1) these securities would be
required to be registered pursuant to the Securities Act of 1933, as amended, or these securities would
be owned by more than thirty-five persons, or (2) after this 1ssuance or sale, you or this Affiliate would
be required to comply with the reporting and information requirements of the Securities Exchange Act
of 1934, as amended

Any proposed private placement of your or your Affiliate’s secunities must be approved by us,
provided however, that we shall not be responsible for its contents and you shall indemnify and hold us
harmless from any and all claims associated with such private placement The offering memorandum or
information used 1n connection with the private placement will clearly 1dentify that it 1s not an offering
by us and that we have not participated 1n its preparation and have not supplied any financial
information, projections, budgets, cost estimates, or similar information contained theren, all of which
shall be your sole responsibility Each reciptent of information relating to the private placement must
maintain 1t 1n confidence, and you shall be responsible for any disclosure

9 TERMINATION OF AGREEMENT

A IMMEDIATE TERMINATION

You are in material breach and deemed to be in default of this Agreement, and thus Agreement
will automatically terminate without notice, at our discretion, 1f any of the following events occur

0)) you become msolvent by reason of your iability to pay your debts as they mature,

2) you become solvent by reason of your Restaurant’s assets are less than the value of
your habilities,

3 you are adjudicated bankrupt or nsolvent,

4 you file a petition in bankruptcy, reorganization or sumlar proceeding under the
bankruptcy laws of the United States or have such a petition filed against you which 1s not
discharged within 30 days,

®) a recewver or other custodian, permanent or temporary, is appointed for your business,
assets or property,
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6) you request the appointment of a receiver or make a general assignment for the benefit
of creditors,

@) final judgment against you 1n the amount of Twenty-Five Thousand Dollars ($25,000) or
more remains unsatisfied of record for 30 days or longer,

(8) your bank accounts, property or accounts receivable are attached,
© execution 1s levied against your business or property,

(10) st 1s filed to foreclose any lien or mortgage agamnst any of your assets and this suit 1s
not dismissed within 30 days,

(11) 1f you voluntanly dissolve or liqmdate or have a petition filed for corporate or
partnership dissolution and this petition 1s not dismissed within 30 days,

(12)  you are otherwise n violation of any of the Anti-Terrorism Laws

You expressly waive all nghts under the provisions of the bankruptcy or other applicable laws
and rules, and consent to the immediate termination of this Agreement as provided herein  You agree
not to seek an order from any court, tribunal, or agency n any jurisdiction relating to bankruptcy,
insolvency, reorganization or any simular proceedings that would have the effect of staying or enjoining
this provision

B TFERMPATION-OE-NOTICE OF TERMINATION

In addition to our nght to terminate pursuant to other provisions of this Agreement and under
applicable law, we have the right to termunate this Agreement, effective upon delivery of notice of
termination to you, if you or any of your Principal Owners or Affiliates

0)) fail to meet the Development Schedule,

2) make an unauthorized Transfer of the Development Rights or fail to Transfer the
Development Rights or the interest of a deceased or disabled Owner as required hereby,

3) make any material misstatement or omission in the Personal Profile, the ADA
Application or 1n any other information, report or summary provided to us at any time,

4) are convicted of, or plead no contest to, a felony or other crime or offense that we
reasonably believe may adversely affect the System Standards or the goodwill associated with
the Marks,

%) make any unauthorized use or disclosure of any Confidential Information,

(6) fail or refuse to comply with any other provision of this Agreement and do not correct
this failure within 30 days after notice of this failure to comply 1s delivered to you,

) are mn breach of any Franchise Agreement such that we have the right to termunate the
Franchise Agreement, whether or not we elect to exercise our night to terminate the Franchise
Agreement,
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®) are 1n breach of any other agreement between you or any of your affiliates and us or any
of our Affiliates such that we have a right to termunate any such agreement, whether or not we
elect to exercise our nght to termunate this agreement,

&) if we determune that any applicable federal or state statute, regulation, rule or law, which
1s enacted, promulgated or amended after the date hereof, may have material adverse effect on
our rights, remedies or discretion 1n franchising Costa Vida Restaurants, or

(10)  you fail to notify us of your Operating Partner’s termunation and/or fail to hire or select
a successor Operating Partner who satisfies the requirements provided for 1n Section 4C will be
considered as a breach of this Agreement

The Development Fee shall be fully earned by us upon sigming of this Agreement for
administrative and other expenses incurred by us and for the development opportunities lost or deferred
as a result of the nghts granted to you heren  We have no obligation whatsoever to refund any portion
of the Development Fee upon any termunation, except that we will refund the unapplied portion of the
Development Fee 1n the event of a termunation pursuant to Section 9B (9)

10 EFFECT OF TERMINATION OR EXPIRATION

A PAYMENT OF AMOUNTS OWED 10 US

Within 30 days after the effective date of termunation or expiration (without renewal) of this
Agreement, you must pay us and our Affihates all royalties, advertising fund contributions, amounts
owed for purchases from us or our Affiliates, interest due on any of the foregoing and all other amounts
owed to us or our Affiliates which are then unpaid

B PosT-TERM COVENANTS

For a period of two years, starting on the effective date of termunation or expiration (without
renewal) of this Agreement, neither you nor any of your Owners directly or mdirectly (such as through
lus/her or thewr Immediate Families) own a legal or beneficial interest in, or render services or give
advice to (1) any Competitive Business operating within the Development Area, (2) any Competitive
Business operating within a radius of five miles of any Costa Vida Restaurant in operation or under
construction on the effective date of termination or expiration, (3) any entity which grants franchises or
licenses other interests to others to operate any Competitive Business, or (4) recruit or hire any person
who 1s an employee of ours or of any Costa Vida Restaurant operated by us, our Affiliates or another
franchisee of ours without obtaiming the employer’s consent, which consent may be withheld for any
reason

You and each of your Owners expressly acknowledge the possession of skills and abilities of a
general nature and the opportunity for exploiting these skills 1in other ways, so that enforcement of the
covenants contamed 1n this Section will not deprive any of you of your personal goodwill or ability to
earn a living If you or any of your Owners fail or refuse to abide by any of the foregoing covenants
and we obtain enforcement 1n a judicial proceeding, the obligations under the breached covenant will
continue 1 effect for a period of time ending two years after the date of the order enforcing the
covenant
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C CONTINUING OBLIGATIONS

All obligations under this Agreement which expressly or by their nature survive the expiration
or terminatton of this Agreement shall continue 1n full force and effect until they are satisfied n full or
by their nature expire

D Our OPTION TO PURCHASE YOUR ASSETS

We shall have the night to purchase the assets of your Restaurant, upon termunation or expiration
(without renewal) of this Agreement We shall have the right, exercisable by giving notice thereof
(“Appraisal Notice”) within 10 days after the date of this termuination or exptration, to require that a
determination be made of the “Fair Market Value” (as defined below) of any or all of the assets of your
Restaurants which you own, including inventory of non-perishable products, matenals, supplies,
furniture, equipment, signs, and any and all leasehold improvements, fixtures, building and land, but
excluding any cash and short-term investments and any items not meeting our specifications for Costa
Vida Restaurants (the “Purchased Assets”™) Notwithstanding the foregoing, if you notify us not less
than 180 days nor more than 270 days before expiration, then we agree, 1f we desire to exercise our
right to purchase, to give you the Appraisal Notice at least 120 days before the date of expiration of this
Agreement

Upon delivery of the Appraisal Notice, you may not sell or remove any of the assets of your
Restaurants from the Premises (other than in the ordinary course of business) and must give us, our
designated agents and the “Appraiser” (as defined below) full access to your Restaurants and all of your
books and records at any time during customary business hours to conduct inventories and determine the
purchase price for the Purchased Assets

The Fair Market Value shall be determuned based upon the amount which an arm’s length
purchaser would be willing to pay for the Purchased Assets, assuming that the Purchased Assets would
be used for the operation of a Costa Vida Restaurant under a valid franchise agreement reflecting the
then-current (or if we are not offering franchises at that time, then the most recent) standard terms upon
which we offer or offered franchises for Costa Vida Restaurants Under no circumstances does this
calculation contemplate that any value be attributed to any goodwall associated with the Marks or any
value be attributed to other Intellectual Property or the System Standards, provided, however, that an
amount may, 1f appropnate, be attributed to the going concern value of your Restaurants You and we
hereby agree that the valuation methodology described herein 1s a fair and reasonable method by which
to value the Purchased Assets

Notwithstanding, the mutually agreeable valuation methodology, if you and we are unable to
agree on the final calculation of the Fair Market Value of the Purchased Assets upon applying the
agreed to valuation methodology, within 15 days after the Appraisal Notice, then Fair Market Value will
be determined by a member of a nationally recogmzed accounting firm (other than a firm which
conducts audits of our or your financial statements) mutually selected by you and us who has experience
n the valuation of Restaurant Businesses (the “Appraiser”) If we are unable to agree on the Appraiser
within 30 days after the Appraisal Notice, either party may demand the appointment of an Appraiser be
made by the director of the Regional Office of the American Arbitration Association located nearest to
Salt Lake City, Utah, and this person shall be the Appraiser

The Appraiser will make his or her determination and submut a written report (the “Appraiser
Report™) to you and us as soon as practicable, but in no event more than 60 days after hus or her
appointment Each party may submit in writing to the Appraiser its judgment of Fair Market Value
(together with 1ts reason therefore), however, the Appraiser shall not be limuted to these subnussions and

22 20432014 Costa Vida Arca Development Agreement
1073873-11152636 1



may make such independent investigations as he or she reasonably determunes to be necessary The
Appraiser’s fees and costs shall be borne equally by the Parties

We have the option, exercisable by delivering notice thereof within 30 days after submussion of
the Appraisal Report (or the date that an agreement 1s reached, if the Parties agree to the Fair Market
Value), to agree to purchase the Purchased Assets at Fair Market Value We shall have the unrestricted
right to assign this option to purchase separate and apart from the remainder of this Agreement

If we exercise our option to purchase, the purchase price for the Purchased Assets will be paid
in cash at the closing, which will occur at the place, time and date we designate, but not later than 60
days after the exercise of our option to purchase the Purchased Assets At the closing, we will be
entitled to all representations, warranties, title insurance policies and other closing documents and post-
closing indemmfications as we reasonably require, including (1) 1nstruments transferring good and
marketable title to the Purchased Assets, free and clear of liens, encumbrances, and habilities, to us or
our designee, with all sales and other transfer taxes paid by you, and (2) an assignment of all leases of
assets used in the operation of your Restaurants, including land, building and/or equipment (or if an
assignment 1s prohibited, a sublease to us or our designee for the full remaining term and on the same
terms and conditions as your lease, including renewal and/or purchase options), provided, however, that
if any of your Owners or Affiliates directly or indirectly owns the land, building and/or equipment of
your Restaurants, you will, at our option, cause this Owner or Affilhate to grant to us a lease at
reasonable and customary rental rates and other terms prevailing in the community where your
Restaurants are located Any dispute concerning the rental rates and terms of this lease shall be
resolved by the Appraiser

If you cannot deliver clear title to all of the Purchased Assets, or if there are other unresolved
1ssues, the closing of the sale may, at our option, be accomplished through an escrow on these terms and
conditions as we deem appropnate, including the making of payments, to be deducted from the purchase
price, directly to third parties to obtain clear title to all of the Purchased Assets Further, you and we
shall comply with any apphicable bulk sales provisions of the Uniform Commercial Code as enacted 1n
the state where the Premuses are located and all applicable state and local sales and income tax
notification and/or escrow procedures We have the right to set off agamst and reduce the purchase
price by any and all amounts owed by you or any of your Owners or Affiliates to us or any of our
Affihates

Upon delivery of the Appraisal Notice and pending (1) determination of Fair Market Value, (2)
our option period, and (3) the closing of the purchase, we may authorize continued temporary operations
of your Restaurant pursuant to the terms of this Agreement, subject to the supervision and control of one
or more of our appointed managers

11 DISPUTE RESOLUTION

You and your Owners 1rrevocably submut to the jurnisdiction of the courts of the State of Utah 1n
any suit, action or proceeding, arising out of or relating to this Agreement or any other dispute between
you and us, and you irrevocably agree that all claims in respect of any such suit, action or proceeding
must be brought and/or defended except with respect to matters that are under the exclusive junsdiction
of the Federal Courts of the Umited States, which shall be brought and/or defended in the Federal
District Court sitting 1n Salt Lake City, Utah You urrevocably waive, to the fullest extent you may
lawfully do so, the defense of an inconvenmient forum to the maintenance of this swt, action or
proceeding and agree that service of process for purposes of any such suit, action or proceeding need
not be personally served or served within the State of Utah but may be served with the same effect as if
you were served within the State of Utah, by certified mail or any other means permitted by law
addressed to you at the address set forth herein Nothing contained herein shall affect our rights to
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bring a suit, action, or proceeding 1in any other appropnate jurisdictton, including any swit, action or
proceeding brought by us to enforce any judgment aganst you entered by a State or Federal Court

The provisions of this Section 11A shall continue n full force and effect subsequent to and
notwithstanding expiration and termunation of this Agreement

12 MISCELLANEOUS

A SEVERABILITY AND SUBSTITUTION OF PROVISIONS

Every part of this Agreement shall be considered severable If for any reason any part of this
Agreement 1s held to be invalid, that determination shall not impair the other parts of this Agreement If
any covenant herein which restricts competitive activity 1s deemed unenforceable by virtue of its scope
or 1n terms of geographic area, type of business activity prohibited and/or length of tume, but could be
rendered enforceable by reducing any part or all of 1t, you and we agree that 1t will be enforced to the
fullest extent permissible under applicable law and public policy

If any applicable law requires a greater prior notice of the termunation of or refusal to enter into
a successor franchise than 1s required hereunder, a different standard of “good cause”, or the taking of
some other action not required hereunder, the prior notice, “good cause” standard and/or other action
required by this law shall be substituted for the comparable provisions hereof If any provision of this
Agreement or any specification, standard or operation procedure prescribed by us i1s invalid or
unenforceable under applicable law, we have the right, in our sole discretion, to modify this invahd or
unénforceable proviston, specification, standard or operating procedure 1f required to make 1t valid and
enforceable

Nothing 1n this Agreement or any related agreement 1s mtended to disclaim Franchisor’s
representations made 1n the Uniform Franchise Disclosure Document

B WAIVER OF OBLIGATIONS

We and you may be wrntten instrument unilaterally waive or reduce any obligation of the other
under this Agreement Any such waiver granted shall be without prejudice to any other rights the
waiving party may have, will be subject to continuing review by this party and may be revoked, in this
party’s sole discretion, at any time and for any reason, effective upon delivery to the other party of 10
days’ prior notice You and we shall not be deemed to have waived any right reserved by this
Agreement or be deemed to have modified this Agreement by virtue of any custom or practice of the
parties at variance with 1t, any failure, refusal or neglect by you or us to exercise any right under this
Agreement (except as provided 1n Section 12C) or to nsist upon exact comphance by the other with 1ts
obligations hereunder, any waiver, forbearance, delay, failure or omission by us to exercise any right,
whether of the same, sumlar or different nature, with respect to other Costa Vida Restaurants, or the
acceptance by us of any payments due from you after any breach of this Agreement

C EXERCISE OF RIGHTS

Except as otherwise expressly provided heremn, the rnights of Franchisor and Area Developer
hereunder are cumulative and no exercise or enforcement by Franchisor or Area Developer of any night
or remedy hereunder shall preclude the exercise or enforcement by Franchisor or Area Developer of any
other nght or remedy hereunder which Franchisor or Area Developer 1s entitled to enforce by applicable
law Notwithstanding the foregoing, and except as otherwise prohibited or limuted by applicable law,
any failure, neglect, or delay of a party to assert any breach or violation of any legal or equitable right
anising from or in connection with this Agreement shall constitute a waiver of this right and shall
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preclude the exercise or enforcement of any legal or equitable remedy ansing therefrom, unless written
notice specifying this breach or violation 1s provided to other party within twenty-four months after the
later (1) the date of tlus breach or violation, or (2) the date of discovery of the facts (or the date the
facts could have been discovered, using reasonable diligence) giving rise to this breach or violation

D INJUNCTIVE RELIEF

We may obtain 1n any court of competent jurisdiction any mnjunctive relief, including temporary
restraining orders and preluimunary injunctions, against conduct or threatened conduct for which no
adequate remedy at law may be available or which may cause us irreparable harm  We may have this
mjunctive relief, without bond, but upon due notice, in addition to such further and other relief as may
be available at equity or law, and your sole remedy 1n the event of the entry of this injunction, shall be
its dissolution, if warranted, upon hearing duly held (all claims for damages by reason of the wrongful
1ssuance of any such injunction being expressly waived) You and each of your Owners acknowledge
that any violation of Section 6, 8B (11), or 10B would result in irreparable mjury to us for which no
adequate remedy at law may be available Accordingly, you and each of your Owners consent to the
1ssuance of an injunction prolibiting any conduct 1n violation of any of those Sections and agree that the
existence of any claim you or any of your Owners may have against us, whether ansing from this
Agreement, shall not constitute a defense to the enforcement of any of those Sections

E ATTORNEYS® FEES

In a judicial proceeding, the non-prevailing party agrees to reimburse the prevailing party for all
of the prevailing party’s costs and expenses, including reasonable accounting, paralegal, expert witness
and attorneys’ fees

F GOVERNING LAw

This Agreement shall be construed under the laws of the State of Utah, provided the foregoing
shall not constitute a waiver of any of your rights under any applicable franchise law of another state
Otherwise, 1n the event of any conflict of law, Utah law will prevail, without regard to its conflict of
law principles However, 1f any provision of this Agreement would not be enforceable under Utah law,
and if the Development Area 1s predominantly located outside of Utah and this provision would be
enforceable under the laws of the state in which the Development Area 1s located, then this provision
shall be construed under the laws of that state Nothing in this Section 12F 1s intended to subject this
Agreement to any franchise or similar law, rule or regulation of the State of Utah or any other state or
political subdivision to which 1t otherwise would not be subject

G SUCCESSORS AND ASSIGNS

This Agreement 1s binding on the parties and their respective executors, admunistrators, heirs,
assigns and successors 1n interest This Agreement 1s fully transferable and assignable by us, whether
by operation of law or otherwise, and shall inure to the benefit of any transferee or other legal successor
to our 1nterests herewn

H LIMITATIONS ON LEGAL ACTIONS

Except with respect to your obligations regarding use of the Marks i Section 5 and the
Confidential Information 1n Section 6A, we and you (and your Owners) each waives, to the fullest
extent permutted by law, any nght to or claim for any pumtive or exemplary damages against the other
You and each of your Owners waive to the fullest extent permitted by applicable law, the right to
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recover consequenttal damages for any claim directly or indirectly arising from or relating to this
Agreement

You agree that, for our franchise system to function properly, we should not be burdened with
costs of litigating system-wide disputes Accordingly, any disagreement between you (and your Owners)
and us shall be considered unique as to its facts and shall not be brought as a class action, and you (and
each of your Owners) waive any right to proceed agamst us or any of our shareholders, members,
Affihates, officers, directors, employees, agents, successors and assigns by way of class action, or by
way of a multi-plaintiff, consolidated or collective action In any legal action between the parties, the
court shall not be precluded from making 1ts own mndependent determination of the issues mn question,
notwithstanding the similanty of 1ssues in any other legal action involving us and any other franchisee,
and each party waives the night to claim that a prior disposition of the same or similar 1ssues precludes
this independent determination

Furthermore, the parties agree that any legal action in connection with this Agreement shall be
tried to the court sitting without a jury, and all parties waive any right to have any action tried by jury

1 CONSTRUCTION

The language of thus Agreement shall be construed according to 1ts fair meaning and not strictly
against any party The introduction, personal guarantees, exhibits and niders (if any) to this Agreement,
are a part of this Agreement, which constitutes the entire Agreement of the parties with respect to the
subject matter thereof Except as otherwise expressly provided heren, there are no other oral or wntten
agreements, understandings, representations or statements relating to the subject matter of this
Agreement, other than the Disclosure Document, that either party may or does rely on or that will have
any force or effect Nothing in this Agreement shall be deemed to confer any nights or remedies on any
person or legal entity not a party This Agreement shall not be modified except by wnitten agreement
signed by both parties

The headings of Sections are for convenience only and do not linmt or construe thetr contents
The word “including” shall be construed to include the words “without hmitation” The term “Area
Developer” or “you” 1s applicable to one or more persons, a corporation, limited lhability company, or a
partnership and 1ts owners, as the case may be If two or more persons are at any time Area Developer
hereunder, whether as partners, joint venturers or otherwise, their obligations and habilities to us shall
be joint and several References to a controlling interest 1n an entity shall mean more than fifty percent
of the equity or voting control of this entity

This Agreement may be signed 1n multiple copies, each of which shall be deemed an original
Time 1s of the essence in this Agreement

J APPROVAL AND CONSENTS

Whenever this Agreement requires the approval or consent of either party, the other party shall
make written request therefore, and thus approval or consent shall be obtamned in writing, provided
however, unless specified otherwise m this Agreement, this party may withhold approval or consent, for
any reason or for no reason at all Furthermore, unless specified otherwise in this Agreement, no such
approval or consent shall be deemed to constitute a warranty or representation of any kind, express or
implied, and the approving or consenting party shall have no responsibility, liability or obligation ansing
therefrom

K NOTICE AND PAYMENTS
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All notices, requests and reports permitted or required to be delivered by this Agreement shall
be deemed delivered

0} at the ime delivered by hand to the recipient party or any officer, director, or partner of
the recipient party,

@) on the same day of the transmission by facsimule, telegraph or other reasonably reliable
electronic communication system,

3) one business day after being placed in the hands of a commercial courter service for
guaranteed overmght delivery, or

4) five business days after placement in the United States Mail by Registered or Certified
Mail, Return Receipt Requested, postage prepaid and addressed to the party to be notified at 1ts
most current principal business address of which the notifying party has been notified in writing
All notices to us must include a copy to our General Counsel and our Chief Executive Officer to
be effective These notices, requests, and reports shall be sent to us at the address 1dentified in
this Agreement unless and until a different address has been designated by written notice to the
other party No restrictive endorsement on any check or in any letter or other communication
accompanying any payments shall bind us, and our acceptance of any such payments shall not
constitute an accord and satisfaction

L PROVISIONS CONCERNING COMPLIANCE WITH ANTI-TERRORISM LAWS

€))] You, your Owners and your Affiliates agree to comply with and/or to assist us to the
fullest extent possible 1n our efforts to comply with Anti-Terronism Laws (as defined below) In
connection with this compliance, you, your Owners and your Affiliates certify, represent, and
warrant that none of your property or interests is subject to being “blocked” under any of the
Anti-Terrorism Laws and that you, your Owners, and your Affihates are not otherwise in
violation of any of the Anti-Terrorism Laws

2) For the purposes of this Section 121, “Anti-Terronism Laws” means Executive Order
13224 1ssued by the President of the United States, the Terrorism Sanctions Regulations (Title
31, Part 595 of the US Code of Federal Regulations), the Foreign Terrorist Organizations
Sanctions Regulations (Title 31, Part 597 of the US Code of Federal Regulations), the Cuban
Assets Control Regulations (Title 31, Part 515 of the US Code of Federal Regulations), the
USA PATRIOT Act, and all other present and future federal, state, and local laws, ordinances,
regulations, policies, lists and any other requirements of any Governmental Authority (including
the Umited States Department of Treasury Office of Foreign Assets Control) addressing or 1n any
way relating to terrorist acts and acts of war

3) You, your Owners and your Affilates certify that none of you, your Owners and your
Affiliates, your employees, or anyone associated with you 1s listed in the Annex to Executive
Order 13225 You agree not to hire any individual who 1s listed in the Annex (The Annex 1s
available at http //www treasury gov/offices/enforcement/ofac/sanctions/terrorism html)

@ You, your Owners, and your Affihates certify that you have no knowledge or
information that, 1f generally known, would result 1n you, your Owners and your Affiliates, your
employees, or anyone associated with you to be listed in the Annex to Executive Order 13224

5) You, your Owners, and your Affiliates are solely responsible for ascertaining what
actions must be taken by you to comply with the Anti-Terrorism Laws, and you specifically
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acknowledge and agree that your indemnification responsibilities set forth in Section 5B of this
Agreement pertain to your obligations under this Section 121

6) Any musrepresentation by you under this Section 12L. or any violation of the Anti-
Terrorism Laws by you, your Owners and your Affihates, or your employees shall constitute
grounds for immediate termination of this Agreement and any other Agreement you have entered
with us or one of our Affiliates, in accordance with the terms of Section 9A of this Agreement

M RECEIPT OF DISCLOSURE DOCUMENT AND AGREEMENT

You acknowledge having received our Disclosure Document at least 14 calendar days before
signing this Agreement You also acknowledge having received this Agreement, with all blanks
completed, at least seven calendar days before you signed 1t

(Signatures on following page)
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IN WITNESS WHEREOF, the parties have signed and delivered this Agreement on the day and

year first above written

FRANCHISOR

COSTA VIDA MANAGEMENT, LLC
a Utah limuted hability company

By

AREA DEVELOPER

(Name of corporation, partnership, limited liability
company or other legal entity)

By

Print Name
Title

Print Name

Title

Date

Date

+073873-41152636 1

By

Print Name

Title

Date

By

Print Name

Title

Date

By

Print Name

Title

Date
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EXHIBIT A
DEVELOPMENT AREA AND SCHEDULE

Costa Vida Managment, LLC, (“we”, “us”, the “Company” or “Franchisor”) and
, (“you” or “Area Developer’) have, tis _ day of , 20, entered 1nto a
certain Costa Vida Area Development Agreement (“Area Development Agreement”) and desire to
supplement 1ts terms, as set out below

1 The Term expires on , 20 (Area
Developer’s Imtials)

2 The Development Area 1s geographic are described as follows and shown on the map
attached as Extubit A-1

(Area Developer’s Initials)

3 You acknowledge and agree that you must have open and in operation mn the
Development Area, pursuant to Franchise Agreements, that cumulative number of Costa Vida
Restaurants set forth below as of each of the following dates

Cumulative Number of Costa Vida Restaurants Dates

(Area Developer’s Imitials)
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For purposes hereof, no Costa Vida Restaurants that are open and operating as of the date of this
Agreement shall be counted for purposes of the Development Schedule In addition, a Costa Vida
Restaurant that 1s permanently closed after having been opened, other than as result of non-comphance
by you with the terms of the applicable Franchise agreement, shall be deemed open for a period of six
months after the last day 1t was open for business, provided that (1) during this period of time, you
continuously and diligently take such actions as may be required to develop and open a substitute Costa
Vida Restaurant within the Development Area pursuant to a new Franchise Agreement therefore, and (11)
by the end of this period you have the substitute Costa Vida Restaurant open and operating in
comphiance with the Franchise Agreement therefore (Area Developer’s Imtials)

4 The Development Fee shall be § and 1s determined by
multiplying Fifteen Thousand Dollars ($15,000) by the total number of Franchise Agreements to be
entered mmto pursuant to this Agreement (the “Development Fee”) (Area
Developer’s Inittals)

(Signatures on following page)
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IN WITNESS WHEREOF, the undersigned have signed this Agreement on the date first above written

FRANCHISOR
COSTA VIDA MANAGEMENT, LLC
a Utah limuted hability company

By
Print Name

Title

Date

STATE OF )
SS
COUNTY OF )

The foregoing instrument was acknowledged before
me this day of

ol

20 by

NOTARY PUBLIC
Residing at
My Commussion Expires

+073873-11152636 1

AREA DEVELOPER

(Name of corporation, partnership, limited hiability
company or other legal entity)

By

Print Name

Title

Date

By

Print Name

Title

Date

By

Print Name

Title

Date

By

Print Name

Title

Date

By

Print Name

Title

Date
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(attach)

Al

E
20432014 Costa Vida Arca Development A‘g}%élme

nt



EXHIBIT B

AREA DEVELOPER AND ITS OWNERS OWNERSHIP ADDENDUM
Costa Vida Management, LLC, (“we”, “us”, the “Company” or “Franchisor”) and
, (“you” or “Area Developer”) have, this  day of , 20__, entered
into a certain Costa Vida Area Development Agreement (“Area Development Agreement”) and desire to
supplement 1ts terms, as set out below The parties therefore agree as follows

1 Operating Partner

The name, home address, and social security number of the Operating Partner 1s as follows

Name Home Address SSN

2 Entity Type of Area Developer

(a) Corporation or Limited Liability Company

Area Developer was orgamzed on the day of , 20 , under the laws of the
State of Its Federal Identification Number 1S
It has not conducted business under any name other than 1its
corporate or company name The following is a list of all of Area Developer’s directors and officers or
managing members as of the day of ,20

Director/Officer/Managing Member’s Names Position(s) Held

(b) Partnership

Area Developer 1s a [general] [limited] partnership formed on the _ day of , 20__, under the
laws of the State of Its Federal Identification Number 1s
It has not conducted business under any name other than its partnership name
The following 1s a list of all of Area Developer’s general partners as of the day of ,
20

General Partner’s Names
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3  Owners

Area Developer and each of 1ts Owners represents and warrants that the following 1s a complete and
accurate hst of all Owners of Area Developer, including the full name, mailing address, and social
security number of each Owner, and fully describes the nature and extent of each Owner’s nterest n
Area Developer Area Developer and each Owner as to his/her ownership interest in Area Developer,
represents and warrants that each Owner 1s the sole and exclusive legal beneficial owner of his/her
ownershup interest in Area Developer, free and clear of all liens, restrictions, agreements and
encumbrances of any kind or nature, other than those required or permitted by the Agreement

Ownership
Owner’s Name & SSN Owners Address Percentage
2 Change You must immediately notify us in writing of any change 1n the information

contatned 1n this Addendum and, at our request, prepare and sign a new Addendum containing the
correct information
3 Date of Addendum The date of thus Addendum this _ day of , 20

(Signatures on following page)
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IN WITNESS WHEREOF, the undersigned have signed this Agreement on the date first above wrnitten
FRANCHISOR AREA DEVELOPER
COSTA VIDA MANAGEMENT, LLC,

a Utah limuted lhiability company (Name of corporation, partnership,
himited hability company or other legal entity)

By By
Pnint Name Print Name
Tatle Thtle
Date Date
Exhibit B
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By

Print Name
Title

Date

By

Print Name
Title

Date

By

Print Name
Title

Date

By

Print Name
Title

Date

By

Print Name
Title

Date
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EXHIBIT C

GUARANTY
In consideration of, and as an inducement to, the sigming of a Costa Vida Management, LLC
Area Development Agreement dated , 20 (the “Agreement’) by and between Costa
Vida Management, LLC (“Franchisor”) and (“Area

Developer”), each of the undersigned owners of a ten percent or greater interest in Area Developer for
themselves, their heirs, legal representatives, successors and assigns (collectively the “Guarantors™) do
hereby personally, unconditionally, individually, jointly and severally (1) guarantee to Franchisor and
to 1ts successors and assigns, for the term of Agreement and thereafter as provided in the Agreement,
that Area Developer shall punctually pay and perform each and every undertaking, agreement and
covenant set forth in the Agreement (and any modification or amendment to the Area Development
Agreement) including the payment of all continming license fees, marketing fees and all other fees and
charges accruing pursuant to the Area Development Agreement and that each and every representation
of Area Developer made 1n connection with the Agreement (and any modification or amendment to the
Area Development Agreement) are true, correct and complete 1n all respects at and as of the time given,
and (2) agree personally to be bound by, and personally hable for the breach of, each and every
provision 1n the Agreement (and any modification or amendment to the Area Development Agreement)

Each of the Guarantors further agrees as follows

1 The Guarantors, individually, jointly and severally, shall be personally bound by each
and every condition and term contamned in the Area Development Agreement as though each of the
Guarantors had signed an Area Development Agreement containing the 1dentical terms and conditions of
the Area Development Agreement, including the provisions relating to confidentiality and non-
competition covenants This Guaranty shall continue in favor of Franchisor notwithstanding any
extension, modification, or alteration of the Area Development Agreement, and notwithstanding any
assignment of the Area Development Agreement, with or without the Franchisor’s consent No
extension, modification, alteratton or assignment of the Area Development Agreement shall in any
manner release or discharge the Guarantors, and each of the Guarantors consents to any such extension,
modification, alteration or assignment

2 Each Guarantor’s hability under this Guaranty 1s primary and independent of the
liability of Area Developer and any other Guarantors Each Guarantor waives any right to require
Franchisor to proceed against any other person or to proceed against or exhaust any security held by
Franchisor at any tune or to pursue any right of action accruing to Franchisor under the Area
Development Agreement Franchisor may proceed against each Guarantor and Area Developer, jomntly
and severally or may, at its option, proceed against each Guarantor without having commenced any
action, or having obtained any judgment, against Area Developer or any other Guarantor Each
Guarantor warves the defense of the statute of linutations in any action under this Guaranty or for the
collection of any indebtedness or the performance of any obligation guaranteed pursuant to this
Guaranty Each Guarantor warves any right that the undersigned may have to require that an action be
brought against Area Developer or any other person as a condition of liability Each Guarantor waives
any and all other notices and legal or equitable defenses to which the undersigned may be entitled

3 The Guarantors unconditionally, mdividually, jontly and severally agree to pay all
attorneys’ fees and all costs and other expenses incurred 1n any collection or attempted collection of this
Guaranty or 1n any negotiations relative to the obligations guaranteed or in enforcing this Guaranty
against Area Developer
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4 Each Guarantor waives notice of any demand by Franchisor, any notice of default in the
payment of any amounts contamned or reserved in the Area Development Agreement (and any
modification or amendment to the Area Development Agreement), or any other notice of default or
nonperformance of any obligations under the Area Development Agreement Each Guarantor waives
protest and notice of default to any party with respect to indebtedness, default or nonperformance of any
obligations under the Area Development Agreement (and any modification or amendment to the Area
Development Agreement)

Each Guarantor expressly agrees that the validity of this Guaranty and its obligations shall 1n no
way be termunated, affected or impaired by reason of any waiver by Franchisor, or its successors or
assigns, or the failure of Franchisor to enforce any of the terms, covenants or conditions of the Area
Development Agreement or this Guaranty, or the granting of any indulgence or extension of tume to
Area Developer, all of which may be given or done without notice to the Guarantors

5 This Guaranty shall extend, in full force and effect, to any assignee or successor of
Franchisor and shall be binding upon the Guarantors and each of their respective successors and assigns

6 Until all obligations of Area Developer to Franchisor have been paid or satisfied 1n full,
the Guarantors have no remedy or right of subrogation and each Guarantor waives any nght to enforce
any remedy which Franchisor has or may 1n the future have against Area Developer and any benefit of,
and any night to participate 1n, any security now or in the future held by Franchisor

7 All existing and future indebtedness of Area Developer to each Guarantor 1s hereby
subordinated to all indebtedness and other monetary obligations guaranteed in this Guaranty and,
without the prior wntten consent of Franchisor, shall not be paid in whole or in part to any Guarantor,
nor will any Guarantor accept any payment of or on account of any this indebtedness while this
Guaranty 1s 1n effect, unless at the time of this payment, all indebtedness and other monetary obligations
to Franchisor are current under the terms of the Area Development Agreement

8 Each Guarantor consents and agrees that the undersigned shall render any payment or
performance required under this Guaranty shall be joint and several This lLability shall not be
diminished, relieved or otherwise affected by any extension of time, credit or other indulgence which the
Franchisor may periodically grant to Area Developer or to any other person including the acceptance of
any partial payment or performance or the compromise or release of any claims, none of which shall in
any way modify or amend this Guaranty, which shall be continuing and irrevocable until satisfied 1n
full

9 Each Guarantor waives acceptance and notice of acceptance by Franchisor of the
foregoing undertakings Each Guarantor waives notice of any amendment to the Agreement

You and your owners urevocably submut to the jurisdiction of the courts of the State of Utah in
any suit, action or proceeding, arising out of or relating to this Guaranty or any other dispute between
you and us, and you wrevocably agree that all claims n respect of any such suit, action or proceeding
must be brought and/or defended except with respect to matters that are under the exclusive jurisdiction
of the Federal Courts of the United States, which shall be brought and/or defended in the Federal
District Court sitting 1in Salt Lake City, Utah You irrevocably waive, to the fullest extent you may
lawfully do so, the defense of an inconvement forum to the maintenance of this suit, action, or
proceeding and agree that service of process for purposes of any such suit, action, or proceeding need
not be personally served or served within the State of Utah, by certified mail or any other means
permitted by law addressed to you at the address set forth herein Nothing contained herein shall affect
our rights to bring a suit, action or proceeding in any other appropriate jurisdiction, including any suit,
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action or proceeding brought by us to enforce any judgment against you entered by a State or Federal
Court

(Signatures on following page)

IN WITNESS WHEREOF, each of the undersigned has hereunto affixed his/her signature as of the

day of , 20

“GUARANTOR(S)”

By By

Print Name Print Name

Title Title

Date Date

By By

Print Name Print Name

Title Title

Date Date

By By

Print Name Print Name

Title Title

Date Date
STATE OF )

ss
COUNTY OF )
The foregoing instrument was acknowledged before me this day of ,20

by

NOTARY PUBLIC
Residing at

My Commuission Expires

Exhibit C

3 20432014 Costa Vida Arca Dcvelopment Agreement
+073873-11152636 1



EXHIBIT D

INVESTOR PERSONAL COVENANTS REGARDING CONFIDENTIALITY
& NON-COMPETITION

In conjunction with your investment in (“Area Developer”) a

, you (“Investor” or “you”), acknowledge and agree as follows

Area Developer owns and operates, or 1s developing, a Costa Vida Restaurant or to be located at
pursuant to an Area Development Agreement dated
, 20 (‘Area Development Agreement”) with Costa Vida Management, LLC,
which Area Development Agreement requires persons with legal or beneficial ownership interests in
Area Developer under certain circumstances to be personally bound by the confidentiality and non-
competition covenants contained in the Area Development Agreement All capitalized terms
contained herein shall have the same meaning set forth in the Area Development Agreement

You own or intend to own the percentage legal or beneficial ownership interest in Area
Developer, set forth beneath your signature below, and acknowledge and agree that your signing of
this Agreement 1s a conditton to this ownership interest and that you have received good and
valuable consideration for signing thuis Agreement Costa Vida may enforce this Agreement directly
against you and your Owners (as defined below)

If you are a corporation, partnership, limited liability company or other entity, all persons who have
a legal or beneficial interest in you (“Owners”) must also sign this Agreement

You and your Owners, if any, may gain access to parts of Costa Vida’s Confidential Information as
a result of mvesting mn Area Developer The Confidential Information 1s proprietary and includes
Costa Vida’s trade secrets You and your Owners hereby agree that while you and they have a legal
or beneficial ownership interest in Area Developer and thereafter you and they (a) will not use the
Confidential Information in any other business or capacity (this use being an unfair method of
competition), (b) will maintain the confidentiality of the Confidential Information, and (¢) will not
make unauthonized copies of any portion of the Confidential Information disclosed in wnitten,
electronic or other form If you or your Owners cease to have an interest in Area Developer, you
and your Owners, 1if any, must deliver to Costa Vida any of this Confidential Information n your or
their possesston or control

During the term of the Area Development Agreement and during this time as you and your Owners,
if any, have any legal or beneficial ownership nterest in Area Developer, you and your Owners, 1f
any, agree that you and they will not, without Costa Vida’s written consent (which consent may be
withheld at Costa Vida’s discretion) directly or indirectly (such as through an Affiliate or through
your or theirr Immediate Families) own any legal or beneficial interest 1n, or render services or give
advice 1n connection with (a) any Competitive Business located anywhere, or (b) any entity located
anywhere which grants franchises, or licenses to others to operate any Competitive Business

For a peniod of two years, starting on the earlier to occur of the date you or Owners cease to have
any legal or beneficial ownership interest in Area Developer and the effective date of termination or
expiration (without renewal) of the Area Development Agreement, neither you nor any of your
Owners directly or indirectly (such as through an Affiliate or through you or their Immediate
Farmulies) shall own a legal or beneficial mnterest 1n, or render services or give advice to (a) any
Competitive Business operating within a radius of five miles of any Costa Vida Restaurant then 1n
operation or under construction,(b) any entity which grants franchises or licenses other interests to
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others to operate any Competitive Business, or (c) recruit or hire any person who 1s an employee of
yours, ours or of any Costa Vida Restaurant operated by us, our Affiliates or any Area Developer of
ours without obtaining the employer’s consent, which consent may be withheld for any reason If
you or any of your Owners fail to or refuse to abide by any of the foregoing covenants and Costa
Vida obtains enforcement in a judicial proceeding, the obligations under the breached covenant will
continue 1n effect for a period of time ending two years after the date of the order enforcing the
covenant

7 You and each of your Owners expressly acknowledge the possession of skills and abilities of a
general nature and the opportumty to exploit these skills i other ways, so that enforcement of the
covenants contamed n Secttons 5 and 6 will not deprive any of you of your personal goodwill or
ability to earn a living If any covenant herein which restricts competitive activity 1s deemed
unenforceable by virtue of its scope or 1n terms of geographic area, type of business activity
prolubited and/or length of time, but could be rendered enforceable by reducing any part or all of 1t,
you and we agree that 1t will be enforceable to the fullest extent permissible under applicable law
and public policy In addition to relief as may be available at equity or law, Costa Vida may obtain
n any court of competent jurisdiction any injunctive relief, including temporary restramning orders
and preliminary injunctions, agaimnst conduct or threatened conduct for which no adequate remedy at
law may be available or which may cause 1t wureparable harm You and each of your Owners
acknowledge that any violation of Sections 4, 5, or 6 hereof would result 1n irreparable injury for
which no adequate remedy at law may be available If Costa Vida files a claim to enforce this
Agreement and prevails 1n this proceeding, you must reimburse Costa Vida for all its costs and
expenses, 1ncluding reasonable attorneys’ fees

8 Thus Confidentiahity Agreement does not supersede nor cancel any prior understandings and
agreements you and your Owners had with respect to these matters, including any provision of the
Area Development Agreement and the Prospective Candidate Confidentiality Agreement previously
entered 1nto pertaning to confidentiahty You and your Owners have read this Confidentiality
Agreement thoroughly, understand 1t, and sign 1t freely and voluntarnly

(Signatures on following page)
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IN WITNESS WHEREOF, the undersigned have signed this Agreement on the date first above written

INVESTOR

If an individual

By

Print Name

Title

Date

% Ownership of Franchisee

OWNERS
By By
Print Name Print Name
Title Title
Date Date
By By
Print Name Print Name
Tatle Ttle
Date Date
STATE OF )
) ss

COUNTY OF )

The foregoing instrument was acknowledged before me this day of ,20
by

If a corporation, partnershup,
limited Liability company or other legal entity

(Name of corporation, partnership,
limited hability company or other legal entity)

By

Print Name

Title

Date

% Ownership of Franchisee

$073873-41152636 |
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My Comnussion Expires NOTARY PUBLIC
Residing at
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EXHIBIT E
STATE SPECIFIC ADDENDA TO AREA DEVELOPMENT AGREEMENT

The following modifications are to the Costa Vida Management, LLC Disclosure Document and
may supersede certain portions of the Area Development Agreement dated , 20

The following states have statutes that may supersede the Area Development Agreement in your
relationship with us, including the areas of termunation and renewal of your franchise ARKANSAS [Stat

Section 70-807], CALIFORNIA [Bus & Prof Code Sections 20000-20043], CONNECTICUT [Gen Stat

Section 42-133e et seq |, DELAWARE [Code, Tit 6, Ch 25, Sections 2551-2556], HAWAII [Rev Stat

Section 432E-1], ILLINOIS [Rev Stat 815 ILCS 705/19 and 705/20], INDIANA [Stat Sections 23-2-2 7
and 23-2-2 5], IOWA [Code Sections 523H 1-523H 17], MARYLAND [Maryland Franchise Registration
and Disclosure Law, MD Code Ann, Bus Reg Sections 14-201 to 14-233 (2004 Repl Vol)],
MICHIGAN [Stat Section 19 854(27)], MINNESOTA [Stat Section 80C 14], MISSISSIPPI [Code Section
75-24-51], MISSOURI [Stat Section 407 400], NEBRASKA [Rev Stat Section 87-401], NEW JERSEY
[Stat Section 56 10-1]1, SOUTH DAKOTA [Codified Laws Chapter 37-5B], VIRGINIA [Code 13 1-517-
574], WASHINGTON [Code Section 19 100 180], WISCONSIN [Stat Section 135 03] These and other
states may have court decisions that may supersede the Area Development Agreement m your relationship
with us including the areas.of termunation and renewal of your franchise

CALIFORNIA

The Califormia Franchise Investment Law requires that a copy of all proposed agreements relating to the
sale of the franchise be delivered together with the FDD

Neither we, nor any person or franchise broker disclosed 1n Item 2 of the FDD 1s subject to any currently
effective order of any national secunities association or national securities exchange, as defined n the
Secunities Exchange Act of 1934, 15 USCA 78a et seq, suspending or expelling these persons from
membership 1n this association or exchange

California Business and Professions Code Sections 20000 through 20043 provide rights to you concerning
termunation or non-renewal of a franchise If the Area Development Agreement contains a provision that is
inconsistent with the law, the law will control

Prospective franchisees are encouraged to consult private legal counsel to determine the
applicability of Califorma and federal laws (such as Business and Professions Code Section 20040 5, Code
of Civil Procedure Section 1281, and the Federal Arbitration Act) to any provisions of a franchise
agreement restricting venue to a forum outside the State of Califorma

The Area Development Agreement contamns a covenant not to compete which extends beyond the
termination of the franchise This provision may not be enforceable under Cahiforma law

The Area Development Agreement requires application of the laws of the State of Utah This provision
may not be enforceable under California law

The following paragraph 1s added to ITEM 19 of the Franchise Disclosure Document

The eamings claims figures do not reflect the costs of sales, operating expenses or
other costs or expenses that must be deducted from the gross revenue or gross sales Exhibit B
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figure to obtamn your net income or net profit You should conduct an independent
investigation of the costs and expenses you will incur n operating your franchised
busmess Franchisees or former franchisees listed in the Francluse Disclosure
Document may be one source of this information

Costa Vida’s Umform Resource Locator (‘URL”) address for locating its internet website 1s
http //www costavidanet OUR WEBSITE HAS NOT BEEN REVIEWED OR APPROVED BY THE
CALIFORNIA DEPARTMENT OF CORPORATIONS ANY COMPLAINTS CONCERNING THE
CONTENT OF THIS WEBSITE MAY BE DIRECTED TO THE CALIFORNIA DEPARTMENT OF
CORPORATIONS at www corp ca gov

THE CALIFORNIA SECTION OF THIS ADDENDUM APPLIES ONLY TO AREA
DEVELOPERS WHO ARE RESIDENTS OF CALIFORNIA OR WHO LOCATE THEIR
FRANCHISES IN CALIFORNIA

HAWAII

| The following list reflects the status of our franchise registrations in the states which
have franchise registration and/or disclosure laws

This registration is currently effective in Califorma and Washington
There are no states which have refused, by order or otherwise, to register these franchises
There are no states which have revoked or suspended the nght to offer these francluses

2 The Area Development Agreement has been amended as follows

The Hawau Franchise Investment Law provides rights to the Area Developer concerning
non-renewal, termunation and transfer of the Area Development Agreement If the Area
Development Agreement, and more specifically, Sections 2, 8 and 9 contan a provision
that 1s inconsistent with the Hawan Franchise Investment Law, the Hawan Franchise
Investment Law will control

Section 8(B)(8) of the Area Development Agreement requires Area Developers to sign a
general release as a condition of transfer of the Aiea Development Agreement, this
release shall exclude claims arising under the Hawan Franchise Investment Law

Section 9A(1) of the Area Development Agreement, which terminates the Area
Development Agreement upon the bankruptcy of the Area Developer may not be
enforceable under federal bankruptcy law (11 US C Section 101, ef seq )

3 The Receipt Pages are amended to add the following

THIS AREA DEVELOPMENT AGREEMENT WILL BE/HAVE BEEN FILED UNDER
THE FRANCHISE INVESTMENT LAW OF THE STATE OF HAWAIl FILING DOES
NOT CONSTITUTE APPROVAL, RECOMMENDATION OR ENDORSEMENT BY
THE DIRECTOR OF COMMERCE AND CONSUMER AFFAIRS OR A FINDING BY
THE DIRECTOR OF COMMERCE AND CONSUMER AFFAIRS THAT THE
INFORMATION PROVIDED HEREIN IS TRUE, COMPLETE AND NOT
MISLEADING
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THE FRANCHISE INVESTMENT LAW MAKES IT UNLAWFUL TO OFFER OR
SELL ANY FRANCHISE IN THIS STATE WITHOUT FIRST PROVIDING TO THE
PROSPECTIVE AREA DEVELOPER, OR SUBFRANCHISOR, AT LEAST SEVEN
DAYS BEFORE THE SIGNING BY THE PROSPECTIVE AREA DEVELOPER, OF
ANY BINDING FRANCHISE OR OTHER AGREEMENT, OR AT LEAST SEVEN
DAYS BEFORE THE PAYMENT OF ANY CONSIDERATION BY THE AREA
DEVELOPER, OR SUBFRANCHISOR, WHICHEVER OCCURS FIRST, A COPY OF
THE DISCLOSURE DOCUMENT, TOGETHER WITH A COPY OF ALL PROPOSED
AGREEMENTS RELATING TO THE SALE OF THE FRANCHISE

THIS DISCL.OSURE DOCUMENT CONTAINS A SUMMARY ONLY OF CERTAIN
MATERIAL PROVISIONS OF THE AREA DEVELOPMENT AGREEMENT AND THE
CONTRACT OR AGREEMENT SHOULD BE REFERRED TO FOR A STATEMENT
OF ALL RIGHTS, CONDITIONS, RESTRICTIONS AND OBLIGATIONS OF BOTH
THE FRANCHISOR AND THE AREA DEVELOPER

THE HAWAII SECTION OF THIS ADDENDUM APPLIES ONLY TO AREA
DEVELOPERS WHO ARE RESIDENTS OF HAWAII OR WHO LOCATE THEIR FRANCHISES
IN HAWAII

ILLINOIS

THE AREA DEVELOPMENT AGREEMENT MAY STATE THAT YOU MUST MEET CERTAIN
MINIMUM PERFORMANCE SALES REQUIREMENTS [IF YOU DO NOT MEET THESE
REQUIREMENTS YOUR AREA DEVELOPMENT AGREEMENT CAN BE TERMINATED BY
COSTA VIDA Ths provision may be affected by Illtnois Law, 815 ILCS §§ 705/4 and 705/41

Section 9 of the Area Development Agreement 1s amended, 1f required by law, to state

“The conditions under which your franchise can be termunated and your rights
upon non-renewal may be affected by Illinois Law, 815 ILCS §§ 705/19 and
705/20

Sections 11 and 12F and any other choice of law, venue and junsdictions provisions in the Area
Development Agreement are amended, 1f required by law, to include the following

“Provisions regarding junsdiction and venue and choice of law may be affected
by Ilhnois law, 815 ILCS §§ 705/4 and 705/41, respectively ”

“Notwithstanding anything 1n this Agreement to the contrary, EXCEPT IF
GOVERNED BY THE FEDERAL ARBITRATION ACT, THE UNITED
STATES TRADEMARK ACT OF 1946 (LANHAM ACT, 15 US C SECTIONS
1051 ET SEQ ) OR OTHER FEDERAL LAW OR MATTERS ARISING UNDER
SECTION 4 OF THE ILLINOIS FRANCHISE DISCLOSURE ACT WHICH
SHALL BE GOVERNED THEREBY, THIS AGREEMENT, THE FRANCHISE
AND THE RELATIONSHIP BETWEEN COMPANY AND AREA
DEVELOPER SHALL BE GOVERNED BY THE LAWS OF THE STATE OF
UTAH, EXCEPT THAT (A) THE UTAH BUSINESS OPPORTUNITY
DISCLOSURE ACT AND ANY OTHER STATE LAW RELATING TO (1) THE
OFFER AND SALE OF FRANCHISES, (2) FRANCHISE RELATIONSHIPS OR
(3) BUSINESS OPPORTUNITIES, SHALL NOT APPLY UNLESS THE
APPLICABLE JURISDICTIONAL  REQUIREMENTS ARE MET
INDEPENDENTLY WITHOUT REFERENCE TO THIS PARAGRAPH, and (B) Exhibit E
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THE ENFORCEABILITY OF THOSE PROVISIONS OF THIS AGREEMENT
WHICH RELATE TO RESTRICTIONS ON YOUR COMPETITIVE
ACTIVITIES WILL BE GOVERNED BY THE LAWS OF THE STATE IN
WHICH YOUR BUSINESS IS LOCATED ”

SPECIFICALLY, PROVISIONS REGARDING JURISDICTION AND VENUE
AND CHOICE OF LAW MAY BE AFFECTED BY ILLINOIS LAW, 815 ILCS
§§ 705/4 AND 705/41, RESPECTIVELY, AND RULE SECTION 200 608 OF
THE RULES AND REGULATIONS PROMULGATED PURSUANT TO THE
ILLINOIS FRANCHISE DISCLOSURE ACT”

No provision n the Area Development Agreement shall be construed to mean that you may not rely on
representations 1n the Costa Vida Disclosure Document that we provided to you 1n connection with the
offer and purchase of your franchise

Section 41 of the Illinois Franchise Disclosure Act states that “any condition, stipulation, or provision
purporting to bind any person acquring any franchise to waive compliance with any provision of this

Act1s void ”

THE ILLINOIS SECTION OF THIS ADDENDUM APPLIES ONLY TO AREA DEVELOPERS
WHO ARE RESIDENTS OF ILLINOIS OR WHO LOCATE THEIR FRANCHISES IN

ILLINOIS
MARYLAND

The Disclosure

Document is amended to state

“Costa Vida has not registered the trademark, servicemark/logo in the State of
Maryland You must register the name “Costa Vida Association” as a dba for the
entity operating the franchise n the state where the franchise marketing area 1s
located ”’

Section 8(B)(8) of the Area Development Agreement 1s amended to state

“Any release signed 1n connection with the Area Development Agreement is not
intended to, nor shall it act as a release, estoppel or waiver of any hability
incurred under the Maryland Franchise Registration and Disclosure Law ”

Sections 11 and 12(F) of the Area Development Agreement are amended to state

“Notwithstanding anything in this Agreement to the contrary, EXCEPT IF
GOVERNED BY THE FEDERAL ARBITRATION ACT, THE UNITED
STATES TRADEMARK ACT OF 1946 (LANHAM ACT, 15 US C SECTIONS
1051 ET SEQ ) OR OTHER FEDERAL LAW OR MATTERS ARISING UNDER
THE MARYLAND FRANCHISE REGISTRATION AND DISCLOSURE LAW
WHICH SHALL BE GOVERNED THEREBY, THIS AGREEMENT AND THE
RELATIONSHIP BETWEEN YOU AND US WILL BE GOVERNED BY THE
LAWS OF THE STATE OF UTAH, EXCEPT THAT THE UTAH BUSINESS
OPPORTUNITY DISCLOSURE ACT AND ANY OTHER STATE LAW
RELATING TO (1) THE OFFER AND SALE OF FRANCHISES, (2)
FRANCHISE RELATIONSHIPS, OR (3) BUSINESS OPPORTUNITIES, WILL
NOT APPLY UNLESS THE  APPLICABLE JURISDICTIONAL
REQUIREMENTS ARE MET INDEPENDENTLY WITHOUT REFERENCE TO
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THIS PARAGRAPH YOU MAY BRING A LAWSUIT IN MARYLAND FOR
CLAIMS ARISING UNDER THE MARYLAND FRANCHISE REGISTRATION
AND DISCLOSURE LAW ”

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

“Any hmitation of claims provisions shall not act to reduce the three year statute
of limitations afforded an Area Developer for bringing a claim ansing under the
Maryland Franchise Registration and Disclosure Law ™

The Disclosure Document and Area Development Agreement are amended as follows

“Any provision 1n the Area Development Agreement restricting jurisdiction or
venue to a forum outside of Maryland or requiring the application of the laws of
another state 1s void with respect to a claum anising under the Maryland Franchise
Registration and Disclosure Law ”

“Any claims under the Maryland Franchise Registration and Disclosure law may
be brought in the State of Maryland ”

“Pursuant to COMAR 02 02 0816L, the general release required as a condition of
renewal, sale and/or assignment/transfer will not apply to any liability under the
Maryland Franchise Registration and Disclosure Law ”

“Any provision 1n the Area Development Agreement or the agreements attached
as appendices that requires you to disclaim the occurrence and/or acknowledge
the non-occurrence of acts that would constitute a violation of the Maryland
Franchise Registration and Disclosure Law 1s not intended to nor will 1t act as a
release, estoppel or watver of any hability incurred under the Maryland Franchise
Registration and Disclosure Law ™

“Your acknowledgement and representations are not intended to nor shall they act
as a release, estoppel or waiver of any lability incurred under the Maryland
Franchise Registration and Disclosure Law ”

THE MARYLAND SECTION OF THIS ADDENDUM APPLIES ONLY TO AREA
DEVELOPERS WHO ARE RESIDENTS OF MARYLAND OR WHO LOCATE THEIR
FRANCHISES IN MARYLAND

MICHIGAN

THE STATE OF MICHIGAN PROHIBITS CERTAIN UNFAIR PROVISIONS THAT ARE
SOMETIMES IN FRANCHISE DOCUMENTS IF ANY OF THE FOLLOWING PROVISIONS
ARE IN THESE FRANCHISE DOCUMENTS, THE PROVISIONS ARE VOID AND CANNOT BE
ENFORCED AGAINST YOU

Each of the following provisions 1s void and unenforceable 1if contamned in any documents relating to a
francluse

(a) A prohibition on your right to join an association of franchisees

Exhibit E
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(b)

©

(d)

©

®

(8)

(h)

1073873-41152636 1

A requirement that you assent to a release, assignment, novation, waiver, or estoppel
which depnives you of nights and protections provided 1n tlus act This shall not preclude
you, after entering into an Area Development Agreement, from settling any and all claims

A provision that permits us to termunate a franchise before the expiration of 1its term
except for good cause Good cause shall include your failure to comply with any lawful
provision of the Area Development Agreement and to cure this failure after being given
wntten notice thereof and a reasonable opportumty, which in no event need be more than
30 days, to cure this failure

A provision that permuts us to refuse to renew your franchise without fairly compensating
you by repurchase or other means for the fair market value at the time of expiration of
your inventory, supplies, equipment, fixtures, and furmshings Personalized materials
which have no value to us and inventory, supplies, equipment, fixtures, and furnishings not
reasonably requwred m the conduct of the franchise buswiness are not subject to
compensation Thus subsection applies only 1f (1) the term of the franchise 1s less than 5
years and (1) you are prolubited 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 you do not receive at least 6 months advance notice of
our ntent not to renew the franchise

A provision that permuts us to refuse to renew an Area Development Agreement on terms
generally available to other area developers of the same class or type under simlar
circumstances This section does not require a renewal provision

A provision requining that arbitration or litigation be conducted outside this state This
shall not preclude you from entering into an agreement, at the time of arbitration, to
conduct arbitration at a location outside this state

A provision which permuts us to refuse to pernut a transfer of ownership of a franchise,
except for good cause This subdivision does not prevent us from exercising a nght of
first refusal to purchase the franchuise Good cause shall include, but 1s not limuted to

(1) The faillure of the proposed transferee to meet our then-current reasonable
qualifications or standards

(n) The fact that the proposed transferee 1s a competitor of us or our subfranchisor

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

() You or your proposed transferee’s failure to pay any sums owing to us or to cure
any default in the Area Development Agreement existing at the time of the
proposed transfer

A provision that requires you to resell to us items that are not umquely 1dentified with us

This subdivision does not prohibit a provision that grants to us 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 us the right to acquire the assets of a franchise for the market or
appraised value of these assets if you have breached the lawful provisions of the Area
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Development Agreement and have failed to cure the breach in the manner provided mn

subdivision (c)

A provision which permuts us to directly or indirectly convey, assign, or otherwise transfer
our obhgations to fulfill contractual obligations to you unless provision has been made for

providing the required contractual services

THE FACT THAT THERE IS A NOTICE OF THIS OFFERING ON FILE WITH THE
ATTORNEY GENERAL DOES NOT CONSTITUTE APPROVAL, RECOMMENDATION, OR
ENDORSEMENT BY THE ATTORNEY GENERAL

ESCROW REQUIREMENTS (IF ANY)

Any questions regarding this notice should be directed to

THE MICHIGAN SECTION OF THIS ADDENDUM APPLIES ONLY TO

State of Michigan
Department of Attorney General
Consumer Protection Division
Attn  Franchise
670 Law Building
Lansing, Michigan 48913
Telephone Number (517) 373-7117

AREA

DEVELOPERS WHO ARE RESIDENTS OF MICHIGAN OR WHO LOCATE THEIR
FRANCHISES IN MICHIGAN

MINNESOTA

If required by law, the Area Development Agreement 1s modified as follows

1073893-11152636 1

Any release signed 1in connection with the Area Development Agreement shall not
apply to any claims ansing under Minnesota Statutes 1973 Supplement, Sections
80C 01 to 80C 22, providing that an area developer cannot be required to assent
to a release, assignment, or waiver that would relieve any person from hability
imposed by such statutes, provided, however that this shall not bar the voluntary
settlement of disputes

With respect to the franchises governed by Minnesota law, we will comply with
Minnesota Statutes Sec 80C 14, subdivisions 3, 4 and 5 which require, except in
certain specific cases, that we give you 90 days notice of termination (with 60
days to cure) and 180 days notice for non-renewal of the Area Development
Agreement If Franchisor fails to give notice, the Area Development Agreement
shall remain 1 effect from month to month until Franchisor has given the
required notice

Minnesota Statutes Sec 80C 21 and Minnesota Rule 2860 4400J prohibit us from
requiring htigation to be conducted outside Minnesota In addition, nothing 1n the
Area Development Agreement can abrogate or reduce any of your rights as
provided for in Minnesota Statutes, Chapter 80C, or your rights to a jury trial or
any procedure, forum, or remedies provided for by the laws of the jurisdiction
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Minnesota Rule 2860 4400J also prohibits us from asking you to consent to the
Franchisor obtaming injunctive relief We may merely seek injunctive rehef
Also, 1t 15 up to a court to determune 1f a bond 1s required

Provided that you are in compliance with the terms and conditions of the Area
Development Agreement, we will comply with Minnesota Statutes Sec 80C 12,
Subd 1(g) which requires that the franchisor protect the area developer’s right to
use the trademarks, service marks, tradenames, logotypes or other commercial
symbols and/or indemnify the franchisee from any loss, costs or expenses arising
out of any claim, suit or demand regarding the use of the name

We will also comply with the requirements of Minnesota Statutes Sec 80C 17,
Subd 5, which requires that any action commenced under Section 80C 17 be
commenced within 3 years after the cause of action accrues

THE MINNESOTA SECTION OF THIS ADDENDUM APPLIES ONLY TO AREA
DEVELOPERS WHO ARE RESIDENTS OF MINNESOTA OR WHO LOCATE THEIR
FRANCHISES IN MINNESOTA

NORTH DAKOTA

Sections of the Disclosure Document and Area Development Agreement providing for resolution of
disputes to be outside North Dakota may not be enforceable under Section 51-19-09 of the North Dakota
Franchise Investment Law, and are amended accordingly 1f required by law

Sections of the Disclosure Document and Area Development Agreement relating to choice of law, may not
be enforceable under Section 51-19-09 of the North Dakota Franchise Investment Law, and are amended
accordingly if required by law

Sections of the Disclosure Document and Area Development Agreement requiring you to sign a general
release upon renewal of the Area Development Agreement may not be enforceable under Section 51-19-09
of the North Dakota Franchise Investment Law, and are amended accordingly 1f required by law

Sections of the Disclosure Document and Area Development Agreement stipulating that you shall pay all
costs and expenses incurred by us in enforcing the Area Development Agreement may not be enforceable
under Section 51-19-09 of the North Dakota Franchise Investment Law, and are amended accordingly 1f
required by law

Sections of the Area Development Agreement requiring you to consent to a watver of trial by jury may not
be enforceable under Section 51-19-09 of the North Dakota Franchise Investment Law, and are amended 1f
required by law

Sections of the Area Development Agreement requining you to consent to a waiver of exemplary and
pumitive damages may not be enforceable under Section 51-19-09 of the North Dakota Franchise
Investment Law, and are amended 1f required by law

THE NORTH DAKOTA SECTION OF THIS ADDENDUM APPLIES ONLY TO AREA
DEVELOPERS WHO ARE RESIDENTS OF NORTH DAKOTA OR WHO LOCATE THEIR
FRANCHISES IN NORTH DAKOTA
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RHODE ISLAND

§ 19-28 1-14 of the Rhode Island Franchise Investment Act provides that “A provision m a franchise
agreement restricting jurisdiction or venue to a forum outside this state or requiring the application of
the laws of another state 1s void with respect to a claim otherwise enforceable under this Act” The
Area Development Agreement 1s amended accordingly if required by law

THE RHODE ISLAND SECTION OF THIS ADDENDUM APPLIES ONLY TO AREA
DEVELOPERS WHO ARE RESIDENTS OF RHODE ISLAND OR WHO LOCATE THEIR
FRANCHISES IN RHODE ISLAND

VIRGINIA

Pursuant to § 13 1-564 of the Virgima Retail Franchising Act, 1t 1s unlawful for a franchisor to
use undue 1nfluence to induce a franchisee to surrender any right given to him under the franchuse If
any provision of the Area Development Agreement involves the use of undue influence by the franchisor
to induce a franchisee to surrender any rights given to him under the franchise, that provision may not
be enforceable

Pursuant to Section 13 1-564 of the Virginia Retail Franchusing Act, 1t 1s unlawful for a
franchisor to cancel a franchise without reasonable cause If any grounds for default or termnation
stated 1n the Area Development Agreement does not constitute “reasonable cause”, as that term may be
defined 1n the Virgima Retail Franchising Act or the laws of Virgima, that provision may not be
enforceable

THE VIRGINIA SECTION OF THIS ADDENDUM APPLIES ONLY TO
FRANCHISEES WHO ARE RESIDENTS OF VIRGINIA OR WHO LOCATE THEIR
FRANCHISES IN VIRGINIA

WASHINGTON

In any arbitration involving a franchise purchased in Washington, the arbitration site shall be either in
the state of Washington, or in a place mutually agreed upon at the time of the arbitration, or as
determuned by the arbitrator, 1f required by Washington law

In the event of a conflict of laws, the provisions of the Washington Franchise Investment Protection Act,
Chapter 19 100 RCW, shall prevail

A release or waiver of rights signed by you shall not include rights under the Washington Franchise
Investment Protection Act except when signed pursuant to a negotiated settlement after the agreement 1s
in effect and where the parties are represented by independent counsel Provisions such as those which
unreasonably restrict or limit the statute of limitations period for claums under the Act, or rights or
remedies under the Act may not be enforceable and are amended 1if required by law

Transfer fees are collectable if that they reflect our reasonable estimated or actual costs n effecting a
transfer, 1f required by Washington law

In addition to the rights and responsibilities enumerated 1n the Area Development Agreement concerning
termunation and non-renewal, Washington State residents have certain rights under the Washington
Franchise Investment Protection Act
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THE WASHINGTON SECTION OF THIS ADDENDUM APPLIES ONLY TO AREA
DEVELOPERS WHO ARE RESIDENTS OF WASHINGTON OR WHO LOCATE THEIR
FRANCHISES IN WASHINGTON

WISCONSIN
Item 17 of the Disclosure Document is amended to add the following

The Wisconsin Fair Dealership Law Title XIV-A Ch 135, Section 135 01-135 07 may affect the
termunation provision of the Franchise Agreement and the Area Development Agreement

THE WISCONSIN SECTION OF THIS ADDENDUM APPLIES ONLY TO FRANCHISEES

WHO ARE RESIDENTS OF WISCONSIN OR WHO LOCATE THEIR FRANCHISES IN
WISCONSIN

ACKNOWLEDGMENT

It 1s agreed that the applicable foregoing state law addendum, if any, supersedes any inconsistent portion of the
Area Development Agreement dated the day of , 20 Except mn the State of
Maryland, this State Addenda applies only 1f required by applicable state law

DATED this day of ,20

FRANCHISOR

COSTA VIDA MANAGEMENT, LLC

By
Title

AREA DEVELOPER

By
Title

By
Title

(MUST BE SIGNED BY ALL OWNERS AND MANAGERS OF AN ENTITY FRANCHISEE)

Exhibit E
10 20432014 Costa Vida Arca Development Agreement
1073873-11152636 1



Summary Report

Litéra® Change-Pro TDC 7 0 0 365 Document Comparison done on

3/27/2014 5 24 11 PM

Style Name Default Style

Onginal DMS 1w //JWDOCS JONESWALDO COM/slc/1073873/1
Modified DMS 1w //JWDOCS JONESWALDO COM/slc/1152636/1

Changes

Add

36

Delete

35

Meove-Erom

0

Move To

Table Insert

Table Delete

Embedded Graphics (Visio, ChemDraw, Images etc )

Embedded Excel

Format Changes

Total Changes

=2 =] =] =] =] [




EXHIBIT E

COSTA VIDA OPERATIONS MANUAL TABLE OF CONTENTS

Exhibit E
20132014 Costa Vida Franchise Disclosure Document
1073754211518103 =



COSTA VIDA OPERATIONS MANUAL TABLE OF CONTENTS

Chapter Topic Pages

1 Preparing to Open
Agency Inspection 11
HQ Inspection 11
Arranging for Suppliers 11
Foodservice Distributor 12
Soda Vendor 12
Opening Food & Paper Order 12
Items You’ll Receive from HQ 12-13
Promoting Prior to Opeming 13
Pre-Opening Friends & Family Party 13
Franchise Traiming Team 14
Guldelines for Opening Inventory 14
Imtial Order Guide 15-19
Office Supplies 19-110
TOTAL PAGES 10

2 Accounting & Insurance
Hire an Accountant 21
Accounting Requirements 21
Trade Name or Fictitious Name Registration 21
Electronic Funds Transfer (EFT) 21
Direct Debit Accounts 21
Withdrawals 22
Insufficient Funds 22
The Buildout Account 22
Sending Wires 22
Insurance 2223
Requirements 23
Certificate of Insurance 24
Taxes 24
Sales Tax (United States) 24
The Business Week 25
Recording Business Activity 25
Reporting Sales 25
Estimation of Sales Figures 25
Correction of Sales Figures 25
Deduction of Royalty & Advertising Charges 25
Payment of Monies Due 25
Interest & Late Fees 2526
Costa Vida Reports 26
TOTAL PAGES 6

3 Tramng
Costa Vida Training Materials
Costa Vida Station Training Program
Costa Vida Management Training Program

W W W
—
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Chapter

Topic

Costa Vida New Franchise Training
Continued Training Success

Setting Up Your Training

Contents

Expectations

Feedback

Costs

Costa Vida Continued Development
TOTAL PAGES

4 Marketing Policies & Procedures

Overview of Costa Vida Marketing

The Costa Vida Marketing Advisory Council

The System-Wide Advertising Agency

Fmancial Responsibility

Advertising Policies

Markets & Local Cooperative Marketing Councils
Public Relations

TOTAL PAGES

5 Sales-Building & Local Marketing

6 Human Resources

49737>1-211518103

The Basics

A-T-F Awareness, Tnal, and Frequency
Muiti-Tier Marketing Plan Approach
Setting Your Goals

Defining Your Trade Area

Target Audience

Develop a Sales Building Calendar

New Restaurant Opening

Marketing Materials & Merchandising Policy
Print Media

Types of Print Media

Using the Internet & Offers

Public Relations

The News Release

Promoting 1in Your Neighborhood

Door Hanger Promotions

Owner Introduction

School Rewards Program

Promoting with Charities/Local Organmizations
Reaching College Students

Promoting Your Restaurant

The Costa Card

TOTAL PAGES

Knowing State & Federal Employment Laws
Posting Employment Laws

Pages

32
32
32
32
32
33
33
33

41

4147

47

4749
49410

410418

419

19

51
51-52
52-53
54
5455
55

55
5558
5859
510-511
511515
515-516
516
516-518
518519
519-520
520
520
520-521
521
521-522
522

22

61
61
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Chapter Topic Pages

Your Most Valuable Resources are your Team Members 6 1-6 2

Start by Creating Job Descriptions 62
Recruiting & Qualities to Look For 6263
Publishing an Open Position & Finding the Right Fit 63
The Employment Application 63
Team Member Selection 63
The Interview 64
Tips for Interviewing 64
Beginning the Interview Process 64
Launch into Some Good Interview Questions 64-65
Questions You Cannot Ask (US Only) 6566
Concluding the Interview 66
Evaluating the Applicant & Job Offer 66
Contacting Other Applicants 66
Setting Up the Team Member Employee File 66-67
Develop Company Policies 67-69
Employee Handbook 69-6 10
Retaimng Employees 610
To Better Manager Your Restaurant & Team Members 610
Maintain Good Communication 611
Team Meetings 611
Team Member Performance Reviews/Discussions 611-612
Conducting a Performance Review/Discussion 612
Completing a Performance Review/Discussion 612
Team Member Grievances 613
Written Warnings 613
Motivate Team Members by Using Incentive Programs 613
Final Thought 614
Federal Employment/Labor Laws (US Only) 614-6 18
TOTAL PAGES 18

7 Communication
The Weekly Wave 71
Rolling Tide Rollout 71
Tsunam Alert 71
TOTAL PAGES 1

8 Restaurant QA & Complance

The Restaurant Evaluation 81
The QA Consultation & Review 81
Record Keeping/FempuratureTemperature Logs 82
Operations Manual 82
Remodel Requirements 82
Evaluating Your Own Restaurant 82
QA Copy 82
Once Reports are Complete 81
Non-Compliance 82-83
Alternate Evaluations 83
TOTAL PAGES 3
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Chapter

9 Service Success

Topic

Style of Service

Energy

Proper Appearance
Communication Skills

Touching Tables

Guest Recovery Opportunities
Person in Charge

A Rush Happens 3 Times

“Aces 1n their Places”

Restaurant Flow Chart

Bag Stuffers/Bounce Back Offers
Promoting Catering Opportunities
Promotional Opportunities

Other Large Sale Events
Customer Insights

Handling Customer Complaints
Sales Tracking

Overall Things to Remember
TOTAL PAGES

10 Items Offered for Sale

0375211518103

Items Offered for Sale

Locals

Limited Time Only (LTO) Items
Drinks

Bottled Beverages

Equipment

Serving Additional Selections
Filtered Water

Promotional Items

Miscellaneous Items

General Policies

Donations

Truth-In-Menu Laws

Menu Pricing Strategy
Recommended Pricing
Recommended Pricing Guidelines
Increasing Prices

Logotype Paper & Packaging Goods
Required Logoed Items
Polystyrene Products

Participating 1n a Product Test
Guidelines for a Product Test
Purchasing

Approved Products

The Costa Vida Standard Program
Costa Vida Standard Produce Program

Pages

91

91

91

91

92

92

92

92

92

92
922
922923
923
923
923
923924
924
924925
25

101-102
102
102
102-103
103-104
104
104
105
105
105
105
105
105
105-106
106
106
106
106
106
106
106-107
107
107
107
107-108
108
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Chapter

11 Culinary Success

Topic

Food Service Distributor

Food Ordering Procedure

Receiving

Checking Deliveries

Storage & Rotation

Specific Product Information

Plastic Container Goods

Vegetables

Relationship with Your Food Service Distributor
Quality Control

Guidelines for Resolving Problems
Receiving a Credit or Product Replacement
TOTAL PAGES

Culinary Success

Food Safety & Samitation
Allergen Control
Catening

TOTAL PAGES

12 Cleaning & Maintenance

H073754-211518103

The Importance of Cleaning
Cleaning Chemucal Program
Chemucal Cautions

Matenal Safety Data Sheets
Cleaning Tools

The Cleaning Process
Swisher Select Clear Sanitizer
How to Sanitize

Restaurant Intenor

Air Conditioming Unit
Beverage Dispenser

Bottled Beverage Cooler
Walk-In Cooler

Cutting Boards

Dicers

Fiberglass Reinforced Panels (FRP)
Floor Cleaning

Hanging Lights

Ice Machines & Coca-Cola Dispenser Bin
Mold

POS System

Cold Tables

Comal Cleaning

Steam Tables

Pages

108

10 8-109
109

109

1010

10 10

1011
1011-10 12
1012
1012-10 13
1013

10 13

13

111
111
111-112
112

2

121
12 1
122
122
123
123-12 4
124
124-12'5
125
125
126-127
127
128
128-129
129-12 10
12 10
12 10
1210
1210-12 11
1211-12 12
1212
1212-12 13
1213-12 14
12 14
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Chapter

13 Secunity & Safety
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Topic

Dough Press

Skallet (Braising Pan)
Kettle

Deep Fryer

Two Burner Range

Oven and Proofer

Chip Warmer

Mixers

Rethermalizer

Dough Divider

Bag Sealer

Impinger Ovens

Griddle Cleaning

Char Broiler

Makeup and Exhausts
Exhaust Hood Filter s
Knife Maintenance
Cutting Table

Stainless Steel Shelves
Table and Chairs

Water Wall Cleaning
Thermocouple Thermometer
Water Heater

Trash Receptacles

Wall Surfaces

Water Filtration System
Protein Spills

Preventive Maintenance
Light Fixtures, Drop-Ins
Plumbing

Window and Door Frames
Pest Prevention
Restaurant Exterior
Awnings

Sign Faces

Assigning Cleaning Tasks
TOTAL PAGES

Making Your Restaurant a Less Inviting Target

Restaurant Location

Store Design

Lighting

Vistbility

Doors

Safes

Telephones

Robbery Deterrence Signage

Pages

12 14-12 15
1215

12 15
1215-12 16
1216-12 17
1217
1217-12 18
1218
1218-12 19
1219
1219

12 19-12 20
12 20

12 20-12 21
12 21

12 21-12 22

12 22-1223
1223

1223

12 23-12 24
12 24

1224

1225

12 25

12 25-12 26
1226

12 26-12 27
12 27
1227-12 28
12 28-12 30
12 30
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Restaurant Procedures
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Regular Deposits

Cash Counting & Bank Deposits
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Screening Employees/Key Control
Your Restaurant Has Been Broken Into Overmight
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In Case of a Robbery
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STATE SPECIFIC ADDENDA TO FRANCHISE DISCLOSURE DOCUMENT
AND FRANCHISE AGREEMENT

The following modifications are to the COSTA VIDA MANAGEMENT, LLC Franchise Disclosure
Document and may supersede certain portions of the Franchise Agreement dated , 20

The following states have statutes that may supersede the Franchise Agreement in your relationship with us,
mcluding the areas of termunation and renewal of your franchise = ARKANSAS [Stat Section 70-807],
CALIFORNIA [Bus & Prof Code Sections 20000-20043)}, CONNECTICUT [Gen Stat Section 42-133e et seq ],
DELAWARE [Code, Tit 6, Ch 25, Sections 2551-2556], HAWAII [Rev Stat Section 482E-1], ILLINOIS [Rev
Stat 815 ILCS 705/19 and 705/20], INDIANA [Stat Sections 23-2-2 7 and 23-2-2 5], IOWA [Code Sections
523H 1-523H 17], MARYLAND [Maryland Franchise Registration and Disclosure Law, MD Code Ann, Bus
Reg Sections 14-201 to 14-233 (2004 Repl Vol )], MICHIGAN [Stat Section 19 854(27)], MINNESOTA [Stat
Section 80C 14], MISSISSIPPI [Code Section 75-24-51], MISSOURI [Stat Section 407 400], NEBRASKA [Rev
Stat Section 87-401], NEW JERSEY (Stat Section 56 10-1], SOUTH DAKOTA [Codified Laws ChapterSection
37-5BA-51], VIRGINIA [Code 13 1-517-574], WASHINGTON [Code Section 19 100 180], WISCONSIN [Stat
Section 135 03] These and other states may have court decisions that may supersede the Franchise Agreement and
the Area Development Agreement in your relationship with us including the areas of termunation and renewal of
your franchise

Provisions n the Franchise Agreement and the Area Development Agreement that provide for
termination upon your bankruptcy may not be enforceable under federal bankruptcy law (11 US C Section 101

et seq )

CALIFORNIA

The Califorma Franchise Investment Law requires that a copy of all proposed agreements relating to the sale of the
franchise be delivered together with the Disclosure Document

Neither we, nor any person or franchise broker disclosed in Item 2 of the FDD 1s subject to any currently effective
order of any national securities association or national securities exchange, as defined n the Secunties Exchange
Act of 1934, 15 US C A 78a et seq, suspending or expelling these persons from membership 1n this association or
exchange

Cahforma Business and Professions Code Sections 20000 through 20043 provide nghts to you concerning
termination or non-renewal of a franchise If the Franchise Agreement contains a provision that 1s inconsistent with
the law, the law will control

Prospective franchisees are encouraged to consult private legal counsel to determune the apphicability of
Calfornia and federal laws (such as Business and Professions Code Section 20040 5, Code of Civil Procedure
Section 1281, and the Federal Arbitration Act) to any provisions of a franchuse agreement restricting venue to a
forum outside the State of Cahiforma

The Franchise Agreement contamns a covenant not to compete which extends beyond the termination of the
franchise This provision may not be enforceable under California law

The Franchise Agreement requires application of the laws of the State of Utah This provision may not be
enforceable under Califormia law

The following paragraph 1s added to ITEM 19 of tlus Franchise Disclosure Document
1
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The earmings claums figures do not reflect the costs of sales, operating expenses or other
costs or expenses that must be deducted from the gross revenue or gross sales figure to
obtan your net mcome or net profit You should conduct an independent mvestigation of
the costs and expenses you will incur 1n operating your franchised business Franchisees or
former franchisees listed 1n the Franchise Disclosure Document may be one source of this
information

Costa Vida’s Umform Resource Locator (“URL”) address for locating its internet website 1s
http //www costavidanet OUR WEBSITE HAS NOT BEEN REVIEWED OR APPROVED BY THE
CALIFORNIA DEPARTMENT OF CORPORATIONS ANY COMPLAINTS CONCERNING THE CONTENT
OF THIS WEBSITE MAY BE DIRECTED TO THE CALIFORNIA DEPARTMENT OF CORPORATIONS at
WWW COIp ca gov

THE CALIFORNIA SECTION OF THIS ADDENDUM APPLIES ONLY TO FRANCHISEES WHO
ARE RESIDENTS OF CALIFORNIA OR WHO LOCATE THEIR FRANCHISES IN CALIFORNIA

HAWAI

1 The following list reflects the status of our franchise registrations in the states which have
franchise registration and/or disclosure laws

This registration 1s not currently effective 1n any state

This proposed registration 1s on file with or will shortly be on file with the States of Califorma,
Hawan, [llmo1s, Minnesota, New York, North Dakota, South Dakota and Washington

There are no states which have refused, by order or otherwise, to register these franchises
There are no states which have revoked or suspended the night to offer these franchises
2 The Franchise Agreement has been amended as follows

The Hawan Franchise Investment Law provides rights to the franchisee concerning non-renewal,
termination and transfer of the Franchise Agreement If the Franchise Agreement, and more
specifically, Sections 2(C), 13, and 14 contain a provision that is inconsistent with the Hawau
Franchise Investment Law, the Hawan Franchise Investment Law will control

Sections 2(C)(11) and 13(C)(vn) of the Franchise Agreement require you to sign a general
release as a condition of renewal and transfer of the franchise, such release shall exclude claims
ansing under the Hawan Franchise Investment Law

Section 13A(1) of the Franchise Agreement, which terminates the Franchise Agreement upon the
bankruptcy of the franchisee may not be enforceable under federal bankruptcy law (11 USC
Section 101, ef seq )

3 The Receipt Pages are amended to add the following

THIS FRANCHISE WILL BE/HAVE BEEN FILED UNDER THE FRANCHISE INVESTMENT

LAW OF THE STATE OF HAWAINI FILING DOES NOT CONSTITUTE APPROVAL,

RECOMMENDATION OR ENDORSEMENT BY THE DIRECTOR OF COMMERCE AND
2
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CONSUMER AFFAIRS OR A FINDING BY THE DIRECTOR OF COMMERCE AND
CONSUMER AFFAIRS THAT THE INFORMATION PROVIDED HEREIN IS TRUE,
COMPLETE AND NOT MISLEADING

THE FRANCHISE INVESTMENT LAW MAKES IT UNLAWFUL TO OFFER OR SELL ANY
FRANCHISE IN THIS STATE WITHOUT FIRST PROVIDING TO THE PROSPECTIVE
FRANCHISEE, OR SUBFRANCHISOR, AT LEAST SEVEN DAYS BEFORE THE SIGNING
BY THE PROSPECTIVE FRANCHISEE, OF ANY BINDING FRANCHISE OR OTHER
AGREEMENT, OR AT LEAST SEVEN DAYS BEFORE THE PAYMENT OF ANY
CONSIDERATION BY THE FRANCHISEE, OR SUBFRANCHISOR, WHICHEVER OCCURS
FIRST, A COPY OF THE DISCLOSURE DOCUMENT, TOGETHER WITH A COPY OF ALL
PROPOSED AGREEMENTS RELATING TO THE SALE OF THE FRANCHISE

THIS FRANCHISE DISCLOSURE DOCUMENT CONTAINS A SUMMARY ONLY OF
CERTAIN MATERIAL PROVISIONS OF THE FRANCHISE AGREEMENT AND THE
CONTRACT OR AGREEMENT SHOULD BE REFERRED TO FOR A STATEMENT OF ALL
RIGHTS, CONDITIONS, RESTRICTIONS AND OBLIGATIONS OF BOTH THE
FRANCHISOR AND THE FRANCHISEE

THE HAWAII SECTION OF THIS ADDENDUM APPLIES ONLY TO FRANCHISEES WHO
ARE RESIDENTS OF HAWAII OR WHO LOCATE THEIR FRANCHISES IN HAWAII

ILLINOIS

THE FRANCHISE AGREEMENT STATES THAT YOU MUST MEET CERTAIN MINIMUM PERFORMANCE
SALES REQUIREMENTS IF YOU DO NOT MEET THESE REQUIREMENTS YOUR FRANCHISE
AGREEMENT CAN BE TERMINATED BY COSTA VIDA Tlus provision may be affected by Illinois Law, 815
ILCS §§ 705/4 and 705/41

Item 17 of the Disclosure Document and Sections 2C and 14A of the Franchise Agreement are amended, if
required by law, to state

“The conditions under which your franchise can be termunated and your rights upon non-
renewal may be affected by Illinois Law, 815 ILCS §§ 705/19 and 705/20 ”

Item 17 of the Disclosure Document and Sections 17 and 18D and any other choice of law, venue and
Junisdictions provisions mn the Franchise Agreement are amended, 1f required by law, to include the following

“Provisions regarding jurisdiction and venue and choice of law may be affected by [llino1s
law, 815 ILCS §§ 705/4 and 705/41, respectively ”

“Notwithstanding anything 1n this Agreement to the contrary, EXCEPT IF GOVERNED
BY THE FEDERAL ARBITRATION ACT, THE UNITED STATES TRADEMARK
ACT OF 1946 (LANHAM ACT, 15 USC SECTIONS 1051 ET SEQ) OR OTHER
FEDERAL LAW OR MATTERS ARISING UNDER SECTION 4 OF THE ILLINOIS
FRANCHISE DISCLOSURE ACT WHICH SHALL BE GOVERNED THEREBY, THIS
AGREEMENT, THE FRANCHISE AND THE RELATIONSHIP BETWEEN COMPANY
AND FRANCHISEE SHALL BE GOVERNED BY THE LAWS OF THE STATE OF
UTAH, EXCEPT THAT (A) THE UTAH BUSINESS OPPORTUNITY DISCLOSURE
ACT AND ANY OTHER STATE LAW RELATING TO (1) THE OFFER AND SALE
OF FRANCHISES, (2) FRANCHISE RELATIONSHIPS OR (3) BUSINESS
3
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OPPORTUNITIES, SHALL NOT APPLY UNLESS THE APPLICABLE
JURISDICTIONAL REQUIREMENTS ARE MET INDEPENDENTLY WITHOUT
REFERENCE TO THIS PARAGRAPH, and (B) THE ENFORCEABILITY OF THOSE
PROVISIONS OF THIS AGREEMENT WHICH RELATE TO RESTRICTIONS ON
YOUR COMPETITIVE ACTIVITIES WILL BE GOVERNED BY THE LAWS OF THE
STATE IN WHICH YOUR BUSINESS IS LOCATED ”

SPECIFICALLY, PROVISIONS REGARDING JURISDICTION AND VENUE AND
CHOICE OF LAW MAY BE AFFECTED BY ILLINOIS LAW, 815 ILCS §§ 705/4
AND 705/41, RESPECTIVELY, AND RULE SECTION 200 608 OF THE RULES AND
REGULATIONS PROMULGATED PURSUANT TO THE ILLINOIS FRANCHISE
DISCLOSURE ACT

No provision 1n the Disclosure Document or Franchise Agreement shall be construed to mean that you may not
rely on representations 1n the Costa Vida Disclosure Document that we provided to you in connection with the
offer and purchase of your franchise

Section 41 of the Illinois Franchise Disclosure Act states that “any condition, stipulation, or provision purporting
to bind any person acquiring any franchise to waive compliance with any provision of this Act 1s void

THE ILLINOIS SECTION OF THIS ADDENDUM APPLIES ONLY TO FRANCHISEES WHO ARE
RESIDENTS OF ILLINOIS OR WHO LOCATE THEIR FRANCHISES IN ILLINOIS

MARYLAND
The Disclosure Document 1s amended to state

“Costa Vida has not registered the trademark, servicemark/logo in the State of Maryland
You must register the name “Costa Vida Assoctation” as a dba for the entity operating the
franchise 1n the state where the franchise marketing area 1s located ”

Item 17 of the Disclosure Document and Sections 2(C)(11) and 13(C)(vut) of the Franchise Agreement are
amended to state

“Any release signed in connection with the Franchise Agreement 1s not ntended to, nor
shall 1t act as a release, estoppel or waiver of any liability incurred under the Maryland
Franchise Registration and Disclosure Law ™

The Disclosure Document and Sections 17 and 18(D) of the Franchise Agreement are amended to state

“Notwithstanding anything 1n this Agreement to the contrary, EXCEPT IF GOVERNED
BY THE FEDERAL ARBITRATION ACT, THE UNITED STATES TRADEMARK
ACT OF 1946 (LANHAM ACT, 15 USC SECTIONS 1051 ET SEQ) OR OTHER
FEDERAL LAW OR MATTERS ARISING UNDER THE MARYLAND FRANCHISE
REGISTRATION AND DISCLOSURE LAW WHICH SHALL BE GOVERNED
THEREBY, THIS AGREEMENT AND THE RELATIONSHIP BETWEEN YOU AND
US WILL BE GOVERNED BY THE LAWS OF THE STATE OF UTAH, EXCEPT
THAT THE UTAH BUSINESS OPPORTUNITY DISCLOSURE ACT AND ANY
OTHER STATE LAW RELATING TO (1) THE OFFER AND SALE OF FRANCHISES,
(2) FRANCHISE RELATIONSHIPS, OR (3) BUSINESS OPPORTUNITIES, WILL NOT
APPLY UNLESS THE APPLICABLE JURISDICTIONAL REQUIREMENTS ARE MET
4

Exhibit G

20432014 Costa Vida Franchise Disclosure Document
16073751211518103



INDEPENDENTLY WITHOUT REFERENCE TO THIS PARAGRAPH YOU MAY
BRING A LAWSUIT IN MARYLAND FOR CLAIMS ARISING UNDER THE
MARYLAND FRANCHISE REGISTRATION AND DISCLOSURE LAW

“Any claims ansing under the Maryland Franchise Registration and Disclosure Law must
be brought within 3 years after the grant of your franchise ™

“Any limitation of claims provisions shall not act to reduce the three year statute of
limutations afforded a franchisee for bringing a claim ansing under the Maryland
Franchise Registration and Disclosure Law ”

The Disclosure Document and Franchise Agreement are amended as follows

“Any provision 1n the Franchise Agreement restricting junsdiction or venue to a forum
outside of Maryland or requiring the application of the laws of another state 1s void with
respect to a claim arising under the Maryland Franchise Registration and Disclosure
Law ”

“Any claims under the Maryland Franchise Registration and Disclosure law may be
brought 1n the State of Maryland ™

“Pursuant to COMAR 02 02 0816L, the general release required as a condition of
renewal, sale and/or assignment/transfer will not apply to any hability under the Maryland
Franchise Registration and Disclosure: Law ™

“Any provision 1n the Disclosure Document or Franchise Agreement or the agreements
attached as appendices that requires you to disclaim the occurrence and/or acknowledge
the non-occurrence of acts that would constitute a violation of the Maryland Franchise
Regstration and Disclosure Law 1s not intended to nor will 1t act as a release, estoppel or
waiver of any liability incurred under the Maryland Franchise Registration and Disclosure
Law”

“Your acknowledgement and representations are not intended to nor shall they act as a
release, estoppel or waiver of any liability incurred under the Maryland Franchise
Registration and Disclosure Law ”

THE MARYLAND SECTION OF THIS ADDENDUM APPLIES ONLY TO FRANCHISEES WHO ARE
RESIDENTS OF MARYLAND OR WHO LOCATE THEIR FRANCHISES IN MARYLAND

MICHIGAN

THE STATE OF MICHIGAN PROHIBITS CERTAIN UNFAIR PROVISIONS THAT ARE SOMETIMES
IN FRANCHISE DOCUMENTS IF ANY OF THE FOLLOWING PROVISIONS ARE IN THESE
FRANCHISE DOCUMENTS, THE PROVISIONS ARE VOID AND CANNOT BE ENFORCED AGAINST
YOU

Each of the following provisions 1s void and unenforceable if contamned in any documents relating to a franchise

(a) A prohibition on your nght to join an association of franchisees
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(b)

©

(d)

(©

®

(2

(h)

1073751-211518103

A requirement that you assent to a release, assignment, novation, waiver, or estoppel which
deprives you of nghts and protections provided in thus act This shall not preclude you, after
entering nto a Franchise Agreement, from settling any and all claims

A provision that permuts us to termunate a franchise before the expiration of 1ts term except for
good cause Good cause shall include your failure 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 1n no event need be more than 30 days, to cure such failure

A provision that permuts us to refuse to renew your franchise without fairly compensating you by
repurchase or other means for the fair market value at the: time of expiration of your inventory,
supplies, equipment, fixtures, and furmshings Personalized matenials which have no value to us
and mventory, supplies, equipment, fixtures, and furmshings not reasonably requred mn the
conduct of the franchise business are not subject to compensation This subsection applied only 1f
(1) the term of the franchise 1s less than 5 years and (1) you are 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 1n the
same area subsequent to the expiration of the franchise or you do not receive at least 6 months
advance notice of our intent not to renew the franchise

A provision that permits us 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

A provision requiring that arbitration or litigation be conducted outside this state This shall not
preclude you from entering into an agreement, at the time of arbitration, to conduct arbitration at a
location outside this state

A provision which permuts a us to refuse to permut a transfer of ownership of a franchise, except
for good cause This subdivision does not prevent us from exercising a nght of first refusal to
purchase the franchise Good cause shall include, but 1s not limited to

® The failure of the proposed transferee to meet our then-current reasonable qualifications or
standards
() The fact that the proposed transferee 1s a competitor of us or our subfranchisor

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

() You or your proposed transferee’s failure to pay any sums owing to us or to cure any
default in the Franchise Agreement existing at the time of the proposed transfer

A provision that requires you to resell to us items that are not uniquely 1dentified with us This
subdivision does not prohibit a provision that grants to us a night 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 us the night to
acquire the assets of a francluse for the market or appraised value of such assets if you have
breached the lawful provisions of the Franchise Agreement and have failed to cure the breach in
the manner provided m subdivision (c)
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0] A provision which permuts us to directly or indirectly convey, assign, or otherwise transfer our
obligattons to fulfill contractual obligations to you unless provision has been made for providing
the required contractual services

THE FACT THAT THERE IS A NOTICE OF THIS OFFERING ON FILE WITH THE ATTORNEY
GENERAL DOES NOT CONSTITUTE APPROVAL, RECOMMENDATION, OR ENDORSEMENT BY
THE ATTORNEY GENERAL

ESCROW REQUIREMENTS (IF ANY)

Any questions regarding this notice should be directed to

State of Michigan
Department of Attorney General
Consumer Protection Division
Attn Franchise
670 Law Building
Lansing, Michigan 48913
Telephone Number (517) 373-7117

THE MICHIGAN SECTION OF THIS ADDENDUM APPLIES ONLY TO FRANCHISEES WHO ARE
RESIDENTS OF MICHIGAN OR WHO LOCATE THEIR FRANCHISES IN MICHIGAN

MINNESOTA

If requred by law, the Disclosure Document, Franchise Agreement, and Area Development Agreement are
modified as follows

Any release signed m connection with the Franchise Agreement shall not apply to any
claims ansing under Minnesota Statutes 1973 Supplement, Sections 80C 01 to 80C 22,
providing that a franchisee cannot be required to assent to a release, assignment, or
waiver that would relieve any person from habihity imposed by such statutes, provided,
however that this shall not bar the voluntary settlement of disputes

With respect to the franchises governed by Minnesota law, we will comply with
Minnesota Statutes Sec 80C 14, subdivisions 3, 4 and 5 which require, except 1n certain
specific cases, that we give you 90 days’ notice of termunation (with 60 days to cure) and
180 days’ notice for non-renewal of the franchise agreement If Franchisor fails to give
notice, the Franchise Agreement shall remam in effect from month to month until
Franchisor has given the required notice

Minnesota Statutes Sec 80C 21 and Mmnesota Rule 2860 4400J prohibit us from
requiring litigation to be conducted outside Minnesota In addition, nothing m the
Disclosure Document or Franchise Agreement can abrogate or reduce any of your rights
as provided for in Minnesota Statutes, Chapter 80C, or your rights to a jury tnal or any
procedure, forum, or remedies provided for by the laws of the jurisdiction

Minnesota Rule 2860 4400J also prohibits us from asking you to consent to the
Franchisor obtaiming imjunctive relief We may merely seek mjunctive relief Also, 1t 1s
up to a court to determune 1f a bond 1s required

7
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Provided that you are in compliance with the terms and conditions of the Franchise
Agreement, we will comply with Minnesota Statutes Sec 80C 12, Subd 1(g) which
requires that the franchisor protect the franchisee’s right to use the trademarks, service
marks, tradenames, logotypes or other commercial symbols and/or indemmnify the
franchisee from any loss, costs or expenses arising out of any claim, suit or demand
regarding the use of the name

We will also comply with the requirements of Minnesota Statutes Sec 80C 17, Subd 5,
which requires that any action commenced under Section 80C 17 be commenced within 3
years after the cause of action accrues

THE MINNESOTA SECTION OF THIS ADDENDUM APPLIES ONLY TO FRANCHISEES WHO
ARE RESIDENTS OF MINNESOTA OR WHO LOCATE THEIR FRANCHISES IN MINNESOTA

NEW YORK

The cover page of the Disclosure Document will be supplemented with the following, inserted at the bottom of the
cover page

REGISTRATION OF THIS FRANCHISE BY NEW YORK STATE DOES NOT
MEAN THAT THE STATE RECOMMENDS IT OR HAS VERIFIED THE
INFORMATION IN THIS DISCLOSURE DOCUMENT IF YOU LEARN THAT
ANYTHING IN THIS DISCLOSURE DOCUMENT IS UNTRUE, CONTACT THE
FEDERAL TRADE COMMISSION AND THE NEW YORK STATE
DEPARTMENT OF LAW, 120 BROADWAY, NEW YORK, NEW YORK 10271-
0332 INFORMATION COMPARING FRANCHISORS IS AVAILABLE CALL
THE STATE ADMINISTRATORS LISTED IN EXHIBIT A OR YOUR PUBLIC
LIBRARY FOR SOURCES OF INFORMATION

WE MAY, IF WE CHOOSE, NEGOTIATE WITH YOU ABOUT ITEMS
COVERED IN THE PROSPECTUS HOWEVER, WE CANNOT USE THE
NEGOTIATING PROCESS TO PREVAIL UPON YOU TO ACCEPT TERMS
WHICH ARE LESS FAVORABLE THAN THOSE SET FORTH IN THIS
PROSPECTUS

As a supplement to the information disclosed 1n this Disclosure Document, the following additional paragraphs
are added

1 Except as disclosed 1n Item 3 of the Disclosure Document, neither we, our predecessors,
Affiliates or any person 1dentified 1n Item 2 of this Disclosure Document

A Has any administrative, cnnminal or matenal civil action (or a sigmficant number of
civil actions irespective of matertality) pending agamnst 1t or hum alleging a
violation of any franchise law, securities law, fraud, embezzlement, fraudulent
conversion, restraint of trade, unfair or deceptive practices, misappropriation of
property or comparable allegations

B Has been convicted of a felony or pleaded nolo contendere to a felony charge or within
the ten year pertod immediately preceding the application for registration, been

8
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convicted of a misdemeanor or pleaded nolo contendere to a misdemeanor charge
or been held liable in a civil action by final judgment or been the subject of a
material complaint or other legal proceeding 1f such misdemeanor conviction or
charge or civil action, complamnt or other legal proceeding involved violation of
any franchise law, securities law, fraud, embezzlement, fraudulent conversion,
restraint of trade, unfair or deceptive practices, misappropnation of property or
comparable allegations

C Is subject to any currently effective injunctive or restrictive order or decree relating to
franchises or under any federal, state, or Canadian franchise, securities, antitrust,
trade regulation, trade practice law, or any national securities association or
national securities exchange (as defined in the Securities and Exchange Act of
1934) suspending or expelling such person from membership 1n such association
or exchange as a result of a concluded or pending action or proceeding brought
by a public agency

2 Except as disclosed in Item 4 of the Disclosure Document, during the ten year period
immediately preceding the date of tlus Disclosure Document, neither we, our
predecessors, Affihiates or any person 1dentified in Item 2 of this Disclosure Document
has been adjudged bankrupt or reorganized due to insolvency or been a principal officer
of any company or a general partner in any partnership at or within 1 year of the time
that such company or partnership was adjudged bankrupt or reorgamzed due to
mnsolvency or 1s otherwise subject to any pending bankruptcy or reorgamzation
proceeding

3 You will not be required to indemmfy us for any claims arising out of a breach of the
Franchise Agreement by us or other civil wrongs commutted by us

4 We will not assign any of our rights under the Franchise Agreement except to an assignee who,
m our good faith judgment, 1s willing and able to assume our obligations under the
Franchise Agreement

5 Any release signed in connection with the Franchise Agreement 1s subject to the proviso that all
rights enjoyed by you and any causes of action arising n your favor from the provisions
of Article 33 of the General Business Law of the State of New York and the regulations
1ssued thereunder shall remain n force, 1t being the intent of this proviso that the non-
warver provisions of Sections 687 4 and 687 5 of the General Business Law of New York
State be satisfied

6 You may terminate the Franchise Agreement and any ancillary agreements upon any other
grounds available by law

7 The summary 1n Items 17 w , Choice of Law, 1s amended to state the following
Utah law applies unless governed by applicable federal law The foregoing choice of law
should not be considered a waiver of any right conferred upon the franchisor or upon

Franchisee by the General Business Law of the State of New York

The following modifications are made to the Franchise Agreement
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1 The following sentence 1s added to the end of Section 4(E) “Franchisor will make no changes
to the Operations Manual that would impose an unreasonable economuc burden on
Franchisee or unreasonably increase Franchisee’s obligations ”

2 Section 13A 1s amended by adding the following to the end of that Section ‘“However,
Franchisor will make no transfer or assignment except to a transferee or an assignee who,
in our good faith judgment, 1s willing and able to assume Franchisor’s obligations under
this Agreement ”

3 The following 1s added at the end of Sections 2(C)(11) and 13(C)(vn) “, provided, however,
that any release shall not apply to any claims anising under the provisions of Article 33 of
the General Business Law of the State of New York ”

4 The following 1s added to the end of the first sentence of Section 16(B) ‘Notwithstanding the
foregoing, Franchisee will not be required to indemmfy Franchisor for any claims arising
out of a breach of the Agreement by us or other civil wrongs of us ”

5 The following 1s added to the end of Section 18(E) “Franchisor will seek no 1ssuance of
injunctive relief which would violate New York General Business Law Section 687 5

6 The following sentence 1s added to the end of Sections 17 and 18(D) of the Franchise
Agreement, and to and any other choice of law provisions appearing n any related
documents attached as exhibits or appendices to the Franchise Agreement that are
deemed to be 1n violation of New York law “The choice of law provisions 1n this
Section should not be considered a waiver of any nght conferred upon Franchisor or
upon the Franchisee by Article 33 of the General Busmess Law of the State of New
York ”

THE NEW YORK SECTION OF THIS ADDENDUM APPLIES ONLY TO FRANCHISEES WHO ARE
RESIDENTS OF NEW YORK OR WHO LOCATE THEIR FRANCHISES IN NEW YORK

NORTH DAKOTA

Sections of the Disclosure Document and Franchise Agreement providing for resolution of disputes to be outside
North Dakota may not be enforceable under Section 51-19-09 of the North Dakota Franchise Investment Law, and
are amended accordingly if required by law

Sections of the Disclosure Document and Franchise Agreement relating to choice of law, may not be enforceable
under Section 51-19-09 of the North Dakota Franchise Investment Law, and are amended accordingly 1f required by
law

Sections of the Disclosure Document and Franchise Agreement requiring you to sign a general release upon
renewal of the Franchise Agreement may not be enforceable under Section 51-19-09 of the North Dakota Franchise
Investment Law, and are amended accordingly 1f required by law

Sections of the Disclosure Document and Franchise Agreement stipulating that you shall pay all costs and expenses
incurred by us in enforcing the Franchise Agreement may not be enforceable under Section 51-19-09 of the North
Dakota Franchise Investment Law, and are amended accordingly 1f required by law

Sections of the Franchise Agreement requinng you to consent to a waiver of trial by jury may not be enforceable
under Section 51-19-09 of the North Dakota Franchise Investment Law, and are amended 1f required by law
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Sections of the Franchise Agreement requiring you to consent to a waiver of exemplary and punitive damages may
not be enforceable under Section 51-19-09 of the North Dakota Franchise Investment Law, and are amended 1f
required by law

THE NORTH DAKOTA SECTION OF THIS ADDENDUM APPLIES ONLY TO FRANCHISEES WHO
ARE RESIDENTS OF NORTH DAKOTA OR WHO LOCATE THEIR FRANCHISES IN NORTH
DAKOTA

RHODE ISLAND

§ 19-28 1-14 of the Rhode Island Franchise Investment Act provides that “A provision 1n a franchise agreement
restricting jurisdiction or venue to a forum outside this state or requiring the application of the laws of another
state 1s void with respect to a claim otherwise enforceable under this Act” The Disclosure Document and
Franchise Agreement are amended accordingly if required by law

THE RHODE ISLAND SECTION OF THIS ADDENDUM APPLIES ONLY TO FRANCHISEES WHO
ARE RESIDENTS OF RHODE ISLAND OR WHO LOCATE THEIR FRANCHISES IN RHODE
ISLAND

VIRGINIA

Pursuant to § 13 1-564 of the Virgima Retail Franchising Act, 1t 1s unlawful for a franchisor to use
undue influence to induce a franchisee to surrender any nght given to him under the franchise If any provision
of the Franchise Agreement or the Area Development Agreement involves the use of undue influence by the
franchisor to induce a franchisee to surrender any nghts given to him under the franchise, that provision may
not be enforceable

Pursuant to Section 13 1-564 of the Virgimia Retail Franchising Act, 1t 1s unlawful for a franchisor to
cancel a franchise without reasonable cause If any grounds for default or termuination stated in the Franchise
Agreement or the Area Development Agreement does not constitute “reasonable cause”, as that term may be
defined 1n the Virgimia Retail Franchising Act or the laws of Virginia, that provision may not be enforceable

THE VIRGINIA SECTION OF THIS ADDENDUM APPLIES ONLY TO FRANCHISEES WHO
ARE RESIDENTS OF VIRGINIA OR WHO LOCATE THEIR FRANCHISES IN VIRGINIA

WASHINGTON

In any arbitration involving a franchise purchased in Washington, the arbitration site shall be either 1n the state
of Washington, or 1n a place mutually agreed upon at the time of the arbitration, or as determined by the
arbitrator, 1f required by Washington law

In the event of a conflict of laws, the provisions of the Washington Franchise Investment Protection Act,
Chapter 19 100 RCW, shall prevail

A release or waiver of nghts signed by you shall not include rights under the Washington Franchise Investment
Protection Act except when signed pursuant to a negotiated settlement after the agreement 1s n effect and where
the parties are represented by independent counsel Provisions such as those which unreasonably restrict or imit
the statute of limitations period for claims under the Act, or nghts or remedies under the Act may not be
enforceable and are amended 1f required by law
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Transfer fees are collectable 1f that they reflect our reasonable estimated or actual costs 1n effecting a transfer, 1f
required by Washington law

In addition to the nghts and responsibilities enumerated 1n the Disclosure Document and Franchise Agreement
concerning termination and non-renewal, Washington State residents have certain rights under the Washington
Franchise Investment Protection Act

THE WASHINGTON SECTION OF THIS ADDENDUM APPLIES ONLY TO FRANCHISEES WHO
ARE RESIDENTS OF WASHINGTON OR WHO LOCATE THEIR FRANCHISES IN WASHINGTON

WISCONSIN
Item 17 of the Disclosure Document is amended to add the following

The Wisconsin Fair Dealership Law Title XIV-A Ch 135, Section 135 01-135 07 may affect the
termunation provision of the Franchise Agreement

THE WISCONSIN SECTION OF THIS ADDENDUM APPLIES ONLY TO FRANCHISEES WHO ARE
RESIDENTS OF WISCONSIN OR WHO LOCATE THEIR FRANCHISES IN WISCONSIN

12
Exhibit G
26432014 Costa Vida Franchise Disclosure Document
+073754211518103



ACKNOWLEDGMENT

It 1s agreed that the applicable foregoing state law addendum, if any, supersedes any inconsistent portion of the
Franchise Agreement dated the day of , 20, and of the Franchise Disclosure
Document Except 1n the State of Maryland, this State Addenda applies only 1if required by applicable state law

DATED this day of ,20

FRANCHISOR
COSTA VIDA MANAGEMENT, LLC

By
Title

FRANCHISEE

By
Title

By
Title

(MUST BE SIGNED BY ALL OWNERS AND MANAGERS OF AN ENTITY FRANCHISEE)
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EXHIBIT H
DEFINITIONS

The terms listed below have the meanings which follow them and include the plural as well as the singular
Other terms are defined elsewhere 1n the Franchise Agreement and Area Development Agreement in the context
in which they anse

“ADA Application” — The area development agreement application submutted to us by you and/or your
Owners

“Affihate” — Any person or entity that directly or indirectly owns or controls the referenced party, that 1s
directly or indirectly owned or controlled by the referenced party, or that is under common control with the
referenced party The term “control” means the possesston, directly or indirectly, of the power to direct or
cause the direction of the management and policies of an entity, whether through ownership of voting
securities, by contract or otherwise

“Alternative Approved Supplier” — Any supplier who has been proposed by you or by another franchisee to
manufacture or provide products or Ingredients and who has been approved by us to do so n accordance
with the terms of this Agreement

“Approved Supplier” — Any supplter, including us, an Affiliate of ours or an independent third party, whom
we authorize to manufacture or provide products, services or Licensed Ingredients

“Competitive Business” — Any retail food establishment (including any restaurant) in which any of the
following categories constitutes more than 20% of 1ts revenues or 20% of its menu (1) bumtos, tacos,
quesadillas, or (2) Latin American, Central American, or Mexican food, desserts, or beverages of any kind,
as well as any business that manufactures, wholesales, and/or distributes Latin American, Central
Amernican, or Mexican food, desserts, or beverages of any kind, including tortillas and salsas Restrictions
in this Agreement on competitive activities do not apply to (a) the ownership or operation of other Costa
Vida Restaurants that are licensed or franchised by us or any of our Affiliates, or (b) the ownership of
shares of a class of secunties that are histed on a public stock exchange or traded on the over-the-counter
market and that represent less than five percent (5%) of that class of securities

“Confidential Information” — Our propnetary and confidential information relating to the development and
operation of Costa Vida Restaurants, including (1) Operations Manual, (2) ingredients, recipes, and
methods of preparatton and presentation of authorized food and products, (3) site selection critenia for
Costa Vida Restaurants and plans and specifications for the development of Costa Vida Restaurants, (4)
sales, marketing, and advertising programs and techmiques for Costa Vida Restaurants, (5) identity of
suppliers and knowledge of specifications, processes, procedures, and equipment, and pricing of authorized
food products, matenals, supplies, and equipment, (6) knowledge of operating results and financial
performance of Costa Vida Restaurants, other than Costa Vida Restaurants you own, (7) methods of
inventory control, storage, product handling, training and management relating to Costa Vida Restaurants,
(8) computer systems and software programs used or useful in Costa Vida Restaurants, and (9) any and all
other information that we provide you that 1s labeled proprietary or confidential

“Controlling Interest” — An interest, the ownership of which empowers the holder to exercise a controlling
influence over the management, policies or personnel of an Entity Ownership of 10% or more of the
equity or voting securities of a corporation, Iimited liability company or lumted liability partnership or
ownership of any general partnership interest in a general or limited partnership will be deemed

1
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conclusively to constitute a Controlling Interest in the corporation, limited hability company, or
partnership, as the case may be

“Copyrights” — Works of authorship and other categories of work entitled to copyright protection that we
license for use in connection with the operation of Costa Vida Restaurants and for which we or any of our
Affiliates claim copyright protection

“Costa Vida Products” — Products approved or required by us or our Affilhates for sale at or from Costa
Vida Restaurants, mcluding Mexican and southwestern cuisine, other food items, beverages, clothing,
accessories, and other products approved by us or our Affiliates, provided that we have the right to modify
and/or discontinue the use of the foregoing products at any time and include additional or substitute
products

“Costa Vida Restaurants” — Restaurants featuring Mexican fare with a custom prepared-to-order food
service counter, or any other outlet selling any Costa Vida Products for on- or off-premises consumption
and services, all as designated by us and developed and operated with our approval and consent, which we,
or any of our Affiliates, own, operate or franchise and which use the Marks and the System

“Designated Supplier” — Any supplier, including us, an Affihate of ours or an independent third party,
whom we authonze to manufacture Proprietary Ingredients and products

“Designated Marketing Area” or “DMA” — Each Costa Vida Restaurant shall be assigned to a particular
Costa Vida marketing area based on television market designations which are determined by the latest TV
viewmg and other media usage patterns for a particular area Nielsen Media Research, a leading national
media company, studies each county, determunes which TV stations are predominately watched by the
people hving there, and assigns each county to the DMA from which the most watched TV stations
origmate  Costa Vida Restaurants in each DMA may be assigned to a specific DMA Marketing
Cooperative

“Entity” — A corporation, general partnership, joint venture, lmited partnership, limuted liability
partnership, limited hiability company, trust, estate or other business entity

“Entity Owner” or “Principal Owner” or “Owner” — With respect to an Entity, any shareholder owning
directly or beneficially 10% or more of any class of securities of the Entity, any general partner or co-
venturer in the Entity, any partner in a himiuted lLiability partnership or member in a hmited hability
company owning directly or beneficially 10% or more of the ownership interests in the ltmted habihty
partnership or himuted liability company, the trustees or admumistrators of any trust or estate, and any
beneficiary of a trust or estate owning, directly or beneficially, 10% or more of the interests mn the trust or
estate If any Entity Owner within the scope of this definition 1s itself an Entity (including an Entity
Owner that 1s an Entity Owner because of this sentence), the terms “Entity Owner” and “Principal Owner”
also include Entity Owners and Principal Owners (as defined in the preceding sentence) in the Entity It 1s
the mtent of this defimtion to “trace back” and include within the definition of Entity Owner and Principal
Owner all natural persons owning the requisite mterests to quahify as Entity Owners or Principal Owners

“Gross Revenues” — The aggregate amount of all sales of food, beverages, and other products and
merchandise sold and rendered at the Premmuses or otherwise rendered in connection with your Restaurant or
your use of the Marks, including monies derived from sales at or away from your Restaurants, whether for
cash or credit, but excluding (1) all federal, state, or municipal sales or service taxes collected from
customers and paid to the appropriate taxing authonties, and (2) all customer refunds and adjustments and
promotional discounts made by your Restaurant
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“Immediate Famuly” — Spouse, parents, brothers, sisters, and children, whether natural or adopted

“Ingredients” — Spices and other ingredients from which the distinctive food products are made for Costa
Vida Restaurants

“Intellectual Property” — The Copyrights, Marks, and Patents

“Internet” — All communications between computers and between computers and television, telephone,
facsimule and similar communications devices, including the World Wide Web, proprietary online services,
email, news groups, RSS feeds, and electronic bulletin boards

“Licensed Ingredients” —  Those ingredients we periodically authonze to be produced by Approved
Suppliers

“LMF” — The Local Marketing Fund
“MAC” — The Marketing Advisory Council
“MAF” — The Marketing Administration Fee

“Marks” —-The trademarks, trade names, service marks, logos and other commercial symbols which we
authorize franchisees to use to 1dentify Costa Vida Products and/or services offered by Costa Vida
Restaurants, including the trademarks and service marks COSTA VIDA™ and COSTA VIDA FRESH
MEXICAN GRILL™ and the Trade Dress (defined below) and the goodwill associated therewith, provided
that we have the nght to modify and/or discontinue the use of these trademarks, trade names, service
marks, logos and other commerctal symbols and the Trade Dress, and establish, in the future, additional or
substitute trademarks, trade names, service marks, logos, commercial symbols or Trade Dress

“MSA” — A metropolitan statistical area, as determined by the U S Census Bureau
“NMF” — Our National Marketing Fund

“Operating Partner” — The individual you so designate in Exlubit C to the Franchise Agreement and any
replacement thereof approved by us

“Operations Manual” — All information for the development, establishment and operation of a Costa Vida
Restaurant which contains any mandatory or suggested standards, specifications or operating procedures,
whether such information 1s commumicated in wrniting, electronically (such as in bulletins, updates,
guidelines, newsletters, emails, videotapes, audio tapes, compact discs, computer diskettes, CD-ROMs,
presentations, limited access intranet sites, portable storage media, and alternative or supplemental means
of communicating information by other media), all as supplemented and amended periodically, including
information with respect to training, management, quality assurance, health, safety, recruitment, securnty,
site selection, site approval processes, standards, customer services, owner’s manuals, training manuals,
approved suppliers, and operating system manuals

“Owner” — Each person or entity that has a direct or indirect legal or beneficial ownership interest in you,
if you are a business corporation, partnership, limited hability company, or other legal entity

“Patents” — The current and future patents and patent applications, 1f any, that cover business methods,
processes, products, structures, equipment, and designs that we license for use in connection with the
operation of Costa Vida Restaurants
3
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“Personnel” — All persons employed by you in connection with the development, management, or operation
of your Restaurant, including persons in general and district management positions for your Costa Vida
Restaurants, general managers, prep cooks, assistant managers, team tramners, shift supervisors, hourly
associates, and all other persons who work 1n or for your Restaurant

‘ Personal Profile” — The personal, financial, business, and other information relating to you and your
Owners 1n our personal profile form(s) which you and your Owners have completed and submutted to us
before or together with the ADA Application

“POS” — Point-of-Sales System

“Reporting Period” — A one week period from 12 00 am, MST on Monday to 11 59 pm, MST on
Sunday

“Restricted Person” — You, each of your Entity Owners, 1f you are an Entity, and the spouses, natural and
adopted children, and siblings of any of you and your Entity Owners

“System,” “System Standards” or “Costa Vida System” — The business formats, signs, equipment,
methods, procedures, designs, layouts, specifications, and arrangements for developing and operating Costa
Vida Restaurants, which include the Marks, Trade Dress, building design and layouts, equipment,
ingredients, recipes, methods of preparation and specifications for authorized food products, traning,
methods of inventory control and certain operating and business standards and policies, all of which we
may improve, further develop or otherwise modify periodically

“Trade Dress” means the designs, color schemes, decor and images which we authorize and require our
franchisees to use 1n the development and operation of Costa Vida Restaurants, which we or our Affiliates
have the right to revise and further develop at any time

“Transfer of the Development Rights” — or similar words — The voluntary, involuntary, direct or indirect
sale, assignment, transfer, license, sublicense, sublease, collateral assignment, grant of a securty, collateral
or condittonal interest, inter-vivos transfer, testamentary disposition or other disposition of this Agreement,
of any interest in or right under this Agreement, or any form of ownership interest in Area Developer,
revenues or mncome of your Restaurant including (1) any transfer, redemption or 1ssuance of a legal or
beneficial ownership interest in the capital stock of, membership of, or a partnership interest in, Area
Developer or of any interest convertible to or exchangeable for capital stock of, membership of or a
partnership interest in, Area Developer, (2) any merger or consolidation Area Developer, whether or not
Area Developer 1s the surviving entity, (3) any transfer in, or as a result of, a divorce, insolvency,
corporate, limuted liability company or partnership dissolution proceeding or otherwise by operation of law,
(4) any transfer upon death of Area Developer or the death of any Principal Owners of Area Developer by
will, declaration of or transfer 1n trust or under the laws of interstate succession

“Transfer the Franchise” — or similar words — The voluntary, involuntary, direct or indirect sale,
assignment, transfer, license, sublicense, sublease, collateral assignment, grant of a security, collateral or
conditional interest, inter-vivos transfer, testamentary disposition or other disposition of this Agreement, of
any mterest i or right under this Agreement, or any form of ownership interest in you or the assets,
revenues or income of your Restaurant including (1) any transfer, redemption or 1ssuance of a legal or
beneficial ownership interest 1n the capital stock of, membership of, or a partnership interest in, you or of
any nterest convertible to or exchangeable for capital stock of, membership of or a partnership interest 1n,
Franchisee, (2) any merger or consolidation between you and another entity, whether or not you are the
surviving entity, (3) any transfer in, or as a result of, a divorce, insolvency, corporate, lmited liability
4
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company or partnership dissolution proceeding or otherwise by operation of law, (4) any transfer upon your
death or the death of any of your Principal Owners by will, declaration of or transfer in trust or under the
laws of interstate succession, or (5) any foreclosure upon your Restaurant or the transfer, surrender or loss
by you of possession, control or management of your Restaurant

“Your Restaurant” — The Costa Vida Restaurant operated by you under a Franchise Agreement
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RECEIPT

This Disclosure Document summarizes certain provistons of the Franchise Agreement and other imnformation in
plamn language Read this Disclosure Document and all agreements carefully

If Costa Vida Management, LLC offers you a franchise, Costa Vida must provide this Disclosure Document to
you 14 calendar days before you sign a binding agreement with, or make a payment to Costa Vida or an affiliate
in connection with the proposed franchise sale, or sooner 1f required by applicable state law

New York and Rhode Island law requires a franchisor to provide the Franchise Disclosure Document
at the earlier of the first personal meeting or 10 business days before the execution of the franchise or
other agreement or the payment of any consideration that relates to the franchise relationship

Michigan and Washington require that we give you this Disclosure Document at least 10 business days
before the execution of any binding franchise or other agreement or the payment of any consideration,
whichever occurs first

If Costa Vida does not dehver this Disclosure Document on tume or 1f 1t contains a false or misleading statement,
or a matenal omussion, a violation of federal and state law may have occurred and should be reported to the
Federal Trade Commussion, Washington, D C 20580 and the appropnate state administrator listed in Exhubit A

The name, principal business address and telephone number of the franchise seller offering the franchise 1s

Sean Collins, Jasen-SteweTerry Jennings, and Scott Jenkins, 2989 West Maple Loop Drive, Suite 100, Lehi, Utah
84043

(801) 797-2374

Issuance Date March 827, 20432014

=0y =

Costa Vida authonzes the agent listed in Exhibit A to receive service of process for Costa Vida 1n your state

I received a Disclosure Document dated March 827, 26422014 that included the following Exhibits
Exhibit A Schedule of State Adminustrators and Agents For Service of Process

Exhibit B List of Franchisees and Former Franchisee

Exhibit C Costa Vida Franchise Agreement, including the following Exhibits

Exhibit A Acknowledgement Addendum

Exhibit B Ownership Addendum

Exhibit C Guaranty

Exhibit D Lease Addendum

Exhibit E Confirmation of Term Commencement Date

Exhibit F Investor personal Covenants Regarding Confidentiality & Non-Competition
Exhibit G Authorization Agreement For Prearranged Payments

Exhibit H Site Selection Addendum

Exhibat 1 Assignment of Telephone Number(s)
Exhibit J SBA Addendum
Exhibit K State Specific Addenda
Exhibit D Costa Vida Area Development Agreement, including the following Exhibits

Exhibit A Development Area and Schedule

Exhibit A-1  Development Area Map

Exhibit B Area Developer and Its Owners Ownership Addendum
Exhibit C Guaranty
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Exhibit E
Exhibit F

Exhibit G
Exhibit H
Exhbit I

There are t

Extibit D Investor Personal Covenants Regarding Confidentiality and Non-Competition
Exhibit E State Specific Addenda

Costa Vida Operations Manual Table of Contents

Audited Financial Statements for the fiscal years ended December 31, 20482011, December 31,

2042012 and December 31, 20422013

State Specific Addenda

Defimtions

Receipts

hree available options for you to acknowledge receipt of this Disclosure Document It 1s necessary for

you to select one of the options, by signing and dating this receipt and checking the appropriate box, and then

follow the

mnstructions required by the option you select

Option 1 Please print, sign, and return to us via first class mail a paper copy of this receipt, at the
address on the state cover page of the Disclosure Document

Option 2 Please print, sign, and transmut to us this receipt via facsimule at the fax number listed on
the state cover page of the Disclosure Document

Option 3 Please print, sign, scan and email to us this receipt to the email address listed on the state
cover page of the Disclosure Document

Date Date
Signature of Prospective Franchisee Signature of Prospective Franchisee
Print Name Print Name

[OUR COPY]
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RECEIPT

This Disclosure Document summarizes certain provisions of the Franchise Agreement and other information in
plamn language Read this Disclosure Document and all agreements carefully

If Costa Vida Management, LLC offers you a franchise, Costa Vida must provide this Disclosure Document to
you 14 calendar days before you sign a binding agreement with, or make a payment to Costa Vida or an affihate
in connection with the proposed franchise sale, or sooner if required by applicable state law

New York and Rhode Island law requires a franchisor to provide the Franchise Disclosure Document
at the earlier of the first personal meeting or 10 business days before the execution of the franchise or
other agreement or the payment of any consideration that relates to the franchise relationship

Michigan and Washington require that we give you this Disclosure Document at least 10 business days
before the execution of any binding franchise or other agreement or the payment of any consideration,
whichever occurs first

If Costa Vida does not deliver this Disclosure Document on time or 1f 1t contains a false or misleading statement,
or a material omussion, a violation of federal and state law may have occurred and should be reported to the
Federal Trade Comnusston, Washington, D C 20580 and the appropriate state administrator listed in Exhibit A

The name, principal business address and telephone number of the franchise seller offering the franchise 1s

Sean Collins, Jasen-SteweTerry Jennings and Scott Jenkins, 2989 West Maple Loop Drnive, Suite 100, Lehi, Utah
84043

(801) 797-2374

Issuance Date March 827, 204352014
Atnended—Apet 262013

Costa Vida authorizes the agent listed in Exhibit A to receive service of process for Costa Vida 1n your state

I recerved a Disclosure Document dated March 827, 20432014 that included the following Exhibits
Exhibit A Schedule of State Admimstrators and Agents For Service of Process

Exhibit B List of Franchisees and Former Franchisee

Exhibit C Costa Vida Franchise Agreement, including the following Exhibits

Exhibit A Acknowledgement Addendum
Exhibit B Ownership Addendum
Exhibit C Guaranty

Exhibit D Lease Addendum

Exhibit E Confirmation of Term Commencement Date
Exhibit F Investor personal Covenants Regarding Confidentiality & Non-Competition
Extubit G Authorization Agreement For Prearranged Payments
Exhibit H Site Selection Addendum
Exhibit I Assignment of Telephone Number(s)
Exhibit J SBA Addendum
Exhibit K State Specific Addenda
Exhibit D Costa Vida Area Development Agreement, including the following Exhibits

Exhibit A Development Area and Schedule
Exhibit A-1  Development Area Map
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Exhibit E
Exhibit F

Exhibit G
Exhibit H
Exhibit I

Exhibit B Area Developer and Its Owners Ownership Addendum
Exhibit C Guaranty
Exhibit D Investor Personal Covenants Regarding Confidentiality and Non-Competition
Exhibit E State Specific Addenda
Costa Vida Operations Manual Table of Contents
Audited Financial Statements for the fiscal years ended December 31, 20402011, December 31,
20H2012 and December 31, 26422013
State Specific Addenda
Definitions
Receipts

There are three available options for you to acknowledge receipt of this Disclosure Document It 1s necessary for
you to select one of the options, by signing and dating this receipt and checking the appropnate box, and then
follow the instructions required by the option you select

Option 1 Please print, sign, and return to us via first class mail a paper copy of this receipt, at the
address on the state cover page of the Disclosure Document

Option 2 Please print, sign, and transmut to us this receipt via facsimile at the fax number listed on
the state cover page of the Disclosure Document

Option 3 Please print, sign, scan and email to us this receipt to the email address listed on the state
cover page of the Disclosure Document

Date Date
Signature of Prospective Franchisee Signature of Prospective Franchisee
Print Name Print Name

[YOUR COPY]
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