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Mediterranean Cuisine Franchising Company, LLC, a Delaware hmited babibty company, offers franchises for fast 
casual restaurants under the trade name "Daphne's" ("Daphne's Restaurants") that offer a menu of freshly prepared 
Califomia-inspu-ed Greek and Mediterranean appetizers, sandwiches, wraps, salads, platters, side dishes and non­
alcoholic beverages for on-premises and off-premises consumption and catermg events We offer the nghts for 3 
different franchises m this Disclosure Document

Single Restaurant Program Under the Single Restaurant Program, you will sign a Franchise Agreement to operate 
one Daphne's Restaurant The total investment necessary to begin operation of one Daphne's Restaurant ranges from 
approxunately $282,500 to $724,500 This includes $30,000 that must be paid to us or our affiliate

Area Development Program Under the Area Development Program, we will assign you a defined area withm which 
you must develop and operate 2 or more Daphne's Restaurants The total mvestment necessary to begm operations of 
the first Daphne's Restaurant under an Area Development Agreement ranges from approximately $302,500 to 
$749,500 This mcludes $45,000 that must be paid to us or our affiliate

Purchase Program Under the Purchase Program, you will purchase an existmg and operating Daphne's Restaurant 
from our affibate The total investment necessary to begm operations of an operatmg Daphne's Restaurant ranges from 
approximately $139,500 to $623,500 This mcludes $104,000 to $536,000 that must be paid to us or our affiliate

This Disclosure Document summarizes certam provisions of your Franchise Agreement and other information m plam 
English Read the Disclosure Document and all accompanymg agreements carefully You must receive this Disclosure 
Document at least 14 calendar days before you sign a bmdmg agreement with, or make any payments to the 
Franchisor or an afhbate m connection with the proposed franchise sale Note, however, that no government agency 
has venfied the mformation contamed m this document

You may wish to receive your Disclosure Document m another format that is more convenient for you To discuss the 
availabibty of disclosures m different formats, contact Michael Nakhleh, Mediterranean Cuisine Franchismg 
Company, LLC, 466 Foothill Boulevard #356, La Canada Flmtndge, California 91011, Telephone (310) 924-6270, Email 
Michael@Daphnes biz

The terms of your contract will govern your franchise relationship Don't rely on the Disclosure Document alone to 
understand your contract Read all of your contract carefully Show your contract and this Disclosure Document to an 
advisor, bke a lawyer or accountant

Buymg a franchise is a complex investment The mformation in this Disclosure Document can help you make up your 
irund More mformahon on franchismg, such as "A Consumer's Guide to Buymg a Franchise", which can help you 
understand how to use this Disclosure Document is available from the Federal Trade Commission You can contact the 
FTC at 1-877-FTC-HELP or by writmg to the FTC at 600 Pennsylvania Avenue, NW, Washmgton, DC 20580 You can also 
visit the FTC's home page at www ftc gov for additional mformation Call your state agency or visit your pubbc bbrary 
for other sources of mformahon on franchismg

There may also be laws on franchismg m your state Ask your state agenaes about them

\\Is1\rfnns\lhsmh\CD\ 1821b 6\1518923dorxWP^tA

am^20i9MCrc fdd4/19/20lQ1/lg/30l9



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 selhng m your state REGISTRATION OF THIS FRANCHISE WITH A STATE 
DOES NOT MEAN THAT THE STATE RECOMMENDS IT OR HAS VERIFIED THE INFORMATION IN THIS 
DISCLOSURE DOCUMENT

Call the state franchise administrator listed on Exhibit KExhibit I for information about the franchisor, or about 
franchising in your state

MANY FRANCHISE AGREEMENTS DO NOT ALLOW YOU TO RENEW UNCONDITIONALLY AFTER THE 
INITIAL TERM EXPIRES YOU MAY HAVE TO SIGN A NEW AGREEMENT WITH DIFFERENT TERMS AND 
CONDITIONS IN ORDER TO CONTINUE TO OPERATE YOUR BUSINESS BEFORE YOU BUY THIS 
FRANCHISE, 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 followmg RISK FACTORS before you buy this franchise

1 THE FRANCHISE AGREEMENT ANDr AREA DEVELOPMENT AGREEMENT AND ASSET 
PURCHASE -AGREEMENT REQUIRE YOU TO RESOLVE DISPUTES WITH US BY MEDIATION AND 
LITIGATION ONLY IN LOS ANGELES COUNTY, CALIFORNIA OUT OF STATE MEDIATION AND
LITIGATION MAY FORCE YOU TO ACCEPT A LESS FAVORABLE SETTLEMENT FOR DISPUTES IT MAY 
ALSO COST YOU MORE TO PARTICIPATE IN MEDIATION AND LITIGATION WITH US IN CALIFORNIA 
THAN IN YOUR HOME STATE

2 THE FRANCHISE AGREEMENT ANDr AREA DEVELOPMENT AGREEMENT AND ASSET 
PURCHASE AGREEMENT STATE THAT CALIFORNIA LAW GOVERNS THE AGREEMENTS, AND THIS 
LAW MAY NOT PROVIDE THE SAME PROTECTIONS AND BENEFITS AS LOCAL LAW YOU MAY WANT 
TO COMPARE THESE LAWS

3 YOUR SPOUSE MUST ALSO SIGN A PERSONAL GUARANTEE MAKING YOUR SPOUSE 
INDIVIDUALLY LIABLE FOR YOUR FINANCIAL OBLIGATIONS UNDER THE FRANCHISE AGREEMENT 
ANDr AREA DEVELOPMENT AGREEMENT-A-ND ASSETNaURCITASE-AGREEMENT THE GUARANTEE 
WILL PLACE YOUR SPOUSE'S MARITAL AND PERSONAL ASSETS AT RISK IF YOUR FRANCHISE FAILS

4 FRANCHISOR IS A NEWLY FORMED ENTITY AS OF SEPTEMBER 28, 2017 THEREFORE, THERE IS 
NO OPERATING HISTORY TO ASSIST YOU IN JUDGING WHETHER TO INVEST IN THE BUSINESS

5 THERE MAY BE OTHER RISKS CONCERNING THIS FRANCHISE

We use the services of one or more FRANCHISE BROKERS or referral sources to assist us in selling our 
franchise A FRANCHISE BROKER or referral source represents us, not you We pay this person a fee for 
sellmg our franchise or referring you to us You should be sure to do your own investigation of the franchise

See the Next Page for State Effective Dates
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STATE EFFECTIVE DATES

The following states require that the Franchise Disclosure Document be registered or filed with the state, or be 
exempt from registration California, Hawau, llknois, Indiana, Maryland, Michigan, Minnesota, New York, 
North Dakota, Rhode Island, South Dakota, Virginia, Washmgton and Wisconsm

This Franchise Disclosure Document is registered, on file or exempt from registration m the following state 
having franchise registrahon and disclosure laws, with the followmg effective date

California May 8, 2018_

In all other states, the effoctivo date of-this-Franchise Disclosure Document is the issuance date of April-3, 2018
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ITEMl
THE FRANCHISOR, AND ANY PARENTS, PREDECESSORS AND AFFILIATES

Franchisor

Mediterranean Cuisine Franchising Company, LLC, a Delaware limited liability company ("Franchisor"), was 
organized on September 28, 2017, and is the franchisor of Daphne's Restaurants To simplify the language m 
this Disclosure Document, "Franchisor," "we" and "us" means Mediterranean Cuisme Franchismg Company, 
LLC "You" or "Franchisee" means the busmess entity, person or persons who sign the Franchise Agreement 
The names and addresses of our agents for service of process appear m Exhibit KExhibit I to this Disclosure 
Document

Franchisor's Parents. Predecessors and Affiliates

Our parent, OV Restaurant Group, Inc, a California corporation ("OV Restaurant Group") was incorporated on 
May 18, 2015 Daphne's Intemahonal, LLC, a California limited liability company that was organized on June 
16,1988, offered franchises for Daphne's Greek Cafe Restaurants for sale in California from December 2007 until 
September 2009 Following the Chapter 11 bankruptcy of Daphne's International, LLC m 2010, the assets of 
Daphne's International, LLC were acquned by Wreath Equity, LLC m 2011 The mterests of Wreath Equity, LLC 
m operating Daphne's Greek Cafe Restaurants were acquired by Victory Park Capital Advisors m 2014 Our 
affiliate, Mediterranean Cuisme Operatmg Company, LLC, a Delaware limited liabihty company (the 
"Operatmg Company"), was organized on January 16, 2014 to own and operate Daphne's Greek Cafe 
Restaurants as an affiliate of Victory Park Capital Advisors On September 8, 2017, OV Restaurant Group 
acquired aU of the outstandmg membership mterests of the Operatmg Company from Mediterranean Cuisme 
Holdmg Company, LLC, a Delaware limited liability company and an affiliate of Victory Park Capital Advisors 
As of December 31, 20W, the Operatmg Company owned and operated 33-5_Daphne's Restaurants m 
California (collectively, the "Affiliate-Owned Restaurants") of the type bemg francliised under this Disclosure 
Document Our affibate. Daphne's, Inc. a Wyoming Corporation ("Daphne's. Inc "1 was incorporated on 
November 15. 2017 and is the owner of the "Daphne's Marks", and has granted us a license to sub-license the 
Daphne's Marks to our franchisees

In June 2017, our President, Michael Nakhleh, acquired Slater's 50/50 Franchise, LLC ("Slater's 50/50"), a 
Delaware limited liability company, which offers franchises for full service restaurants that offer freshly 
prepared propnetary hamburgers and sandwiches, shared plates, chicken wings, salads, side dishes, milkshakes 
and other beverages, propnetary sauces and desserts under the trade name "Slater's 50/50 Burgers by Design" 
As of December 3L 2018. there was 1 afhliated-operated Slater's 50/50 Restaurants, and 10 franchised Slater's 
50/50 Restaurants Slater's 50/50's prmcipal busmess address is 466 Foothill Boulevard #356. La Canada 
Fhntridge. Calitorma 91011 Slater's 50/50 docs not offer franchises of the typo being franchised under this 
Di-selosure Documcnthas not offered franchises m any other busmess

Our affiliate, Patxi's Frandnse, Corp a Wyoming corporation fthe "Patxi's"!. was incorporated on September 
24, 2018 by our President, Miclrael Nakhleli Patxi's offers franchises (or fast-casual restauiants ("Patxi's 
Restaurants"! that offer pizzas, salads, flatbreads and a variety of other related food products and alcoholic and 
non-alcoholic beverages under the trade name "Patxi's " Patxi's has been offering franchises for Patxi's 
Restaurants since September 27, 2018 As of December 31, 2018, there were 17 affiliate-operated Patxi's 
Restaurants, and no franchised Patxi's Restaurants The principal busmess address for Patxi's is 466 Foothill 
Boulevard #356, La Canada FLintridge, California 91011 Patxi's has not offered franchises in any othei line of 
business
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Neither we nor the Operating Company or Daplme's, Inc have ever offered franchises in this any other 
business or in any other line of business We do not operate any Daphne's Restaurants We have offered our 
franchises for sale since the tssuanco date of-this Disclosuie BeeumentApnJ 3, 2018. and neither we nor the 
Operating Company or Daphne's. Inc conduct any other busmess activities We do not do business under any 
other names Our prmcipal busmess address and the principal business address of OV Restaurant Group, the 
Operatmg Company, Daphne's. Inc and Slater's 50/50 is 466 Foothill Boulevard #356, La Canada Fhntndge, 
California 91011

Daphne's System

We, the Operahng Company and its predecessors have developed the Daphne's system (the "Daphne's 
System") for the operation of Daphne's Restaurants that offer a menu of freshly prepared California-inspired 
Greek and Mediterranean appetizers, sandwiches, wraps, salads, platters, side dishes and non-alcoholic 
beverages for on-premises and off-premises consumption and catering events under the trade names 
"Daphne's", "Daphne's California Greek" and other related trademarks, service Daphne's Marks, logos and 
commercial symbols (collectively, the "Daphne's Marks")

Daphne's California Greek Franchises

We offer 3 separate franchises in this Disclosure Document, although we may not necessarily grant you the 
opportunity to purchase under any of these programs

Single Restaurant Program

Under this program, you will sign a Franchise Agreement (Exhibit A) to operate one Daphne's Restaurant (a 
"Franchised Restaurant") at a location that you choose and that we accept (a "Franchised Location")

Area Development Program

Under this program, we will assign you a defined area (the "Development Area") withm which you, as an area 
developer ("Area Developer"), must develop and operate a minimum of 2 Franchised Restaurants withm a 
specihed penod of time The Development Area may be one city, one or more counties, or some other defmed 
geographic area We may not always afford you the opportunity to develop the number of Franchised 
Restaurants that you request You will sign an Area Development Agreement (Exhibit Bl. that will desenbe 
your development area and your development schedule and obbgahons You and we will determme the 
Development Area and the number of Franchised Restaurants that you will develop and operate on a case-by­
case basis before you sign your Area Development Agreement You must sign a separate Franchise Agreement 
for each Franchised Restaurant that you will open under tlie Area Development Agreement The Franchise 
Agreement for your first Franchised Restaurant will be m the form attached as Exhibit A to this Disclosure 
Document and must be signed when you sign your Area Development Agreement The Franchise Agreements 
you will sign for your additional Franchised Restaurants will be signed after we accept the site for each 
Franchised Restaurant and will be our then-current form of Franchise Agreement that we are then offering to 
new franchisees These Franchise Agreements may contam terms and conditions that are materially different 
from the form of Franchise Agreement attached to this Disclosure Document as Exhibit A

Purchase Program
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Under this program, you, as buyer, wiU purchase an affiliate-owned and operating Daphne's Restaurant (an 
"Operating Restaurant") from the Operating Company You v\'ill sign an Asset Pu+ehase Agreemont-H-i 
substantially the form of Exhibit D to this Disclosuro Document to-acquire-the assets-of the Operating 
Rostaurant-(thc "Asset Purchase Agreement'') and will sign a Franchise Agreement to operate the Operating 
Restaurant when you purchase the assets of the Operating Restaurant You will also sign an Addendum for 
Restaurant Purchase (Exhibit D to the Franchise Agreement) (the "Purchase Addendum") that wdl-may change 
certam terms of the Franchise Agreement that do not apply to an Operating Restaurant The term "Daphne's 
Restaurant" will include an Operahng Restaurant unless this Disclosure Document speahcally states or the 
context requires otherwise

Under aU of our franchise programs, franchisees, area developers, or buyers may be individuals or entihes who 
meet our then-current requirements for franchisees or area developers or buyers These requirements may 
mclude the signing of personal guarantees m substantially the form attached as Exhibit C to the Franchise 
Agreement by some or all of the mdividuals holdmg an equity mterest m the franchisee or area developer

Renewals

If you are signing your Franchise Agreement for the renewal of an existing Franchise Agreement, some of the 
terms of your new Franchise Agreement may be modified or different from the terms of your existing Franchise 
Agreement In addition, you, and each afhbate who has a currently effective Franchise Agreement with us, must 
sign a General Release (Exhibit GExhibit FI. as a condition to entering into a new Franchise Agreement

Competition

You will compete m the fast-casual food business with vanous established independent local restaurants and 
regional or national cham outlets speciahzmg in the sale of Greek or Mediterranean appetizers, sandwiches, 
wraps, salads, platters or side dishes and other types of sandwiches, wraps and salads, both for take-out service 
and full service, as well as with other restaurants and take-out facihties sellmg all kmds of food or other 
speaalty foods, mcluding well-established nahonal chain outlets and local businesses Many restaurants 
speciahze in Greek and Mediterranean food and competihon m the restaurant busmess m general and the fast- 
casual food industry m particular is relahvely non-seasonal and intense In addition, compehhon for qualified 
management and supervisors, skilled labor and unskilled labor for the restaurant industry is significant, which 
may cause labor costs to be higher than average The supply of suitable locations for restaurants is limited and is 
subject to increasmg demand from other restaurant concepts and non-restaurant retailers

Special Industry Regulation

Federal, state and local jurisdictions have enacted laws, rules, regulations and ordmances that may apply to the 
operation of your Franchised Restaurant, including those that (i) establish general standards, specifications and 
requirements for the construction, design and mamtenance of restaurant premises, (ii) regulate matters affecting 
the health, safety and welfare of your customers, such as general health and samtahon requirements for 
restaurants, employee practices concemmg the storage, handling, cookmg and preparation of food and 
beverages, restnctions on smoking, and availabibty of and requirements for pubbc accommodahons, mcludmg 
restrooms, (iii) set standards pertauiing to employee health and safety, (iv) set standards and requirements for 
fire safety and general emergency preparedness, (v) govern the use of vending machmes, and (vi) regulate the 
proper use, storage and disposal of waste, insecticides, and other hazardous materials You should investigate 
whether there are regulations and requirements that may apply m the geographic area m which you are 
interested in locatmg your Franchised Restaurant and should consider both their effect and cost of compbance
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In addition, you must comply with all local, state, and federal laws that apply to your Franchised Restaurant 
including health, sanitation, no smoking, EEOC, OSHA, discnminahon, employment, and sexual harassment 
laws The Amencans with Disabihties Act of 1990 reqmres readily accessible accommodation for disabled 
people and therefore may affect your building construction, site elements, entrance ramps, doors, seatmg, 
bathrooms, etc You must obtam all required real estate permits, licenses and operational licenses You must 
also comply with all menu and menu board labeling laws and rules requmng restaurant operators to disclose 
certain calorie or other nutritional information about the foods they sell, includmg, for example, the FDA's 
Nutrition Labeling of Standard Menu Items in Restaurants and Similar Food Estabbshments Rule Cabfomia 
law requires each food facility that meets specified criteria (which cover franchised outlets with at least 19 other 
franchised outlets with the same name among certam other food faalities) to provide nutnhonal mformahon 
that includes, per standard menu item, the total number of calories, grams of saturated fat, grams of trans fat, 
and milbgrams of sodium and to have menu boards to include the total number of calories In California, local 
county health departments inspect restaurants and other retail food facibties to ensure compbance with safe 
food handbng practices and adequacy of kitchen facibties Other states and cities may have laws similar to these 
Cabfomia laws

The Nutrition Labebng and Education Act (NLEA) sets regulahons for food labebng, mcludmg nutritional label 
standards, nutrient content claims, and health claims NLEA applies to virtually all foods m the food supply, 
includmg food served and sold m restaurants While NLEA specifies a number of exemptions for restaurants, 
there are many mstances where a nutritional label is required The Food and Drug Admmistration's Nutritional 
Labeling Guide for Restaurants and Other Retail Establishments provides answers to commonly asked queshons 
regardmg the application of NLEA Certam health care laws additionally contam provisions that require 
disclosure of nutrition and calorie mformahon m chams of more than 20 restaurants

The Payment Card Industry Data Secunty Standard ("PCI") requires that all companies that process, store, or 
transmit credit or debit card mformahon mamtam a secure environment PCI appbes to all orgamzahons or 
merchants, regardless of size or number of transactions, that accept, transmit or store any cardholder data

You should consult with your attorney concemmg these and other local laws and ordmances that may affect 
your Franchised Restaurant

ITEM 2
BUSINESS EXPERIENCE

President Michael Nakhleh

Mr Nakhleh was named our President m September 2017 Mr Nakhleh has served as the President of Slater's 
50/50 since June 2017 and as the President of OV Restaurant Group smce August 2015 m La Canada Flmtridge, 
Cabfomia and Beverly Hills, Cabfomia Mr Nakhleh was previously Chief Operahng Officer of Amencan 
Restaurant Group, Inc from 2013 to 2015 m Los Altos, Cabfomia, and Chief Operatmg Officer of Platmum 
Investments & Acquisitions Inc and Palm Venture Capital, Inc m Rancho Cucamonga, Cabfomia from 2011 to 
2013 Mr Nakhleh has owned Ocean View Bar and Gnll in Montrose, Cabfomia smce August 2015 and Dish 
Restaurant m La Canada Fbntndge, Cabfomia smce December 2013, and was the owner of Cafe Rose m 
Montrose, Cabfomia from November 2015 to November 2016, Fatburger locahons m Rancho Cucamonga, 
Cabfomia and Granada Hills, Cabfomia from May 2011 to May 2013, and a Sizzler locahon m Ventura, 
Cabfomia from June 2012 to December 2014
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Chief Operating Officer

Mr Romo was named our Chief Operating Officer in September 2017 Mr Romo has been Chief Operating 
Ofhcer of Slater's 50/50 in La Canada Flmtndge, Cabfomia and Anaheim, Cahfomia since July 2014 Mr Romo 
was previously the General Manager of Kmg's Fish House m Costa Mesa, California from 2006 to July 2016

Regional Manager/Head Tramer Richard Mora

Mr Mora was named a Regional Manager and our Head Tramer m September 2017 Mr Mora was a Regional 
Director of Victory Park Capital Advisors m San Diego, Cabfomia from January 2010 to September 2017

Franchise Director Asif Sheikh

Mr Sheikh was named our Franchise Director in September 2018 Mr Sheikli has been Franchise Director of 
Slater's 50/50 m La Canada Fbntridge. Cabfomia since September 2018 Mr Sheikh has been Franchise Director 
of Patxi's in La Canada Flmtndge, California since September 2018 Mr Sheikh was unemployed from February 
2017 to August 2018 Mr Sheikh previously worked m Marketmg and Development at Black Diamond Food. 
LLC m Calabasas. California from lanuarv 2012 to Febmarv 2017

ITEMS
LITIGATION

Karma Capital. Inc Marc Gates and Trisha Gates vs Mediterranean Cuisme Operating Co. LLC. Michael 
Nakhleh. OV Restaurant Group. Inc. Mediterranean Cuisine Franchising Company. LLC. et al (Filed 
December 13, 2018 m the Superior Court of Cabfomia for County of Los Angeles, No 18STCV08435 fthe "State 
Action"ll In May 2018, Plaintiffs signed Franchise Agreements and Guarantees to operate 8 Daphne's 
Restaurants they purchased from the Operating Company The State Action claims violation of the Cabfomia 
Fi anchise Investment Law, negligent misrepresentation, fraudulent misrepresentation, breach of contract and of 
the covenant of good faith and fair dealing, negligence, civil conspiracy, intentional mfbction of emotional 
distress, unfair business practices and civil extortion related to their purcliase of the Restaurants and entering 
into the Franchise Agreements At the effective date of this Disclosure Document, Defendants had not filed a 
response m tlie State Action Defendants intend to deny all allegations We issued default notices for Plaintiffs' 
failures to make payments due to the Operating Company on 2 Promissory Notes from the restaurant purchase 
transaction and failures to pay rent to landlords Plaintiffs did not cure these defaults On February 12, 2019 we 
terminated the Franchise Agreements Due to Plaintiffs continuing to operate tlie restaurants iismg the 
Daphne's marks and system, we and Daphne's, Inc filed a Complaint for trademark and trade dress 
infringement and specific peiformance, entitled Mediterranean Cuisme Franchising Company, LLC and 
Daphne's. Inc vs Karma Capital, Inc, Marc Gates and Tnsha Gates (Filed March 8, 2019 in U S District 
Court, Central District of California, No 2 19-CV-01288 FMO (KSXT On April 4, 2019, Karma Capital, Inc hied 
a petition for bankruptcy in the United States Bankruptcy Court for the Southern Distiict of Cabfomia (No 19- 
01962-1H

Ne-Other than these matters-, no litigation is required to be disclosed m this Item

ITEM 4
BANKRUPTCY
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No bankruptcy is required to be disclosed in this Item

ITEMS 
INITIAL FEES

Single Restaurant Program

You must pay us an mitial franchise fee (the "Initial Franchise Fee") of $30,000 when you sign your Franchise 
Agreement (Exhibit A) for your Franchised Restaurant

Area Development Program

You must pay us a development fee (the "Development Fee") of $15,000 for each Franchised Restaurant you 
will develop, other than your first Franchised Restaurant, when you sign your Area Development Agreement 
(Exhibit for a minimum of 2 Franchised Restaurants You must also pay us the $30,000 Initial Franchise Fee 
and sign the Franchise Agreement for your first Franchised Restaurant when you sign the Area Development 
Agreement When you sign a Franchise Agreement for each subsequent Franchised Restaurant you will 
develop, you must pay us an Initial Franchise Fee of $15,000 for each of them, however, we will credit your 
Development Fee agamst the Inihal Franchise Fee for each subsequent Franchised Restaurant (not to exceed a 
credit of $5,000 for any single Franchised Restaurant)

Purchase Program

You must pay us an Initial Franchise Fee of $30,000 for an Operating Restaurant when you complete the asset 
purchase transaction and sign the Franchise Agreement You must also pay us the purchase price for the assets 
of an Operatmg Restaurant, which will generally range from $50,000 to $450,000 and pre-paid rent and security 
deposits that will generally range from $24,000 to $56,000

Refunds. Different Fees and Fmancing

The Initial Franchise Fee and Development Fee are fully earned by us when paid and are not refundable under 
any circumstances We use the proceeds from Initial Franchise Fees to defray a portion of our expenses m 
connection with the sale and establishment of franchises, such as (i) costs related to developmg and improvmg 
our services, (ii) expenses of preparing and registenng this Disclosure Document, (m) legal fees, (iv) accounbng 
fees, (v) costs of obtaming and screening franchisees, and (vi) general administrative expenses Once paid, the 
purchase price for the assets of an Operating Restaurant are fully earned and are not refundable under any 
circumstances We may reduce, finance, defer or waive the Initial Franchise Fee or Development Fee if and 
when we determine, it is warranted by a unique or compelhng situation We generally do not provide fmanang 
for the Initial Franchise Fee or Development Fee We may do so if and when we determine it is warranted by a 
unique or compelhng situation

ITEM 6 
OTHER FEES ’

Name of Fee Amount Due Date Remarks

Royalty Fee Equal to 5% of "Gross
Sales"

Wednesday of each week 
on the Gross Sales of your

"Gross Sales" includes all revenue 
from your operation of your
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Name of Fee Amount Due Date Remarks

Franchised Restaurant Franchised Restaurant, including
during the immediately delivery and catering charges that
preceding week are not included in the price of 

Authorized Products Gross Sales 
do not include bona fide refunds 
paid to customers, sales or use 
taxes actually paid to 
governmental authonbes or the 
retail price of any coupons, gift 
certificates and vouchers when 
they are redeemed

Markebng Fund Fee^ We do not currently require The tenth calendar day of We may elect to establish a
you to pay a Markebng Fund each month on the Gross Markebng Fund in the future on 90
Fee If and when we establish Sales of your Franchised days' prior notice The Markebng
a Markebng Fund, you must Restaurant during the Fund Fee will be in addition to
contribute 2% - 3% of Gross immediately preceding your Local Marketing Expenditure
Sales as a Markebng Fund
Fee as we specify

month

Local Marketing 1% of Gross Sales As incurred You must spend an amount equal
Expenditure to 1% of Gross Sales on local 

promotion and marketing This 
amount is not paid to us If vou fail 
to do so, you must pay the
Markebng Fund the difference 
between the amount that you 
actually spent and 1% of your
Gross Sales We have the right to 
adjust the amount of the Local 
Markebng Expenditure at any bme 
during the term of your Franchise 
Agreement ujxin 90 days' prior 
written notice to you, not to exceed
2% of Gross Sales

Cooperative Marketing As determined by us and As we designate You must contribute to the
Fees 50% or more of the Cooperative if we establish a

participating Franchised Cooperative Markebng Program in
Restaurants in the the Markebng Coverage Area where
Cooperative Markebng your Franchised Restaurant is
Program, not to exceed 2% of located Your contributions will be
Gross Sales credited against your local 

marketing expenditures
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Name of Fee Amoimt Due^Date Remarks

Late Charge ^ 1 5% per month (18% per 
year) plus $200, but not 
exceeding the maximum 
legal rate, which is currently 
10% in California, from the 
date payment was due until 
paid in full

Continues to accrue until 
paid

Payable if any check, draft, electronic 
or other payment is unpaid because 
of insufficient funds or if any sums 
due to us are not paid promptly 
when due

Administrative
Reconciliation Fee

$250 per occurrence On demand Payable if you believe that our 
estimate of your Royalty Fees due 
for any period exceed your actual 
Royalty Fees due and you request a 
reconciliation

Pre-Of>erung Additional 
Initial Training Fee

$3,000 per additional trainee 
plus your out-of-pocket 
expenses, including 
transportation, food and 
lodging

On demand We will provide an initial training 
program (the "Imtial Traming 
Program") for up to 2 supervisorial 
or managerial employees If you 
send more than 2 people to the Initial 
Training Program, you must pay this 
Pre-Opening Additional Initial 
Training Fee per additional trainee

Post-Opening
Additional Initial
Training Fee

$5,000 for each of your 
employees who attends post­
opening Additional Inihal 
Training Programs, plus our 
out-of-pocket expenses, 
including transportation, 
food and lodging

On demand If, following the opening date of 
your Franchised Restaurant, you 
request us to provide additional
Initial Traimng Programs for new or 
replacement supervisorial or 
managerial personnel, you must pay 
this Post-Opening Additional Initial 
Training Fee

Post-Opening 
Additional/Remedial 
Training Program Daily 
Fee

$500 per day for each of our 
employees who provide post­
opening Additional Training 
Programs, plus our out-of- 
pocket expenses, including 
transportation, food and 
lodging

On demand We may require you and your 
general manager to attend additional 
and remedial training programs, at 
our discretion

301-g-20]9MCrC roo 4/T9Z20i2M^<^
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Name of Fee Amount Due Date Remarks

Post-Opening On-Site Varies If you delay or On demand We will provide on-site training and
Assistance accelerate your scheduled assistancejat your Franchised
(Travel Expenses) date for on-site opening Restaurant for approximately 10

assistance, you are required days before and 10 days after your
to reimburse us for all costs Franchised Restaurant opens for
and expenses we incur to 
change the travel 
arrangements for our 
representatives who were 
scheduled to provide on-site

business

assistance

Manual Replacement $500 On demand Payable if you misplace the Manuals
Fee or fail to return them to us upon 

demand

Inspection Fee $500 per re-inspection On demand Payable if we must revisit your 
Franchised Restaurant for an 
inspection after you have already 
been notified of any deficiency or 
unsatisfactory condition

Insurance Amount of unpaid premiums On demand Payable if you fail to maintain
and our out of pocket costs required insurance coverage and if 

we elect to obtain coverage for you

Transfer Fee $10,000 When your proposed Payable if you transfer/assign your
(Franchise Agreement) transferee delivers an 

application to us to obtain 
an assignment of your 
rights under your
Franchise Agreement

Franchise Agreement

Transfer Fee $10,000 When your proposed Payable if you transfer/assign your
(Area Development transferee delivers an Area Development Agreement
Agreement) application to us to obtain 

an assignment of your 
rights under your Area 
Development Agreement

Renewal Fee $5,000 When you deliver a This renewal fee will be in lieu of the
(Franchise Agreement) renewal notice to us for Initial Franchise Fee payable when

your Franchise you renew your Franchise
Agreement Agreement

Renewal Fee $5,000 When you deliver a This renewal fee will be payable
(Area Development renewal notice to us for when you renew your Area
Agreement) your Area Development 

Agreement
Development Agreement
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Name of Fee Amount Due Date Remarks

Non-Cash Payment All costs associated with non- As incurred You must accept debit cards, credit
System cash payment systems cards, stored value gift cards or other 

non-cash payment systems we 
speafy

Liquidated Damages An amount equal to twice the Withm 30 days following Payable if you default and we
total Royalty Fees paid (or if the date of terminahon terminate your Franchise
unpaid, payable) by you 
during the 12 months before 
the termination date

Agreement

Default Reimbursement Our costs and expenses from Within 5 days after you Payable if you default under your
your default cure your default or on 

demand if not cured
Franchise Agreement

Reimbursement for Varies As incurred If we receive notice from an
Payments Made to Approved Supplier that you are over
Approved Suppliers 60 days past due on any payment 

owed to the Approved Supplier, and 
you have not previously provided 
notice to the Approved Supplier 
disputing the overdue amount, we 
will have the nght, but not the 
obligation, to make payment to the 
Approved Supplier on your behalf 
and to reimburse our self for the 
amount we paid by electronic funds 
transfer from your bank account

Audit 2 Cost of audit (estimated to be On demand Payable if an audit shows an
$1,000 - $5,000) plus 1 5% per understatement of 3% of Gross Sales
month (18% per year), but 
not exceeding the maximum 
legal rate, which is currently 
10% in California

or more

Interim Management To be determined As incurred Payable if you are in default under
Fee your Franchise Agreement and we 

elect to assume interim management 
of your Franchised Restaurant 
during the pendency of any cure 
period or in lieu of immediately 
terminating your Franchise
Agreement

Gross-Up Fees Varies with circumstances On demand To insure that we receive a full 5% of
Gross Sales as a Royalty Fee that is 
due, you must pay us, whether in 
arrears, in advance, in a lump sum or 
in the same manner that you pay us



Name of Fee Amount Due Date Remarks

Royalty Fees, the amount of all taxes 
we must pay on revenue we earn or 
collect based upon your use of our 
intellectual property or other 
intangibles or based upon the 
existence of your Franchise
Agreement

Sanitahon and Food Cost of the inspection On demand We may, m our sole discretion.
Safety Audits contract with a third party to 

conduct sanitation and food safety 
audits during the term of your 
Franchise Agreement

New Product and Actual cost of insf)ection As incurred If you propose to purchase any
Supplier Testing Fees testing, $1,000 must be paid goods or materials from a supplier

as a deposit before faality that we have not previously
inspection approved, we have the right to 

require an inspection of the 
supplier's facilities and testing of 
samples we designate You must pay 
us a fee equal to the actual cost of the 
inspection and testing

Annual Conference Fee $500 Upon demand at least 30 You must pay us a Franchise
days before the date of the Conference Fee to reimburse us for a
Annual Franchise portion of our direct costs to provide
Conference the Annual Franchise Conference, 

whether or not you attend the 
conference

Post-Termination Gross 5% of all revenue derived 15"> day of each month on Payable if you operate a Competitive
Revenue Fee from the operahon of the the Post Termination Business after the expiration.

CompetitiveBusiness Gross Revenue of the termination or assignment of your
Competitive Business Franchise Agreement in violation of
during the preceding the covenants in your Franchise
calendar month Agreement

Relocation Fee $2,500 When we approve your You must obtain our consent to the
request to relocate your relocation of your Franchised
Franchised Restaurant Restaurant

Relocation Assessment An amount equal to the On demand If we consent to a relocation of your
Royalty Fees you paid for Franchised Restaurant, you secure
your original Franchised the new Franchised Location and
Restaurant during the last open your replacement Franchised
preceding calendar year plus Restaurant at the new Franchised
an additional 10% Location within 12 months from the

date we approve the new Franchised 
Location If you fail to do so, we can
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Name of Fee Amount Due Date Remarks

bill you for the Relocation
Assessment as described in this
chart

Private Offering Fee 
(Franchise Agreement 
and Area Development 
Agreement)

$10,000 or such greater 
amount as is necessary to 
reimburse us for our 
reasonable costs and 
expenses with reviewing the 
proposed offenng

Before offenng Payable for each proposed private 
offenng of securities, partnership or 
other ownership interests m
Franchisee and is in addition to any 
Transfer Fee under any Franchise 
Agreement and/or Area
Development Agreement

NOTES

1 All fees are uniformly imposed by and payable to us by electronic funds transfer or other automatic
payment mechanism we designate and are non-refundable You will authorize us to debit from your designated 
bank account any funds due to us for Royalty Fees, Marketmg Fund Fees or other sums that you owe to us or 
our affibates

Interest begins from the date of the underpayment

ITEM?
ESTIMATED INITIAL INVESTMENT

SINGLE FRANCHISED RESTAURANT 
YOUR ESTIMATED INITIAL INVESTMENT

Type Of Expenditure
Amount Method Of 

Pa3Tnent When Due
To Whom 

Payment Is To Be 
MadeLow High

BUILD-OUT COSTS

Utility Deposits, Fees & Licenses' $2,000 $10,000 Cash As Incurred City, County, State

Pre-Construction Cost (Architect,
Plans, Permits) ^ $5,000 $20,000 As

Arranged As Incurred Approved
Suppliers

Leasehold/Construction ^ i $50,000 $200,000 As
Arranged As Incurred Approved

Suppliers

FURNITURE, FIXTURES, EQUIPMENT & SIGNAGE

Exterior Signage $8,000 $20,000 As
Arranged As Incurred Approved

Suppliers

\\f sl\ u-*m\lh.smh\CD\ 18218-6\ 1518925,clot\

201-S.2QlQMaCFDD
4/^9/201»1-r4fr^P^9



Type Of Expenditure
Amount

Method Of 
Payment When Due'

To Whom 
Payment Is To Be 

Made
Low High

POS System and Software, Back Office 
Computer, Printer and Related
Hardware and Software, Sound
System, televisions ^

$15,000 $20,000 As
Arranged As Incurred

Approved
Suppliers

Equipment/Smallwares. Interior
Signage, Graphics & Art

$10,000 $25,000
As
Arranged As Incurred

Approved
Suppliers

OTHER

Furniture and Fixtures $100,000 $200,000
As
Arranged

Before
Opening

Approved
Suppliers

Other Opening Inventory $5,000 $22,000
As
Arranged

Before
Opening

Approved
Suppliers

Grand Opening Marketing Plan ^ $5,000 $15,000
As
Arranged

30 Days 
Before and
15 Days
After
Opening

Approved
Suppliers

Franchised Location
(3 Months' Rent and Security Deposit) ’’

$12,000 $60,000
Cash At Lease 

Signing
Landlord

Insurance - Liability & Workers 
compensation (initial deposit)

$500 $2,500 Cash As Incurred Insurance Carriers

Legal Fees/Organizational Expenses ® $5,000 $10,000 Cash As Incurred Legal & State

Training Expenses
(Travel and Living Expenses) ’

$5,000 $15,000 As
Arranged As Incurred

Airlines, Hotels, 
Restaurants

Initial Franchise Fee $30,000 $30,000 Cash At Signing Us

ADDITIONAL FUNDS 
(3 months)

$30,000 $75,000 Cash As Incurred

Approved
Suppliers,
Landlord,
Employees, Other

GRAND TOTAL” $282,500 $724,500
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AREA DEVELOPMENT AGREEMENT 
(2 FRANCHISED RESTAURANTS)

YOUR ESTIMATED INITIAL INVESTMENT

The following chart, as an example only, sets forth the total investment necessary to begm operations of the first 
of 2 Franchised Restaurants We may not always afford you the opportunity to develop the number of 
Franchised Restaurants that you request You and we will determme the Development Area and the number of 
Franchised Restaurants that you will develop and operate on a case-by-case basis before you sign your Area 
Development Agreement

Type Of Expenditure
Amount Method Of 

Payment When Due
To Whom 

Payment Is To Be 
MadeLow High

INITIAL INVESTMENT FOR THE V> FRANCHISED RESTAURANT

Initial Investment to Open
1*' Franchised Restaurant

$282,500 $724,500 See Above See Above See Above

Development Fees $15,000 $15,000 Cash At Signing Us

Additional Legal Fees* $5,000 $10,000 Cash As Incurred Legal & State

GRAND TOTAL” $302,500 $749,500

PURCHASE PROGRAM

OPERATING RESTAURANT 
YOUR ESTIMATED INITIAL INVESTMENT

Type Of Expenditure
Amount Method Of 

Payment When Due
To Whom 

Payment Is To 
Be MadeLow High

Purchase Price for Assets of
Operating Restaurant"

$50,000 $450,000 Cash
(non-
refundable)

Upon 
Closing of 
Purchase

The Operating 
Company

Pre-Paid Rent & Security Deposit" $24,000 $56,000 Cash
(non-
refundable)

Upon 
Closing of 
Purchase

The Operating 
Company

Insurance - Liability & Workers 
compensation (initial deposit)

$500 $2,500 Cash Monthly
Premium

Insurance
Carriers

Initial Franchise Fee $30,000 $30,000 Cash At Signing Us

Additional Legal Fees * $5,000 $10,000 Cash As
Incurred Legal & State
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Type Of Expenditure

ADDITIONAL FUNDS
(3 months)'^

Grand Total ”

Amount

$30,000

$139,500

$75,000

$623,500

Method Of

Cash

When Due

As
Incurred

To Whom

Approved 
Suppliers & 
Employees

All fees are uniformly imposed by and payable to us by electronic funds transfer or other automatic payment 
mechanism we designate and are non-refundable You authorize us to debit from your designated primary 
business checkmg or savmgs operating account all funds due and payable to us for Royalty Fees and other sums 
that you owe to us or our affiliates We currently do not offer fmancmg for any purpose, but reserve the right to 
do so m the future We do not guarantee your note, lease or other obligations

1 These estimates mclude equipment lease deposits, sales tax deposits or bonds, busmess licenses fees, 
sewer hookup charges, and utihty deposits These estimates exclude any special connection and/or tap fees and 
taxes based on projected sales Your fees and expenses may vary

2 These estimates include costs for space plan layout, extenor signage, design, architectural, kitchen, 
mechanical, electrical, plumbmg and related drawmgs, engineering, testmg, permit expediter, and city permits 
and fees You must use a bcensed architect and designer whom we approve to design and construct your 
Franchised Restaurant Your fees and expenses may vary

3 These estimates are for the costs mcurred for project and construction management and construction 
and remodeling a locahon for a Franchised Restaurant to conform to our current standards, includmg a general 
contractor's fee, contractor's insurance, matenals and suppbes, tools, labor and subcontractor fees, and other 
costs to construct leasehold improvements that conform to our standards You must perform or have performed 
any construchon, remodebng, or additions necessary to cause the premises to conform to applicable federal, 
state, county, city, local laws, ordinances, codes, rules and regulations and meet our requuements for the layout 
design, construchon, hxtunzation, equipment and installation, and the trade dress appearance of a Franchised 
Restaurant Construchon and remodebng costs vary widely depending upon the location, design, the condition 
and configurahon of existing services and facibhes such as air conditioning, electrical and plumbmg, lease 
terms, and the local real estate market You must grant us a secunty mterest m and to all leasehold 
improvements, fixtures, fumishmgs and equipment, inventory, suppbes and vehicles located at or used in 
connection with the Restaurant, m accordance with a-Secuiity Agreement tn a form substantially similar to the 
Sec-ufitv Agreement attached to the Asset Puichase Agreement (Exhibit D1 as Exhibit Cvour Fianchise 
Agreement

4 These estimates presume that you will receive a "vanilla shell" from your landlord for your Franchised 
Restaurant For purposes of these estimates, a "vanilla shell" for a Franchised Restaurant mcludes leased 
premises of approximately 900 - 1,600 square feet with (1) one restroom built to local code specifications m a 
locahon designated by your landlord, but typically at the rear of the premises, (2) sheet-rocked, taped and 
pamted walls, (3) concrete floor, broom clean, (4) suspended dropped t-bar ceilmg, usually with a 2' x 4' gnd, (5) 
200-40 amp low voltage electneal service distributed to local code specifications, (6) fluorescent 4' x 2' bghtmg 
fixtures with usually one hxture per 150-200 square feet, (7) HVAC system distributed at one ton per 300-350 
square feet dependmg upon local climate conditions and use, generally with a gas heatmg system and an 
electrical air conditionmg system, (8) fire spnnklers per local code specihcations distributed throughout the
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premises designed for retail use, and (9) water, gas, cable and telephone service stubbed to the rear of tlie 
premises If you do not receive a "vanilla shell" from your landlord, your leasehold construction costs may

5 These estimates are for the costs to purchase a computerized cash accountmg and point of sale system 
("POS System") including mstallation Your costs may vary You must use the same POS System and software 
as Affihate-Owned Restaurants Affiliate-Owned Restaurants currently use the Aloha POS System We can 
change our designated POS System at any time

6 At least 60 days before the openmg of your Franchised Restaurant, you must submit a grand openmg 
required spendmg plan ("Grand Openmg Plan") to us, which outlines your proposal for grand openmg 
marketmg and promotion of your Franchised Restaurant You must obtain our written consent to the Grand 
Openmg Plan before you implement it You must modify the Grand Openmg Plan as we request, and, 
thereafter, you may not make any substanhal changes to the Grand Openmg Plan without our advance written 
consent You must, durmg the period beginning 30 days before the scheduled openmg of your Franchised 
Restaurant and contmuing for 15 days after your Franchised Restaurant opens for busmess, spend $5,000 - 
$15,000 to conduct grand openmg marketing and promotion for your Franchised Restaurant

7 These estimates assume that the site of your Franchised Location wiU be a leased, unimproved, 
unfinished retail store-type site and provide for 3 months' rent and a security deposit equal to one month's rent 
A typical Daphne's Restaurant will be located m a densely populated suburban or urban area on a major 
thoroughfare or adjacent to or part of a suburban or urban shoppmg center or strip mall m leased spaces of 
approximately 800 - 1,600 square feet Monthly lease payments for Daphne's Restaurants usually range from 
$3,000 to $15,000 per month

8 This estimate mcludes legal review and negotiation of the lease for the Franchised Location and 
accountmg assistance m setting up your books Addihonal Legal Fees m the Area Development chart above 
reflect additional legal costs you may incur as a result of signmg an Area Development Agreement Additional 
legal fees m the Purchase Program chart above reflect additional legal fees you may mcur as a result of 
purchasmg an affihate-owned restaurant

9 This estimate mcludes the cost of sendmg your Prmapal Owner and General Manager to attend our 
Initial Trammg Program m Mission Valley, Cahfomia or Chula Vista, California at an Affiliate-Owned 
Restaurant You must arrange and pay for the transportation, meals and lodgmg for you and your supervisorial 
or managerial personnel who attend our Initial Trammg Program We do not charge a tuition fee for the Initial 
Trammg Program, however, you will be responsible for any salaries, meals, lodgmg, other livmg expenses and 
transportation costs mcurred by your supervisonal or managerial personnel while attending the Initial Trammg 
Program This estimate does not mclude the pre-openmg trammg salanes for your General Managers and 
employees at your Franchised Restaurant

10 The Initial Franchise Fee and the Development Fee are descnbed m Item 5 of this Disclosure Document 
The Initial Franchise Fee and the Development Fee are not refundable When you sign the Area Development 
Agreement for a minimum of 2 Franchised Restaurants, you must pay us a Development Fee of $15,000 for each 
Franchised Restaurant you will develop, other than your first Franchised Restaurant You must also pay us the 
$30,000 Initial Franchise Fee for your first Franchised Restaurant when you sign the Area Development 
Agreement When you sign a Franchise Agreement for each subsequent Franchised Restaurant you will 
develop, you must pay us a $15,000 Initial Franchise Fee for each of them, however, we will credit $5,000 of 
your Development Fee agamst the Initial Franchise Fee for each subsequent Franchised Restaurant (not to
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exceed a credit of $5,000 for any single Franchised Restaurant) The estimates in these charts do not reflect the 
$5,000 credit we will grant you against the Initial Franchise Fee when you sign your second and subsequent 
Franchise Agreement under an Area Development Agreement We generaUy do not provide financmg for the 
Initial Franchise Fee or Development Fee We may do so if and when we determine it is warranted by a unique 
or compelling situation

11 The purchase price of an Operatmg Restaurant typically depends on the busmess's gross cash flow, the 
remainmg term of the master lease and the value of the leasehold In the typical case, you will purchase all 
assets of the Restaurant owned by the Operatmg Company, includmg the goodwill of the busmess otlier than 
the goodwill associated with the various Daphne's Marks, reimburse the Operatmg Company for 3 months' pre­
paid rent and a security deposit equal to one month's rent for the Daphne's Restaurant premises, and receive an 
assignment of all relevant commercial contracts and the Lease for the Franchised Location The Operatmg 
Company will generally retam all liabihties of the former busmess The purchase pnce and the purchase terms 
of the Asset Purchase Agreement and its Exhibits will vary considerably among Daphne's Restaurants, 
dependmg upon the gross cash flow for the existmg busmess, the value of the leasehold, any unique 
characteristics regardmg each transaction and Daphne's Restaurant, fmancmg arrangements and other factors, 
and are negotiable Your rent payable under the Lease for the Franchised Location will generally mcrease over 
the term of the Lease

12 You must, at all times, mamtam adequate reserves and working capital suffiaent for you to fulfill all of 
your obligations under your Franchise Agreement and to cover the nsks and contmgencies of your Franchised 
Restaurant for at least 3 months The estimates provided above mclude estimated employee wages, 3 months of 
mventory (mcludmg restaurant equipment, beverage mgredients and food products), facility expenses, openmg 
cash, and other miscellaneous expenses mcurred before openmg and durmg the first 3 months of operations 
These estimates do not mclude finance charges, mterest and related costs that you may mcur if any portion of 
your mitial mvestment or other recurrmg monthly operatmg expenses are fmanced These estimates are the 
minimum recommended amounts needed to cover operatmg expenses for 3 months However, we cannot 
guarantee that those amounts will be sufficient Additional workmg capital may be required if sales are low or 
hxed costs are high The chsclosure laws require us to mclude this estimate of all costs and expenses to operate 
your Franchise durmg the "initial phase" of your busmess, which is defmed as a 3 month period or longer 
period if "reasonable for the mdustry " We are not aware of any established longer "reasonable penod" for the 
restaurant mdustry, so our disclosure covers a 3 month period We make no guarantee, and do not mtend to 
imply, that 3 months is a "break even" pomt for you to recover your mitial mvestment m your Franchised 
Restaurant We make no representation regardmg how long it will take you to recover your mitial mvestment or 
to become profitable

13 We relied on the Operatmg Company' expenence m developmg and openmg the Afhbate-Owned 
Restaurants to determme these estimates You should review these estimates carefully with a busmess advisor 
before making any decision to purchase'the franchise

14 The Inihal Investment to Open 1=' Franchised Restaurant is taken from the first chart m Item 7, entitled 
Esbmated Initial Investment, Smgle Franchised Restaurant
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ITEMS
RESTRICTIONS ON SOURCES OF PRODUCTS AND SERVICES

Except as descnbed below, you have no obligation to purchase or lease from us or from suppliers approved by 
us or accordmg to specifications we issue

Approved Suppliers You may only use suppliers that we have accepted and approved ("Approved 
Suppliers") because they have demonstrated to us their abihty to supply products and services for Daphne's 
Restaurants meetmg our specihcations as to brand names, models, contents, manner of preparation, ingredients, 
quaUty, freshness, compliance with governmental standards and regulations, rebability with respect to debvery 
and consistency in the quabty of their products or services We will provide you with the names of our 
Approved Suppbers and specifications, standards and restrictions on your purchase of products and services 
after you sign your Franchise Agreement We may update our list of Approved Suppbers from tune to time All 
"Branded Products", "Proprietary Products" and "Non-Propnetary Products" we designate for use and sale at 
your Franchised Restaurant must be purchased from Approved Suppbers "Branded Products" are products 
that bear any of the Daphne's Marks, uicludmg products that are prepared, sold and/or manufactured m strict 
accordance with, our methods, standards and speafications, mcludmg pre-packaged food and beverage 
products, clothmg, souvenirs and novelty items We and our affibates may be, but are not obligated to become. 
Approved Suppbers of certam Branded Products, Proprietary Products and Non-Proprietary Products and may 
m the future, act as the sole Approved Suppbers of certain Branded Products, Proprietary Products and Non- 
Proprietary Products Neither we, nor our affibates, are the only Approved Suppbers of any products at this 
time Wo have no franchisees as of the issuaneo date of this Discloourc Document, soAs of December 31, 2018. 
we have not derived any revenue from required franchisee purchases or leases, but may do so m the future 
Required purchases from Approved Suppbers or purchases according to our specifications, and leases, are 
estimated to make up 36% to 38% of your start-up expenses and 15% to 40% of your ongoing expenses None of 
our officers own an mterest in any of our suppbers

Authorized Products You must serve and sell all and only the products we authonze ("Authorized Products") 
at your Franchised Restaurant We may provide you with our proprietary mgredients, beverages, branded 
products, food products, packaging and products that are produced or manufactured according to our trade 
secrets, proprietary recipes, specifications and/or formulas (coUectively, the "Proprietary Products") You must 
buy Proprietary Products only from us, our affibates or our Approved Suppbers We will not be obbgated to 
reveal our trade secrets or the recipes, specifications and/or formulas of Proprietary Products to you or any third 
party You must purchase, use, and maintam m stock a sufficient amount of Authorized Products and 
Propnetary Products to operate your Franchised Restaurant

Non-Propnetary Products We may designate certam non-proprietary food products, condiments, beverages, 
raw matenals, fixtures, fumishmgs, equipment, uniforms, suppbes, paper goods, menus, packagmg, forms, 
customer comment cards, POS Systems, computer hardware, software, modems and peripheral equipment and 
other products, suppbes, services and equipment, other than Proprietary Products, that you may or must use or 
sell at your Franchised Restaurant ("Non-Propnetary Products") You may use, offer or sell only those 
Non-Propnetary Products that we expressly authorize You must purchase Non-Propnetary Products from 
Approved Suppbers Each suppber we approve must comply with our usual and customary requirements 
regardmg msurance, mdemnification, and non-disclosure, and satisfy us that it will supply products meetmg 
our specifications (which may mclude particular brand names, model, contents, quabty, freshness and 
compbance with governmental standards), rebably deliver consistent quabty products or services, and meet any 
other requirements we determme is m the best mterest of Daphne's System We may limit items to a particular 
brand or brands set by us
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Fixtures. Furnishing and Equipment You must purchase and install, at your expense, all fixtures, fumishmgs, 
equipment (including a POS System), decor, and signs as we direct You may not install on or about your 
Franchised Restaurant any furnishings, interior or exterior decor items, supplies, fixtures, equipment or utensils 
unless they have been approved by us m writmg You must purchase these items from Approved Suppliers 
You must use an architect and designer that we approve to design and construct your Franchised Restaurant

Computer Equipment You must purchase, lease or license all computer hardware and software we designate 
for your Franchised Restaurant at your expense You must mamtam and update all computer hardware and 
software as we require

Recommended Suppliers If you wish to purchase any items from a supplier other than us or an Approved 
Suppher, you must obtam our approval You must identify the proposed supplier, its name and address, and 
the item(s) you desire to purchase from that supplier We may require you to debver a sample of their product 
Our specifications and standards for supplier approval are generally available upon written request If product 
specifications for the item are not m the Manuals, we will furnish the general, but not manufacturmg, 
specifications for Non-Propnetary Products to you at your request We may condition our approval on the 
suppher agreeing m wntmg not to disclose any confidential mformation regardmg us or our operations, to 
comply faithfully with our specificahons for the items it sells, to sell any matenals bearing our Daphne's Marks 
only to our franchisees, and on the suppher demonstratmg to our reasonable sahsfachon that it is able to supply 
commodities meeting our speaficahons on a contmumg basis, and that the suppher is, and will continue to be, 
of good standing in the busmess community with regard to its financial soundness and the rehabihty of its 
product and service We also have the nght to require, as a condition of approval, that our representatives are 
permitted to mspect the suppher's facihties and that you deliver to us and/or to an mdependent, cerhfied 
laboratory designated by us, all mformation, specifications and samples that we reasonably designate for 
testmg You must pay us a fee not to exceed the actual cost of the mspection testmg In addition to product 
testmg, a facihty audit may be required, and you must pay us, m advance, a deposit of up to $1,000, before we 
begm any mspection You will be responsible for any addihonal costs and expenses assoaated with the 
mspection of the facihty We will use our good faith efforts to notify you of our decision within 60 days after we 
receive your request for approval and all requested back-up mformation You may not use a suppher unless we 
notify you of our approval m wnhng We may revoke a suppher's approval for failure to comply with our 
requirements and specificahons We will disapprove or withdraw our approval of any suppher by written 
notice to you Wo have no franc-hisocs as of-the issuance date of this Disclosure Document so we derived no 
icvcnuo-frem franchisoo's purchases or looses of roquiied products/soivices from us and our approved or 
designated-supphcrs-

Rebates We may, from time to time, receive rebates from Approved Supphers based on the aggregate volume 
of items ordered You will not be entitled to receive any portion of these rebates We do not currently receive 
rebates based on purchases by franchisees In addition, we may negotiate certam arrangements, mcludmg price 
terms, for the purchase of certam items, such as logoed paper products and cups for the benefit of our 
franchisees We do not provide material benefits to franchisees (for example, renewal or granting addihonal 
franchises) based upon their purchase of particular products or services or use of particular supphers 'There are 
currently no purchasmg or distribution cooperatives for the System For the fiscal year ended December 31. 
2018. our affiliate Daphne's. Inc derived levenues of $208.000. representing approximately 3% of its total 
income of approximately $6.580,000 m tlie fonn of rebates from suppliers as a result of required purchases by 
fianchisees Wchave no franchisees as of the issuance date of this Disclosure PeeumeHtso uo have not rcx:oivcd 
any rebates fiom any Appiovcd-Supphois, but may do go m the future

Insurance You must obtam and mamtam throughout the term of your Franchise Agreement the types and
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amounts of msurance required by us and you must provide us with proof of coverage and Certificates of 
Insurance for all pobcies of msurance You must obtam worker's compensahon msurance with limits m 
compliance with your state law and employer's liabibty msurance with $1,000,000 combmed smgle limit 
coverage, as well as any other msurance that may be required by statute or rule of the state m which your 
Franchised Restaurant is located or operated Additionally, you must obtam (i) comprehensive general babibty 
msurance and product babibty msurance with bmits of $1,000,000 combmed smgle limit coverage including the 
followmg broad form contractual babibty and personal mjury coverage (employee and contractual mclusion 
deleted) msurmg us and you agamst all claims, suits, obbgations, babibties and damages, mcludmg attorneys’ 
fees, for actual or alleged personal mjuries or property damage relatmg to your Franchised Restaurant busmess, 
provided that the required amounts may be modified periodically by us to reflect mflation or future expenence 
with claims, (ii) automobile babibty msurance on company vehicles, mcludmg owned, hired and non-owned 
vehicle coverage, with a combmed smgle limit of at least $1,000,000, (ui) loss of mcome msurance (m an amount 
sufficient to cover the contmumg bcense fee and other fees due under the Franchise Agreement for a penod of 
at least 12 months), (iv) rental value msurance (m an amount sufficient to cover the rents and other fees due the 
landlord and/or merchants' association under the lease, if any, durmg any penod of busmess mterruphon or 
mabibty to operate your Franchised Restaurant) or any greater amounts of msurance as required by the Lease 
for the Franchised Location, (v) emplo3mient practices babibty msurance, (vi) employee non-owned automobile 
msurance with bmits of $1,000,000, (vii) cyber-bability msurance with bmits of $50,000, and (vm) additional 
msurance and types of coverage as reqmred by the terms of any Lease for the Franchised Location, mcludmg an 
umbrella pobcy with bmits of $2,000,000 to $4,000,000 We reserve the nght to change our msurance 
requirements durmg the term of your Franchise Agreement, mcludmg the types of coverage and the amounts of 
coverage, and you must comply with those changes If you do not obtam any msurance as required, we have the 
right (but not the obbgation) to purchase msurance on your behalf and you must reimburse us for our costs 
related to the purchase of msurance

Credit Cards You are required to honor all credit, charge, courtesy and cash cards approved by us m wntmg 
To the extent you store, process, transmit or otherwise access or possess cardholder data m connection with 
sellmg Authorized Products, you are required to mamtam the security of cardholder data and adhere to the 
Then-current Payment Card bidustry Data Security Standards ("PCI DSS"), currently found at 
WWW pcisecuntystandards org for the protection of cardholder data throughout the Term of your Franchise 
Agreement You are responsible for the security of cardholder data m the possession or control of any of 
subcontractors you engage to process credit cards All subcontractors must be identified to and approved by us 
m writing prior to sharmg cardholder data with the subcontractor You must, if requested to do so by us, 
provide appropnate documentation to us to demonstrate compbance with appbcable PCI DSS requirements by 
you and aU idenhfied subcontractors

Gift Cards. Loyalty. CRM. Social Media Software. Onlme and Mobile Ordering Programs You may not 
create or issue any gift certificates or gift cards and may only sell gift certificates or gift cards that have been 
issued by us that are accepted at all Daphne's Restaurants You must participate m all gift certificate and/or gift 
card admmistration programs as we may designate from time to time You must honor all coupons, gift 
certificates, gift cards and other programs or promotions we direct You must fully participate m all guest 
loyalty or frequent customer programs now or m the future adopted or approved by us You must not issue 
coupons or discounts of any type for use at your Franchised Restaurant except as approved by us m wntmg In 
addition, you must purchase, enroll in or subscnbe to, as appbcable, all CRM, soaal media analytics and onlme 
and mobile ordermg software or programs that we designate We may change the designated suppliers of these 
or similar services m our discretion You must change, purchase or subscribe to the additional programs or 
software, as appbcable, after we give you notice to do so
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Music and Music Selechon

You must use a provider of music for your Franchised Restaurant and must play only the music and music 
selections that we approve You must mstall the equipment necessary to receive and play approved music

ITEM 9
FRANCHISEE'S OBLIGATIONS

This table lists your pnncipal obhgations under the Franchise Agreement and other agreements It will help 
you find more detailed information about your obligations m these agreements and in other items of this 
Disclosure Document

OBLIGATION ARTICLES AND SECnON(S) IN 
AGREEMENTS

DISCLOSURE
DOCUMENT ITEM

a Site selection and 
acquisition/lease

Arhcle 5 of the Franchise Agreement, Sections 5 1- 
5 2 of the Area Development Agreement

Items 8,11 and 16

b Pre-opening purchases/leases
Article 5 and Section 7 8 of the Franchise
Agreement, Sections 5 1 - 5 3 of the Area 
Development Agreement

Item 5 and 16

c Site development and other pre­
opening requirements

Sections 5 3 and 5 4 of the Franchise Agreement, 
Sections 2, 6 1 - 6 2 and Exhibit A of the Area 
Development Agreement

Items 7,11 and 16

d Initial and ongoing training Sections 6 1 - 6 3, 7 2 - 7 5 of the Franchise 
Agreement Items 6 and 11

e Opening Section 5 4 of the Franchise Agreement Item 11

f Fees

Sections 3 3, 7 4, 7 5 and 7 27 and Articles 4 and 10 
of the Franchise Agreement, Sections 3 4 and 9 4 7, 
Article 4 and Exhibit of the Area Development 
AgreementT-Sect-iens 3 (a),(b), (c) and(f) of the
Asset Purchase Agroomont,.

Items 5 and 6

g Compliance with standards and 
policies/Manuals

Article 11 and Section 15 44-10 of the Franchise 
Agreement, Articles 6 and 16 of the Area 
Development Agreement

Item 11

h Trademarks and proprietary 
information

Section 7 6 and Arhcle 9 of the Franchise
Agreement, Articles 7 and 8 of the Area 
Development Agreement

Items 11,13, and 14

1 Restrictions on products/services 
offered

Article 8 of the Franchise Agreement, Section 6 2 
of the Area Development Agreement Items 8 and 16

j Warranty and customer service 
requirements

Section 7 20 of the Franchise Agreement Not Applicable

k Territorial development and sales 
quotas

Sections 2 1, 2 4, 2 5, 2 6 and 6 1 of the Area 
Development Agreement Item 12
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OBLIGATION ARTICLES AND SECTION(S) IN 
AGREEMENTS

DISCLOSURE
DOCUMENT ITEM

1 Ongoing product/service 
purchases

Articles 6,7 and 8 and Section 10 5 of the Franchise 
Agreement Item 16

m Maintenance, appearance and 
remodeling requirements

Sections 5 5, 7 22 and 7 25 of the Franchise 
Agreement, Arhclo 15 of the Asset Purchase 
Agreement

Items 7 and 16

n Insurance Article 13 of the Franchise Agreement Item 16

o Marketing Article 10 of the Franchise Agreement Items 6,11 and 13

p Indemnification
Sections 9 4,16 7 and 18 4 of the Franchise 
Agreement, Section 144 of the Area Development 
Agreement

Items 6,12 and 17

q Owner's participation/ 
management / staffing Section 712 of the Franchise Agreement Item 15

r Records and reports Article 12 of the Franchise Agreement Item 6

s Inspections and audits Sections 7 7 and 12 3 of the Franchise Agreement Item 6

t Transfer Article 14 of the Franchise Agreement, Articles 9 
and 10 of the Area Development Agreement Items 6 and 17

u Renewal
Sections 3 2-3 6 of the Franchise Agreement,
Sections 3 2-3 6 of the Area Development
Agreement

Items 6 and 17

V Post-termination obligations Article 17 of the Franchise Agreement, Article 12 
of the Area Development Agreement Items 6 and 17

w Non-competition covenants
Section 15 2 -15 4,15 7,15 8 and 15 44-9.of the 
Franchise Agreement, Article 13 of the Area 
Development Agreement

Item 17

X Dispute resolution
Article 19 of the Franchise Agreement, Article 15 
of the Area Development Agreement, Article 18 ot 
the-Asset-Puichase Agroomont

Item 17

y Taxes & Permits Sections 4 6 and 5 3 of the Franchise Agreement Items 1 and 7

z Computer hardware and software Sections 7 8,10 7-10 9 and 11 6 of the Franchise 
Agreement Items 11 and 16

aa Security Interest Sections 4 8 and 14 2 1 of the Franchise Agreement Item 10

bb Liquidated Damages Section 15 6 of the Franchise Agreement Item 6



ITEM 10 
FINANCING

The Operating Company may, but is not required to, finance a portion of the purchase pnce for an Operating 
Restaurant that it bebeves is appropriate under the circumstances if you purchase an Operating Restaurant from 
the Operating Company-under our current Asset Purchase Agroomont (Exhibit O') and applicable attachments 
The Operatmg Company's financing generally will be based upon a 5 year amortization, all due and payable 
withm 60 months, with mterest at a variable mterest adjusted every 6 months after the closing date of your 
purchase of the Restaurant at a rate equal to the greater of the prime rate of mterest, as pubbshed by the 
Western Edition of the Wall Street Journal, plus 1%, or 10% per annum You must sign a Secured Promissoiy 
promissory nNote (in a form substantially similar to the Secured Promissory Note attached as Exhibit B to the 
Asset Purchase Agr-ecment) in the Operating Company' favor m the amount fmanced_-(-the -"Purchase Note") 
Monthly payments will vary dependmg upon mterest rates, term of note, down payment, etc You may prepay 
the promissory note with no prepayment penalty You waive all rights of presentment protest and demand, 
notice of protest, demand, dishonor and nonpayment of the promissory note, notice of acceleration, notice of 
intent to accelerate, and any and all otlier similar notices, except the notice of default to be given if you don't 
make your payments under the promissory note You are not barred from asserting a defense against us. but if 
any legal action is brought to enforce or collect the promissory note, the prevailing party will be entitled to 
reasonable attorneys fees and costs, including any and all costs of collection, m addition to any other relief to 
which tliat party may be entitled

P-a^mient of the Pmehaso Note will be secured by a secunt)' mtciost that you will grant the Operating Company 
ffl the purchased assets in accoidane-c-with a SGCuuty-Agrooment in o-ferm substantially smnlar to the Security 
Agioemont attached as Exhibit C to the Asset Purchase Agreement (the-^Securit)' Agreement”) that you -and-the 
Operating Company will sign on the closing date Tl'ic Operating Company will file notice of its security mtorcGt 
w-ith a UCC 1 fmancmg statement If you are a corporation, limited liability company, limited partnership or 
ether business enfaty, the OpeiatmgCompan^Hnay-iequirc your shareholders, members and limited partners to 
guaiantee all of your-ebbgahons to-the-Oporating Company under the-Purehase Note-and-Sccunty Agreement 
tinder a Guarantee-attached as Exhibit D to the Asset Purchase Agreement If you default on any payment of 
principal-or mterest for inen-e than 10 days, the Purchase Note will immediately become due at the option of the 
Operating Comparty -Failure to mako-the payments lequiicd by the Purchase Note may-result in termination of 
your Franchise Agieemont, and possibly any other agreement between you and us, the Operatmg Company oi 
otir- affiliates, and the Operating Company' lopossession-of the Franchised Unit and the Fianchised Location If
the Oporatmg-Oompany is-reqiured- to pursue-collection of the Purchase Note, the 
require you to pay-its legal fees and expenses

Operating Company may

You-may piepay the Purchase Note with no prepayment penalty You waive all lights of presentment, piotcst 
and-deinand, notice of protest, demand, dishonoi and-nonpayment of-the Purchase Note, notice of acceteratron7 
notice of intent to accelerate, and any and all other similar notices, except the notice of default to bo given if you 
don't make your payments undei the Purchase Note You are not barred-from asserting-a defense against us, 
but if any legal action is brought to enforce or cobect the Purchase Note, the prevailing pmty will bo entitled-to 
reasonable attornoy-s-fees and costs> mcliiding any and all costs of collection, in addition to any other relref-to 
which tliat party may-be entitled

With this exception, we do not offer direct or induect financing We do not guarantee your note, lease, or 
obligation We will not assign or discount your piomissoiy note Purchase Notes to a third party
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ITEM 11
FRANCHISOR'S ASSISTANCE, MARKETING, COMPUTER SYSTEMS, AND TRAINING 

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

Before Opening

We have the following obligations to you before you open your Franchised Restaurant for business

1 Site Selection We will provide you with our site criteria that uiclude the factors we consider ui 
acceptmg Franchised Locations, such as general location and neighborhood, traffic patterns, parking, size, 
physical characteristics of existing buildings and lease terms You may not construe any assistance we may 
provide, or our acceptance, as a guarantee or other assurance that the proposed site will be successful Upon 
locating a proposed site, you must submit m writmg certam mformation we request (Franchise Agreement. 
Section 5 11 You must identify the site for your Franchised Locahon withm 90 days after you sign your 
Franchise Agreement and obtam a fully executed Lease for the site no later than 180 days after you sign your 
Franchise Agreement (Franchise Agreement. Section 5 11 You must open your Franchised Restaurant withm 
one year after you sign your Franchise Agreement We will not unreasonably withhold our consent to your 
request for additional time to open your Franchised Restaurant (Franchise Agreement. Secfaon 5 41 If you and 
we fail to agree on a site withm the required tune limit, we can termmate your Franchise Agreement (Franchise 
Agreement. Section 16 215)

2 Site Design We will provide you with a copy of our specifications for the decor and layout of a 
Franchised Restaurant and the required fixtures, equipment, fumishmgs, decor, trade dress and signs You are 
responsible for the costs of preparmg architectural, engmeermg and construction drawmgs and site and space 
layout and extenor signage plans You must use a licensed architect and designer whom we approve to design 
and construct your Franchised Restaurant You are responsible for the cost of construction and remodelmg of 
your Franchised Restaurant (Franchise Agreement. Section 5 31

3 Manuals You must operate your Franchised Restaurant m stnct compbance with the standard 
procedures, policies, rules and regulations contamed m our manuals ("Manuals") After you sign your 
Franchise Agreement, we will loan you one or more manuals to use durmg the term of your Franchise 
Agreement which may mclude audio, video, compact disks, computer software, other electronic media and/or 
written materials At our ophon, we may post some or all of the Manuals on a restncted website, mtranet, or 
extranet to which you will have on-bne access The Manuals consist of approxunately 200 pages and contam our 
standard operational procedures, pohcies, rules and regulations with which you must comply We may, from 
time to time, update or change the Manuals m our sole discretion (Franchise Agreement. Section 6 51 You will 
be given the opportunity to review the Manuals before you sign your Franchise Agreement You must operate 
your Franchised Restaurant in compliance with the terms of your Franchise Agreement and the Manuals You 
alone will exercise day-to-day control over all operations, achvities and elements of your Franchised Restaurant, 
including over your employees Under no circumstance will we do so or be deemed to do so The various 
requirements, restrictions, prohibitions, specifications and procedures of Daphne's System with which you must 
comply under the Franchise Agreement and the Manuals do not directly or mdirectly constitute, suggest, infer 
or imply that we control any aspect or element of the day-to-day operations of your Franchised Restaurant, but 
only constitute standards to which you must adhere when exercismg your control over the day-to-day 
operahons of your Franchised Restaurant consistent with our policies (Franchise Agreement Section 711



4 Pre-Opemng Initial Training Program We will provide our Initial Training Program at our corporate 
office and at an Affibate-Owned Restaurant for your Pnncipal Owner and your General Manager or other 
supervisorial or managenal personnel (Franchise Agreement. Section 611

5 Approved Suppliers We will designate our Approved Suppliers for you after you sign your Franchise 
Agreement All Branded Products, Proprietary Products and Non-Proprietary Products that we designate for 
use and sale at your Franchised Restaurant must be purchased from Approved Suppliers (Franchise 
Agreement. Secfaon 81)

Post-Opening Obligations

We have the following obligations to you durmg the operation of your Franchised Restaurant

1 Post-Opening On-Site Opening Assistance We will provide on-site training and assistance for 3 days 
before and 3 days after your first Franchised Restaurant opens for business to the pubhc (Franchise Agreement. 
Section 6 3) We do not provide on-site opening assistance you or your affiliates if you already own or operate a 
Franchised Restaurant when you sign your Franchise Agreement or if you sign a renewal Franchise Agreement

2 Consultation We may provide regular consultation and advice to you in response to inquiries from 
you regarding administrative' and operatmg issues that you bnng to our attention We may make 
recommendations that we deem appropriate to assist your efforts However, you alone will estabhsh all 
requirements, consistent with our poliaes, regardmg (i) employment pohcies, hiring, firmg, trammg, wage and 
hour requirements, record keeping, supervision, and disciplme of employees, (u) the individuals to whom you 
will offer and sell your products and services, and (lu) the suppbers from whom you obtam any products or 
services used m or at the Franchised Restaurant for which we have not estabbshed Approved Suppbers 
(Franchise Agreement. Section 6 61

3 Post-Openmg Addihonal Traimng Programs We may provide additional and remedial trammg 
programs for new or replacement supervisorial or managerial personnel ("Additional Trammg Programs") 
(Franchise Agreement Section 6 31

4 Post-Openmg Additional Initial Trammg Programs We may provide additional Inihal Traimng 
Programs for your supervisorial and managerial persomiel (Franchise Agreement. Section 6 21

5 Products We will designate Branded Products, Proprietary Products and Non-Propnetary Products 
that you may or must stock and promote (Franchise Agreement. Sections 8 1)

6 Inspections We may examme your Franchised Restaurant to confer with your supervisonal or 
managenal employees, mspect and check operations, food, beverages, fumishmgs, interior and exterior d^or, 
supplies, fixtures and equipment, and determme whether your Franchised Restaurant is bemg operated m 
accordance with your Franchise Agreement, Daphne's System and the Manuals (Franchise Agreement. 
Sections 6 7)

7 Pncmg Guidelines We may provide pncing guidelmes for Authorized Products, subject to appbcable 
law (Franchise Agreement. Section 7 11)

8 Manuals We will continue to provide you with access to our Manuals during the term of your 
Franchise Agreement which may include audio, video, compact disks, computer software, other electronic
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media and/or written materials We may, from time to time, update or change the Manuals in our sole 
discretion You wall be given the opportunity to view the Manuals before you sign the Franchise Agreement 
(Franchise Agreement. Section 6 51

9 Daphne's Marks and Daphne's System We will permit you to use the Daphne's Marks and Daphne's 
System during the term of your Franchise Agreement (Franchise Agreement. Section 211

10 Confidenbal Information We wiU provide you with access to our confidential information durmg the 
term of your Franchise Agreement (Franchise Agreement. Section 1111

11 Toll Free Telephone Number We may now or m the future estabhsh a toll free telephone number for 
the purpose of accepting and confirming customer orders nationwide, customer service, and customer follow­
up and satisfaction surveys If we establish a toll free number, you must comply with our procedures for 
implementing the nationwide service as we specify m the Manuals or otherwise m wntmg (Franchise 
Agreement, Section 6 9)

Length of Time to Open Your Franchised Restaurant

You must identify a site for your Franchised Restaurant within 90 days after you sign your Franchise 
Agreement, dehver a fully executed copy of the Lease to us withm 180 days after you sign your Franchise 
Agreement, and you must open your Franchised Restaurant for busmess withm one year after signmg your 
Frandiise Agreement, unless we agree otherwise (Franchise Agreement. Sections 51 and 5 41 A Franchised 
Restaurant usually opens for busmess withm 12 months after you sign your Franchise Agreement Factors that 
may affect the length of time between signmg of a Franchise Agreement and openmg for busmess mclude the 
time necessary to identify a location that we will accept, obtam any fmancmg you need, obtam required permits 
and governmental agency approvals, fulfill local ordmance requirements, complete construchon, remodehng, 
alteration, and improvement of the Franchised Location, mcludmg the mstallation of fixtures, equipment, and 
signs, and complete the hirmg and trammg of personnel Delay m construction may be caused by inclement 
weather, material or labor shortages, labor actions, slow dehveries, equipment shortages and similar factors

You may open a Franchised Restaurant under the Area Development Agreement only by signmg a Franchise 
Agreement after you obtam a Franchised Location As noted above, we estimate the length of time between 
signmg a Franchise Agreement and the openmg of your Franchised Restaurant to be 12 months, though the 
length of time you take may vary

Site Selecfaon/Lease/Purchase of Real Estate

You are solely responsible for selection of the proposed site of your Franchised Restaurant, which will be subject 
to our review and acceptance After you sign your Franchise Agreement, you must identify one or more sites 
that meet our then current standards and specifications and submit the site to us for approval We will notify 
you m wntmg whether the site is accepted or rejected withm about 30 days after we receive all of the 
mformation we require to evaluate the site You must submit your proposed lease to us to allow us at least 15 
days to confirm that the required provisions m Sechon 5 2 of the Franchise Agreement have been mcluded m 
the lease and/or that you and your landlord have executed an Option to Obtam Lease Assignment (Exhibit O m 
the form we specify, and you must provide us with a fully signed copy of any lease you sign following our 
acceptance (Franchise Agreement. Section 5 21 You must submit all demographic and other mformation 
regardmg the proposed site and neighboring areas that we may require If you are purchasmg the site for your 
Franchised Restaurant, you must submit the purchase contract to us for acceptance at least 15 days before you

\\rs1\ tpps\lhsmh\CD\lS218-6\ 1518923,doi oV4-l<1ii0hQ 1 c

301^ 2019 MCFCrPP



sign it and provide us with a fully signed copy withui 15 days of the closing of the purchase transaction We 
may, without obhgation, assist you in locating a proposed site, only after you sign your Franchise Agreement 
and pay the Initial Franchise Fee If you do not already have a location when you sign your Franchise 
Agreement, you must purchase or lease a site for your Franchised Restaurant promptly after you sign your 
Franchise Agreement Our acceptance of your lease is based solely on our own interests and does not represent 
any guarantee or endorsement by us of the Franchised Location or confirmation that the lease comphes with 
applicable law or that tlie terms of the lease are favorable to you If we accept the proposed site, we will notify 
you of our preliminary acceptance of the site within about 30 days (or 15 days after you provide any 
supplemental mformation we request) If you and we fail to agree on a site withm the required time limit, we 
can terminate your Franchise Agreement (Franchise Agreement. Section 16 2 15)

Your lease must not (i) obligate us m any manner, or (ii) contain any provision inconsistent with your Franchise 
Agreement You and your Landlord must enter into our Option to Obtain Lease Assignment or your lease must 
provide for the followmg (i) the Lease may not be amended, assigned or sublet witliout our prior wntten 
consent, (ii) we have the right (but not the obligation) to succeed to your rights under the Lease if you fail to 
exerase any option to renew, and/or extend the term of the Lease, (in) if you default under the Lease, the 
Landlord must notify us m writmg at least 15 days prior to the termmation or non-renewal of the Lease, (iv) we 
have an option to assume the Lease upon the termmation or expiration of the Lease for any reason by givmg 
written notice of the election to you and the Landlord, (v) you have the unrestricted right, without the 
Landlord's consent, to assign or sublet the Franchised Location to us, or any franchisee or bcensee approved by 
us, and (vi) we have the right to enter the Franchised Location to remove all of the Daphne's Marks from the 
Franchised Location and modify the decor of the Franchised Location so that it no longer resembles, m whole or 
m part, a Daphne's Restaurant if you fail to do so (Franchise Agreement. Sections 5 12 and 5 21 If you are 
purchasmg the Franchised Location, you must submit the contract for purchase and sale to us for approval at 
least 15 days before you sign it, and provide a fully signed copy of the contract to us withm 15 days followmg 
closmg

You may not open your Franchised Restaurant at the Franchised Location for busmess until you have received 
our written authorization, which may be subject to our satisfactory mspection of your Franchised Restaurant at 
the Franchised Location (Franchise Agreement Section 5 41

You may not relocate your Franchised Restaurant to any other location without our prior written consent You 
must pay us a Relocation Fee when you request our consent to a relocahon of your Franchised Restaurant If we 
consent to a relocation of your Franchised Restaurant, you wiU have 12 months from the date of our approval of 
the new Franchised Location to secure the new Franchised Location and to open and operate your Franchised 
Restaurant at the new Franchised Location If you fail to secure a new Franchised Location withm 12 months of 
the date we approve the new Franchised Locahon, we may extend the tune for you to do so, however, we will 
then have the right to estimate and biU you, as a relocation assessment, for Royalty Fees for the time period 
followmg the 12 month period based upon the Royalty Fees we received for your ongmal Franchised 
Restaurant during the identical periods of the last preceding calendar year plus an addibonal 10% of such 
amount or, if your Franchised Restaurant was not m operation durmg the identical period of the last precedmg 
year, based upon the average Royalty Fees you paid dunng the number of months your ongmal Franchised 
Restaurant was m operahon plus an additional 10% of that amount (Franchise Agreement. Section 5 51

POS System. Computer Hardware and Software. Sound System

You must purchase, use and mamtain the POS System we specify, a network router, all related software, a back 
office computer and prmter, mcludmg all related hardware and software, cameras and a DVR, televisions and a

27



sound system, each as specified m the Manuals or otherwise by us m writmg Currently, we require you to use 
the Aloha POS System Your POS System must be capable of accessmg the Internet for the purpose of 
implementing software, transmittmg and receivmg data and for ordermg and mamtainmg the POS System We 
will have mdependent access to your POS System The POS System must be electronically Imked to us, and you 
must allow us to poll the POS System on a daily or other basis at the times and m the manner established by us, 
with or without notice, and to retrieve transaction mformation includmg sales, sales mix, usage, and other 
operations data that we deem appropnate We may require that you update, upgrade or replace the POS 
System, includmg hardware and/or software, upon 90 days' wntten notice, and if we do so, there are no 
contractual obligations limitations on the frequency and cost of the obligation, however, you will not be 
required to completely replace the POS System any more frequently than once every 3 years Neither we nor an 
affibate are obligated to provide on-going repairs, upgrades or updates to your POS System The POS System 
must mclude the required technology to permit you to accept onhne orders of Authorized Products and services 
at your Franchised Restaurant and to accept and process Daphne's California Greek gift cards sold in other 
Daphne's Restaurants In addition, you must mamtain and update all computer hardware and software as 
required by us It will cost you approximately $15,000 to $20,000 to buy the POS System and related software for 
your Franchised Restaurant Monthly maintenance costs to the POS Systemjrange from $300 to $600 per month 
You must upgrade the POS System if and when we mstruct you to do so (Franchise Agreement. Section 7 8)

Internet

We have registered the Internet domam name www Daphnes biz and have estabhshed a site usmg this domam 
name You acknowledge that the domam name is our sole property You may not use m any manner, any 
computer medium or electromc medium (for example, any Internet home page, e-mail address, website, domain 
name, URL, bulletm board, newsgroup or other Internet related medium or activity) that contams the Daphne's 
Marks, or any other words, symbols or terms confusmgly similar to the Daphne's Marks without our express 
pnor written consent We may mclude on our Internet Website mterior pages that identify all Daphne's 
Restaurants, includmg your Franchised Restaurant (Franchise Agreement Sections 10 7 and 10 8. Area 
Development Agreement. Section 7 31

We have the sole right to market on the Internet and use the Daphne's Marks on the Internet, mcludmg all use 
of websites, domam names, URLs, directory addresses, email addresses, metatags, Imking, marketmg, 
cobrandmg and other arrangements, and m all other forms of electronic media You may not separately register 
any domam name or any portion of a domam name contammg the Daphne's Marks or participate or market on 
any website or other form of electronic media (mcludmg social technology, social media and social networkmg 
platforms) usmg tlie Daphne's Marks unless you first obtam written approval from us Your general conduct on 
the Internet or other forms of electronic media, mcludmg your use of the Daphne's Marks or any marketmg, is 
subject to the terms and conditions of your Franchise Agreement and any other rules, requirements or policies

In order to mamtam a consistent image and message and to protect the Daphne's Marks and Daphne's System, 
you must not parhcipate or market through the use of social technology, social media such as Facebook, 
Instagram, My-Space, Pmterest and Twatter, social networkmg platforms or other forms of electronic media not 
yet developed ("Social Media Platforms") usmg the Daphne's Marks, or m connection with the your 
Franchised Restaurant, without our prior written consent If you separately register any Social Media Platform 
account (a "Social Media Account") contammg the Daphne's Marks or related to your Franchised Restaurant, 
whether with our prior consent or not (i) you must promptly nohfy us and provide us with all necessary
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information related to the Social Media Account we require or demand, without compensation to you, and (ii) 
the Social Media account will become our property, without compensation to you We will be the sole owner of 
all related intellectual property nghts in all Social Media Accounts and all content posted on Social Media 
Accounts (Franchise Agreement. Section 10 91

WiFi Service

You must provide free WiFi service at your Franchised Restaurant for use by your customers in compbance 
with our requirements for bandwidth included in the Manuals or other directives from us We will control the 
WiFi gateway and all emails collected will be our property, with no restrictions on our use or distnbution of 
email addresses (Franchise Agreement Section 10 71

Intranet

We may, at our option, estabbsh an Intranet through which our franchisees may communicate with each other, 
and through which we may communicate with you and may disseminate the Manuals, updates and other 
conhdential information to you If we estabbsh an bitranet, you must estabbsh and maintam an electronic 
connection with the Intranet that allows us to send messages to and receive messages from you We will have 
sole discretion and control over all aspects of the Intranet, mcludmg the content and functionabty of the 
Intranet You will have the privilege, but not the right, to use the Intranet, subject to your compbance with our 
policies (Franchise Agreement Section 7 23)

Marketing Fund Fees

We do not currently require you to make any contnbution to a marketmg fund We may elect to estabbsh a 
marketmg fund (the "Marketing Fund") to promote the Daphne's Marks and all Daphne's Restaurants upon 90 
days' prior notice to you If and when the Marketing Fund is established, you must contribute to the Marketing 
Fund the amount of Marketing Fund Fees that we specify, which will range from 2% to 3% of Gross Sales 
Company-owned and affibate-owned Daphne's Restaurants, mcludmg any Daphne's Restaurants owned by the 
Operatmg Company, may, but are not required to, contribute to the Marketmg Fund If they do, they may not 
be required to contnbute m the same percentage as you and may stop contributmg at any time without notice to 
you (Franchise Agreement. Section 1011

Once estabbshed, the Marketmg Fund will be admmistered by us and will be used to meet the costs of 
conducting marketmg and promotional activities The Marketing Fund may be used to pay the costs of 
preparmg and producmg video, audio and wntten marketmg materials employmg marketmg agencies, 
sponsorship of sportmg, charitable or smrular events, admmistenng regional and multi-regional marketmg 
programs mcludmg purchasmg direct mail and other media marketmg, and employmg marketmg agencies to 
assist with marketmg efforts, supporting public relations, market research and other marketmg and 
promotional activities, campaigns, test markehng, marketmg surveys, pubbc relations activihes, website 
development/operation for portal, Internet, Intranet and URL services and for 800 or similar numbers 
(Franchise Agreement. Sechon 1011 The Marketmg Fund is mtended to maximize general pubbc recognition 
and acceptance of the Daphne's Marks for the benefit of Daphne's System The admmistrator will not be 
obligated, m admmistenng the Marketmg Fund, to make expenditures for you m your Protected Area that are 
equivalent or proportionate to your contribution, or to ensure that you benefit directly or pro rata from the 
marketmg or promotion conducted under the Marketmg Fund (Franchise Agreement. Section 101 21 Your 
Marketmg Fund Fees will be held in an account separate from our other funds Your Marketmg Fund Fees will 
not be used to defray any expenses of ours or the admmistrator s, except for the reasonable costs and overhead,
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if any, as each may incur, such as the costs of personnel for creahng and implementing promotional and 
marketing programs Any unused monies m the Marketmg Fund at the end of any year will be used in the next 
fiscal year Our pnnted matenals and Website may also contain references statmg that "Franchises Are 
Available" and/or that "Each Daphne's California Greek Franchise Is Independently Owned and Operated" to 
promote the sale of franchises for Daphne's Restaurants With this exception, no portion of the Marketmg Fund 
will be used to sobcit or to sell Daphne's California Greek franchises to prospechve franchisees (Franchise 
Agreement. Sechon 101 3) No more than once a year. wWe will prepare an annual unaudited accountmg of 
the cxpenditurcs-o-f- the Marketing Fund and upon request distnbute tlie accounting to Daphne's Franchisees 
The annual accounting will state the total amount of money collected and spent by the Marketing Fund during 
the previous year and will list, by general category, the manner in which we spent the money Tlie report will 
not be separately auditedwhich will bo piovided to you upon vour wiitton request (Franchise Agreement. 
Secfaon 10111

Local Marketmg Expenditures

In addition to any Marketmg Fund Fees you are required to pay to us, you must spend an amount equal to 1% 
of the Gross Sales of your Franchised Restaurant on local promotion and marketmg (the "Local Marketmg 
Expenditure") All marketmg must meet our specifications m our Manuals You must submit to us before use, 
samples of all local marketing matenals, and descnptions of all local marketmg programs, not prepared or 
previously approved by us, for our approval You may not use any marketmg matenal or program or use 
Daphne's Cahfomia Greek logo or Daphne's Marks m any public manner without our pnor wntten approval 
On the 10* day of each month, you must provide us with copies of all mvoices, statements, canceled checks or 
other forms of payment that you issued durmg the precedmg month that evidence your expenditure and 
payment of 1% of your Gross Sales on local marketmg If you fail to do so, or if you fail to spend at least 1% of 
your Gross Sales on local marketmg durmg any month, you must unmediately pay the Marketmg Fund the 
difference between the amount that you actually spent on local marketmg and 1% of your Gross Sales We 
reserve the right to adjust the amount of the Local Marketing Expenditure at any time durmg the Term upon 90 
days' prior written notice to an amount not to exceed 2% of Gross Sales (Franchise Agreement. Secfaon 10 2 
and Exhibit At

Cooperative Marketmg Programs

We may, m the future, establish programs for co-operahve marketmg ("Cooperative Marketmg Programs") to 
coordmate advertismg, marketmg efforts and programs, to serve as a conduit for the collection and expenditure 
of the contnbuted funds and to maximize the efficient use of local and/or regional marketmg media If we create 
a Cooperahve Marketmg Program for the a defmed coverage area (a "Marketing Coverage Area") m which 
your Franchised Restaurant is located, you (and, if we or an affibate own a Daphne's Restaurant m the 
Marketmg Coverage Area, then we and/or our affibate), must become a subscriber and member of the 
Cooperative Marketmg Program and must participate m the Cooperative Marketmg Program m the manner we 
prescribe The size and content of a Marketmg Coverage Area will be bmdmg upon you and all other similarly 
situated Daphne's Cabfomia Greek franchisees Each participatmg Daphne's California Greek franchisee will be 
entitled to one vote for each Eranchised Restaurant located withm the Marketmg Coverage Area as we may 
determme (Franchise Agreement. Section 10 31

You and all other members of the Marketmg Coverage Area whose Franchise Agreements require their 
participation m the Cooperative Marketmg Program, will contnbute to the Cooperative Marketmg Program the 
amounts that are determmed by us and 50% or more of the participating Daphne's Restaurants m the 
Cooperahve Marketmg Program (not to exceed 2% of the Gross Revenue of each participating Daphne's
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Restaurant located in the Marketing Coverage Area Your contributions to a Cooperative Marketing Program 
will be credited against your required Local Marketuig Expenditure (Franchise Agreement, Section 10 311

We will administer the Cooperative Markehng Program and deterrrune the pohcies of the Cooperative 
Marketing Program and the use of the available funds for media time, produchon of media materials, radio, 
television, newspapers or local markehng materials such as flyers or posters, or for any other type of advertising 
or marketing use We reserve the right to establish general standards concemmg the operation of the 
Cooperahve Marketing Program, advertismg agencies retained by the Cooperative Marketmg Program, and 
marketmg conducted by the Cooperahve Markehng Program Any disputes (other than pricmg) arismg among 
or between you, other Daphne's California Greek franchisees, and/or the Cooperahve Markehng Program will 
be resolved by us and our decision will be fmal and bindmg on all parties (Franchise Agreement. Section 
10 3 21

Grand Openmg Markehng and Promohon

At least 60 days before the opening of your Franchised Restaurant, you must submit a Grand Openmg 
Promotional Plan to us which outbnes your proposal for grand openmg markehng and promotion of your 
Franchised Restaurant You must obtam our wntten consent to the Grand Openmg Plan before you implement 
it You must modify the Grand Openmg Plan as we request, and, thereafter, you may not make any substanhal 
changes to the Grand Openmg Plan without our advance written consent You must, during the period 
begmnmg 30 days before the scheduled openmg of your Franchised Restaurant and conhnumg for 15 days after 
your Franchised Restaurant opens for business, spend $5,000 - $15,000 to conduct grand openmg marketmg and 
promotion for your Franchised Restaurant Withm 60 days after your openmg date, you must provide us with 
copies of all mvoices, statements, canceled checks or other forms of payment that you have issued which 
evidence your expenditure and payment for the Grand Openmg Plan (Franchise Agreement. Sechon 10 4 and 
Exhibit A1

Promotional Campaigns

We may conduct promotional campaigns on a national or regional basis to promote products or marketmg 
themes You must participate m all promotional campaigns which we may establish for the region m which 
your Franclused Restaurant is located (Franchise Agreement Section 10 51

Advisory Council

We may estabbsh an Advisory Council for Daphne's Cabfomia Greek franchisees to work with us and to 
consult with us on potenhal improvements to Daphne's System, the products offered by Daphne's Restaurants, 
advertismg conducted by the Marketmg Fund and any other matters that we deem appropriate If an Advisory 
Counal IS formed, it will act solely m an advisory capacity, will not have decision making authonty, and will be 
comprised of our representatives and Daphne's California Greek franchisees who may be chosen by us or 
elected by other Daphne's California Greek franchisees All Daphne's California Greek franchisees who serve 
on an Advisory Council must pay their own transportation costs, food, lodgmg and similar expenses to attend 
Advisory Council meetmgs We will have the right to form, change, merge or dissolve any Advisory Council at 
any time, m our discretion (Franchise Agreement. Sechon 10 61

Pre-Opening Initial Traming Program

We will provide an Initial Framing Program m Daphne's System and methods of operation at our trammg
31
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facibties in our corporate office or Affiliate-Owned Restaurants located ui Mission Valley, California, Chula 
Vista, California and/or in your Franchised Location, for up to 2 supervisorial or managenal personnel selected 
by you who must mclude the Pnncipal Owner and General Manager If you send more than 2 people to the 
Initial Trauung Program, you must pay our then-current Pre-Openmg Additional Inihal Training Fee per 
additional trainee The Initial Traming Program will consist of approximately 6-7 weeks of trammg prior to the 
openmg date of your Franchised Restaurant and must be completed before your Franchised Restaurant opens 
for busmess You must attend and complete the Initial Traming Program to our satisfaction If your Franchised 
Restaurant is the first Daphne's Restaurant you wall operate, we will provide trammg, instructors, a trammg 
manual, and other matenals at no charge to you You must pay all travel hvmg, compensation, and other 
expenses you mcur to attend the Initial Trammg Program We will not provide the Irutial Traming Program if 
you or your affihates own another Franchised Restaurant or your Franchise Agreement is renewal Franchise 
Agreement (Franchise Agreement. Sections 61 and Section 7 2) Our Initial Trammg Program is descnbed 
below

INITIAL TRAINING PROGRAM

SUBJECT
HOURS OF 

CLASSROOM 
TRAINING

HOURS OF 
ON-THE-JOB 
TRAINING

LOCATION

Welcome/Culture & Values 2 0
Mission Valley/ Chula Vista, CA 
and your Franchised Restaurant

Review Trammg Agenda & Operating 
Forms 2 2

Mission Valley/Chula Vista, CA 
and your Franchised Restaurant

Menu Description (overview) & Basic 
Culinary Education 2 35

Mission Valley/ Chula Vista, CA 
and your Franchised Restaurant

Review Operation Manuals, Review 
Reapes & Procedures 2 8

Mission Valley/ Chula Vista, CA 
and your Franchised Restaurant

General Administration 2 35
Mission Valley/ Chula Vista, CA 
and your Franchised Restaurant

Hiring & Scheduling 2 2
Mission Valley/ Chula Vista, CA 
and your Franchised Restaurant

POS Training/ Cashier Skills 2 35
Mission Valley/ Chula Vista, CA 
and your Franchised Restaurant

Safety & Sanitabon 2 2
Mission Valley/Chula Vista, CA 
and your Franchised Restaurant

Kitchen Equipment Basic 1 4
Mission Valley/ Chula Vista, CA 
and your Franchised Restaurant

Inventory (Purchasing/Receivmg) 2 8
Mission Valley/ Chula Vista, CA 
and your Franchised Restaurant

Opening/Closing Procedure 2 8
Mission Valley/ Chula Vista, CA 
and your Franchised Restaurant

Total 21 139

The primary mstructional matenal for the Initial Trammg Program will be the Manuals There will be no 
additional charge for trammg material The Initial Trammg Program will be provided by Richard Mora, who
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has gj-22 years of expenence m operating Daphne's Restaurants and Ernie Romo, who has been wnth us since 
September 2017 and has H-12 years of experience in the subject matters he teaches Trainmg will be conducted 
as often as necessary to ensure that our franchisees complete training before their Franchised Restaurant opens 
for business

Your Principal Owner and General Manager or other supervisorial or managerial personnel, must faithfully 
attend all phases of the Initial Traming Program and complete it to our sahsfaction, as certified by us m writmg 
Your or their failure to successfully complete any aspect of the Initial Trainmg Program, as we determme m our 
sole discretion, constitutes grounds for terrmnation of your Franchise Agreement (Franchise Agreement. 
Section 7 21 We may allow you to retake the Initial Trammg Program m our sole discretion You must pay 
expenses of travel, lodgmg, meals and wages mcurred by you and your employees while attendmg any of our 
trammg programs

Post-Openmg On-Site Assistance

For your first Franchised Restaurant, we will provide on-site trammg and assistance to your supervisorial or 
managenal staff for 10 days before and 10 days after your Franchised Restaurant opens for busmess We will 
not provide any on-site assistance for your second and subsequent Franchised Restaurants We will select the 
representatives providmg the on-site trammg and we may vary the length of time that on-site trammg is 
provided (Franchise Agreement. Section 6 41 You must notify us at least 30 days m advance of the scheduled 
date (the 'Turnover Date") that (i) all construction and remodehng of the Franchised Locahon will be 
completed, (u) Franchisee will have all permits necessary to open the Franchised Restaurant, and (m) the 
Franchised Restaurant will be ready for turn-over to you by the general contractor, to allow us to schedule a 
date for our on-site opening assistance for your hrst Franchised Restaurant We will provide you with a 
turnover checklist approxunately 14 days before the scheduled Turnover Date and wiU schedule a conference 
call with you approximately 8 days before the scheduled Turnover Date to confirm the Turnover Date so that 
we can book travel arrangements for our representatives who wiU provide the on-site openmg assistance 
Approximately 3 days before the scheduled Turnover Date, we will schedule a fmal conference call with you to 
confirm the Turnover Date and the date on which our representatives will arrive at your Franchised Restaurant 
If, after the fmal conference call, the Turnover Date is delayed or accelerated by more than 2 days from the date 
specified durmg the conference call, you must reimburse us for any and all costs and expenses we mcur to 
change the travel arrangements for our representahves who were scheduled to provide post-openmg on-site 
openmg assistance (Franchise Agreement. Section 7 31

Post-Opening Additional Initial Traming Programs

If, followmg the openmg date of your Franchised Restaurant, you request us to provide addihonal Inihal 
Trammg Programs for new or replacement supervisonal or managerial personnel and we agree to do so, you 
must pay us our then-current Post-Openmg Additional Initial Trammg Fee for each of your employees that 
attends the Post-Openmg Additional Initial Trammg Programs to defray our direct costs to provide the 
addihonal Post-Openmg Additional Initial Trammg Programs You must also pay all transportahon costs, food, 
lodgmg and similar expenses mcurred m connechon with your employees' attendance at the Post-Opening

Post-Opening Addihonal Traming Programs

In our discretion, followmg the openmg of your Franchised Restaurant, we may provide you or your Prmcipal 
Owner and each General Manager or other supervisorial or managerial personnel with Post-Openmg 
Additional Trammg Programs You must pay us our then-current Post-Openmg Additional Trammg Program

\\lsl\TPPs\lhsmh\CD\1b21b-6\l5l 6925 doix

20Pt-201QMCFC \ DD



Daily Fee for each of our employees that provides the Post-Openmg Additional Trammg Programs to defray 
our direct costs of providmg the Post-Opening Additional Trammg Programs (currently $500 per day for each 
of our employees) In addition, you must pay all transportation costs, food, lodgmg and similar expenses 
mcurred m connection with your attendance at the Post-Openmg Additional Trammg Programs (Franchise 
Agreement. Sechon 6 3 and Section 7 51 
Annual Franchise Conference

We may hold an Annual Franchise Conference for all Daphne's Cahfomia Greek franchisees each year Your 
Prmcipal Owner and General Managers must attend the Annual Franchise Conference You must pay us a $500 
Franchise Conference Fee to reimburse us for a portion of the direct costs to provide the Annual Franchise 
Conference upon demand at 30 days before the date of the Annual Franchise Conference, whether or not you 
attend the Annual Franchise Conference (Franchise Agreement. Section 7 281

ITEM 12 
TERRITORY

Franchise Agreement

You will be permitted to operate your Franchised Restaurant at a specific location that we accept, as described 
m your Franchise Agreement You will not receive an exclusive terntory You may face competition from other 
franchisees, from outlets that we own, or from other channels of distribution or competitive brands that we 
control Our acceptance of your Franchised Locahon will be based upon a variety of factors which may mclude 
the viabibty of the Then-current location and demographics mcludmg, number of households, household 
mcome, vehicular traffic, and number of Daphne's Restaurants near the proposed new location You may face 
competition from other Daphne's Restaurants that we or our affihates franchise or own

You will be granted a protected territory ("Protected Area") within a 2 - 5 mile radius from your Franchised 
Restaurant as described m the Franchise Agreement Your Protected Area will be deterrmned by us and 
designated before you sign your Franchise Agreement Factors that we consider in determinmg the size of your 
Protected Area include the demographics, populabon size, age and mcome levels, neighbormg and adjacent 
retail tenants, road visibility, traffic patterns eind proximity of other Daphne's Restaurants or competitors 
serving the same market area Provided you are not in default under your Franchise Agreement, we will not 
own, operate, sell or issue a franchise to another franchisee m your Protected Area There are no other radius 
restnctions or minimum population requirements that limit where we can franchise or operate another 
Daphne's Restaurant

We expressly reserve the exclusive, imrestncted right, in our sole and absolute discretion, directly and mdirectly 
to (i) develop, own and operate, and to grant franchises to third parties to develop, own and operate. 
Franchised Restaurants outside of your Protected Area, regardless of its proximity to the Franchised Restaurant, 
(u) develop, own and operate, and to grant franchises to third parties to develop, own and operate any other 
business, other than a "Competitive Business", under Daphne's Marks and systems different from the 
Daphne's Marks and Daphne's System at any location regardless of their proximity to your Franchised 
Restaurant, (in) sell or distribute, at retail or wholesale, directly or mdirectly, or hcense others to sell or 
distribute. Branded Products at any location within or outside of the Protected Area regardless of its proximity 
to the Franchised Restaurant, through the Internet, mail order catalogs, direct mail marketmg and through other 
distribution methods, (iv) market on the Internet and use the Daphne's Marks on the Internet, mcludmg aU use 
of Websites, domam names, URLs, directory addresses, email addresses, metatags, Imkmg, marketmg, co- 
brandmg and other arrangements, and m all other forms of electromc media, (v) acquire, own and operate and
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to grant licenses and franchises to third parties to develop, own and operate, other restaurants or food service 
businesses at any location within or outside of the Protected Area regardless of their proximity to the 
Franchised Restaurant, (vi) develop, own or operate and to grant licenses or franchises to third parties to 
develop, own or operate Daphne's Restaurants at "Non-Tradihonal Venues" withm and outside of the 
Protected Area regardless of their proximity to the Franchised Restaurant, (vii) acquire the assets or ownership 
mterests of one or more businesses providmg products and services sunilar to those provided at Daphne's 
Restaurants and to franchise, hcense or create similar arrangements with respect to these busmesses once 
acquired, wherever tliese busmesses (or the franchisees or licensees of these busmesses) are located or 
operatmg, (viii) be acquired (whether through acquisition of assets, ownership mterests or otherwise, regardless 
of the form of transaction), by any business providing products and services similar to those provided at 
Daphne's Restaurants, or by another business, even if such business operates, franchises and/or licenses 
Competitive Busmesses, and (ix) engage m all other achvities that the Franchise Agreement does not expressly 
prohibit We are not required to pay you any compensation if we exercise any of the rights specified above

"Competitive Busmess" means any restaurant busmess that prepares, offers and sells Greek or Mediterranean 
appetizers, sandwiches, wraps, salads, platters or side dishes as its primary menu items and any busmess that 
looks bke, copies, mutates, or operates with similar trade dress or decor to a Daphne's Restaurant "Non- 
Traditional Venues" means a broad variety of atypical sites, includmg without limitation, a site or location 
withm a captive market site, another primary busmess or m conjimction with other busmesses or at mstitutional 
settmgs such as office buildings, busmess complexes, arenas, stadiums and entertainment venues, recreational 
facilities, beaches, parks, airports, tram stations, travel plazas, toll road faciLties and other transportation 
termmals, educational, medical, governmental and other types of msbtuhonal facibbes, sites m retail locations 
(for example, a kiosk withm a grocery store), cafeterias and casmos, food deb very fulhilment centeis and any 
site for which the lessor, owner or operator bmits the operation of its beverages and/or food service facilities to a 
master concessionaire or contract food service provider

You may not advertise or sobcit busmess outside of your Protected Area Under your Franchise Agreement, 
contmuahon of your location rights does not depend upon the volume of sales generated or on your penetrahon 
of the market potential You do not have the right to acqmre additional franchises, options, rights of first refusal 
or similar rights to acquire additional franchises withm the Protected Area or any contiguous territories, 
although you may apply for the right to operate addibonal Franchised Restaurants under separate Franchise 
Agreements

You may not relocate your Franchised Restaurant to any other location durmg the term of the Franchise 
Agreement without our prior written consent Our consent, which will not be unreasonably withheld, will be 
conditioned on the occurrence of one or more of the foUowmg circumstances (i) the populabon or 
demographics m your Protected Area have changed substantially smce the opening date of your Franchised 
Restaurant, (ii) your Franchised Restaurant has suffered irreparable damage or destruction and cannot be 
repaired withm 60 days, or (iii) any other condition leading you and us to bebeve that contmued operation of 
your Franchised Restaurant at the Franchised Locabon will not be profitable You must submit to us m writmg 
the materials we require to consider your request, mcludmg mformahon concerning the proposed new location 
for your Franchised Restaurant, and you must pay us a Relocation Fee when you request our consent to a 
relocation of your Franchised Restaurant
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Area Development Agreement

You will not be granted an exclusive territory, however, under the Area Development Agreement, we grant you 
the right to develop and operate 2 or more Franchised Restaurants at venues in a specified Development Area, 
subject to our approval The Development Area may be one or more cities, counties, states, or some other 
defined area The Development Area will be specified on Exhibit A to the Area Development Agreement 
During the term of the Area Development Agreement, we will not operate or grant a license or franchise to any 
other person to operate a Daphne's Restaurant in your Development Area

We will determme or approve the location of each Franchised Restaurant under the Franchise Agreement at the 
time each Franchise Agreement is signed, and our then-current standards for approvmg sites and determming 
Protected Areas will apply You will not receive an exclusive terntory You may face competition from other 
franchisees, from outlets that we own, or from other cliannels of distribution or competitive brands that we 
control We expressly reserve the exclusive, unrestncted nght, m our sole and absolute discretion, directly and 
mdirectly to (i) develop, own and operate, and to grant franchises to third parties to develop, own and operate. 
Daphne's Restaurants outside the Development Area, regardless of tlieir proximity to the Development Area, 
(u) develop, own and operate, and to grant franchises to third parties to develop, own and operate any other 
business, mcludmg food busmess, other than a Competitive Busmess, under Daphne's Marks and systems 
different from the Daphne's Marks and Daphne's System within and outside the Development Area, (ui) sell or 
distnbute, at retail or wholesale, directly or indirectly, or license others to sell or distribute. Branded Products 
within and outside the Development Area, through the Internet, mail order catalogs, direct mail advertismg and 
through other distribution methods, (iv) market on the Internet and use the Daphne's Marks on the Internet, 
mcludmg all use of web sites, domam names, URLs, directory addresses, email addresses, metatags, hnkmg, 
advertismg, co-brandmg and other arrangements, and m all other forms of electronic media, (v) acqmre, open 
and operate and grant licenses and franchises to third parties to develop, open and operate, other restaurants or 
food service busmesses at any location ivithm or outside of the Development Area regardless of their proximity 
to the Development Area, (vi) open or operate and to franchise or hcense others to open or operate Daphne's 
Restaurants at any Non-Traditional Venue within and outside of the Development Area regardless of their 
proximity to any Franchised Restaurants developed or under development by Area Developer, (vii) acquire the 
assets or ownership interests of one or more busmesses providmg products and services similar to those 
provided at Daphne's Restaurants or franchise, hcense or create similar arrangements with respect to these 
busmesses once acquired, wherever these busmesses (or the franchisees or licensees of these busmesses) are 
located or operatmg, (vui) be acquired (whether through acquisition of assets, ownership interests or otherwise, 
regardless of the form of transaction), by any busmess providmg products and services similar to those 
provided at Daphne's Restaurants, or by another busmess, even if such busmess operates, franchises and/or 
bcenses Competitive Busmesses, and (ix) engage m all other activities that the Area Development Agreement 
does not expressly prohibit We are not required to pay you any compensation if we exercise any of the rights 
specified above

Upon the termmation or expiration of the Area Development Agreement, (i) you will have no further right to 
develop additional Franchised Restaurants m the Development Area and no further rights or obligations under 
the Area Development Agreement, (ii) you will have the nght to continue to own and operate all Franchised 
Restaurants you opened prior to the expirahon date under Franchise Agreements with us that remam m full 
force and effect on the expiration date, and (iii) we may, but are not required to, develop, own and operate, and 
grant franchises to third parties to develop, own and operate Daphne's Restaurants at any location withm or 
outside of the Development Area, without restriction, subject only to the territonal rights that are granted to 
you vmder your Franchise Agreements for your Franchised Restaurants m the Development Area
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If you fail to meet any of your obligations under the Area Development Agreement, mcluding the development 
obligations, or commit a material breach of any Franchise Agreement signed by you under the Area 
Development Agreement, or a material breach of any other agreement between you and us, we may terminate 
your right to develop, open and operate new Franchised Restaurants in the Development Area The termination 
of your nght to develop Franchised Restaurants in your Development Area, however, will not terminate any 
rights granted under your Franchise Agreements then in effect between you and us, absent a breach of your 
Franchise Agreement itself After the expiration of the term of your Area Development Agreement, we may 
own, operate, franchise or license others to operate additional Franchised Restaurants anywhere, without 
restriction, includmg in your Development Area, subject only to the territorial rights reserved to you m the 
individual Franchise Agreements

You are not granted any options, rights of first refusal or similar rights to acquire additional franchises withm 
the Development Area If you wish to further develop Franchised Restaurants in the Development Area, you 
must notify us in writing within 180 days before the expirahon of your Area Development Agreement If we 
bebeve that the renewal development obbgation proposed by you is acceptable, we will debver our then- 
current Area Development Agreement to you If the proposed additional development obbgation is not 
acceptable to us, we will agree to negotiate with you in good faith for 60 days to try to agree upon a mutually 
acceptable development schedule If you do not exercise your right to sign a new Area Development 
Agreement, we may own, operate, franchise or license others to operate additional Daphne's Restaurants in 
your Development Area subject only to the terntonal rights reserved to you in the individual Franchise 
Agreements

General

We have not established other franchises or company-owned outlets or another distnbution channel selbng or 
leasing similar products or services under a different trademark We descnbe earlier m this Item 12 what we 
may do anywhere and at any time

Neither we nor any parent or affibate has established, or presently mtends to estabbsh, other franchised or 
company-owned facibties which provide similar products or services under a different trade name or 
trademark, but we reserve the nght to do so in the future, without first obtaming your consent

ITEM 13 
TRADEMARKS

As a franchisee, you are bcensed to use and display the Daphne's Marks during the term of your Franchise 
Agreement and only for the operation of your Franchised Restaurant and the sale of Authorized Products You 
may not bcense or subbcense any trademarks, service marks, trade names, logotypes or commercial symbols 
owned by us or our affibate The Opoiahng-GompanyOur affiliate. Daphne's, Inc , is the owner of the followmg 
registered marks on the Prmcipal Register of the U S Patent and Trademark Office ("USPTO")

MARK REGISTRATION NUMBER REGISTRATION DATE

Daphne’s (Character Mark) 4,283,009 January 29, 2013
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Daphne s California Greek 
Express (Character Mark) 4,367,041 July 16, 2013

Daphno'GGahfornia Crook 
(Character Mark) 4yGS6,m Octeber4, 2011

Flavor With-Benefits (Character 4,146,165 May-2-2--2012

Neither we nor Dapl-me's. Inc have current registrations of tlie following marks on any Register of tine USPTO

Mark

©daphne's
' cetifornia greek

Daphne's California Greek 
(Character Markt

Flavor With Benefits (Character 
Mark!

Senal Numfier
N/A

N/A

N/A

Filing Date
N/A

N/A

N/A

Since neither we nor Daphne s, Inc has a current federal registration for the trademarks in the table 
immediately above, these marks do not have as many legal benefits and rights as a federally registered 
trademark Jf our right to use these trademarks is challenged, you may have to change to an alternative 
trademark, which may mcrease vour expenses

The-Opcrating-€ompanyDaphne's. Inc has granted us an exclusive and perpetual license to use the Daphne's 
Marks The license does not hmit our right to use or hcense the use of any of the trademarks in any manner 
material to tlie franchise No other agreements are currently m effect which limit our use of the trademarks in 
any manner material to the franchise The exclusive license may only be terminated for cause by Daphne's, 
Inc The Operating €en=ipafH', but we do not anticipate any issue with your use of the Daphne's Marks because 
Daphne's, Inc The Qpoiating-Qompany-members are principals of ours If the license is terminated, you may 
have to switch to a different trademark, which may mcrease your expenses There are no currently effective 
material deteimmations of the Trademark Tnal and Appeal Board, the trademark administrator of any state or 
any court, or any opposition or cancellation proceeding, or any pendmg btigation mvolving the Daphne's 
Marks Daphne's, Inc The Operating Company mtends to file all required afhdavits when they become due, as 
prescribed by law

You must use the Daplme's Marks without any suffix or prefix attached to it to identify your Franchised 
Restaurant You are prohibited from usmg our trade name, trademarks, or service marks as part of any 
corporate name or usmg the Daphne's Marks with any prefix, suffix, or other modifying words, terms, designs, 
or symbols You are obligated to file a fictitious busmess name statement and do all other things necessary to
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prevent the use of the Daphne's Marks by you from dimmishing or destroying the legal protection to which 
they are entitled

You must notify us of any mfnngement of, challenge to, or unauthonzed use of the licensed name or the 
Daphne's Marks that comes to your attention, mcludmg any claim, suit or demand against you We may take 
actions we deem appropriate to protect our name or the Daphne's Marks but we are not obligated by the 
Franchise Agreement to do so We have the sole right to control any litigation involving our trade name or the 
Daphne's Marks and to compromise or settle any claim, m our discretion, at our sole cost and expense, using 
lawyers of our own choosmg, and you must cooperate fully m defending any claim, and you may participate at 
your own expense in the defense or settlement You may not make any demand against any alleged mfringer, 
prosecute any claim or settle or compromise any claim by a third party without our pnor written consent You 
agree m your Franchise Agreement not to contest, directly or indirectly, our ownership, right, title, or interest in 
the Daphne's Marks, or contest our sole right to register, use, or license others to use those names and the 
Daphne's Marks

We may add to, delete, or modify any or all of the Daphne's Marks You must modify or discontinue the use of 
the Daphne's Marks, at your expense, if we modify or discontmue it We will not compensate you if we modify 
or discontinue use of the Daphne's Marks

ITEM 14
PATENTS, COPYRIGHTS AND PROPRIETARY INFORMATION

We do not own any nghts m or to any patents There are no pendmg patent or copyright applications that are 
material to the franchise We have no registered copyrights, but we claim copyright protection for the Manuals 
and aU marketing material that may be distributed by us We will loan you one copy of the Manuals for 
confidential use m your Franchised Restaurant You may not disclose, publish, sell, show, or reproduce the 
Manuals and you must return the Manuals to us mtact upon terminahon or expiration of your Franchise 
Agreement or Area Development Agreement

We regard our recipes and all the mformation contamed in tlie Manuals, as proprietary and confidenfaal 
mformation owned by us You agree, as part of your Franchise Agreement, not to contest our exclusive 
ownership of the copynghts, trade secrets, reapes, processes, methods, procedures, formulae, techniques, and 
other proprietary mformation to which we claim exclusive rights You are not given any rights m other trade 
secrets or proprietary or confidential mformation developed by us m the future You must implement any 
reasonable procedures we may adopt to protect our trade secrets mcludmg restrictions on disclosures to your 
employees and requirmg employees who will have access to our trade secrets to sign agreements contammg 
non-disclosure and non-competihon provisions m substanhally the form of Exhibit-FExhibit E None of the 
provisions m the Confidentiabty and Non-Disclosure Agreement are intended to prohibit or restrict any acbvity 
which prohibition or restrichon violates your employees' rights to engage m protected concerted activity under 
the National Labor Relations Act

There are no pnor superior rights or infrmgmg uses actually known to us that could materially affect your use 
of the copynghts, trade secrets, processes, methods, procedures, or other propnetary mformation described 
above There are no agreements currently m effect that hmit our nghts to use or hcense the above-mentioned 
copyrights m any manner
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All ideas, concepts, techniques or materials you create while you are a Daphne's franchisee, whether or not 
protectable intellectual property, must be promptly disclosed to us and will become our exclusive property and 
a part of Daphne's franchise system as a work made for hire for us without compensation to you

All data pertaming to your Franchised Restaurant and all data you create or collect m cormection with your 
operation of the Franchised Restaurant, including, data pertaining to, or otherwise concerning, the Franchised 
Restaurant's customers, or that you otherwise collect mcluding data uploaded to, or downloaded from your 
computer system is Daphne's data and is our sole property We have the nght to review and use the Daphne's 
data in any manner that we deem appropnate without any compensation to you You just provide us with 
copies and/or origmals of the Daphne's data within 5 days after our request for the Daphne's data at no cost to 
us and at any time during the term of your Franchise Agreement and upon the expiration and/or terminahon of 
your Franchise Agreement We license the use of the Daphne's data to you dunng the term of your Franchise 
Agreement, at no cost to you, solely for your use m the operation of your Franchised Restaurant You must 
maintain the Daphne's data as secret and confidential must not make any of the Daphne's data available to any 
unauthorized person without our prior wntten consent of and then only m the manner we permit

The goodwill associated with all phone and fax numbers, email addresses, domam names, soaal media and 
other Internet addresses used m operation of your Franchised Restaurant is an asset that belongs to us Upon 
cancellation, termmahon or expiration of your Franchise Agreement, you will be deemed to have assigned to us 
or our designee all right, title and interest in and to these and/or services associated with the same You must 
sign the instruments we request to confirm the assignments and transfers to us

ITEM 15
OBLIGATION TO PARTICIPATE IN THE ACTUAL 

OPERATION OF THE FRANCHISE BUSINESS

You must designate a Pnncipal Owner acceptable to us who will be responsible for the operational decisions of 
your Franchised Restaurant Your Pnncipal Owner must devote his or her full time to your Franchised 
Restaurant only m a management capacity and not as a staff member behind the service counter and must own 
at least 50% mterest in your equity and votmg nghts (unless you are a publicly held entity or a wholly-owned 
subsidiary of a pubhcly-held entity) when you sign your Franchise Agreement Under certain circumstances we 
may waive or reduce the requirement that your Prmcipal Owner must have a 50% interest in your equity and 
voting rights You must also designate a General Manager who will be the individual responsible for your 
Franchised Restaurant m the absence of the Pnncipal Owner Your General Manager does not have to own an 
equity mterest in you or the franchise Your Franchised Restaurant must, at all times, be directly supervised by 
the Prmcipal Owner or a General Manager or other supervisorial or managerial personnel who have 
successfully completed our Initial Trammg Program You must provide comprehensive initial trammg 
programs, additional trammg programs and remedial trammg programs for your other employees and ensure 
that your Franchised Restaurant is at all times under the direct control of the Prmcipal Owner or a General 
Manager and other employees fully trained by you We may require each of your owners. General Managers 
and other supervisonal and managerial personnel who will have access to any confidential informahon to sign a 
Confidentiabty and Non-Disclosure Agreement m substantially the form of Exhibit FExhibit E None of the 
provisions m the Confidentiality and Non-Disclosure Agreement are intended to prohibit or restrict any acbvity 
which prohibition or restriction violates your employees' rights to engage m protected concerted activity under 
the National Labor Relations Act

If you are an entity, all present and future owners of the equity or your votmg nghts, mcluding spouses (and 
family members who live m the same household, excluding mmor children) must execute a written Guarantee
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in a form we prescnbe, personally, irrevocably and uncondihonally guaranteeing, jointly and severally, with all 
other guarantors, the full payment and performance of your obligations to us and to our affibate Upon each 
transfer or assignment of your mterest in your Franchise Agreement, or other change in your ownership 
mterests, and at any other time we request, these holders must re-execute a written Guarantee m a form we 
prescribe

All employees you hire or employ at your Franchised Restaurant will be your employees and your employees 
alone, and will not, for any purpose, be deemed to be our employees or subject to our direct or indirect control, 
most particularly with respect to any mandated or other insurance coverage, taxes or contributions, or 
requirements regarding withholdmgs, levied or fixed by any governmental authonty You will file your own 
tax, regulatory and payroll reports, and be responsible for all employee benefits and workers compensation 
insurance payments for your employees and operations We will not have the power to hire or fire your 
employees Our authority under the Franchise Agreement to tram and approve your supervisorial or 
managerial personnel for qualihcahon to perform certam functions at your Franchised Restaurant does not 
directly or mdirectly vest us with the power to hire, fire or control any of your personnel You and you alone 
will be solely responsible for all hirmg and employment decisions and functions relatmg to your Franchised 
Restaurant, mcluding those related to hirmg, firmg, trammg, estabhshmg remunerahon, compliance with wage 
and hour requirements, personnel policies, benefits, recordkeeping, supervision and disciplme of employees, 
regardless of whether you have received advice from us on these subjects or not Any guidance we may give 
you regardmg employment pobcies should be considered merely examples You will be responsible for 
estabhshmg and implementing your own employment pobcies, and should do so m consultabon with local 
legal coimsel expenenced m employment law

ITEM 16
RESTRICTIONS ON WHAT THE FRANCHISEE MAY SELL

Except as described below, you must offer and sell all, and only, those products and services that we approve 
We may add, delete, and change menu items that you may or must offer, m our unrestricted discretion, and this 
may require you to purchase additional equipment There are no limits on our right to make changes You may 
not operate any co-brandmg system without our prior written consent, which may be withheld unless we 
recognize the co-brandmg cham as an approved co-brand for operation withm Daphne's Restaurants "Co- 
branding" mcludes the operation of an mdependent busmess, product bne or operatmg system owned or 
bcensed by another franchisor that is featured or mcorporated withm the Franchised Location or is adjacent to 
the Frandused Location and is operated m a manner likely to cause the public to perceive that it is related to 
your Franchised Restaurant

We may, on occasion, require you to test market products and/or services at your Franchised Restaurant You 
must cooperate with us m conducting these test marketmg programs and must comply with all rules and 
regulations estabbshed by us

No vendmg, gammg machmes, payphones, automatic teller machmes, Internet kiosks or other mechanical or 
electrical devices are permitted m your Franchised Restaurant without our prior written consent

You cannot sell Authorized Products on the Internet
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ITEM 17
RENEWAL, TERMINATION, TRANSFER AND DISPUTE RESOLUTION 

THE FRANCHISE RELATIONSHIP

This table lists certain important provisions of the Franchise Agreement and Area Development Agreement 
You should read these provisions in the agreements attached to this Disclosure Document

FRANCHISE AGREEMENT

PROVISION

Length of the term 
of the franchise

Renewal or 
extension of the 
term

Requirements for 
Franchisee to 
renew or extend

Termination by 
Franchisee

Termination by 
Franchisor without 
cause

Termination by 
Franchisor with
cause

SECTION 
IN FRANCHISE 
AGREEMENT 
(EXHIBIT A)

Sechons ] and 3 1

Sections 1 and 3 2

Sections 3 2-34

Not Applicable

Not Applicable

Sections 16 1 - 16 3 
and 16 5

SUMMARY

10 years

Successive 5 year terms Your renewal rights may be exerased 
only if all conditions precedent set forth in Arbcle 3 of your 
Franchise Agreement are satisfied prior to the expiration date of 
your Franchise Agreement_____________________________

You must notify us you wish to renew no less than 12 months 
prior to the expiration date of your Franchise Agreement, have 
complied with your obligations during the term of your 
Franchise Agreement, at our request, renovate or modernize 
your Franchised Restaurant to comply with our then-current 
standards for a new Daphne's Restaurant, sign our then-current 
form of Franchise Agreement that may contain terms and 
conditions materially different from those in your original 
Franchise Agreement, satisfy our then-current training 
requirements, pay a renewal fee, sign a general release and 
provide us with a Guarantee signed by all equity owners of the 
franchisee and their spouses (if the franchisee is an entity) The 
royalty and other payments under your renewal Franchise 
Agreement will be at the rates then applicable to new 
franchisees

Not Applicable

Not Applicable

We can terminate the Franchise Agreement if you materially 
default under your Franchise Agreement, any other individual 
Franchise Agreement, any Area Development Agreement (other 
than solely for your failure to meet your development 
obligation), or any other agreement between you and us



PROVISION

"Cause" defined 
curable defaults

"Cause" defined
non-curable
defaults

Franchisee's 
obligations on 
terminahon/ 
nonrenewal

Assignment of 
contract by 
Franchisor

SECTION 
IN FRAI^CHISE 
AGREEMENT 
(EXHIBIT A)

Section 16 3

Sections 16 1 and 
162

Sections 17 1 -17 4, 
17 6-178

Section 14 1

SUMMARY

You have 5 days to cure non-payment of fees and 10 days to cure 
non-compliance with laws and defaults not listed in Section 16 2

Non curable defaults include bankruptcy, foreclosure, and 
insolvency, abandonment, unapproved transfers, repeated 
defaults, even if cured, misrepresentations in acquiring your 
license, health or safety violations, trademark misuse, conviction 
of a felony, failure, for a period of 10 days after notification of 
noncompliance, to comply with any state or local law or 
regulation applicable to the operation of your Franchised 
Restaurant, knowingly maintaining false books or records or 
submitting false reports or knowingly underreporting gross 
sales, materially misusing the Daphne's Marks, making an 
unauthorized use of the trade secrets or confidenhal 
information, failing to purchase appropriate inventory, failure to 
meet the site selection requirements, enter a Lease or open your 
Franchised Restaurant within the applicable time periods 
provided for in the Franchise Agreement, purchasing products 
from suppliers other than Approved Suppliers, selling any food 
products other than Authorized Products at your Franchised 
Restaurant, use of abusive language when communicating with 
us, our staff or with customers, denigration of Daphne's System 
or us or our management in an unflattering light on the Internet 
or otherwise, and a breach of your obligations under the 
Franchise Agreement or any other agreement between you and 
us that IS not capable of being cured by you

You must cease use of the Daphne's Marks, de-identify your 
Franchised Restaurant, pay all amounts due to us, and return the 
Manuals You must pay us the sum of 2 multiplied by the total 
Royalty Fees paid (or if unpaid, payable) by you during the 12 
months immediately preceding the effective date of termination 
to account for the actual damages that we will suffer as a result 
of the termination of the Franchise Agreement during the period 
that we estimate will expire while we search for a replacement 
franchise We may, at our option, assume all telephone numbers 
for your Franchised Restaurant You must, at our ophon, cancel 
or assign to us your rights to any Internet websites or web pages 
or e-mail addresses or assumed, fictitious or corporate names 
that contain the Daphne's Marks See also "r" below

No restriction on our right to assign
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PROVISION

SECTION
IN FRANCHISE
AGREEMENT 
(EXHIBIT A) SUMMARY

k "Transfer" by
Franchisee -
definition

Section 14 2 Includes transfer of the Franchise Agreement or change in 
ownership of the business entity that owns it

1 Franchisor's
approval of 
transfer by 
Franchisee

Section 14 2 Transfers require our pnor written consent, which will not be 
unreasonably withheld

m Conditions for
Franchisor's 
approval of 
transfer

Sections 14 2,14 4 The proposed transferee must qualify, successfully complete our 
initial training program, sign our then-current Franchise 
Agreement (provided, that the term of the new Franchise 
Agreement will be the remaining term of the existing Franchise 
Agreement), provide us with a Guarantee signed by all equity 
owners of the proposed franchisee and their spouses (if the 
proposed franchisee is an entity) and you must be m good 
standing, sign a general release, sign a Guarantee of the 
transferee's obligafaons under the new Franchise Agreement in 
our favor and pay the transfer fee See also "r" below If the 
Franchise Agreement has been signed under an Area
Development Agreement, except as described below, you must 
concurrently assign all other existing Franchise Agreements to 
the same assignee

n Franchisor's right
of first refusal to 
acquire
Franchisee's
business

Section 14 3 We can match any offer for your business

o Franchisor's option
to purchase 
Franchisee's 
business

Section 17 5 When your Franchise Agreement expires or is terminated, we 
have the option to purchase some or all of the assets of your 
Franchised Restaurant and some or all of your assets related to 
your Franchised Restaurant

p Death or disability
of Franchisee

Section 14 5 Your spouse, heirs or personal representative has 180 days to 
purchase your interest or complete an assignment of your 
interest to a qualified, approved third party, subject to the 
transfer provisions
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PROVISION

SECTION 
IN. FRANCHISE 
AGREEMENT 
(EXHIBIT A) SUMMARY

Non-compehtion 
covenants during 
the term of the 
franchise

Section 15 2 You are prohibited from (i) diverting any present or prospective 
Daphne's customer to any competitor, or performing any other 
act injurious or prejudicial to the goodwill associated with the 
Daphne's Marks and Daphne's System, or_(ii) empki^'ing er- 
seeking to employ any person who is or-has been-within the 
preceding -90 days employod-by us oi our affiliate as a 
supervisorial or managerial cmployoo, or otherwise inducmg-the 
person to leave his oi her employment, or (iii) owning or having 
any interest in a "Competitive Business"

Non-competition 
covenants after the 
franchise is 
terminated or 
expires

Section 15 3 For 2 years following the expiration or termination of your 
Franchise Agreement, you cannot own or have any interest in a 
Competitive Business located at the Franchised Location or 
within 5 miles of the Franchised Location or any other Daphne's 
Restaurant If you violate the post-term covenant not to compete, 
you must pay us, throughout the 2 year period following the 
termination, transfer, or expiration of your Franchise 
Agreement, 5% of the gross revenue of any business that 
provides similar services or products

Modification of the 
agreement

Sections 6 5,21 5 The Franchise Agreement can be modified or amended only by 
written agreement of all of the parties The Manuals are subject 
to change at any hme You must comply with any changes made 
to the Manuals

Integration/ merger 
clause

Section 21 5 Only the terms of the Franchise Agreement and its attachments 
are binding (subject to applicable state law) No other 
representations or promises will be binding Any representations 
or promises outside of this Disclosure Document and other 
agreements may not be enforceable Nothing in the Franchise 
Agreement or any E^hibiUExhibit Hs intended to disclaim any 
representation made in this Disclosure Document

u Dispute resolution 
by mediation

Section 19 1 Subiect to state law. wWe must first attempt to resolve all 
disputes by mediation in Los Angeles County, California, except 
for certain matters that may be brought in court

V Choice of forum Section 19 2 All proceedings will be held in Los Angeles County, California, 
subject to applicable state law See the State Speafic Addenda 
(Exhibit HExhibit G1 attached to this Disclosure Document

w Choice of law Section 19 2 California, subject to the exception provided in Section 19 2 of 
the Franchise Agreement and applicable state law

this Disclosure Document
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AREA DEVELOPMENT AGREEMENT

PROVISION

SECTION
IN AREA

DEVELOPMENT 
AGREEMENT 
(EXHIBIT B) SUMMARY

a Length of the term of 
the Area Development

Section 3 1 5 years or the date you sign the Franchise Agreement for the last 
Franchised Restaurant necessary to satisfy your development 
obligations, whichever is earlier

b Renewal or extension
of the term

Section 3 2 5 years Your renewal rights may be exercised only if all

Development Agreement are satisfied prior to the expirabon date 
of your Area Development Agreement

c Requirements for Area 
Developer to renew or 
extend

Sections 3 2-34 You must notify us you wish to renew no fewer than 180 days 
prior to the expiration date of your Area Development
Agreement, sign our then-current Area Development Agreement, 
which will contain your additional development obligations 
during the renewal term, you must sign a general release, you 
may be asked to sign a Franchise Agreement that contains terms 
and conditions materially different from those in your previous 
agreements, you must have fulfilled all of your obligabons under 
the Area Development Agreement, you must demonstrate your 
financial ability to implement and complete your renewal 
development obligations, you must pay the renewal fee

d Termination by Area 
Developer

Not Applicable Not Applicable

e Termination by 
Franchisor without
cause

Not Applicable Not Applicable

f Terminahon by 
Franchisor with
"cause"

Section 11 5 We can terminate the Area Development Agreement if you 
default under your Area Development Agreement, an individual 
Franchise Agreement, or any other agreement between you or 
your affiliate and us

g "Cause" defined - 
curable defaults

Section 113 You have 30 days to cure defaults under your Area Development 
Agreement, and in the case of a breach or default in the 
performance of your obligations under any Franchise Agreement 
or other agreement between you and us, the notice and cure 
provisions of the Franchise Agreement or other agreement will 
control

h "Cause" defined -non- 
curable defaults

Sections 111 and
112

Non-curable defaults include bankruptcy, insolvency, 
unapproved transfers, failure to meet your development 
obligations, any breach of the covenants not to compete set forth 
in Section 13, repeated defaults, even if cured, unapproved 
transfers, termination of any of your Franchise Agreements, 
conviction of a felony, disclosure of confidential information, and 
a breach of your obligations under the Area Development 
Agreement or any other agreement between you and us that is 
not capable of being cured by you
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PROVISION

SECTION
IN AREA

DEVELOPMENT
AGREEMENT 
(EXHIBIT B) SUMMARY

1 Area Developer's 
obligation on 
termination/non- 
renewal

Section 12 1 You will have no further right to develop or operate additional 
Franchised Restaurants which are not, at the time of termination, 
the subject of a then validly existing Franchise Agreement 
between you and us You may continue to own and operate all 
Franchised Restaurants under then validly existing Franchise 
Agreements

j Assignment of contract 
by Franchisor

Section 9 1 No restrictions on our right to assign

k "Transfer" by Area 
Developer - defined

Sechon 9 2 Includes transfer of the agreement or changes in ownership of the 
business entity which owns it No shares of an Area Developer 
that IS a business entity may be offered for sale through the public 
offenng of securihes Shares may be offered by private offering 
with our prior written consent

1 Franchisor's approval of 
transfer by Area 
Developer

Section 9 2 Transfers require our prior written consent, which will not be 
unreasonably withheld

m Conditions for
Franchisor's approval 
of transfer

Sections 9 21 and 9 4 Except as described below, you may not transfer any Franchise 
Agreement signed under the Area Development Agreement 
except with our wntten consent and a simultaneous assignment 
of the Area Development Agreement and all of the Franchise 
Agreements signed under the Area Development Agreement to 
the same assignee The proposed buyer must sign our then- 
current form of Franchise Agreement for each of your Franchised 
Restaurants then developed or under development The 
proposed transferee must qualify as a franchisee and sign our 
then-current Area Development Agreement and provide us with 
a Guarantee signed by all equity owners of the proposed 
franchisee and their spouses (if the proposed transferee is an 
entity) and you must be in good standing, sign a general release, 
sign a Guarantee of the transferee's obligations under new Area 
Development Agreement and pay the transfer fee See also "r" 
below

n Franchisor's right of 
first refusal to acquire 
Area Developer's 
business

Section 9 3 We may match any offer to purchase your business

0 Franchisor's option to 
purchase Area 
Developer's business

Not Applicable Not Applicable

p Death or disability of 
Area Developer

Section 9 5 Your spouse, heirs or personal representative has 180 days to 
purchase your interest or complete an assignment of your interest 
to a qualified, approved third party, subject to the transfer 
provisions
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PROVISION
q Non-competition 

covenants during the 
term of the franchise

r Non-compehtion 
covenants after the 
franchise is terminated 
or expires

Modification of the 
Area Development 
Agreement

t Integration/merger 
clause

u Dispute resolution by 
mediation

v Choice of forum

w Choice of law

SECTION 
IN AREA 

DEVELOPMENT 
AGREEMENT 
(EXfflBIT B)
Section 13 2

Section 13 3

Section 18 5

Section 18 5

Section 151

Section 15 2

Section 15 2

SUMMARY
You are prohibited from (i) diverting any present or prospective 
Daphne's customer to any competitor, or performing any other 
act injurious or prejudicial to the goodwill associated with the 
Daphne's Marks and Daphne's System, oil(ii) employing or 
seeking to employ any persoH-who is or has been within the 
preceding 90 days employed by us or our affiliate as a 
supervisorial oi managerial omployoo, oi otherwise inducing-the 
person to leave his or her emj^loyment, oi (iii)-ownmg or having 
any interest in a Competitive Business

For 2 years following the expiration or termination of your Area 
Development Agreement, you cannot own or have any interest in 
a Competitive Business at any of your Franchised Locations or 
vyithin a 5 mile radius of any of your Franchised Locations or of 
any other Daphne's Restaurant
The Area Development Agreement can be modified or amended 
only by written agreement of all of the parhes

Only the terms of the Area Development Agreement and its 
attachments are binding (subject to applicable state law) No 
other representations or promises will be binding Any 
representations or promises outside of this Disclosure Document 
and other agreements may not be enforceable Nothing in the 
Area Development Agreement or any related Exhibit lExhibit Hs 
intended to disclaim any representation made in this Disclosure 
Document
Subiect to State law. wWe must first attempt to resolve all 
disputes by mediation in Los Angeles County, California, except 
for certain matters that may be brought in court
All proceedings will be held in Los Angeles County, California, 
subject to applicable state law See the State Specific Addenda 
(Exhibit HExhibit Gf attached to this Disclosure Document
California, subject to the exception provnded in Section 15 2 of the 
Area Development Agreement and applicable state law See the

Disclosure Document
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ASSET PURCHASE AGREEMENT

PROVISION
-Iseng^tvoTthe to m of the 

agreement

b Reitcwal or extension of the 
term

c Requirements for F] anchisee to
renew-or extend

d Termination bv Franclusee

■ Termination by Fjanchisor 
Without cause

f Torminahen by Franchisor with 
cause

g "Cause" defined cm able 
detaults

h "Cause" defined—non curable
defaults

PURCHASE
AGREEMENT
(EXMBITO)

Not Applicable

Not Applicable

Not Applicable

Not Applicable

Not Applicable

Article

Article-1'1

Article-M

Not-Applicable

Net-A-pphcablo

Net-Applicable

Not Applicable

Not Applicable

We may terminate the Asset-Pureliasc Agreement 
at any time before to the Closing Pate (i) if you 
breach any representation, warranty, covenant or 
agieemont in the-Asset Purchase Agreement and 
fail to cure within 5 days after wirtten notice is 
given to )'ou (except that no cure period will bo 
provided tor a breach which-by its nature cannot be 
cured), (ii) if )'ou fail to complete—t-he- Initial 
Training-Pregram-witlnFi-2 months-attei^ou sign 
tlne^sset Purchase Agreement, (iii)-it-yeu do not 
complete the Initial Training Program to our 
satisfaction, or (iv^) if you do not, during the Initial 
Training Program, appear to possess the skills 
necessary to properly fulfill and discliargo tiio 
demands and—lesponsibilities required—by—the 
System or the Franchise Agreement
Breach- of ‘•opiosentation, warranty, covenant oi 
agreement in the Asset Pin chase Agreement must 
be cured within 5-days after wiitton notice is given 
to you (except that no cure period will be provided 
for a breach Nvhich by its nature camlet be cm ed)

If wo determine cba-rmg the Initial Training 
Progi am -that \'ou-ci€>t-aeceptablo to become a 
franchisee of foi ai>)»-reason, in our sole and 
absolute disaotion, the Asset Purchase Agieemont 
^vill-automatically-terminate



■I- Fianchisee'sobligah-enson 
termination/ nonrenewal

j—Assignment of-contract by 
Franchisor

k "Transfer" by Franchisoo 
definition

-Franchts0F%appro\^l-6f 
transfer by franchisee

m Conditions for our approval 
of transfer

Franchisoi's right of first 
refusal-to acquire Franehisee's 
business

e—Franch+soi's option-te 
purchase Fianchisee's 
business

p -Death or-d-isabihty-et 
Franchisee

q Non competition covenants 
diiring-the term of-the 
tranchise

r Non competition cownants 
aftei the fi anchise is 
terminated or expires

s Modification of the agreement

t- Integrahon/meiger clause

«—Dispute lesolution by

SECTION JN ASSET 
PURCHASE 

AGREEMENT 
(EXHIBIT D)

Net-Applieabie

Section 19(c)

action 19{c)

Section 19(c-)

Not-Appiteable

Not Applicable

Not Applicable

Not Applicable

Not Applicable

Not Applicable

Section 19(e)

Section 19(e)

Sections 18(e), 
-1g(b) and fS(c-)

Not Applicable

There are no limits on our assignment rights

You may-not-assign your riglits-under the-Asset
Purchase AgreemenF

-You may-not assign your rights -undei the Asset 
Pu rchase Agreement-

NotApplieable

Not Applicable

Not Applicable

Not Applicable

Not Applicable

Not Applicable

Must be-in writing signed by both-parties

Only the terms of the Asset Purchase Agieement 
and its attadnnonts are binding Nothing in the 
Asset Purcliase Agreement or—m—any—related 
Evhibit is intended to disclaim the representations 
made to^Hiti in this Disclosuro Document
Subiect testate law, wWe must first attempt to 
resolve all-disputes by-mediation-in-Les Angeles 
€ounty,-€ahtei nia
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SECTION IN ASSET 
PURCHASE 

AGREEMENT 
(EXHIBIT D>

V Choice of forum Section 18(a) All-proceodings will be held in Los Angeles 
Cowtty,-Californio, tiiibjoct to applicable state law 
Soe-the Stato-Specific Addenda (ExhibRTft 

attached to this disclosure documont

w Choice of low Section 18(b) California, subject to the exception provided in 
Se6tien^8<d)-and- applteable state4aw-See the-State 
SpeeififrAddenda (Exhibit H> attached to this 
diseleswe doeoment

ITEM 18
PUBLIC FIGURES

No compensation or other benefit is given or promised to a public figure for the use of a pubhc figure in the 
name or symbol of Daphne's Restaurants or the endorsement or recommendation of Daphne's Restaurants by a 
public figure in advertisements

You do not have the right to use the name of any pubhc figure in promotional efforts or marketing without our 
prior wntten approval No pubhc hgures are mvolved m the actual management or control of Mediterranean 
Cuisme Franchismg Company, LLC

ITEM 19
FINANCIAL PERFORMANCE REPRESENTATIONS

The FTC's Franchise Rule permits a franchisor to provide mformation about the actual or potential fmancial 
performance of its Affihate-Owned and/or franchisor-owned outlets, if there is a reasonable basis for the 
mformation, and if the information is mcluded m the Disclosure Document Fmanaal performance 
mformation that differs from that mcluded m Item 19 may be given only if (1) a franchisor provides the actual 
records of an existmg outlet you are considermg buying, or (2) a franchisor supplements the mformation 
provided m this Item 19, for example, by providing mformation about possible performance of a particular 
location or under particular circumstances

Before signmg any documents or makmg any mvestment, you must make your own mdependent investigation 
regardmg the purchase of a Daphne's Restaurant franchise, mcludmg mdependent market and mdustry reviews 
and compansons and talkmg to current and former Daphne's Restaurant franchisees You must consult with 
your own mdependent advisors, such as attorneys and accountants, to assist m determmmg the suitabibty of 
this mvestment for you

The financial performance representations that appear m Tables 1 andr 2_, 3, 4rond 5_below do not mclude 
operatmg expenses that-were not-mcluded in the calculation of Cost of Goods Sold ot Other Opomting Expenses 
that must be deducted from Net Sales to obtain your net mcome or profit You should conduct an independent 
investigation of the costs and expenses you will incur m operatmg your Daphne's Restaurant Franchisees or 
former franchisees may be one source of this mformation We did not have any franchisees as of the issuance 
date of this Disclosure Document that have opeiated a Daphne's Restaurant for at least 12 months
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Your individual financial results may differ substantially from the results stated in this finanaal performance 
representation Written substantiation for the fmancial performance representahons made m this Item 19 will be 
made available to you upon reasonable request

Some Daphne's Restaurants have earned these amounts Your mdividual results may differ There is no 
assurance you will earn as much

[REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK]
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ANNUAL GROSS SALES. DISCOUNTS AND NET SALES 
AT 3 AFFILIATE-OWNED DAPHNE'S RESTAURANTS 

DURING THE PERIOD lANUARY 1,2018 THROUGH DECEMBER 31. 2018
(SEE NOTES 1-9)

TABLE 1

Affiljate-Owned -
Daphne's Annual Gross

Restaurants Sales Annual Annual
(Note 11 (Note 3) Discounts % Net Sales 2^

Mission Valiev 477.378 (17,1961 {4} 427,485 9

West Hollywood 1.105.048 (25.9861 (2 61 986.893 8J
Pasadena 1.034.469 (46.4931 (511 903,205 87

AVERAGE 872.298 (29,8921 (3 91 772.528 87
MEDIAN 1.034.469 (25.9861 903.205 87

HIGH / LOW
1.105.048/
477.378

(46,493^/
(17.1961

mi 
(2 61

986.893/
427.485

9/8 7

[REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANKl
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IMPUTED ANNUAL ROYALTY EXPENSE FOR FRANCHISEES CALCULATED AT 57o OF ANNUAL NET 
SALES AT 3 AEFILIATE-QWNED DAPHNE^S RESTAURANTS 

DURING THE PERIOD lANUARY 1. 2018 THROUGH DECEMBER 31, 2018

TABLE 2

Affiliate-Owned Restaurant
(Note 8)

Imouted Annual Rovaltv Expense For
Franchisees Calculated At 5% Of Annual

Net Sales
(Note 81

IMPUTED LOCAL
ADVERTISEMENT EXPENSE FOR’
FRANCHISEES CALCULATED AT

1% OF GROSS SALES

Mission Valiev ai21374 $4,275
West Hollywood S49.345 $9,869

Pasadena $45,160 $9,032
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ANNUAL CROSS SAfcESy DISCOUNTS AND NET SALES AND 
ANNUAL COST OF COQPS SOLD; CROSS PROFIT, OTHER OPERATING EXPENSES AND-EARNINGS BEFORE-INTERES^ 

TAXES, DEPRECIATION AND AMORTIZATION (EBITDA) AS A PERCENTAGE Of ANNUAL NET SALES
^T 23 AEFILIATE-OWNED DAPHNE'S RESTAUjRANTS 

OURINGTHE PERIOD DECEMBER 28, 2016 THROUGH DECEMBER 31, 2017
(SEE NOTESl-8,17,18)

TABLE 1

Daphne's

(Note 1)

Annual Cross 

(Notes 3 and 10)
Annual

Discounts
Annual

Annual Cost of

a % of Annual 
Net Sales 

(Netes-4 and

Profit as a% 
of Annual 
Net Sales

Annual-Other

(Notes fr andlO)

of Annual Net 
Sales

■Peway 705,113 (3S-384) 666 829 3&P 466713 76-0 158,001 68-7 8743
Redondo Beach 766,827 (32,068) (4-1) 309,381 525,378 439764; §9^ 8§t764 44-7

Torranee TCO 70Q (3S868) (4-7) 7347930 215,753 39-8 §097477 704 4S3t7 667 3§t460

Vlira Mesa 72-1,630 (37,400) (66) 6S4t330 195,699 38-6 188,534 74-4 604 §4t899 8-0

La Jolla 858,501 (287886) (34) 839,631 ■228,417 601,171 492,130 596 409,-011 404

Newport Beach (39036) (06) 801,175 OQT /IQ,)496 396 566 979 706 509)838 67t444

Roseville Sierra (25t911) (09) 664,(417 208 091 046 455;953 68-7 165)202 704 (9t349) (W)

Santee 780,787 (13,201) (66) 707t686 212,015 525,544 746 436t070 676 99t474 404
■Roseville Fairwav (467014) (56) 786,230 237,408 006 696 437,870 110,952

feirlsba4 73-1,697 (05t648) (66) 686,179 300440 396 483t766 704 440604 646 09t405
Mission Va0CT- 890,527 (40)885) (46) 849,643 340037 386 606,615 74-4 511253 63-9 448t444 466

Toirey Hife' 700,341 (33,404) (56) 666,910 493,546 386 47-1,424 744 160,517 694 40t877 34

Chula Vi4a 967 103 (48t673) (06) 948t704 358,981 383 659,750 748 -16976-30 544 490,120 307

Temecula 807,768 (39,-584) (03) 768,187 9'tS 003 536 239 608 171,297 647 64643

Irvme Jambeiee 905,665 (42,647) (06) 863t34S 252170 396 640,-078 708 510438 600 60650

Newbury' Fer4 767-374 (55,478) (76) 711,796 209,610 396 5034-56 700 139,41: 647 63t744 86

■Weod land Hills 871691 (69,64-8) (06) 80067-3 (t084 396 567,089 704 512644 606 54-875
QnOw-ie 822,339 (04606) (06) 791,103 347097 396 560)006 708 460685 586 96604 436
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Affiliate Owned 
Daphne's

(Note 1)

Annual Cross 
Sales

(Notes 3 and 10)
Annual

S3l~CS

Annual Cost of

a % of Annual 
Net Sales 

(Notes 4 and

Annual Cross 
Profit as^A Annual Other

Expenses-asa -°Xrof 
Annual Net Sales

a % of Annual Net 
Sales

Wo-,t Hollywood 1,000,032 (36,-32-7) (3^ »73,7Q5 378,-291 284 695,114 71-4 589,211 684 106,173 189
Pasadena 879,154 (43,952) (55) 8557-203 3457562 387 586,840 785 496t4« 98t643 48-9

Suni Vallo\ 6567441 (38,313) (44) 608,285 177 SIS 383 4367387 788 110,017 67-4 38t548

Lake Forest 5687540 (25 897) (48) 54-2>165 157,138 380 555,325 74-8 385,239 745 84

Tug tin 791,160 (33,012) (45) 764-,15; 35578 -53/7879 784 568318 74-8 (347449) (44)
TOTAL 18,383,'180 (869 163) (58) 4-7,414,538 5,091,003 383 43 323,356 788 18,891135 635 1,4517514

[REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK]
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IMPUTED Aji^JNUAt^OYALTY EXPENSE FOR J-BANCHISEES C\LCULAT-ED AT 5% OF ANNUAL NET 
SALES AT 23 AFFILIATE-QWNED DAPHNES RESTAURANTS 

DURING TM PERIOD DE€EMBER-2«, 2016 THROUGH DECEMBER 31,2017

TABLE 2

AFFILIATE-OWNED
RESTAURANT

(NQT-E8)

IMPUTED ANNUAL ROYALTY tiXPENSE
FOR FRANGHISEES-CALCULATED AT

5% OF ANNUAL NET SALES
(NOTE 8)

Peway $3Qt780 90
Redondo Boach O'! >7

Torrance $38;586{)0
Mira Mesa $34,389 70

La Jolla $46>P59 90
Nevypoit Beach $39t370 55
RoGcvdle Siena $31,398 05

Santee $3§^27 70
Roseville Fairway $35,269 20

Carlsbad $32>^84 35
Mission Valley $40,-695 25

Torrcy Hills $34t2-70 15
Chula Vista $44,619 30
Temecula $38,-650 20

Irvine Jamboree $43,816 10
Newbwy- Park $32,357 45
Woodland Hills $38,102 50

Ontario $49;3-34 80
West Hollywood $48,47] 05

Pasadena $ 11,903 60
Simi-Valley $29^-05
Lake Forest $24,300 00

Tushn $38,832 40

6116060 viOfK 
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ANNUAL GROSS SAfeES, DISCOUNTS AND NET SALES AND 
ANPsfUAL COST OF CQODS-SOLD, GROSS PROFIT, OTHER OrERATINC EXPOSES AND EARNINGS BEFORE INTEREST, 

TAXES, DEPRECIATION ANO AMORTtZATION (EBITDA)-AS A PERQENT-ACE OF ANNUAL NET SALES
AT 22 AFFILIATE-OWNED DAPHNE'S RESTAURANTS 

DURING THE PERIOD PECEMBER 28, -2015 THROUGLH>ECEMBER457^016
(SEE NOTES 9 ■ 18)

TABLE 3

Affaliatc-Owncd 
Daphne's 

Restaurants 
INotc 1)

Annual Cross 
Sales

(Netcs-^andlO)
Annual Annual 

Not Sales

Annual Cost of

% of Annual 
Net Sales

Prohtcas-i

of Annual 
Net Sales 

(Notes Sand
%

Annual-Qthcr 
Operating 

Expenses as a % of 
Annual-Net Sales 
(Notes 6 and 10)

Annual-EBITDA as 
a % of Annual Net 

Sales

p0way 651 656 615,618 178-801 39 136,817 436 620 70-9

Redondo Boaeh 7Q'7 1 Q181 (30,833) (A44 7§6r349 347,-199 388 8887850 71-3 4517385 598 87t645 118

■Torrance 820 013 (48t393) (88) 771,720 267881 398 545 389 708 480,869 638 64t731

Mira Mesa 7t804 (39,508) (88) 687,794 197 321 490747 718 423,108 618 67868 98

La Jolla 055,295 (34,097) (88) goj 193 358-89 388 667,399 73-4 5-25,544 574 141,756 154

Nei^'port Beach
OT1 (34,313) (44) 787,411 3397873 39-3 557,5-37 708 468 689 2Q 38

Rosovillo Sierra 654t: (36,313) (43) 637t961 1847380 394 443,580 708 420,615 674 22 966

santee 761,002 (547449) (78) 21-1 087 39-9 495,466 704 441,359 638 54t308

■Roseville Fairvray 750,225 (4-1,841-) (64) 705t384 310-600 394 494884 704 393886 558 lQ-2-1-18

Garisfead 7057746 (48,059) (78) 657 687 201744 808 456,564 694 455,753 698 844

Mission Valley 863870 (48-965) (68) 813,-905 39 577,97-3 511,253 63-9 667739 83

-Torrev Hills 738t599 (43496) (88) 685,403 201,400 384 484,003 708 490,220 (67347) (8)

Chiiln Visla 943,045 (49,659) (58) 892,386 388 6867004 475t897 538 1607607 18

Temcciiln 818,303 (45t398) (54) 773,004 237,173 308 535,883 698 486t43 49t410

Irvine Jamboree 9377676 (617354) (70) 87683 2-58 767 398 617,555 708 543,830 63 737735

Nowbnry Park 699,913 (52,763) (88) 6-17,149 191,584 398 455,565 704 434774s 638 307854

Wooctlcinci 838,253 (76,303) m 7637050 236,4-1 f -835,933 708 504,812 668 3I7I3I

2m^20l9MCFCrDD



Affiliate Owned 
Daphne'-s 

Restaurants 
(Note 11

Annual Gross 
Sales

(Notes 8 and W)
Annual

Discounts
Annual 

Net Sales

Goods S^old as 
a % of Annual 

Net Sates 
(Notes 1 and

Annual Cros 
Profit asa% 
of Annual 

SjIcs

Annual Other 

Expenses as a % of 

(Notes 6-and-10>

Annual EBITDA as 
a % of Annual Net

(Notes 7 and 10)
Ontario 8^17 212 (40^ 8Q6j696 ^980 38 580,716 468,730 58 111,985 15^

West Hollyweed 1,011,!! 5 (4-6) 969,421 2-66,199 376 703,223 736 636 857870 86

l-asadcna S8S 767 (50,695) (66) 838,072 248,324 396 589 748 704 505,986 694 83t766

Simi Vall^ 625 833 (-33t451) (54) 593,681 470-,939 38-8 422,742 74-3 4437090 694 40t654

Lake Forest 511,285 (35t386) (53) 4867000 139,849 358 346,151 74r3 786 (36;41S) (75)

TOTAL 17 349,585 (967833) (5-9) 16,381,763 4-769,561 394 11,613 202 709 407-378365 63-3 1,3-337937

(REMAINDER OF THIS PACE INTENTIONALLY LEFT BLANK]
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IMPUTED ANNUAL ROYALTY EXPENSE FQfrj^ANCHISEES CALCULATED AT 5% OF ANNUAL NET 
SALES AT 22 AFFILIATE-QWNED DAPHNFS RESTAURANTS 

DURING THE PERIOD DECEMBER 28,2015 THROUGH DECEMBER 2&,- 2016

TABLE4

A cm T A TTC r^wrKivn
IMPUTED ANNUAL ROYA4TY EXPENSE

Cr^D CD AMr’UICCCC-r'AT r^TT A Ten ATcO/_
RECTAURANT

(NOTE 16)
OF ANNUAL NET SALES 

(NOTE 16)
Poway $30-789-90

Redondo Beach $37,817 '15
Tonancc $38;586 00

Mira Mesa $34;389 70
Ea-JoEa $46tO&9 90

Nc\\'^port Beach $39,-370 55
Rose\*ille Sier-fa $31,398 05

Santee $35,327 70
Rose\']Jle Fairw^ay $35,269 20

€ai Isbad $32,881 35
Mission Valley $10,695 25

Torrey Hills $34t270 15
Ohula Vista $14;619 30
Temecula $38,-6-50-20

Irwne Jamboree $43,-816 10
Newbury Park $32,-35715
Woodland Hdls $38rl-02 50

Ontai lo $10,331 80
Wost-Hollywood .$48;471 05

Pasadaaa $11,903 60
Simi Valley $29,681 05
Lake borost $21,300 00

Tusbn $38,832 40
Jrvine Alton $32,710 15

3m-201QMCrC FDD 4/10/2019^



NOTE 1

Table ] includes actual historical unaudited information we have accumulated for 3 Affiliate-Owned Daphne's 
Restaurants that were owned and operated by the Operating Company on December 31. 2018 All 3 Affiliate-Owned 
Daphne's Restaurants included in Table 1 are located in Los Angeles and San Diego Counties. California All of these 
Affiliate-Owned Daphne's Restaurants are operations similar to the franchise offered in this Disclosure Document All 
information is unaudited

The figures in Table 1 are taken from reports submitted to us by the Operating Company on the Annual Gross Sales 
(as defined in Note 31, Annual Discounts (as defined in Note 31 and Annual Net Sales fas defined m Note 31

On December 31, 2018, there were a total of 3 Affiliate-Owned Daphne's Restaurants owned and operated by the 
Operating Company and 20 Affiliate-Owned Daphne's Restaurants sold to Daphne's Franchisees Tlie 20 franchised 
Daphne's Restaurants are not included in tins Item 19, because none were operated by Daphne's Franchisees for at 
least 12 months as of December 31, 2018 All 3 Affiliate-Ovsmed Daphne's Restaurants aie included in Table 1, which is 
100% of the Affiliate-Oumed Daphne's Restaurants m operation on December 31. 2018

Percentages (%! to tlie immediate right of each category represent that category's value as a percentage of Annual Net 
Sales

NOTE 2

All 3 Affiliate-Owned Daplme's Restauiants included in Table 1 were open and operating for more than 4 yeais as of 
December 31, 2018

NOTE 3

The Annual Gross Sales of each Affiliate-Owned Daphne's Restaurant included m Table 1 appears in the second 
column For purposes of Table 1, Annual Gross Sales means the aggregate of the total of all revenues derived from 
sales of any nature or kmd whatsoever from each Daphne's Restaurant included in Table 1. whether evidenced by 
cash, services, property, barter. oi other means of exchange, including orders taken in or from the Daphne's 
Restaurants although hlled elsewheie Annual Gross Sales includes the full value of meals our franclnsee provided to 
their employees as incident to their employment (less the value of any discounts against Annual Gioss Sales given 
during the month in which the meals were providedl and all proceeds from the sale of coupons, gift certificates or 
vouchers Annual Gross Sales excludes the amount of bona fide refunds paid to customers and the amount of sales or 
use taxes actually paid to any governmental autlionfy and the retail price of any coupons, gift certificates and 
vouchers when they are redeemed

For purposes of Table 1. Annual Discounts means coupons, rewards program discounts, and food for employees

For purposes of Table 1. Annual Net Sales means Annual Gross Sales less Annual Discounts

NOTES

Based upon the Annual Net Sales of the Affiliate-Qwmed Restaurants, we have included Table 2 to include imputed 
Annual Royalty Fees that a franchisee would incur at 5% of Annual Net Sales, vidnch the Affiliate-Owned Restaurants 
did not incur A franchise would not have incuried Marketing Fund Fees as of December 31, 2018 because the

3WV2019.MCFC TDD 1/10/201



Marketing Fund was not established in 2018 We did not have any franchisees who have operated a Daphne's 
Restaurant for at Jeast 12 months as of December 31. 2018 and have no reasonable basis to conclude that there will be 
material financial and operational differences between AflhJiate-Owned Restaurants and operational franchised 
outlets, other than tlie Annual Royalty Fees tliat a franchisee would incur

NOTE 3-

Tablc 1 3 includes actual h<stoncnl unaudited mfonnation we ha\'e accumHlatod fot-23 Afhbatc-Owned Daphne'-s 
Restaurants that were owneei-anel operated by the Operating Company on Decombor 31, 2017 All-23 Aff>kate-Ovi'ned 
Daphne^ -Restaurants included m Table 1 3 are located in Los Angeles, OrangC; San- Diego and Placer Counbes, 
California All of these Affiliate-Owawd Daphne^s Restaurants are operations similar to the franchise offered m this 
Disclosuic Document All informahon is unaudited

The figures in Table 1 3 arc taken from-reports submitted to us by the Operating Company on the Annual Gross Sales 
(as dofined-in Nofe-S),- Annual Discounts (as defined -Hi4>loto 3), Annual-NobSalcs (as defined m Note 3), Annual Cost 
of Goods Sold (as defined in Note 'I), Annual Cross Profrt-(as defined in Note 5), Annual-Other Operating Expenses (as 
tlefmcd-in Note 6), and Annual EBITDA (as dcfnaed in Note 7)

On Dccenber 31,-3017, there were a total of 23 Affiliate OiAsicd Daphne's-Restaurants owaied and operated by the 
Opeiatmg Company All 23 Affiliatc-Owncd Daphne's Rostauraitfs-are inekided in -Table 13,-v\'hic-h is400% of the 
Affiliate-Owned Daphne's Restaurants in operation on December 3i—2Q17

Percentages (%) to the immediate right of each category represent that category's value as a percentage of Annual Net 
Sales

NOTE 210

All 23 Affiliate Qvtsiod Daphne's Rostauiants included m Table-1 S^^erc open and operating foi more than A years as 
ef-December31, 2017

NOTE m

The Annual Cross-Sales of-eaeh Affiliate Ovtncd Daphne's Restaurant included in Table 1 3 appears in the second 
eoliamn- For purposes of Table 13, Annual Cross Sales moans the aggregate of the total of all revenues derived fiom 
sales of any nature or kind whatsoever fiom caeh-Daphno's Rostauiant inckided in Table 13, whether evidenced by 
cash, ser-Jisees,-property, barter, or—ether-means of-e\chango, inc-luding-erdeis taken in or-from the-Daphne^s 
Restaurants althotigh filled olsovvheic—A-nnual Gross Sales includes the full value of meals our franchisee provided to 
their employees as incident to then efflployment-(loss the vakie of-any discounts-agamst Annual Cross Sales given
during the-moHtlv >’hich the meals re provided) and all proceeds from-the sale of coupons, gift ceitificates ei- 
vouchors Annual Gross Sales excludes the amount of-bona fide refunds paid to customois and the amount of sales or 
use taxes actually paid to any govornmontal-authenty and the retail price of any coupons, gift ceitificates and 
vouchors when they arc redeemed

For purposes of Table-43, Annual Disc-eunts-means coupons, rewards progiam discounts, and food for employees

\ihsmh\C D\ 1
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For purposes of Table 13, Aniwaj-Not Sales means Annual Gioss Snlcs less Anmial Discounts 

NOTE 4-

The Aniwat Cost of Goods Sejd as a Pcrcontngo of Anfmal Not Sales-of each Affibntc Owwod Daphne'b Rostnurnnt 
includod m Table 1 3 appoar6-m-4ho seventh coli-tftw J^r purposes o^ Table 13, Aimual Cost of Goods Sold means the 
Operatmg-€ompany'G expenses for food, boveragos and paper goods

NOTE 5-

The Aj-uuial Cross-Profit as a Peicentage of Annual Net Sales of each Affibate-Owned Daphne's Restaurant includod 
rrv Tablc-1 3 appoars-m -tho crgtrth-column For purposes of Table 13, Annual Cioss Profit moans Annual Cross Sales 
less Aimual Cost oFOoods Seld-

NOTE6-

Tho Arrnual Othcr-Opoiatiftg-E».pct:rGcs as a PcrcoRrage-of Annual-Net Sales of each—Affiliate Owned Daphne's 
Restaurant included in Table-F-3 appears in the ninth-celurruT For-ptirposes-ef-Table 43,-AnnuaF-Othoi Operating 
Expensos-mcans the Operating Comparry's oxpaiscs for all otlrer expenses related to the operation-of the Daphne's 
Rostaurafrt&(othoi than expenses for food, bevoiages-and paper goods), including labor and rent

NOTE 7-

Tho Annual EBITDA as a Percentage of-Annual-Net Sales of each Affiliate Owned Daphne’s Restaurant included m 
Table 1 3-appeais m the twelfth column For purposes of Table 13, Annual EBITDA means the Operating Company's 
net earnings before interest expenses, taxes, deprcaatten and amortization are subtracted

NOTE 8

Rased upon the Annual Net Sales of the Affiliate Ovvaied RoGtaurants^-v^‘e havc-included Table 2 1 to include imputed 
Annual Royalty Fees that a franchisee would incur at 5% of Annual Net Sales, w4~uch the AFfibate-Q^A'rred Restauiants 
did not meur A frarrebrse would not have inc-uried Maikcting Fmrd—Fees as of Decembei 31, 2017 because the 
Maiketing Fund wtrs-net established in 2017 We did not have any franetnsees as of December 31,-^017-and have no 
reasonable basis to conclude that there will be material financial and oporational-d-dferences between Affiliate Owned 
Restaurants and oper-abonal franchised outlets, other than the Annual-R-e^'alty Foes that a fianchisec-weuld inettr-

NOTE 9

Table 3 5 includes-aetual historical unaudited information we have accumulated for 22 Afhliatc-Ovvned Daphne's 
Restaurants that weie owned and opeiated by the Opciating Company on December 25, 2016 All 22 Affiliatc-Owned 
Daphne's Restaurants included in Table 3 aie loeated in Los Angeles, Qiange; San Diego and—P-laeei Geunties, 
Gaiifoinia All of these-Affiliato-Owned Daphne's Restauiants arc operations similar to-the franchise offered-in this 
Disclosure Document All information is unaudited

The figuios in Table 3 5 aie taken-hom leports submitted to us by the Opoiating Company on the Annual Cress Sales 
(as-definod in Note 11), Annual Discounts (as defined in Note ]]), Annual Net-Sales (asdohnod in-Note 11),-Annual 
€est-of Goods-Sold (as dchi^ied-in- Noto 12), Annual-Gioss Profit (as defined tn Note 13), Annual Other Operating

\\l sl\Tpps\lhsnih\CP\ 18218-6M 518925 doo ,^444606(^00. 
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ExponscG (as dofinod in Note 11), and Annual EBITDA (as-defined in-Note 15)

On Decembci 25, 2016, there wao- a total-ef 24-Afftbate-QwnGd Daphne's Restaurants owned-and operated by-the 
Operating Company 22- out of 24 Affiliato-Owncd Daphne's Restaurants me incliidod in Table 35, which is 91 6% of 
the 24 Affiliate-Ov\iied Daphne's Restaurants in operation on December 25, 2016 2 out of 24 Affiliate Owied 
Daphne's Kestaujants (-THstin and li vine Alton)-were not included in Table 3—because we do not have reliable 
information for-ah-categenes diselesed in-^ablc 3

Percentages (%) to the immediate-right of eadi category represent that category's value as a percentage of Annual Not

All 22-Affiliato Owned Daphne's Restaurants included in Tabfe 3 ^-as-well as-the Tustm and irvino Alton Daphne's 
Restaurants were open and operating for moie than ■I years as of December 25, 2016

NQTE-1419-

The Annual Cross Sales of oach-Affiliatc-Ovs'iied -Daphne's Restaurant included in Table 3 5_appoars ui the second 
column Tlie Annual Cress Sales of the Affthate Owned Daphne's Restauiants in Tushn and Irvine Alton during the 
period December 28, 2015 to December 25, 2016 were $776,648 and ^54,203,-^espectivelj- Foi ^rposos of Table 35, 
Annual-€ross-Sales moans the "aggregate-of the-total of all revenues derived fiom sales of-any nature oi -kind 
whatsoever from each Daphne's Restaurant included in Table 35, whether evidenced by cash, ser\'ices, property, 
bartoij-er other-means-ef exchange^ uicludmg orders taken in or from the Daphne's Restaurants although filled 
elsowheie Annual Oioss-Sales mejudes the full value of meals our franchisee-provided to then employees-as uicidcnt 
to tlieir employment (less the value ef any-discounts against Annual-Gross Sales given during the month in which the 
moals-woro provided) and all pi-eeeeds from the-sale of coupons, gift-coihfieates or-vouchers Annual Gioss Sales 
excludes the amount of bona fide refunds paid to aistomors and the amount of sales or use taxes actually paid to any 
governmental authoiit)'nnd the retail pnee-ef any coupons, gift certifuKites and Arauchers when they are redeemed-

For purposes of Table 35, Annual Discounts means coupons, rewords progi nm-discounts> and food for employees

Foi purposes of-Table 3^-Annual Net Sales inexins Annual Cross Sales less Annual Disceunts

NOTE 1220-

rhe Annual Cost of Coeds Sold-as a Pereentage of Annual Net Sales-of each-AffiJiate-Owned-Oaphne'-sd^estauiant 
included in Table-3 5_appeais in the seventh column For purposes of Table 35, Annual Cost of Goods Sold means the 
Operating Company's expenses fei food, be\'erages-and paper goods

NOTE-1^21-

The Annual Gross Profit as a Pei-eentage ef-Annual -Net Sales of each Affiliate-Owned Daphne's Restaurant included 
in Table 3 ^appears in the eighth column For-pm=pesos of Table 35, Annual €ross Profit means-Annual Cioss Sales 
less Annual Cost of Goods Sold

\ \ Ps i \ apps\ lhsn>h\CD\ 18218-6\ 151S925 dorv
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The Annual-Qthor Operating-&><pcnsca as q Pcrcontago of Annual Net Sales of-eaeh-Affiliato Owned Daphne's 
j^taurant mcludod-jn-Table 3 ^nppoais-in the niRth-eolumn foi piijpeses of Tal»lc -35, Armual-Othor-Qpoating 
Expenses-means the Operating Company's expcnt.es-for all other expenses related to the operation of the-Daphne'-s 
Restaurants (other than cxponses-tei-food, bovciagcs and paper goods), mcluding labor and rciit

NOTE 1533-

The Annuaj-EBlT-DA-as a Percejatage of Annual Not-Sales of each Affiliate-Owncd Daphne's Restaurant mcluded in 
Table 3 5_appoars m the twelfth column For purposes of Table 3^ Annual EBITDA moans the Qporahng Company's 
net-earnmgs before intoiost oxpejises, taxoST-deprociahon and amoi tization-aie subtraeted

Eased upon the Ajaiwel Net Sales of the AfhJiatc Owned-Rostaurants, wo have included Table 4 6 to mcludo imputed 
Aim-ttal Royalty Foes that a franetnscc would incur at 5% of AnnuaJ Not Sales, which the Affibate-Owncd Restaurants 
did not jneur A fraiaehiso would not have incurred- Marketing Fund Foes as of ■Dccemboi ■ 25, 2016 because the 
Maikoting Fund was not established in 2016 Wo did not have any tTanchiscos as of Pocembor 31, 2017 2016 and have 
no reasonable basis-te-concludo that there will bo material financial and opciational differences between Athhatc- 
Qwned Restaurants and operational franchised outlets, other than the Annual Royalty Fees that a franchisee would 
incur

NOTE 17

Youi individual opciahng results will be-affcctcd by a multitude of factors, mcluding general economiceondihonsr 
legional market vaiiations, the demograplues of an-area, lifestyles of customers m your maiket-aiea, tho-tecation of 
youi Daphne's Restaurant, other^narkot characteristics, the extent, duiatien and cffcchvcnoGS of your marketmg-and 
promotional efforts, fluctuations m the cost of inventory and supplies, variations in disposable ineomo and populahon, 
competition ui the restaurant business in general, consimior preferences and-tbe tikc,-as-iA'cll as your business abilities 
and efforts, and may-ehffoi substantially from the hnancial performance represontahons provided in this Item 19 
Daphne's Rostauiants operating in low population density areas will also have lower sales than locations-in high 
population density areas Daphne's Roslaurants located outside of Noitlicin oi Southern Caldoinia may also have 
lower sales than locations in 23-Affiliate-O^med Daphne's Restaurants included in Table l^and the 22 Afhliate-Ownod- 
Daphne's RcstaurantSHncludod in-Tablo-3-5 Your results wiU vary based on your regional domograplne-densit^y 
eompotitivo factors and your ability You should consult other sources and your financial advisois to obtain-add-itional 
mfeimahon nocossaiy to develop-estimates of the gross-revenues, cost oh-goods sold, operating expenses and not 
meorne you may expect-

NOTE 189

The infoimation provided in this Item 19 is the only information we authorize regarding performance of any Daphne's 
Restaurant We do not furnish, or authorize our salespersons or anyone else to furnish, any oral or written mformation 
concerning the actual or potential sales, costs, mcome or profits of a Daphne's Restaurant Actual results may vary 
from business to business and we cannot estimate the results of any particular busmess Before signmg any documents 
or making any mvestment, you must make your own independent investigation regarding the possible reward of a 
Daphne's Restaurant, includmg mdependent market and industry reviews and comparisons and talking to current 
and former Daphne's franchisees You must consult with your own independent advisors, such as attorneys and

\Us1\ ip[xs\llismh\Cn\l8218-6\ I 
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accountants, to assist m determining the suitabibty of this investment for you

Other than the foHovvii^ above fmancial performance representations, we do not make any representations about a 
franchisee's future financial performance or the past fmancial performance of franchisor-owned or Afhbate-Owned 
outlets We also do not authonze our employees or representatives to make any such representations either orally or m 
writing If you are purchasmg an existing outlet, however, we may provide you with the actual records of that outlet 
If you receive any other fmancial performance information or projections of your future mcome, you should report it 
to Franchisor's management by contactmg our President, Mr Michael Nakhleh, Mediterranean Cuisme Franchismg 
Company, LLC, 466 Foothill Boulevard #356, La Canada Fbntridge, California 91011, telephone (310)-278-5050, the 
Federal Trade Commission, and the appropnate state regulatory agenaes

ITEM 20
OUTLETS AND FRANCHISEE INFORMATION 

TABLE NO 1
SYSTEM-WIDE OUTLET SUMMARY 

FOR FISCAL YEARS 2045-2016 TO 30472018

Outlets At The Start Outlets At The End
Outlet Type Year Of The Year Of The Year Net Change

Franchised
m§ 0 0 0
2016 0 0 0
2017 0 0 0
2018 0 12 +17

Company-Owned*
2045 34 28 -3
2016 28 24 -4
2017 24 23 -1
2018 23 5 -17

Total Outlets
3045 28 38 -3
2016 24 24 -4
2017 24 23 -1
2018 23 23 0

All locations are owned by our affibate, Mediterranean Cuisme Operatmg Company, LLC
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TABLE NO 2
TRANSFERS OF OUTLETS FROM FRANCHISEES TO NEW OWNERS 

FOR FISCAL YEARS 30^2016 TO 30172018

State Year Number Of Transfers
California

2015 0
2016 0
2017 0
2018 Q

Total Outlets
3015 0
2016 0
2017 0
2018 0

TABLE NO 3
STATUS OF FRANCHISED OUTLETS 

FOR FISCAL YEARS 30L5-2016 TO 20172018

State Year

Outlets
At Start
Of Year

Outlets
Opened

Termina-
Tions

Non-
Renewals

Reacquired
by

Franchisor

Ceased 
Operations- 

Other Reasons

Outlets At 
End Of

The Year
Califorma

3015 0 0 0 0 0 0
2016 0 0 0 0 Q 0 0
2017 0 0 0 0 0 0 0
2018 0 17* Q Q 0 0 17

Total Outlets
3015 0 0 0 0 0 0
2016 0 0 0 0 0 0 0
2017 0 0 0 0 0 0 0
2018 0 17* 0 0 0 0 17

*These outlets were company-owned and sold to franchisees

o\rii6oco-<tt-
3BW.-20I9MCFC I DD 4/)9/20l9F/48«!W



TABLE NO 4
STATUS OF COMPANY-OWNED OUTLETS 
FOR FISCAL YEARS 3045-2016 TO 30472018

State Year

Outlets At 
Start Of 
The Year

Outlets
Opened

Outlets
Reacquired

From
Franchisees

Outlets
Closed

Outlets Sold 
To Franchisee

Outlets At
End Of 

The Year
California-

3015 34 0 0 3 0 38
2016 28 0 0 4 0 24
2017 24 0 0 1 0 23
2018 23 Q Q 0 IZ 5!

Total*
TU 34 0 0 3 0 38

2016 28 0 0 4 0 24
2017 24 0 0 1 0 23
2018 23 0 0 0 Z1 5!

^ TheseAIi locations are owned by our affibate, Mediterranean Cuisme Operating Company, LLC

TABLE NO 5
PROJECTED OPENINGS AS OF DECEMBER 31,30472018

Franchise Agreements New Franchised
Projected New 

Company-Owned
Signed But Outlets Not Outlets In The Next Outlets In The Next

State Opened Fiscal Year' Fiscal Year
Cahfonua 10 04

Totals 10 12 04

We have-no franchisees as oftbe issuaneo date of-this Disclosure Document
Exhibit-LExhibit K contains a list of our current and former franchisees as of December 31. 2018 Tliere are no 
franchisees who have not cormnunicated mth us within 10 weeks of the issuance date of this Disclosure Document

We have not signed confidentiabty clauses with current or former franchisees since our formation If you buy this 
franchise, your contact informahon may be disclosed to other buyers when you leave the franchise system No outlets 
have been termmated, not renewed, or ceased operations for other reasons

We have not created, sponsored, endorsed or received a request to mclude in this Disclosure Document, a trademark 
speafic franchisee organization

ITEM 21
FINANCIAL STATEMENTS

Attached to this Disclosure Document as Exhibit lExhibit I is our audited balance sheet as of October 4, 2017 and our 
audited financial statements for the fiscal year ended December 31, 2017 and December 31. 2018 Our fiscal year ends 
on December 31 of each year
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ITEM 22 
CONTRACTS

Attached as Exhibit A is a copy of our current form of Franchise Agreement 
Attached as Exhibit B is a copy of our current form of Area Development Agreement 
Attached as Exhibit C is a copy of our current form of Option to Obtam Lease Assignment 
Attached as Exhibit D is o-eopy of-eur current form of Asset Purchase Agieomont
Attached as Exhibit EExhibit D is a copy of our current form of Conhdentiahty Agreement for Prospective 
Franchisees
Attached as Exhibit FExhibit E is a copy of our current form of Non-Disclosure and Confidentiabty Agreement for 
Employees of Franchisee

Attached as Exhibit- HExhibit G is a copy of our State Specific Addenda
Attached as Exhibit lExhibit H is a copy of our current form of Franchise Comphance Certificate

ITEM 23 
RECEIPTS

2 copies of an acknowledgment of your receipt of this Disclosure Document appear as Exhibit-MExhibit LL Please 
return one copy to us and retain the other for your records
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MEDITERRANEAN CUISINE FRANCHISING COMPANY, LLC 
FRANCHISE AGREEMENT

THIS FRANCHISE AGREEMENT (the "Agreement") is made and entered mto as of the "Effective Date" set 
forth on Exhibit A by and between MEDITERRANEAN CUISINE FRANCHISING COMPANY, LLC, a 
Delaware limited liability company ("Franchisor"), on the one hand, and the individuals or Entity identified 
as "Franchisee" on Exhibit A. on the other hand, who are mdividually referred to m this Agreement as a 
"Party", and collectively referred to m this Agreement as the "Parties", v\ath reference to the followmg facts

A Franchisor and Franchisor's Affiliate, Mediterranean Cuisme Operating Company, LLC, a Delaware 
bmited Lability company (the "Operatmg Company"), have developed the "Daphne's System" for the 
estabbshment and operation of fast-casual restaurants ("Daphne's Restaurants") that offer a menu of freshly 
prepared Califomia-mspired Greek and Mediterranean appetizers, sandwiches, wraps, salads, platters, side 
dishes and non-alcoholic beverages for on-premises and off-premises consumption and catering events under 
the trade names and service marks "Daphne's", "Daphne's California Greek" and other related trademarks, 
service marks, logos and commercial symbols (collectively, the "Daphne's Marks")

B Franchisee desires to obtam a bcense and franchise to develop, own and operate one Daphne's 
Restaurant (the "Franchised Restaurant") under the Daphne's Marks m strict accordance with Daphne's 
System and the standards estabbshed by Franchisor from time to time, and Franchisor is wilbng to grant 
Franchisee a license and franchise under the terms and conditions set forth m this Agreement

NOW, THEREFORE, IT IS AGREED

DEFINITIONS

The capitabzed terms m this Agreement that are not defmed elsewhere in the text of this Agreement are 
assigned these defmitions

"Abandon" means (i) Franchisee's failure, at any time durmg the Term, to keep the Franchised Restaurant 
open and operatmg for busmess for a period of five (5) consecutive days, (ii) Franchisee's failure to keep the 
Franchised Restaurant open and operatmg for any penod after which it is not unreasonable under the facts 
and circumstances for Franchisor to conclude that Franchisee does not mtend to contmue to operate the 
Franchised Restaurant, unless the failure to operate is due to Force Majeure (subject to Franchisee's contmumg 
compbance with this Agreement), (ui) the withdrawal of permission from the Landlord that results m 
Franchisee's mabibty to continue operation of the Franchised Restaurant at the Franchised Location, or (v) a 
closure of the Franchised Restaurant required by Applicable Law

"Accounting Penod" means each four (4) week penod designated by Franchisor

"Affiliate" or "Affihates" mean any Person or Entity that controls, is controlled by, or is under common 
control with, a Party to this Agreement Control of a Person or Entity means the power, direct or mdirect, to 
direct or cause the direction of the management and pobcies of such Person or Entity whether by contract or 
otherwise
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"Applicable Law" means and mcludes appbcable common law and all statutes, laws, rules, regulations, 
ordinances, policies and procedures estabhshed by any Governmental Authority with jurisdiction over the 
operation of the Franchised Restaurant that are in effect on or after the Effective Date, as they may be amended 
from time to tune

"Approved Suppliers" means suppliers of Branded Products, Proprietary Products and Non-Proprietary 
Products, and ancillary services, food products, beverages, packagmg, supphes, furniture, fixtures and 
equipment for Daphne's Restaurants that have been accepted and approved by Franchisor because they have 
demonstrated to Franchisor theu ability to supply products and services for Daphne's Restaurants meetmg 
Franchisor's specifications as to brand names, models, contents, manner of preparation,, uigredients, quality, 
freshness, compliance with governmental standards and regulations, rehability with respect to dehvery and 
consistency m the quality of their products or services Franchisor and its Affiliates may be Approved 
Suppliers

"Authorized Products" means all Branded Products, Proprietary Products and Non-Propnetary Products 
offered for sale or used at Daphne's Restaurants, as specified by Franchisor from time to time

"Branded Products" means any product now existing or developed ui the future that bears any of the 
Daphne's Marks, mcluding products that are prepared, sold and/or manufactured m strict accordance with 
Franchisor's recipes, methods, standards and specifications, mcludmg, without limitation, pre-packaged food 
and beverage products, packaging, clothing, souvenirs and novelty items

"Co-Branding" means the operation of an mdependent busmess, product line or operating system owned or 
licensed by another Entity (not Franchisor) that is featured or mcorporated within the Franchised Restaurant 
or is adjacent to the Franchised Restaurant and operated m a manner bkely to cause the public to perceive it 
IS related to the Franchised Restaurant An example would be an mdependent ice cream shop or counter 
mstalled withm the Franchised Restaurant

"Competitive Business" means any restaurant busmess that prepares, offers and sells Greek or Mediterranean 
appetizers, sandwiches, wraps, salads, platters or side dishes as its primary menu items and any busmess that 
looks bke, copies, mutates, or operates with similar trade dress or decor to a Daphne's Restaurant

"Constituents" means past, present and futiue Affibates, parents, subsidiaries, divisions, partners, members, 
trustees, receivers, executors, representatives, admmistrators, owners, shareholders, distnbutors, parents, 
predecessors, officers, duectors, agents, managers, principals, employees, msurers, successors, assigns, 
representatives and attorneys and the past, present and future officers, directors,.agents, managers, principals, 
members, employees, msurers, successors, assigns, representatives and attorneys of each of the foregomg

"Crisis Management Event" means any event that occurs at or about the Franchised Restaurant that has or 
may cause harm or mjury to customers or employees, mcludmg, without bmitahon, food contammation, food 
spoilage/poisonmg, food tampenng/sabotage, contagious diseases, natural disasters, terrorist acts, shootmgs 
or any other circumstance which may damage Daphne's System, the Daphne's Marks, or the image or 
reputation of Franchisor and its Affibates

"Daphne's Franchise Agreements" means Franchise Agreements between Franchisor and Daphne's 
Franchisees for Daphne's Restaurants, mcludmg all exhibits, riders, guarantees or other related mstruments, 
all as amended from time to tune
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"Daphne's Franchisees" means the parties who enter into Daphne's Franchise Agreements with Franchisor 
to develop, own and operate Daphne's Restaurants

"Daphne's System" means the system developed by Franchisor and the Operating Company that includes 
operating methods and business prachces related to Daphne's Restaurants, the relationship between 
Franchisor and Daphne's Franchisees, interior and exterior store design, other items of trade dress, 
specifications for equipment, fixtures and uniforms, defmed product offerings, recipes and unique cooking 
techniques and methods, specified pricing and promotions, restrictions on ownership, standard operating and 
admmistrative procedures, management and technical trammg programs, marketing and public relations 
programs, and Franchisor's Website, all as Franchisor may modify the same from time to time

"Daphne's Trade Secrets" means proprietary and confidenhal information of Franchisor and the Operatmg 
Company, mcluding, recipes, mgredients, specifications, procedures, poLcies, concepts, systems, know-how, 
plans, software, strategies and methods and techniques of operatmg Daphne's Restaurants and producmg 
Authorized Products, excludmg mformation that is or becomes a part of the pubbc domain through 
pubhcation or communication by thu"d parhes not bound by any confidentiality obligation or that Franchisee 
can show was already lawfully in Franchisee's possession before receipt from Franchisor

"Default" means any breach of, or failure to comply with, any of the terms or conditions of an agreement

"Designated Franchise Portal" means Franchisor's onlme portal or portals that provide information, 
resources and support to Daphne's Franchisees and their Franchised Restaurants

"Entity" means any limited hability company, partnership, trust, assoaation, corporation or other entity, 
which IS not an mdividual If Franchisee is an Entity, the Entity shall conduct no other busmess than the 
operation of the Franchised Restaurant

"Equity" means capital stock, membership mterests, partnership nghts or other equity ownership mterests of 
an Entity

"Expiration Date" means the tenth anniversary of the Opening Effective Date as set forth on Exhibit A

"Force Majeure' means any event that (i) was reasonably unforeseeable as of the Effective Date, (ii) is beyond 
the reasonable control, directly or mdirectly, of a Party, (ui) could not reasonably have been prevented or 
avoided by that Party with the exercise of reasonable efforts and due diligence, (iv) does not result from the 
fault or neghgence of that Party or its agents, employees or contractors, and (v) causes performance by that 
Party to be delayed, m whole or m part, or unable to parhally or wholly perform its obligahons under this 
Agreement Subject to the satisfaction of the foregoing critena, "Force Majeure" includes (a) acts of God (such 
as tornadoes, earthquakes, hurricanes, floods, fire or other natural catastrophe), (b) strikes, lockouts or other 
mdustrial disturbances, (c) war, terrorist acts, not, or other civil disturbance, (d) unilateral governmental 
action impactmg restaurants, and/or food providers generally, and (e) epidemics, transportation shortages, 
madequate supply of labor, matenal or energy, or a Party foregoing the right to acquire or use any of the 
foregomg in order to accommodate or comply with the orders, requests, regulations, recommendations or 
mstructions of any federal, state or municipal government or any department or agency Neither an act or 
failure to act by a Governmental Authonty, nor the performance, non-performance or exercise of rights under 
any agreement with Franchisee by any lender. Landlord, contractor, or other Person, or Franchisee's fmancial
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mabibty to perform or Franchisee's insolvency, shall be an event of Force Majeure under this Agreement, 
except to the extent that such act, failure to act, performance, non-performance or exercise of rights results 
from an act which is otherwise an event of Force Majeure Neither Party will be in Default in the performance 
of Its obligations under this Agreement if such performance is prevented or delayed due to Force Majeure

"Franchised Location" means the site of the Franchised Restaurant as set forth on Exhibit A

"General Manager" means an individual who is responsible for overseeing the operation of the Franchised 
Restaurant m the absence of the Principal Owner as set forth on Exhibit B

"General Release" means the form of general release prescribed by Franchisor of any and all known and 
unknown obhgations, liabihties, demands, costs, expenses, damages, claims, actions and causes of action, of 
whatever nature, character or description, against Franchisor and its Constituents A General Release will 
cover future consequences of acts, omissions events and cucumstances predating the date of the General 
Release, but will not release, m advance, future acts, omissions or events which have not occurred at the time 
the General Release is executed

"Grand Opening Marketing Expenditure" means the $5,000 - $15,000 that Franchisee must spend for a 
promotional campaign for the grand opening of the Franchised Restaurant beginning thirty (30) days before 
the scheduled Openmg Date of the Franchised Restaurant and contmumg for fifteen (15) days after the 
Opening Date of the Franchised Restaurant

"Good Standing" means Franchisee is in substantial compbance with the material requirements of this 
Agreement, the Manuals and all other agreements then in effect between Franchisor, or its Afhbates, and 
Franchisee, and has substantially cured each curable Default for which Franchisor has issued a Notice of 
Default to Franchisee withm the time periods set forth m Article 16

"Governmental Authonty" means all Federal, state, county, municipal and local governmental and quasi- 
govemmental agencies, commissions and authonties

"Gross Sales" means the total of all revenues derived from sales of any nature or kind whatsoever from the 
Franchised Restaurant durmg the Term, as well as the proceeds from any business interruption insurance 
related to the non-operation of the Franchised Restaurant, and whether evidenced by cash, services, property, 
barter, or other means of exchange, including orders taken in or from the Franchised Restaurant although 
filled elsewhere and debvery and catermg charges that are not included m the price of the Authorized 
Products "Gross Sales" shall mclude the full value of dnnks and snacks Franchisee provides to its employees 
as mcident to their employment (less the value of any discounts against Gross Sales given durmg the month 
in which the drinks and snacks were provided) and all proceeds from the sale of coupons, gift certificates or 
vouchers "Gross Sales" shall exclude the amount of bona hde refunds paid to customers and the amount of 
any sales or use taxes actually paid to any Governmental Authonty and the retail pnce of any coupons, gift 
certificates and vouchers when they are redeemed

"Initial Franchise Fee" means the $30,000 mitial fee that Franchisee must pay Franchisor for the right to 
operate the Franchised Restaurant under this Agreement

"Initial Term" means the ten (10) year period commencmg on the Opening Effective Date and endmg on the 
Expiration Date
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"Initial Training Program" means Franchisor's traming program that Franchisor shall provide for up to two 
(2) persons selected by Franchisee who must include the Principal Owner and General Manager, at no charge 
to Franchisee before Franchisee begins servicing customers and that Franchisor may provide at other times 
during the Term, upon Franchisee's request, and by mutual arrangement of the Parhes for the fees described 
in this Agreement Franchisor may modify the Initial Traming Program at any time without notice

"Landlord" means the owner of the Franchised Location who enters mto a Lease with Franchisee for the 
Franchised Location

"Lease" means any agreement, however denommated, that allows Franchisee to occupy a Franchised Location 
owned by a Landlord, mcludmg any lease, sublease, concession agreement, bcense and similar arrangement 
between Franchisee and a Landlord

"Local Markehng Expenditure" means the amount that Franchisee shall spend each week durmg the Term 
for local promotion and marketing for the Franchised Restaurant which shall equal one percent (1%) of weekly 
Gross Sales Franchisor shall have the right to adjust the amount of the Local Store Marketmg Expenditure at 
any time and from tune to tune durmg the Term upon nmety (90) days' prior written notice from Franchisor 
to Franchisee, to an amount not to exceed two percent (2%) of Gross Sales

"Manuals" means Franchisor's operations manual, which may consist of one or more manuals, and any other 
wntten directives related to Daphne's System, as they may be amended, issued and revised from tune to time

"Marketmg Fund" means the fund that Franchisor may elect to establish to promote the Daphne's Marks and 
aU Daphne's Restaurants

"Markehng Fund Fees" means the weekly marketmg fund fees that Franchisee shall pay Franchisor as a 
percentage of the Gross Sales of the Franchised Restaurant durmg the precedmg week if and when Franchisor 
elects to establish a Marketmg Fund Franchisor shall have the right to adjust the amount of the Marketmg 
Fund Fees at any tune and from tune to tune durmg the Term upon nmety (90) days' prior wntten nohce from 
Franchisor to Franchisee, to an amount not to exceed three percent (3%) of Gross Sales

"NACHA" means the National Automated Clearing House Association, an organization that establishes the 
standards and rules followed by fmancial institutions for transferrmg payments

"Non-Propnetary Products" means the food and beverage products, produce, condiments, drink ingredients, 
raw materials, fixtures, fumishmgs, equipment, uniforms, suppbes, paper goods, services, menus, packagmg, 
forms, POS Systems, computer hardware, software, modems and peripheral equipment and other products, 
suppbes, services and equipment, other than Branded Products and Proprietary Products, that Franchisee may 
or must use, offer and sell at the Franchised Restaurant

"Non-Tradihonal Venues" means a broad vanety of atypical sites, mcludmg, without bmitation, a site or 
location withm a captive market site, another primary busmess or m conjunction with other busmesses or at 
mshtutional settings such as office buildmgs, busmess complexes, arenas, stadiums and entertainment venues, 
recreahonal faabties, beaches, parks, airports, tram stations, travel plazas, toU road facilities and other 
transportation terminals, educational, medical, governmental and other types of mstituhonal faabties, sites m 
retail locations (for example, a kiosk withm a grocery store), cafetenas and casmos. food delivery fulfilment
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centers and any site for which the lessor, owner or operator hmits the operahon of its beverages and/or food 
service facilities to a master concessionaire or contract food service provider

"Notice of Default" means a written notice from one Party to another Party demandmg the cure of a Default 
and demanding that the defaultmg Party provide evidence of the cure to the other Party

"Open," "Open for Busmess," and "Opened" means that Franchisee has actually begun to offer Authorized 
Products for sale to the public from the Franchised Restaurant

"Opening Date" means the day that (i) Franchisee receives written authorization from Franchisor and all 
appbcable Governmental Authonhes to commence busmess operations at the Franchised Restaurant, and (ii) 
Franchisee actually begms to offer Authorized Products for sale to the public from the Franchised Restaurant, 
whichever occurs last, which shall be no later than the first anniversary of the Effective Date as set forth on 
Exhibit A

"Owner" means each of the mdividuals listed on Exhibit B and each future direct or mdirect shareholder, 
member, general or limited partner, trustee or other Equity owner of Franchisee If Franchisee is an Entity, 
each Owner and each Owner's spouse shall jomtly and severally guarantee Franchisee's payment and 
performance of its obligations under this Agreement under a Guarantee m the form of Exhibit C

"Payment Network" means Visa, MasterCard and any credit or debit card network issumg credit or debit 
cards and/or their duly authorized entihes, agents or affiliates

"Payment Processors" means all credit card, debit card and/or ACH processors whose services Franchisor 
may require Franchisee to utilize, as well as payment gateway service providers

"Payment Rules" means the operatmg rules and regulations of Payment Processors and any appbcable 
Payment Network, as m effect from time to time

"Person" means any natural person or Entity

"Post-Openmg Additional Initial Traimng Fee" means the $5,000 fee that Franchisee shall pay Franchisor 
for each tramee if Franchisee requests Franchisor to provide its hiitial Trainmg Program for new or 
replacement employees of Franchisee following the Openmg Date of the Franchised Restaurant

"Post-Openmg Additional Traming Program Daily Fee" means the $500 daily fee that Franchisee shall pay 
Franchisor for each of Franclusor's representatives who provides Additional Traming Programs for 
Franchisee

"Pre-Opening Additional Imtial Traming Fee" means the $3,000 fee that Franchisee shall pay Franchisor for 
each additional tramee if Franchisee requests Franchisor to provide its Initial Trammg Program to more than 
two (2) persons selected by Franchisee poor to the Openmg Date of the Franchised Restaurant

"Pnncipal Owner" means the individual designated by Franchisee on Exhibit B and accepted by Franchisor 
to serve as the primary operator of the Franchised Restaurant, to serve as the autlionzed representative of 
Franchisee, who shall have at least a fifty percent (50%) mterest m the Equity of Franchisee, who shall act as 
Franchisee's representative m all matters unth Franchisor as Franchisee's liaison with Franchisor and the
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Owners, and who shall have the authority to act on behalf of Franchisee during the Term without the active 
participation of any other Owner

"Propnetary Products" means food products, beverages, packagmg and other items that are produced or 
manufactured stnctly m accordance with Daphne's Trade Secrets or that Franchisor or its Affiliates otherwise 
designate as proprietary

"Protected Area" means the geographic area designated on Exhibit A

"Recommended Suppliers" means supphers of Non-Propnetary Products who are recommended by 
Franchisee to become Approved Supphers

"Relocation Fee" means the $2,500 fee that Franchisee must pay Franchisor if Franchisee requests Franchisor 
to consent to a relocation of the Franchised Restaurant

"Renewal Fee" means the $5,000 fee that Franchisee must pay Franchisor to extend the Initial Term and each 
Renewal Term

"Renewal Right" means the right held by Franchisee to renew this Agreement for successive Renewal Terms 
upon the expiration of the Inibal Term and prior Renewal Terms

"Renewal Term" means successive penods, each for five (5) years

"Renewal Term Expiration Date" means the tenth anniversary of the commencement date of each Renewal 
Term

"Restncted Person" means Franchisee, and each of its Owners and Affiliates, and the respective officers, 
directors, managers and Affihates of each of them, and the spouse of each of the foregoing who are mdividuals

"Royalty Fee" means the fees that Franchisee shall pay Franchisor each week duruig the Term equal to five 
percent (5%) of the Gross Sales of the Franchised Restaurant durmg the unmediately precedmg week

"Term" the Inihal Term unless this Agreement is extended for one or more Renewal Terms, m which case 
"Term" shall mean both the Initial Term and the Renewal Terms

"Then-Current" means the form of agreement then-currently provided by Franchisor to similarly situated 
prospective Daphne's Franchisees which may contain terms and conditions that are materially different from 
this Agreement, or if not then being so provided, then a form of agreement selected by Franchisor m its 
discretion which previously has been delivered to and executed by a Daplme's Franchisee of Franchisor, or, 
as the context of this Agreement mdicates, the fees then-currently charged by Franchisor or its Affiliates, or 
Franchisor's specifications, standards or the bke

"Transfer Fee" means the $10,000 fee that Franchisee must pay Franchisor as a condition precedent to an 
Assignment of this Agreement
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"Website" means an interactive electronic document contained in a network of computers Imked by 
communication software that refers to the Franchised Restaurant, the Daphne's Marks, Franchisor or Daphne's 
System, and uicludes Internet and World Wide Web home pages

2 GRANT

2 1 Grant Franchisor hereby awards Franchisee, and Franchisee hereby accepts, the right, license and 
obbgation, durmg the Initial Term, to use and display the Daphne's Marks and use Daphne's System to 
continually operate one (1) Daphne's Restaurant at, and only at, the Franchised Location, upon the terms and 
subject to the provisions of this Agreement and all anallary documents bmdmg the Parties Franchisee shall 
utilize the Franchised Location only for the operahon of tire Franchised Restaurant Franchisee shall not 
sublicense, sublease, subcontract or enter any management agreement providing for the right to operate the 
Franchised Restaurant or to use Daphne's System granted pursuant to this Agreement

2 2 Protected Area Except as provided in Section 2 3. during the Initial Term, and provided that 
Franchisee is not m Default under this Agreement or any other agreement between Franchisor or its Affiliates 
and Franchisee, Franchisor shall not own, operate, sell or issue a franchise for any other Daphne's Restaurant 
withm the Protected Area Franchisee shall not receive an exclusive territory The hcense granted to Franchisee 
under this Agreement is nonexclusive, and except as provided m this Section 2 2 and on Exhibit A. Franchisee 
shall have no terntorial or protective rights

2 3 Rights Reserved bv Franchisor Franchisor and its Affiliates expressly reserve all other rights with 
respect to Daphne's System, the Daphne's Marks and Daphne's Restaurants, including the exclusive right, in 
their discretion, directly or mdirectly, without paymg Franchisee any compensation or granting Franchisee 
any rights in the same to (i) develop, own and operate, and to grant licenses and franchises to third parties to 
develop, own and operate. Daphne's Restaurants at any location outside of the Protected Area regardless of 
its proximity to the Franchised Restaurant, (u) develop, own and operate, and to grant bcenses and franchises 
to third parties to develop, own and operate, any other business, mcluding a beverage and snack or food 
business, other than a Competitive Busmess, under marks and systems different from the Daphne's Marks 
and Daphne's System at any location withm or outside of the Protected Area regardless of its proximity to the 
Franchised Restaurant, (ui) sell or distribute, at retail or wholesale, directly or mdirectly, and license others to 
sell or distnbute. Branded Products and Proprietary Products from any location withm or outside of the 
Protected Area regardless of proximity to the Franchised Restaurant, through the Internet, mail order catalogs, 
direct mail advertismg and through other distribution methods, (iv) market on the Internet and use the 
Daphne's Marks on the Internet, mcludmg all use of websites, domam names, URLs, directory addresses, 
email addresses, metatags, Imkmg, advertismg, co-brandmg and other arrangements, and in all other forms 
of electronic media, (v) aequiro,-ewn-and-eporato and-to grant licenses and fianchisos to-third parties to 
develop,-own and-epciate, othoi r-estauranfsoi food ser\'icebu5inc5ses-at any-loeation-withm-ef-outside-ef-the 
Protected Area regardless-oftheir-proximity to the Franchised Restaurant, (vt) develop, own or operate and to 
grant licenses or franchises to third parhes to develop, own or operate Daphne's Restaurants at Non- 
Traditional Venues withm and outside of the Protected Area regardless of their proximity to the Franchised 
Restaurant, (vii) acquire the assets or owmership mterests of one or more businesses providmg products and 
services similar to those provided at Daphne's Restaurants and to franchise, license or create similar 
arrangements with respect to these busmesses once acquired, wherever these businesses (or the franchisees or 
licensees of these busmesses) are located or operatmg, (vm) be acquired (whether through acquisition of assets, 
ownership mterests or otherwise, regardless of the form of transaction), by any busmess providmg products 
and services similar to those provided at Daphne's Restaurants, or by another busmess, even if such busmess
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operates, franchises and/or licenses Competitive Businesses, and («ym) engage in all other activities that this 
Agreement does not expressly prohibit

INITIAL AND RENEWAL TERMS

3 1 Initial Term The Inihal Term shall commence on the Effecbve Date and shall expire on the Expiration 
Date If Franchisee does not elect to renew the Initial Term under Sechon 3 2. this Agreement shall expne on 
the Expiration Date

3 2 Renewal Right Upon the expirahon of the Initial Term, Franchisee shall have the nght (the "Renewal 
Right") to enter into a new franchise agreement in the Then-Current form then generally bemg offered to 
prospective Daphne's Franchisees (a "Renewal Franchise Agreement") for successive Renewal Terms If 
Franchisee desires to exercise the Renewal Right for a Renewal Term, Franchisee shall, no later than twelve 
(12) months prior to the Expiration Date or Renewal Term Expiration Date, as the case may be, notify 
Franchisor m wntmg (the "Renewal Notice") that Franchisee desires to extend the Initial Term or Renewal 
Term for the duration of the Renewal Term or the next successive Renewal Term, as the case may be If 
Franchisee exercises a Renewal Right, this Agreement shall terminate on the next Renewal Term Expiration 
Date This Agreement is not otherwise renewable

3 3 Conditions to Renewal Franchisee may exercise its Renewal Right only if all of the foUowmg 
conditions precedent are satisfied prior to tlie Expiration Date or Renewal Term Expiration Date, as the case 
may be (i) Franchisee shall fully perform all of its obbgations under this Agreement, any Area Development 
Agreement and all other agreements binding the Parties, and shall be m Good Standmg on the date of the 
Renewal Notice, on the date of Franchisor's execuhon of the Renewal Franchise Agreement and on the 
Expiration Date or the Renewal Term Expiration Date, as the case may be, (ii) Franchisee shall, prior to the 
commencement date of the Renewal Term, undertake and complete at its expense, the remodeling, renovation, 
modernization, and refurbishing of the Franchised Location and the Franchised Restaurant to comply with 
Franchisor's Then-Current specifications and standards for new Daphne's Restaurants, (iii) Franchisee shall 
not commit three (3) or more material Defaults during any eighteen (18) month penod during Then-expinng 
Initial Term or Renewal Term, as the case may be, which are subject to nohces of Default issued by Franchisor, 
whether or not the Defaults were cured, (iv) Franchisee shall contmue to comply with the terms and conditions 
of this Agreement, (v) Franchisee shall satisfy Franchisor's Then-Current qualifications and trairung 
requirements, (vi) Franchisee shall execute and dehver to Franchisor a General Release, (vii) each Owner and 
each Owner's spouse shall execute and dehver to Franchisor a personal guarantee, in a form then satisfactory 
to Franchisor, jomtly and severally guaranteeing Franchisee's performance of its obbgahons under the 
Renewal Franchise Agreement, (viii) Franchisee shall pay Franchisor a Renewal Fee when Franchisee issues 
the Renewal Nohce to Franchisor, and (ix) Franchisee shall execute the Renewal Franchise Agreement and 
dehver it to Franchisor

3 4 Renewal Procedures Followmg the expirahon of any waitmg penods required by Appbcable Law 
and no more than thirty (30) days after Franchisee receives a franchise disclosure document, if appbcable, and 
the execution copies of the Renewal Franchise Agreement, Franchisee shall execute the copies of the Renewal 
Franchise Agreement and return them to Franchisor If Franchisee has exercised a Renewal Right m accordance 
with Sechon 3 2 and sahshed all of the condihons m Section 3 3 and in this Section 3 4. Franchisor shaU execute 
the Renewal Franchise Agreement If Franchisee fails to perform any of the acts, or dehver any of the nohces 
required under this Article 3 m a hmely fashion, the failure to do so shall be deemed an election by Franchisee
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to not exerase the appbcable Renewal Flight and shall automahcally cause the applicable Renewal Right to 
lapse and expire

3 5 Notice Required bv Law If Appbcable Law requiresi Franchisor to give notice to Franchisee pnor to 
the expirabon of the Initial Term or a Renewal Term, as the case may be, this Agreement shall remam m effect 
on a week-to-week basis unhl Franchisor has given the notice required by Appbcable Law If Franchisor is not 
offermg new franchises, is m the process of revising, amendmg or renewmg its form of franchise agreement 
or franchise disclosure document, or is not lawfuUy able to offer Franchisee its Then-Current form of franchise 
agreement, at the time Franchisee debvers a Renewal Nohce, Franchisor may, in its discretion, either (i) offer 
to renew this Agreement upon the same terms set forth m this Agreement for a renewal term determined m 
accordance with Section 3 2. or (u) offer to extend the Term on a week-to-week basis followmg the expiration 
of the Term for as long as it deems necessary or appropnate so tliat it may lawfully offer its Then-Current form 
of franchise agreement

3 6 Month-to-Month Agreement If Franchisee does not sign Franchisor's Then-Current Franchise 
Agreement prior to the Expiration Date and Franchisee contmues to accept the benefits of this Agreement after 
it expires, then at Franchisor's option, this Agreement may be treated either as (i) expired as of the Expiration 
Date with Franchisee then operatmg without a bcense to do so and m violation of Franchisor's rights, or (ii) 
contmued on a month-to-month basis ("Month-to-Month Agreement") until one party provides the other 
with written notice of such party's intent to terminate the Month-to-Month Agreement, m which case the 
Month-to-Month Agreement will terminate thirty (30) days after receipt of the notice to terminate the Month- 
to-Month Agreement, or such longer notice penod as is required by Appbcable Law In the latter case, all of 
Franchisee's obbgations shall remam m full force and effect durmg the Month-to-Month Agreement as if this 
Agreement had not expired, and all obbgations and restnchons imposed on Franchisee upon expiration of this 
Agreement shall be deemed to take effect upon termmation of the Month-to-Month Agreement

4 FEES AND PAYMENTS

4 1 Initial Franchise Fee On the Effective Date, Franchisee shall pay Franchisor the Initial Franchise Fee 
m the manner provided m Section 4 6 The Initial Franchise Fee shaU be non-refundable, in whole or m part, 
once paid

4 2 Royalty Fees Franchisee shall pay Franchisor a weekly Royalty Fee m the manner provided in Section 
46 without deduction, abatement or offset The Royalty Fee shall be paid on Wednesday of each calendar 
week on the Gross Sales of the Franchised Restaurant durmg the precedmg calendar week Each payment shaU 
be accompanied by a statement of Gross Sales for the precedmg calendar week, certified as complete and 
accurate by the Prmcipal Owner

4 2] If Franchisee shall fail to supply Franchisor with the sales data^specified by Franchisor m the 
form and at the tunes required by Franchisor, whether specified m this Agreement, the Manuals, or m other 
directives of Franchisor issued from tune to tune, required for Franchisor to calculate the Royalty Fee due and 
payable by Franchisee to Franchisor for any period(s), then Franchisor shall have the nght to estunate and bill 
Franchisee Royalty Fees for the missmg penod(s) based upon Franchisee's Gross Sales at the Franchised 
Restaurant durmg the identical period(s) of the immediately precedmg year plus an additional ten percent 
(10%) of such amount or, if the Franchised Restaurant was not m operation durmg the identical period(s) of 
the immediately precedmg year, based upon Franchisee's average Gross Sales durmg the number of months
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the Franchised Restaurant was in operation during the immediately precedmg year plus an additional ten 
percent (10%) of such amount

4 22 If Franchisee believes that Franchisor's estunate of Franchisee's Royalty Fee exceeds 
Franchisee's actual Royalty Fee for any period. Franchisee shall have the right to contest Franchisor's estimate 
withm thirty (30) days after Franchisor notifies Franchisee of the amount due and shall pay Franchisor an 
administrative reconciliation fee of $250 each time Franchisee requests such a reconciliation of estimated and 
actual fees If Franchisee does not contest the amount of Franchisor's estimate of Franchisee's Royalty Fee 
withm the thirty (30) day penod. Franchisee waives the nght to contest the estimate and Franchisor's estimate 
shall be presumed to be correct for all purposes from that date forward Adjustment for any over-payments 
made to Franchisor under these procedures shall be made by Franchisor withm nmety (90) days following 
Franchisor's receipt of all missmg sales data from Franchisee

4 3 Marketmg Fund Fees If Franchisor elects to estabbsh a Marketmg Fund, Franchisee shall pay a 
weekly Marketmg Fund Fee to the Marketmg Fund m the manner provided m Sechon 4 6 without deduction, 
abatement or offset The Marketmg Fund Fee shall be paid on Wednesday of each week on the Gross Sales of 
the Franchised Restaurant durmg the immediately precedmg week Franchisor may, at any time durmg the 
Initial Term, upon nmety (90) days' prior notice to Franchisee, increase the amount of the Marketmg Fund Fee 
to no more than tliree percent (3%) of Gross Sales In addition. Franchisor may, from tune to time, offer 
Franchisee the opportimity to purchase point of sale advertismg matenal, posters, flyers, product displays, 
templates and other promotional materials for the Franchised Restaurant at Franchisor's direct costs for the 
same

4 4 Other Payments Franchisee shall promptly pay Franchisor and its Affiliates, as applicable, when due 
without deduction, abatement or offset (i) all amounts advanced by Franchisor or which Franchisor has paid, 
or for which Franchisor has become obligated to pay on behalf of Franchisee for any reason whatsoever, and 
(ii) all amounts due to Franchisor or its Affibates for Branded Products and Proprietary Products sold to 
Franchisee

4 5 Interest and Charges for Late Payments If Franchisee fails to pay any amount due to Franchisor 
under this Agreement by the date payment is due, or if any electronic payment is unpaid because of 
msufhcient funds or otherwise. Franchisee shall additionally be obligated to pay, as a late charge, the sum of 
$200 Additionally, Franchisee shall pay mterest on the amount outstandmg at the rate of one and one-half 
percent (1 5%) per month (but not to exceed the maxunum legal rate of mterest) unposed from the date 
payment was due until tlie entire sum and late charge are paid in full This Section 4 5 does not constitute an 
agreement by Franchisor to accept any payment after the date payment is due or a commitment by Franchisor 
to extend credit to, or otherwise fmance. Franchisee, and Franchisee's failure to pay all amounts when due 
shall constitute grounds for termmation of this Agreement notwithstandmg this Section 4 5

4 6 Manner of Payment Franchisee shall make all payments due to Franchisor or its Affibates from 
Franchisee's designated prunary busmess operatmg checkmg or savmgs account by electromc funds transfer 
("EFT") or other automatic payment mechanism that Franchisor may designate Further, Franchisee hereby 
authorizes Franchisor to mihate debit entnes and/or credit coUechon entnes to Franchisee's designated 
prunary busmess operatmg checkmg or savmgs account for the payment of Royalty Fees, Marketmg Fund 
Fees, and all other sums that may become due to Franchisor or its Affibates from Franchisee Promptly upon 
Franchisor's request. Franchisee shall execute and debver to Franchisor the EFT payment form attached to this 
Agreement as Exhibit E and all pre-authorized check forms and other instruments or drafts required by
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Franchisor's bank, payable against Franchisee's bank account, to enable Franchisor to draw the Royalty Fees, 
Marketing Fund Fees, and other sums payable under the terms of this Agreement Franchisee shall maintam 
a single bank account for all EFT payments and shall maintam such mmimum balance m this account in the 
amount that Franchisor may reasonably specify from time to time m order to ensure that all payments due to 
Franchisor and its Afhbates can be paid m full when drawn from the account Franchisee shall not alter or 
close this account except with Franchisor's prior wntten approval Any failure by Franchisee to implement an 
EFT system m strict accordance with Franchisor's mstructions shall constitute a material Default of this 
Agreement All payments by Franchisee shall be made m US Dollars free and clear of any tax, deduction, offset 
or withholdmg of any kmd Franchisee shall register for and collect and report sales tax m compbance with all 
Appbcable Laws All taxes and penalties presently or in the future levied on the payments due to Franchisor 
under this Agreement shall be fully borne by Franchisee

4 7 Application of Funds If Franchisee shall be debnquent in the payment of any obbgahon to Franchisor 
under this Agreement, or under any other agreement with Franchisor, Franchisor shall have the absolute right 
to apply any payments received from Franchisee to any obbgation owed, whether under this Agreement or 
otheiwise, notwithstancbng any contrary designation by Franchisee as to appbcation

4 8 Secuntv Interest Franchisee hereby grants Franchisor and its Affibates a security mterest m and to 
all leasehold improvements, fixtures, furnishings and equipment, inventory, suppbes and vehicles located at 
or used m connection with the Franchised Restaurant, now or hereafter acquired by Franchisee, together will 
all accounts, payment intangibles, attachments, accessones, additions, substituhons and replacements, all cash 
and non-cash proceeds denved from insurance or the disposition of the assets, all nghts of Franchisee to use 
the Daphne's Marks, trade names, trade styles, patents, copynghts and their registrations, trade secret 
informahon and other propnetary rights, and all nghts granted, owned or bcensed to Franchisee under this 
Agreement for the use of the Daphne's Marks, trade names, trade styles, patents, copyrights, trade secret 
mformation and other proprietary nghts, to secure payment and performance of all debts, babibties and 
obbgations of any land, whenever and however incurred, from Franchisee to Franchisor Franchisee hereby 
authorizes Franchisor and its Affibates to prepare and hie all Uniform Commercial Code (and comparable) 
hnancing statements and other documents necessary or desirable to evidence, perfect and contmue the pnority 
of this security mterest under the Uniform Commercial Code wherever appbcable If Franchisee is m Good 
Standmg under this Agreement and all other agreements between Franchisee and Franchisor or its Afhbates, 
then Franchisor and its Afhbates shall, upon request of Franchisee, execute a written subordmation of its 
security interest to lenders providmg eqmpment or other fmancmg for the Franchised Restaurant If Franchisee 
IS m Default of any of the terms and condihons of this Agreement, Franchisor and its Afhbates may, m their 
discrehon, exercise their rights with respect to their secunty mterests In that event. Franchisee shaU remam 
bable for any dehciency remammg due to Franchisor and its Afhbates and shall be enhtled to recover any 
surplus which results after the appbcation of the proceeds derived from the enforcement of the secunty 
mterest

4 9 Gross-Up Fees To ensure that Franchisor receives the full amount of its Royalty Fees and Marketmg 
Fimd Fees to which Franchisor may be entitled, as their amount may vary from time to tune. Franchisee shall 
pay Franchisor, upon demand, whether m arrears, m advance, m a lump sum or m the same maimer as Royalty 
Fees and Marketmg Fund Fees are paid to Franchisor, the amount of all taxes paid by Franchisor to any 
Governmental Authonty on revenue earned or collected by Franchisor based upon Franchisee's use of 
Franchisor's mtellectual property or other mtangibles or based upon the existence of this Agreement, withm 
the Governmental Authority's domam durmg each of Franchisor's fiscal years throughout the entire Term 
Further;-if state-oi-local-Iaw-m the state-m whieh-tho Franchiocd-Rcstaiiiant is located prohibits or restricts in
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cmy wo-y Fianchiscc's ability to pay axi FianetHSor's ability toeeHect Royalty Fees or othof-cHnounts-ckic to 
Franchisor-based on lovonue derived from the sale of^akoholic be\'eragos-a-t the Restaurant/ Franchtsor shall 
lesot tho aftreunt of the Royalty Fees oi other sums payable to Franehisor-nndoi this Agiocmcnt and-rcdcfino 
Cross Salcs-to exclude the payment of Royalty Foes on lovonuc-'
to an amount that wll havc-tj^ie-same-basiceconomic-result for both Franchisor and Franchisee

FRANCHISED LOCATION. CONSTRUCTION AND OPENING FOR BUSINESS

5 1 Franchised Locafaon The Franchised Restaurant shall be located at the Franchised Location If the 
address of the Franchised Location has not been inserted in the blank space on Exhibit A on the Effective Date, 
Franchisee shall, within ninety (90) days after the Effective Date, locate one or more proposed sites that meet 
Franchisor's Then-Current standards and specifications Franchisor shall provide Franchisee with Franchisor's 
site criteria followmg the parhes' execuhon of this Agreement Franchisee shall submit to Franchisor all 
demographic and other mformation regarding a proposed site and its neighboring areas that Franchisor shall 
require Franchisor shall accept or reject a proposed site for the Franchised Restaurant within thirty (30) days 
after Franchisee provides Franchisor all supplemental mformation that Franchisor requires to evaluate the site 
Followmg Franchisor's approval of a site. Franchisee shall promptly negotiate a Lease for the site and shall 
submit a copy of the proposed Lease to Franchisor to allow Franchisor at least fifteen (15) days to confirm that 
the provisions set forth m Section 5 2 have been included in the proposed Lease and/or that the Landlord and 
Franchisee have executed an Option to Obtain Lease Assignment in the form specified by Franchisor 
Franchisee shall not enter into any Lease for a site unless and until Franchisor has approved the site and the 
Lease m writing Following Franchisee's execution of the Lease for the Franchised Location, the Parties shall 
complete and execute an addendum to Exhibit A to identify the Franchised Locahon Franchisee shall obtain 
a fully executed Lease for the site no later than one hundred eighty (180) days after the Effective Date 
Franchisor may voluntanly, and without obbgation, assist Franchisee in selecting an acceptable site for the 
Franchised Locahon Neither Franchisor's assistance, if any, its acceptance of a proposed site, nor its 
acceptance of a proposed Lease shall be construed to ensure or guarantee the prohtable or successful operation 
of the Franchised Restaurant at tlie site selected by Franchisee and Franchisor hereby expressly disclaims any 
responsibility for such profit or success Franchisee acknowledges and agrees that it has sole responsibility for 
finding the Franchised Location

5 2 Lease for Franchised Location Franchisee shall not create any obligahons on Franchisor's behalf or 
grant the Landlord any rights against Franchisor, or agree to any term, condition or covenant m the Lease 
which are mconsistent with any provision of this Agreement Franchisee shall debver a fully executed copy of 
the Lease to Franchisor promptly followmg its execuhon, m the form and on the terms previously accepted by 
Franchisor, without further request by Franchisor The Lease shall provide, unless Franchisor otherwise 
consents m wntmg prior to the execuhon of the Lease, that (i) the Lease may not be amended, assigned or 
sublet without Franchisor's prior written consent, (ii) Franchisor shall have the right (but not the obbgation) 
to succeed to Franchisee's rights under the Lease if Franchisee fails to exercise any option to renew, and or 
extend the term of the Lease, (iii) upon Franchisee's Default under the Lease, the Landlord shall nohfy 
Franchisor m wntmg at least fifteen (15) days prior to the termination or non-renewal of the Lease, (iv) 
Franchisor shall have an option to assume the Lease upon the termmation or expiration of the Lease for any 
reason by givmg written notice of the election to Franchisee and the Landlord, (v) Franchisee shall have the 
unrestricted right, without the Landlord's consent, to assign or sublet the Franchised Location to Franchisor, 
or any Daphne's Franchisee or licensee approved by Franchisor, and (vi) Franchisor shall have the right to 
enter the Franchised Location to remove all of the Daphne's Marks from the Franchised Location,and modify 
the decor of the Franchised Location so that it no longer resembles, m whole or m part, a Franchised Restaurant
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if Franchisee fails to do so In lieu of including these provisions in the Lease, Franchisor, Franchisee and the 
Landlord shall execute an Option to Obtain Lease Assignment m the form specified by Franchisor at the tune 
the Lease is executed by Franchisee and the Landlord If Franchisor elects to succeed to Franchisee’s rights 
under the Lease, Franchisee shall assign to Franchisor all of its right, title and interest ui and to the Lease and 
take all further action that Franchisor, m its sole and absolute discretion, may deem necessary or advisable to 
effect the assignment within ten (10) days after wntten demand by Franchisor to do so

5 3 Construction Franchisor shall make available, at no charge to Franchisee, Franchisor's specifications 
for the decor and layout of a prototype Franchised Restaurant and the required fixtures, equipment, 
fumishmgs, decor, trade dress and signs Franchisee shall be responsible for the costs of preparmg 
architectural, engineenng and construction drawmgs and site and space layout and exterior signage plans for 
the Franchised Restaurant Franchisee shall, at its own expense, adapt the specifications for the prototype 
Franchised Restaurant to conform to the charactenstics of the Franchised Location and shall submit the final 
plans to Franchisor within forty-five (45) days after Franchisee obtains possession of the Franchised Location 
Franchisor shall review and accept or reject the plans within fifteen (15) days after receiving them from 
Franchisee Before commencmg any renovahon or construction. Franchisee shall employ a bcensed architect 
and engmeer approved by Franchisor to prepare prehmmary and final architectural and engineermg drawmgs 
and specifications for the Franchised Restaurant m accordance with Franchisor's standard architectural plans 
and specifications for a prototype Franchised Restaurant Franchisee shall, at its own expense, obtam all zonmg 
classifications, Lcenses, permits, and clearances for construction Franchisee's failure to locate an acceptable 
site, enter a Lease and Open the Franchised Restaurant within the apphcable time penods provided for m this 
Article 5 shall be deemed to be matenal Default under this Agreement Franchisee shall notify Franchisor of 
the anticipated construction completion date and, withm a reasonable time after construction is completed. 
Franchisor shall have the right, but not the obligabon, to conduct a fmal mspection of the Franchised 
Restaurant

5 4 Open for Business The Franchised Restaurant shall Open for Business no later than the first 
anniversary of the Effective Date, unless fi) Franchisor extends the date for the required Openmg Date of the 
Franchised Restaurant m writing Franchisor shall not unreasonably or without cause withhold its consent to 
Franchisee s request for additional time to Open the Franchised Restaurant,- (iil the occurrence of an event of 
Force Majeure delays tlie Opening Date, in which case tlie Opening Date shall be extended by the number of 
days equal to tlie number of days that the Force Majeure exists, not to exceed ninety ('901 days from the first 
anniveisary of the Effective Date, or (ml the Opening Date is otlieruase set forth pursuant to an applicable 
Development Agieement with Frandiisor To protect Daphne's System, the Daphne's Marks, Daphne's Trade 
Secrets and the goodwill associated with them. Franchisee shall not Open the Franchised Restaurant or offer 
Authorized Products to the public without the express wntten authorization of Franchisor, which 
authorizabon may be conditioned upon Franchisee's stnct compliance with the specifications of the approved 
fmal plans and Daphne's System standards, the completion of the Initial Traming Program by the Prmcipal 
Owner and the General Manager, and Franchisees comphance with staffing and other requirements 
Franchisee shall Open the Franchised Restaurant for business following receipt of a temporary or permanent 
certificate of occupancy and no more than ten (10) days after receipt of Franchisors wntten authorization to 
Open Followmg the Opening Date, the Parties shall complete and execute an addendum to Exhibit A to 
designate the Openmg Date

5 5 Relocation of Franchised Restaurant To protect Daphne's System, the Daphne's Marks, Daphne's 
Trade Secrets, and the goodwill associated witli them. Franchisee may not relocate the Franchised Restaurant 
without Franchisor's pnor written consent Franchisee shall pay Franchisor a Relocation Fee when Franchisee
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requests Franchisor's consent to a relocation of the Franchised Restaurant Franchisee shall submit to 
Franchisor in wnting the materials Franchisor requires to consider Franchisee's request, mcludmg mformation 
concerning the proposed new location Franchisor’s consent, which shall not be unreasonably withheld, is 
conditioned on one or more of the followmg cu-cumstances (i) the population or demographics in the 
Protected Area have changed substantially smce the Opening Date of the Franchised Location, (u) the 
Franchised Restaurant has suffered irreparable damage or destruction and cannot be repaired within sixty (60) 
days, or (ui) any other condition leadmg Franchisee and Franchisor to believe that continued operation of the 
Franchised Restaurant at the Franchised Location will not be profitable If Franchisor consents to a relocation, 
Franchisee shall de-identify the former Franchised Locahon m the manner described in Section 171 and shall 
reimburse and indemnify and hold Franchisor harmless from any direct and mdirect losses, costs and 
expenses, mcludmg attorneys' fees, arismg out of Franchisee's failure to do so If Franchisor consents to a 
relocation of the Franchised Restaurant durmg the Term, Franchisee shall have twelve (12) months from the 
date of Franchisor's approval of the new Franchised Location to secure the new Franchised Location and to 
Open and operate the Franchised Restaurant at the new Franchised Location Once Franchisee has idenhfied 
the new Franchised Location, Franchisor has approved it, and the Lease has been submitted to Franchisor to 
allow Franchisor at least fifteen (15) days to confirm that the provisions set forth m Section 5 2 have been 
mcluded m the proposed Lease and/or that the Landlord and Franchisee have executed an Option to Obtam 
Lease Assignment m the form specified by Franchisor, Franchisor will prepare an addendum to Exhibit A to 
designate the Franchised Location and will provide the addendum to Franchisee If Franchisee fails to secure 
the new Franchised Location withm twelve (12) months of the date of Franchisor's approval of the new 
Franchised Location, Franchisor, m its discrehon, may extend the time for Franchisee to do so, however. 
Franchisor shall then have the right to estimate and bill Franchisee for Royalty Fees for the time period 
followmg the expiration of the twelve (12) month period (a "Relocation Assessment") based upon the Royalty 
Fees received for the Franchised Restaurant durmg the identical periods of the last precedmg calendar year 
plus an additional ten percent (10%) of such amount or, if the Franchised Restaurant was not m operation 
durmg the identical penod of the last precedmg year, a Relocation Assessment based upon the average Royalty 
Fees paid durmg the number of months the origmal Franchised Restaurant was m operation plus an additional 
ten percent (10%) of that amount

OBLIGATIONS OF FRANCHISOR

6 1 Pre-Openmg Inihal Trammg Program Prior to the Openmg Date of the Franchised Restaurant, 
Franchisor shall provide an Initial Trammg Program in Daphne's System and methods of operation (the 
"Imbal Trammg Program") at Franchisor's trammg facihties m Franchisor's corporate office or company 
owned Daphne's Restaurants currently located in Southern Cabfomia, for up to two (2) supervisorial or 
managerial personnel of Franchisee selected by Franchisee who must include the Prmcipal Owner and General 
Manager, at no charge to Franchisee Franchisee shaU pay Franchisor its Then-Current Pre-Openmg Additional 
Initial Trammg Fee for each additional tramee The Initial Trammg Program will consist of approximately hve 
(5) to SIX (6) weeks of trammg prior to the Opening Date of the Franchised Restaurant and must be completed 
before the Franchised Restaurant Opens for busmess The Initial Trammg Program shall not be provided by 
Franchisor if (i) Franchisee or any Affiliate of Franchisee owns or operates a Daphne’s Restaurant as of the 
Effective Date, or (ii) this Agreement is executed as a Renewal Franchise Agreement Franchisor shall 
determine the contents and manner of conductmg the Initial Trammg Program m its discretion, however, the 
Initial Trammg Program will be structured to provide practical trammg in the implementation and operation 
of a Daphne's Restaurant and may include such topics as food and beverage preparahon, portion control, 
cookmg procedures, packagmg procedures. Daphne's System standards, marketmg and customer service 
techniques, reports and equipment mamtenance
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6 2 Post-Opening Addihonal Inifaal Training Programs Following the Opening Date of the Frandnsed 
Restaurant, Franchisor may, at Franchisee's request and at Franchisor's discretion, provide additional Initial 
Training Programs ("Post-Openmg Additional Initial Training Programs") for new or replacement 
supervisonal or managerial personnel of Franchisee Franchisee shall pay Franchisor its Then-Current Post- 
Opening Additional Initial Training Fee for each of trainee that receives the Post-Openmg Initial Trammg 
Programs to defray Franchisor's direct costs to provide the Post-Openmg Initial Trammg Programs In 
addihon. Franchisee shall pay all transportation costs, food, lodging and similar expenses mcurred m 
connection with attendance at the Post-Openmg Initial Trammg Programs

6 3 Post-Openmg Addihonal Trammg Programs In addihon, followmg the Openmg Date of the 
Franchised Restaurant, Franchisor may, at Franchisor's discretion, from time to time durmg the Term (i) 
require the Prmcipal Owner and each General Manager and/or otlier supervisonal or managerial personnel of 
Franchisee to attend, or (u) make available to the Prmcipal Owner and each General Manager and/or other 
supervisorial or managerial personnel of Franchisee, additional and remedial trammg programs ("Additional 
Trammg Programs") Franchisee shall pay Franchisor its Then-Current Post-Openmg Additional Trammg 
Program Daily Fee for each of Franchisor's representatives who provides Additional Trammg Programs to 
defray Franchisor's direct costs to provide the Additional Trammg Programs In addition. Franchisee shall pay 
all transportahon costs, food, lodgmg and similar expenses mcurred m cormechon with attendance at ,the 
Additional Trammg Programs

6 4 Post-Openmg On-Site Openmg Assistance For Franchisee's first Franchised Restaurant, Franchisor 
will provide on-site trammg and assistance for ten (10) days before and ten (10) days after Franchisee's 
Franchised Restaurant Opens to the public On-site openmg assistance shall not be provided by Franchisor if 
(i) Franchisee or any Affibate of Franchisee owns or operates a Daphne's Restaurant as of the Effective Date, 
or (ii) this Agreement is executed as a Renewal Franchise Agreement Franchisor shall select the 
representahves who will provide the on-site trammg and the length of time that on-site trammg will be 
provided

6 5 Manuals Franchisor wiU loan one copy or provide Franchisee with access to its current Manuals 
durmg the Term which may include audio, video, compact disks, computer software, other electronic media 
and/or written materials At Franchisor's option. Franchisor may post some or all of the Manuals on a restricted 
Website, intranet, or extranet to which Franchisee will have on-lme access The Manuals may change from 
time to tune durmg the Term The Manuals are, and at all times shall remam Franchisor's sole property and 
shall promptly be returned to Franchisor upon expiration, termmation or an Assignment of this Agreement 
The Manuals contain both mandatory and recommended specifications, standards, procedures, rules and 
other mformation pertment to Daphne's System and Franchisee's obligahons under this Agreement The 
Manuals, as modified by Franchisor from time to time, are an mtegral part of this Agreement and all provisions 
now or hereafter contamed m the Manuals or otherwise communicated to Franchisee m writmg are expressly 
incorporated mto this Agreement by this reference and made a part of this Agreement Franchisor reserves the 
right to modify the Manuals from time to tune to reflect changes that it may implement ui the mandatory and 
recommended specificahons, standards and operating procedures of Daphne's System

6 6 Post-Opening Consultation Following the Operung Date of the Franchised Restaurant, Franchisor 
may provide regular consultation and advice to Franchisee m response to Franchisee's inquiries about speafic 
admmistrative and operating issues that Franchisee brmgs to Franchisor's attention mcluduig, without 
limitation, mandatory and recommended specifications, standards and operating procedures of Daphne's
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System Franchisor's consultation and advice may be provided by telephone, in writing, electronically, in 
person, or by other means Franchisee acknowledges and agrees that the results of Franchisee's efforts to 
operate a Daphne's Restaurant rest solely with Franchisee Franchisor may make recommendations that it 
deems appropnate to assist Franchisee's efforts However, Franchisee alone shall establish all requirements, 
consistent with the policies of Franchisor, regarding- (i) employment pohcies, hirmg, firing, trainmg, wage and 
hour requirements, record keepmg, supervision, and discipline of employees, (u) the individuals to whom 
Franchisee will offer and sell its products and services, and (iii) the suppliers from whom Franchisee obtains 
any products or services used m or at the Franchised Restaurant for which Franchisor has not established 
Approved Suppliers

6 7 Post-Opening Inspections To protect Dapl-me's System, the Daphne's Marks, Daphne's Trade Secrets 
and the goodwill associated with them, following the Openmg Date of the Franchised Restaurant, Franchisor's 
authorized representatives shall have the right, but not the obligation, from time to time, to enter the 
Franchised Restaurant durmg business hours, to examine the Franchised Restaurant, to confer with 
Franchisee's supervisorial and managerial personnel, inspect and check operations, food, beverages, 
furnishings, interior and exterior decor, supplies, fixtures and equipment, and determine whether the 
Franchised Restaurant is being operated in accordance with this Agreement, Daphne's System and the 
Manuals Franchisor shall use reasonable efforts to avoid materially disrupting the operation of the Franchised 
Restaurant during an inspection

6 8 Assignment Upon the occurrence of an Assignment, the Proposed Buyer must be trained by 
Franchisor as a condition to the grantmg of Franchisor's consent to the Assignment All costs for this trammg 
shall be mcluded m the administrative/transfer fee payable by Franchisee m accordance with Sechon 14 7 The 
Franchised Restaurant shall not be transferred. Opened, or re-Opened by the Proposed Buyer until Franchisor 
accepts the Proposed Buyer m wnting as certified to operate the Franchised Restaurant and Franchisor has 
otherwise consented to the Assignment in accordance with this Agreement

6 9 Toll Free Telephone Number Franchisor has the right, but not the obligation, to estabhsh and 
maintam a toll free telephone number for the purpose of accepting and confirming customer orders 
nationwide, customer service, and customer follow-up and satisfaction surveys If Franchisor establishes a 
toll free number. Franchisee shall comply with Franchisor's procedures for implementmg the nationwide 
service as Franchisor specifies m the Manuals or otherwise m writmg

7 OBLIGATIONS OF FRANCHISEE

To protect Daphne's System, the Daphne's Marks, Daphne's Trade Secrets and the goodwill associated with 
them

7 1 Daphne's System Franchisee shall operate the Franchised Restaurant m compliance with the terms 
of this Agreement and the Manuals Franchisee acknowledges and agrees that Franchisee alone shall exercise 
day-to-day control over all operations, activities and elements of the Franchised Restaurant, mcluding over 
Franchisee's employees, and that under no circumstance shall Franchisor do so or be deemed to do so 
Franchisee further acknowledges and agrees that the various requirements, restrictions, prohibitions, 
specifications and procedures of Daphne's System with which Franchisee must comply under this Agreement, 
the Manuals or otherwise, do not directly or indirectly constitute, suggest, mfer or imply that Franchisor 
controls any aspect or element of the day-to-day operations of the Franchised Restaurant, which Franchisee 
alone controls, but only constitute standards to which Franchisee must adhere when exercismg Franchisee's
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control over the day-to-day operations of the Franchised Restaurant consistaat with the pohcies of Franchisor 
Franchisee shall comply with Franchisor's standards and shall operate the Franchised Restaurant m 
conformity with the methods, standards, and specifications that Franchisor may from time to time prescribe 
m the Manuals or otherwise Franchisee shall comply, at Franchisee's expense, with all modifications 
prescribed by Franchisor and shall implement changes to Daphne's System within the time periods specified 
by Franchisor followmg Franchisee's receipt of notice from Franchisor to do so Franchisee shall refram from 
deviating from the methods, standards, and specifications without Franchisor s prior written consent and from 
otherwise operatmg m any manner which reflects adversely on the Daphne's Marks or Daphne's System Since 
every detail of Daphne's System is essential in order to develop and maintain quality operatmg standards, to 
mcrease the demand for the products and services sold by Daphne's Restaurants under Daphne's System and 
to protect the Daphne's Marks and Franchisor's reputation and goodwill. Franchisor shall have the nght to 
disapprove, as it bebeves necessary, any modification of, or addition to. Daphne's System suggested by 
Franchisee that is reasonably likely to have an adverse material effect on Daphne's System, the Daphne's 
Marks or Franchisor's reputahon or goodwill

7 2 Pre-Openmg Initial Training Program Franchisee's supervisorial and managenal personnel shall 
attend and complete to Franchisor’s satisfaction the Initial Trammg Program Franchisee shall not commence 
operation of the Franchised Restaurant until the butial Trammg Program has been completed Franchisee shall 
pay all travel, livmg, compensation, and other expenses, if any, mcurred by Franchisee for the Prmcipal Owner, 
General Manager and other supervisorial or managenal personnel to attend the Initial Trammg Program 
Franchisee acknowledges and agrees that because of Franchisor's superior skill and knowledge with respect 
to the trammg and skill required to manage a Daphne's Restaurant, Franchisor, m its sole discretion, shall 
determine if Franchisee, the Prmcipal Owner, the General Manager and/or other supervisorial or managerial 
personnel have satisfactorily completed the Initial Trammg Program If the Prmcipal Owner (i) fails to 
complete the Initial Trammg Program withm five (5) months after the Effective Date, (ii) does not complete 
the Initial Trammg Program to Franchisor's satisfaction, (in) does not, durmg the Initial Trammg Program, 
appear to possess the skills necessary to properly fulfdl and discharge the demands and responsibibties 
required by Daphne's System or this Agreement, or (iv) is not acceptable to become a franchisee of Franchisor 
for any reason whatsoever, then, m Franchisor's sole and absolute discretion. Franchisor may termmate this 
Agreement upon five (5) days' written notice to Franchisee and this Agreement shall thereafter be of no further 
force or effect Franchisor shall have the right to retam the Initial Franchise Fee The Parties acknowledge and 
agree that the actual damages to be suffered by Franchisor m this circumstance are difficult, if not impossible, 
to determme, and that, under all the facts and cucumstances, this calculation of Franchisor's potential damages 
and retention of the Initial Franchise Fee by Franchisor, are a reasonable, good-faith estimate of those damages

7 3 Post-Opening On-Site Opening Assistance Franchisee shall notify Franchisor at least thirty (30) days
m advance of the scheduled date (the "Turnover Date" ) that (i) all construction and remodelmg of the 
Franchised Location will be completed, (ii) Franchisee will have all permits necessary to Open the Franchised 
Restaurant, and (in) Daphne's Restaurant is ready for turn-over by the general contractor to Franchisee, to 
allow Franchisor to schedule a date for Franchisor's on-site openmg assistance for Franchisee's first Daphne's 
Restaurant Franchisor will provide Franchisee with a turnover checkbst approximately fourteen (14) days 
before the scheduled Turnover Date and will schedule a conference call v\nth Franchisee approximately eight 
(8) days before the scheduled Turnover Date to confirm the Turnover Date so that Franchisor may book travel 
arrangements for its representatives who will provide the on-site openmg assistance Approximately three (3) 
days before the scheduled Turnover Date, Franchisor will schedule a fmal conference call with Franchisee to 
confirm the Turnover Date and the date on which Franchisor's representatives will arrive at Daphne's 
Restaurant If, after the fmal conference call, the Turnover Date is delayed or accelerated by more than two (2)
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days from the date specihed during the conference call, Franchisee shall reimburse Franchisor for any and all 
costs and expenses mcurred by Franchisor to change the travel arrangements for its representabves who were 
scheduled to provide post-openmg on-site opening assistance

7 4 Post-Openmg Additional Initial Trainmg Programs If, following the Openmg Date of the 
Franchised Restaurant, Franchisee requests Franchisor to provide additional Initial Framing Programs for new 
or replacement supervisorial or managerial personnel and Franchisor agrees to do so. Franchisee shall pay 
Franchisor its Then-Current Post-Opemng Additional Initial Trammg Fee for each tramee that receives the 
Post-Openmg Additional Initial Framing Programs to defray Franchisor's direct costs to provide the Post- 
Opemng Additional ImtialTrammg Programs Franchisee shall pay all transportation costs, food, lodgmg and 
similar costs mcurred by Franchisor and Franchisee m connection with attendance at Post-Openmg Additional 
Inihal Trainmg Programs

7 5 Post-Opening Additional Trammg Programs Followmg the Openmg Date of the Franchised 
Restaurant, Franchisee, the Principal Owner and each General Manager shall attend Additional Trammg 
Programs as required by Franchisor Franchisee shall pay Franchisor its Then-Current Post-Openmg 
Addibonal Trammg Program Daily Fee for each of Franchisor's representatives who provides Additional 
Trammg Programs to defray Franchisor's direct costs to provide the Additional Trammg Programs In 
addihon. Franchisee shall pay all transportation costs, food, lodgmg and similar expenses mcurred m 
cormecbon with attendance at the Additional Trammg Programs

7 6 Manuals Franchisee shall treat all mformation contained m the Manuals as Confidential Information 
and shall use all reasonable efforts to keep the mformation confidential Franchisee shall not, without 
Franchisor's pnor written consent, copy, duplicate, record or otherwise reproduce the Manuals, m whole or 
m part, or otherwise make them available to any Person not required to have access to their contents m order 
to carry out their employment funchons If Franchisee misplaces the Manuals or fails to return the manuals to 
Franchisor upon demand. Franchisee shall pay Franchisor the sum of $500 as a manual replacement fee 
Franchisee shall comply with all mandatory requirements now or hereafter mcluded m the Manuals, and 
acknowledges and agrees that a Default under any mandatory requirement of the Manuals shall constitute a 
Default under this Agreement and grounds for termmation Franchisee shall immediately conform its 
operations to all revisions m mandatory specifications, standards, operating procedures and rules prescribed 
by Franchisor

7 7 Inspections Followmg the Openmg Date of the Franchised Restaurant, if any inspection of the 
Franchised Restaurant by Franchisor indicates any deficiency or unsatisfactory condition at the Franchised 
Restaurant, Franchisor will nohfy Franchisee m wntmg of the deficiencies and Franchisee shall promptly 
correct, remedy or repair such deficiency or unsatisfactory condition In addihon, if any mspection mdicates 
any deficiency or unsatisfactory condition which requires a re-mspection of the Franchised Restaurant withm 
a penod of thirty (30) days. Franchisee shall pay Franchisor, upon demand, the sum of $500 for each re- 
mspection of the Franchised Restaurant and shall, m addition, reimburse Franchisor for its out of pocket 
expenses for the re-mspection, mcludmg for transportation costs, food, lodgmg and similar expenses

7 8 POS System. Computer Hardware and Software and Sound System Franchisee shall purchase, use 
and mamtam a computenzed pomt of sale cash collection system (the "POS System"), a back office computer 
and prmter, mcludmg all related hardware and software, cameras and a DVR, televisions, and a sound system, 
each as specified m the Manuals or otherwise by Franchisor m wntmg for the Franchised Restaurant The POS 
System shall at all times be capable of accessing the Internet for the purpose of implementmg software.
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transmitting and receiving data, and accessmg the Internet for ordering and maintaining the POS System The 
POS System shall be electronically hnked to Franchisor, and Franchisee shall allow Franchisor to poll the POS 
System on a daily or other basis at the times and in the manner established by Franchisor, with or without 
notice, and to retrieve transaction information mcluding sales, menu mix, usage, and other operabons data 
that Franchisor deems appropriate Franchisor may require Franchisee to update, upgrade or replace the POS 
System, including hardware and/or software, from time to time, upon written notice, provided that Franchisee 
shall not be required to replace the POS System any more frequently than once every three (3) years The POS 
System must mclude the required technology to permit Franchisee to accept online orders of menu products 
and services at the Franchised Restaurant and to accept and process Daphne's gift cards sold in other Daphne's 
Restaurants In addition. Franchisee shall purchase, lease or license all computer hardware and software 
designated by Franchisor for the Franchised Restaurant at Franchisee's expense During tlie Term, Franchisee 
shall mamtain and update all computer hardware and software as required by Franchisor

7 9 Product Lme and Service Franchisee shall advertise, sell and serve aU and only Authorized Products 
at or from the Franchised Restaurant AU Authorized Products shall be sold and distributed under the names 
designated by Franchisor and shaU be prepared and served strictly m accordance with Franchisor's methods, 
standards, and specifications Franchisee shaU not remove any Authorized Product from Franchisee's menu 
or offermgs without Franchisor's wntten consent Franchisee shall not sell any Authonzed Products outside 
of the Franchised Restaurant or to any customer for the purpose of resale by the customer, and all sales by 
Franchisee shaU be for retail consumption only Subject to Applicable Law, following the Opening Date of the 
Franchised Restaurant, Franchisor shall have the nght to establish pricmg guidelmes for Authonzed Products 
and, subject to Applicable Law, Franchisee shall comply with, and be bound by, pnces which may be 
recommended, suggested or advertised by Franchisor Authorized Products may vary dependmg upon the 
type of Daphne's Restaurant operated by Franchisee

710 Pnces Subject to Applicable Law, foUowmg the Openmg Date of tlie Franchised Restaurant, 
Franchisor shaU have the right to estabbsh pricmg guidelmes for Authorized Products and, subject to 
Applicable Law, Franchisee shall comply with, and be bound by, prices which may be recommended, 
suggested or advertised by Franchisor Subject to Applicable Law, Franchisee shaU honor the terms of all 
promotional or discount programs that Franchisor may offer to the public for Daphne's Restaurants and shaU 
comply with all pncmg poLcies that Franchisor may specify, mcludmg minimum and maximum pnce pohcies, 
mmimum advertised pnce pohcies and urulateral pnce pohcies Franchisee shall also provide products and 
services designated by Franchisor on terms Franchisor specifies, mcludmg free-of-charge Franchisee shaU 
participate m all gift certificate and/or gift card admmistration programs as may be designated by Franchisor 
from time to time Franchisee shall honor all coupons, gift certificates, gift cards and other programs or 
promotions as directed by Franchisor Franchisee shall fully participate m all guest loyalty or frequent 
customer programs now or m the future adopted or approved by Franchisor Franchisee shall not issue 
coupons or discounts of any type for use at the Franchised Restaurant except as approved by Franchisor m 
writmg, which may be withheld m Franchisor's sole and absolute discretion

711 Oversight and Management The Pnncipal Owner shall be responsible for oversight of the day-to- 
day operations of the Franchised Restaurant and shall devote his full time and best efforts solely to the 
operation of the Franchised Restaurant only m a management capacity and not as a staff member behmd the 
service counter and to no other busmess activities The Franchised Restaurant shaU be under the direct control 
of a General Manager m the absence of the Prmcipal Owner FoUowmg the Openmg Date of the Franchised 
Restaurant, Franchisee shall provide comprehensive mitial trammg programs, additional trainmg programs 
and remedial trammg programs for its supervisorial and managerial personnel and other employees and shall
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ensure that the Franchised Restaurantisat all times under the direct controlof a General Manager fully trained 
by Franchisee and solely dedicated to operahon of the Franchised Restaurant and other employees who have 
been fully framed by Franchisee and solely dedicated to operation of the Franchised Restaurant Each General 
Manager shall have a skill level, trainmg and experience commensurate with the demands of the posihon and 
conform in all respects with Franchisor's high standards for quality products, courteous service, and 
cleanliness of operations In addition. Franchisor may, m its sole discretion, contract with a third party to 
conduct sanitation and food safety audits of the Franchised Restaurant periodically throughout the Term, but 
no less than once per calendar year

712 Menus The approved and authorized menu and menu formats may mclude, m Franchisor's 
discretion, requirements on organization, graphics, product descnptions, illustrations and any other matters 
related to the menu, whether or not similar to those hsted In Franchisor's discretion, the menu and/or menu 
formats may vary depending upon region, market size and other factors which affect the Franchised 
Restaurant Franchisor may change tlie menu and/or menu formats from time to time and authonze tests from 
region to region or within regions Franchisee shall, upon receipt of nohce from Franchisor, add, delete or 
update any Authorized Products to its menu accordmg to the instructions contained in the nohce Franchisee 
shall have a minimum of thirty (30) days and not more than sixty (60) days after receipt of written notice in 
which to fully implement any menu change Franchisee shall cease sellmg previously approved Authorized 
Products withm thirty (30) days after receipt of nohce that the product is no longer approved All menus, 
containers, napkms, bags, cups and other packaging and bke articles used at the Franchised Restaurant shall 
conform to Franchisor's specifications, shall be imprinted with the Daphne's Marks, if and as specified by 
Franchisor, and shall be purchased by Franchisee from an Approved Supplier

7 13 Compliance with Applicable Law Franchisee shall operate the Franchised Restaurant as a clean, 
orderly, legal and respectable place of business in accordance with Franchisor's busmess standards and 
merchandismg policies and shall comply with all Applicable Laws Franchisee shall not cause or allow any 
part of the Franchised Restaurant or the Franchised Location to be used for any immoral or illegal purpose 
Franchisee shall in all dealmgs with its customers, suppliers, and pubhc officials adhere to high standards of 
honesty, mtegnty, fair deahng and ethical conduct and refrain from engaging m any action which will cause 
Franchisor to be in violation of any Apphcable Law If Franchisee shall receive any notice, report, fine, test 
results or the like from any apphcable department of health (or otlier similar Governmental Authority), 
Franchisee shall promptly send a copy of the same to Franchisor

714 Hours Subject to Apphcable Law, the Franchised Restaurant shall be open and operational at least 
twelve (12) hours per day, seven (7) days per week or as otherwise prescribed by Franchisor Franchisee shall 
contmually operate the Franchised Restaurant throughout the Term Franchisee shall diligently and efficiently 
exercise its best efforts to achieve the maximum Gross Sales possible from its Franchised Location, and shall 
remam open for longer hours if additional opening hours are reasonably required to maximize operations and 
sales

715 Signs Franchisee shall maintam approved signs and/or awnings at, on, or near the front of the 
Franchised Restaurant, identifymg the Franchised Location as a Franchised Restaurant, which shall conform 
m all respects to Franchisor's specifications and requirements and the layout and design plan approved for 
the Franchised Location, subject only to restrictions imposed by Apphcable Law

716 Franchisee Employee Policies Franclnsee shall maintain a competent, conscientious, and tramed staff 
and shall take all steps necessary to ensure that its employees preserve good customer relations, render
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competent, prompt, courteous, and knowledgeable service, and meet the mmimum standards that Franchisor 
may estabbsh from time to time m the Manuals or otherwise All employees hired by or workmg for Franchisee 
shall be the employees of Franchisee, and Franchisee alone, and shall not, for any purpose, be deemed to be 
the employees of Franchisor or subject to Franchisor's direct or indirect control, most particularly with respect 
to any mandated or other msurance coverage, tax or contributions, or requirements pertammg to 
withholdings, levied or fixed by any Governmental Authority Franchisee and Franchisor will each file their 
own tax, regulatory and payroll reports, and be responsible for all employee benefits and workers 
compensation insurance payments with respect to their respective employees and operations Franchisee 
acknowledges and agrees that Franchisor will not have the power to hire or fire Franchisee's employees 
Franchisee expressly agrees, and will never contend otherwise, that Franchisor's authority under this 
Agreement to certify Franchisee's supervisonal or managerial personnel for qualification to perform certain 
functions at the Franchised Restaurant does not directly or indirectly vest m Franchisor the power to hire, fire 
or control any of Franchisee's personnel Franchisee alone shall be solely responsible for all hirmg and 
employment deasions and functions relating to the Franchised Restaurant, includmg, without limitahon, 
those related to hinng, firing, traming, estabbshing remuneration, compbance with wage and hour 
requirements, personnel pobcies, benefits, recordkeepmg, supervision and discipline of employees, regardless 
of whether Franchisee has received advice from Franchisor on these subjects or not Franchisee acknowledges 
and agrees that any guidance Franchisee receives from Franchisor regarding employment pobcies should be 
considered as examples, that Franchisee alone is responsible for estabbshing and implementmg its own 
employment pobcies, and that Franchisee understands that Franchisee should do so m consultation with local 
legal counsel experienced m employment law Franchisee shall immediately defend, reimburse and hold 
Franchisor harmless from any direct or mdirect losses, costs and expenses, including attorneys' fees, arising 
out of any claim made by or for the benefit of any employee of Franchisee agamst Franchisor regarding 
employment deasions and employee functions at the Franchised Restaurant, mcluding, without limitation, 
those related to hiring, firing, trainmg, wage and hour requirements, record keeping, supervision, and 
discipline of employees Franchisee shall take all action necessary to ensure that Franchisee's employees 
understand and acknowledge that they are not employees of Franchisor, mcluding, without limitation, 
requirmg Franchisee's employees to sign a written acknowledgement that Franchisee is an mdependently 
owned and operated franchisee and their sole employer m a form specified by Franchisor m the Manuals or 
otherwise in wntmg from time to time Franchisee shall cause all employees, while workmg m the Franchised 
Restaurant, to wear uniforms of the color, design and other specifications that Franchisor may designate from 
time to time and to present a neat and clean appearance If Franchisor removes a type of uniform utilized by 
Franchisee from the bst of approved uniforms. Franchisee shall have thirty (30) days from receipt of written 
notice of removal to discontinue use of its existmg mventory of uniforms and obtam and use the approved 
type of uniform

7 17 Vendmg or Other Machines Except with Franchisor's wntten approval. Franchisee shall not cause 
or permit vendmg, gammg machmes, pay telephones, automatic teller machmes, bitemet kiosks or any other 
mechanical or electrical device to be mstalled or mamtamed at the Franchised Restaurant

718 Co-Branding Franchisee may not engage m any co-brandmg in or m connection with the Franchised 
Restaurant except with Franchisor's prior written consent Franchisor may approve any co-brandmg cham or 
arrangement m its discretion, and only if Franchisor has recognized that co-brandmg cham as an approved co­
brand for operation withm Daphne's Restaurants

719 Customer Complaints and Cooperation Franchisee shall respond promptly to each customer mquiry 
or complamt and resolve all reasonable complamts to the customer's satisfaction At Franchisor's request.
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Franchisee shall use and display in the Franchised Restaurant during all operating hours customer comment 
cards in the manner specified in the Manuals Franchisee shall, from tune to time, purchase from Franchisor 
or an Approved Suppher, and maintam in the Franchised Restaurant, a supply of postage prepaid customer 
comment cards reasonably adequate to meet Franchisee's needs Franchisee shall at all times cooperate with 
Franchisor and other Daphne's Franchisees and shall actively participate m any and all sales, public relahons, 
marketing, cooperative marketmg and purchasing programs or promotional programs which may be 
developed and implemented by Franchisor which call for the cooperation of Franchisee and other Daphne's 
Franchisees Franchisee shall further cooperate in any additional programs which may be established and 
designated by Franchisor from time to tune mcludmg participatmg in coupon programs, the system-wide use 
of gift cards, and other similar programs for the benefit of Daphne's System, and shall comply with 
Franchisor's rules and regulations estabbshed from time to time in connection with this Agreement Franchisee 
shall cooperate with Franchisor in connection with the test marketmg of products and services at the 
Franchised Restaurant and shall comply with Franchisor's rules and regulations estabbshed from tune to tune 
m connection with this Agreement

7 20 Adequate Reserves and Working Capital Franchisee shall, at all tunes, mamtam adequate reserves 
and working capital sufficient for Franchisee to fulfill all of Franchisee's obbgations under this Agreement and 
to cover the risks and contmgencies of the Franchised Restaurant for at least three (3) months

7 21 Re-lmaging of Franchised Restaurant Franchisee shall at its own expense, make the alterations, 
additions, or modifications to the Franchised Restaurant that Franchisor may reasonably require to 
accommodate changes made by Franchisor to Daphne's System, mcludmg, without bmitahon, changes to 
menu items or market positionmg Franchisee shall have nmety (90) days from receipt of notice from 
Franchisor regardmg re-imagmg requirements m which to make the required alterations, additions, or 
modifications to the Franchised Restaurant

7 22 Intranet If Franchisor estabbshes a Daphne's Franchisee Intranet, Franchisee shall have the mere 
privilege to use the bitranet, subject to Franchisee's stnct compliance with the standards and specifications, 
protocols and restrictions that Franchisor may establish from time to time m the Manuals and otherwise 
Franchisee acknowledges and agrees that, as admmistrator of the Intranet, Franchisor may access and view 
any communication posted on the Intranet Franchisee further acknowledges and agrees that the Intranet 
facility and all communications that are posted to it will become Franchisor's property, free of any clauns of 
privacy or privilege that Franchisee or any other Person may assert Upon receipt of notice from Franchisor 
that Franchisor has established an Intranet, Franchisee shall establish and continually mamtam an electronic 
connection with the Intranet as specified m the Manuals that allows Franchisor to send messages to and receive 
messages from Franchisee If Franchisee shall Default under this Agreement or any other agreement with 
Franchisor, Franchisor may, m addition to, and without limitmg any other rights and remedies available to 
Franchisor, disable or termmate Franchisee's access to the Intranet without Franchisor havmg any babibty to 
Franchisee

7 23 Improvements If Franchisee develops any new concept, process or improvement in Daphne's System 
(an "Improvement"), Franchisee shall promptly notify Franchisor and provide Franchisor with all necessary 
related mformation, without compensation Any Improvements shall become the sole property of Franchisor 
and Franchisor shall be the sole owner of all related mtellectual property nghts Franchisee hereby assigns to 
Franchisor any rights Franchisee may have or acquire m the Improvements, mcludmg the right to modify the 
Improvements, and Franchisee waives and/or releases all rights of restramt and moral rights m and to the 
Improvements Franchisee shall assist Franchisor in obtammg and enforcmg the mtellectual property nghts to
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any Improvement m any and all countries and further agrees to execute and provide Frandnisor with all 
necessary documentation for obtaining and enforcmg those rights Franchisee hereby irrevocably designates 
and appoints Franchisor as Franchisee's agent and attomey-m-fact to execute and file any the documentation 
and to do all other lawful acts to further the prosecution and issuance of intellectual property rights related to 
any Improvement If the foregomg provisions of this Section 7 24 are found to be invalid or otherwise 
unenforceable, Franchisee hereby grants Franchisor a worldvnde, perpetual non-exclusive, fully-paid bcense 
to use and subbcense the use of the Improvements to the extent the use or subbcense would, absent this 
Agreement, directly or indirectly mfringe upon Franchisee's rights in the Improvements

7 24 Refurbishment of Franchised Restaurant At Franchisor’s request, but not more often than once every 
five (5) years unless sooner requu-ed by the Lease, Franchisee shall refurbish the Franchised Restaurant, at its 
own expense, to conform to the buildmg design, trade dress, color schemes, and presentation of the Daphne's 
Marks m a manner consistent with the Then-Current public image for new or remodeled Daphne's 
Restaurants, includmg, without bmitahon, replacement or renovahon of equipment, remodelmg, 
redecorahon, and modifications to existing improvements and reasonable structural changes that Franchisor 
may reasonably require or that may be required by Applicable Law Franchisee's costs for the required 
refurbishment shall not exceed $100,000 for the intenor of the Franchised Restaurant or $50,000 for the extenor 
of the Franchised Restaurant

7 25 Notifications and Cnsis Management Events Franchisee shall notify Franchisor m wntmg within 
twenty-four (24) hours, and confirm in wntmg withm two (2) days thereafter, of any mvestigation or violation, 
actual or alleged, of any health, bquor or narcotics laws or regulation related to the Franchised Restaurant, 
and shall notify Franchisor m wntmg withm five (5) days of the commencement of any mvestigation, action, 
suit, or proceedmg or of the issuance of any order, writ, mjunction, award, or decree of any court, agency, or 
other Governmental Authority which may adversely affect the operation or fmancial condition of the 
Franchised Restaurant Franchisee shall immediately inform Franchisor's Chief Executive Officer (or as 
otherwise instructed m the Manuals) by telephone of the occurrence of a Cnsis Management Event Franchisee 
shall cooperate fully with Franchisor with respect to Franchisor's response to a Crisis Management Event

7 26 Authonzation to Release Information and Use Images Franchisee hereby authorizes (and agrees to 
execute any other documents deemed necessary to effect the authorization) (O aU banks, fmancial mstitutions, 
businesses, suppbers, manufacturers, contractors, vendors and other persons or entities with whom 
Franchisee does busmess to disclose to Franchisor any fmancial mformahon m their possession relatmg to 
Franchisee or the Franchised Restaurant which Franchisor may request - fill Franchisee further authonzes 
Franchisor to disclose to prospective Daphne's Franchisees or other third parties data from Franchisee's 
reports if Franchisor determmes, m Franchisor's sole discretion, that the disclosure is necessary or advisable^- 
liu~) Fianchisor to photogiaph and film Franchisee, its employees, the public and all areas of the Franchised 
Restaurant, without further authonzation from, oi compensation to. Franchisee and to use their images foi 
marketmg and promotion of tlie Franchised Restaurant, other Daphne's Restaurants and franchises for 
Daphne's Restaurants, livl Franchisor to disclose to third parties, including but not limited to Franchisee's 
Landlord or bank, information about Franchisee relating to Franchisee's obligahons or performance under tins 
Agreement if Franchisor determines, m Franchisor's sole discretion, that the disclosure is necessary or 
advisable

7 27 Annual Franchise Conference Franchisor may hold an Annual Franchise Conference for all Daphne's 
Franchisees each year The Principal Owner and each General Manager shall attend the Annual Franchise 
Conference Franchisee shall pay Franchisor a Franchisee Conference Fee to reimburse Franchisor for a portion
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of the direct costs to provide the Annual Franchise Conference Franchisee shall pay the Franchisee Conference 
Fee upon demand at least thirty (30) days before the date of the Annual Franchise Conference, whether or not 
Franchisee attends the Annual Franchise Conference

7 28 Credit Cards Franchisee shall honor all credit, charge, courtesy and cash cards approved by 
Franchisor m wnting To the extent Franchisee shall store, process, transmit or otherwise access or possess 
cardholder data in connection with the sale of Authorized Products, Franchisee shall maintain the secunty of 
cardholder data and adhere to the Then-Current Payment Card Industry Data Secunty Standards ("PCI 
DSS"), currently found at www pcisKuritystandards org,. for the protection of cardholder data throughout 
the Term Franchisee shall be and remain responsible for the security of cardholder data in the possession or 
control of any subcontractors Franchisee engages to process credit cards All subcontractors must be identihed 
to and approved by Franchisor m writmg prior to sharing cardholder data with the subcontractor Franchisee 
shall, if requested to do so by Franchisor, provide appropnate documentation to Franchisor to demonstrate 
compliance with applicable PCI DSS requirements by Franchisee and all identified subcontractors

7 29 Gift Cards. Loyalty. CRM. Social Media Software. Onlme and Mobile Ordermg Programs 
Franchisee shall not create or issue any gift certificates or gift cards and shall only sell gift certificates or gift 
cards that have been issued by Franchisor that are accepted at all Daphne's Restaurants Franchisee shall 
participate in all gift certificate and/or gift card administration programs as may be designated by Franchisor 
from time to time Franchisee shall honor aU coupons, gift certificates, gift cards and other programs or 
promotions as directed by Franchisor Frandnsee shall fully participate m all guest loyalty or frequent 
customer programs now or in the future adopted or approved by Franchisor Franchisee shall not issue 
coupons or discounts of any type for use at the Franchised Restaurant except as approved by Franchisor in 
writmg, which may be withheld m Franchisor's sole and absolute discretion In addihon. Franchisee shall 
purchase, enroll m or subscribe to, as applicable, all CRM, social media analyhcs, and onlme and mobile 
ordermg software or programs as specified by Franchisor m its Manual or otherwise m writmg Franchisor 
reserves the nght to change the designated suppliers of these or similar services m Franchisor's sole discrehbn 
Franchisee shall change, purchase or subscribe to the additional programs or software, as applicable, 
immediately upon notice from Franchisor to do so

7 30 Data Security Safeguards Franchisee shall exert Franchisee's best efforts to protect its customers 
against a cyber-event, mcludmg, without limitation, a data breach or other identity theft or theft of personal 
information (collectively, a "Cyber Event") If a Cyber Event occurs, regardless of whether the Cyber Event 
affects only the Franchised Restaurant, Franchisor reserves the right, but shall not have any obbgahon, to 
perform and/or control and/or cause its third-party consultants to perform and/or control all aspects of the 
response to the Cyber Event mcludmg, without limitation, the mvestigation, contamment and resolution of 
the Cyber Event and all communications withm Daphne's Restaurant franchise system and with vendors and 
suppliers. Governmental Authorities and the general pubbc Franchisor's control of the response to a Cyber 
Event may potentially affect or mterrupt operations of the Franchised Restaurant, but shall not create any 
babibty for Franchisor or additional nghts for Franchisee, entitle Franchisee to damages or rebeve Franchisee 
of Franchisee's mdemnificahon obbgabons under Section 18 4 Franchisee shall reimburse Franchisor for all of 
Franchisor's out-of-pocket costs and expenses mcurred m responding to and remedymg any Cyber Event 
caused solely by Franchisee or the Franchised Restaurant Franchisee shall at all times be compliant with (i) 
the NACHA ACH Security Framework, (u) the Payment Rules, (ui) Applicable Law regardmg data privacy, 
data security and security breaches, and (iv) Franchisor's security pobcies and guidebnes, all as may be 
adopted and/or amended from time to time (collectively, "Data Secunty Safeguards") Franchisee shall obtam 
advice from Franchisee's own legal and security consultants to ensure that Franchisee operates the Franchised
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Restaurant at all times ui full compliance with the Data Security Safeguards Notwithstandmg Franchisor's 
right to perform and/or control all aspects of a response to a Cyber Event, Franchisor shall make commercially 
reasonable efforts to coordinate its response with Franchisee and Franchisee's insurance carrier(s) and to 
cooperate with Franchisee's msurance carrier(s) regarding insurance coverage of the Cyber Event to the extent 
reasonably practicable under the circumstances

I
7 31 Designated Franchise Portal If and when Franchisor develops a Designated Franchise Portal and has 
made it available to Franchisee, Franchisee shall actively use and monitor Franchisor's Then-Current 
Designated Franchise Portal in connection with the development and operation of the Franchised Restaurant 
Franchisee shall be deemed to be "actively using and monitoring" the Designated Franchise Portal if 
Franchisee, the Prmcipal Owner or any other Owner and/or General Manager logs mto the Designated 
Franchise Portal at least once per week

7 32 Music Franchisee shall play only the music and music selechons m the Restaurant that have been 
approved by Franchisor as set forth in the Manuals or otherwise m writmg Franchisee shall mstall the 
equipment necessary to receive and play all approved music

7 33 Payment of Debts Franchisee shall be solely responsible for selecting, retaming and paying 
Franchisee's employees, the payment of all invoices for the purchase of goods and services used m connection 
with operatmg the Restaurant and determinmg whether, and on what terms, to obtain any financmg or credit 
which Franchisee deems advisable or necessary for the opening and operation of the Restaurant Franchisee 
shall pay all obligations and liabilities to suppliers, lessors and creditors on a timely basis Franchisee shall 
mdemrufy Franchisor if Franchisor is held responsible for any debts owed by Franchisee if Franchisor elects 
to pay any of Franchisee's obligations in order to preserve the relationship between suppliers and Daphne's 
Franchisees Franchisee shall make prompt payment of all federal, state and local taxes, mcludmg mdividual 
and corporate taxes, sales and use taxes, franchise taxes, gross receipts taxes, employee withholding taxes, 
FICA taxes, and personal property and real estate taxes arismg from Franchisee's operation of the Restaurant 
Franchisee shall indemnify Franchisor if Franchisor is held responsible for any of these taxes
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8 SUPPLIERS AND PRODUCTS

To protect Daphne's System, the Daphne's Marks, Daphne's Trade Secrets and the goodwill associated with 
them

8 1 Approved Suppliers Franchisor shall designate its Approved Suppliers for Franchisee followmg the 
Effective Date All Branded Products, Proprietary Products and Non-Proprietary Products designated by 
Franchisor for use and sale at the Franchised Restaurant must be purchased from Approved Suppbers 
Franchisor and its Affibates may be, but are not obligated to become. Approved Suppbers of certam Branded 
Products, Proprietary Products and Non-Propnetary Products and may act as the sole Approved Suppbers of 
certam Branded Products, Propnetary Products and Non-Proprietary Products Franchisor may operate an 
onbne portal that Franchisee can use to buy Branded Products, Proprietary Products, marketmg matenals, 
handbooks and menus directly from Approved Suppbers If, at any time dunng the Term, Franchisor receives 
notice from an Approved Suppber that Franchisee is over sixty (60) days past due on any payment owed to 
the Approved Suppber, and Franchisee has not provided any nohce to the Approved Suppber disputmg the 
overdue amount pnor to Franchisor's receipt of notice from the Approved Suppber concemmg the past due 
amount. Franchisor shall have the right, but not the obligation, to make payment to the Approved Suppber on 
behalf of Franchisee and to thereafter reimburse itself for the amount paid to the Approved Suppler m the 
manner provided in Section 4 6

8 2 Recommended Suppliers If Franchisee desires to purchase authorized Non-Proprietary Products 
from a Recommended Suppber rather than from Franchisor, Franchisor's Afhbates or an Approved Suppber, 
Franchisee shall debver wntten nohce to Franchisor identifymg the Recommended Suppber and shall provide 
Franchisor with reasonable fmancial, operational and otlier mformation regardmg the Recommended Suppber 
necessary for Franchisor to assess the Recommended Suppber Franchisor shall notify Franchisee of 
Franchisor's decision within sixty (60) days after Franchisor's receipt of the necessary informahon from 
Franchisee If Franchisor does not approve or disapprove a Recommended Suppber within sixty (60) days, the 
Recommended Suppber shall be deemed disapproved As a condihon of its approval. Franchisor may require 
a Recommended Suppber to agree in wnting to (i) provide, from tune to tune, upon Franchisor's request, free 
samples of the Non-Propnetary Product the Recommended Suppber uitends to supply to Franchisee, (ii) 
faithfully comply with Franchisor's speafications for the Non-Proprietary Products to be sold by the 
Recommended Suppber, (ui) sell any Non-Proprietary Products bearmg the Daphne's Marks only to Daphne's 
Franchisees and only under a trademark license agreement with Franchisor, (iv) provide Franchisor, upon 
request, with duplicate purchase mvoices issued to Franchisee for Franchisor's records and mspection 
purposes, and (v) otherwise comply with Franchisor's reasonable requests Further, Franchisor may require 
Franchisee or the Recommended Suppber to reunburse Franchisor for all of Franchisor's actual costs ui 
reviewmg the appbcation of the Recommended Suppber and all current and futiue reasonable costs and 
expenses, mcluduig transportation costs, food, lodging and similar expenses uicurred, related to uispecting, 
re-mspectmg and audituig the Recommended Suppbers' facibties, equipment, and food products, and all 
product testmg costs paid by Franchisor to third parties and to pay Franchisor, in advance, a deposit of up to 
$1,000, before Franchisor inspects the Recommended Supplier's facibhes Franchisor may revoke its approval 
of a previously approved Recommended Suppber if the Recommended Suppber does not contmue to satisfy 
Franchisor's criteria

8 3 Purchases from Franchisor or its Affiliates All Branded Products, Propnetary Products and Non- 
Proprietary Products purchased from Franchisor shall be purchased m accordance with the purchase order 
format issued from time to time by Franchisor and at the prices and on delivery terms and other terms offered 
to similarly situated Daphne's Franchisees Franchisor, in its sole and absolute discretion, may establish the

201«>MCICFDD 
FKANOIISE AGREEMENT



credit terms, if any, upon which it vnll accept Franchisee's orders, and may require Franchisee to pay for orders 
on a cash-m-advance or cash-on-dehvery basis On the termination or expiration of this Agreement, or m the 
event of any Default by Franchisee under this Agreement, Franchisor shall not be obhged to fill or ship any 
orders then pendmg or, m the case of termination or non-renewal, made any time thereafter by Franchisee and 
may, among other thmgs, only debver the quantities reasonably necessary to supply Franchisee's needs prior 
to the termmation or expiration of this Agreement Franchisor shall not be hable to Franchisee for any delay 
or delivery failure caused by Force Majeure

8 4 Rebates Franchisor or its Affiliates may receive rebates or allowances from certain Approved 
Suppbers on purchases of Branded Products, Propnetary Products and Non-Propnetary Products made by 
Franchisee and other Daphne's Franchisees Rebates and allowances will generally be a percentage of the 
revenue derived by the Approved Supplier from sales to Daphne's Restaurants, will be mcluded in 
Franchisor's general revenue, and may be used by Franchisor for a vanety of purposes mcludmg ongomg 
programs, education, marketing, advertising, semmars and conferences, the handling of mquines and 
complaints from Daphne's Franchisees' customers and for general and admmistrative expenses Franchisor 
may use these rebate and allowance funds received for any purpose in its sole and absolute discretion

DAPHNE'S MARKS

Franchisor and its Affiliates continue to develop, use and control the use of the Daphne's Marks m order to 
identify for the pubbc the source of services and products marketed under the Daphne's Marks and Daphne's 
System, and to represent Daphne's System's high standards of quabty, appearance and service To protect 
Daphne's System, the Daphne's Marks, Daphne's Trade Secrets and the goodwill associated with them

9 D Ownership and Goodwill of Daphne's Maries Franchisee acknowledges and agrees that its nght to 
use the Daphne's Marks is derived solely from this Agreement and is bmited to use in operating as Franchisee 
pursuant to and in compbance with tins Agreement Any unauthorized use of the Daphne's Marks by 
Franchisee shall constitute a Default under this Agreement and an mfnngement of Franchisor's and 
Franchisor's Affiliate's rights in and to the Daphne's Marks Franchisee acknowledges and agrees that as 
between Franchisor and Franchisee (i) Franchisor owns the Daphne's Marks and Daphne's System, (ii) 
Franchisee owns no goodwill or rights in the Daphne's Marks or Daphne's System except for the bcense 
granted by this Agreement, and (ui) Franchisee's use of the Daphne's Marks and any goodwill established by 
that use shaU mure to the exclusive benefit of Franchisor Franchisee agrees not to contest, or assist any other 
Person to contest, the validity of Franchisor's rights and mterest m the Daphne's Marks or Daphne's System 
either durmg the Term or after this Agreement termmates or expires

9 23 Limitations on Use Franchisee shall not use any Daphne's Marks (i) with any prefix, suffix, or other 
modifying words, terms, designs, or symbols (other than logos bcensed to Franchisee under this Agreement), 
(ii) m connection with unauthorized services or products, (ui) as part of any domam name or electronic address 
mamtained on the Internet, the World Wide Web, or any other similar propnetary or common carrier 
electronic delivery system, or (iv) m any other manner not expressly authonzed m writmg by Franchisor 
Franchisee shall give all nohees of trademark and service mark registration that Franchisor specifies and shall 
use and obtam aU fictitious or assumed name registrahons required by Franchisor or under Appbcable Law 
Franchisee further agrees that no service marks other than "Daphne's", "Daphne's Cahforma Greek", other 
Daphne's Marks specified by Franchisor shall be used in marketmg, promotmg, or operatmg the Franchised 
Restaurant
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9 33 Modificahons Franchisor reserves the right to (i) modify or discontmue licensing any of the 
Daphne's Marks, (ii) add new names, marks, designs, logos or commercial symbols to the Daphne's Marks 
and require that Franchisee use them, and (lu) require that Franchisee introduce or observe new practices as 
part of Daphne's System in operating the Franchised Restaurant Franchisee acknowledges and agrees that the 
term "Daphne's Marks" means the specific names, marks, designs, logos or commercial symbols licensed by 
Franchisor at any given pomt m time, subject to Franchisor's right to impose changes Franchisee shall comply, 
at Franchisee's sole expense, with Franchisor's directions regardmg changes in the Daphne's Marks and 
Daphne's System within a reasonable time after written notice from Franchisor Franchisor shall have no 
liability to Franchisee for any cost, expense, loss or damage that Franchisee mcurs m complymg with 
Franchisor's directions and conformmg to required changes

9 M Defense of Daphne's Marks and Daphne's System Franchisor shall have the sole right, either alone 
or with its Affibates, to handle disputes with Franchisees and third parties concemmg Franchisor's or 
Franchisor's Affibates' ownership of, nghts in, or Franchisee's use of, the Daphne's Marks or Daphne's System 
Franchisee shall immediately notify Franchisor m writing if Franchisee receives notice, or is mformed, of any 
(i) improper use of any of the Daphne's Marks or elements of Daphne's System, mcluding misuse by 
Franchisees, (ii) use by any third party of any mark, design, logo or commercial symbol which, in Francliisee's 
judgment, may be confusingly similar to any of the Daphne's Marks, (in) use by any third party of any busmess 
practice which, m Franchisee's judgment, unfairly sunulates Daphne's System m a manner bkely to confuse 
or deceive the pubbc, or (iv) claim, challenge, suit or demand asserted against Franchisee based upon 
Franchisee's use of the Daphne's Marks or Daphne's System Franchisor and/or Franchisor's Affiliate shall 
have sole discretion to take all action as it deems appropnate, mcludmg, without bmitation, to take no action, 
and the sole nght to control any legal proceeding or negotiation arismg out of any infringement, challenge or 
claim or otherwise relating to the Daphne's Marks or Daphne's System Franchisee shall not settle or 
compromise any claun, suit or demand asserted agamst it and agrees to be bound by Franchisor's deasions m 
handling disputes regardmg the Daphne's Marks and Daphne's System Franchisee shall cooperate fuUy with 
Franchisor and execute all documents and perform all actions as may, m Franchisor's judgment, be necessary, 
appropriate or advisable m the defense of aU claims, suits or demands and to protect and maintain Franchisor's 
rights in the Daphne's Marks and Daphne's System Unless it is estabbshed that a third party claim asserted 
agamst Franchisee is based directly upon Franchisee's misuse of the Daphne's Marks or Daphne's System, 
Franchisor agrees to defend Franchisee against the third party claim and indemnify Franchisee for any losses 
resulting from it, provided Franchisee has notified Franchisor as soon as practical after leammg of the claim 
and fully cooperates in the defense of the action Because Franchisor will defend the thud party claim. 
Franchisee is not entitled to be reimbursed for legal or other professional fees or costs paid to independent 
legal counsel or others in connection with the matter

10 MARKETING

To protect Daphne's System, the Daphne's Marks, Daphne's Trade Secrets and the goodwill associated with 
them

101 Marketing Fund Franchisor may elect to establish the Marketing Fund to promote the Daphne's 
Marks and all Daphne's Restaurants upon ninety (W) days' prior notice to Franchisee If and when the 
Marketing Fund is estabbshed by Franchisor, Franchisee shall contnbute to the Marketmg Fund the amount 
of Marketing Fund Fees specified by Franchisor from time to time, which amount shall not exceed three 
percent (3%) of Gross Sales Once estabbshed, the Marketing Fund shall be administered by Franchisor and 
shall be used to meet the costs of conducting marketing and promotional activities Franchisor retams sole
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discretion over all marketing and public relations programs and activities financed by the Marketmg Fund, 
includmg the creative concepts, materials and endorsements used and the geographic market, media 
placement and allocation Company-owned and Affihate owned Daphne's Restaurants, mcluding any owned 
by the Operating Company, may, but are not required to, contribute to the Marketmg Fund If they do, they 
may not be required to contribute m the same percentage as Franchisee and may stop contributmg at any tune 
without notice to Franchisee

10 11 The Marketing Fund may be used to pay the costs of prepanng and producmg associated 
matenals and programs as Franchisor determmes, mcludmg video, audio and wntten marketmg matenals 
employing marketmg agenaes, sponsorship of sportmg, charitable or similar events, admmistermg regional 
and mulh-regional marketmg programs mcludmg purchasmg direct mail and other media marketmg, and 
employmg marketmg agenaes to assist with marketmg efforts, supportmg public relahons, market research 
and other markehng and promohonal activities, campaigns, test marketmg, marketmg surveys, pubhc 
relations activities. Website design and development/operation for portal, Internet, Intranet and URL services, 
social media, technology programs, electronic apphcation design and development, and for 800 or similar 
numbers All expenditures are at the sole discretion of Franchisor Franchisor may spend m any year more or 
less than the total contributions to the Marketmg Fund m that year Franchisor may borrow from Franchisor 
or other lenders on behalf of the Marketmg Fund to cover deficits of the Marketmg Fund or cause the 
Marketmg Fund to mvest any surplus for future use by the Marketmg Fund Upon request. Franchisor will 
prepare an annual accountmg of the Marketmg Fund and will distribute it to Daphne's Franchisees, once a 
year, that will state the total amount of money collected and spent by the Advertismg Fund durmg the 
previous year and list, by general category, the manner m which Franchisor spent the money The report will 
not be separately audited but will be exammed as part of the overall annual audit of Franchisor's books

1012 Franchisee acknowledges and agrees that the Marketmg Fund is intended to maximize 
general public recognition of and the acceptance of Daphne's Cabfomia Greek brand for the benefit of 
Daphne's System as a whole Franchisor undertakes no obligation, m admmistermg the Marketmg Fund, to 
make expenditures for Franchisee that are equivalent or proportionate to its contribution, or to ensure that any 
particular Franchisee benefits directly or pro rata from marketmg or promohon conducted with the Markehng 
Fund

10 1 3 Franchisor will mamtam the Marketmg Fund m an account separate from Franchisor's other 
monies, and will not use it to defray any of Franchisor's expenses, except for reasonable admmistrative and 
marketmg wages and costs and overhead which Franchisor may mcur m activities related to admmistermg 
the Marketmg Fund and marketmg programs for Daphne's Franchisees Franchisor's prmted materials and 
Website may also contam references statmg that "Franchises Are Available" and/or that "Each Daphne's 
Franchise Is Independently Owned and Operated" to promote the sale of franchises for Daphne's Restaurants 
With this exception, no portion of the Marketmg Fund will be used to sobcit or to sell Daphne's Franchises to 
prospective Daphne's Franchisees The Marketmg Fund is not and will not be an asset of Franchisor Any 
Marketmg Fund Fees collected m a year, but not spent m that year, will be carried over to the next year 
Franchisor shall have the nght, m its sole discretion, to termmate the collechon and disbursement of Marketmg 
Fund Fees upon nmety (90) days' pnor written notice to Franchisee Upon termmation. Franchisor shall 
disburse the remammg Marketing Fund Fees on hand only for the purposes authonzed by this Article 10

10 2 Local Marketing Expenditure Franchisee shall spend the Local Marketmg Expenditure each week on 
local marketmg and promohon of the Franchised Restaurant as required by Franchisor Franchisor shall have 
the right to adjust the amount of the Local Markehng Expenditure at any time and from tune to time during
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the Term upon nmety (90) days' prior written notice from Franchisor to Franchisee, to an amount not to exceed 
two percent (2%) of Gross Sales Franchisee shall conduct all local marketmg and promotion in accordance 
with the pobcies and provisions with respect to format, content, media, geographic coverage and other criteria 
as are from time to tune contamed m the Manuals, or as otherwise directed by Franchisor, and shall not use or 
publish any marketmg material or m any way use or display any of the Daphne's Marks except m accordance 
with said pobcies and provisions and with Franchisor's prior written approval Franchisee shall submit 
samples of all marketmg and promotional plans and materials to Franchisor for Franchisor's approval and 
may only commence use of the materials after they have been approved, in wntmg, by Franchisor Franchisor 
shall have the right at any tune after Franchisee commences use of any materials to prohibit further use, 
effechve upon written nohce to Franchisee On the tenth day of the each calendar month durmg the Term, 
Franchisee shall provide Franchisor with copies of all mvoices, statements, canceled checks or other forms of 
payment that have been issued by Franchisee durmg the precedmg calendar month which evidence the 
expenditure and payment by Franchisee of the required Local Marketmg Expenditure If Franchisee fails to do 
so, or fails to spend the requued Local Marketmg Expenditure dunng any calendar month. Franchisee shall 
immediately pay the Marketmg Fund the difference between the amount that Franchisee actually spent on 
local marketmg and the required Local Marketmg Expenditure

10 3 Cooperative Marketmg Programs Franchisor may from tune to tune estabbsh programs for co­
operative marketing ("Cooperative Marketmg Programs") to coordmate marketmg efforts and programs, to 
serve as a conduit for the collection and expenditure of the contributed funds and to maximize the efficient 
use of local and/or regional advertismg media If and when Franchisor creates a Cooperative Marketmg 
Program for the marketmg coverage area (a "Marketmg Coverage Area") m which the Franchised Restaurant 
IS located. Franchisee (and, if Franchisor or an Affibate of Franchisor owns a Franchised Restaurant m the 
Marketing Coverage Area, then Franchisor or such Affibate of Franchisor), shall become a subscriber and 
member of the Cooperative Marketmg Program and shall partiapate m the Cooperative Marketmg Program 
m the manner prescribed by Franchisor The size and content of a Marketmg Coverage Area, if and when 
estabbshed by Franchisor, shall be bmdmg upon Franchisee, and all other similarly situated Daphne's 
Franchisees and Franchisor or an Affiliate of Franchisor, if it operates Daphne's Restaurants m the Marketmg 
Coverage Area Each participatmg Daphne's Franchisee, as well as Franchisor (or its Affibate), if appbcable, 
shall be entitled to one vote for each Franchised Restaurant located withm the Marketmg Coverage Area as 
may reasonably be determmed by Franchisor, but m no event shall any Daphne's Franchisee and/or its 
Affiliates have more than twenty-five percent (25%) of the vote, regardless of the number of Daphne's 
Restaurants owned

10 31 Franchisee and all other members of the Marketmg Coverage Area whose Daphne's Franchise 
Agreements requu-e their partiapation m the Cooperative Marketmg Program shall contribute to the 
Cooperative Marketmg Program the amounts that are determmed together by Franchisor and fifty percent 
(50%) or more of the participatmg Daphne's Restaurants m the Cooperative Marketmg Program, though the 
amounts may not exceed two percent (2%) of the Gross Sales of each participatmg Franchised Restaurant 
located in the Marketmg Coverage Area Franchisee's contribuhon to the Cooperative Marketmg Program 
shall be credited towards the satisfaction of the Local Marketmg Expenditure required by Section 102

10 3 2 Franchisor shall admmister the Cooperative Marketmg Program and shall determme the 
pobcies of the Cooperative Marketmg Program and the usage of the available funds for media time, production 
of media matenals, radio, television, newspapers or Francliised Restaurant level materials such as flyers, or 
posters, or for any other type of advertismg or marketmg use Franchisor reserves the right to establish general 
standards concemmg the operation of the Cooperative Marketmg Program, advertismg agencies retamed by
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the Cooperative Marketing Program, and marketing conducted by the Cooperative Marketing Program Any 
disputes (other than pricing) ansing among or between Franchisee, other Daphne's Franchisees, and/or the 
Cooperative Marketing Program shall be resolved by Franchisor, whose decision shall be final and binding on 
all parties

10 4 Grand Opening Marketmg Expenditure. Grand Opening Events At least sixty (60) days before the 
Opening Date of the Franchised Restaurant, Franchisee shall develop and provide Franchisor with a 
promotional campaign plan for the grand opening of the Franchised Restaurant Franchisee shall spend the 
required Grand Operung Marketing Expenditure within thirty (30) days before, and fifteen (15) days after, the 
Opening Date Franchisee shall provide Franchisor with copies of all mvoices, statements, canceled checks or 
other forms of payment which have been issued by Franchisee which evidence the Grand Opening Marketing 
Expenditure and payment by Franchisee of the amounts required by this Section 10 4 for the grand opening 
marketing campaign for the Franchised Restaurant withm thuty (30) days of the Opening Date If Franchisee 
fails to provide Franchisor with such evidence of payment, or if Franchisee fails to spend the amount required 
by this Section 10 4. Franchisee shall immediately pay the Marketing Fund the difference between the amount 
that Franchisee actually spent on the grand opening marketing campaign and the required Grand Openmg 
Marketmg Expenditure In addition to the Grand Opening Marketing Expenditure, Franchisee shall conduct 
grand opening events and promotions as required and directed by Franchisor

10 5 Promotional Campaigns From time to time durmg the Term, Franchisor shall have the right to 
establish and conduct promotional campaigns on a national or regional basis, which may by way of illustration 
and not limitation promote particular products or marketmg themes Franchisee shall participate in the 
promotional campaigns upon the terms and conditions that Franchisor may estabbsh Franchisee 
acknowledges and agrees that participabon may require Franchisee to purchase point of sale advertismg 
material, posters, flyers, product displays and other promotional materials

10 6 Advisory Counal Franchisor may from tune to tune estabbsh an Advisory Council for Daphne's 
Franchisees to work with Franchisor and to consult with Franchisor on potential improvements to Daphne's 
System, the products offered by Daphne's Restaurants, advertismg conducted by the Marketmg Fund and any 
other matters that Franchisor deems appropriate If an Advisory Council is formed, it will act solely m an 
advisory capaaty, and will not have deasion making authority, will be comprised of Franchisor's 
representatives and Daphne's Franchisees who may be chosen by Franchisor or elected by other Daphne's 
Franchisees All Daphne's Franchisees who serve on an Advisory Council shall pay all transportation costs, 
food, lodgmg and similar expenses mcurred m connection with their attendance at Advisory Counal 
meetmgs Franchisor shall have the right to form, change, merge or dissolve any Advisory Council at any tune, 
m its sole discretion

10 7 Internet Franchisee shall not develop, create, generate, own, bcense, lease or use m any manner any 
computer medium or electromc medium (mcludmg, without limitation, any Internet home page, e-mail 
address. Website, domam name, bulletm board, newsgroup or other Internet-related medium or activity) 
which m any way uses or displays, m whole or part, the Daphne's Marks, or any of them, or any words, 
symbols or terms confusmgly similar thereto without Franchisor's pnor written consent, and then only m the 
manner and m accordance with the procedures, pobcies, standards and specifications that Franchisor may 
estabbsh from tune to tune Franchisee shall not separately register any domain name or any portion of any 
domain name containuig the Daphne's Marks or participate or market on any Website or other form of 
electronic media (mcludmg, without lunitahon, through the use of social technology, social media, social 
networkmg platforms, video Websites, email marketmg sites or other forms of electronic media not yet
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developed) using the Daphne's Marks without Franchisor's pnor written consent Franchisee's general 
conduct on the Internet and in the use of other forms of electronic media is subject to the terms and conditions 
of this Agreement and all other rules, requirements or pobcies that Franchisor may identify from time to time 
Franchisor may, at any time after Franchisee commences use of any approved electronic media, prohibit 
further use, effective upon receipt of written nohce by Franchisee Franchisee shall provide free WiFi service 
at the Franchised Restaurant for use by Franchisee's customers m compliance with Franchisor's requirements 
for bandwidth included in the Manuals or otherwise Franchisor control the WiFi gateway and all emails 
collected will be Franchisor's property, with no restrictions on Franchisor's use or distnbution of email 
addresses

10 8 Websites Franchisor shall establish and maintain from time to time, one or more Internet Websites 
that shall be used to provide information about Daphne's Restaurants to the public Franchisor has sole 
discretion and control over the estabbshment, design and content of the Website Franchisor may, m its 
discrehon, configure the site to accommodate one or more interior pages which Franchisor shall dedicate, in 
whole or m part, to the Franchised Restaurant, all at Franchisee's expense Franchisor shall have the right, at 
Its sole option, from time to tune, to (i) change, revise, or eliminate the design, content and functionabty of 
the Website, (ii) make operational changes to the Website, (iii) change or modify the URL and/or domam name 
of the Website, (iv) substitute, modify, or rearrange the Website, at Franchisor's sole option, mcludmg m any 
manner that Franchisor considers necessary or desirable to comply with Appbcable Laws, or respond to 
changes in market conditions or technology and respond to any other circumstances, (v) limit or restnct end- 
user access (in whole or m part) to the Website, and (vi) disable or termmate the Website without any babibty 
to Franchisee

10 9 Social Media Franchisee shall not participate or market through the use of social technology, social 
media such as Facebook, Instagram, My-Space, Pmterest and Twitter, social networkuig platforms or other 
forms of electronic media not yet developed ("Social Media Platforms") usuig the Daphne's Marks or m 
connection with the Franchised Restaurant, without Franchisor's prior written consent If Franchisee 
separately registers any Social Media Platform account (a "Social Media Account") contaming the Daphne's 
Marks or otherwise related to the Franchised Restaurant, whether with Franchisor's prior consent or 
otherwise, then (i) Franchisee shall promptly notify Franchisor and provide Franchisor with all necessary 
mformation related to the Soaal Media Account that Franchisor requires or demands, without compensahon 
to Franchisee, and (ii) the Social Media account shall, without further notice, become and be deemed to be 
Franchisor's sole property without compensation to Franchisee, and Franchisee hereby assigns all of 
Franchisee's right, title and uiterest ui all such Soaal Media Accounts to Franchisor Franchisor shall be the 
sole owner of all related mtellectual property nghts in the Social Media Accoimt and all content posted on it 
In addition. Franchisee hereby assigns to Franchisor tlie nght to control and administer all Soaal Media 
Accounts, mcludmg the right to modify the Social Media Accounts, and Franchisee waives and releases all 
rights of restramt and moral rights m and to the Social Media Accounts If the foregomg provisions of this 
Section 10 9 are found to be mvabd or otlierwise unenforceable. Franchisee hereby grants Franchisor a 
worldwide, perpetual, non-exclusive, fully-paid bcense to use and admmister the Social Media Account to the 
extent the use or sublicense would, absent this Agreement, directly or mdirectly infrmge Franchisee's rights 
For ebmmation of doubt. Franchisor's right to control and admmister the Social Media Accounts mcludes, 
without limitation, the nght to post or remove content, language and media, the right to require Franchisee to 
post and remove content, language and media, and to disable and/or close a Social Media Account

11 CONFIDENTIAL INFORMATION
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1113- Description of Conhdentaal Information Franchisee acknowledges and agrees that Daphne's System 
IS comprised of confidential mformation that has been developed by Franchisor and the Operating Company 
by the investment of time, skill, effort and money and is widely recognized by the pubbc, is of substantial 
value, and is proprietary, confidential and constitutes trade secrets of Franchisor and the Operatmg Company 
and their Affiliates, and includes, without limitation, tangible and intangible mformation (whether or not in 
electronic form) relatmg to Franchisor's busmess operations, products and services, recipes, cookmg and 
preparation techniques and methods, sources of matenals and eqiupment, customer management and other 
software, data, other content, formulations, patterns, compilations, programs, devices and processes, busmess 
relationships, contact mformation for industry professionals, designs, developmental or experimental work 
and services, improvements, discoveries, plans for research, potential new or supplemental products and 
services. Websites, advertisements or ancillary products and services, marketing and sellmg methods and/or 
plans, busmess plans, budgets and impubhshed fmancial statements, licenses, prices and costs, vendors, 
collaborators, current customer and prospective customer names and addresses, mformation regardmg credit 
extensions to customers, customer service purchasmg histones and pnces charged to customers, customer lists 
and other customer data, mformation regardmg the skills and compensation of employees of Franchisor and 
contractors of Franchisor, designs, drawings, speafications, source code, object code, documentation, 
diagrams, flowcharts, research, development, marketmg techniques and matenals, trademarks, trade secrets, 
sales/license techniques, mvenhons, copynghtable matenal, trademarkable matenal, databases, relationships 
between Franchisor and other companies, persons or entities, knowledge or know-how concemmg the 
methods of operation of the Franchised Restaurant which may be communicated to Franchisee, or of which 
Franchisee may be apprised, by virtue of Franchisee's operation of the Franchised Restaurant under the terms 
of this Agreement, and any other mformation or material considered propnetary by Franchisor whether or 
not designated as confidential mformation by Franchisor, that is not generally known by the public, or which 
derives mdependent economic value (actual or potenbal) from not bemg generally known to the pubbc or 
persons unaffibated with Franchisor or its Affibates and which is the subject of efforts by Franchisor that are 
reasonable under the circumstances to mamtain its secrecy, and any other mformation in oral, written, graphic 
or electronic form which, given the cucumstances surroundmg its disclosure, would be considered 
confidenbal (collectively, the "Confidential Information") Confidential Information does not mclude any 
mformation that (i) was m the lawful and unrestricted possession of Franchisee prior to its disclosure by 
Franchisor, (ii) is or becomes generally available to the pubbc by acts other than those of Franchisee after 
receivmg it, (m) has been received lawfully and m good faith by Franchisee from a third party who did not 
derive it from Franchisor or Franchisee, or (iv) is shown by acceptable evidence to have been mdependently 
developed by Franchisee

112 Value Franchisee acknowledges and agrees the Confidential Information is not generally known by 
the pubbc or parties other than Franchisor, its Affibates, Daphne's Franchisees and Franchisee, denves 
mdependent economic value (actual or potential) from not bemg generally known to the pubbc or persons 
unaffibated with Franchisor or Franchisee, and is the subject of efforts by Franchisor that are reasonable under 
the circumstances to mamtain the secrecy of the Confidential Information, mcludmg, without limitation (i) 
not reveabng the Confidenbal Information to unauthorized parbes, (ii) requinng Daphne's Franchisees to 
acknowledge and agree m wntmg that the Confidential Informahon is confidenbal, (ui) requiring Daphne's 
Franchisees to agree m wntmg to mamtam the confidenbabty of the Confidenbal Information, (iv) monitormg 
electronic access to the Confidential Informahon by the use of passwords and other restrictions so that 
electrorac access to the Confidenbal Informahon is limited to authorized parbes, and (v) requirmg Daphne's 
Franchisees to return all Confidential Information to Franchisor upon the termmation or expiration of their 
Daphne's Franchise Agreements
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113 Maintain Confidentiality To protect Daphne's System, the Daphne's Marks, Daphne's Trade Secrets 
and the goodwill associated with them. Franchisee shall not, during the term of this Agreement or thereafter, 
communicate, divulge, or use for the benefit of anyone else, any mformation that Franchisor considers its 
Daphne's Trade Secrets and/or Confidenhal Information Franchisee shall divulge Confidenhal Information 
only to its supervisorial or managenal personnel who must have access to it m order to perform their 
employment responsibihties

114 Irreparable Injury from Disclosure of Confidenhal Information Franchisee acknowledges and 
agrees that failure to comply with the requirements of this Article 11 will result in u-reparable injury to 
Franchisor for which no adequate remedy at law may be available, and Franchisee consents to the issuance of, 
and agrees to pay all court costs and reasonable attorneys fees mcurred by Franchisor m obtaining, without 
the posting of any bond, an ex parte or other order for injunctive or other legal or equitable rebef with respect 
to the requirements of this Article 11

115 Confidenhalitv Covenants from Individuals Associated with Franchisee Franchisee shall require
any supervisonal or managenal personnel who may have access to any Confidential Informahon of Franchisor 
to execute covenants that they will mamtain the confidenhality of the Confidential Informahon they receive 
in connection with their association with Franchisee Such covenants shall be in a form satisfactory to 
Franchisor, mcludmg, without limitation, specific identification of Franchisor as a tlurd-party beneficiary of 
such covenants with the independent right to enforce them

11 6 Daphne's Data All data pertammg to the Franchised Restaurant and all data created or collected by 
Franchisee m connection with Franchisee's operation of the Franchised Restaurant, mcludmg, without 
limitation, data pertammg to, or otherwise concemmg, the Franchised Restaurant's customers and other 
pertment data about the Franchised Restaurant collected by Franchisee, mcludmg, without limitation, data 
uploaded to, or downloaded-from Franchisee's POS System and/or computer system (collectively "Daphne's 
Data") IS Confidential Information and is the sole property of Franchisor Franchisor shaU have the right to 
review and use Daphne's Data in any manner that Franchisor deems appropriate without any compensation 
to Franchisee Franchisee shall provide Franchisor with copies and/or origmals of Daphne's Data withm five 
(5) days after Franchisor's request for Daphne's Data at no cost to Franchisor and at any tune durmg the Term 
and upon the expiration and/or termination of this Agreement Franchisor hereby bcenses use of the 
Franchised Restaurant Franchisee shaU mamtam Daphne's Data as secret and confidential throughout the 
Term and shall not make any of Daphne's Data available to any unauthorized person without the prior written 
consent of Franchisor and then only m the manner permitted by Franchisor Franchisor hereby bcenses use of 
Daphne's Data to Franchisee durmg the Term, at no cost, solely for Franchisee's use m connection with the 
Franchised Restaurant

11 7 No Restnction Nothmg m this Article 11 is mtended to prohibit or restnct any activity which 
prohibition or restriction violates Franchisee's employees' rights to engage m protected concerted activity 
under the National Labor Relations Act

12 ACCOUNTING AND RECORDS

12 1 General Reportmg Franchisee shall submit stahstical control forms and other fmanaal, operational 
and statistical mformation that Franchisor may require m order to (i) assist Franchisee in tlie operation of the 
Franchised Restaurant, (ii) allow Franchisor to monitor Gross Sales, purchases, costs and expenses, (ui) enable 
Franchisor to develop cham wide statistics, (iv) assist Franchisor m the development of new Authorized
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Products or the removal of existing vinsuccessful Authorized Products, and (v) enable Franchisor to refme the 
menu mix of existing Authonzed Products (collectively, the "Reporting Information") Franchisee will allow 
Franchisor to collect the Reporting Information by pollmg the POS System on a daily or other basis at the times 
and in the manner estabhshed by Franchisor, with or without prior notice to Franchisee to retneve transaction 
mformation mcluding sales, sales mix, usage, and other operations data that Franchisor deems appropriate

12 2 Specific Reporting. Unless otherwise agreed by Franchisor m wrihng. Franchisee shall submit 
condensed reports of daily Gross Sales to Franchisor on a weekly basis in accordance with Section 4 2 and the 
guidelmes established by Franchisor Further

12 2 1 Withm five (5) days foUowmg the end of each Accountmg Period durmg the Term, or at any 
other interval that Franchisor may estabbsh. Franchisee shall submit a Gross Sales report signed by Franchisee, 
m the form and manner prescribed by Franchisor, reportmg all Gross Sales for the precedmg Accountmg 
Penod, together with the additional fmancial information that Franchisor may, from time to time, request

12 2 2 Withm five (5) days followmg the end of each Accountmg Period durmg the Term, Franchisee 
shall also submit to Franchisor financial statements for the precedmg Accountmg Period, mcluding a balance 
sheet and profit and loss statement, prepared m the form and manner prescribed by Franchisor and m 
accordance with either generally accepted accountmg prmciples or the "Fmancial Reportmg Framework for 
Small- and Medium-Sized Entities" of the American Institute of Certified Public Accountants The financial 
statements shall be certified by Franchisee to be accurate and complete

12 2 3 Withm forty-five (45) days followmg the end of the last Accountmg Period of each year as 
designated by Franchisor, Franchisee shall submit to Franchisor an unaudited annual financial statement 
prepared m the form and manner prescnbed by Franchisor and m accordance with either generally accepted 
accountmg prmciples or the "Financial Reportmg Framework for Small- and Medium-Sized Entities" of the 
American Institute of Certified Public Accountants The financial statement shall be certified by Franchisee to 
be accurate and complete Franchisee shall also provide Franchisor with copies of signed ongmal sales and 
use tax forms contemporaneously with their filmg with the appropnate Governmental Authority Franchisor 
reserves the right to require the further mformation concerning the Franchised Restaurant that Franchisor 
may, from time to time, reasonably request

12 3 Audits Franchisee shall prepare, and keep for not less than three (3) years following the end of each 
of its fiscal years, adequate books and records showmg daily receipts m, at and from Daphne's Restaurants, 
appbcable sales tax returns, if any, all pertment ongmal serially numbered sales slips and cash register records, 
and the other sales records as may be reasonably required by Franchisor, from time to time, to verify the Gross 
Sales reported by Franchisee to Franchisor, m a form suitable for an audit of Franchisee's records by an 
authonzed auditor or agent of Franchisor Such mformation shall be broken down by categories of goods, 
foods and beverages sold, when possible Franchisor, its agents or representatives may, at any reasonable time 
durmg normal working hours, audit or review Franchisee's books and records m accordance with generally 
accepted standards established by certified public accountants If any audit or other mvestigation reveals an 
under-reportmg or under-recordmg error of three percent (3%) or more, then m addition to any other sums 
due, the expenses of the audit/mspection shall be borne and paid by Franchisee upon billmg by Franchisor, 
which shall mclude, unthout limitation. Franchisor's travel, lodgmg and wage expenses and reasonable 
accountmg and legal expenses, plus interest at the highest compound rate permitted by Appbcable Law, but 
not to exceed the rate of eighteen percent (18%) per annum
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12 4 Books and Records Franchisee shall maintain an accounting and record keeping system, which shall 
provide for basic accounting information necessary to prepare financial statements, a general ledger and 
reports required by this Agreement and the Manuak Franchisee shall mamtain accurate, adequate and 
verifiable books and supporting documentation relating to the accounting information

12 5 Use of Financial Statements in Disclosure Document Franchisee hereby irrevocably consents to 
Franchisor's use of mformation contamed in its financial statements, at Franchisor's election, in its franchise 
disclosure document for the offer and sale of franchises

13 INSURANCE

13 1 Franchisee's Insurance Obligations Franchisee shall obtain and maintam throughout the Term the 
types and amounts of insurance required by Franchisor and shall provide Franchisor with proof of coverage 
and Certificates of Insurance upon demand This insurance shall protect Franchisee and Franchisor agamst 
any demand or claim with respect to personal and bodily injury, death, or property damage, or any loss, 
bability, or expense whatsoever arising or occurring upon or in connection with the operation of the 
Franchised Restaurant Franchisee shall obtam and mamtam (i) workers compensation insurance in 
comphance with local laws and regulations, (ii) employer's hability msurance with $1,000,000 combined smgle 
limit coverage, (iii) comprehensive general bability msurance and product babibty msurance with limits of 
$1,000,000 combmed smgle limit coverage mcludmg broad form contractual bability and personal mjury 
coverage (employee and contractual mclusion deleted), provided that the required amounts may be modified 
periodically by us to reflect inflation or future experience with claims, (iv) automobile babibty msurance on 
company vehicles, mcludmg owned, hued and non-owned vehicle coverage, with a combmed smgle bmit of 
at least $1,000,000, (v) loss of mcome msurance (m an amount sufficient to cover the all fees due to Franchisor 
under this Agreement for a period of at least twelve (12) months), (vi) rental value msurance m an amount 
sufficient to cover the rents and other fees due the Landlord under the Lease durmg any period of busmess 
mterruphon or mabibty to operate the Franchised Restaurant or any greater amounts of msurance as required 
by the Lease for the Franchised Location, (vu) employment practices babibty msurance, (viii) employee non- 
owned automobile msurance with limits of $1,000,000, (ix) cyber-babibty insurance with limits of $50,000, and 
(x) additional msurance and types of coverage as required by the terms of any Lease for the Franchised 
Location, mcludmg an umbrella pobcy with limits of $2,000,000 to $4,000,000 Francliisor reserves the right to 
change the insurance requirements durmg the term of this Agreement, including tlie types of coverage and 
the amoimts of coverage Franchisee must comply with any changes to these requirements

13 2 Required Endorsements and Certificates Each pobcy shall (i) be written by msurers bcensed and 
admitted to wnte coverage m the jurisdiction m which the Franchised Restaurant is located and with a ratmg 
of "A" or better as set forth m the most recent edition of Best's Key Ratmg Guide, (ii) name Franchisor as an 
additional insured, and (iii) comply with the requirements prescribed by Franchisor at the hme the policies 
are obtained Franchisee and Franchisee's msurers shall agree to waive their nghts of subrogation agamst 
Franchisor, and Franchisee shall provide evidence of the waiver Franchisee's obbgation to obtam and 
mamtam msurance shall not be limited m any way by reason of any msurance which may be mamtamed by 
Franchisor, nor shall Franchisee's performance of that obbgahon relieve it of babibty under the mdemnity 
provisions set forth m Section 18 4 All public babibty and property damage pobcies shall contain a provision 
that Franchisor and its Affiliates, although named as an additional msured, shall nevertheless be entitled to 
recover under the pobcies on any loss occasioned to Francliisor, or its Affibates, partners, shareholders, 
directors, agents, or employees by reason of the negligence of Franchisee or its partners, shareholders, 
directors, agents, or employees At least ten (10) days prior to the time any msurance is first required to be
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carried by Franchisee, and thereafter at least thirty (30) days pnor to the expiration of any policy. Franchisee 
shall dehver to Franchisor Certificates of Insurance evidencuig the proper types and minimum amounts of 
required coverage All Certificates shall expressly provide that no less than thirty (30) days' prior written notice 
shall be given Franchisor m the event of material alteration to or cancellation or non-renewal of the coverages 
evidenced by the Certificates Certificates evidencmg the msurance required by this Sechon 13 2 shall name 
Franchisor, and each of its Affiliates, partners, shareholders, directors, agents, and employees as additional 
msureds on the additional-msured Grantor of Franchise Form CG-2029 or an msurer's comparable form, and 
shall expressly provide that any interest of each shall not be affected by any Default by Franchisee of any pohcy 
provisions for which the Certificates evidence coverage

13 3 Franchisor's Right to Secure Insurance on Behalf of Franchisee Should Franchisee, for any reason, 
fail to procure or mamtam the insurance requu-ed by this Agreement, as the requirements may be revised from 
time to time by Franchisor m the Manuals or otherwise m writmg. Franchisor shall have the nght'and authority 
(but not the obligation) to immediately procure the insurance and to charge Franchisee for it, which charges, 
together with Franchisor's expenses in so actmg, shall be payable by Franchisee immediately upon notice The 
foregomg remedies shall be in addihon to any other remedies Franchisor may have

14 TRANSFER OF INTEREST

14 1 Transfer by Franchisor Franchisor shall have the nght to transfer or assign all or any part of its rights 
or obhgations under this Agreement to any Person or Entity without the consent or approval of Franchisee 
With respect to any assignment which results in the subsequent performance by the assignee of all of 
Franchisor's obhgations under this Agreement, the assignee shall expressly assume and agree to perform the 
obligabons, and shall become solely responsible for all obligahons, of Franchisor under this Agreement from 
the date of assignment Franchisor and or its Afhhates may sell their assets, the Daphne’s Marks, or Daphne's 
System, may sell secunties in a public offering or m a private placement, may merge, acquire other 
corporations, or be acquired by another corporation, and may undertake a refmancmg, recapitahzation, 
leveraged buy-out, or other economic or finanaal restructuring all without the consent or approval of 
Franchisee
14 2 Assignment by Franchisee Franchisee acknowledges and agrees that the rights granted to Franchisee
under this Agreement are personal and are granted m rehance upon, among other considerations, the 
mdividual or collective character, skill, aptitude, attitude, experience, busmess ability and finanaal condition 
and capacity of Franchisee and, if Franchisee is an Enhty, that of the Owners Accordingly, to protect Daphne's 
System, the Daphne's Marks, Daphne's Trade Secrets and the goodwill assoaated with them. Franchisee shall 
not offer, sell, or negotiate the sale of its rights under this Agreement to any thud party, either in Franchisee's 
own name or m the name and/or on behalf of Franchisor, except as otherwise provided m this Agreement 
Franchisee acknowledges and agrees that Franchisee has no right, by operation of law or otherwise, to sell, 
assign, transfer, pledge, donate, encumber or otherwise deal with, directly or mdirectly (i) any mterest m this 
Agreement, or (ii) the nght to use Daphne's System or the Daphne's Marks (an "Assignment") without 
Franchisor's prior wntten consent Franchisor shall not unreasonably withhold its consent to an Assignment 
if, in Franchisor's judgment. Franchisee satisfies the condihons to the Assignment identified m this Agreement

14 21 Unless the Parties otherwise agree m writing. Franchisee shall not make any Assignment of 
this Agreement except m conjunction with a concurrent Assignment to the same approved assignee of all 
Daphne's Restaurants then ovmed and operated by Franchisee As a condition to Franchisor's consent to an 
Assignment, the assignee must execute Franchisor's Then-Current form of Franchise Agreement for each 
Franchised Restaurant sold to the assignee Further, without Franchisor's prior wntten consent, which may be 
withheld by Franchisor m its discretion (i) Franchisee shall not offer for sale or transfer at public or private
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auction any of the rights of Franchisee under this Agreement, and (ii) Franchisee shall not, directly or 
mduectly, pledge, encumber, hypotliecate or otherwise grant any third party a security mterest in this 
Agreement in any manner whatsoever To the extent that the foregoing prohibition may be ineffective under 
Appbcable Law, Franchisee shall provide not less than ten (10) days' prior written notice (which nohce shall 
contam the name and address of the secured party and the terms of the pledge, encumbrance, hypothecation 
or security mterest) of any pledge, encumbrance, hypothecation or security interest in this Agreement

14 2 2 For purposes of this Agreement, each of the foUowmg events is an Assignment subject to the 
conditions to Assignment identified in this Agreement (i) the death or mcapacity of any Owner, (ii) the offer 
or sale of securities of Franchisee pursuant to a transaction subject to registration under applicable securibes 
laws or by private placement pursuant to a written offermg memorandum, (ui) the sale, assignment, transfer, 
conveyance, gift, pledge, mortgage, or other encumbrance of more than twenty percent (20%) m the aggregate, 
whether m one or more transactions, of the Equity or votmg power of Franchisee, by operation of law or 
otherwise or any other events or transactions which, directly or mdirectly, effectively changes control of 
Franchisee, (iv) the issuance of any securities by Franchisee which itself or m combmation with any other 
transactions results m the Owners, as constituted on the Effective Date, ownmg less than fifty percent (50%) 
of the outstandmg Equity or votmg power of Franchisee, and (v) any merger, stock redemption, consohdation, 
reorganization, recapitalization or other transfer of control of the Franchisee, however effected Franchisee 
shall promptly provide Franchisor with written notice (stating the mformation that Franchisor may from time 
to time require) of each and every transfer, assignment and encumbrance by any Owner of any direct or 
mdirect Equity or votmg rights m Franchisee, notwithstandmg that such transfer, assignment, or encumbrance 
may not constitute an "Assignment" as defined under this Article 14

14 2 3 Neither Franchisor's right of first refusal nor the other conditions of Assignment shall apply 
to a transfer by Franchisee of all of Franchisee's rights under this Agreement to a newly-formed corporation, 
hmited liabihty company or other busmess Entity provided all of tlie Equity or votmg mterests of the new 
busmess Enhty are owned by the same Owners (a "Qualified Assignment') Any attempted or purported 
Assignment which fails to comply with the requirements of this Article 14 shall be null and void and shall 
constitute a Default under this Agreement

14 3 Right of First Refusal Except with respect to a "Qualified Assignment', if Franchisee or an Owner 
receives a bona hde written offer ("Third Party Offer") from a third party (the "Proposed Buyer") to purchase 
or otherwise acquire any mterest m Franchisee which will result m an Assignment withm the meamng of this 
Agreement, Franchisee or the Proposed Buyer shall, withm five (5) days after receivmg the Third Party Offer 
and before acceptmg it, apply to Franchisor m writmg for Franchisor's consent to the proposed Assignment 
To consbtute a bona fide wntten offer, the Third Party Offer must also apply to purchase or otherwise acquire 
all Daphne's Restaurants then owned and operated by Franchisee, or its Affiliates

14 3 1 Franchisee, or the Proposed Buyer, shall attach to its appbcation for consent to complete the 
Assignment a copy of the Third Party Offer together with (i) mformation relabng to the proposed transferee's 
experience and qualificabons, (ii) a copy of the proposed transferee's current fmancial statement, and (iii) any 
other mformation material to the Third Party Offer, proposed transferee and proposed Assignment or that 
Franchisor requests

14 3 2 Franchisor or its nommee shall have the right, exercisable by written notice ("Purchase 
Notice") given to Franchisee or the Proposed Buyer, within thirty (30) days following receipt of the Third Party 
Offer, all supportmg mformation, and the appbcation for consent, to notify Franchisee or the Proposed Buyer 
that it will purchase or acquire the rights, assets. Equity or mterests proposed to be assigned on the same terms
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and conditions set forth in the Third Party Offer, except that Franchisor may (i) substitute cash for any form 
of payment proposed in the offer discounted to present value based upon the rate of mterest stated in the 
Third Party Offer, and (u) deduct from the purchase price the amount of all amounts then due and owing from 
Franchisee to Franchisor under this Agreement or otherwise

14 3 3 If Franchisor or its nominee elects to purchase or acquire the rights, assets, Equity or mterests 
proposed to be assigned to the Proposed Buyer, the closmg shall take no later than sixty (60) days followong 
the date that the Purchase Notice was issued by Franchisor

14 3 4 If Franchisor does not elect to purchase or acquire the nghts, assets, Eqiuty or interests 
proposed to be assigned to the Proposed Buyer, the closmg of the sale to the Proposed Buyer shall take no later 
than nmety (90) days following the date that the Third Party Offer was received by Franchisee If there is any 
material change in the terms of the Third Party Offer before the closing of the sale. Franchisor shall have a 
right of first refusal to accept the new terms subject to the conditions stated m this Section 14 3

14 4 Condifaons of Assignment to Third Party As a condition to obtaining Franchisor's consent to an 
Assignment, all of the following conditions must be satisfied

14 41 The Proposed Buyer must submit a completed franchise application to Franchisor and meet 
Franchisor's Then-Current qualificahons for new Daphne's Franchisees, includmg qualifications pertainmg to 
fmancial condition, credit ratmg, experience, moral character and reputation

14 4 2 Franchisee must be m Good Standing on the date consent is requested and until the date of 
closmg of the Assignment

14 4 3 The sales price of the mterest to be conveyed must not be so high, or the terms of the sale so 
onerous, that, m the judgment of Franchisor, the Proposed Buyer will be unlikely to meet the Proposed Buyer's 
financial and other obbgations to Franchisor, third party suppliers and creditors following the closmg 
Franchisor shall have no Lability to either Franchisee or the Proposed Buyer if Franchisor approves the 
Assignment and the Proposed Buyer thereafter experiences fmancial difficulties

14 4 4 The Proposed Buyer must sign Franchisor's Then-Current form of Franchise Agreement, the 
terms of which may differ materially from any and all of the terms contamed m this Agreement, and which 
shall supersede this Agreement m all respects, except that the term of replacement Franchise Agreement shall 
be the remammg term of this Agreement In exchange for signmg the Then-Current Franchise Agreement, the 
Proposed Buyer shall receive the nghts provided for m this Agreement If the Proposed Buyer is an Entity, 
each owner and each owner's spouse of the Proposed Buyer shall jomtly and severally guarantee the Proposed 
Buyer's performance of its obbgations m the Then-Current Franchise Agreement under a Guarantee m the 
form of Exhibit C If Franchisor is not offermg new Daphne's Franchises, is m the process of revismg, 
amending or renevsong Franchisor's form of Franchise Agreement or franchise disclosure document or is not 
lawfully able to offer Franchisor's Then-Current form of Franchise Agreement at the tune of an Assignment, 
Franchisor may offer to amend this Agreement, upon terms and conditions that will be established by 
Franchisor and the Proposed Buyer at that time, or may offer to amend the Term on substantially the terms 
and conditions set forth ui this Agreement on a month-to-month basis for as long as Franchisor deems 
necessary or appropriate so that Franchisor may subsequently offer and uhlize a Then-Current form of 
Franchise Agreement
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Franchisee will remain subject to all obligations stated m this Agreement that expressly, or by 
imphcation due to their nature, survive the Assignment, termination or expiration of this Agreement, 
mcludmg, without bmitahon, the provisions prohibiting competition, non-interference and non-disclosure of 
Confidential Information

1445 
due

14 4 6 Franchisee and the Proposed Buyer shall execute a General Release of all known and 
unknown liabiLhes, demands, costs, expenses, damages, claims, actions and causes of action, of whatever 
nature, character or descnphon, that they have, may have or believe to have agamst Franchisor and its 
Affihates and their officers, directors, agents, shareholders and employees as of the date of the General Release, 
in a form acceptable to Franchisor

14 4 7 At the tune the Proposed Buyer submits a complete transfer application to Franchisor, 
Franchisee shall pay Franchisor the Transfer Fee to apply agamst Franchisor's admmistrative and other costs 
to process the Assignment

14 4 8 Franchisee must simultaneously transfer its nghts m all contracts for which continuation is 
necessary for operation of the Franchised Restaurant to the Proposed Buyer and satisfy any separate conditions 
to obtam any third party consents required for the Assignment of Franchisee's rights to the Proposed Buyer 
The Proposed Buyer must execute all other documents and agreements required by Franchisor to consummate 
the Assignment All required third party consents to the Assignment must be obtained

14 4 9 Franchisee's right to receive the sales proceeds from the Proposed Buyer in consideration of 
the Assignment shall be subordinate to the obligations of the Proposed Buyer owed to Franchisor and its 
Affihates under, or piusuant to, this Agreement or any other agreement All contracts by and between 
Franchisee and the Proposed Buyer shall expressly include a subordination provision permittmg payment of 
the sales proceeds to Franchisee only after any outstanding obbgahons owed to Franchisor and its Affihates 
are fully satisfied

14 410 Except when the transferee is an existmg Daphne's Franchisee, the Proposed Buyer and a 
supervisorial or managerial employee of the Proposed Buyer who will have general management and 
supervisory responsibihties for the Franchised Restaurant, must complete to Franchisor's sole satisfaction 
Franchisor's Initial Traming Program prior to the effective date of the Assignment

14 411 The Proposed Buyer must conform the Franchised Restaurant with Franchisor's Then-Current 
appearance and design standards and equipment specifications apphcable to new Daphne's Restaurants

14 412 Franchisee must sign a guarantee personally guaranteemg the Proposed Buyer's obhgations 
under the new Franchise Agreement m favor of Franchisor

14 5 Death or Incapacity In the event of the death or incapacity of an Owner, the spouse, heirs or personal 
representative of the deceased or mcapacitated Owner, or the remainmg Owners (the "Successor") shall have 
one hundred eighty (180) days from the date of death or incapacity in which to (i) purchase the interest of the 
deceased or incapacitated Owner, or (ii) complete an Assignment of the interest of the deceased or 
mcapacitated Owner to a qualified, approved third party, subject to the provisions of this Article 14 If a 
Successor has not purchased the interest of the deceased or incapacitated Owner or completed an Assignment 
of the interest of the deceased or incapacitated Owner to a quahfied, approved third party withm one hundred 
eighty (180) days from the date of death or mcapacity. Franchisor may terminate this Agreement
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14 6 Transfer by Franchisee in Bankruptcy. Franchisor's Rights If, for any reason, this Agreement is not
termmated pursuant to Section 161 and instead the Assignment and assumption of this Agreement to and by 
any Person or Entity who has made a bona fide offer to accept an Assignment of it is contemplated pursuant 
to the United States Bankruptcy Code, then notice of the proposed Assignment and assumption, which shall 
set forth (i) the name and address of the proposed assignee, and (ii) all of the terms and conditions of the 
proposed Assignment and assumption, jshall be given to Franchisor within twenty (20) days after receipt of 
the proposed assignee's offer to accept Assignment of this Agreement Further, within ten (10) days pnor to 
the date application is made to a court-of competent junsdiction for authority and approval to enter into the 
Assignment and assumption. Franchisor shall have the prior nght and option, to be exercised by notice given 
at any time prior to the effective date of the proposed Assignment and assumption, to accept an Assignment 
of this Agreement to Franchisor itself upon the same terms and conditions and for the same consideration, if 
any, as in the bona fide offer made by the proposed assignee, which consideration shall be reduced by the 
amount of any brokerage commissions which may be payable by Franchisee out of the consideration to be 
paid by tlie assignee for the Assignment of this Agreement

14 7 Restriction on Publicly Traded and Pnvate Securities Securities, partnership or other ownership 
mterests in Franchisee may not be offered to the pubbc under the Securities Act of 1933, as amended, nor may 
they be registered under the Securihes Exchange Act of 1934, as amended, or any comparable federal, state or 
foreign law, rule or regulation Such interests may be offered by private offering or otherwise only with the 
pnor written consent of Franchisor, which consent shall not be unreasonably withheld All matenals required 
for any pnvate offermg by federal or state law shall be submitted to Franchisor for a limited review as 
discussed below pnor to bemg filed with any governmental agency, and any materials to be used m any 
exempt offering shall be submitted to Franchisor for such review pnor to their use No offering by Franchisee 
shall imply that Franchisor is participating m an underwntmg, issuance or offering of secunties of Franchisee 
or Franchisor, and Franchisor's review of any offermg materials shall be limited solely to the subject of the 
relationship between Franchisee and Franchisor, and its Affiliates Franchisor may, at its option, require 
Franchisee's offermg materials to contam a written statement prescnbed by Franchisor concemmg the 
Limitations described m the precedmg sentence Franchisee, its Owners and other participants m the offermg 
must fully agree m wntmg to defend and mdemnify Franchisor, its Affiliates, their respective partners and the 
officers, du-ectors, manager(s) (if a limited liability company), shareholders, members, partners, agents, 
representatives, mdependent contractors, servants and employees of each of them, from and agamst any and 
all losses, costs and liability m connection with the offermg and shall execute any documentation required by 
Franchisor to further evidence this mdemnity For each proposed offering, Franchisee shall pay to Franchisor 
a non-refundable fee of $10,000, which shall be m addition to any Transfer Fee under any Franchise Agreement 
and/or Development Agreement or such greater amount as is necessary to reimburse Franchisor for its 
reasonable costs and expenses associated with reviewmg the proposed offermg, mcludmg wathout limitation, 
legal and accountmg fees Franchisee shall give Franchisor written notice at least thirty (30) days prior to the

15 COVENANTS

15 1 No Pnor Experience. Information or Knowledge Franchisee specifically acknowledges and agrees 
that prior to becommg a franchisee of Franchisor, Franchisee had no experience, mformation or knowledge 
whatsoever about operating a restaurant that offers and sells Greek or Mediterranean appetizers, sandwiches, 
wraps, salads, platters or side dishes as its primary menu item or a Daphne's Restaurant and that Franchisee's 
knowledge of the Confidential Information was obtained solely from Franchisor, following Franchisee's
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training by Franchisor and Franchisee's subsequent operation of the Franchised Restaurant under this 
Agreement In addition. Franchisee speafically acknowledges and agrees that, pursuant to this Agreement, 
Franchisee wiU receive valuable specialized traming and confidenhal mformation, mcluding, without 
limitation. Confidential Information regardmg the operational, sales, promotional, and marketmg methods 
and techniques of Franchisor and Daphne's System, which are unique and proprietary to Franchisor, derive 
independent economic value from not being generally known to the pubbc and are the subject of Franchisor's 
efforts and that are reasonable under the circumstances to mamtain their secrecy

15 2 Non-Compehtion durmg Term of Agreement Franchisee and each Restncted Person covenants that
during the Term, except as otherwise approved m writmg by Franchisor, Franchisee and each Restricted 
Person shall not, either directly or mduectly, for itself, or through, on behalf of, or m conjunction with any 
Person, or Enhty (i) divert or attempt to divert any present or prospective Daphne's California Greek customer 
to any Competitive Busmess, by direct or mdirect inducement or otherwise, or do or perform, directly or 
mdirectly, any other act mjurious or prejudicial to the goodwill associated with the Daphne’s Marks and 
Daphne's System, (ii) employ or sock to employ any Person who is or has been within tho-pieecdmg ninety 
(90) da^^s employed by Franchisor or an Afhliatc of Franchisor-as a supervisorial or mnnagcrinl ompleyce, or 
othorv\'iGO directly or indiiocth' induce the Person to leave-his or her employment, or (iii) own (either 
beneficially or of record), engage in or render services to, whether as an investor, partner, lender, director, 
officer, manager, employee, consultant, representative or agent, any Competitive Business, provided, 
however, the restrictions stated in this Section 15 2 shall not apply to any Restricted Person after two (2) years 
from the date the Restncted Person ceases to be an officer, director, shareholder, member, manager, trustee, 
owner, general partner, employee or otherwise associated in any capacity with Franchisee

15 3 Non-Competition after Expirabon or Termination of Agreement Except as Franchisor otherwise 
approves m writing, commencmg upon the date of (i) an Assignment permitted under Article 14, (ii) the 
Expiration Date, (iii) the termination of this Agreement (regardless of the cause for termmation), or (iv) a fmal 
court order (after all appeals have been taken) with respect to any of the foregomg events or with respect to 
enforcement of this Section 15 3. and continuing for an uninterrupted penod of two (2) years thereafter. 
Franchisee and each Restricted Person shall not, own (either beneficially or of record), engage in or render 
services to, whether as an investor, partner, lender, director, officer, manager, employee, consultant, 
representative or agent, any Competihve Business located at the Franchised Location or within hve (5) miles 
of the Franchised Location or any other Daphne's Restaurant, provided, however, the restrictions stated in this 
Sechon 15 3 shall not apply to any Restricted Person after two (2) years from the date the Restricted Person 
ceases to be an officer, director, shareholder, member, manager, trustee, owner, general partner, employee or 
otherwise assoaated in any capacity with Franchisee

15 4 Violation of Covenants If Franchisee or any Restncted Person shall commit any violation of Section 
15 3 durmg the two (2) year penod following (i) the termination or expiration of this Agreement, (ii) the 
occurrence of any Assignment during tlie Term, (lu) the cession of the Restricted Person's relationship with 
Franchisee, or (iv) a final court order (after all appeals have been taken) with respect to any of the foregomg 
events or with respect to enforcement of Section 15 3. m addition to all other remedies available to Franchisor, 
Franchisee or the Restricted Person shall pay Franchisor, throughout the twenty-four (24) month penod, five 
percent (5%) of the revenue derived by Franchisee from the sale of all products and services and all other 
income of every kmd and nature ("Post Termination Gross Sales") of the Competitive Busmess Franchisee 
shall account for and pay the five percent (5%) of the Post Termmation Gross Sales to Franchisor on the 
fifteenth day of each calendar month on the Post Termmation Gross Sales of the Competitive Busmess durmg 
the precedmg calendar month Franchisor shall have the right to audit the books and records of the competing

\\F«;)\3D[is\lhsmh\CDM&2lb-6\ I5IS930 c 
20I9!m\1CFC FDD 
IRANCHISE AGRbEMENT



business m accordance with Section 12 3 to confirm Franchisee's compliance with this Section 15 4. upon prior 
notice to Franchisee

15 5 Exceptions to Covenants Section 15 2 and Section 15 3 shall not apply to ownership by Franchisee or 
a Restricted Person of a less than five percent (5%) beneficial interest in the outstanding equity securities of 
any Competitive Business registered under the Securities Act of 1933 or the Securities Exchange Act of 1934 
Further, none of the provisions in this Article 15 are intended to prohibit or restrict any activity which 
prohibition or restriction violates Franchisee's employees' rights to engage in protected concerted activity 
under the National Labor Relations Act

15 6 Reducing Scope of Covenants Franchisee understands and acknowledges that Franchisor shall have 
the right, m its sole discretion, to reduce the scope of any covenant set forth in Sechon 15 3. or any porhon of 
them, without Franchisee's consent, effective immediately upon receipt by Franchisee of written notice of such 
reduction, and Franchisee agrees that it shall comply unmediately with any covenant as so modified, which 
shall be fully enforceable

15 7 Reasonable Good Faith Estimate The Paities acknowledge and agree that it would be impossible and 
impracticable to determine the precise amount of damages and expenses Franchisor will mcur if Franchisee or 
any Restncted Person shall commit any violation of Section 15 3 dunng the two (2) year period followmg (i) 
the termination or expiration of this Agreement, (ii) the occurrence of any Assignment dunng the Term, (in) 
the cession of the Restncted Person's relationship with Franchisee, or (iv) a final court order (after all appeals 
have been taken) with respect to any of the foregoing events or with respect to enforcement of Section 15 3 due 
to the complications inherent m determining the amount of revenue lost by Franchisor because of the 
uncertainty regarding the number of months left to complete the Term then in effect, the uncertainty regardmg 
the Gross Sales of the Franchised Restaurant dunng the remainder of that Term, the amount of Royalty Fees 
Franchisee would have paid Franchisor based upon the Gross Sales of the Franchised Restaurant and the hke 
as well as the amount of the fees that Franchisor will collect from Franchisee upon the occurrence of the 
circumstances descnbed m Section 15 3 The Parties further acknowledge and agree that the five percent (5%) 
fee of Post Termmation Gross Sales is a reasonable, good faith estimate of those damages

15 8 Covenants from Individuals Upon demand by Franchisor, Franchisee shall obtain and furnish to 
Franchisor executed covenants similar in substance to those set forth m this Article 15 (includmg covenants 
applicable upon the termination of a Person's relationship with Franchisee) from aU Owners Every covenant 
required by this Section 15 8 shall be in a form acceptable to Franchisor, and shall include, without limitation, 
a designation of Franchisor as a third party beneficiary of the covenants with the independent right to enforce 
them

1-5-9----- Interference with Employment Relations Without Fianchisor's prior written consent, during the
Term-and fer-a-ponod of twenty four (24) montlis follo\^^ng the teimination, expiration or nenioncwa-l-of this 
Agreement, or if there shall occur an Assignment, neither Franchisee, its O\s'nor(s) or their respective Affiliates, 
officers, directors oi managers, oi any of them, shall in any capacity whatsoever, cither directly or indirectly, 
hireT-sohcit or encourage to leave the employment of Franchisor, or any of its Affiliates, oi any licensee oi 
Daphne's Fianehisco, any employee of Frandnsor oi its-Affiliatcs (oi any-Person who the persons knew or 
should have known-was an employcc-of-any lieensee or Daphne's Fianchisee) or hii e any employee who has 
left the employment of Fi anehisor, or any of its-Affiliatos (or any licensee or- Daphne^s Fi anchtsee) within one 
(1) year of-the teimination -ef-thc employee's employment with Franchisoi, or any ot its Affiliates or its 
Lieenseos or Dnphne^s Franchisees 1
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15 914 Effect of Applicable Law In the event any portion of the covenants in this Article 15 violates laws 
affecting Franchisee, or is held invabd or unenforceable in a final judgment to which Franchisor and Franchisee 
are parties, then the maximum legally allowable restriction permitted by Appbcable Law shall control and 
bmd Franchisee Franchisor may at any time unilaterally reduce the scope of any part of the above covenants, 
and Franchisee shall comply with any reduced covenant upon receipt of wntten notice The provisions of this 
Article 15 shall be in addition to and not m lieu of any other confidentiabty obbgation of Franchisee, or any 
other Person, whether pursuant to another agreement or pursuant to Appbcable Law

15 103 Business Practices Franchisee shall comply with and/or assist Franchisor to the fullest extent possible 
m Franchisor's efforts to comply with Executive Order 13224 issued by the President of the United States, the 
USA Patriot Act, and all other present and futiue federal, state and local laws, ordmances, regulations, policies, 
bsts and any other requirements of any Governmental Authority addressmg or m any way relatmg to terrorist 
acts and acts of war (the "Anh-Terronsm Laws") In connection with its compbance. Franchisee certifies, 
represents and warrants that none of Franchisee's property or mterests are subject to bemg "blocked" under 
any of the Anti-Terronsm Laws and that Franchisee is not otherwise m violation of any of the Anti-Terrorism 
Laws Any violation of the Anti-Terronsm Laws by Franchisee or Franchisee’s employees or any "blockmg" 
of Franchisee's assets under the Anti-Terrorism Laws constitute grounds for immediate termmation of this 
Agreement and any other agreements Franchisee has entered into with Franchisor or any of its Affibates, m 
accordance with the provisions of Section 16 2

15 ns Survival The provisions of this Arhcle 15 shall survive the expiration and termination of this 
Agreement and shall not limit, restram or otherwise affect any right or cause of action which may accrue to 
Franchisor for any mfrmgement of, violation of, or mterference with, this Agreement; or the Daphne's Marks, 
Daphne's System, the Confidential Information, Daphne's Trade Secrets, or any other proprietary aspects of 
Franchisor's business
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DEFAULT AND TERMINATION

16 1 Termination In the Event of Franchisee's Bankruptcy or Insolvency Franchisee shall be deemed 
to be in Default under this Agreement, and all rights granted to Franchisee of this Agreement shall 
automahcally termmate without notice to Franchisee if (i) Franchisee or its Principal Owner becomes insolvent 
or make a general assignment for the benefit of creditors, (ii) a petition in bankruptcy is hied under any foreign, 
state or United States Bankruptcy Act by Franchisee or its Principal Owner or if a petition is hied against and 
not opposed by Franchisee or its Principal Owner, (in) Franchisee or its Principal Owner is adjudicated as 
bankrupt or insolvent, (iv) a bill m equity or other proceedmg for the appointment of a receiver of Franchisee 
or its Principal Owner or other custodian for the Franchised Restaurant is hied and consented to by Franchisee 
or its Principal Owner, (v) a receiver or other custodian (permanent or temporary) of Franchisee's or its 
Principal Owner's assets or property, or any part of them, is appointed by any court of competent jurisdichon, 
(vi) proceedings for a composition with creditors under any Apphcable Law is instituted by or against 
Franchisee or its Principal OviTier. (vii) a final judgment m excess of $100,000 agamst the Franchised Restaurant 
remains unsatished or of record for thirty (30) days or longer (unless a supersedeas bond is hied), (viii). 
Franchisee or its Principal Owner admits Franchisee or its Pnncipal Oumer is unable to generally pay 
Franchisee's or its Principal Ownei's debts as they become due, (ix) execution is levied against the Franchised 
Restaurant or property, (x) suit to foreclose any hen or mortgage against the Franchised Restaurant, the 
Franchised Location or the equipment of the Franchised Restaurant is mshtuted against Franchisee or its 
Principal Owner and not dismissed within thirty (30) days, or (xi) if the Franchised Restaurant or the 
Franchised Locahon shall be sold after levy thereupon by any sheriff, marshal, or constable

16 2 Ophon to Terminate Without Opportunity to Cure Franchisee shall be deemed to be m Default and 
Franchisor may, at its option, terminate this Agreement and all rights granted under this Agreement, without 
affordmg Franchisee any opportunity to cure the Default, effective immediately upon receipt of notice by 
Franchisor upon the occurrence of any of the following events

1621 If Franchisee Abandons the Franchised Restaurant or loses the right to possession of the 
Franchised Location, or otherwise forfeits the right to do or transact busmess in the junsdiction where the 
Restaurant is located

16 22 If Franchisee purports to make any Assignment without the prior written consent of 
Franchisor

16 2 3 If Franchisee Defaults in any obhgahon as to which Franchisee has previously received three 
(3) or more written notices of Default from Franchisor setting forth the Default complamed of within the 
preceding twelve (12) months

16 2 4 If Franchisee makes any matenal misrepresentations m connection with the execution of this 
Agreement or the operations of the Franchised Restaurant

16 2 5 If Franchisee fails, for a period of ten (10) days after havmg received nohficahon of 
noncomphance from Franchisor or any Governmental Authority, to comply mth any Federal, state or local 
law or regulation applicable to the operation of the Franchised Restaurant

201% MCFC FDD 
FRANCHISE AGREEMENT



16 2 6 If Franchisee's operation of the Franchised Restaurant constitutes an imminent danger to the 
pubhc health or if Franchisee sells unauthorized products to the public after Notice of Default and thereafter 
sells the products, whether or not Franchisee has cured the Default after one or more notices

16 2 7 If an audit or mvestigation conducted by Franchisor discloses that Franchisee has knowmgly 
maintained false books or records, or submitted false reports to Franchisor, or knowingly understated its Gross 
Sales or withheld the reporting of the same as provided m this Agreement

16 2 8 If Franchisee or any of its Owners, are convicted of or plead guilty or nolo contendere to a felony 
or any other crime or offense that is reasonably bkely, m the sole opmion of Franchisor, to adversely affect 
Franchisor's reputation. Daphne's System, the Daphne's Marks or the goodwill associated with the same, 
however, if the crime or offense is committed by an Owner other than the Principal Owner, Franchisor may 
only termmate this Agreement under this Section 16 2 8 if the convicted Owner fails to sell its interest m 
Franchisee to Franchisee's other Owners withm thirty (30) days after the conviction or guilty plea

16 2 9 If Franchisee matenally misuses or makes any unauthorized use of the Daphne's Marks or 
otherwise materially impairs either the goodwill associated with them or Franchisor's rights in them, or takes 
any action which reflects matenally and unfavorably upon the operation and reputation of the Franchised 
Restaurant or Daphne's California Greek chain generally

16 2 10 If Franchisee makes any unauthorized use, disclosure, or duphcation of Daphne's Trade 
Secrets or Confidential Information

16 2 11 If Franchisee fails to purchase and maintain m inventory the types and quantities of Branded 
Products, Proprietary Products or Non-Propnetary Products necessary to meet reasonably anticipated 
consumer demand

16 2 12 If Franchisee purchases or purports to purchase Branded Products or Proprietary Products or 
Non-Proprietary Products from other than an Approved Supplier and fails to cease use of the non-complymg 
product within three (3) days after having received notificahon from Franchisor to do so

16 213 If Franchisee sells or attempts to sell any products other than Authorized Products at the 
Franchised Restaurant and fails to cease to do so within three (3) days after havmg received notihcation from 
Franchisor to do so

16 214 If Franchisee Defaults m any obligation under this Agreement that by its nature is not capable 
of being cured by Franchisee

16 215 If Franchisee fails to meet the site selection requu-ements, enter a Lease or Open the Franchised 
Restaurant withm the applicable time periods provided for m this Agreement

16 2 16 If, within ten (10) days after receipt of wntten notice from Franchisor that any required 
payment is overdue. Franchisee fails to make the payment to Franchisor, its Afhbates, or, to Franchisee s 
landlord, suppbers, creditors or employees unless, with respect to Franchisee’s suppliers, creditors or 
employees. Franchisee notifies Franchisor of the existence on a bona fide dispute and takes immediate action 
to resolve it
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16 2 17 If Franchisee fails to make timely payments upon any obbgation of Franchisee upon which 
Franchisor has advanced any funds for or on behalf of Franchisee, or upon which Franchisor is acting as a 
guarantor of Franchisee, or Default upon or breach of any provision of any promissory note or other evidence 
of mdebtedness or any agreement relating to this Agreement concerning any obligation of Franchisee which 
anses from the Restaurant ,

16 218 If Franchisee or the Owners use abusive language when communicatmg with Franchisor, 
Franchisor's staff or with customers, or denigrate Daphne's System or portray it. Franchisor or Franchisor's 
Constituents m an unflattering light on the Internet or otherwise

16 3 Terminafaon with Nohce and Opportunity to Cure Except for any Default by Franchisee under 
Section 161 or Section 16 2. and as expressly provided elsewhere m this Agreement, Franchisee shall have five 
(5) days, m the case of any monetary Default and ten (10) days in the case of any other type of [Default, 
foUowmg the receipt of a notice of Default (a "Notice of Default") demanding the cure of the Default and to 
provide evidence of the cure to Franchisor If any Default is not cured withm that time period, or any longer 
time period that Applicable Law may require or that Franchisor may specify in the Notice of Default, this 
Agreement and all rights granted in this Agreement shall automahcally termmate without furtlier notice or 
opportunity to cure

16 4 Reimbursement of Franchisor's Costs Upon a Default by Franchisee, all of Franchisor's costs and 
expenses arismg from the Default, mcluding reasonable attorneys' fees, shall be paid to Franchisor withm five 
(5) days after cure or upon demand by Franchisor whether or not the Default is cured

16 5 Cross-Default Any Default by Franchisee under the terms and conditions of this Agreement, any 
Area Development Agreement or any other agreement between Franchisor, or its Affiliates, and Franchisee, 
or Its Owners or Affibates, shall be deemed to be a Default of each and every other agreement In the event of 
termmahon, for any cause, of this Agreement or any other agreement between the Parties, Franchisor may, at 
its option, termmate any or all of the agreements

16 6 Nohce Required By Law Notwithstandmg anything to the contrary contamed m this Article 16. if 
any vabd Appbcable Law of a competent Governmental Authority havmg jurisdiction over this Agreement 
and the Parties shall bmit Franchisor's nghts of termination under this Agreement or shall require longer 
notice penods than those set forth above, this Agreement shall be deemed amended to conform to the 
minimum notice penods or restnctions upon termmahon required by that Appbcable Law Franchisor shall 
not, however, be precluded from contesting the vabdity, enforceabibty or appbcation of Appbcable Laws in 
any achon, hearmg or dispute relahng to this Agreement or the termmahon of this Agreement

16 7 Interim Management To protect Daplme's System, the Daphne's Marks, Daphne's Trade Secrets and 
the goodwill associated with the same, after Franclusor has given Franchisee wntten notice that Franchisee is 
in Default, Franchisor may (but is not obbgated to) assume mtenm management of the Franchised Restaurant 
durmg the pendency of any cure period or m beu of immediately termmahng this Agreement If Franchisor 
elects to assume mtenm management of the Franclused Restaurant, then (i) Franchisor's election will not 
relieve Franchisee of Franchisee's obbgahons under this Agreement, (ii) Franchisor will not be bable for any 
debts, losses, costs or expenses mcurred m the operahon of the Franchised Restaurant durmg any interim 
management period, (in) Franchisor will have the right to charge a reasonable fee for tlie management services, 
and (iv) Franchisee agrees to, and hereby does, mdemnify and hold Franchisor harmless against any and all 
clauns, demands, judgments, fmes, losses, babibhes, costs, amounts paid m settlement and reasonable
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expenses (including, but not limited to attorneys' fees) incurred m connection with the interim management 
of the Franchised Restaurant, other than those arising solely from the gross neghgence or willful misconduct 
of Franchisor

16 8 Delay by Force Majeure Franchisee shall provide Franchisor, within five (5) days after the occurrence 
of an event that Franchisee beheves is an event of Force Majeure, with notice of the specific nature and extent 
of the Force Majeure and an explanation as to how the event has delayed Franchisee's performance under this 
Agreement The determination of whether an event of Force Majeure has occurred shall be made by Franchisor 
upon Franchisor's assessment of the event causmg the delay Except as othei wise provided in this Agreement. 
iLff-Franchisor determmes that the Default is the result of an event of Force Majeure, the required date for 
performance by Franchisee shall be extended by the number of days equal to the number of days that the Force 
Majeure exists Franchisee shall provide Franchisor with conhnuing updates and all mformation requested by 
Franchisor regarding Franchisee s progress and dihgence m respondmg to and overcoming the event of Force 
Majeure

16 9 Temunafaon by Franchisee Franchisee may terminate this Agreement due to a material Default by 
Franchisor of its obhgations under this Agreement, which Default is not cured by Franchisor within sixty (60) 
days after Franchisor's receipt of prompt wntten nohce by Franchisee to Franchisor detailing the alleged 
Default with specificity, provided, that if the Default is such that it cannot be reasonably cured within such 
sixty (60) day period. Franchisor shall not be deemed in Default for so long as it commences to cure such 
Default withm sixty (60) days and dihgently contmues to prosecute such cure to completion Additionally, if 
the Default is the result of an event of Force Majeure, the required date for performance by Franchisor shall be 
extended by the number of days equal to the number of days that the Force Majeure exists If Franchisee 
termmates this Agreement pursuant to this Section 16 9. Franchisee shall comply with all of the terms and 
conditions of Article 17

17 OBLIGATIONS FOLLOWING TERMINATION OR EXPIRATION

17 1 General To protect Daphne's System, the Daphne's Marks, Daphne's Trade Secrets and the goodwill 
associated with the same, upon the termination or expiration of Franchisee's rights granted under this 
Agreement, Franchisee shall immediately cease to use all Daphne's Trade Secrets, Confidential Informahon, 
the Daphne's Marks, and any confusmgly similar trademark, service mark, trade name, logotype, or other 
commercial symbol or insignia Franchisee shall at its own cost immediately return the Manuals and all wntten 
matenals incorporatmg Daphne's Trade Secrets and all copies of any of the same to Franchisor Franchisee 
shall at its own cost make cosmetic changes to the Franchised Restaurant and the Franchised Location so that 
they no longer contain or resemble Franchisor's proprietary designs and shall remove all Daphne's California 
Greek identifymg materials and distinctive Daphne's California Greek cosmehc features and finishes, soffits, 
mterior wall coverings and colors, exterior fmishes and colors and signage from the Franchised Location that 
Franchisor may reasonably direct

17 2 Prior Payments Franchisor may retain all fees paid to Franchisor pursuant to this Agreement, and 
Franchisee shall immediately pay any and all amounts remaining due to Franchisor and its Affihates If this 
Agreement terminates due to a Default by Franchisee, the amounts to be paid by Franchisee shall mclude all 
damages, and costs, and expenses, including reasonable attorneys' fees, mcurred by Franchisor as a result of 
the Default, which obligation shall remain, until paid in full, a hen in favor of Franchisor against assets of the 
Franchised Restaurant In addition to the foregomg. Franchisee shall pay Franchisor, withm thirty (30) days 
following the date of termmation, an amount equal to the product of two (2) multiplied by the total Royalty
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Fees paid (or if unpaid, payable) by Franchisee during the twelve (12) months immediately precedmg the 
effective date of termmation to account for the actual damages that Franchisor shall suffer as a result of the 
termination of this Agreement during the tune period that Franchisor estunates will expire while Franchisor 
searches for a replacement franchisee for the Franchised Restaurant or for a replacement Daphne's Restaurant 
location m the trade area of the Franchised Restaurant The Parhes acknowledge and agree that it would be 
impossible and impracticable to determme the prease amount of damages Franchisor will mcur upon the 
termmation of this Agreement due to the complications inherent m determmmg the amount of revenue lost 
by Franchisor and the uncertamty regardmg the number of months that will expire while Franchisor searches 
for a replacement franchisee for the Franchised Restaurant or for a replacement Daphne's Restaurant location 
m the trade area of the Franchised Restaurant The Parties further acknowledge and agree that this calculation 
of Franchisor's potential damages is a reasonable, good-faith estunate of those damages If Franchisor is unable 
to make this calculation because of Franchisee's failure to report the Gross Sales of the Franchised Restaurant, 
Franchisor may estunate the Gross Sales of the Franchised Restaurant for the applicable period based upon 
the historical financial mformation available to Franchisor at that time

17 3 Termination of Obligations and Rights Followmg the termmation or expiration of this Agreement, 
any and all obligations of Franchisor to Franchisee under this Agreement shall immediately cease and 
termmate Likewise, any and all rights of Franchisee under this Agreement shall unmediately cease and 
termmate and Franchisee shall unmediately cease and thereafter refram from representmg itself as a then or 
former Franchisee or other Afhhate of Franchisor

17 4 Electronic Communications and Media The goodwill associated with all telephone and fax numbers, 
email addresses, domam names. Websites and web pages social media and other Internet addresses used m 
operation of the Franchised Restaurant ("Electronic Communications and Media") is an asset that belongs to 
Franchisor Franclusor shall have the option, exercisable by written notice withm thu"ty (30) days after the 
cancellation, termmation or expiration of this Agreement, to take an assignment of all Electroruc 
Communications and Media for the Franchised Restaurant If Franchisor exercises this option. Franchisee will 
be deemed to have assigned to Franchisor or Franchisor's designee all right, title and interest m and to these 
and/or services associated with the same Franchisee shall notify the telephone company, domam name 
registrars and all hstmg agencies of the cancellation, termmation or expiration of its right to use the Electrorac 
Communications and Media associated with the Franchised Restaurant, and shall authorize their transfer to 
Franchisor Franchisee hereby appomts Franchisor as its true and lawful agent and attomey-m-fact with full 
power and authority, for the sole purpose of takmg such action as may be necessary to effect an assignment of 
all Electromc Communications and Media for the Franchised Restaurant This power of attorney is coupled 
with an mterest and shall survive the cancellation, termmation or expiration of this Agreement Franchisee, by 
executmg this Agreement, authorizes Franchisor and hereby appomts Franchisor and all of Franchisor's 
officers as Franchisee's attomey-m-fact to direct the telephone company, domam name registrars and all hstmg 
agencies to transfer the same to Franchisor, should Franchisee fail or refuse to do so The telephone company, 
domam name registrars and all hstmg agenaes may accept this Agreement as conclusive evidence of 
Franchisor's exclusive rights to the Electronic Communications and Media and Franchisor's authority to duect 
their transfer Franchisee must sign the mstruments Franchisor requests to confirm the assignments and 
transfers to Franchisor Franchisee shall not be not entitled to any compensation from Franchisor if Franchisor 
exercises this option

17 5 Purchase Franchised Restaurant Assets Upon the expiration of this Agreement or the termmation of 
this Agreement for any Default of Franchisee, Franchisor shall have the option, to be exercised by wntten 
notice to Franchisee withm thirty (30) days after the Expiration Date or termination date, to purchase some or 
all of the assets of the Franchised Restaurant, regardless of whether the Franchised Restaurant is under
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construcbon or is Open and operating, and some or all of the assets of Franchisee related to the Franchised 
Restaurant that Franchisor elects to purchase (collectively, the "Franchised Restaurant Assets") The purchase 
price for the Franchised Restaurant Assets (the "Purchase Price") shall be the "Fair Market Value" of the 
Franchised Restaurant Assets as determined under this Section 17 5 'Fair Market Value" means the price that 
a willing buyer would pay to a willmg seller when neither is actmg under compulsion and when both have 
reasonable knowledge of the relevant facts on the date the ophon is first exercisable (the "Exercise Date") The 
Parties shall use their best efforts to mutually agree upon the Fair Market Value If they are unable to so agree 
withm thirty (30) days after the Exercise Date, Franchisor shall appoint, withm forty (40) days of tlie Exercise 
Date, one (1) appraiser, and Franchisee shall appomt within forty (40) days of the Exercise Date, one (1) 
appraiser The two (2) appraisers shall within a period of five (5) additional days, agree upon and appoint an 
additional appraiser The three (3) appraisers shall, within sixty (60) days after the appomtment of the third 
appraiser, determine the Purchase Pnce m writmg and submit their report to the Parties The Purchase Pnce 
shall be determmed by disregardmg the appraiser's valuation that diverges the greatest from each of the other 
two (2) appraisers' valuahons, and the arithmetic mean of the remaming two (2) appraisers' valuations shall 
be the Purchase Pnce The Parties shall each pay for the services of the appraiser they select, plus fifty percent 
(50%) of the fee charged by the third appraiser, and fifty percent (50%) of all other costs relatmg to the 
deterimnation of the Purchase Price The Purchase Pnce as so determined shall be payable as the Parties 
mutually agree If they are unable to so agree within ten (10) days after final determinahon of the Purchase 
Pnce, fifty percent (50%) of the Purchase Pnce shall be payable in cash and the remammg fifty percent (50%) 
of the Purchase Pnce shall be paid in eighty-four (84) equal monthly payments and shall bear mterest at a rate 
equal to the greater of the prime rate of interest, as published by the Western Edition of the Wall Street Journal, 
plus three percent (3%), OR ten percent (10%) per annum, but in no event in excess of the maximum rate 
permitted by Applicable Law Payment of the portion of the Purchase Price not paid m cash shall be secured 
by a security interest in the Franchised Restaurant Assets Any purchase of the Franchised Restaurant Assets 
shall mclude the assumption by Franchisor and the assignment by Franchisee, of the Lease for tlie Franchised 
Restaurant

17 6 Survival of Obligations Termmation or expiration of this Agreement shall be without prejudice to 
any other rights or remedies that Franchisor or Franchisee, as the case may be, shall have m law or m equity, 
mcludmg, without lumtahon, the nght to recover beneht of the bargam damages In no event shall a 
termmation or expiration of this Agreement affect Franchisee's obligations to take or abstam from takmg any 
action m accordance with this Agreement The provisions of this Agreement which by their nature or expressly 
constitute post-termination or post-expiration covenants and agreements, mcludmg the obligation of the 
Parties to attempt to resolve all disputes by mediation, shall survive the termmation or expiration of this 
Agreement

17 7 No Ownership of Daphne's Marks Franchisee acknowledges and agrees that the rights to the 
Daphne's Marks and the use of the Daphne's Marks shall be and remam the property of Franchisor Franchisee 
acknowledges and agrees that any use of the Daphne's Marks after the termmation or expiration of this 
Agreement shall constitute an unauthorized use of an identical mark and shall entitle Franchisor to damages 
due to, but not Limited to, trademark mfrmgement and counterfeiting

17 8 Government Filmgs If Franchisee has registered any of the Daphne's Marks or the name Daphne's 
Cabfomia Greek as part of an assumed, fictitious or corporate name. Franchisee shall promptly amend those 
registrations to delete the Daphne's Marks and any confusmgly similar marks or names
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INDEPENDENT CONTRACTOR AND INDEMNIFICATION

181 No Fiduciary Relafaonship This Agreement does not create a fiduciary relationship between the 
Parties Franchisee shall be an independent contractor, and nothmg in this Agreement is intended to constitute 
or appoint either Party an agent, legal representative, subsidiary, jomt venturer, partner, employee, or servant 
of the other for any purpose whatsoever

18 2 Public Notice of Independent Status Franchisee shall conspicuously identify itself in all dealings with 
Its customers, contractors, suppliers, public officials, and others, as an independent Franchisee of Franchisor, 
and shall place the notice of independent ownership on all forms Franchisor shall have the right to specify the 
language of any notice

18 3 Independent Contractor Franchisee acknowledges and agrees that it is not authonzed to make any 
contract, agreement, warranty, or representation on Franchisor's behalf, or to incur any debt or other 
obligahons in Franchisor’s name, and tliat Franchisor shall m no event assume liability for, or be deemed liable 
under this Agreement as a result of, any action, nor shall Franchisor be liable by reason of any act or omission 
of Franchisee m its conduct of the Franchised Restaurant or for any claim or judgment ansmg therefrom 
agamst Franchisee or Franchisor

18 4 Indemnification Franchisee and its Owners and Affiliates (collectively, the "Indemnitors") shall 
indemnify, defend and hold harmless to the fullest extent permitted by Appbcable Law, Franchisor and its 
Constituents (collectively, tlie "Indemmtees”), from any and all "Losses and Expenses" incurred in 
connection with any litigation or other form of adjudicatory procedure, claim, demand, mveshgahon, or 
formal or informal mquiry (regardless of whether same is reduced to judgment) or any settlement of them 
(collectively, an "Indemnifiable Claim”) which arises directly or mdirectly from, as a result of, or m 
connection with Franchisee's operation of the Franchised Restaurant and regardless of whether the 
Indemnifiable Claim or the Losses and Expenses resulted from any stnct or vicarious liabihty imposed by law 
on Franchisee, provided, however, that this mdemnity shall not apply to any babibty ansmg from the gross 
negbgence of Franchisor (except to the extent that joint babibty is mvolved, m which event the mdemnification 
provided for m this Section 18 4 shall extend to any fmdmg of comparative negbgence or contributory 
negbgence attnbutable to Franchisee) For the purpose of this Section 18 4. the term "Losses and Expenses" 
means and mclude compensatory, exemplary, or pumtive damages, fmes and penalties, attorneys' fees, 
experts' fees, court costs, costs associated with mvestigatmg and defendmg against clauns, settlement 
amounts, judgments, compensation for damages to a Party's reputation and goodwill, and all other costs 
associated with any of the foregomg Losses and Expenses

18 41 The Indemnitees shall give the bidemnitors prompt notice of any Indemmhable Claim of 
which the Indemnitees are aware for which indemnification is required under this Sechon 18 4 The notice 
shall specify whether the Indemnifiable Claim arises as a result of an Indemnifiable Claim by a third party 
against the Indemnitees (a "Third Party Claim") or whether the Indemmhable Claim does not result from an 
Indemmhable Claim by a third party against the bidemmtees (a "Direct Claim"), and shall also specify with 
reasonable particulanty (to the extent that the information is available) tlie factual basis for the Indemmhable 
Claim and the amount of the Indemmhable Claim, if known If, through the fault of the bidemmtees, the 
Indemnitors do not receive nohce of any Indemnifiable Claim m time to effectively contest the determmation 
of any Losses and Expenses susceptible of bemg contested, the bidemnitors shall be entitled to set off agamst 
the amount claimed by the Indemnitees the amount of any Losses and Expenses mcurred by the Indemnitors 
resultmg from the Indemnitees' failure to give such nohce on a timely basis
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18 4 2 With respect to Third Party Claims, the Indemnitors shall have the nght, at their expense and 
at their election, to assume control of the negohation, settlement and defense of Third Party Claims through 
counsel of their choice The election of the Indemnitors to assume such control shall be made within thirty (30) 
days after the Indemnitors' receipt of notice of a Third Party Claim If the Indemnitors elect to assume control, 
the Indemnitors shall do so at the Indemnitors' sole expense The Indemnitees shall have the nght to be 
mformed and consulted with respect to the negotiation, settlement or defenses of the Third Party Claim and 
to retam counsel to act on the Indemnitees' behalf, at the Indemnitees' sole expense, unless the Indemnitors 
consent to the retention of the Indemnitees' counsel at the Indemnitors' expense or unless the Indemnitors and 
the Indemnitees are both named in any action or proceedmg and the representation of both tlie Indemnitors 
and the Indemnitees by the same counsel would be appropriate because of the absence of any actual or 
potential differing mterests between them (such as the availability of different defenses)

18 4 3 If the Indemnitors elect to assume control, but thereafter fail to defend the Third Party Claim 
withm a reasonable hme, the Indemnitees shall be enhtled to assume control and the Indemnitors shall be 
bound by the results obtained by the Indemnitees with respect to the Third Party Claim If any Third Party 
Claim IS of a nature that the Indemnitees are required by Apphcable Law to make a payment to any claimant 
with respect to the Third Party Claim before the completion of settlement negotiations or related legal 
proceedmgs, the Indemnitees may make such payment and the Indemnitors shall, within thirty (30) days after 
demand by the Indemnitees, reimburse the Indemnitees for the amount of the payment If the Indemnitees' 
liabibty under the Third Party Claim, as fmally determined, is less than the amount paid by the Indemnitors to 
the Indemnitees, the Indemnitees shall, within thirty (30) days after receipt of the difference from the claimant, 
pay the difference to the Indemnitors

18 4 4 If the Indemnitors fail to assume control of the defense of any Third Party Claim, the 
Indemnitees shall have the exclusive nght to consent, settle or pay the amount claimed Whether or not the 
Indemnitors assume control of the negotiation, settlement or defenses of any Thud Party Claim, the 
Indemnitors shall not settle any Third Party Claim without the written consent of the Indemnitees, which 
consent shall not be unreasonably withheld or delayed The Indemnitees and the Indemnitors shall cooperate 
fully with each other with respect to Third Party Claims, and shall keep each other fully advised with respect 
to Third Party Claims (mcludmg supplying copies of all relevant documentation promptly as they become 
available)

18 4 5 With respect to Direct Claims, followmg receipt of notice from the Indemnitees of the Direct 
Claim, the Indemnitors shall have thuty (30) days to make such mvestigation of the Direct Claim as is 
considered necessary or desirable For the purpose of the investigation, the Indemnitees shall make available 
to the Indemnitors the information rebed upon by the Indemnitees to substantiate the Direct Claim, together 
with all other mformation that the Indemnitors may reasonably request If the Indemnitors and tlie 
Indemnitees agree at or prior to the expiration of the thirty (30) day penod (or the expuation of any mutually 
agreed upon extension to the period) to the vabdity and amount of a Direct Claim, the bidemnitors shall 
immediately pay the Indemnitees the full agreed upon amount of the Direct Claim If the Indemnitors fails to 
pay the same, the matter shall be resolved in the manner descnbed in Article 15

18 4 6 The Indemnitees shall exert commeraally reasonable efforts to mitigate the Losses and 
Expenses upon and after becoming aware of any bidemnifiable Claim which could reasonably be expected to 
give rise to the payment of Losses and Expenses
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DISPUTE RESOLUTION

19 1 Mediabon The Parties pledge to attempt first to resolve any dispute between them pursuant to 
mediation conducted m accordance with the Commercial Mediahon Rules of The American Arbitration 
Association unless the Parties agree on alternative rules and a mediator within fifteen (15) days after either 
Party first gives notice of mediahon Mediahon shall be conducted in Los Angeles County, Cahfomia, and 
shall be conducted and completed within forty-five (45) days followmg the date either Party first gives notice 
of mediation unless otherwise agreed to in writing by the Parhes The fees and expenses of the mediator shall 
be shared equally by the Parties The mediator shall be disquabfied as a witness, expert or counsel for any 
Party with respect to the dispute and any related matter Mediahon is a compromise negotiahon and shall 
conshtute privileged communicahons under California and other Applicable Laws The enhre mediahon 
process shall be confidential and the conduct, statements, promises, offers, views and opinions of the mediator 
and the Parties shall not be discoverable or admissible m any legal proceedmg for any purpose, provided, 
however, that evidence which is otherwise discoverable or admissible shall not be excluded from discovery or 
admission as a result of its use m the mediation Notwithstandmg anything to the contrary set forth m this 
Agreement, any Party that fails to reasonably cooperate in schedulmg and complehng a mediahon within 
forty-five (45) days after givmg or receivmg nohce of the mediahon shall be precluded from recovenng costs, 
expenses, and/or prevaihng Party attorneys' fees in any subsequent legal action If any dispute remams 
unresolved nmety (90) days after a demand for mediahon by either Party, the Parties shall each be free to 
pursue their respechve legal remedies under Section 19 2

19 2 Tudicial Relief The Parties agree that all disputes arising out of or relatmg to this Agreement shall be 
brought m the Supenor Court of California, County of Los Angeles, or the United States Distnct Court of the 
Central Distnct of Cahfomia To the fullest extent that the Parhes may do so under Apphcable Law, the Parhes 
waive the defense of mconvenient forum to the maintenance of an action m these Courts and agree not to 
commence any action of any kmd except m these Courts This Agreement shall be interpreted and construed 
under the laws of Cahfomia In the event of any conflict of law, the law of Cahfomia shall prevail, without 
regard to the application of Cahfomia conflict of law rules If, however, any provision of this Agreement would 
not be enforceable under the laws of Cahfomia, and if the Franchised Restaurant is located outside of 
Cahfomia and such provision would be enforceable imder the laws of the state m which the Franchised 
Restaurant is located, then such provision shall be interpreted and construed under the laws of that state 
Nothmg m this Section 19 2 is mtended by the Parties to subject this Agreement to any franchise or similar 
law, rules, or regulation of any state to which it would not otherwise be subject

19 3 Waivers The Parties agree, to the extent permitted by Apphcable Law, that any legal action of any 
kind by either Party arising out of or relatmg to this Agreement or its Default under this Agreement must be 
commenced by no later than the last to occur of the followmg (i) one hundred eighty (180) days after obtammg 
knowledge of the facts which constituted or gave nse to the alleged violahon or habihty, or (ii) one year after 
the act, event, occurrence or transaction which constituted or gave rise to the alleged violation or habihty 
Franchisor and Franchisee, for themselves, and for and on behalf of the Owners, hereby waive to the fullest 
extent permitted by Apphcable Law, any right to, or claim for, punitive or exemplary damages agamst the 
other and agree that, m the event of a dispute between them, the Parhes shall each be hmited to recovenng 
only the actual damages proven to have been sustamed by that Party, except as provided m Section 19 5

19 4 Specific Performance The Parties acknowledge and agree that each Party would be nreparably 
damaged if the provisions of this Agreement were not capable of bemg speafically enforced, and for this 
reason, the Parhes agree that the provisions of this Agreement shall be specifically enforceable The Parties
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further agree that any act or failure to act which does not strictly comply with the provisions and conditions 
of this Agreement may be specifically restramed, and that the equitable relief provided for in this Agreement 
shall not m any way limit or deny any other remedy at law or m equity that either Franchisor or Franchisee 
might otherwise have

19 5 Exclusive Remedy In no event shall either Party make or have any claim for money damages based 
on any claim or assertion that the other Party has unreasonably withheld, conditioned or delayed any consent, 
approval or authorization required under this Agreement Each Party waives any claun for damages Neither 
Party may claun any damages by way of setoff, counterclaun or defense Each Party's sole remedy for such a 
claun shall be an action or proceeduig to enforce the provisions of this Agreement, for specific performance or 
for declaratory judgment

19 6 Attorneys' Fees In any legal action or proceeding brought to enforce any provision of this Agreement 
or ansing out of, or m connection with, this Agreement, the prevaibng Party shall be entitled to recover from 
the other Party its reasonable attorneys' fees and costs m addition to any other rehef that may be awarded by 
a court of competent jurisdiction

19 7 Exceptions to Mediation The mediabon provision m Sechon 19 1 shall not apply to any achon for 
injunctive or other provisional rehef, includuig, without limitation, enforcement of hens, secunty agreements, 
or attachment, as Franchisor deems to be necessary or appropriate to compel Franchisee to comply with 
Franchisee's obligations to Franchisor and/or to protect the Daphne's Marks Any claun or dispute mvolvuig 
or contestuig the vahdity of any of the Daphne's Marks shall not be subject to mediahon

20 NOTICES

All notices or demands to be given under this Agreement shall be ui writmg and shall be served ui person, by 
air couner delivery or by certified mail Service shall be deemed conclusively made (i) at the time of service, 
if personally served, (u) three (3) business days after dehvery by the Party giving the notice, statement or 
demand if by air courier with a guaranteed trackmg facihty, or (iii) three (3) busuiess days after placement m 
the Umted States mail by Certified Mail, Return Receipt Requested, with postage prepaid Notwithstandmg 
the foregouig. Franchisor is hereby authorized by Franchisee to give all notices and demands under this 
Agreement by electronic notification Notices and demands shall be given to the respective Parties at the 
followmg addresses, unless and imtil a different address has been designated by written notice to the other 
Party

Notices to Franchisor
Mediterranean Cuisme Franchismg Company, LLC
466 Foothill Boulevard #356
La Canada Flintndge, Cahfomia 91011
Attention President
Email Michael@Daphnes biz
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With a copy to (which shall not constitute notice)

Barry Kurtz, Esq
Lewitt, Hackman, Shapiro, Marshall and Harlan 
16633 Ventura Boulevard, 11"' Floor 
Encino, California 91436 
bkurtz@lewitthackman com

Notices to Franchisee See Exhibit A

Either Party may change its address for the purpose of receiving notices, demands and other communications 
provided by a written notice given m the manner aforesaid to the other Party

21 ACKNOWLEDGMENTS

21 1 Waiver and Delay No waiver by Franchisor of any Default, or series of Defaults in performance by 
Franchisee, and no failure, refusal or neglect of Franchisor to (i) exercise any right, power or option given to it 
under this Agreement or under any agreement between the Parties, whether entered into before, after or 
contemporaneously with the execuhon of this Agreement, or (ii) insist upon strict comphance with or 
performance of Franchisee's obbgations under this Agreement or any Franchise Agreement or other 
agreement between the Parties, whether entered mto before, after or contemporaneously with the execuhon 
of this Agreement, shall constitute a waiver of the provisions of this Agreement with respect to any contmuing 
or subsequent Default or a waiver by Franchisor of its right at any time afterward to require exact and strict 
compliance with the provisions of this Agreement or any Franchise Agreement or other agreement between 
the Parhes

21 2 Survival of Covenants The covenants contamed in this Agreement which, by their nature or terms, 
require performance by the Parties after the terminahon or expirahon of this Agreement shall be enforceable 
notwithstanding said expirahon or other termination of this Agreement for any reason whatsoever

21 3 Successors and Assigns This Agreement shall be bindmg upon and inure to the benefit of the 
successors and assigns of Franchisor and shall be bmding upon and mure to the beneht of Franchisee and his 
or their respective, heirs, executors, admmistrators, and its successors and assigns, subject to the prohibitions 
and restrictions agamst Assignment contamed m this Agreement

21 4 Toint and Several Liability If Franchisee consists of more than one Owner, the obligahons and 
babibhes of each Person or Entity to Franchisor arejomt and several

21 5 Entire Agreement Except as provided m Sechon 2110. this Agreement and the Exhibits contam all of 
the terms and conditions agreed upon by the Parties concerning the subject matter of this Agreement No other 
agreements concemmg the subject matter of this Agreement, written or oral, shall be deemed to exist or to 
bmd either of the Parties and all pnor agreements, understandmgs and representations are merged mto this 
Agreement and superseded by this Agreement No officer or employee or agent of Franchisor has any 
authority to make any representation or promise not mcluded in this Agreement and Franchisee agrees that it 
has executed this Agreement without rebance upon any representabon or promise not mcluded m this 
Agreement This Agreement cannot be modified or changed except by written mstrument signed by both of
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the Parties Nothing in this Agreement or any related agreement, however, is intended to disclaim the 
representations made in Daphne's Franchise Disclosure Document previously furnished to Franchisee

21 6 Titles and Recitals Article and Section titles used m this Agreement are for convenience only and 
shall not be deemed to affect the meanmg or construction of any of the terms, provisions, covenants, or 
conditions of this Agreement The Reatals set forth in Recitals A and B are true and correct and are hereby 
mcorporated by reference mto the body of this Agreement

21 7 Gender and Construction The terms of all Exhibits attached to this Agreement are hereby 
mcorporated into and made a part of this Agreement as if the same had been set forth m full in this Agreement 
All terms used in any one number or gender shall extend to mean and mclude any other number and gender 
as the facts, context, or sense of this Agreement or any Article or Section in this Agreement may require As 
used m this Agreement, the words "include," "includes" or "mcludmg" are used m a non-exclusive sense 
Unless otherwise expressly provided m this Agreement to the contrary, any consent, approval, acceptance or 
authorization of Franchisor or Franchisee that may be required under this Agreement shall be in writmg and 
shall not be unreasonably withheld, conditioned or delayed by the Party whose consent, approval, acceptance 
or authorization has been requested To protect Daphne's System, the Daphne's Marks, Daphne's Trade 
Secrets and the goodwill associated with the same, on any occasion where Franchisor is required or permitted 
to make any judgment, determination or use its discrebon, including any decision as to whether any condition 
or circumstance meets Franchisor's standards or satisfaction. Franchisor may do so m its sole subjective 
judgment and discretion Neither this Agreement nor any uncertainty or ambiguity m this Agreement shall be 
construed or resolved agamst the drafter of this Agreement, whether under any rule of construction or 
otherwise On the contrary, this Agreement has been reviewed by the Parties and shall be construed and 
interpreted according to the ordinary meaning of the words used so as to fairly accomplish the purposes and 
mtentions of both Parties The Parties intend that if any provision of this Agreement is susceptible to two or 
more constructions, one of which would render the provision enforceable and the other or others of which 
would render the provision unenforceable, then the provision shall be given the meanmg that renders it 
enforceable

21 8 Severability. Modificahon Nothmg contamed m this Agreement shall be construed as requiring the 
commission of any act contrary to Apphcable Law Whenever there is any conflict between any provisions of 
this Agreement and any present or future statute, law, ordmance or regulation contrary to which the Parties 
have no legal nght to contract, the latter shall prevail, but m that event, the provisions of this Agreement thus 
affected shall be curtailed and limited only to the extent necessary to bnng it withm the requirements of the 
law In the event that any part, article, paragraph, sentence or clause of this Agreement shall be held to be 
mdefmite, mvalid or otherwise unenforceable, the mdefmite, mvalid or unenforceable provision shall be 
deemed deleted, and the remainmg part of this Agreement shall contmue m full force and effect

21 9 Counterparts and Electronic Transmission. Electronic Signatures This Agreement may be executed 
in any number of counterparts, each of which shall be deemed to be an ongmal and all of which together shall 
be deemed to be one and the same instrument Copies of this Agreement witli signatures that have been 
transmitted by email or by facsimile shall conshtute and be deemed ongmal copies of this Agreement for all 
purposes, provided that the copies are fully executed, dated and identical m form to the ongmal hard copy 
version of this Agreement In addition, this Agreement and all Exhibits to this Agreement may be signed 
electronically by the Parties and electronic signatures appearmg on this Agreement and the Exhibits shall be 
deemed to be the same as handwritten signatures for the purposes of the validity, enforceability and 
admissibibty of this Agreement and the Exhibits
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21 10 Area Development Agreement This Section 21 10 is only applicable if Franchisee or its Affibates have 
entered into an Area Development Agreement (a "Development Agreement") with Franchisor Franchisor 
and Franchisee acknowledge and agree that the Development Agreement contains certain negotiated 
provisions which are intended to apply to, and modify, future franchise agreements entered into by the Parties 
Tlierefore, notwithstanding anything to the contrary set forth m this Agreement, to the extent any provision 
m the Development Agreement contradicts any provision in this Agreement, or is in addition to any provision 
of this Agreement, the Development Agreement shall control to the extent of such inconsistency or addition 
Franchisor and Franchisee further acknowledge and agree that this Section 2110 has been added at the request 
and for the convenience and benefit of both Parties and with advice of counsel Accordingly, both Franchisor 
and Franchisee shall work in good faith to resolve any disputes regardmg the application or mtent of the 
Development Agreement and future franchise agreements entered into by the Parties Should a dispute arise 
as to the applicahon or mtent of the Development Agreement as it pertains to this Agreement, the Parties shall 
resolve the dispute m accordance with Article 19

21 11 Time of the Essence Tune is of the essence of this Agreement with respect to each and every provision 
of this Agreement m which time is a factor

21 12 Intent to Comply Franchisee, and its Owners, jomtly and severally acknowledge and agree that they 
have carefully read this Agreement and all other related documents to be executed concurrently or m 
conjunction with the execution of this Agreement, that they have obtained the advice of counsel m connection 
with entermg mto this Agreement, that they understand the nature of this Agreement, and that they mtend to 
comply with the terms of this Agreement and be bound by the terms of this Agreement Franchisor expressly 
disclauns makmg, and Franchisee acknowledges and agrees that it or they have not received or rehed on any 
warranty or guarantee, express or unpbed, as to the potenhal volume, profits, expenses, or success of the 
busmess venture contemplated by this Agreement

21 13 Independent Investigation Franchisee acknowledges and agrees that Franchisee has conducted an 
mdependent mveshgation of the busmess franchised under this Agreement, recognizes that the busmess 
venture contemplated by this Agreement mvolves busmess risks, and that its success will be largely dependent 
upon the abibty of Franchisee and, if an Entity, the Owners, as mdependent busmesspersons Franchisor 
expressly disclaims the makmg of, and Franchisee acknowledges and agreesi that it has not received, any 
warranty or guarantee, express or unpbed, as to the potential volume, profits, or success of the busmess 
venture contemplated by this Agreement

21 14 Copy of Agreement Franchisee acknowledges and agrees that it received a copy of this Agreement, 
the Exhibits attached to this Agreement and all other agreements relatmg to this Agreement, if any, with all of 
the blank bnes filled m, at least seven (7) days prior to the Effective Date

21 15 Opportunity to Consult Franchisee acknowledges and agrees that it has read and understood this 
Agreement, the Exhibits attached to this Agreement, and all other agreements relatmg to this Agreement, if 
any, and that Franchisor has accorded Franchisee ample time and opportunity to consult with advisors of 
Franchisee's own choosmg about the potenhal benefits and risks of entermg mto this Agreement

2116 Franchise Disclosure Document Franchisee acknowledges and agrees that it has received a copy of 
the complete Daphne's Franchise Disclosure Document which contams a copy of this Agreement, at least 
fourteen (14) calendar days pnor to the date on which this Agreement was executed Franchisee acknowledges
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and agrees that Franchisor has made no promises, representations, warranties or assurances to Franchisee 
which are inconsistent with the terms of this Agreement or Franchisor's Franchise Disclosure Document, 
concerning the profitability or hkelihood of success of the Franchised Restaurant, that he has been informed 
by Franchisor that there can be no guarantee of success in the franchised business and that Franchisee's 
busmess ability and aptitude is primary in determining his success

21 17 Atypical Terms Franchisee acknowledges and agrees that Franchisor may modify the offer of its 
franchises to other Daphne's Franchisees m any manner and at any time, which offers have or may have terms, 
conditions, and obligations that may differ from the terms, conditions, and obbgations m this Agreement 
Franchisee further acknowledges and agrees that Franchisor has made no warranty or representation that all 
Daphne's Franchise Agreements previously issued or issued after this Agreement by Franchisor do or will 
contain terms substantially similar to those contained m this Agreement Franchisor may, in its reasonable 
busmess judgment and its sole and absolute discretion, due to local busmess conditions or otherwise, waive 
or modify comparable provisions of other Daphne's Franchise Agreements previously executed or executed 
after the Effective Date with other Daphne's Franchisees m a non-imiform manner
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IN WITNESS WHEREOF, the Parhes have executed this Agreement on the Effective Date

FRANCHISOR FRANCHISEE

MEDITERRANEAN CUISINE FRANCHISING 
COMPANY, LLC,
A Delaware limited liabihty company

(IF FRANCHISEE IS A CORPORATION, LIMITED 
LIABILITY COMPANY, OR PARTNERSHIP)

Michael Nakhleh, its President
[Pnnt Name of Franchisee Entity]

Name
Title

OR

(IF FRANCHISEE IS AN INDIVIDUAL)

Prmt Name

Signature

Prmt Name

Signature
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MEDITERRANEAN CUISINE FRANCHISING COMPANY, LLC 
FRANCHISE AGREEMENT

EXHIBIT A
FRANCHISE INFORMATION
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MEDITERRANEAN CUISINE FRANCHISING COMPANY, LLC 
FRANCHISE AGREEMENT

EXHIBIT A
FRANCHISE INFORMATION

EFFECTIVE DATE

NAME OF FRANCHISEE

EXPIRATION DATE

ADDRESS OF FRANCHISED LOCATION 

OPENING DATE ___________________

PROTECTED AREA

RENEWAL TERM

RENEWAL TERM EXPIRATION DATE

NOTICE ADDRESS FOR FRANCHISEE

E-mail Address

(Signature Page Follows)
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IN WITNESS WHEREOF, the Parties have executed this Exhibit A on the Effective Date

FRANCHISOR FRANCHISEE

MEDITERRANEAN CUISINE FRANCHISING 
company, LLC,
A Delaivare limited liabihty company

(IF FRANCHISEE IS A CORPORATION, LIMITED 
LIABILITY COMPANY, OR PARTNERSHIP)

Michael Nakhleh, its President
[Pnnt Name of Franchisee Entity]

201OS Mcrc FDD 
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Name
Title

OR

(IF FRANCHISEE IS AN INDIVIDUAL)

Prmt Name

Signature

Prmt Name

Signature



MEDITERRANEAN CUISINE FRANCHISING COMPANY, LLC 
FRANCHISE AGREEMENT

EXHIBIT B
ENTITY INFORMATION DISCLOSURE
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MEDITERRANEAN CUISINE FRANCHISING COMPANY, LLC 
FRANCHISE AGREEMENT

EXHIBIT B
ENTITY INFORMATION DISCLOSURE

Franchisee represents and warrants that the following information is accurate and complete in all matenal 
respects

(1) Franchisee is a (check as applicable)

[ ] corporation 
f ] limited babibty company 
[ ] general partnership 
[ ] brruted partnership 
[ ] Other (specify) 

State of incorporation/organizahon 
Entity name___________________
Federal Tax ID Number

(2) Franchisee shall provide to Franchisor concurrently with the execution of this Agreement 
true and accurate copies of its charter documents mcludmg Articles of Incorporation/Orgamzation, Bylaws, 
Operating Agreement, Partnership Agreement, resolutions authorizing tlie execution of this Agreement 
and any amendments to the foregomg (the "Entity Documents")

(3) Franchisee promptly shall provide all additional informahon that Franchisor may from 
time to time request concerning all persons who may have any, direct or mdirect, finanaal mterest m 
Franchisee

(4) The name and address of each Owner is

NAME ADDRESS
NUMBER OF SHARES OR 
PERCENTAGE INTEREST

\\l«;l\-ip^>s\lhsmh\CD\182l8-<3U51893a docv-WI ■ MAA1821 b--l\H12915 docv
20198 MO C FDD 
rRAMCHISE AGREFMbNT

1



(5) The names, addresses and titles of Franchisee Owner who will be devoting their full time to the 
Franchised Restaurant are

NAME ADDRESS TITLE

The address where Franchisee's financial records and Enhty Documents are maintamed is

The Prmcipal Owner is.

The General Manager is _

(9) Franchisee represents and warrants to Franchisor, as an mducement to Franchisor's 
execution of the Franchise Agreement, that the mformation set forth in this Entity Information Disclosure 
IS true, accurate and complete m all material respects on the Effective Date and that Franchisee shall provide 
Franchisor with all additional mformation Franchisor may request with respect to the partners, 
shareholders and members of Franchisee and the ownership of Franchisee'upon demand by Franchisor In 
addition. Franchisee shall notify Franchisor withm ten (10) days of any change m the mformahon set forth 
m this Enhty Information Disclosure and shall provide Franchisor with a revised Enhty Information 
Disclosure cerhfied by Franchisee to be true, correct and complete in all material respects Franchisor grants 
Franchisee the rights m the Franchise Agreement in rehance upon each and all of the terms of this Entity 
Informahon Disclosure

(Signature Page Follows)
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IN'WITNESS WHEREOF, the Parties have executed this Exhibit B on the Effechve Date

FRANCHISOR FRANCHISEE

MEDITERRANEAN CUISINE FRANCHISING 
COMPANY, LLC,
A Delaware limited bability company

(IF FRANCHISEE IS A CORPORATION, LIMITED 
LIABILITY COMPANY, OR PARTNERSHIP)

Michael Nakhleh, its President
[Pnnt Name of Franchisee Entity]
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Name
Title

OR

(IF FRANCHISEE IS AN INDIVIDUAL)

Print Name

Signature

Print Name

Signature



EXHIBIT C
GUARANTEE OF FRANCHISE AGREEMENT
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MEDITERRANEAN CUISINE FRANCHISING COMPANY, LLC 
FRANCHISE AGREEMENT

EXHIBIT C
GUARANTEE OF FRANCHISE AGREEMENT

The undersigned (collectively, "Guarantors") have requested MEDITERRANEAN CUISINE 
FRANCHISING COMPANY, LLC, a Delaware limited liabiLty company ("Franchisor"), to enter mto that 
certain Franchise Agreement dated(the "Franchise Agreement") with the "Franchisee" named 
m the Franchise Agreement In consideration for, and as an inducement to. Franchisor's execution of the 
Franchise Agreement, Guarantors hereby grant this guarantee (this "Guarantee") and agree as follows

1 "Obligations" means and mcludes any and all obbgations of Franchisee arismg under or pursuant
to the Franchise Agreement and all other obbgations, whether now existing or hereafter arising, of 
Franchisee to Franchisor of whatever nature

2 Guarantors irrevocably and unconditionally, fully guarantee to Franchisor the prompt, full and 
complete payment of any and all Obbgations of Franchisee to Franchisor and the performance of any and 
all obbgahons of Franchisee includmg, without bmitahon, obbgations under the Franchise Agreement or 
any other agreement, instrument or document relatmg to, evidencmg or securmg any Obbgahons

3 If Franchisee fails to pay any of the Obbgahons, Guarantors shall, withm five (5) days after a 
written demand therefore has been given to Guarantors by Franchisor, pay all of the Obbgations m like 
manner as if the Obbgahons constituted the direct and primary obbgahon of Guarantors Guarantors agree 
that if any obbgahon, covenant or agreement contamed ui the Franchise Agreement is not observed, 
performed or discharged as required by the Franchise Agreement (takmg mto consideration any appbcable 
cure penods). Guarantors shall, within five (5) days after a written demand therefore has been given to 
Guarantors by Franchisor, to observe, perform or discharge the obbgahon, covenant or agreement m like 
manner as if the same conshtuted the direct and prunary obbgation of Guarantors

4 No exercise or non-exercise by Franchisor of any nght under this guarantee (this "Guarantee"), no 
deabng by Franchisor with Franchisee or any other Person, and no change, impairment or suspension of 
any right or remedy of Franchisor shall m any way affect any Obbgations of Guarantors under this 
Guarantee or give Guarantors any recourse agamst FrnnchisccFranchisor Without limiting the generabty 
of the foregoing. Guarantors agree that Guarantors' bability under this Guarantee shall not be released, 
extmguished or otherwise reduced m any way by way of any of the followmg, regardless of whether 
Franchisor gives notice of or obtams the consent of Guarantors to any of them (i) any amendment, 
modification, renewal, extension, substitution or replacement of the Franchise Agreement or of any of the 
Obbgations, m whole or m part, (ii) any acceptance, enforcement or release by Franchisor of any security 
for the Franchise Agreement or of any of the Obbgations, any addition, substitution or release of any of the 
Guarantors, or any enforcement, waiver, surrender, impairment, release, compromise or settlement of any 
matter with respect to the Franchise Agreement or the Obbgations or any security therefore, (ui) any 
assignment of this Guarantee, in whole or m part by Franchisor, or any Assignment or transfer of the 
Franchise Agreement (or any of them) by Franchisor or Franchisee, (iv) the mvabdity or unenforceabibty 
of any provision of the Franchise Agreement or any of the Obbgations, or (v) any failure, omission or delay 
of Franchisor in enforcmg the Franchise Agreement, the Obbgations or this Guarantee
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5 Guarantors waive and agree not to assert or take advantage of (i) any right to require Franchisor 
to proceed against Franchisee or any other Person, firm or corporation or to proceed against or exhaust any 
security held by Franchisor at any tune or to pursue any other remedy m Franchisor's power, (ii) any statute 
of hmitations ui any action under this Guarantee to collect any Obligations guaranteed hereby, (iii) any 
defense that may arise by reason of Franchisee's mcapacity, lack of authority, msolvency or bankruptcy or 
Franchisor's failure to file or enforce a claun against the estate (either m bankruptcy or other proceedmg) 
of Franchisee, any other or others, (iv) any defense ansmg out of any alteration of the Franchise Agreement 
or the Obhgations, (v) notice of Franchisee's Default m the payment or performance of any of the 
Obligations, (vi) demand, protest and notice of any kmd mcluduig, without limitation, notice of acceptance, 
notice of the existence, creation or incurrmg of new or additional Obligations or obhgations or of any action 
or non-action on the part of Franchisee, Franchisor, any endorser, creditor of Franchisee or Guarantors 
under this or any other mstrument, or any other Person, in connection with any obbgation or evidence of 
Obligahons held by Franchisor or in connection with any Obhgations hereby guaranteed, (vii) all rights 
and defenses ansmg out of an election of remedies by Franchisor, even though that election of remedies, 
such as non-judicial foreclosure with respect to security for a guaranteed obligation, has destroyed 
Guarantors' rights of subrogation and reunbursement against Franchisee by operation of Apphcable Law 
or otherwise, (viii) any duty of Franchisor to disclose to Guarantors any facts that Franchisor may now or 
hereafter know about Franchisee, regardless of whether Franchisor has reason to believe that those facts 
materially increase the risk beyond that which Guarantors mtends to assumes or has reason to believe that 
the facts are unknown to Guarantors or has a reasonable opportunity to communicate the facts to 
Guarantors, it bemg understood and agreed that Guarantors is responsible to be and to keep mformed of 
Franchisee's fmancial condition and of all circumstances bearmg on the risk of nonpayment of any 
Obhgations hereby guaranteed, or (ix) any nght to the benefit of or to direct the apphcation of any security 
held by Franchisor

6 Until all Obhgations to Franchisor are paid m full and fully performed. Guarantors shall have no 
right of subrogation and waive any right to enforce any remedy that Franchisor now has or may hereafter 
have agamst Franchisee All existmg or future mdebtedness of Franchisee to Guarantors and any nght to 
withdraw capital mvested m Franchisee by Guarantors are hereby subordmated to aU Obhgations

7 Guarantors' habihties and all nghts, powers and remedies of Franchisor under this Guarantee and 
under any other agreement now or at any time hereafter m force between Franchisor and Guarantors shall 
be cumulative and not alternative and the rights, powers and remedies shah be additional to all nghts, 
powers and remedies given to Franchisor by Apphcable Law Without limiting the generahty of anythmg 
contamed m this Guarantee, Guarantors waive and agree not to assert or take advantage of (i) all rights 
descnbed m California Civil Code Sections 2856(aini through 2856(al(31. mclusive, mcludmg, without 
limitation, any rights or defenses which are or may become available to Guarantors by reason of Cahfomia 
Civil Code Sections 2787 through 2855. inclusive, or (ii) Cahfomia Civil Code Section 2899

8 The habihty of Guarantors under this Guarantee shall be an absolute, direct, immediate and 
unconditional contmuing guarantee of payment and performance and not of collection Guarantors' 
obhgahons under this Guarantee are mdependent of Franchisee's obhgations This is a continumg 
Guarantee It shall be irrevocable durmg the mitial term and each renewal term and through any 
extensions, renewals, amendments, modifications, substitutions or replacements of the Franchise 
Agreement and until all Obhgations has been fully paid and the Obhgahons have been fuUy performed In 
the event of any Default under this Guarantee, a separate action and/or successive actions may be brought 
and prosecuted against Guarantors regardless of whether achon is brought against Franchisee or whether 
Franchisee isjomed in any action or actions Franchisor may mamtain successive actions for other Defaults
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Franchisor's rights under this Guarantee shall not be exhausted by Franchisor's exercise of any rights or 
remedies or by any action or by any number of successive actions until and unless all ObUgahons have 
fully been paid and performed The obligations of Guarantors shall be primary and are mdependent of the 
obligations of Franchisee and Franchisor may directly enforce its rights under this Guarantee without 
proceeding against or joining Franchisee or any other Person or Entity, or applying or enforcmg any 
secunty of the Franchise Agreement

9 Neither any provision of this Guarantee nor right of Franchisor under this Guarantee can be 
waived, nor can Guarantors be released from Guarantors' obligahons under this Guarantee except by a 
written agreement executed by Franchisor If any provision or portion of any provision of this Guarantee 
is found by a court of competent jurisdiction to be illegal or unenforceable, all other provisions shall, 
nevertheless, remam enforceable and effective Tins Guarantee constitutes the entire agreement of 
Guarantors and Franchisor with respect to the subject matter of this Guarantee and no representation, 
understandmg, promise or condition concerrung the subject matter of this Guarantee shall bmd Franchisor 
unless expressed m this Guarantee

10 All written notices permitted or required under this Guarantee shall be deemed given and 
dehvered m accordance with Article 20 of the Franchise Agreement Notices to Guarantors shall be sent to 
the address set forth below each Guarantor's signature below

11 This Guarantee may be executed m any number of counterparts, each of which shall be deemed to 
be an origmal and all of which together shall be deemed to be one and the same mstrument Copies of this 
Guarantee with signatures that have been transmitted by email or by facsimile shall constitute and be 
deemed original copies of this Guarantee for all purposes, provided that the copies are fully executed, dated 
and identical in form to the ongmal hard copy version of this Guarantee In addition, this Guarantee may 
be signed electronically by the Guarantors and electronic signatures appearing on this Guarantee shall be 
deemed to be the same as handwntten signatures for the purposes of the validity, enforceability and 
admissibility of this Guarantee

12 This Guarantee shall be mterpreted and construed under the laws of California In the event of any 
conflict of law, the law of California shall prevail, without regard to the appbcahon of Califorma conflict of 
law rules If, however, any provision of this Guarantee would not be enforceable under the laws of 
Cabfomia, and if the Franchised Restaurant is located outside of California and such provision would be 
enforceable under the laws of the state in which the Franchised Restaurant is located, then such provision 
shall be mterpreted and construed under the laws of that state Nothmg m this Section 12 is mtended by 
the Parties to subject this Agreement to any franchise or similar law, rules, or regulation of the state of 
California to which it would not otherwise be subject Venue for purposes of any legal proceedmgs brought 
m connection with or arismg out of this Guarantee shall be conclusively presumed to be m the State of 
Cabfomia, County of Los Angeles Guarantors hereby submit to the jurisdiction of the Umted States Distnct 
Court for the Central District of Cabfomia

Executed by or on behalf of Guarantors on the date set forth below

Date

Date

WNJ \ni3tj;
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MEDITERRANEAN CUISINE FRANCHISING COMPANY, LLC 
FRANCHISE AGREEMENT

EXHIBIT D
ADDENDUM FOR RESTAURANT PURCHASE

THIS ADDENDUM FOR RESTAURANT PURCHASE (this "Addendum") is made and entered mto as 
of(the "Effective Date"), by and between MEDITERRANEAN CUISINE FRANCHISING 
COMPANY, LLC, a Delaware limited Lability company (’ Franchisor"), on the one hand, and 

 ("Franchisee"), on the other hand, who are mdividually referred to m this 
Addendum as a "Party", and collectively referred to in this Addendum as the "Parties", with reference to 
the foUowmg facts

A Franchisee purchased the assets of an operatmg Daphne's Restaurant (the "Franchised 
Restaurant") on the Effectave Date from Mediterranean Cuisme Operating Company, LLC, a Delaware 
limited liabihty company an affihate of Franchisor

B Franchisor and Franchisee entered into a Franchise Agreement (the "Franchise Agreement") for 
the Franchised Restaurant on the Effective Date Certain provisions of the Franchise Agreement are not 
apphcable to Franchisee and/or the Franchised Restaurant and Franchisor and Franchisee wish to modify 
the Franchise Agreement accordingly

D All capitabzed terms not otherwise defined m this Addendum shall have tlie same meanmg as m 
the Franchise Agreement

NOW, THEREFORE, IT IS AGREED

1 Deleted Sections The following Sections of the Franchise Agreement shall be deleted in their 
entirety and have no force or effect Sections

2 Successors and Assigns This Addendum shall be binding upon and mure to the benefit of the 
successors and assigns of Franchisor and shall be binding upon and mure to the beneht of Franchisee and 
his or their respective, heirs, executors, admmistrators, and its successors and assigns, subject to the 
prohibitions and restrictions agamst Assignment contamed m this Addendum

3 Enhre Agreement This Addendum contams all of the terms and conditions agreed upon by the 
Parties concemmg the subject matter of this Addendum No other agreements concemmg the subject 
matter of this Addendum, written or oral, shall be deemed to exist or to bind either of the Parties and all 
prior agreements, understandings and representations are merged mto this Addendum and superseded by 
this Addendum No officer or employee or agent of Franchisor has any authority to make any 
representation or promise not included m this Addendum and Franchisee agrees that it has executed this 
Addendum without reliance upon any representation or promise not mcluded m this Addendum This 
Addendum cemnot be modified or changed except by wntten mstrument signed by both of the Paities 
Nothmg m this Addendum or any related agreement, however, is intended to disclaim the representahons 
made m Daphne's Franchise Disclosure Document previously furnished to Franchisee This Addendum 
shall be considered an mtegral part of the Franchise Agreement and shall be controlling wath respect to the 
subject matter of this Addendum
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4 Counterparts and Electronic Transmission. Electronic Sumatures This Addendum may be 
executed m any number of counterparts, each of which shall be deemed to be an original and all of which 
together shall be deemed to be one and the same instrument Copies of this Addendum with signatures 
that have been transmitted by email or by facsimile shall conshtute and be deemed onginal copies of this 
Addendum for all purposes, provided that the copies are fully executed, dated and idenhcal in form to the 
origmal hard copy version of this Addendum In addition, this Addendum may be signed electromcally by 
the Parties and electronic signatures appearing on this Addendum shall be deemed to be the same as 
handwntten signatures for the purposes of the vahdity, enforceability and admissibibty of this Addendum

5 Ratification of Franchise Agreement Except as provided in tins Addendum, the terms of the 
Franchise Addendum are hereby ratified, confirmed and approved

IN WITNESS WHEREOF, the Parties hereto have executed this Addendum on the Effective Date

FRANCHISOR FRANCHISEE

MEDITERRANEAN CUISINE FRANCHISING 
COMPANY, LLC,
A Delaware limited babihty company

(IF FRANCHISEE IS A CORPORATION, 
LIMITED LIABILITY COMPANY, OR 
PARTNERSHIP)

Michael Nakhleh its President [Print Name of Area Developer Entity]

Name
Title

OR

(IF FRANCHISEE IS AN INDIVIDUAL)

Prmt Name

Signature

Prmt Name

Signature
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MEDITERRANEAN CUISINE FRANCHISING COMPANY, LLC 
FRANCHISE AGREEMENT

EXHIBIT E
DEBIT AUTHORIZATION FORM
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AUTHORIZATION AGREEMENT FOR PREARRANGED PAYMENTS
(DIRECT DEBITS)

The undersigned franchisee/depositor ("Depositor") hereby (1) authorizes MEDITERRANEAN CUISINE 
FRANCHISING COMPANY, LLC and its Affiliates ("Franchisor") to inihate debit entries and/or credit 
correction entnes to the undersigned's checking and/or savings account indicated below, and (2) authorizes 
the depository designated below ("Depository") to debit such account pursuant to Franchisor's 
instructions

Depository Branch

City and State Zip Code

Bank Transit /ABA Number Account Number

This authority is to remain in full force and effect until Depository has received jomt written notification 
from Franchisor and Depositor of the Depositor's termmation of such authority in such time and in such 
manner as to afford Depository a reasonable opportunity to act on it Notwithstanding the foregomg. 
Depository shall provide Franchisor and Depositor with thirty (30) days' prior written nohce of the 
termination of this authonty If an erroneous debit entry is initiated to Depositor's accoimt. Depositor shall 
have the right to have the amount of such entry credited to such account by Depository, if (a) withm fifteen 
(15) calendar days following the date on which Depository sent to Depositor a statement of account or a 
wntten notice pertaining to such entry or (b) forty-five (45) days after poshng, whidiever comes first. 
Depositor shall have sent to Depository a wntten notice identifymg such entry, stating that such entry was 
m error, and requesting Depository to credit the amount of the entry to such account These rights are m 
addition to any rights Depositor may have under federal and state banking laws Depositor shall be 
responsible for all charges assessed by Depository to process all debit entries and/or credit corrections 
entries to the undersigned's checkmg and/or savings account initiated by Franchisor Franchisor will credit 
Depositor for fees if error is deemed to be caused by Franchisor

DEPOSITOR (Pnnt Name)

By__________________

Its _____________________

DEPOSITORY (Print Name)

By

Its
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MEDITERRANEAN CUISINE FRANCHISING COMPANY, LLC 
AREA DEVELOPMENT AGREEMENT

THIS AREA DEVELOPMENT AGREEMENT (the "Agreement") is made and entered into as of the 
"Effective Date" set forth on Exhibit A. by and between MEDITERRANEAN CUISINE FRANCHISING 
COMPANY, LLC, a Delaware limited Lability company ("Franchisor"), on the one hand, and the individuals 
or Entity identified as "Area Developer" on Exhibit A. on the other hand, who are mdividually referred to in 
this Agreement as a "Party", and collectively referred to in this Agreement as "Parties", with reference to the 
followmg facts

AA Franchisor and Franchisor's Affiliate, Mediterranean Cuisme Operatmg Co, LLC, a Delaware limited 
liabibty company (the "Operating Company"), have developed the "Daphne's System" for the establishment 
and operation of fast-casual restaurants ("Daphne's Restaurants") that offer a menu of freshly prepared 
California-inspired Greek and Mediterranean appetizers, sandwiches, wraps, salads, platters, side dishes and 
non-alcohohc beverages for on-premises and off-premises consumption and catering events under the trade 
names and service marks "Daphne's", "Daphne's Cabfomia Greek" and other related trademarks, service 
marks, logos and commercial symbols (collechvely, the "Daphne's Marks")

B Franchisor desires to expand and develop Daphne's Restaurants in the Development Area and Area 
Developer desires to develop. Open, own and operate Daphne's Restaurants m the Development Area under 
the terms and conditions set forth in this Agreement

NOW, THEREFORE, IT IS AGREED

1 DEFINITIONS

The capitaLzed terms in this Agreement that are not defmed elsewhere m the text of this Agreement are 
assigned these definitions

"Affiliate" or "Affiliates" mean any Person or Entity that controls, is controlled by, or is under common 
control with, a Party to this Agreement Control of a Person or Entity means the power, direct or indirect, to 
direct or cause the direction of the management and poLcies of such Person or Entity whether by contract or 
otherwise

"Applicable Law" means and includes applicable common law and all statutes, laws, rules, regulations, 
ordmances, pobcies and procedures established by any Governmental Authority with jurisdiction over the 
operation of Daphne's Restaurants that are m effect on or after the Effective Date, as they may be amended 
from time to time

"Approved Suppliers" means suppliers of Branded Products, Proprietary Products and Non-Propnetary 
Products, and ancillary services, food products, beverages, packagmg, suppbes, furniture, fixtures and 
equipment for Daphne's Restaurants that have been accepted and approved by Franchisor because they have 
demonstrated to Franchisor their abibty to supply products and services for Daphne's Restaurants meetmg 
Franchisor's specifications as to brand names, models, contents, manner of preparation, mgredients, quabty, 
freshness, compbance with governmental standards and regulations, rebabibty with respect to debvery and 
consistency m the quabty of their products or services Franchisor and its Affibates may be Approved 
Suppbers
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"Authonzed Products" means all Branded Products, Proprietary Products and Non-Proprietary Products 
offered for sale or used at Daphne's Restaurants, as specified by Franchisor from time to time

"Branded Products" means any product now existing or developed in the future that bears any of the 
Daphne's Marks, mcluding products that are prepared, sold and/or manufactured in stnct accordance with 
Franchisor's recipes, methods, standards and speaficahons, mcluding, without hmitation, pre-packaged food 
and beverage products, packagmg, clothing, souvenirs and novelty items

"Competitive Business" means any restaurant busmess that prepares, offers and sells Greek or Mediterranean 
appetizers, sandwiches, wraps, salads, platters or side dishes as its primary menu items and any busmess that 
looks like, copies, imitates, or operates with similar trade dress or decor to a Daphne's Restaurant

"Constituents" means past, present and future Afhbates, parents, subsidiaries, divisions, partners, members, 
trustees, receivers, executors, representatives, admmistrators, owners, shareholders, distributors, parents, 
predecessors, officers, directors, agents, managers, principals, employees, msurers, successors, assigns, 
representatives and attorneys and the past, present and future ofhcers, directors, agents, managers, prmcipals, 
members, employees, msurers, successors, assigns, representahves and attorneys of each of the foregomg

"Daphne's Restaurant" means each Daphne's Restaurant developed, owned and operated by Area Developer 
under this Agreement and a Franchise Agreement

"Daphne's System" means the system developed by Franchisor and the Operahng Company that mcludes 
operatmg methods and busmess practices related to Daphne's Restaurants, the relationship between 
Franchisor and its area developers and franchisees, mcludmg mterior and extenor restaurant design, other 
Items of trade dress, speofications of equipment, fixtures, and imiforms, defined product offermgs, recipes 
and preparahon methods. Franchisor speafied pricmg and promohons, standard operatmg and 
admmistrahve procedures, restrictions on ownership, management and technical trammg programs, and 
marketmg and public relations programs, all as Franchisor may modify them from time to time

"Daphne's Trade Secrets" means propnetary and confidential mformahon of Franchisor and the Operatmg 
Company, mcludmg, recipes, mgredients, specifications, procedures, policies, concepts, systems, know-how, 
plans, software, strategies and methods and techniques of operatmg Daphne's Restaurants and producmg 
Authonzed Products, excludmg mformahon that is or becomes a part of the pubbc domam through 
pubbcation or communication by third parties not bound by any confidenhabty obbgahon or that can be 
shown that was already lawfully m a third party's possession before receipt from Franchisor

"Default" means any breach of, or failure to comply with, any of the terms or conditions of an agreement

"Development Area" means the geographic area descnbed on Exhibit A

"Development Fee" means the $15,000 development fee payable to Franchisor by Area Developer on the 
Effective Date multiplied by the number of Daphne's Restaurants to be developed. Opened and operated by 
Area Developer under this Agreement m the amount set forth on Exhibit A

"Development Fee Credit" means $5,000 of the Development Fee that will be credited agamst the bubal 
Franchise Fee for each Daphne's Restaurant upon the Parties' execution of a Franchise Agreement for each 
Daphne's Restaurant as set forth on Exhibit A
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"Development Penod" means each of the time periods indicated on Exhibit A dunng which Area Developer 
shall have the right and obligahon to construct, equip, Open and thereafter continue to operate Daphne's 
Restaurants in accordance with the Mmimum Development Obbgation

"Entity" means any limited liabiLty company, partnership, trust, assoaation, corporation or other entity, 
which IS not an mdividual If Area Developer is an Entity, the Entity shall conduct no business other than the 
development of Franchised Restaurants m the Development Area, in accordance with the Minimum 
Development Obbgation

"Equity" means capital stock, membership mterests, partnership rights or other equity ownership mterests of 
an Entity

"Expiration Date" means the fifth (5*) anniversary of the Effective Date

'Force Majeure" means any event (i) that was reasonably unforeseeable as of the Effective Date; (ii) that is 
beyond the reasonable control, directly or mdirectly, of a Party, (m) that could not reasonably have been 
prevented or avoided by that Party with the exercise of reasonable efforts and due dibgence, (iv) that does not 
result from the fault or negbgence of that Party or its agents, employees or contractors, and (v) that causes 
performance by that Party to be delayed, m whole or m part, or unable to partially or wholly perform its 
obbgations under this Agreement Subject to the sahsfaction of the foregomg critena, "Force Majeure" 
includes (a) acts of God (such as tornadoes, earthquakes, humcanes, floods, fire or other natural catastrophe), 
(b) strikes, lockouts or other industrial disturbances, (c) war, terronst acts, not, or other civil disturbance, 
(d) unilateral governmental action impacting restaurants, and/or food providers generally, and (e) epidemics, 
transportation shortages, madequate supply of labor, matenal or energy, or a Party foregomg the right to 
acquire or use any of the foregomg m order to accommodate or comply with the orders, requests, regulations, 
recommendations or mstructions of any federal, state or municipal government or any department or agency 
Neither an act or failure to act by a Governmental Authonty, nor the performance, non-performance or 
exercise of nghts under any agreement with Area Developer by any lender. Landlord, contractor, or other 
Person, or Area Developer's fmanaal mabibty to perform or Area Developer's msolvency, shall be an event of 
Force Majeure under this Agreement, except to the extent that such act, failure to act, performance, non­
performance or exercise of rights results from an act which is otherwise an event of Force Majeure

"Franchise Agreement" means the form of agreement prescribed by Franchisor and used to grant to Area 
Developer the right to develop. Open, own and operate a smgle Daphne's Restaurant m the Development 
Area, mcludmg all exhibits, riders, guarantees or other related instruments, all as amended from time to time

"Franchised Location" means the site of a Daphne's Restaurant

"General Release" means the form of general release prescribed by Franchisor of any and all known and 
unknown obbgahons, babibties, demands, costs, expenses, damages, claims, actions and causes of action, of 
whatever nature, character or description, against Franchisor and its Constituents A General Release will 
cover future consequences of acts, omissions events and circumstances predatmg the date of the General 
Release, but will not release, m advance, future acts, omissions or events which have not occurred at the time 
the General Release is executed

"Good Standmg" means Area Developer is in substantial compbance with the matenal requirements of this 
Agreement, the Franchise Agreements, the Manuals and all other agreements then m effect between Franchisor 
or its Afhhates, and Area Developer, and has substantially cured each curable Default for which Franchisor 
has issued a notice of Default to Area Developer withm the time periods set forth m Section 113
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"Governmental Authority" means all Federal, state, county, municipal and local governmental and quasi- 
govemmental agencies, commissions and authonties

"Gross Sales" means the total of all revenues derived from sales of any nature or land whatsoever from 
Daphne's Restaurants during the Term, as well as the proceeds from any business interruption insurance 
related to the non-operation of the Daphne's Restaurant, and whether evidenced by cash, services, property, 
barter, or other means of exchange, including orders taken in or from a Daphne's Restaurant although fiUed 
elsewhere and delivery and catering charges that are not mcluded m the price of Authonzed Products "Gross 
Sales" shall include the full value of drmks and snacks Area Developer provides to its employees as incident 
to their employment (less the value of any discounts agamst Gross Sates given during the month in which the 
drmks and snacks were provided) and all proceeds from tlie sale of coupons, gift certificates or vouchers 
"Gross Sales" shall exclude the amount of bona fide refunds paid to customers and the amount of any sales 
or use taxes actually paid to any Governmental Authonty and the retail price of any coupons, gift certificates 
and vouchers when they are redeemed

"Initial Franchise Fee" means the mitial fee that Area Developer must pay Franchisor for each Daphne's 
Restaurant developed. Opened and operated by Area Developer in the Development Area m the amounts set 
forth on Exhibit A

"Initial Term" means the five (5) year penod commencmg on the Effective Date and endmg on the Expiration 
Date

"Landlord" means the owner of a Franchised Location who enters into a Lease with Area Developer for a 
Franchised Location

"Manuals" means Franchisor's Operations Manuals, which may consist of one or more manuals, and any 
other written directive related to Daphne's System, as it may be amended and revised from tune to time, 
mcludmg all bullehns, supplements and anallary and additional manuals and written directives estabhshed 
by Franchisor as m effect and amended from time to tune

"Minimum Development Obligation" means the Area Developer's right and obligation to construct, equip. 
Open and thereafter contmue to operate at sites withm the Development Area the cumulative number of 
Daphne's Restaurants set forth m Exhibit A within each Development Period

"Non-Propnetary Products" means the food and beverage products, condunents, dnnk mgredients, raw 
materials, fixtures, futnishmgs, equipment, uniforms, supplies, paper goods, services, menus, packaguig, 
forms, POS Systems, computer hardware, software, modems and peripheral equipment and other products, 
supphes, services and equipment, other than Branded Products and Proprietary Products, that may or must 
be used, offered and sold at Daphne's Restaurants

"Non-Traditional Venues" means a broad vanety of atypical sites, uicludmg, without limitation, a site or 
location withui a captive market site, another prunary busuiess or ui conjunction with other busuiesses or at 
mshtutional sethngs such as office builduigs, busmess complexes, arenas, stadiums and entertamment venues, 
recreational faalihes, beaches, parks, airports, tram stahons, travel plazas, toll road facilities and other 
transportahon terrrunals, educational, medical, governmental and other types of institutional faalities, sites m 
retail locations (for example, a kiosk withm a grocery store), cafeterias and casmos, food delivery fulfillment 
centers and any site for which the lessor, owner or operator hmits the operation of its beverages and/or food 
service facihties to a master concessionaire or contract food service provider

2012S MCFC FDD
AREA DEVELOPMENT AGREPMEN I



"Open" and "Opened" means that Area Developer has actually begun to sell food products to the pubhc from 
a Daphne's Restaurant

"Opening Date" means the day that (i) Area Developer receives written authonzation from Franchisor and 
all applicable Governmental Authorities to commence busmess operations at a Daphne's Restaurant, and (ii) 
Area Developer actually begms to offer Authonzed Products for sale to the public from Daphne's Restaurant, 
whichever occurs last

"Owner" means each of the individuals bsted on Exhibit B and each future direct or indirect shareholder, 
member, general or limited partner, trustee or other Equity owner of Area Developer If Area Developer is an 
Entity, each Owner and each Owner's spouse shall jointly and severally guarantee Area Developer's payment 
and performance of its obligations under this Agreement under a Guarantee m the form of Exhibit C

"Person" means any natural person or Entity

"Principal Owner" means the individual designated by Area Developer on Exhibit B. and accepted by 
Franchisor to serve as the primary operator of Daphne's Restaurants, to serve as the authorized representative 
of Area Developer, who shall have at least a fifty percent (50%) interest m the Equity of Area Developer, who 
shall act as Area Developer's representahve in all matters with Franchisor, as Area Developer's baison with 
Franchisor and the Owners, who shaU have the authonty to act on behalf of Area Developer during the Term 
without the participation of any other Owner

"Proprietary Products" means only those food products, beverages, packaging and other products that are 
produced or manufactured strictly in accordance with Daphne's Trade Secrets or that Franchisor otherwise 
designates as proprietary

"Renewal Fee" means the $5,000 fee that Area Developer must pay Franchisor to extend the butial Term for 
the Renewal Term

"Renewal Rights" means the nghts held by Area Developer to renew this Agreement for the Renewal Term 
upon the expiration of the Inihal Term

"Renewal Term" means the five (5) year period beginning on the Expiration Date and ending on the Renewal 
Term Expiration Date

"Renewal Term Expiration Date" means the last day of the Renewal Term

"Restricted Person" means Area Developer, and each of its Owners and Affibates, and the respective ofhcers, 
directors, managers and Affibates of each of them, and the spouse of each of the foregoing who are mdividuals

"Then-Current" means the form of agreement then-currently provided by Franchisor to similarly situated 
prospective Daphne's California Greek area developers and franchisees which may contain terms and 
conditions that are materially different from this Agreement, or if not then bemg so provided, then a form of 
agreement selected by Franchisor in its discretion which previously has been debvered to and executed by a 
Daphne's California Greek area developer or franchisee, or, as the context of this Agreement mdicates, the fees 
then-currently charged by Franchisor or its Affibates, or Franchisor's specifications, standards or the bke

WTslN ipps\lhsmh\MA\ I8218-6M 318922 cloi.xVV>j^ 
20IS8 Mere FDD
arEa development ACREEMFNT



"Transfer Fee" means the $10,000 fee that Area Developer must pay Franchisor as a condihon precedent to an 
Assignment of this Agreement

"Venue" means any site other than a Non-Traditional Venue 

22 EXCLUSIVE LICENSE

22IL Grant and Minimum Development Obbgation Franchisor hereby grants Area Developer, and Area 
Developer hereby accepts the nght and obligation to use the Daphne's Marks and Daphne's System to develop. 
Open, own and operate the Mmimum Development Obbgation of Daphne's Restaurants set forth m Exhibit 
A only at Venues m the Development Area designated on Exhibit A during the mdividual Development 
Periods bsted on Exhibit A under the Development Schedule set forth on Exhibit A m accordance with the 
terms and conditions in this Agreement Area Developer may not develop. Open, own or operate more 
Daphne's Restaurants m the Development Area than the Mmimum Development Obbgation dunng the Initial 
Term Area Developer shall not subcontract, subbcense, share, divide or partition this Agreement and nothmg 
m this Agreement will be construed as granting Area Developer the nght to do so The Parties shall execute 
Franchisor's Then-Current Franchise Agreement for each Daphne's Restaurant to be developed, owned and 
operated by Area Developer under this Agreement, the form of which may differ from the form of Franchise 
Agreement attached to Franchisor's Franchise Disclosure Document (the "Disclosure Document") provided 
to Area Developer pnor to the Effective Date

22 22 Exclusive License Except as otherwise provided m Section 2 3. the nghts granted to Area Developer 
under this Agreement are exclusive durmg the Initial Term so long as Area Developer is m Good Standmg 
and neither Franchisor nor any of its Afhbates shall themselves develop, own and operate, or grant third 
parties the right to develop, own and operate. Daphne's Restaurants in the Development Area during the 
Initial Term

2 3 Reservation of Rights Except as provided m Section 2 2. Franchisor expressly reserves all other rights, 
mcludmg the exclusive, unrestncted nght, m its discrehon, directly and indirectly, through its employees. 
Affiliates, representatives, bcensees, assigns, agents and others, to (i) develop, own and operate, and to grant 
franchises to third parties to develop, own and operate. Daphne's Restaurants outside the Development Area, 
regardless of their proximity to the Development Area, (u) develop, own and operate, and to grant franchises 
to third parties to develop, own and operate any other busmess, mcludmg food busmess, other than a 
Competitive Busmess, under marks and systems different from the Daphne's Marks and Daphne's System 
withm and outside the Development Area, (in) sell or distribute, at retail or wholesale, directly or mdirectly, 
or license others to sell or distribute. Branded Products withm and outside the Development Area, through 
the Internet, mail order catalogs, direct mail advertising and through other distribution methods, (iv) market 
on the Internet and use the Daphne's Marks on the Internet, mcludmg all use of web sites, domain names, 
URLs, directory addresses, email addresses, metatags, Imkmg, advertising, co-brandmg and other 
arrangements, and m all other forms of electronic media, (v) acquire, open and operate and giant licciwos and 
franchises-te third pai tics-to develop, open-and operate, other rostaurants-er-feod-service businosses-at any 
leeation -viHthm or-eutside-ef the Development Area-iegnrdloss of their prow^mity te-thc Dcvelopment-Ai-ear 
(vi)-open or operate and to franchise or bcense others to open or operate Daphne's Restaurants at any Non- 
Traditional Venue withm and outside of the Development Area regardless of their proximity to any Daphne's 
Restaurants developed or under development by Area Developer, (vn) acquire the assets or ownership 
interests of one or more businesses providmg products and services similar to those provided at Daphne's 
Restaurants or franchise, bcense or create similar arrangements with respect to these busmesses once acqmred, 
wherever these busmesses (or the franchisees or bcensees of these busmesses) are located or operating, (viit) 
be acquired (whether through acquisition of assets, ownership mterests or otherwise, regardless of the form
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of transaction), by any business providing products and services similar to those provided at Daphne's 
Restaurants, or by another business, even if such business operates, franchises and/or hcenses Compehtive 
Busmesses, and («^yiu) engage m all other activities that this Agreement does not expressly prohibit

2 4 Adherence to Development Schedule Area Developer shall satisfy the Mmimum Development 
Obligahon by Opening the number of Daphne's Restaurants only at Venues in the Development Area within 
each Development Period as required by the Development Schedule and by conhnumg to operate the 
cumulative number of Daphne's Restaurants required by the Mmimum Development Obligation Failure to 
comply with a scheduled Openmg Date set forth in tlie Development Schedule shall constitute a Default under 
this Agreement and shall entitle Franchisor to tenrunate this Agreement, unless tlie Default results from an 
event of Force Majeure, m which case, the Openmg Date may be extended by Franchisor as provided m Section 
26

2 5 Closures and Assignments To protect Daphne's System, the Daphne's Marks, Daphne's Trade 
Secrets and the goodwill associated with them, if, durmg the Term, Area Developer ceases to operate any 
Daphne’s Restaurant developed and Opened imder this Agreement for any reason. Area Developer must 
develop a replacement Daphne's Restaurant (a "Replacement RestauranC) to fulfill Area Developer's 
obligation to have Open and m operation the requued number of Daphne's Restaurants at the expiration of 
each Development Period Area Developer may not, however, cease operating any Daphne's Restaurant or 
obtam a Replacement Restaurant without Franchisor's prior wntten consent Area Developer must Open each 
Replacement Restaurant withm twelve (12) months after the date of the closmg of Daphne's Restaurant that it 
will replace Daphne's Restaurants that are operating that are assigned to Affiliates of Area Developer with 
Franchisor's consent, shall count m determinmg whether Area Developer has satisfied the Mmimum 
Development Obhgation for so long as the apphcable Affibate contmues to comply with the terms of this 
Agreement

2 6 Additional Development Rights If Area Developer satisfies the Mmimum Development Obhgation 
before the Expiration Date and desires to develop, open and operate additional Daphne's Restaurants m the 
Development Area, Area Developer shall have the nght to extend the Term of this Agreement for an additional 
five (5) years on the terms and conditions set forth m this Section 2 6 If Area Developer desires to extend the 
Term of this Agreement for an additional five (5) years. Area Developer shall, no later than one hundred eighty 
(180) days prior to the Expiration Date, notify Franchisor in writing (the "Additional Development Notice") 
that Area Developer desires to do so and provide Franchisor with a proposal for the development of additional 
Daphne's Restaurants m the Development Area (the "Additional Development Obligation"), setting forth 
the number of additional Daphne's Restaurants proposed to be opened by Area Developer, the proposed 
development fees and the proposed openmg dates for each Daphne's Restaurant durmg the extended term 
Franchisor may, but has no obhgation to, grant Area Developer the Additional Development Rights described 
in this Section 2 6 m its sole and absolute discretion

2 61 If the Additional Development Obhgation proposed by Area Developer is unacceptable to 
Franchisor, or if the Parties.cannot reach an agreement on an alternative Additional Development Obhgation 
withm the thirty (30) day period after the date of the Additional Development Notice, this Agreement shall 
expire on the Expiration Date Franchisor and Area Developer shall execute Franchisor's Then-Current 
Franchise Agreement for each additional Daphne's Restaurant to be developed and opened m the 
Development Area by Area Developer If the Additional Development Obhgation proposed by Area 
Developer is acceptable to Franchisor, or if the Parties reach agreement on an alternative Additional 
Development Obhgation within the thirty (30) day period after the date of the Additional Development Notice, 
Franchisor shall dehver to Area Developer its Then-Current form of Daphne's California Greek Area 
Development Agreement (the "Additional Area Development Agreement") setting forth the agreed upon
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Additional Development Obligation Within thirty (30) days after Area Developer's receipt of the Addihonal 
Area Development Agreement, Area Developer shall execute the Additional Area Development Agreement, 
and return it to Franchisor If Area Developer has so executed and returned the Additional Area Development 
Agreement, and has satisfied the conditions precedent set forth in Section 2 6 2. Franchisor shall execute the 
Additional Area Development Agreement, and return a fully executed copy to Area Developer

2 6 2 Franchisor shall execute the Additional Area Development Agreement, if, and only if, (i) 
Franchisor elects to grant the Additional Development Rights to Area Developer, (ii) Area Developer has fully 
performed all of its obligations under this Agreement and all other agreements between Franchisor and Area 
Developer and is m Good Standing on the date of the Additional Development Notice and on the date of 
Franchisor signs the Additional Area Development Agreement, (in) Area Developer has demonstrated Area 
Developer's Then-Current financial abibty to timely implement and complete the Additional Development 
Obbgahon, (iv) Area Developer continues to operate no less than the aggregate number of Daphne's 
Restaurants in the Development Area as required by the Minnnum Development Obbgation, (v) Area 
Developer has executed the Additional Area Development Agreement and delivered it to Franchisor together 
with the development fees and mitial development fees payable to Franchisor for the Additional Development 
Rights, and (vi) Area Developer executes and debvers to Franchisor a General Release m a form acceptable to 
Franchisor

2 7 Force Majeure Neither Party will be m Default in the performance of its obbgations under this 
Agreement if such performance is prevented or delayed due to Force Majeure If Area Developer is unable to 
meet the Minimum Development Obbgation for any Development Penod solely as the result of Force Majeure 
or any legal disabibty of Franchisor to debver a Disclosure Document pursuant to Section 5 4, which results in 
the inabibty of Area Developer to construct and Open Daphne's Restaurants as required by this Agreement, 
Area Developer shall provide Franchisor, withm five (5) days after the occurrence of an event that Area 
Developer bebeves is an event of Force Majeure, with notice of the specific nature and extent of the Force 
Majeure and an explanation as to how the event has delayed Area Developer's performance under this 
Agreement The determination of whether an event of Force Majeure has occurred shall be made by Franchisor 
upon Franchisor's assessment of the event causing the delay If Franchisor determines that the Default is the 
result of an event of Force Majeure, the requued date for performance by Area Developer shall be extended 
by the number of days equal to the number of days that the Force Majeure exists Area Developer shall provide 
Franchisor with continumg updates and all mformation requested by Franchisor regarding Area Developer's 
progress and dibgence in responding to and overcommg the event of Force Majeure

2 8 No Rights to Use the Daphne's Marks or Daphne's System This Agreement is not a Franchise 
Agreement, and does not grant Area Developer any right to use the Daphne's Marks or Daphne's System or 
to sell or distribute any Authorized Products To protect Daphne's System, the Daphne's Marks, Daphne's 
Trade Secrets and the goodwill associated witli them. Area Developer's rights to use the Daphne's Marks and 
Daphne's System will be granted to Area Developer solely under the terms of a Franchise Agreement

3 INITIAL TERM AND RENEWAL TERM

3 1 Initial Term The Initial Term shall commence on the Effechve Date and shall expire on the Expiration 
Date

3 2 Renewal Rights If Area Developer desires to engage in further development of Daphne's Restaurants 
m the Development Area following the Expiration Date, Area Developer shall, no later than one hundred 
eighty (180) days prior to the Expiration Date, notify Franchisor m writing (the "Renewal Notice") that Area 
Developer desires to extend the Initial Term and provide Franchisor with a plan for the development of
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additional Daphne's Restaurants in the Development Area (the "Renewal Development Obligation"), setting 
forth the number of additional Daphne's Restaurants proposed to be Opened by Area Developer durmg the 
Renewal Term, tlie proposed fees payable to Franchisor for each Daphne's Restaurant proposed to be Opened 
durmg the Renewal Term and the proposed Openmg Dates for each Daphne's Restaurant durmg the Renewal 
Term 'The Renewal Rights may be exercised by Area Developer only if all conditions precedent set forth m 
this Article 3 are satisfied pnor to the Expiration Date If Area Developer does not elect to renew the Initial 
Term m accordance with this Section 3 2. this Agreement shall termmate on the Expiration Date If Area 
Developer exerases its rights to renew this Agreement, this Agreement shall termmate on the Renewal Term 
Expiration Date Except as provided m this Section 3 2. this Agreement is not otherwise renewable

3 3 Renewal Development Obligation If the Renewal Development Obhgation proposed by the 
Renewal Development Notice is unacceptable to Franchisor m any respect. Franchisor and Area Developer 
shall negohate durmg the following sixty (60) day penod to agree upon an acceptable Renewal Development 
Obhgation If the Renewal Development Obhgation proposed by Area Developer is acceptable to Franchisor, 
or if Franchisor and Area Developer reach agreement on an alternative Renewal Development Obhgation 
withm the sixty (60) day period after the date of the Renewal Notice, Franchisor shall deliver to Area Developer 
its Then-Current form of Area Development Agreement (the "Renewal Area Development Agreement") 
extendmg the Initial Term for the Renewal Term and settmg forth the agreed upon Renewal Development 
Obhgation Withm thirty (30) days after Area Developer's receipt of the Renewal Area Development 
Agreement, Area Developer shall execute the Renewal Area Development Agreement and return it to 
Franchisor If Area Developer has so executed and returned the Renewal Area Development Agreement and 
has satisfied the conditions precedent set forth m this Article 3. Franchisor shall execute the Renewal Area 
Development Agreement and return a fully executed copy to Area Developer

3 4 Conditions to Renewal Franchisor shall execute the Renewal Area Development Agreement if, and 
only if (i) Area Developer has fully performed all of its obhgations under this Agreement and all other 
agreements between the Parties and is m Good Standmg on the date of the Renewal Notice, on the date of 
Franchisor's execution of the Renewal Area Development Agreement and on the Expiration Date, (ii) Area 
Developer has demonstrated Area Developer's Then-Current financial abihty to implement and complete the 
Renewal Development Obligahon, (ui) Area Developer has Opened and contmues to operate no less than the 
aggregate number of Daphne's Restaurants required by the Mmunum Development Obligation m compbance 
with the Development Schedule, (iv) Area Developer has executed the Renewal Area Development Agreement 
and debvered it to Franchisor, (v) Area Developer executes and debvers to a General Release to Franchisor m 
a form acceptable to Franchisor, and (vi) Area Developer has paid Franchisor the Renewal Fee in the amount 
set forth on Exhibit A when Area Developer issues the Renewal Notice to Franchisor

3 5 Effect of Expiration If the conditions set forth m this Article 3 are not satisfied before the Expiration 
Date, Area Developer shall have no further right to develop additional Daphne's Restaurants in the 
Development Area and no further rights or obligations under this Agreement, (u) Area Developer shall have 
the right to continue to own and operate all Daphne's Restaurants Opened by Area Developer prior to the 
Expiration Date under Franchise Agreements with Franchisor that remain m full force and effect on the 
Expirahon Date, and (in) Franchisor, may, but shall not be requu-ed to, develop, own and operate, and grant 
franchises to third parties to develop, own and operate Daphne's Restaurants at any location within or outside 
of the Development Area, without restriction

3 6 Term and Expiration Date If the Parties execute a Renewal Area Development Agreement (i) "Term" 
shall mean both the Initial Term and the Renewal Term, and (ii) "Expiration Date" shall mean both the 
Expiration Date of the bntial Term and the Renewal Term Expiration Date
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PAYMENTS BY AREA DEVELOPER

4 1 Development Fee On the Effective Date, Area Developer shall pay the Development Fee to Franchisor 
for the rights granted to Area Developer under this Agreement by a wnre transfer of immediately available 
funds to a bank account designated by Franchisor The Development Fee is fully earned by Franchisor when 
paid and is nonrefundable, in whole or m part, under any circumstances

4 2 Initial Franchise Fees Area Developer shall pay Franchisor an Initial Franchise Fee for each Daphne's 
Restaurant to be operated under this Agreement Area Developer shall sign the Franchise Agreement for tlie 
first Daphne's Restaurant and pay Franchisor an Inibal Franchise Fee when Area Developer signs this 
Agreement Area Developer shall pay Franchisor the Initial Franchise Fee for the first Daphne's Restaurant to 
be operated under this Agreement in full on the Effective Date by a wire transfer of immediately available 
funds to a bank account designated by Franchisor The Initial Franchise Fee for each additional Daphne's 
Restaurant shall be payable upon execution by Area Developer of each Franchise Agreement entered mto for 
a Daphne's Restaurant under this Agreement, less the Development Fee Credit for each Daphne's Restaurant, 
not to exceed a credit of the amount set forth on Exhibit A for any one Daphne's Restaurant The Initial 
Franchise Fee for each Daphne's Restaurant is fully earned by Franchisor when paid and is non-refundable, m 
whole or in part, under any circumstances

5 INITIAL SERVICES AND ONGOING OBLIGATIONS OF FRANCHISOR

5 1 Limited Obligations Area Developer acknowledges and agrees that Franchisor's obligations under 
this Agreement are hmited to identifymg the Development Area and that Franchisor has no ongomg 
obligations for trainmg or operahonal support for Area Developer under this Agreement All mitial and 
contmumg obbgations of Franchisor to Area Developer shall be provided by Franchisor under Franchisor's 
Then-Current Franchise Agreement for each Daphne's Restaurant to be developed and opened m the 
Development Area by Area Developer

5 2 Conditaons to Franchisor's Obligafaons To protect Daphne's System, the Daphne's Marks, Daphne's 
Trade Secrets and the goodwiU associated with them. Area Developer acknowledges and agrees that, as a 
condition precedent to Franchisor's performance of Franchisor's obligations under the Franchise Agreements 
and to Area Developer's right to develop each and every Daphne's Restaurant, all of the followmg conditions 
precedent must be satisfied Franchisor shall execute a Franchise Agreement for each Daphne's Restaurant if, 
and only if (i) Area Developer has fully performed all of its obligations under this Agreement and all other 
agreements between the Parties and is m Good Standing on the date of Franchisor's execution of a Franchise 
Agreement, (ii) Area Developer demonstrates Area Developer's Then-Current fmancial abibty to implement 
and complete the construction and Openmg of Daphne's Restaurant, (iii) Area Developer has Opened and 
continues to operate no less than the aggregate number of Daphne's Restaurants required by the Mmunum 
Development Obligation m compbance with the Development Schedule, (iv) Area Developer has executed a 
Franchise Agreement and debvered it to Franchisor, (v) Area Developer executes and debvers a General 
Release to Franchisor m a form acceptable to Franchisor, and (vi) Area Developer has paid Franchisor the 
Initial Franchise Fee when Area Developer executes a Franchise Agreement and returned it to Franchisor

6 OBLIGATIONS OF AREA DEVELOPER

To protect Daphne's System, the Daphne's Marks, Daphne's Trade Secrets and the goodwill associated with 
them
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6 ii Development and Operation of Daphne's Restaurants Area Developer shall, at all times during the 
Term, exert Area Developer's best efforts to faithfully, honestly and diligently develop. Open and operate the 
number of Daphne's Restaurants in the Development Area in order to sahsfy the Minimum Development 
Obligation and the Development Schedule in accordance with the requirements of this Agreement and each 
Franchise Agreement for each Daphne's Restaurant

6 2 Daphne's System Area Developer shall operate Daphne's Restaurants m compliance with the terms 
of the Franchise Agreements and the Manuals Area Developer acknowledges and agrees that Area Developer 
alone shall exercise day-to-day control over all operations, activities and elements of Daphne's Restaurants, 
mcludmg over Area Developer's employees, and that under no circumstance shall Franchisor do so or be 
deemed to do so Area Developer further acknowledges and agrees that the various requirements, restnchons, 
prohibitions, specifications and procedures of Daphne's System that Area Developer must comply with under 
the Franchise Agreements, the Manuals or otherv\nse, do not directly or indirectly constitute, suggest, mfer or 
imply that Franchisor controls any aspect or element of the day-to-day operations of Daphne's Restaurants, 
which Area Developer alone controls, but only constitute standards to which Area Developer must adhere 
when exercising Area Developer's control over the day-to-day operations of Daphne's Restaurants consistent 
with the pohcies of Franchisor Area Developer shall comply with each Franchise Agreement and shall develop 
and operate the Daphne's Restaurants in conformity with the methods, standards, and specifications that 
Franchisor may from time to time prescribe in the Manuals or otherwise Since every detail of Daphne’s System 
is essential in order to develop and mamtain quahty operating standards, to mcrease the demand for the 
products and services sold by Daphne's Restaurants under Daphne's System and to protect the Daphne's 
Marks and Franchisor's reputahon and goodwill. Franchisor shall have the nght to disapprove, as it beheves 
necessary, any modification of, or addition to. Daphne's System suggested by Area Developer that is 
reasonably likely to have an adverse material effect on Daphne's System, the Daphne's Marks or Franchisor's 
reputahon or goodwill

7 DAPHNE'S MARKS

Franchisor and its Affiliates continue to develop, use and control the use of the Daphne's Marks m order to 
idenhfy for the pubhc the source of services and products marketed under the Daphne's Marks and Daphne's 
System, and to represent Daphne's System's high standards of quality, appearance and service To protect 
Daphne's System, the Daphne's Marks, Daphne's Trade Secrets and the goodwill associated with them

7 1 Ownership and Goodwill of Daphne's Marks Area Developer acknowledges and agrees that its 
right to use the Daphne's Marks is derived solely from the Franchise Agreements between Area Developer 
and Franchisor Any unauthonzed use of the Daphne's Marks by Area Developer shall constitute a Default 
under this Agreement and an mfringement of Franchisor's and Franchisor's Affihate's rights in and to the 
Daphne's Marks Area Developer acknowledges and agrees that as between the Parties (i) Franchisor owns 
the Daphne's Marks and Daphne's System, (u) Area Developer owns no goodwill or rights in the Daphne's 
Marks or Daphne's System except for the license granted by this Agreement, and (m) Area Developer's use of 
the Daphne's Marks and any goodwill established by that use shall mure to the exclusive benefit of Franchisor 
Area Developer agrees not to contest, or assist any other Person to contest, the vahdity of Franchisor's rights 
and mterest m the Daphne's Marks or Daphne's System either durmg the Term or after this Agreement 
termmates or expires

7 22 Limitations on Use Area Developer shall not use any Mark (i) with any prefix, suffix, or other 
modifymg words, terms, designs, or symbols (other than logos licensed to Area Developer under this 
Agreement), (ii) m connection with unauthonzed services or products, (in) as part of any domam name or 
electronic address maintained on the Internet, the World Wide Web, or any other similar proprietary or
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common earner electronic debvery system, or (iv) in any other manner not expressly authonzed in writing by 
Franchisor Area Developer shall give all notices of trademark and service mark registration as Franchisor 
specifies and shall use and obtam all fictitious or assumed name registrations required by Franchisor or under 
applicable law Area Developer further agrees that no service marks other than "Daphne's", "Daphne's 
California Greek" or other Daphne's Marks specified by Franchisor shall be used m marketmg, promoting, 
or operating Daphne's Restaurants

7 3 Internet Area Developer shall not develop, create, generate, own, hcense, lease or use in any manner 
any computer medium or electronic medium (includmg, without limitation, any Internet home page, e-mail 
address, web site, domam name, bulletin board, newsgroup or otlier Internet-related medium or activity) 
which in any way uses or displays, in whole or part, the Daphne's Marks, or any of them, or any words, 
symbols or terms confusmgly similar to them without Franchisor's prior written consent, and then only m the 
manner and m accordance with the procedures, policies, standards and specifications that Franchisor may 
establish from time to time Area Developer shall not separately register any domam name or any portion of 
any domam name contammg the Daphne's Marks or participate or market on any web site or other form of 
electromc media (mcludmg without limitahon, through the use of social technology, social media, social 
networkmg platforms or other forms of electronic media not yet developed) usmg the Daphne's Marks without 
Franchisor's prior written consent Area Developer's general conduct on the Internet and m the use of other 
forms of electronic media is subject to the terms and conditions of this Agreement and all other rules, 
requirements or pobcies that Franchisor may identify from time to tune Franchisor may, at any tune after 
Area Developer commences use of any approved electronic media, prohibit further use, effective upon receipt 
of written nohee by Area Developer

8 CONFIDENTIAL INFORMATION

8iL Confidential Information Area Developer acknowledges and agrees that Daphne's System is 
comprised of confidential mformation that has been developed by Franchisor and the Operatmg Company by 
the investment of time, skill, effort and money and is widely recognized by the pubbe, is of substantial value, 
and IS propnetary, confidential and constitutes trade secrets of Franchisor and the Operating Company and 
theu- Affiliates, and mcludes, without bmitation, tangble and mtangible mformation (whether or not m 
electronic form) relatmg to Franchisor's busmess operations, products and services, recipes, cookmg and 
preparation tecliniques and methods, sources of matenals and equipment, customer management and other 
software, data, other content, formulations, patterns, compilations, programs, devices and processes, busmess 
relationships, contact mformation for industry professionals, designs, developmental or experunental work 
and services, improvements, discoveries, plans for research, potential new or supplemental products and 
services, websites, advertisements or ancillary products and services, marketmg and seUmg methods and/or 
plans, busmess plans, budgets and vmpubbshed fmancial statements, bcenses, prices and costs, vendors, 
collaborators, current customer and prospective customer names and addresses, mformation regardmg credit 
extensions to customers, customer service purchasmg histones, prices charged to customers, customer bsts 
and other customer data, mformation regardmg the sblls and compensation of employees of Franchisor and 
contractors of Franchisor, designs, drawings, specifications, source code, object code, documentation, 
diagrams, flowcharts, research, development, marketmg techniques and matenals, trademarks, trade secrets, 
sales/license techniques, mventions, copynghtable matenal, trademarkable matenal, databases, relationships 
between Franchisor and other companies. Persons or Entities, knowledge or know-how concemmg the 
methods of operation of Daphne's Restaurants which may be communicated to Area Developer, or of which 
Area Developer may be appnsed under the terms of this Agreement, and any other mformation or material 
considered propnetary by Franchisor whether or not designated as confidential mformation by Franchisor, 
that IS not generally known by the public, or which denves mdependent economic value (actual or potential) 
from not bemg generally known to the public or Persons unaffibated with Franchisor or its Affiliates and
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which IS the subject of efforts by Franchisor that are reasonable under the circumstances to maintam its secrecy, 
and any other information in oral, written, graphic or electronic form which, given the circumstances 
surroundmg its disclosure, would be considered confidential (collectively, the "Confidential Information") 
Confidential Information does not mclude any information that (i) was in the lawful and unrestricted 
possession of Area Developer pnor to its disclosure by Franchisor, (ii) is or becomes generally available to the 
public by acts other than those of Area Developer after receivmg it, (ui) has been received lawfully and in good 
faith by Area Developer from a third party who did not derive it from Franchisor or Area Developer, or (iv) is 
shown by acceptable evidence to have been independently developed by Area Developer

8 2 Value Area Developer acknowledges and agrees the Confidenhal Information is not generally known 
by the pubhc or parhes other than Franchisor, its Affihates, its franchisees and Area Developer, denves 
independent economic value (actual or potential) from not bemg generally known to the pubhc or Persons 
unaffihated with Franchisor, its franchisees or Area Developer, and is the subject of efforts by Franchisor that 
are reasonable under the circumstances to mamtam the secrecy of the Confidential Informahon, mcludmg, 
without limitation (i) not reveahng the Confidenhal Information to imauthorized parhes, (ii) requinng its 
franchisees to acknowledge and agree in writing that the Confidenhal Informahon is confidential, (lu) 
requirmg its franchisees to agree in writing to mamtain the confidentiahty of the Confidential Information, 
(iv) monitormgelectronic access to the Confidential Informahon by the use of passwords and other restrictions 
so that electronic access to the Confidential Informahon is limited to authorized parties, and (v) requirmg its 
franchisees to return all Confidenhal Informahon to Franchisor upon the termmahon or expiration of their 
Franchise Agreements

8 3 Mamtain Confidentiality To protect Daphne's System, the Daphne's Marks, Daphne's Trade Secrets 
and the goodwill associated with them. Area Developer shall not, during the term of this Agreement or 
thereafter, communicate, divulge, or use for the benefit of anyone else, any mformation that Franchisor 
considers its trade secrets and/or Confidential Informahon Area Developer shall divulge such Confidential 
Information only to its supervisorial or managerial personnel who must have access to it m order to perform 
their employment responsibilities

8 4 Irreparable Injury from Disclosure of Confidential Information Area Developer acknowledges and 
agrees that failure to comply with the requirements of this Article 8 will result m irreparable mjury to 
Franchisor for which no adequate remedy at law may be available, and Area Developer consents to the 
issuance of, and agrees to pay all court costs and reasonable attorneys' fees mcurred by Franchisor m obtammg, 
without the postmg of any bond, an ex parte or other order for mjunctive or other legal or equitable rebef with 
respect to the requirements'of this Article 8

8 5 Confidentialitv Covenants from Individuals Associated with Area Developer Area Developer shall 
require any supervisorial or managenal personnel who may have access to any Confidential Informahon of 
Franchisor to execute covenants that they will maintain the confidentiahty of the Confidential Information 
they receive m connection with their association with Area Developer Such covenants shall be m a form 
sahsfactory to Franchisor, mcludmg, without limitation, specific identificahon of Franchisor as a third-party 
beneficiary of such covenants with the mdependent right to enforce them

8 6 No Restriction Nothmg m this Article 8 is mtended to prohibit or restrict any activity which 
prohibition or restriction violates Area Developer's employees' rights to engage m protected concerted activity 
under the National Labor Relations Act
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9 TRANSFER OF INTEREST 

91 Transfer bv Franchisor

911 Franchisor shall have the right to transfer or assign all or any part of its rights or obbgations 
under this Agreement to any Person or Entity without the consent or approval of Area Developer With respect 
to any assignment which results in the subsequent performance by the assignee of all of Franchisor's 
obligahons under this Agreement, the assignee shall expressly assume and agree to perform such obligations, 
and shall become solely responsible for all obbgations of Franchisor under this Agreement from the date of 
assignment Franchisor and or its Affibates may sell their assets, the Daphne's Marks, or Daphne's System, 
may sell secunties in a public offenng or in a private placement, may merge, acquire other corporations, or be 
acquired by another corporahon, and may undertake a refinancing, recapitalization, leveraged buy-out, or 
other economic or fmanaal restructuring (collectively, a "Capital Event"), all without the consent or approval 
of Area Developer

9 12 Upon the occurrence of a Capital Event, Franchisor shall have the right (the 'Take-Along 
Right") to compel Area Developer to sell and, m such event. Area Developer shall sell the assets of any or all 
of Daphne's Restaurants, regardless of whether such Daphne's Restaurants are under construction or are Open 
and operahng (collectively the 'Take-AIong Assets") at the same value attnbutable to Daphne's Restaurants 
owned and operated by Franchisor or its Affibates at the closing of a Capital Event Franchisor shall exercise 
this Take-Along Right to compel the sale of the Take-Along Assets by Area Developer by providmg Area 
Developer with wntten nohce (the "Take-Along Notice") setting forth the time and place of the closmg of the 
Capital Event, which time and place shall not be less than thirty (30) days after the date of the Take-Along 
Notice, and the expected price and form of consideration to be paid for the Take-Along Assets at the closmg

9 2 Assignment bv Area Developer Area Developer acknowledges and agrees that the nghts granted to 
Area Developer under this Agreement are personal and are granted m rebance upon, among other 
considerations, the mdividual or collective character, skill, aptitude, attitude, expenence, busmess abibty and 
financial condition and capacity of Area Developer and, if Area Developer is an Enhty, that of the Owners 
Accordmgly, to protect Daphne's System, the Daphne's Marks, Daphne's Trade Secrets and the goodwill 
associated with them. Area Developer shall not offer, sell, or negotiate the sale of its rights under this 
Agreement to any third party, either in Area Developer's own name or m the name and/or on behalf of 
Franchisor, except as otherwise provided m this Agreement Area Developer acknowledges and agrees that 
Area Developer has no right, by operation of law or otherwise, to sell, assign, transfer, pledge, donate, 
encumber or otherwise deal with, directly or mdirectly (i) any mterest in this Agreement, or (ii) the right to 
use Daphne's System or the Daphne's Marks granted pursuant to this Agreement (an "Assignment") without 
Franchisor's prior written consent Franchisor shall not unreasonably withhold its consent to an Assignment 
if, m Franchisor's judgment. Area Developer satisfies the conditions to the Assignment identified m this 
Agreement

9 21 Unless the Parties otherwise agree m wntmg. Area Developer shall not make any Assignment 
of this Agreement except m conjunction with a concurrent Assignment to the same approved assignee of all 
Daphne's Restaurants then owned and operated by Area Developer m the Development Area As a condition 
to Franchisor's consent to such an Assignment, the assignee must execute Franchisor's Then-Current form of 
Franchise Agreement for each Daphne's Restaurant sold to the assignee Further, without Franchisor's prior 
written consent, which may be withheld by Franchisor m its discrehon (i) Area Developer shall not offer for 
sale or transfer at public or private auction any of the rights of Area Developer under this Agreement, and (ii) 
Area Developer shall not, directly or indirectly, pledge, encumber, hypothecate or otherwise grant any third 
party a security interest m this Agreement m any manner whatsoever To the extent that the foregoing
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prohibition may be ineffective under Applicable Law, Area Developer shall provide not less than ten (10) days' 
prior written notice (which notice shall contain the name and address of the secured party and the terms of 
such pledge, encumbrance, hypothecation or security mterest) of any pledge, encumbrance, hypothecation or 
secunty interest in this Agreement

9 2 2 For purposes of tins Agreement, each of the following events is an Assignment subject to the 
conditions to Assignment identified in this Agreement (i) the death or incapacity of any Owner, (u) the offer 
or sale of securities of Area Developer pursuant to a transaction subject to registration under apphcable 
secunhes laws or by private placement pursuant to a written offering memorandum, (iii) the sale, assignment, 
transfer, conveyance, gift, pledge, mortgage, or other encumbrance of more than twenty percent (20%) in the 
aggregate, whether m one or more transactions, of the Equity or voting power of Area Developer, by operation 
of law or otherwise or any other events or transactions which, directly or mdirectly, effectively changes control 
of Area Developer, (iv) the issuance of any secunties by Area Developer which itself or in combination with 
any other transactions results in the Owners, as constituted on the Execution Date, ownmg less than forty 
percent (40%) of the outstanding Equity or voting power of Area Developer, and (v) any merger, stock 
redemption, consolidation, reorganizahon, recapitalizahon or other transfer of control of the Area Developer, 
however effected Area Developer shall promptly provide Franchisor with written notice (stating such 
mformation as Franchisor may from tune to tune require) of each and every transfer, assignment and 
encumbrance by any Area Developer Owner of any direct or indirect Equity or voting rights in Area 
Developer, notwithstandmg that such transfer, assignment, or encumbrance may not constitute an 
"Assignment" as defmed under this Article 9

9 2 3 Neither Franchisor's right of first refusal nor the other conditions of Assignment shall apply 
to a transfer by Area Developer of all of Area Developer's rights under this Agreement to a newly-formed 
corporation, limited Lability company or other business Entity provided all of the Equity or votmg mterests 
of the new busmess Entity are owned by the same Owners (a "Qualified Assignment") Any attempted or 
purported Assignment which fails to comply with the requirements of this Article 9 shall be null and void and 
shall constitute a Default under this Agreement

9 3 Right of First Refusal Except with respect to a "Qualified Assignment", if Area Developer or an 
Owner receives a bona fide wntten offer ("Third Party Offei^') from a third party (the "Proposed Buyer") to 
purchase or otherwise acquire any mterest in Area Developer which will result m an Assignment within the 
meaning of this Agreement, Area Developer or the Proposed Buyer, shall, withm five (5) days after receivmg 
the Third Party Offer and before acceptmg it, apply to Franchisor in writmg for Franchisor's consent to the 
proposed Assignment To constitute a bona fide written offer, the Third Party Offer must also apply to all of 
Daphne's Restaurants then owned and operated by Area Developer m the Development Area

9 31 Area Developer, or the Proposed Buyer, shall attach to its appbcation for consent to complete 
the transfer a copy of the Third Party Offer together with (i) mformation relatmg to the proposed transferee's 
experience and qualifications, (u) a copy of the proposed transferee's current fmancial statement, and (iii) any 
other mfonnation material to the Third Party Offer, proposed transferee and proposed assignment or that 
Franchisor requests

9 3 2 Franchisor or its nommee shall have the right, exercisable by written notice ("Purchase 
Notice") given to Area Developer or the Proposed Buyer, withm thirty (30) days following receipt of the Third 
Party Offer, all supportmg mformation, and the appbcation for consent, to notify Area Developer or the 
Proposed Buyer that it will purchase or acquire the nghts, assets. Equity or mterests proposed to be assigned 
on the same terms and conditions set forth m the Third Party Offer, except that Franchisor may (i) substitute 
cash for any form of payment proposed m the offer discounted to present value based upon the rate of mterest
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stated in the Third Party Offer, and (ii) deduct from the purchase pnce the amount of all amounts then due 
and owing from Area Developer to Franchisor under this Agreement or otherwise

9 3 3 If Franchisor or its nominee elects to purchase or acquire the rights, assets. Equity or mterests 
proposed to be assigned to the Proposed Buyer, the closmg shall take no later than sixty (60) days following 
the date that the Purchase Notice was issued by Franchisor

9 3 4 If Franchisor does not elect to purchase or acquire the rights, assets. Equity or mterests 
proposed to be assigned to the Proposed Buyer, the closmg of the sale to the Proposed Buyer shall take no later 
than nmety (90) days followmg the date that the Third Party Offer was received by Area Developer If there is 
any matenal change m the terms of the Third Party Offer before the closing of the sale. Franchisor shall have 
a ri£

9 4 Conditions of Assignment to Third Party As a condition to obtammg Franchisor's consent to an 
Assignment, all of the following conditions must be satisfied

9 41 The Proposed Buyer must submit a completed franchise apphcation to Franchisor and meet 
Franchisor's Then-Current qualifications for new Daphne's California Greek Area Developers, includmg 
qualifications pertairung to fmancial condition, credit ratmg, experience, moral character and reputahon

9 4 2 Area Developer must be m Good Standing on the date consent is requested and until the date 
of closmg of the Assignment

9 4 3 The sales price of the interest to be conveyed must not be so high, or the terms of the sale so 
onerous, that, m the judgment of Franchisor, the Proposed Buyer will be unlikely to meet the Proposed Buyer's 
fmancial and other obhgations to Franchisor, third party suppliers and creditors followmg the closmg 
Franchisor shall have no liabibty to either Area Developer or the Proposed Buyer if Franchisor approves the 
Assignment and the Proposed Buyer thereafter experiences fmancial difficulties

9 4 4 The Proposed Buyer must sign Franchisor's Then-Current form of Area Development 
Agreement, the terms of which may differ materially from any and all of the terms contamed m this 
Agreement, and which shall supersede this Agreement m all respects In exchange for signing Then-Current 
Area Development Agreement, the Proposed Buyer shall receive the rights provided for m this Agreement, as 
modified by the terms of Then-Current form of Area Development Agreement If Franchisor is not offermg 
new area development franchises, is m the process of revismg, amending or renewmg Franchisor's form of 
Area Development Agreement or Disclosure Document or is not lawfully able to offer Franchisor's Then- 
Current form of Area Development Agreement at the time of an Assignment, Franchisor may offer to amend 
this Agreement, upon terms and conditions that will be established by Franchisor and the Proposed Buyer at 
that time, or may offer to amend the term of this Agreement on substantially the terms and conditions set forth 
m this Agreement on a month-to-month basis for as long as Franchisor deems necessary or appropriate so that 
Franchisor may subsequently offer and utihze a Then-Current form of Area Development Agreement

9 4 5 Area Developer will remain subject to all obligahons stated m this Agreement that expressly, 
or by impbcation due to their nature, survive the Assignment, termination or expiration of fhis Agreement, 
mcluding, without limitation, the provisions prohibitmg competition, non-mterference and non-disclosure of 
Confidential Information

946 
to Franchisor

Area Developer and the Proposed Buyer shall execute a General Release in a form acceptable
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9 4 7 At the time the Proposed Buyer submits a complete transfer application to Franchisor, Area 
Developer shall pay Franchisor the Transfer Fee to apply agamst Franchisor's admmistrahve and other costs 
to process the Assignment The Transfer Fee is fully earned by Franchisor when paid and is nonrefundable, m 
whole or in part, under any circumstances

9 4 8 Area Developer must simultaneously transfer its rights m all contracts for which contmuation 
IS necessary for operahon of Daphne's Restaurants to the Proposed Buyer and satisfy any separate conditions 
to obtam any third party consents required for the transfer of Area Developer's rights to the Proposed Buyer 
The Proposed Buyer must execute all other documents and agreements required by Franchisor to consummate 
the Assignment All required third party consents to the Assignment must be obtamed If the Proposed Buyer 
IS a corporation, limited Uabihty company or other busmess Entity, each Person who at the time of the 
Assignment, or later, owns or acquires, either legally or beneficially, twenty percent (20%) or more of the 
Equity or vohng interests of the Proposed Buyer must execute a Guarantee m a form acceptable to Franchisor

9 4 9 Area Developer's nght to receive the sales proceeds from the Proposed Buyer in considerahon 
of the Assignment shall be subordinate to the obligations of the Proposed Buyer owed to Franchisor and its 
Affiliates under, or pursuant to, this Agreement or any other agreement All contracts by and between Area 
Developer and the Proposed Buyer shall expressly include a subordmation provision permithng payment of 
the sales proceeds to Area Developer only after any outstanding obhgations owed to Franchisor and its 
Affihates are fully satished

9 4 10 Except when the transferee is an existmg Area Developer or franchisee of Franchisor, the 
Proposed Buyer, and a supervisorial or managenal employee of the Proposed Buyer who will have general 
management and supervisory responsibilities for Daphne's Restaurants who is acceptable to Franchisor, must 
complete to Franchisor's sole satisfaction Franchisor's Initial Trammg Program prior to the effective date of 
the Assignment

9 411 The Proposed Buyer must conform Daphne's Restaurants with Franchisor's Then-Current 
appearance and design standards and equipment specihcations applicable to new Daphne's Restaurants

9 4 12, Area Developer must sign a guarantee personally guaranteeing the Proposed Buyer's 
obhgahons under the new Area Development Agreement m favor of Franchisor

9 5 Death or Incapacity In the event of the death or mcapacity of an Owner, the spouse, heirs or personal 
representative of the deceased or mcapacitated Person, or the remaining shareholders, members, partners or 
owners (the "Successor") shall have one hundred eighty (180) days from the date of death or mcapacity m 
which to (i) purchase the mterest of the deceased or incapacitated Person, or (ii) complete an Assignment of 
the interest of the deceased or incapacitated Person to a quahfied, approved third party, subject to the 
provisions of this Article 9 If a Successor has not purchased the interest of the deceased or mcapacitated Person 
or completed an Assignment of the interest of the deceased or mcapacitated Person to a quahfied, approved 
third party withm one hundred eighty (180) days from the date of death or mcapacity. Franchisor may 
termmate this Agreement

9 6 Restriction on Publicly Traded and Private Securities Securities, partnership or other ownership 
mterests m Area Developer may not be offered to the pubhc under the Securities Act of 1933, as amended, nor 
may they be registered under the Secunties Exchange Act of 1934, as amended, or any comparable federal, 
state or foreign law, rule or regulation Such mterests may be offered by private offermg or otherwise only 
with the prior written consent of Franchisor, which consent shall not be unreasonably withheld All materials 
required for any private offermg by federal or state law shall be submitted to Franchisor for a limited review
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as discussed below prior to being filed with any governmental agency, and any materials to be used in any 
exempt offering shaU be submitted to Franchisor for such review prior to their use No offering by Area 
Developer shall imply that Franchisor is participating in an underwriting, issuance or offermg of securities of 
Area Developer or Franchisor, and Franchisor's review of any offering materials shall be limited solely to the 
subject of the relationship between Area Developer and Franchisor, and its Affiliates Franchisor may, at its 
option, require Area Developer's offering materials to contain a wntten statement prescribed by Franchisor 
concerning the limitations described m the preceding sentence Area Developer, its Owners and other 
participants in the offering must fully agree in wntmg to defend and indemnify Franchisor, its Affiliates, their 
respective partners and the officers, directors, manager(s) (if a limited Lability company), shareholders, 
members, partners, agents, representatives, independent contractors, servants and employees of each of them, 
from and agamst any and aU losses, costs and liabibty m connection with the offermg and shall execute any 
documentation required by Franchisor to further evidence this mdemnity For each proposed offermg. Area 
Developer shall pay to Franchisor a non-refundable fee of $10,000, which shall be m addition to any Transfer 
Fee under any Franchise Agreement and/or Development Agreement or such greater amount as is necessary 
to reimburse Franchisor for its reasonable costs and expenses assoaated with reviewmg the proposed offermg, 
mcludmg without bmitahon, legal and accountmg fees Area Developer shall give Franchisor wntten notice 
at least thirty (30) days prior to the date of commencement of any offermg or other transaction covered by this 
Article 9

TRANSFER BY AREA DEVELOPER IN BANKRUPTCY. FRANCHISOR'S RIGHTS

If, for any reason, this Agreement is not termmated pursuant to Sechon 111 and instead the Assignment and 
assumption of this Agreement to and by any Person or Entity who has made a bona fide offer to accept an 
Assignment of it is contemplated, pursuant to the United States Bankruptcy Code, then notice of the proposed 
Assignment or assumption, which shall set forth (a) the name and address of the proposed assignee, and (b) 
all of the terms and conditions of the proposed Assignment and assumphon, shall be given to Franchisor 
withm twenty (20) days after receipt of the proposed assignee's offer to accept Assignment of this Agreement 
Further, withm ten (10) days prior to the date application is made to a court of competent jurisdiction for 
authority and approval to enter mto the Assignment and assumption. Franchisor shall have the prior nght 
and option, to be exercised by notice given at any time prior to the effective date of the proposed Assignment 
and assumption, to accept an Assignment of this Agreement to Franchisor itself upon the same terms and 
condihons and for the same consideration, if any, as m the bona fide offer made by the proposed assignee, 
which consideration shall be reduced by the amount of any brokerage commissions which may be payable by 
Area Developer out of the consideration to be paid by the assignee for tine Assignment of this Agreement

DEFAULT AND TERMINATION

111 Termination on Area Developer's Bankruptcy or Insolvency Area Developer shall be deemed to be 
m Default under this Agreement, and all nghts granted to Area Developer of this Agreement shall 
automatically termmate without notice to Area Developer if (i) Area Developer oi its Principal Oumer 
becomes msolvent or makes a general assignment for the benefit of creditors, (ii) a petition in bankruptcy is 
hied under the United States Bankruptcy Act by Area Developer or its Prinapal Ov\Tier or such a petition is 
hied agamst and not opposed by Area Developer or its Principal Owner, (in) Area Developer or its Principal 
Oumer is adjudicated as bankrupt or msolvent, (iv) a bill m equity or other proceedmg for the appomtment of 
a receiver of Area Developer or its Prmcipal Owner or other custodian for any Daphne's Restaurant is filed 
and consented to by Area Developer or its Principal Ownei. (v) a receiver or other custodian (permanent or 
temporary) of Area Developer's or its Principal Owner's assets or property, or any part thereof, is appomted 
by any court of competent junsdiction, (vi) proceedmgs for a composition with creditors under any Appbcable 
Law IS instituted by or agamst Area Developer or its Pnncipal Owner, (vu) a fmal judgment m excess of
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$100,000 against any Daphne's Restaurants remains unsatished or of record for thirty (30) days or longer 
(unless a supersedeas bond is filed), (vui) Area Developer or its Principal Owner admits Area Developer or its 
Principal OvvTier is unable to generally pay Area Developer's or its Principal Owner's debts as they become 
due, (ix) execution is levied against any Daphne's Restaurant or property, (x) suit to foreclose any hen or 
mortgage against any Daphne's Restaurant or the equipment of any Daphne's Restaurant is instituted agamst 
Area Developer oi its Principal Oumer and not dismissed within thirty (30) days, or (xi) any Daphne's 
Restaurant shall be sold after levy thereupon by any shenff, marshal, or constable

112 Terminafaon with Nohce and Without Opportunity to Cure Area Developer shall be in Default under 
this Agreement, and Franchisor may, at its option, terrrunate this Agreement and all nghts granted under this 
Agreement, without affordmg Area Developer any opportunity to cure the Default, effective immediately 
upon receipt of notice by Area Developer if (i) Area Developer or an Owner is convicted of a felony, a crune 
involvmg moral turpitude, or any other crime or offense that Franchisor believes is reasonably hkely to have 
an ad verse effect on Daphne's System, the Daphne's Marks, the goodwill associated with them, or Franchisor's 
mterest in them, (ii) Area Developer fails to comply with the Development Schedule, (in) any of the Franchise 
Agreements or any other agreement between Area Developer and Franchisor or its Affibates are termmated 
due to a Default by Area Developer, (iv) any purported assignment or transfer of any duect or mdirect mterest 
in this Agreement, m Daphne's Restaurants, or m all or substantially all of Area Developer's assets is made to 
any third party by Area Developer or an Owner without Franchisor's prior written consent, (v) any 
Assignment of the Equity ownership interests of Area Developer or an Owner is made to any third party 
without Franchisor's prior written consent, (vi) Area Developer or an Owner discloses or divulges the contents 
of Franchisor's Manuals, Daphne's Trade Secrets or other Confidential Information provided to Area 
Developer by Franchisor, (vii) an approved Assignment, as required by Section 9 5. is not effected vvathin the 
tune provided followmg death or mcapacity of an Owner, (viu) Area Developer or an Owner fails to comply 
with the covenants m Article 13 or fads to obtam execution of and debver the covenants required under Section 
13 7, (ix) Area Developer or an Owner has made any material misrepresentations m connection with their 
apphcation to Franchisor for the development rights granted by this Agreement, (x) Area Developer or an 
Owner, after curmg a Default pursuant to Section 11 3. commits the same, similar, or different Default, whether 
or not cured after notice, (xi) any Owner fails or refuses to deliver to Franchisor, within ten (10) days after 
Franchisor's wntten request, a Guarantee m substantially the form attached to this Agreement as Exhibit C 
and current fmancial statements as may from tune to time be requested by Franchisor, (xii) Area Developer, 
an Owner or an Affdiate fails to comply with any or all of the terms of this Agreement, or any other agreement 
between Franchisor, or its Affiliates, and Area Developer or an Owner beyond the applicable cure period, or 
(xui) Area Developer commits a Default of Area Developer's obhgations under this Agreement or any other 
agreement between Area Developer and Franchisor, which Default by its nature is not capable of beuig cured 
by Area Developer

113 Termination with Noface and Opportunity to Cure Except as provided in Sections 11 1 and 11 2. 
Area Developer shall have thirty (30) days after its receipt of written notice from Franchisor within which to 
remedy any Default under this Agreement and to provide evidence thereof to Franchisor If any such Default 
IS not cured within the specified time, or such longer period as Applicable Law may requue, this Agreement 
shall termmate without further notice to Area Developer effective immediately upon expiration of the thirty 
(30) day period or such longer period as Applicable Law may require Area Developer shall be m Default 
pursuant to this Section 113 for failure to substanhally comply with any of the requuements imposed by this 
Agreement, as it may from time to time reasonably be modified or supplemented by the Manuals, or for failure 
to carry out the terms of this Agreement m good faith

11 4 Options at Termination Upon any Default under Sections 11 2 or 11 3. Franchisor may immediately 
take any one or more of the following actions, by written nohce to Area Developer (i) termmate this
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Agreement and all nghts granted to Area Developer under this Agreement, (u) accelerate or decelerate the 
Development Schedule, (in) reduce the Minimum Development Obbgahon, (iv) elimmate or dimmish Area 
Developer's rights with respect to tlie Development Area or the size of the Development Area, or (v) mcrease 
the fees to be paid by Area Developer to Franchisor

11 5 Cross-Default Any Default by Area Developer under the terms and conditions of this Agreement, 
any Franchise Agreement, or any other agreement between Franchisor, or its Affiliates, and Area Developer, 
or Its Owners or Affihates, shall be deemed to be a Default of each and every other such agreement In the 
event of the termination of this Agreement for any cause, or the terminahon of any other agreement between 
Franchisor, or its Affihates, and Area Developer, Franchisor may, at its ophon, termmate any or all of such 
other agreements

12 OBLIGATIONS UPON TERMINATION OR EXPIRATION

Upon termination or expu-ation of this Agreement, all rights granted under this Agreement to Area Developer 
shall forthwith termmate, and the followmg provisions shall apply

12 1 No Right to Open Additional Daphne's Restaurants To protect Daphne's System, the Daphne's 
Marks, Daphne's Trade Secrets and the goodwill associated with them, upon termmation or expiration of this 
Agreement (i) Area Developer shall have no further nght to develop any Daphne's. Restaurants, (u) Area 
Developer shall have no further nghts or obhgations under this Agreement or the Franchise Agreements that 
were termmated, (in) Area Developer shall have the right to conhnue to own and operate all Daphne's 
Restaurants Opened by Area Developer pnor to the termmation date imder Franchise Agreements with 
Franchisor that remam m full force and effect on the termmation date, and (iv) Franchisor may thereafter 
develop, own and operate, and grant franchises to third parties to develop, own and operate Daphne's 
Restaurants at any location withm or outside of the Development Area, without restriction

12 2 Payment of Monies Due Upon termmahon or expirahon of this Agreement, Area Developer shall 
promptly pay aU sums owmg to Franchisor and its Affihates If this Agreement is termmated because of a 
Default by Area Developer, such sums also shall mclude all damages, costs, and expenses, mcludmg attorneys' 
fees, incurred by Franchisor as a result of the Default Franchisor shall have the right to set off any amoimts 
which Franchisor deems are payable to Franchisor by Area Developer

12 3 Return of Materials and Information Upon termmahon or expiration of this Agreement, Area 
Developer shall immediately dehver to Franchisor the Manuals and all other records, files, and any 
mstructions contammg Confidenhal Informahon which are in Area Developer's possession and all copies 
thereof, all of which Area Developer acknowledges and agrees are the property of Franchisor

13 COVENANTS

131 No Pnor Experience. Informahon or Knowledge Area Developer specifically acknowledges and 
agrees that pnor to becorrung an area developer of Franchisor, Area Developer had no experience, mformation 
or knowledge whatsoever about operatmg a restaurant that offers and sells Greek or Mediterranean 
appetizers, sandwiches, wraps, salads, platters or side dishes as its primary menu items or a Daphne's 
Restaurant and that Area Developer's knowledge of the Confidential Information was obtamed solely from 
Franchisor, following Area Developer's trainmgby Franchisor and Area Developer's subsequent operahon of 
Daphne's Restaurants under the Franchise Agreement Area Developer specihcally acknowledges and agrees 
that, pursuant to this Agreement, Area Developer will receive valuable speciahzed trammg and Confidenhal 
Information, mcludmg, without limitahon, Confidenhal Informahon regardmg the operational, sales,
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promotional, and marketmg methods and techniques of Franchisor and Daphne's System, which are unique 
and proprietary to Franchisor, derive independent economic value from not bemg generally known to the 
public and are the subject of Franchisors efforts and that are reasonable under the circumstances to maintain 
their secrecy

13 2 Non-Compehtion durmg Term of Agreement Area Developer and each Restricted Person covenants 
that dunng the Term, except as otherwise approved m wnting by Franchisor, Area Developer and each 
Restricted Person shall not, either directly or mdirectly, for itself, or through, on behalf of, or in conjunction 
with any Person, or Entity (i) divert or attempt to divert any present or prospective Daphne's Restaurant 
customer to any Competitive Busmess, by direct or indirect inducement or otherwise, or do or perform, 
directly or indirectly, any other act injunous or prejudicial to the goodwill associated with the Daphne's Marks 
and Daphne's System, (n) employ or seek to employ any Person who is or has becn within the prcc-oding nmoty 
(9Q) days employed by Franchisor or an Affiliate of Franchisor as a-supcrvisorial or managerial omplovec, or 
otherwise directly or indirectly induce such Person -to-leave his or her employment,—or (iii) own (either 
beneficially or of record), engage m or render services to, whether as an investor, partner, lender, duector, 
officer, manager, employee, consultant, representative or agent, any Competitive Business, provided, 
however, the restrictions stated m this Section 13 2 shall not apply to any Restricted Person after two (2) years 
from the date the Restncted Person ceases to be an officer, director, shareholder, member, manager, trustee, 
owner, general partner, employee or otherwise associated in any capacity with Area Developer

13 3 Non-Competition after Expiration or Termination of Agreement Except as Franchisor otherwise 
approves m writing, commencmg upon the date of (i) an Assignment permitted under Article 9. (ii) the 
Expiration Date of this Agreement, (lu) the termination of this Agreement (regardless of the cause for 
tenrunation), or (iv) a final court order (after all appeals have been taken) with respect to any of the foregoing 
events or with respect to enforcement of this Section 133. and contmuing for an unmterrupted period of two 
(2) years thereafter. Area Developer and each Restncted Person shall not, own (either beneficially or of record), 
engage in or render services to, whether as an investor, partner, lender, director, officer, manager, employee, 
consultant, representative or agent, any Competitive Busmess at any Franchised Location or withm a five (5) 
mile radius of any Franchised Location or any other Daphne's Restaurant, provided, however, the restrictions 
stated in this Section 13 3 shall not apply to any Restricted Person after two (2) years from the date the 
Restricted Person ceases to be an officer, director, shareholder, member, manager, trustee, owner, general 
parmer, employee or otherwise associated m any capacity with Area Developer in the Development Area

13 4 Exceptions to Non-Compete Covenants Sections 13 2 and 13 3 shall not apply to ownership by Area 
Developer or a Restricted Person of a less than five percent (5%) beneficial interest in the outstanding equity 
securities of any Competitive Business registered under the Securities Act of 1833 or the Securities Exchange 
Act of 1834

13 5 Reducing Scope of Covenants Franchisor shall have the right, in its sole discretion, to reduce the 
scope of any covenant set forth in Sections 13 2 and 13 3. or any portion thereof, without Area Developer's 
consent, effective immediately upon receipt by Area Developer of written notice thereof, and Area Developer 
agrees that it shall comply forthwith with any covenant as so modified, which shall be fully enforceable 
Further, none of the provisions in this Article 13 are intended to prohibit or restrict any activity which 
prohibition or restriction violates Area Developer's employees' rights to engage in protected concerted activity 
under the National Labor Relations Act

13 6 Enforceability of Covenants Not Affected by Area Developer Claims The existence of any claims 
Area Developer may have against Franchisor, whether or not ansing from this Agreement, shall not constitute 
a defense to the enforcement by Franchisor of the covenants in this Article 13 Area Developer shall pay all
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costs and expenses (including reasonable attorneys' fees) incurred by Franchisor in connection with the 
enforcement of this Article 13

13 7 Covenants from Individuals Area Developer shall obtain and furnish to Franchisor executed 
covenants similar in substance to those set forth m this Article 13 (mcluding covenants appbcable upon the 
termmahon of a Person's relationship with Area Developer) from all Restncted Persons Every covenant 
requued by this Section 13 7 shall be in a form acceptable to Franchisor, and shall include, without limitation, 
a designation of Franchisor as a third party beneficiary of the covenants with the mdependent right to enforce 
them

13 8 Breach of Covenants Causes Irreparable Injury Area Developer acknowledges and agrees that the 
violation of any covenant m this Article 13 would result in irreparable injury to Franchisor for which no 
adequate remedy at law may be available, and Area Developer consents to the issuance of, and agrees to pay 
all court costs and reasonable attorneys' fees mcurred by Franchisor m obtainmg, witliout the postmg of any 
bond, an ex parte or other order for injunctive or other legal or equitable relief with respect to such conduct or 
action

affecting Area Developer, or is held invabd or unenforceable in a final judgment to which Franchisor and Area 
Developer are parties, then the maximum legaUy allowable restriction permitted by Appbcable Law shall 
control and bind Area Developer The provisions of this Article 13 shall be m addition to and not m lieu of any 
other confidentiabty obligation of Area Developer, or any other Person, whether pursuant to another 
agreement or pursuant to Appbcable Law

13 10 Survival The provisions of this Article 13 shall survive the expirahon and termmahon of this 
Agreement and shall not limit, restram or otherwise affect any right or cause of action which may accrue to 
Franchisor for any mfrmgement of, violahon of, or mterference with, this Agreement, or the Daphne's Marks, 
Daphne's System, the ConfidentiaLInformation, Daphne's Trade Secrets, or any other proprietary aspects of 
Franchisor's busmess

14 INDEPENDENT CONTRACTOR AND INDEMNIFICATION

14 1 No Fiduciary Relationship This Agreement does not create a hduciary relationship between the 
Parties Area Developer shall be an mdependent contractor, and nothmg m this Agreement is mtended to 
constitute or appomt either Party an agent, legal representahve, subsidiary, jomt venturer, partner, employee, 
or servant of the other for any purpose whatsoever

14 2 Public Notice of Independent Status Area Developer shall conspicuously identify itself m all 
deabngs with its customers, contractors, suppbers, pubbc officials, and others, as an mdependent Area 
Developer of Franchisor, and shall place such notice of mdependent ownership on all forms Franchisor shall 
have the right to specify the language of any such notice

14 3 Independent Contractor Area Developer acknowledges and agrees that it is not authorized to make 
any contract, agreement, warranty, or representation on Franchisor's behalf, or to mcur any debt or other 
obligations m Franchisor s name, and that Franchisor shall m no event assume babibty for, or be deemed bable 
under this Agreement as a result of, any such action, nor shall Franchisor be bable by reason of any act or 
omission of Area Developer m its conduct of the operation of Daphne's Restaurants or for any claim or 
judgment arismg therefrom against Area Developer or Franchisor '
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14 4 Indemnificahon Area Developer and its Owners and Affiliates (collectively, the "Indemnitors") shall 
indemnify, defend and hold harmless to the fullest extent permitted by Appbcable Law, Franchisor, its 
Affibates and their respective directors, officers, employees, shareholders and agents (collectively, the 
"Indemnitees"), from any and all "Losses and Expenses" incurred in connection with any btigation or other 
form of adjudicatory procedure, claim, demand, mvestigation, or formal or mformal mqiury (regardless of 
whether same is reduced to judgment) or any settlement thereof (collectively, an "Indemnifiable Claim") 
which anses directly or mdirectly from, as a result of, or m connection with Area Developer's operation of a 
Daphne's Restaurant and regardless of whether the Indemnifiable Claim or the Losses and Expenses resulted 
from any strict or vicarious babibty imposed by law on Area Developer, provided, however, that this 
mdemnity shall not apply to any babibty arismg from the gross negbgence of Franchisor (except to the extent 
that jomt babibty is mvolved, in which event the mdemnificahon provided for in this Section 14 4 shall extend 
to any fmdmg of comparative negbgence or contributory negbgence attributable to Area Developer) For the 
purpose of this Section 14 4. the term "Losses and Expenses" means and mclude compensatory, exemplary, 
or pimitive damages, fines and penalties, attorneys' fees, experts' fees, court costs, costs associated with 
mvestigating and defendmg against claims, settlement amounts, judgments, compensation for damages to a 
Party's reputahon and goodwill, and aU other costs associated with any of the foregomg Losses and Expenses

14 41 The Indemnitees shall give the Indemnitors prompt notice of any Indemmfiable Claun of 
which the Indemnitees are aware for which mdemnificahon is required under this Section 14 4 The notice 
shall specify whether the Indemnifiable Claim arises as a result of an Indemnifiable Claim by a third party 
agamst the bidemnitees (a "Third Party Claim") or whether the Indemnifiable Claun does not result from an 
Indemnifiable Claun by a third party agamst the bidemnitees (a "Direct Claim"), and shall also specify with 
reasonable particularity (to the extent that the mformahon is available) the factual basis for the Indemnifiable 
Claun and the amount of the Indemnifiable Claun, if known If, through the fault of the Indemnitees, the 
Indemnitors do not receive notice of any Indemnifiable Claun m hme to effectively contest the determmation 
of any Losses and Expenses susceptible of bemg contested, the bidemnitors shall be entitled to set off agamst 
the amount clauned by the bidemnitees the amount of any Losses and Expenses incurred by the Indemnitors 
resultmg from the bidemnitees' failure to give such nohce on a tunely basis

14 4 2 With respect to Thud Party Claims, the Indemnitors shall have the nght, at their expense and 
at their election, to assume control of the negohation, settlement and defense of Thud Party Clauns through 
counsel of their choice The election of the Indemnitors to assume such control shall be made withm thirty (30) 
days after the Indemnitors' receipt of notice of a Thud Party Claun If the Indemnitors elect to assume control, 
the Indemnitors shall do so at the Indemnitors' sole expense The Indemnitees shall have the right to be 
informed and consulted with respect to the negohation, settlement or defenses of the Thud Party Claim and 
to retam counsel to act on the Indemnitees' behalf, at the Indeirmitees' sole expense, unless the Indemnitors 
consent to the retention of the Indemnitees' counsel at the bidemnitors' expense or unless the Indemnitors and 
the Indemnitees are both named ui any action or proceeding and the representation of both the bidemnitors 
and the Indemnitees by the same counsel would be appropriate because of the absence of any actual or 
potential differing uiterests between them (such as the availabibty of different defenses)

14 4 3 If the Indemnitors elect to assume control but thereafter fail to defend the Tliud Party Claim 
withm a reasonable time, the Indemnitees shall be enhtled to assume control and the bidemnitors shall be 
bound by the results obtamed by the bidemnitees with respect to the Thud Party Claim If any Thud Party 
Claim IS of a nature that the Indemnitees are required by Appbcable Law to make a payment to any claimant 
with respect to the Thud Party Claim before the completion of settlement negotiations or related legal 
proceedmgs, the Indemnitees may make such payment and the Indemnitors shall, within thirty (30) days after 
demand by the Indemnitees, reimburse the Indemnitees for the amount of the payment If the bidemnitees' 
babibty under the Tliud Party Claim, as fmally determined, is less than the amount paid by the bidemnitors to
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the Indemnitees, the Indemnitees shall, within thirty (30) days after receipt of tlie difference from the claimant, 
pay the difference to the Indemnitors

14 4 4 If the Indemnitors fail to assume control of the defense of any Third Party Claim, the 
Indemnitees shall have the exclusive right to consent, settle or pay tlie amount claimed Whether or not the 
Indemnitors assume control of the negotiation, settlement or defenses of any Third Party Claun, the 
Indemnitors shall not settle any Third Party Claim without the written consent of the Indemnitees, which 
consent shall not be unreasonably withheld or delayed The Indemnitees and the Indemnitors shall cooperate 
fully with each other with respect to Third Party Claims, and shall keep each other fully advised with respect 
to Third Party Claims (mcluding supplying copies of all relevant documentation promptly as they become 
available)

14 4 5 With respect to Direct Claims, followmg receipt of notice from the Indemnitees of the Direct 
Claim, the Indemnitors shall have thirty (30) days to make such mvestigation of the Direct Claim as is 
considered necessary or desirable For the purpose of the mvestigahon, the Indemnitees shall make available 
to the Indemnitors the mformation relied upon by the Indemnitees to substantiate the Direct Claim, together 
with all other information that the Indemnitors may reasonably request If the Indemnitors and the 
Indemnitees agree at or prior to the expiration of the thirty (30) day period (or any mutually agreed upon 
extension thereof) to the validity and amount of a Direct Claim, the Indemnitors shall immediately pay the 
Indemnitees the full agreed upon amount of the Direct Claim If the Indemnitors fails to pay the Duect Claim, 
the.matter shall be resolved m the manner described in Article 15

14 4 6 The Indemnitees shall exert commeraally reasonable efforts to mitigate the Losses and 
Expenses upon and after becoming aware of any Indemnifiable Claun which could reasonably be expected to 
give rise to the payment of Losses and Expenses

15 DISPUTE RESOLUTION

15 1 Mediation The Parties pledge to attempt first to resolve any Dispute pursuant to mediation 
conducted m accordance with the Commercial Mediation Rules of The Amencan Arbitration Association 
unless the Parties agree on alternative rules and a mediator withm fifteen (15) days after either Party first gives 
notice of mediation Mediation shall be conducted ui Los Angeles County, California, and shall be conducted 
and completed within forty-five (45) days followmg the date either Party first gives notice of mediation unless 
otherwise agreed to m writing by the Parties The fees and expenses of the mediator shall be shared equally 
by the Parties The mediator shall be disqualified as a witness, expert or counsel for any Party with respect to 
the Dispute and any related matter Mediation is a compromise negotiation and shall constitute pnvileged 
communications under Cabfomia and other Applicable Laws The entire mediation process shall be 
confidential and the conduct, statements, promises, offers, views and opmions of the mediator and the Parties 
shall not be discoverable or admissible m any legal proceedmg for any purpose, provided, however, that 
evidence which is otherwise discoverable or admissible shall not be excluded from discovery or admission as 
a result of its use m the mediation Notwithstandmg anythmg to the contrary set forth m this Agreement, any 
Party that fails to reasonably cooperate m schedubng and completmg a mediation withm forty-ftve (45) days 
after givmg or receivmg notice thereof shall be precluded from recovermg costs, expenses, and/or prevailing 
Party attorneys fees m any subsequent legal action If any dispute remams unresolved nmety (90) days after 
a demand for mediation by either Party, the Parties shall each be free to pursue their respective legal remedies 
under Section 15 2
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15 2 Judicial Relief The Parties agree tliat all disputes arising out of or relating to this Agreement shall be 
brought m the Superior Court of California, County of Los Angeles, or the United States Distnct Court of the 
Central Distnct of Cahfomia To the fullest extent that the Parties may do so under Apphcable Law, the Parties 
waive the defense of inconvenient forum to the mamtenance of an action in these Courts and agree not to 
commence any achon of any kind except in these Courts Cahforma law shall govern the construction, 
mterpretation, validity and enforcement of tins Agreement, except to the extent the subject matter of the 
dispute arises exclusively under federal law, in which event federal law shall govern In the event of any 
conflict of law, the laws of Cahfomia shall prevail, without regard to the application of Cahfomia conflict of 
law mles If, however, any provision of this Agreement would not be enforceable under the laws of Cahfomia, 
and if Daphne's Restaurants are located outside of Cahfomia and such provision would be enforceable under 
the laws of the state in which Daphne's Restaurants are located, then such provision shall be interpreted and 
construed under the laws of that state Nothing m this Section 15 2 is mtended by the Parties to subject this 
Agreement to any franchise or similar law, rules, or regulation of any state to which it would not otherwise be 
subject

15 3 Waivers The Parties agree, to the extent permitted by Apphcable Law, that any legal action of any 
kmd by either Party arising out of or relatmg to this Agreement or a Default under this Agreement must be 
commenced by no later than the last to occur of the following (i) one hundred eighty (180) days after obtammg 
knowledge of the facts which constituted or gave nse to the alleged violation or habihty, or (ii) one year after 
the act, event, occurrence or transaction which constituted or gave rise to the alleged violation or habihty the 
Parties, for themselves, and for and on behalf of the Owners, hereby waive to the fullest extent permitted by 
Apphcable Law, any right to, or claim for, punitive or exemplary damages agamst the other and agree that, in 
the event of a dispute between them, the Parties shall each be limited to recovering only the actual damages 
proven to have been sustained by that Party, except as provided m Section 15 5

15 4 Specific Performance The Parties acknowledge and agree that each Party would be irreparably 
damaged if the provisions of this Agreement were not capable of being specifically enforced, and for this 
reason, the Parties agree that the provisions of this Agreement shall be specifically enforceable The Parties 
further agree that any act or failure to act which does not strictly comply with the provisions and conditions 
of this Agreement may be specifically restrained, and that the equitable rebef provided for in this Agreement 
shall not in any way limit or deny any other remedy at law or m equity that either Franchisor or Area 
Developer might otherwise have

15 5 Attomeys' Fees bi any legal action or proceedmg brought to enforce any provision of this Agreement 
or arising out of, or m connection with, this Agreement, the prevaibng Party shall be entitled to recover from 
the other Party its reasonable attorneys' fees and costs in addition to any other rebef that may be awarded by 
a Court

15 6 Exclusive Remedy In no event shall either Party make or have any claim for money damages based 
on any claun or assertion that the other Party has unreasonably withheld, conditioned or delayed any consent, 
approval or authorization required under this Agreement Each Party waives any such claim for damages 
Neither Party may claim any such damages by way of setoff, counterclaim or defense Each Party's sole remedy 
for such a claim shaU be an action or proceeding to enforce the provisions of this Agreement, for specihc 
performance or for declaratory judgment

15 7 Exceptions to Mediation The mediahon provision in Section 151 shall not apply to any action for 
injunctive or other provisional rebef, including, without limitation, enforcement of bens, security agreements, 
or attachment, as Franchisor deems to be necessary or appropriate to compel Area Developer to comply with
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Area Developer's obligations to Franchisor and/or to protect the Daphne's Marks Any claim or dispute 
involving or contestmg the validity of any of the Daphne's Marks shall not be subject to mediation

16 ANTI-TERRORISM LAWS

Area Developer shall comply with and/or assist Franchisor to the fullest extent possible m Franchisor's efforts 
to comply with Executive Order 13224 issued by the President of the United States, the USA Patriot Act, and 
all other present and future federal, state and local laws, ordinances, regulations, pobcies, lists and any other 
requirements of any Governmental Authority addressing or in any way relatmg to terrorist acts and acts of 
war (the "Anb-Terronsm Laws") In connection with its compliance, Area Developer certifies, represents and 
warrants that none of Area Developer's property or mterests are subject to bemg "blocked" under any of the 
Anti-Terrorism Laws and that Area Developer is not otherwise m violation of any of the Anti-Terronsm Laws 
Any violation of the Anti-Terrorism Laws by Area Developer or Area Developer's employees or any 
"blockmg" of Area Developer's assets under the Anti-Terrorism Laws constitute grounds for immediate 
termination of this Agreement and any other agreements Area Developer has entered into with Franchisor or 
any of its Affiliates, in accordance with the provisions of Section 11 2

17 NOTICES

All notices or demands to be given under this Agreement shall be m writing and shall be served in person, by 
air courier delivery or by certified mail Service shall be deemed conclusively made (i) at the time of service, 
if personally served, (ii) three (3) business days after dehvery by the Party giving the notice, statement or 
demand if by air couner with a guaranteed tracking facility, and (iii) three (3) business days after placement 
in the United States mail by Certified Mail, Return Receipt Requested, wath postage prepaid Notwithstandmg 
the foregoing. Franchisor is hereby authorized by Area Developer to give all notices and demands under this 
Agreement by electronic notification Notices and demands shall be given to the respective Parties at the 
following addresses, unless and until a different address has been designated by written notice to the other 
Party

Notices to Franchisor
Mediterranean Cuisme Franchising Company, LLC
466 Foothill Boulevard #356
La Canada Flintndge, California 91011
Attention President
Email Michael@Daphnes biz

With a copy to (which shall not constitute notice)

Barry Kurtz, Esq
Lewitt, Hackman, Shapiro, Marshall and Harlan 
16633 Ventura Boulevard, 11"' Floor 
Encmo, Cahfomia 91436 
bkurtz@lewitthackman com

Notices to Area Developer See Exhibit A

Either Party may change its address for the purpose of receiving notices, demands and other commimications 
provided by a written notice given m the manner aforesaid to the other Party
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ACKNOWLEDGMENTS

18 1 Waiver and Delay No waiver by Franchisor of any Default, or series of Defaults in performance by 
Area Developer, and no failure, refusal or neglect of Franchisor to exercise any nght, power or option given 
to it under this Agreement or under any agreement between the Parties, whether entered mto before, after or 
contemporaneously with the execution of this Agreement, or to insist upon strict compliance with or 
performance of Area Developer's obbgations under this Agreement or any Franchise Agreement or other 
agreement between the Parties, whether entered mto before, after or contemporaneously with the execuhon 
of this Agreement, shall constitute a waiver of the provisions of this Agreement with respect to any conhnumg 
or subsequent Default or a waiver by Franchisor of its right at any time thereafter to require exact and strict 
compliance with the provisions thereof

18 2 Survival of Covenants The covenants contamed m this Agreement which, by their nature or terms, 
require performance by the Parhes after the termmafaon or expiration of this Agreement shall be enforceable 
notwithstandmg said expiration or other termmation of this Agreement for any reason whatsoever

18 3 Successors and Assigns This Agreement shall be bmdmg upon and mure to the benefit of the 
successors and assigns of Franchisor and shall be bmdmg upon and mure to the beneht of Area Developer and 
its or their respective, heirs, executors, admmistrators, and its successors and assigns, subject to the 
prohibitions and restrictions agamst Assignment contamed m this Agreement

18 4 loint and Several Liability If Area Developer consists of more than one Owner, the obligations and 
babihties of each Person or Entity to Franchisor arejomt and several

18 5 Entire Agreement This Agreement and the Exhibits contain all of the terms and conditions agreed 
upon by the Parties concemmg the subject matter of this Agreement No other agreements concernmg the 
subject matter of this Agreement, written or oral, shall be deemed to exist or to bmd either of the Parties and 
all prior agreements, understandings and representations are merged mto this Agreement and superseded by 
this Agreement No officer or employee or agent of Franchisor has any authority to make any representation 
or promise not mcluded m this Agreement and Area Developer agrees that it has executed this Agreement 
without rebance upon any representation or promise not mcluded m this Agreement This Agreement cannot 
be modified or changed except by written mstrument signed by both of the Parties Nothmg m this Agreement 
or m any related agreement, however, is mtended to disclaim the representahons made m the franchise 
disclosure document previously furnished to Area Developer

18 6 Titles and Recitals Article and Section titles used m this Agreement are for convenience only and 
shall not be deemed to affect the meaning or construction of any of the terms, provisions, covenants, or 
conditions of this Agreement The Recitals set forth m Recitals A and B of this Agreement are true and correct 
and are hereby incorporated by reference mto the body of this Agreement

18 7 Gender and Construchon The terms of all Exhibits attached to this Agreement are hereby 
mcorporated mto and made a part of this Agreement as if they had been set forth m full m this Agreement 
All terms used m any one number or gender shall extend to mean and mclude any other number and gender 
as the facts, context, or sense of this Agreement or any Article or Sechon m this Agreement may require As 
used m this Agreement, the words "mclude," "mcludes" or "mcludmg" are used m a non-exclusive sense 
Unless otherwise expressly provided m this Agreement to the contrary, any consent, approval, acceptance or 
authorizahon of Franchisor or Area Developer that may be required under this Agreement shall be m writmg 
and shall not be unreasonably withheld, conditioned or delayed by the Party whose consent, approval, 
acceptance or authorization has been requested To protect Daphne's System, the Daphne's Marks, Daphne's
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Trade Secrets and the goodwill assooated with them, on any occasion where Franchisor is required or 
permitted to make any judgment, determination or use its discretion, mcluding any decision as to whether 
any condition or circumstance meets Franchisor's standards or satisfaction. Franchisor may do so in its sole 
subjective judgment and discretion Neither this Agreement nor any uncertainty or ambiguity m this 
Agreement shall be construed or resolved agamst the drafter of this Agreement, whether under any rule of 
construction or otherwise On the contrary, this Agreement has been reviewed by the Parties and shall be 
construed and mterpreted accordmg to the ordinary meaning of the words used so as to fairly accomplish the 
purposes and mtentions of both Parties The Parties mtend that if any provision of this Agreement is 
susceptible to two or more constructions, one of which would render the provision enforceable and the other 
or others of which would render the provision unenforceable, then the provision shall be given the meaning 
that renders it enforceable

18 8 Severability. Modification Nothing contained in this Agreement shall be construed as requirmg the 
commission of any act contrary to Applicable Law Whenever there is any conflict between any provisions of 
this Agreement and any present or future statute, law, ordinance or regulation contrary to which the Parties 
have no legal nght to contract, the latter shall prevail, but m that event, the provisions of this Agreement thus 
affected shall be curtailed and limited only to the extent necessary to bring it withm the requirements of the 
law In the event that any part, article, paragraph, sentence or clause of this Agreement shall be held to be 
mdefmite, invabd or otherwise unenforceable, the indefinite, invalid or unenforceable provision shall be 
deemed deleted, and the remaming part of this Agreement shall contmue m full force and effect

18 9 Counterparts and Electronic Transmission. Electronic Signatures This Agreement may be executed 
in any number of counterparts, each of which shall be deemed to be an ongmal and all of which together shall 
be deemed to be one and the same instrument Copies of this Agreement with signatures that have been 
transmitted by email or by facsimile shall constitute and be deemed ongmal copies of this Agreement for all 
purposes, provided that the copies are fully executed, dated and identical in form to the ongmal hard copy 
version of this Agreement In addition, this Agreement and all Exhibits to this Agreement may be signed 
electronically by the Parties and electronic signatures appearing on this Agreement and the Exhibits shall be 
deemed to be the same as handwntten signatures for the purposes of the vabdity, enforceabibty and 
admissibibty of this Agreement and the Exhibits

18 10 Time of the Essence Tune is of the essence of this Agreement with respect to each and every provision 
of this Agreement m which time is a factor

1811 Intent to Comply Area Developer has read this Agreement and understands and accepts the terms, 
conditions and covenants contamed m this Agreement as bemg reasonably necessary to mamtam Franchisor's 
standards of service and quabty and the uniformity of those standards at all Daphne's Restaurants m order to 
protect and preserve Daphne's System and the goodwill of the Daphne's Marks Area Developer, and its 
Owners, jomtly and severally acknowledge and agree that they have carefully read this Agreement and all 
other related documents to be executed concurrently or m conjunction with the execution of this Agreement, 
that they have obtamed the advice of counsel m connection with entering mto this Agreement, that they 
understand the nature of this Agreement, and that they mtend to comply with the terms of this Agreement 
and be bound by the terms of this Agreement Franchisor expressly disclauns makmg, and Area Developer 
acknowledges and agrees that it or they have not received or relied on any warranty or guarantee, express or 
unpbed, as to the potential volume, profits, expenses, or success of the busmess venture contemplated by this 
Agreement
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18 12 Independent Investigation Area Developer has conducted an independent investigation of the 
business contemplated by this Agreement Area Developer recognizes that Daphne's System may evolve and 
change over time, that an mvestment in this franchise mvolves business risks, and that the success of the 
investment depends upon Area Developer's business ability and efforts

18 13 Counsel The Parties acknowledge and agree that each Party has been represented by independent 
legal counsel their choice m connection with this Agreement or has had the opportunity to have legal counsel 
review this Agreement and advise the Party regardmg it, but has voluntarily chosen not to do so

18 14 Reliance Area Developer has not received or relied upon any promise or guarantee, express or 
imphed, about the revenues, profits or success of the busmess venture contemplated by this Agreement

18 15 No Representations No representations have been made by Franchisor or its Affiliates or their 
respective officers, directors, shareholders, employees or agents that are contrary to the terms contamed in this 
Agreement Area Developer shall remain duly organized and in Good Standmg for as long as this Agreement 
is in effect

18 16 Atypical Arrangements Area Developer acknowledges and agrees that Franchisor may modify the 
offer of its franchises to other Daphne's California Greek area developers and franchisees in any manner and 
at any time, which offers have or may have terms, conditions and obligations which may differ from the terms, 
conditions, and obligations in this Agreement Area Developer further acknowledges and agrees that 
Franchisor has made no warranty or representation that area development agreements or franchise 
agreements previously issued or issued after this Agreement by Franchisor do or wiU contain terms 
substantially similar to those contained in this Agreement Franchisor may, in its reasonable business 
judgment and its sole and absolute discretion, due to local busmess conditions or otherwise, waive or modify 
comparable provisions of other Agreements previously executed or executed after the date of this Agreement 
with other Daphne's California Greek area developers and franchisees m a non-uniform manner

(Signature Page Follows)
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IN WITNESS WHEREOF, the Parties have executed this Agreement on the Effective Date 

FRANCHISOR AREA DEVELOPER

MEDITERRANEAN CUISINE FRANCHISING 
COMPANY, LLC,
A Delaware Limited Iiabihty company

Michael Nakhleh its President

(IF AREA DEVELOPER IS A CORPORATION, 
LIMITED LIABILITY COMPANY, OR 
PARTNERSHIP)

[Print Name of Area Developer Entity]

Name
Title

OR

(IF AREA DEVELOPER IS AN INDIVIDUAL)

Prmt Name

Signature

Print Name

Signature
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MEDITERRANEAN CUISINE FRANCHISING COMPANY, LLC 
AREA DEVELOPMENT AGREEMENT

EXHIBIT A
DEVELOPMENT INFORMATION
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MEDITERRANEAN CUISINE FRANCHISING COMPANY, LLC 
AREA DEVELOPMENT AGREEMENT

EXHIBIT A
DEVELOPMENT INFORMATION

EFFECTIVE DATE

AREA DEVELOPER

DEVELOPMENT AREA is defined as the territory within the boundaries descnbed below

If the Development Area is defined by streets, highways, freeways or other roadways then the boundary of the 
Development Area shall extend to the center hne of each street, highway, freeway or other roadway

MINIMUM DEVELOPMENT OBLIGATION . Daphne's Restaurants

DEVELOPMENT FEE $_ 
Restaurant #1)

(@ $15,000 for each Daphne's Restaurant (except for Daphne's

DEVELOPMENT FEE CREDIT $5,000 per Daphne's Restaurant except for Daphne's Restaurant #1 (maximum 
credit per Daphne's Restaurant)

DEVELOPMENT SCHEDULE 
Date

. Daphne's Restaurants must be Opened m___months from the Effective

DEVELOPMENT PERIOD ENDING CUMULATIVE NUMBER OF DAPHNE'S 
CALIFORNIA GREEK RESTAURANTS TO BE

IN OPERATION

TOTAL

INITIAL FRANCHISE FEE $_

NOTICE ADDRESS FOR AREA DEVELOPER

EMAIL
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IN WITNESS WHEREOF, the Parties have executed this Exhibit A on the Effective Date

FRANCHISOR AREA DEVELOPER

MEDITERRANEAN CUISINE FRANCHISING 
COMPANY, LLC,
A Delaware limited Lability company

Michael Nakhleh its President

(IF AREA DEVELOPER IS A CORPORATION, 
LIMITED LIABILITY COMPANY, OR 
PARTNERSHIP)

[Prmt Name of Area Developer Entity]
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Name
Title

(IF AREA DEVELOPER IS AN INDIVIDUAL)

Prmt Name

Signature

Print Name

Signature



MEDITERRANEAN CUISINE FRANCHISING COMPANY, EEC 
AREA DEVEEOPMENT AGREEMENT

EXHIBIT B
ENTITY INFORMATION DISCEOSURE
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MEDITERRANEAN CUISINE FRANCHISING COMPANY, LLC 
AREA DEVELOPMENT AGREEMENT

EXHIBIT B
ENTITY INFORMATION DISCLOSURE

Area Developer represents and warrants that the following information is accurate and complete in all matenal 
respects

(1) Area Developer is a (check as applicable)

[ ] corporation 
[ ] limited liability company 
[ ] general partnership 
[ ] limited partnership 
[ ] Other (specify) ________

State of mcorporation/organization 
Entity name ___________________
Federal Tax ID Number

(2) Area Developer shall provide to Franchisor concurrently with the execution of this Agreement 
true and accurate copies of its charter documents mcludmg Articles of Incorporation/Organization, Bylaws, 
Operating Agreement, Partnership Agreement, resolutions authorizmg the execution of this Agreement and any 
amendments to the foregoing (the "Enhty Documents")

(3) Area Developer promptly shall provide all adchtional information as Franchisor may from time 
to time request concemmg all persons who may have any, direct or mdirect, financial interest m Area Developer

(4) The name and address of each Owner is

NAME ADDRESS
NUMBER OF SHARES OR 
PERCENTAGE INTEREST

(5) The names, addresses and titles of the Owners who will be devotmg their full time to the 
development of Daphne's Restaurants are

NAME ADDRESS TITLE

20198 Mere FDD
AREA DEVELOPMENT ACREEMENT



The address where Area Developer's financial records and Entity Documents are mamtained is

The Principal Owner is.

(8) Area Developer represents and warrants to Franchisor, as an inducement to Franchisor's 
execution of the Area Development Agreement, that the information set forth m this Entity Information 
Disclosure is true, accurate and complete in all matenal respects on the Effective Date and that Area Developer 
shall provide Franchisor with all additional information Franchisor may request with respect to the Owners and 
the ownership of Area Developer In addition. Area Developer shall notify Franchisor withm ten (10) days of any 
change m the information set forth m this Entity Information Disclosure and shall provide Franchisor with a 
revised Entity Information Disclosure certified by Area Developer to be true, correct and complete in all matenal 
respects Franchisor grants Area Developer the rights m the Area Development Agreement in rehance upon each 
and all of the terms of this Enhty Information Disclosure

IN WITNESS WHEREOF, l

FRANCHISOR AREA DEVELOPER

MEDITERRANEAN CUISINE FRANCHISING 
COMPANY, LLC,
A Delaware limited liabihty company

(IF AREA DEVELOPER IS A CORPORATION, 
LIMITED LIABILITY COMPANY, OR 
PARTNERSHIP)

Michael Nakhleh its President
[Pnnt Name of Area Developer Entity]

Name
Title

OR

(IF AREA DEVELOPER IS AN INDIVIDUAL)

Prmt Name

Signature

Prmt Name

Signature
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MEDITERRANEAN CUISINE FRANCHISING COMPANY, LLC 
AREA DEVELOPMENT AGREEMENT

EXHIBIT C
GUARANTEE OF AREA DEVELOPMENT AGREEMENT

The undersigned (collechvely, "Guarantors") have requested MEDITERRANEAN CUISINE FRANCHISING 
COMPANY, LLC, a Delaware bmited hability company ("Franchisor"), to enter into that certain Area 
Development Agreement dated  (the "Area Development Agreement") with

, a("Area Developer") In consideration for, and as an 
mducement to. Franchisor's execution of the Area Development Agreement, Guarantors hereby agree as follows

1 "Obligations" means and includes any and all obligations of Area Developer arising under or pursuant 
to the Area Development Agreement and all other obligahons, whether now exishng or hereafter ansmg, of Area 
Developer to Franchisor of whatever nature

2 Guarantors irrevocably and unconditionally, fully guarantee to Franchisor the prompt, full and complete 
payment of any and all Obligations of Area Developer to Franchisor and the performance of any and all 
obligahons of Area Developer including, without limitahon, obhgahons under the Area Development Agreement 
or any other agreement, instrument or document relahng to, evidencmg or securmg any Obhgahons

3 If Area Developer fails to pay any of the Obhgahons, Guarantors shall, withm five (5) days after a wntten 
demand therefore has been given to Guarantors by Franchisor, pay all of the Obhgahons in like manner as if the 
Obhgahons constituted the direct and primary obligation of Guarantors Guarantors agree that if any obligation, 
covenant or agreement contained in the Area Development Agreement is not observed, performed or discharged 
as required by the Area Development Agreement (takmg mto consideration any apphcable cure periods). 
Guarantors shall, within five (5) days after a wntten demand therefor has been given to Guarantors by Franchisor, 
observe, perform or discharge such obhgation, covenant or agreement in hke manner as if the same constituted 
the duect and prunary obhgation of Guarantors

4 No exercise or non-exerase by Franchisor of any nght under this guarantee (this "Guarantee"), no 
deahng by Franchisor with Area Developer or any other Person and no change, impairment or suspension of any 
right or remedy of Franchisor shall in any way affect any Obhgations of Guarantors under this Guarantee or give 
Guarantors any recourse against Area DcvolopoiFranchisor Without hmitmg the generahty of the foregoing. 
Guarantors agree that, regardless of whether Franchisor gives notice thereof or obtains the consent of Guarantors 
thereto. Guarantors' habihty under this Guarantee shall not be released, extmguished or otherwise reduced m 
any way by reason of (i) any amendment, modification, renewal, extension, substitution or replacement of the 
Area Development Agreement or of any of the Obligations, m whole or m part, (ii) any acceptance, enforcement 
or release by Franchisor of any security for the Area Development Agreement or of any of the Obligations, any 
addition, substituhon or release of any of the Guarantors, or any enforcement, waiver, surrender, impairment, 
release, compromise or settlement of any matter with respect to the Area Development Agreement or the 
Obhgations or any security therefore, (ui) any assignment of this Guarantee, in whole or in part by Franchisor, or 
any assignment or transfer of the Area Development Agreement (or any of them) by Franchisor or Area 
Developer, (iv) the invalidity or unenforceabihty of any provision of the Area Development Agreement or any of 
the Obhgations, or (v) any failure, omission or delay of Franchisor in enforcing the Area Development Agreement, 
the Obhgahons or this Guarantee
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5 Guarantors waive and agree not to assert or take advantage of (i) any right to require Franchisor to 
proceed agamst Area Developer or any other Person, firm or corporation or to proceed agauist or exhaust any 
secunty held by Franchisor at any time or to pursue any other remedy m Franchisor's power, (ii) any statute of 
bmitahons m any achon under this Guarantee to collect any Obbgabons guaranteed hereby, (in) any defense that 
may arise by reason of Area Developer's mcapacity, lack of authority, insolvency or bankruptcy or Franchisor's 
failure to file or enforce a claun agamst the estate (either m bankruptcy or other proceedmg) of Area Developer, 
any other or others, (iv) any defense ansmg out of any alteration of the Area Development Agreement or the 
Obbgations, (v) notice of Area Developer's Default m the payment or performance of any of the Obbgahons, (vi) 
demand, protest and notice of any kind mcludmg, without limitation, notice of acceptance, notice of the existence, 
creation or mcurrmg of new or additional Obbgahons or obbgahons or of any achon or non-action on the part of 
Area Developer, Franchisor, any endorser, creditor of Area Developer or Guarantors under this or any other 
mstrument, or any other Person, m connection with any obbgahon or evidence of Obbgahons held by Franchisor 
or m connection with any Obbgations hereby guaranteed, (vii) all rights and defenses ansmg out of an election of 
remedies by Franchisor, even though that election of remedies, such as non-judicial foreclosure with respect to 
secunty for a guaranteed obligation, has destroyed Guarantors' nghts of subrogation and reimbursement agamst 
Area Developer by operahon of Appbcable Law or otherwise, (viu) any duty of Franchisor to disclose to 
Guarantors any facts that Franchisor may now or hereafter know about Area Developer, regardless of whether 
Franchisor has reason to believe that any such facts materially mcrease the risk beyond that which Guarantors 
mtends to assumes or has reason to believe that such facts are unknown to Guarantors or has a reasonable 
opporhmity to communicate such facts to Guarantors, it being understood and agreed that Guarantors is 
responsible to be and to keep mformed of Area Developer's fmancial condition and of all arcumstances bearmg 
on the risk of nonpayment of any Obbgations hereby guaranteed, or (ix) any nght to the benefit of or to direct the 
application of any security held by Franchisor

6 Until all Obbgations to Franchisor are paid m full and fully performed. Guarantors shall have no right of 
subrogation and waive any right to enforce any remedy that Franchisor now has or may hereafter have agamst 
Area Developer All existing or future mdebtedness of Area Developer to Guarantors and any right to withdraw 
capital mvested m Area Developer by Guarantors are hereby subordinated to all Obbgations

7 Guarantors' babibhes and all nghts, powers and remedies of Franchisor under this Guarantee and under 
any other agreement now or at any time hereafter m force between Franchisor and Guarantors shall be cumulative 
and not alternative and such rights, powers and remedies shall be additional to all rights, powers and remedies 
given to Franchisor by Appbcable Law Without limitmg the generality of anythmg contamed m this Agreement, 
Guarantors waive and agree not to assert or take advantage of (i) all nghts described m Cabforma Civil Code 
Sections 2856faini through ISSblalGl. mclusive, mcludmg, without limitation, any nghts or defenses which are 
or may become available to Guarantors by reason of Cabforma Civil Code Sections 2787 through 2855. mclusive, 
and (ii) California Civil Code Section 2899

8 The babibty of Guarantors under this Guarantee shall be an absolute, direct, immediate and 
imcondihonal conhnuing guarantee of payment and performance and not of collection Guarantors' obbgations 
under this Guarantee are mdependent of Area Developer's obbgations This is a contmumg Guarantee It shall be 
irrevocable durmg the mitial term and each renewal term and througli any extensions, amendments, 
modifications, substitutions or replacements of the Area Development Agreement and until all Obbgations has 
been fully paid and the Obbgations have been fully performed In the event of any default under this Guarantee, 
a separate achon and/or successive actions may be brought and prosecuted agamst Guarantors regardless of 
whether achon is brought agamst Area Developer or whether Area Developer is joined m any such action or 
actions Franchisor may mamtam successive actions for other defaults Franchisor's rights under this Guarantee
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shall not be exhausted by Franchisor's exercise of any rights or remedies or by any such action or by any number 
of successive actions until and unless all Obligations have fully been paid and performed The obbgations of 
Guarantors shall be primary and are independent of the obhgations of Area Developer and Franchisor may 
directly enforce its rights under this Guarantee without proceeding against or joming Area Developer or any other 
Person or Entity, or applymg or enforcmg any security of the Area Development Agreement Guarantors 
acknowledge and agree that Guarantors shall, and hereby are, bound by each and all of the confidentiality and 
non-competition provisions of the Area Development Agreement

9 Neither any provision of this Guarantee nor right of Franchisor under this Guarantee can be waived, nor 
can Guarantors be released from Guarantors' obbgations under this Guarantee except by a written agreement 
executed by Franchisor If any provision or portion of any provision of this Guarantee is found by a court of 
competent junsdichon to be illegal or unenforceable, all other provisions shall, nevertheless, remain enforceable 
and effective This Guarantee constitutes the entire agreement of Guarantors and Franchisor with respect to the 
subject matter of this Guarantee and no representation, understandmg, pronuse or condition concerning the 
subject matter of this Guarantee shall bind Franchisor unless expressed in this Guarantee

10 All wntten notices permitted or required under this Guarantee shall be deemed given and debvered in 
accordance with Article 17 of the Area Development Agreement Notices to Guarantors shall be sent to the address 
set forth below each Guarantor's signature below

11 This Guarantee may be executed in any number of counterparts, each of which shall be deemed to be an 
origmal and all of which together shall be deemed to be one and the same mstrument Copies of this Guarantee 
with signatures that have been transmitted by email or by facsimile shall constitute and be deemed ongmal copies 
of this Guarantee for all purposes, provided that the copies are fully executed, dated and idaitical m form to the 
origmal hard copy version of this Guarantee In addition, this Guarantee may be signed electronically by 
Guarantors and electronic signatures appearing on this Guarantee shall be deemed to be the same as hand wntten 
signatures for the purposes of the validity, enforceability and admissibility of this Guarantee

12 This Guarantee shall be governed by and construed m accordance with the laws of the State of California 
In the event of any conflict of law, the laws of California shall prevail, without regard to the appbcation of 
Cabfomia conflict of law rules Nothmg in this Sechon 12 is intended by the Parties to subject this Agreement to 
any franchise or similar law, rules, or regulation of the state of Cabfomia to which it would not otherwise be 
subject Venue for purposes of any legal proceedmgs brought m connection with or arising out of this Guarantee 
shall be conclusively presumed to be in the State of California, County of Los Angeles Guarantors hereby submit 
to the jurisdiction of the United States District Court for the Central District of Cabfomia

Executed by or on behalf of Guarantors on the date set forth below
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MEDITERRANEAN CUISINE FRANCHISING COMPANY, LLC 
OPTION TO OBTAIN LEASE ASSIGNMENT

THIS OPTION TO OBTAIN LEASE ASSIGNMENT (this "Agreement") is made and entered mto as of 
 (the "Effective Date"), by and between MEDITERRANEAN CUISINE FRANCHISING 

COMPANY, LLC, a Delaware limited liability company ("Franchisor"), and
, a

("Franchisee"), and ("Landlord"), who are
mdividually referred to in this Agreement as a "Party", and collectively referred to m this Agreement as "Parties", 
with reference to the followmg facts

A On, Landlord, as lessor, and Franchisee, as tenant, entered mto a Lease (the "Lease") for 
the premises located at (the 
"Franchised Location") pursuant to which Franchisee leased the Franchised Location from Landlord for the 
purpose of operating a franchised Daphne's Restaurant (the "Restaurant") at the Franchised Location

B Franchisor, as franchisor, and Franchisee, as franchisee, entered mto a Franchise
Agreement (the "Franchise Agreement") pursuant to which Franchisee agreed to operate the Restaurant at the 
Franchised Location as a franchisee of Franchisor m accordance with the terms and conditions of the Franchise 
Agreement

C Franchisee, Franchisor and Landlord desire to enter mto this Agreement to defme the nghts of Franchisor 
m and to the Franchised Location and to protect the mterests of Franchisor with respect to the contmued operahon 
of a Daphne's Restaurant at the Franchised Location durmg the entire term of the Lease and any renewals and 
extensions of the Lease on the terms and conditions set forth in this Agreement

NOW, THEREFORE, IT IS AGREED

1 INCORPORATION OF RECITALS

The Recitals set forth m Paragraphs A through C of this Agreement are true and correct and are mcorporated mto 
this Agreement as part of this Agreement

2 OPTION

Franchisee does hereby grant to Franchisor an option, exercisable at any tune withm thirty (30) days after 
Franchisor's receipt of actual notice of the occurrence of any of the events described m Section 3 1 through Section
3 7 of this Agreement (the "Ophon"), to succeed to Franchisee's rights under the Lease and to obtam an assignment 
of the rights and obligahons of Franchisee under the Lease to Franchisor (the "Assignment") This Agreement shall 
remam m full force and effect, and the Option granted m this Article 2 shall remain exercisable by Franchisor, 
durmg the enhre term of the Franchise Agreement and the Lease, mcludmg all extension terms and/or renewal 
terms of the Franchise Agreement and the Lease

3 ONLY EFFECTIVE UPON EXERCISE OF OPTION

'This Agreement shall be effective upon the Effective Date, however, the Assignment shall only become effective if, 
and when. Franchisor expressly exercises the Option m writmg after the occurrence of one or more of the followmg 
events
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3 1 Franchise Agreement The occurrence of (i) any acts which would result in the immediate terminahon of 
the Franchise Agreement, or (u) the default by Franchisee m the performance of any of the terms or obbgations of 
the Franchise Agreement, which default is not cured within the apphcable cure period set forth in the Franchise 
Agreement

3 2 Lease The occurrence of (i) any acts which would result m the termmation or merger of the Lease, or (ii) 
the default by Franchisee m the performance of any of the terms or obligations of the Lease which default is not 
cured withm the apphcable cure period set forth m the Lease

3 3 Sale of Restaurant If Franchisee, without the prior wntten consent of Franchisor, either (i) sells, transfers, 
assigns, sublets or enters mto any agreement to sell, transfer, assign or sublet any of its right, title or mterest m and 
to the Restaurant, mcluding any transfer, assignment or sublet of the Franchise Agreement, the Lease or any of the 
operating assets of the Restaurant, or (ii) amends the Lease m any manner which would impair the value of the 
secunty granted by this Agreement or which would materially affect the rights of Franchisor under this 
Agreement

3 4 Failure to Exercise Option to Renew or Extend If Franchisee shall fail to exercise any ophon to renew or 
extend the term of the Lease

3 5 Insolvency If (i) Franchisee is adjudicated msolvent or makes an assignment for the benefit of creditors, or 
(ii) Franchisee apphes for or consents to the appomtment of a custodian, receiver, trustee or similar officer for it or 
for all or any substantial part of its property, or if such a custodian, receiver, trustee or similar officer is appomted 
without the application or consent of Franchisee, and such appomtment conhnues undischarged for a period of 
sixty (60) days

3 6 Bankruptcy If Franchisee (i) is adjudicated bankrupt or mstitutes (by petition, application, answer, consent 
or otherwise) any bankruptcy, insolvency, reorganization, moratorium, arrangement, readjustment of debt, 
dissolution, bquidation or similar proceedmg relatmg to it under the laws of any junsdichon, or (ii) any such 
proceedmg is instituted (by pehtion, appbcahon or otherwise) agamst Franchisee and remams undismissed for a 
period of sixty (60) days

3 7 Purchase of Franchised Location If Franchisee or any entity with which Franchisee has any fmancial 
mterest enters mto any agreement to purchase the Franchised Locahon from Landlord Franchisee and Landlord 
shall each provide Frandiisor with mdependent and separate wntten notice of the occurrence of any of the events 
described m Section 3 1 through Section 3 7 of this Agreement no later than fifteen (15) days after the occurrence of 
any of the events described m Section 3 1 through Sechon 3 7 of this Agreement

4 CONSENT TO ASSIGNMENT

Landlord hereby consents to the Assignment and agrees that its consent to the Assignment shall remam m effect 
durmg the entire term of the Lease and any and all renewals and extensions of the Lease The Lease shall not be 
amended, modified, altered, assigned, extended, renewed or termmated by Landlord, nor shall the Franchised 
Location be sublet by Franchisee with the consent of Landlord, without the prior written consent of Franchisor

5 EXERCISE OF OPTION BY FRANCHISOR

Franchisor shall exercise the Option by giving written notice to Franchisee and Landlord of its affumative election 
to do so withm thirty (30) days after Franchisor's receipt of actual notice of the occurrence of any of the events 
described m Section 31 through Section 3 7 of this Agreement
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5 1 Cure Defaults If Franchisor exercises the Option, Franchisee, Franchisor or its franchisee-designee, shall 
have the right to cure all uncured defaults of Franchisee under the Lease which exist as of the date of the exerase of 
the Option when Franchisor or its franchisee-designee is put into actual possession of the Restaurant The penod of 
time to cure all defaults of Franchisee under the Lease shall be reasonably and appropriately extended by Landlord 
beyond the cure penod provided to Franchisee under the Lease

5 2 Assignment of Rights Franchisor shall have the right, concurrently with or subsequent to Franchisor's 
exerase of the Option, to assign and transfer its rights under this Agreement to an affiliate or a franchisee of 
Franchisor without the prior consent of Landlord In the event of such an assignment or transfer, the Franchisor's 
affihate-designee or franchisee-designee shall obtam the Assignment ui place and mstead of Franchisor

5 3 Indemnificataon by Assignor Franchisee agrees to pay and reimburse Franchisor and to hold Franchisor 
harmless from and against any and all costs, damages, attorneys' fees, babihhes or other expenses of any nature 
whatsoever incurred by Franchisor m connechon with the enforcement of Franchisor's rights and/or the 
performance of Franchisor's rights or obligations under this Agreement Franchisor's exercise of the Option shall 
not release Franchisee from any habihty to Landlord or Franchisor for any rents, costs, damages, attorneys' fees. 
Labilities or other expenses mcurred by Franchisor or Landlord as a result of Franchisee's defaults or actions under 
Sections 3 1 through 3_7 of this Agreement

6 TERM OF AGREEMENT

This Agreement shall terminate upon the termmation of the Lease with the written consent of Franchisor

7 TERMINATION OF LEASE AND FRANCHISE AGREEMENT

7 1 Termination of Lease If, and only if. Franchisor exercises the Option, upon any termmation of the Lease 
pnor to the expiration date of the Lease or upon expiration of the term of the Lease m violahon of Section 3 4 of this 
Agreement, following Franchisor's exercise of the Option, Franchisor shall, m Franchisor's discretion, either 
succeed to Franchisee's rights under the Lease or Landlord shall enter mto a substitute lease for the Franchised 
Location with Franchisor, or its designee, on the idenhcal terms and conditions as contamed m the Lease, for the 
remaming term of the Lease, with identical extension or renewal options, withm ten (10) busmess days of the 
termmation or expiration of the Lease

7 2 Termination of Franchise Agreement Upon Franchisor's exercise of the Option, Franchisee shall 
surrender possession of the Franchised Location to Franchisor and Franchisor shall be entitled to, and Franchisee 
shall provide Franchisor with, immediate possession of the Franchised Location and Franchisee shall no longer be 
entitled to the use or occupancy of the Restaurant or the Franchised Location, mcludmg all of Franchisee's rights m 
and to the same, mcludmg all improvements, buildings and fixtures which are a part of the same will, m all 
respects, be deemed to have been termmated and, under the terms of this Agreement and the appLcable provisions 
of the Franchise Agreement, assigned to Franchisor Franchisor shall have the right to manage and operate the 
Restaurant at the Franchised Location immediately upon its exercise of the Option

7 3 De-Identification of Restaurant If Franchisor does not exercise the Option upon a termmation of the 
Franchise Agreement and/or Lease, Franchisor shall have the right to enter the Restaurant and the Franchised 
Location to remove and modify to Franchisor's satisfaction, all distmctive design features and characteristics of the 
Restaurant and the Franchised Location, mcludmg distmctive mterior designs and surface materials and 
refrigerahon equipment, display fixtures, color decor and mterior and exterior signs and all other items identifying 
the Restaurant and the Franchised Location as a Daphne's Restaurant
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8 RESTRICTIONS ON TRANSFER

This Agreement may not be assigned by Franchisee without the prior written consent of Franchisor Franchisee 
shall not sell, transfer, assign, sublet or otherwise encumber any or all of its right, htle or interest in and to the 
Restaurant, the Franchise Agreement or the Lease, except m accordance with the applicable terms and conditions of 
the Franchise Agreement Franchisee shall not amend, modify or alter the Lease during the term of this Agreement 
without the pnor wntten consent of Franchisor and shall provide Franchisor with at least thirty (30) days pnor 
written notice of any proposed amendment, modification, alteration, extension or renewal of the Lease

9 POWER OF ATTORNEY

Franchisee hereby irrevocably appoints Franchisor as its attomey-m-fact to exercise any and all of Franchisee's 
nghts m, to and under the Lease and in and to the Franchised Location upon the occurrence of a default or an event 
of default under the Lease or Franchise Agreement Landlord acknowledges this appomtment and agrees to 
recognize and accept the nghts and achons of Franchisor under this appomtment

10 OENERAI. PROVISIONS

10 1 Governing Law This Agreement shall be governed and construed m accordance with the laws of the State 
m which the Franchised Location is located

10 2 Notices All notices or demands to be given under this Agreement shall be m writmg and shall be served m 
person, by air courier debvery or by cerhhed mail Service shall be deemed conclusively made (i) at the time of 
service, if personally served, (ii) three (3) busmess days after debvery by the Party givmg the notice, statement or 
demand if by air courier with a guaranteed trackmg facility, or (ui) three (3) busmess days after placement m the 
United States mail by Certified Mail, Return Receipt Requested, with postage prepaid Nohces and demands shall 
be given to the respective Parties at the followmg addresses, unless and until a different address has been 
designated by written notice to the other Party

If to Franchisor

Mediterranean Cuisme Franchismg Company, LLC
466 Foothill Boulevard #356
La Canada Fbntndge, Cabfomia 91011
Attention President
Email MichaelODaplines biz

With a copy (which shall not constitute notice) to

Barry Kurtz, Esq
Lewitt, Hackman, Shapiro, Marshall and Harlan, 
A Law Corporation 
16633 Ventura Boulevard, 11Floor 
Encmo, Cabfomia 91436

If to Franchisee

Attention
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If to Landlord

Attention

Any Party may change his or its address by giving ten (10) days prior written notice of such change to all other 
Parties

10 3 Waivers The delay, omission or forbearance by Franchisor to take action to remedy or seek damages for 
the breach or default of any term, covenant or condition of this Agreement or to exercise any right, power or duty 
arising from such breach or default shall not be deemed to be a waiver of such term, covenant or condition or any 
subsequent breach or default of the same or any other term, covenant or condition of this Agreement The 
subsequent.acceptance of performance by Franchisor shall not be deemed to be a waiver of any preceding breach or 
default by Franchisee other than its failure to pay the particular payment so accepted, regardless of Franchisor's 
knowledge of such precedmg breach or default at the time of acceptance of such payment

10 4 Attorneys' Fees If any legal action is brought to enforce the terms of this Agreement, the prevailing Party 
shall be entitled to reasonable attorneys' fees and costs, and any and all costs of collection, in addition to any other 
rebef to which that Party may be entitled

10 5 Modification This Agreement may be modified only by a writing executed by the Party sought to be 
bound

10 6 Entire Agreement This Agreement, and the other agreements referred to in this Agreement, and any other 
agreement that may be executed by the Parties concurrently with the execution of this Agreement, set forth the 
entire agreement and understanding of the Parhes with regard to the subject matter of this Agreement and any 
agreement, representation or understandmg, express or implied, heretofore made by any Party or exchanged 
between the Parties are hereby waived and canceled

10 7 Cumulative Remedies Any specific right or remedy set forth m this Agreement, legal, equitable or 
otherwise shall not be exclusive, but shall be cumulative with all other rights or remedies set forth in this 
Agreement or allowed or allowable by law

10 8 Captions The various titles of tlie Sections m this Agreement are used solely for convenience and shall not 
be used m mterpreting or constnung any word, clause. Section or subparagraph of this Agreement

10 9 Gender All words used in this Agreement m the smgular shall mclude the plural and the mascuhne 
gender shall include the femmine and neuter and the neuter shall include the masculine and femmme

10 10 Successors This Agreement shall be bmding upon all of the Parties to this Agreement, their respective 
heirs, executors, admmistrators, personal representatives, successors and assigns

10 11 Severabditv The invabdity of any one or more of the provisions contained m this Agreement, as 
determined by a court of competent jurisdiction, shall in no way affect the vabdity of any other provision hereof

10 12 Additional Documents Each of the Parties agrees to execute, acknowledge and debver to the other Party 
and to procure the execution, acknowledgment and delivery to the other Party of any additional documents or 
mstruments which any Party may reasonably require to fully effectuate and carry out the provisions of this 
Agreement
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10 13 Counterparts and Electronic Transmission. Electronic Copies This Agreement may be executed m any 
number of counterparts, each of which shall be deemed to be an origmal and all of which together shall be deemed 
to be one and the same instrument Copies of this Agreement with signatures that have been transmitted by email 
or by facsimile shall constitute and be deemed origmal copies of this Agreement for all purposes, provided that the 
copies are fully executed, dated and idenhcal m form to the original hard copy version of this Agreement In 
addition, this Agreement may be signed electronically by the Parties and electronic signatures appearmg on this 
Agreement shall be deemed to be the same as handwritten signatures for the purposes of the validity, 
enforceabihty and admissibility of this Agreement

10 14 General Franchisee acknowledges that Franchisee has carefully read this Agreement and aU other related 
documents to be executed concurrently or m conjunchon with the execuhon hereof, that Franchisee has obtained 
the advice of counsel in connection with entering mto this Agreement, that Franchisee understands the nature of 
this Agreement and that Franchisee mtends to comply herewith and be bound hereby Franchisee further 
acknowledges that it has read and understood this Agreement and that Franchisor has accorded Franchisee ample 
time and opportunity to consult with advisors of Franchisee's own choosmg about the potential benefits and risks 
of entermg mto this Agreement

1015 Atypical Terms Franchisee acknowledges and agrees that Franchisor has made no warranty or 
representation that all Option to Obtam Lease Assignment Agreements previously issued or issued after this 
Agreement by Franchisor do or will contam terms substantially similar to those contamed m this Agreement 
Franchisor may, m its reasonable busmess judgment and its sole and absolute discretion, due to local busmess 
conditions or otherwise, waive or modify comparable provisions of other Option to Obtam Lease Assignment 
Agreements previously executed or executed after the date of this Agreement with other AGCK Franchisees m a 
non-uniform manner

IN WITNESS WHEREOF, the Parties have executed this Agreement as of the Effective Date

FRANCHISOR FRANCHISEE

MEDITERRANEAN CUISINE FRANCHISING 
COMPANY, LLC,
A Delaware limited habibty company

Michael Nakhleh, its President 

LANDLORD

Name
Title

Name
Title
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MEDITERRANEAN CUlStNE FRANOtiSING-COMPANY, LLC 
FRANCHISE DISCLOSURE-DOCUMENT

EXHIBIT D
ASSET PURCHASE AGREEMENT



MEDITERRANEAN CUISINE FRANCHISING COMPANY, LLC 
FRANCHISE DISCLOSURE DOCUMENT

EXHIBIT DE
CONFIDENTIALITY AGREEMENT FOR PROSPECTIVE FRANCHISEES



MEDITERRANEAN CUISINE FRANCHISING COMPANY, LLC 
CONnOENTIALITY AGREEMENT

THIS CONFIDENTIALITY AGREEMENT (this “Agreement") is made this__ day of,
20_ (the "Effective Date"), by and between MEDITERRANEAN CUISINE FRANCHISING COMPANY, LLC, 
a Delaware bmited habibty company ("Franchisor"), on the one hand, and , a

("Candidate"), on the other hand, who are individually referred to m this
Agreement as a "Party", and collectively referred to m this Agreement as "Parties", with reference to the 
following facts

A Franchisor and Franchisor's affiliate, Mediterranean Cuisme Operating Co, LLC, a Delaware limited 
babibty company, have developed the "Daphne's System" for the establishment and operation of fast-casual 
restaurants ("Daphne's Restaurants") that offer a menu of freshly prepared Cabfomia-mspired Greek and 
Mediterranean appetizers, sandwiches, wraps, salads, platters, side dishes and non-alcoholic beverages for on­
premises and off-prerruses consumphon and catermg events under the trade names and service marks 
"Daphne's", "Daphne's California Greek" and other related trademarks, service marks, logos and commercial 
symbols (collectively, the "Daphne's Marks") The "Daphne's System" means the system developed by 
Franchisor and Franchisor's affiliate that includes operating methods and busmess practices related to Daphne's 
Restaurants, the relationship between Franchisor and its franchisees, interior and exterior restaurant design, other 
Items of trade dress, specifications for equipment, fixtures and uniforms, defmed product offerings, recipes and 
unique cookmg and preparation techniques and methods, specified pncing and promotions, restrictions on 
ownership, standard operatmg and administrahve procedures, management and technical trammg programs, 
marketing and public relations programs, and Franchisor's website, all as Franchisor may modify the same from 
time to time

B Franchisor has the right to use, and to license others to use, the Daphne's Marks and Daphne's System, 
and has, as a result of its expenditure of time, skill, effort, and money, developed a distinctive franchise model for 
quabfied franchisees to obtain the nght to operate a Daphne's Restaurant using the Daphne's Marks and Daphne's 
System (the "Restaurant")

C Franchisor may provide Candidate with confidential and propnetary information regarding Daphne's 
System prior to granting or declining to grant Candidate a franchise or entering into a franchise agreement with 
Candidate Franchisor desires that Candidate maintain the confidentiabty of all such confidential and proprietary 
mformation on the terms and conditions set forth in this Agreement

NOW, THEREFORE, IT IS AGREED

1 INCORPORATION OF RECITALS

The recitals set forth in Paragraph A through Paragraph C above are true and correct and are hereby incorporated 
by reference mto the body of this Agreement

2 CONFIDENTIALITY

Candidate acknowledges and agrees that

2 1 Confidential Information Candidate's knowledge of the elements of Daphne's System and any other 
proprietary data that may be disclosed to Candidate by Franchisor, or any affiliate of Franchisor, including, 
without bmitabon, any and all confidential and/or proprietary knowledge, data or information of a party and any
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and all confidential and/or proprietary knowledge, data or information which a party has obtamed or obtains 
from another person or entity and which a party treats as proprietary or designates (whether or not m writing or 
electronic form) as "Confidential Information" By way of illustration, but not limitation, "Confidential 
Information" mcludes tangible and intangible informahon (whether or not in electronic form) relatmg to 
Franchisor's busmess operahons, styles, products and services, recipes, cooking and preparation techniques and 
methods, sources of materials and equipment, customer management and other software, data, other content, 
formulations, patterns, compilations, programs, devices and processes, business relationships, contact 
information for industry professionals, developmental or experimental work and services, improvements, 
discovenes, plans for research, potenhal new or supplemental products and services, websites, advertisements or 
ancillary products and services, marketmg and selling methods and/or plans, business plans, budgets and 
unpublished financial statements, licenses, prices and costs, vendors, collaborators, current customer and 
prospective customer names and addresses, informahon regardmg credit extensions to customers, customer 
service purchasmg histones and prices charged to customers, customer bsts and other customer data, information 
regarding the skills and compensahon of employees and contractors of Franchisor, designs, drawings, 
speaficahons, source code, object code, documentahon, diagrams, flowcharts, research, development, marketing 
techniques and materials, trademarks, trade secrets, sales/hcense techniques, inventions, copyrightable material, 
trademarkable matenal, databases, relationships between Franchisor and other companies, persons or enhties. 
Daphne's System, and any other information or matenal considered proprietary by Franchisor whether or not 
designated as confidential mformation by Franchisor, that is not generally known by the public, or which derives 
mdependent economic value (actual or potenhal) from not bemg generally known to the public or persons 
unaffiliated with Franchisor or its affibates and which is the subject of efforts by Franchisor that are reasonable 
under the circumstances to mamtam its secrecy, and any other information in oral, written, graphic or electroruc 
form which, given the arcumstances surrounding,its disclosure, would be considered confidential Confidential 
Information also mcludes the manner m which any of the above described items may be combmed with any other 
information or products or synthesized or used by Candidate Confidential Information does not mclude any 
mformation that was m the lawful and unrestricted possession of Candidate pnor to its disclosure by Franchisor, 
IS or becomes generally available to the pubbc by acts other than those of Candidate after receivmg it, has been 
received lawfully and m good faith by Candidate from a third party who did not derive it from Franchisor or 
Candidate, or is shown by acceptable evidence to have been mdependently developed by Candidate

2 2 Value The Confidenhal Informahon has been developed by Franchisor and its affibates by the 
investment of time, skill, effort and money and is widely recognized by the public and is of substantial value

2 3 Propnetarv The Confidential biformation is proprietary, confidential and conshtutes a trade secret of 
Franchisor and its affibates

2 4 Mamtam Confidentiality Candidate will fully and stnctly mamtam the confidenhabty of the 
Confidential Information, will exercise the highest degree of dibgence m safeguardmg the Confidenhal 
Information and will not disclose or reveal the Confidential Information to any person other than another person 
who IS actively and directly parhcipatmg in the acquisihon of the franchise with Candidate, but only after first 
disclosmg the identity of such person to Franchisor m wntmg and obtammg such person's signature on a Non- 
Disclosure Agreement similar to this Agreement, unless covered by attomey-cbent privilege

2 5 Reproduction and Use Candidate will not duectly or mdirectly reproduce or copy any Confidential 
Information or any part of it and will make no use of any Confidenhal Information for any purpose whatsoever 
unless and until Candidate becomes a franchisee of Franchisor, and then only m accordance with the provisions 
of Candidate's Franchise Agreement

20I9JMCFCFDD 
CONFiDCNTIALITY ACREEMbNT



2 6 No Prior Experience Candidate specifically acknowledges and agrees that prior to the execution of this 
Agreement, Candidate had no expenence, mformation or knowledge whatsoever about operating a restaurant 
that offers and sells Greek or Mediterranean appetizers, sandwiches, wraps, salads, platters or side dishes as its 
primary menu items or a Daphne's Restaurant, and that Candidate's knowledge of the Confidential Information 
was obtamed solely from Franchisor pursuant to this Agreement In addition. Candidate speafically 
acknowledges that, pursuant to this Agreement, Candidate will receive valuable Confidential Information 
regardmg the operational, sales, promotional, and marketmg methods and techniques of Franchisor and 
Daphne's System, which are unique and proprietary to Franchisor, derive mdependent economic value from not 
bemg generally known to the public and are the subject of Franchisor's efforts and that are reasonable under the 
circumstances to mamtain their secrecy

3 GENERAL

3 1 Injunction Candidate recognizes the unique value and secondary meaning attached to the Confidential 
Information and the elements of Daphne's System and agrees that any noncompliance with the terms of this 
Agreement or any unauthorized or improper use of the Confidential Information will cause irreparable damage 
to Franchisor and its franchisees Candidate therefore agrees that if Candidate should engage m any such 
unauthorized or improper use of the Confidential Information, Franchisor shall be entitled to both permanent 
and temporary injunctive rehef from any court of competent jurisdiction without notice or the posting of any 
bond, m addition to any other remedies prescribed by law

3 2 Heirs and Successors This Agreement shall be binding upon and inure to the benefit of the Parties, their 
heirs, successors and permitted assigns

3 3 Entire Agreement This Agreement represents the entire understanding between the Parties regarding 
the subject matter of this Agreement and supersedes all other negotiations, agreements, representations and 
covenants, oral or written This Agreement may not be modified except by a written mstrument signed by 
Franchisor and Candidate that expressly modifies this Agreement The Parties intend this Agreement to be the 
entire mtegration of all of their agreements on this subject of any nature regardmg the subject matter of this 
Agreement No other agreements, representations, promises, commitments or the hke, of any nature, exist 
between the Parties

3 4 No Warranhes Candidate acknowledges and agrees that Franchisor has made no promises, 
representations or warranties to Candidate that are mconsistent with the terms of this Agreement or Franchisor s 
Franchise Disclosure Document concernmg the profitability or likelihood of success of the Restaurant, that 
Candidate has been mformed by Franchisor that there can be no guaranty of success m the Restaurant and that 
Candidate's busmess ability and apbtude are primary in determmmg his success

3 5 No Right to Use the System, Daphne's Marks or Confidential Information This Agreement is not a 
Franchise Agreement or a license of any sort, and does not grant Candidate any right to use or to franchise or 
license the use of. Daphne's System, the Daphne's Marks or the Confidential Information, which right is expressly 
reserved by Franchisor

3 6 Waiver Failure by Franchisor to enforce any rights under this Agreement shall not be construed as a 
waiver of such rights Any waiver, includmg a waiver of default, m any one mstance shall not constitute a 
contmumg waiver or a waiver m any other instance
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3 7 Validity Any invalidity of any portion of this Agreement shall not affect the validity of the remaining 
porhons and unless substantial performance of this Agreement is frustrated by any such invabdity, this 
Agreement shall continue m full force and effect

3 8 Headings and Gender The headmgs m this Agreement are for purposes of convenience only and shall 
not be used in construing the provisions of this Agreement As used in this Agreement, the male gender shall 
mclude the female and neuter genders, the singular shall mclude the plural and the plural, the smgular

3 9 Attorneys' Fees If Franchisor becomes a party to any legal proceedings concerning this Agreement by 
reason of any act or omission of Candidate or its authorized representahves. Candidate shall be bable to 
Franchisor for the reasonable attorneys' fees and court costs meurred by Franchisor m the legal proceedmgs If 
either Party commences a legal proceeding against the other Party arising out of or in connechon with this 
Agreement, the prevaibng Party shall be entitled to have and recover from the other Party its reasonable attorneys' 
fees and costs of suit

3 10 Cumulafave Remedies Any specific right or remedy set forth in this Agreement, legal, equitable, or 
otherwise, shall not be exclusive, but shall be cumulative with all other rights or remedies set forth in this 
Agreement or allowed or allowable by law

3 11 Notices All notices or demands to be given under this Agreement shall be in wnting and shall be served 
m person, by air courier delivery or by certified mail Service shall be deemed conclusively made (i) at the time 
of service, if personally served, (ii) three (3) business days after debvery by the Party givmg the notice, statement 
or demand if by air courier with a guaranteed tracking facility, or (iii) three (3) busmess days after placement m 
the United States mail by Certified Mail, Return Receipt Requested, with postage prepaid Notices and demands 
shall be given to the respective Parties at the followmg addresses, unless and until a different address has been 
designated by written notice to the other Party

Notices to Franchisor
Mediterranean Cuisme Franchising Company, LLC
466 Foothill Boulevard #356
La Canada Flintndge, Cabfomia 91011
Attention President
Email Michael@Daphnes biz

With a copy to (which shall not constitute notice)

Barry Kurtz, Esq
Lewitt, Hackman, Shapiro, Marshall and Harlan 
16633 Ventura Boulevard, 11* Floor 
Enemo, California 91436

Notices to Candidate

Attention

Either Party may change its address for the purpose of receivmg notices, demands and other communications by 
a written notice given in the manner set forth above to the other Party
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3 12 Venue The Parties agree that all disputes arising out of or relating to this Agreement shall be brought in 
the Superior Court of Cabfomia, County of Los Angeles, or the United States District Court of the Central District 
of California To the fullest extent that the Parties may do so under applicable law, the Parties waive the defense 
of inconvenient forum to the maintenance of an action m these Courts and agree not to commence any action of 
any kmd except in these Courts

3 13 Governing Law This Agreement shall be mterpreted and construed under the laws of California In the 
event of any conflict of law, the law of California shall prevail, without regard to the application of Califorma 
conflict of law rules If, however, any provision of this Agreement would not be enforceable under the laws of 
California, and if the Restaurant would be located outside of California and such provision would be enforceable 
under the laws of the state m which the Restaurant would be located, then such provision shall be interpreted 
and construed under the laws of that state Nothing m this Section 313 is mtended by the Parties to subject this 
Agreement to any franchise or similar law, rules, or regulation of any state to which it would not otherwise be 
subject

3 14 Counterparts and Electronic Transmissiorb Electromc Signatures This Agreement may be executed in 
any number of counterparts, each of which shall be deemed to be an original and all of which together shall be 
deemed to be one and the same instrument Copies of this Agreement with signatures that have been transmitted 
by email or by facsimile shall constitute and be deemed original copies of this Agreement for all purposes, 
provided that the copies are fully executed, dated and identical m form to the onginal hard copy version of this 
Agreement In addition, this Agreement may be signed electronically by the Parties and electronic signatures 
appearmg on this Agreement shall be deemed to be the same as handwntten signatures for the purposes of the 
vabdity, enforceabibty and admissibility of this Agreement

(Signature Page Follows)
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IN WITNESS WHEREOF, the Parties have executed this Agreement on the Effective Date 

FRANCHISOR. CANDIDATE

MEDITERRANEAN CUISINE FRANCHISING 
COMPANY, LLC,

A Delaware limited liability company

Michael Nakhleh, its President

(IF CANDIDATE IS A CORPORATION, LIMITED 
LIABILITY COMPANY, OR PARTNERSHIP)

[Pnnt Name of Franchisee Entity]

Name
Title

OR

(IF CANDIDATE IS AN INDIVIDUAL)

Prmt Name

Signature

Prmt Name

Signature
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MEDITERRANEAN CUISINE FRANCHISING COMPANY, LLC 
FRANCHISE DISCLOSURE DOCUMENT

EXHIBIT EF
NON DISCLOSURE AND CONFIDENTIALITY AGREEMENT FOR EMPLOYEES OF FRANCHISEE



MEDITERRANEAN CUISINE FRANCHISING COMPANY, LLC 
NON-DISCLOSURE AND CONFIDENTIALITY AGREEMENT

THIS NON-DISCLOSURE AND CONFIDENTIALITY AGREEMENT (this "Agreement") is made this, 
of, 20____________________  (the "Effective Date"), by and between 

. day

, ("Recipient"), on the other hand.(' Franchisee'), on the one hand, and_____________________________
who are mdividually referred to m this Agreement as a "Party", and collectively referred to in this Agreement 
as "Parties", with reference to the following facts

A Mediterranean Cuisme Franchismg Company, LLC, a Delaware limited babibty company 
("Franchisor") and Franchisor's affiliate, Mediterranean Cuisme Operatmg Co, LLC, a Delaware limited 
Lability company, (the "Operating Company"), have developed the "Daphne's System" for the establishment 
and operation of fast-casual restaurants ("Daphne's Restaurants") that offer a menu of freshly prepared 
California-inspired Greek and Mediterranean appehzers, sandwiches, wraps, salads, platters, side dishes and 
non-alcoholic beverages for on-premises and off-premises consumption and catermg events under the trade 
names and service marks "Daphne's", "Daphne's California Greek" and other related trademarks, service 
marks, logos and commercial symbols (collectively, the "Daphne's Marks")

B "Daphne's System" includes, vnthout bmitahon, the operations and trammg manuals and any other 
wntten directives related to Daphne's System (the "Manuals"), the system developed by Franchisor and tlie 
Operatmg Company that includes operatmg methods and business practices related to Daphne's Restaurants, 
the relationship between Franchisor and its franchisees, interior and extenor Restaurant design, other items of 
trade dress, specificahons for equipment, fixtures and uniforms, defmed product offermgs, recipes and 
unique cookmg and preparation techniques and methods, specified pncmg and promotions, restnctions on 
ownership, standard operatmg and admmistrative procedures, management and technical trammg programs, 
marketing and public relations programs, and Franchisor's website, all as Franchisor may modify the same 
from time to tame, and may be disclosed to Recipient by Franchisee

C Franchisor has and continues to protect the confidentiality of the "Confidential Information" by, 
among other thmgs (i) not revealmg the confidential contents of the Confidential Information to 
unauthorized parties, (ii) requirmg Franchisees to acknowledge and agree m writmg that the Confidential 
Information is confidential, (iii) requirmg Franchisees to agree m writmg to mamtam the confidentiality of the 
Confidential Information, (iv) monitormg electronic access to the Confidential Information by the use of 
passwords and other restrictions so that electromc access to the Confidential Information is limited to 
authorized parties, and (v) requinng its franchisees to return all Confidential Information to Franchisor upon 
the expiration and termination of their Franchise Agreements

D Franchisor and Franchisee have entered into a Franchise Agreement under which Franchisor has 
granted Franchisee the right to own and operate a Daphne's Restaurant (the "Restaurant") and to use 
Daphne's System, the Daphne's Marks, the Manuals, and the Confidential biformation m the operation of the 
Restaurant

E Franchisee is obbgated under its Franchise Agreement with Franchisor to obtam a written agreement 
from aU supervisorial and managerial personnel employed by Franchisee and each independent contractor 
engaged by Franchisee who may have access to the Confidential Information and who may be the recipient of 
the disclosure of the Confidential Information to mamtam the confidentiabty of the Confidential Information, 
to obtam the wntten agreement from all supervisorial and managenal personnel employed by Franchisee and 
each mdependent contractor to not use the Confidential Information other than m the course of his or her

2019S MCFC TDD
NON DISCLOSURE ANDCONHDI NTIALITY ACKECMENr



employment or engagement by Franchisee and to not disclose any of the Confidential Information to any 
unauthorized parties durmg the period of time that he or she is providmg services for Franchisee and forever 
after his or her employment or engagement by Franchisee ends

NOW, THEREFORE, IT IS AGREED

1 ACKNOWLEDGMENTS OF RECIPIENT

1 1 No Prior Experience. Information or Knowledge Prior to his or her employment or engagement by 
Franchisee, Recipient had no experience, information or knowledge about operating a restaurant that offers a 
menu of Greek or Mediterranean appetizers, sandwiches, wraps, salads, platters and side dishes as its 
pnmary menu items or a Daphne's Restaurant Recipient's knowledge of the Confidential Information was 
obtamed only from Franchisee followmg the Effechve Date and only m the course of Recipient's employment 
or engagement by Franchisee

1 2 Confidenhal Informataon The Confidential Information mcludes all of the items uicluded elsewhere 
in this Agreement and, m addition, without limitahon, all tangible and mtangible information (whether or not 
m electronic form) relating to Franchisor's business operations, styles, products and services, recipes, cookmg 
and preparation techmques and methods, sources of materials and equipment, customer management and 
other software, data, other content, formulahons, patterns, compilations, programs, devices and processes, 
busmess relationships, contact information for mdustry professionals, developmental or experimental work 
and services, improvements, discoveries, plans for research, potential new or supplemental products and 
services, websites, advertisements or ancillary products and services, markehng and sellmg methods and/or 
plans, business plans, budgets and unpubhshed fmancial statements, licenses, prices and costs, vendors, 
collaborators, current customer and prospective customer names and addresses, mformation regardmg credit 
extensions to customers, customer service purchasing histones and pnces charged to customers, customer 
lists and other customer data, mformation regarding the skills and compensation of employees and 
contractors of Franchisor, designs, drawmgs, specifications, source code, object code, documentation, 
diagrams, flowcharts, research, development, markehng techniques and materials, trademarks, trade secrets, 
sales/license techniques, mvenfaons, copynghtable material, trademarkable material, databases, relahonships 
between Franchisor and other companies, persons or entities. Daphne's System, and any other mformation or 
material considered propnetary by Franchisor whether or not designated as confidential mformation by 
Franchisor, that is not generally known by the public, or which derives mdependent economic value (actual 
or potenhal) from not bemg generally known to the public or persons unaffibated with Franchisor or its 
affibates and which is the subject of efforts by Franchisor that are reasonable under the circumstances to 
mamtam its secrecy, and any other informahon m oral, written, graphic or electronic form which, given the 
circumstances surroundmg its disclosure, would be considered conhdential Confidenhal Information also 
mcludes the manner m which any of the above described items may be combmed with any other mformation 
or products or synthesized or used by Recipient Conhdential Information does not mclude any informahon 
that wasi m the lawful and unrestricted possession of Recipient prior to its disclosure by Franchisee to 
Recipient, is or becomes generally available to the public by acts other than those of Recipient after receiving 
it, has been received lawfully and m good faith by Recipient from a third party who did not derive it from 
Franchisor, Franchisee or Recipient, or is shown by acceptable evidence to have been mdependently 
developed by Recipient

1 3 Independent Value The Conhdenhal Information (i) is not generally known by the public or parties 
other than Franchisor, its affibates, its franchisees and Franchisee, (u) derives mdependent economic value 
(actual or potential) from not bemg generally known to the public or persons unafhbated with Franchisor or
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Franchisee, and (iii) is the subject of extensive efforts by Franchisor that are reasonable under the 
circumstances to maintam the secrecy of the Confidential Information

1 4 Valuable and Propnetary The Confidential Information has been developed by Franchisor, its 
founder and their affiliates by the investment of time, skill, effort and money and is widely recognized by the 
pubbc, of substantial value, and is propnetary, confidential and constitutes trade secrets of Franchisor, its 
founder and their affibates

2 COVENANTS OF RECIPIENT

Recipient agrees that so long as Recipient is employed or engaged by Franchisee and forever after his or her 
employment or engagement by Franchisee ends

21 Maintain Confidentiality Recipient will fully and strictly mamtam the confidenhabty of the 
Conhdenhal Information, will exercise the highest degree of dibgence in safeguardmg the Confidential 
Informahon and wiU not disclose or reveal the Confidential Information to any person other than Franchisee 
or other personnel employed by Franchisee or mdependent contractors engaged by Franchisee while a 
supervisorial or managerial employee or mdependent contractor of Franchisee and will then do so only to the 
degree necessary to carry out Recipient's duties as a supervisorial or managenal employee or independent 
contractor of Franchisee

2 2 No Reproduction or Use Recipient will not directly or mdirectly reproduce or copy any Confidential 
Informahon and will make no use of any Confidential Informahon for any purpose whatsoever except as may 
be required while Recipient is employed or engaged by Franchisee and will then do so only in accordance 
with the provisions of this Agreement and only to the degree necessary to carry out Recipient's duties as a 
supervisorial or managenal employee or mdependent contractor of Franchisee

2 3 Restncfaons Recipient specifically acknowledges and agrees Recipient may receive valuable 
speciabzed trammg and Confidenhal Information, mcludmg, without limitahon, Confidenhal Information 
regardmg the operational, sales, promohonal, and marketing methods and techniques of Franchisor and 
Daphne's System, which are unique and propnetary to Franchisor, denve mdependent economic value from 
not being generally known to the pubbc and are the subject of Franchisor's efforts and that are reasonable 
under the circumstances to mamtam then secrecy Recipient therefore covenants that while employed or 
engaged by Franchisee, Recipient shall not, either directly or mdirectly, for himself or herself, or through, on 
behalf of, or m conjunction with any person, or legal entity (i) divert or attempt to divert any present or 
prospective Daphne's customer to any competitor, by direct or indirect mducement or otherwise, or do or 
perform, directly or mdirectly, any other act mjunous or prejudicial to the goodwill associated with the 
Daphne's Marks and Daphne's System, mi(u) employ oi sock to emplo)' any poison vvho-is or has boon within 
the previous thirty (30) days employed by Franchisor, Franchisoo or-an nffibate oFTranchiGor-or Franchisoe-as 
a supervisorial or-mairagerial omployoo, or otherwise directly or wdnectly-induce the person to leave his or 
hoi employment, or (in) own (either beneficially or of record), engage m or render services to, whether as an 
mvestor, partner, lender, director, officer, manager, employee, consultant, representative or agent, any 
restaurant or restaurant busmess that offers and sells Greek or Mediterranean appetizers, sandwiches, wraps, 
salads, platters or side dishes as its primary menu items or a Daphne's Restaurant or any busmess that looks 
like, copies, imitates, or operates with similar trade dress or decor to Daphne's Restaurants
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2 4 Third Party Beneficiary Franchisor is, and shall be and remain, a third party benehciary of this 
Agreement and will have the mdependent right to enforce the terms of this Agreement

2 5 No Restnchon Nothmg m this Arhcle 2 is mtended to prohibit or restrict any activity which 
prohibition or restriction violates Recipient's rights to engage in protected concerted activity under the 
National Labor Relations Act

3 GENERAL TERMS

31 Injunction Recipient recognizes the unique value and secondary meaning attached to the 
Confidential Information and the elements of Daphne's System and agrees that Recipient's noncompliance 
with the terms of this Agreement or any unauthorized or improper use of the Confidential Informahon by 
Recipient will cause irreparable damage to Franchisor and its franchisees Recipient therefore agrees that if 
Recipient should engage m any unauthorized or improper use or disclosure of the Confidential Information, 
Franchisor and Franchisee, independently, will be entitled to both permanent and temporary mjunctive rehef 
from any court of competent junsdiction without notice or the postmg of any bond, to prevent any 
unauthorized or improper use or disclosure of the Confidenhal Information in addition to any other remedies 
prescribed by law Due to the irreparable damage that would result to Franchisor and Franchisee from any 
violation of this Agreement, Recipient acknowledges and agrees that any claim Recipient believes he or she 
may have agamst Franchisor or Franchisee will be deemed to be a matter separate and apart from Recipient's 
obhgahons under this Agreement and will not entitle Recipient to violate or justify any violation of the 
provisions of this Agreement

3 2 Heirs and Successors. Entire Agreement This Agreement shall be bindmg upon and mure to the 
benefit of the Parties, their heirs, successors and assigns This Agreement represents the entire understanding 
between the Parties regardmg the subject matter of this Agreement and supersedes all other negotiahons, 
agreements, representations and covenants, oral or wntten This Agreement may not be modified except by a 
written mstrument signed by Franchisor and Recipient that expressly modifies this Agreement The Parties 
intend this Agreement to be the entire mtegration of all of their agreements on this subject of any nature 
regarding the subject matter of this Agreement No other agreements, representations, promises, 
commitments or the hke, of any nature, exist between the Parties

3 3 No Right to Use Daphne's Marks or Daphne's System This Agreement is not a license of any sort, 
and does not grant Recipient any right to use or to bcense the use of. Daphne's System, the Daphne's Marks 
or the Confidential Information, which right is expressly reserved by Franchisor

3 4 Waiver and Validity Failure by Franchisor to enforce any rights under this Agreement shall not be 
construed as a waiver of such rights Any waiver, mcludmg a waiver of default in any one instance, shall not 
constitute a conhnuing waiver or a waiver m any other instance Any mvabdity of any portion of this 
Agreement shall not affect the vabdity of the remammg portions and unless substantial performance of this 
Agreement is frustrated by any such mvabdity, this Agreement shall contmue m full force and effect

3 5 Headings and Gender Tlie headings in this Agreement are for purposes of convenience only and 
shall not be used in construmg the provisions of this Agreement As used m this Agreement, the male gender 
shall mclude the female and neuter genders, the smgular shall mclude the plural and the plural, the smgular

3 6 Attorneys' Fees If Franchisor becomes a party to any legal proceedings concemmg this Agreement by 
reason of any act or omission of Recipient, Recipient shall be liable to Franchisor for the reasonable attorneys’
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fees and court costs incurred by Franchisor in the legal proceedings If any Party to this Agreement 
commences any legal proceeding agamst another Party ansmg out of or in connection with this Agreement, 
the prevailmg Party shall be entitled to recover from the other Party its reasonable attorneys’ fees and costs of 
suit

3 7 Cumulahve Remedies Any specific nght or remedy set forth m this Agreement, legal, equitable, or 
otherwise, shall not be exclusive, but shall be cumulative with all other rights or remedies set forth herem or 
allowed or allowable by law

3 8 Notices Except as otherwise expressly provided herem, all written notices and reports permitted or 
required to be delivered by the Parhes under this Agreement shall be deemed debvered at the time delivered 
by hand, one (1) busmess day after transmission by fax or email (with a confirmation copy sent by regular 
United States mail), or three (3) days after placement m the United States mail by Registered or Certified Mail, 
Return Receipt Requested, postage prepaid and addressed as follows

Any notice or demand to Franchisee shall be given to

With a copy to

Mediterranean Cuisine Franchismg Company, LLC
466 Foothill Boulevard #356
La Canada Flintridge, Cahfomia 91011
Attention President
Email Michael@Daphnes biz

Any nohce or demand to Recipient shall be given to

Any Party may change its address for the purpose of receiving nohces, demands and other communications 
by a wntten notice given in the manner set forth above to the other Party

3 9 Counterparts and Electronic Transmission. Electronic Signatures This Agreement may be executed 
in any number of counterparts, each of which shall be deemed to be an original and all of which together shall 
be deemed to be one and the same mstrument Copies of this Agreement with signatures that have been 
transmitted by email or by facsimile shall constitute and be deemed origmal copies of this Agreement for all 
purposes, provided that the copies are fully executed, dated and identical in form to the ongmal hard copy 
version of this Agreement In addition, this Agreement may be signed electronically by the Parties and 
electronic signatures appearing on this Agreement shall be deemed to be the same as handwntten signatures 
for the purposes of the validity, enforceabibty and admissibibty of this Agreement

(Signatures on next page)
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IN WITNESS WHEREOF, the Parties have executed this Agreement on the Effechve Date 

FRANCHISEE REQPIENT

Name 
Title _
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MEDITERRANEAN CUISINE FRANCHISING COMPANY, LLC 
GENERAL RELEASE AGREEMENT

THIS GENERAL RELEASE AGREEMENT (this "Release Agreement") is made and entered mto as of 
 (the "Effective Date"), by and among MEDITERRANEAN CUISINE FRANCHISING 

COMPANY, LLC, a Delaware limited liability company ("Franchisor"), on the one hand, and 
_______________________________________________________________________ a

("Franchisee"), and ("Owner"), on the other hand, who
are collectively referred to m this Release Agreement as the "Releasmg Parties", with reference to the following 
facts

A Franchisor and Franchisee are parties to that certam Franchise Agreement and related ancillary 
agreements dated(collectively, the "Franchise Agreement") pursuant to which 
Franchisor granted Franchisee a hcense (the "License") to use the service mark and trade names "Daphne's", 
"Daphne's Califonua Greek" and other related trademarks, service marks, logos and commercial symbols (the 
"Daphne's Marks") and the "Daphne's System" (the "System") m connection with the operation of a Daphne's 
Restaurant (the "Restaurant") located at(the "Franchised Location")

B Franchisee desues to enter mto a

C This Release Agreement has been requested at a juncture in the relationship of the parties where 
Franchisor is considenng either a change or an expansion of the relationship between the parties and/or their 
affiliates Franchisor is unwillmg to make the anticipated change or expansion m the relahonship of the parties 
unless it IS certam that it is proceedmg with a "clean slate" and that there are no outstandmg grievances or 
Claims agamst it Releasmg Parties, therefore, give this Release Agreement as consideration for receivmg the 
agreement of Franchisor to an anticipated change or expansion of the relationship between the parties 
Releasmg Parties acknowledge that this Release Agreement is mtended to wipe the slate clean

NOW, THEREFORE, IT IS AGREED

1 DEFINITIONS As used m this Release Agreement, the followmg capitalized terms have the meanmgs 
ascribed to them

1 1 "Claims" means all actual and alleged claims, demands. Losses, charges, agreements (whether 
written or oral), covenants, responsibilihes, warranties, obligations, contracts (whether oral or written), debts, 
violations, suits, counterclaims, cross claims, third party claims, accounts, liabilities, costs, expenses (mcludmg 
attorneys' fees and court costs), rights to termmate and rescmd, rights of achon and causes of action of any kmd 
or nature, whatsoever, whether known or unknown, matured or unmatured, accrued or unaccrued, suspected 
or unsuspected, contmgent or non-contingent, Lquidated or unliquidated, choate or mchoate, and whether or 
not asserted, threatened, alleged, or litigated, at law, equity, or otherwise

1 2 "Constituents" means past, present and future affiliates, subsidiaries, divisions, partners, 
members, trustees, receivers, executors, representatives, admmistrators, owners, shareholders, distributors, 
parents, predecessors, ofhcers, directors, agents, managers, pnncipals, employees, msurers, successors, assigns, 
representatives and attorneys and the past, present and future officers, directors, agents, managers, principals, 
members, employees, msurers, successors, assigns, representatives and attorneys of each of the foregomg

1 3 "Excluded Matters" means Franchisor's conhnumg contractual obligations which arise or 
continue under and pursuant to the Franchise Agreement on and after the date of this Release Agreement
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] 4 "Franchisor Released Parties" means Franchisor, Mediterranean Cuisine Operating Co, LLC, a 
Delaware limited liability company, and each of their Constituents

1 5 "Losses" means all damages, debts, liabilihes, accounts, suits, awards, judgments, payments, 
diminutions ui value and other losses, costs and expenses, however suffered or characterized, all interest 
thereon, all costs and expenses of investigatmg any Claim, reference proceedmg, lawsuit or arbitration and any 
appeal therefrom, all actual attorneys' fees incurred in connection therewith, whether or not such Claim, 
reference proceedmg, lawsuit or arbitration is ultunately defeated and, all amounts paid mcident to any com­
promise or settlement of any such Claim, reference proceedmg, lawsuit or arbitration

2 GENERAL RELEASE AGREEMENT Releasmg Parties, for themselves and their Constituents, hereby 
release and forever discharge Franchisor Released Parties from any and aU Claims, whether known or 
unknown, based upon anything that has occurred or existed, or failed to occur or exist, from the begirmmg of 
time to the Effective Date, mcludmg, without limitation any and all Clauns which relate to the Franchise 
Agreement, the Restaurant, the System, the License, the Daphne's Marks, and the Franchised Locataon, or to any 
other agreement entered into pnor to the Effective Date between Franchisor Released Parties, on the one hand, 
and Releasmg Parties, on the other hand, except for the Excluded Matters and obligations under this Release 
Agreement This waiver, release and discharge is effective immediately m its fullest and most comprehensive 
sense

3 WAIVER OF SECTION 1542 OF THE CALIFORNIA CIVIL CODE

31 Sechon 1542 of the California Civil Code Releasmg Parhes, for themselves and their 
Constituents, acknowledge that they are famibar with Section 1542 of the Cahfomia Civil Code, which reads as 
follows

A GENERAL RELEASE DOES NOT EXTEND TO CLAIMS WHfOT-THAT 
THE CREDITOR OR RELEASING PARTY DOES NOT KNOW OR SUSPECT 
TO EXIST IN HIS OR HER FAVOR AT THE TIME OF EXECUTING THE 
RELEASE, WH ICH-ANDTHAT IF KNOWN BY HIM OR HER MUST-WOULD 
HAVE MATERIALLY AFFECTED HIS OR HER SETTLEMENT WITH THE 
DEBTOR OR RELEASED PARTY

3 2 Waiver With respect to those Claims bemg released pursuant to Section 2. Releasmg Parties, for 
themselves and their Constituents, acknowledge that they are releasmg unknown Claims and waive all rights 
they have or may have under Section 1542 of the California Civil Code or any other statute or common law 
pnnciple of similar effect For purposes of this Section 3. Releasmg Parties shall be considered to be creditors of 
the Franchisor Released Parties, and each of them

4 UNKNOWN CLAIMS Releasmg Parties acknowledge and agree that among the wide and 
comprehensive range of Claims bemg waived, released, and discharged by this Release Agreement, they are 
waivmg, releasmg, and dischargmg unknown and unsuspected Claims which, if known or suspected by 
Releasmg Parties to exist in their favor at the tune of executmg this Release Agreement, may have matenally 
affected Releasing Parties' decision to enter mto this Release Agreement It is understood by Releasmg Parties 
that, after the Effective Date, the facts under which this Release Agreement is entered mto may turn out to be 
other than or different from the facts Releasmg Parhes knew or beheved to be true on the Effective Date 
Releasmg Parties, therefore, expressly assume the risk of the facts tummg out to be so different and agree that 
this Release Agreement shall be m all respects fmal and effective and not subject to terminahon or resassion by 
any such difference in facts
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5 REPRESENTATIONS AND WARRANTIES Releasing Parties hereby represent and warrant that, in 
entering into this Release Agreement, Releasing Parties (i) are doing so freely and voluntarily, eitlier upon the 
advice of counsel and business advisors of Releasing Parties' own choosing, or without such advice because 
Releasing Parties, free from coercion, duress or fraud, declmed to obtam such advice, (ii) have read and fully 
understand the terms and scope of this Release Agreement, (iii) understand that this Release Agreement is final 
and conclusive, and intends to be final and conclusive, as to the matters set forth m this Release Agreement, and 
(iv) have not assigned, transferred, or conveyed to any third party all or any part of their interest, or any 
contingent mterest, in any of the Claims released by this Release Agreement now or in the future, and are aware 
of no third party who contends or claims otherwise, and shall not purport to assign, transfer, or convey any 
mterest m any such Claim after the Effective Date

6 COVENANTS NOT TO SUE Releasing Parties hereby irrevocably covenant that they will not, directly 
or mdirectly (i) commence, mitiate, or cause to be commenced or mitiated any proceedmg, claim, or demand of 
any kind against Franchisor Released Parties based upon any Clauns released under this Release Agreement, or 
(ii) assist or encourage any person or entity to mvestigate, mquire mto, commence, mitiate, or cause to be 
commenced or mitiated any proceedmg, claim, or demand of any kmd agamst Franchisor Released Parties 
based upon any Claims released under this Release Agreement

7 INDEMNITY Without m any way hmitmg any of the rights and remedies otherwise available to the 
Franchisor Released Parties, Releasmg Parties shall defend, mdemnify and hold harmless each Franchisor 
Released Party from and agamst all Claims whether or not mvolvmg third-party Claims, arismg directly or 
mdirectly from or m connection with (i) the assertion by or on behalf of Releasmg Parties or their Conshtuents 
of any Claim or other matter released pursuant to this Release Agreement, (ii) the assertion by any third party of 
any Claim or demand agamst any Franchisor Released Party which Claim or demand anses directly or 
mdu-ectly from, or m connection with, any Claims or other matters released pursuant to this Release Agreement, 
(lu) any breach of representations, warranties or covenants hereimder by Releasmg Parties or its Constituents, or 
(iv) the Franchise Agreement, the Restaurant, the Franchised Location, and/or any and all claims of creditors, 
customers, vendors, suppbers or mvitees of the Restaurant, or other third parties, for obbgahons mcurred 
and/or acts or omissions to act by Franchisee, both prior to and followmg the Effective Date

8 GENERAL PROVISIONS

8 1 Amendment This Release Agreement cannot be modified, altered or otherwise amended 
except by an agreement m writmg signed by all of the parties

8 2 Entire Agreement This Release Agreement, together with the agreements referenced m this 
Release Agreement, constitute the enhre understandmg between and among the parties with respect to the 
subject matter of this Release Agreement and supersedes any prior negotiations and agreements, oral or written, 
with respect to the subject matter of this Release Agreement The Recitals set forth m Paragraphs A through C of 
this Release Agreement are true and correct and are mcorporated mto this Release Agreement as part of this 
Release Agreement

8 3 Counterparts and Electronic Transmission. Electromc Signatures This Release Agreement 
may be executed m any number of counterparts, each of which shall be deemed to be an original and all of 
which together shall be deemed to be one and the same mstrument Copies of this Release Agreement with 
signatures that have been transmitted by email or by facsimile shall constitute and be deemed origmal copies of 
this Release Agreement for all purposes, provided that the copies are fully executed, dated and identical m form 
to the origmal hard copy version of this Release Agreement In addition, this Release Agreement may be signed 
electronically by the parties and electromc signatures appearmg on this Release Agreement shall be deemed to
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be the same as handwritten signatures for the purposes of the validity, enforceabihty and admissibihty of this 
Release Agreement

8 4 Heirs. Successors and Assigns This Release Agreement shaU be bmdmg upon and mure to the 
benefit of the parties and their respective heus, successors ^d permitted assigns In addition, each of Franchisor 
Released Parties that is not a party shall be a thu-d party beneficiary of this Release Agreement, with the nght to 
enforce this Release Agreement for his, her, or its benefit, whether actmg alone or m combination with any other 
Franchisor Released Party

8 5 Interpretation The rule that an agreement is to be construed against the party drafting the 
agreement is hereby waived by the parhes, and shall have no apphcabibty in construmg this Release Agreement 
or any of its terms The headmgs used in this Release Agreement are for purposes of convenience only and shall 
not be used m construing the provisions of this Release Agreement As used m this Release Agreement, the male 
gender shall mclude the female and neuter genders, the singular shall mclude the plural and the plural, the 
smgular

8 6 Severability and Validity Any provision of this Release Agreement which is prohibited, 
unenforceable or not authorized m any jurisdiction shall, as to such jurisdiction, be uieffechve to the extent of 
such prohibition, unenforceabihty or non-authorizahon without invalidatmg the remaming provisions of this 
Release Agreement or affectmg the vahdity, enforceabihty or legality of such provision m any other junsdiction

8 7 Governing Law and Venue This Release Agreement shall be mterpreted and construed under 
the laws of Cahfomia In the event of any conflict of law, the law of Cahfomia shah prevail, without regard to 
the apphcahon of Cahfomia conflict of law rules If, however, any provision of this Release Agreement would 
not be enforceable under the laws of Cahfomia, and if the Restaurant is located outside of Cahfomia and such 
provision would be enforceable under the laws of the state m which the Restaurant is located, then such 
provision shall be mterpreted and construed under the laws of that state Nothmg m this Sechon 8 7 is mtended 
by the parties to subject this Release Agreement to any franchise or sunilar law, rule, or regulation of the state of 
Cahfomia to which it would not otherwise be subject The parhes agree that any achon brought by either party 
agamst the other m any court, whether federal or state, shall be brought the m Superior Court of Califorma, 
County of Los Angeles, or the United States District Court for the Central District of Cahfomia, and the parties 
hereby waive all questions of personal jurisdiction or venue for the purpose of carrymg out this provision

8 8 Authority of Franchisor Franchisor represents and warrants that (i) Franchisor has the power 
and authority to enter mto this Release Agreement and to perform its obhgations under this Release Agreement 
without the approval or consent of any other person or entity, and (ii) tire mdividual who executes this Release 
Agreement on Franchisor's behalf is duly authorized to do so without the approval or consent of any other 
person or entity

8 9 Authority of Releasing Parties Releasmg Parties represent and warrant that (i) they have the 
power and authonty to enter mto this Release Agreement and to perform their obhgations under this Release 
Agreement without the approval or consent of any other person or entity, and (ii) the mdividuals who execute 
this Release Agreement on Releasmg Parties' behalves are duly authorized to do so without the approval or 
consent of any other person or entity

8 10 No Waiver No delay, waiver, omission, or forbearance on the part of any party to exercise any 
right, option, duty, or power ansmg out of any breach or default by any other party of any of the terms, 
provisions, or covenants of this Release Agreement, and no custom or practice by the parties at variance with

201% MCFC FDD 
GENERAL RELEASE



the terms of this Release Agreement, shall constitute a waiver by any party to enforce any such right, option, or 
power as against the other parties, or as to a subsequent breach or default by the other parties

8 11 Attorneys' Fees If any legal action is brought to enforce the terms of this Release Agreement, 
the prevailmg party shall be entitled to reasonable attorneys' fees and costs, and any and all costs of collection, 
m addition to any other rebef to which that party may be entitled

8 12 Further Acts The parties agree to execute, acknowledge and debver to any requesting party, 
and to procure the execution, acknowledgment and debvery to any requesting party, of any additional 
documents or mstruments which the requesting party may reasonably require to fully effectuate and carry out 
the provisions of this Release Agreement

IN WITNESS WHEREOF, the parties to this Release Agreement have executed this Release Agreement 
as of the Effective Date

FRANCHISOR FRANCHISEE

MEDITERRANEAN CUISINE FRANCHISING 
COMPANY, LLC,
A Delaware limited bability company

Michael Nakhleh, its President

By _
Name
Title

OWNER

, an mdividual

, an mdividual

\\bsl\ ipps\lhsmh\CD\182)S-o\l 
20198 MCFC TDD 
GENERAL RELEASE



MEDITERRANEAN CUISINE FRANCHISING COMPANY, EEC 
FRANCHISE DISCEOSURE DOCUMENT

EXHIBIT GH
STATE SPECIFIC ADDENDA



EXHIBIT H 

CALIFORNIA
ADDENDUM TO DISCLOSURE DOCUMENT 

The Disclosure Document is amended as follows

California Corporations Code, Section 31125 requires the franchisor to give the franchisee a disclosure 
document, approved by the Department Of Business Oversight, prior to a sohcitation of a proposed 
material modification of an existing franchise

THE CALIFORNIA FRANCHISE INVESTMENT LAW REQUIRES THAT A COPY OF ALL PROPOSED 
AGREEMENTS RELATING TO THE SALE OF THE FRANCHISE BE DELIVERED TOGETHER WFTH 
THE DISCLOSURE DOCUMENT

OUR WEBSITE HAS NOT BEEN REVIEWED OR APPROVED BY THE CALIFORNIA DEPARTMENT 
OF BUSINESS OVERSIGHT ANY COMPLAINTS CONCERNING THE CONTENTS OF THIS WEBSITE 
MAY BE DIRECTED TO THE CALIFORNIA DEPARTMENT OF BUSINESS OVERSIGHT AT 
WWW DBO CA GOV

THESE FRANCHISES HAVE BEEN REGISTERED UNDER THE FRANCHISE INVESTMENT LAW OF 
THE STATE OF CALIFORNIA SUCH REGISTRATION DOES NOT CONSTITUTE APPROVAL, 
RECOMMENDATION OR ENDORSEMENT BY THE COMMISSIONER OF BUSINESS OVERSIGHT 
NOR A FINDING BY THE COMMISSIONER THAT THE INFORMATION PROVIDED HEREIN IS 
TRUE, COMPLETE AND NOT MISLEADING

1 The followmg language is added to the end of Item 3 of the Disclosure Document

Neither we nor any person identified m Item 2, or an afhbate or franchise broker 
offering franchises under our principal trademark is subject to any currently 
effective order of any national securihes assoaation or national secunties 
exchange, as defined m the Secunties and Exchange Act of 1934, 15 U S C A 78a 
et seq. suspendmg or expelling such person from membership m such 
association or exchange

2 The followmg paragraphs are added at the end of Item 17 of the Disclosure Document

The Franchise Agreement requires franchisee to sign a general release of claims 
upon renewal or transfer of the Franchise Agreement California Corporations 
Code Section 31512 provides that any condihon, stipulahon or provision 
purportmg to bmd any person acquirmg a franchise to waive compliance with any 
provision of that law or any rule or order thereunder is void

California Busmess and Professions Code Sections 20000 through 20043 provide 
rights to the franchisee concemmg tenrunahon, transfer, or non-renewal of a

WPslVip 
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franchise If the Franchise Agreement contams a provision that is inconsistent 
with the law, the law will control

The Franchise Agreement provides for termmation upon bankruptcy This 
provision may not be enforceable under federal bankruptcy law (11 U S C A Sec 
101 et seq)

The Franchise Agreement contams 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 contains a bquidated damages clause Under 
Cabfomia Civil Code Section 1671, certam bquidated damages clauses are 
unenforceable

The Franchise Agreement reqmres mediataon The mediation will occur m Los 
Angeles, Cabfomia, with the costs being borne equally by Franchisor and 
Franchisee

ZOIgSMCrCFDD
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CALIFORNIA
ADDENDUM TO FRANCHISE AGREEMENT 

THIS ADDENDUM TO FRANCHISE AGREEMENT (this "Addendum") dated IS

intended to be a part of, and by this reference is incorporated into that certain Franchise Agreement (the 
"Franchise Agreement") dated , by and between MEDITERRANEAN CUISINE 
FRANCHISING COMPANY, LLC, a Delaware limited babibty company, as franchisor ("Franchisor"), and

, as franchisee ("Franchisee") Where and to the extent that any of the 
provisions of this Addendum are contrary to, in conflict with or inconsistent with any provision contamed 
m the Franchise Agreement, the provisions contained in this Addendum shall control Defined terms 
contamed m the Franchise Agreement shall have the identical meanmgs m this Addendum

For the purposes of Cal Bus & Prof Code Section 20022, Franchisor and Franchisee agree that

a Franchisor and Franchisee will use the declmmg-balance depreciation method to 
calculate the value of Franchisee's assets (mventory, suppbes, eqmpment, fixtures, and 
fumishmgs) for the purposes of a purchase by Franchisor under Section 20022 The purchase 
price by us for these assets wiU not mclude the cost of removal and transportation of those assets, 
which will be Franchisee's responsibibty

b For the purposes of Section 20022, Franchisee is not able to provide Franchisor with 
"clear title and possession" to Franchisee's Assets if those Assets are subject to bens or 
encumbrances mcluding (i) purchase money security interests, (ii) blanket secunty mterests, (iii) 
rights of first refusal, (iv) bens by Franchisee's landlord, or (v) tax bens

c For the purposes of Section 20022(h), Franchisor's right of offset will mclude the 
followmg amoimts owed by Franchisee to Franchisor or Franchisor's Affibates (i) Royalty Fees, 
(ii) Marketmg Fund Fees, (lu) bquidated damages, (iv) Transfer Fees, and (v) any other type of fee 
owed by Franchisee to Franchisor or Franchisor's Affibates

For the purposes of Cal Bus & Prof Code Section 20035, Franchisor and Franchisee agree that

a "Fair market value of the franchise assets" means the value of Franchisee's Assets, 
valued according to the declmmg-balance method of depreciation The purchase pnce by 
Franchisor for the Assets will not mclude the cost of removal and transportahon of those assets, 
which will be Franchisee's responsibibty

b "Fair market value of the franchised business" means the "fair market value of the 
franchise assets" as defined above, plus goodwill The parties agree that the value of goodwill is 
the amount of Royalty Fees paid by Franchisee to Franchisor withm the twelve (12) month period 
immediately before Franchisor's termmahon or failure to renew if Franchisor is m violation of the 
Cabfomia Franchise Relations Act
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IN WITNESS WHEREOF, each of the undersigned hereby acknowledges having read this 
Addendum, and understands and consents to be bound by all of its terms

FRANCHISOR

MEDITERRANEAN CUISINE FRANCHISING 
COMPANY, LLC,
A Delaware limited hability company

Michael Nakhleh its President

FRANCHISEE

(IF FRANCHISEE IS A CORPORATION, 
LIMITED LIABILITY COMPANY, OR 
PARTNERSHIP)

[Print Name of Area Developer Entity]

Name
Title

OR

(IF FRANCHISEE IS AN INDIVIDUAL)

Prmt Name

Signature

Prmt Name

Signature
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MEDITERRANEAN CUISINE FRANCHISING COMPANY, LLC

The—undersigned desires to-a-rtei—iiito- a Franchise Agreement with MEDITERRANEAN- CUISINE 
FRANCHISING COMPANY, LLC, a DejiiW'are limited habddj'-company ("Franchisor") Fianchisor requires 
Franchisee to-eemplete this QttesbonniMre-in order to enable Franchiser -to cenfirm that Franchtsor mid its 
employees arid loprcsentatives have fully-comp lied with aH-applicahje-franclnse-registration nnd disclosure 
laws

i------Full name ofTranchisee-

Franehrsed Locahon

3----- Franchisee is-(€!hcclc applicable box)

--------- [ ] An individual

---------- [ I Aeorporation

---------- [ IA general-paj-tnership

---------- [ ] A limited partnei ship

---------- f ] A limited liability company
-As you know, MEDITERRANEAN CUISINE FRANCHISING COMPANY. LLC ("Franchisor"! and you 
("you" 01 "Franchise Applicant"! are preparing to enter mto a Franchise Agreement for the establishment and 
operation of a ’Daphne's" franchised restaurant The purpose of tins Certificate is to determine whether any 
statements or promises were made to you that the Franchisor has not authorized and that may be untrue, 
inaccurate, or misleading Franchisor, through the use of this document, desires to ascertam (at that the 
undersigned, individually and as a representative of any legal entity established to acquire the franchise rights, 
fully understands and comprehends that the purchase of a franchise is a business decision, complete with its 
associated risks, and fbf tliat you are not rel\ang upon any oral statement, representations, promises or 
assurances during the negotiations for the purchase of the franchise which have not been authorized by 
Franchisor

If you are intending to purchase an existing Daphne's franchised restaurant from an existing Franchisee, you 
may have received information from the transferring Frandnsee. who are not employees or representatives of 
the Franchisor Hie questions below do not apply to any communications that you had usth the transferring 
Franchisee Please review each of the following questions and statements carefully and provide honest and 
complete responses to each
\\r5l\ipp5\lhsmli\CD\182l8.6\1518920doLX
SXIlfi-UCI-C

J L* 1 < 1 Wi

2(119 PAPi INfZS FDD 
COM PLIANCE CERTIFICATE



Ai e you seeking to enter
4-—If Fianchiseo is otlior than an individual, indicate tlio capacity in which the undoisigned ig aiithorhzcd 

to act on belialf of Fianchisco (Qaock-applicable box)

---------- [ I Officer (insert titled — ■ - - -

[ ] Concial Pai tHer-

[ I Other (please explain).

i= Dtd Franchibco -feeeive a Franchise-DisclosuFeDecutncn-t-ffOR^ Fianchtser? [ ] Yog [) No 

4=—On what date \A^s-theFfanch45e-Disc]osiire Document ieeeived;-ajTd by-whom?

-------Recipient ----

Date-
-7---- Below, please md^oate-the cerR-faets--pi oposod to bo executed by Pfanchisee in-eonnection wth

ejteeoPon of the Franchise Agicement (the "Agreements") and the date that the final form of each of-the
Agreoments -was-delivered to Franchisee

-AgreemenF- -Dato Rocoived

Franchise Agreement-------------
Aroa-De\>elopment Agreement

-H-
-H-

Asset Purchase Agreement

Name of salesperson(s) handling this sale for Franchisor-

P-—Were any oral or-writtar statcmeite made to Franchisee by Franchisor, the salcGperson(s) listed abe\*e; 
or any other roprcGontatw‘€S of Franchisoi eonccinmg the actual sales, profits or oamings of any franchised oi 
company owTied iinit(s)7-ot potential-sales, profito-or eainings that could be anticipated at any location?—|—f 
¥es |-| No-

tf-yes, please explain in detail (attach additional sheet if necessary) and if none,-write "none^
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W-—Did Franchisee carefully rev'iovv and understand the Franchise Disclosiue ■Document and 
Fianchise Agiocmont,-as applicablc, and the othci Agicomonts? [ 1 Yos | ] No

please explaiH-

a----Did-Franchiseo ask Franchisor any questions concci rung-the Frajic-hisG Diaetosuio Documont or
AgreemeFrt5-that-woro not satisfactorily answered^ [ ]Yes[ ] No

tf-yos, please explain

-4=3^------Did the Galosper-son(s) listed above, or any other employee or rcproscntativ'c of Franchisor, make any
statement to Franchisee which is inconsistent with the information described in the Franchise Disclosuio 
Document^------- [ ] Yesf-] No

If yes, please explain

—Did any employee or other-peison on-Fianehisor's bdialf make-any statement oi promise about 
Franchisor-s affiliated eompanics other than the mfonnation contained in the Franchise Dtsclosuro Document^

l-R^ f ]No

44=—Did Franchisee contact othef-franchiseos-of Franchisor- to discus 
the FranchiserAffleement? | | Yes [ [No

-Franchisee's possible execution of

\\F5l\apps\lhsmh\CD\18218-6\1518920 doex
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4i=—If your answer to question 14 was yos, please identify those franchisees (attach shoots if
neccssory)

44=—Did rranchisco employ an attorney to rondor ad vice-to Franchisee concerning the execution of the 
FiMichiso Agi-eemcnt^- [ j Yos [-j-No

-------If yes, ploaso msoft the name address mid telephone number of such attorney

17 Did Franchisee-eensult wtli-an accountant or other financial adwsor in connection with the execution 
of the Franchise Agreement? | H^es-| J Ne-

-------If yos, please insert the name address and tolophono m>mber of-sueh accountant or fmancial advisor

---------- [ 1 Accountant- — — - ---- -------------

---------- [ ] Other (ploaso doscribol - -- ---- - - — - — ■

44----Has-Franchisoe7 diroctly-er thiough-ono or more affihcrted-busmess entities; picviousIyowTiod-and/or
operated a business similai to a Daphne's^e&taurant [ ] Yes | | No, if how^Tiai^', H»here-and-fer-how
long'^ - ----

—Hasfi-anchiqoc, diiectly-er-through onc-or more affiliated businoso entities, prcviousl)--owncd-aBd/er
opeiated a Daphne's Restaurant I ] Yes | f-NIp>-tf "yes", foi how4ong?_

1 20 If Franchisee has checked "yes" te-q-uestion 19. Franchisee loprosents and agrees that Franchisee is
ontermg into the Franchise Agreement based on Franchisee's own Icnowlodgo of.-and cxporicnco with along 
with a purchase or transfer of an existing Daphne's franchised restaurant from an existing Franchisee^

No

1 had my first face-to-face meehng with a Frandusor representative on Idatel

3______Have you received and personally reviewed the Francluse Agieement and each Addendum and
related agieemait attached to iH

Yes_____No

4._____Do you understand all of the information contained in the Franchise Agreement, each Addendum and
related agreement provided to you?

Yes_____No
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If No, what parts of the Franchise Agreement. Addendum, and/or related agreement do you not understand'^ 
(Attach additional pages, if necessary 1

5.____ Have you received and personally reviewed Franchisor's Francliise Disclosure Document ("FDD"f?

Yes_____No ____

6. Svstein. and^wt m rchaiicc upon any statements or Did you sign a receipt for the FDD indicating the 
date you received

Yes No

7______Do you understand all ot the information contained in the FDD and any state-specific Addendum to
the FDD?

Yes___ No ___

ff No. what parts of the FDD and/or Addendum do you not understand^ (Attach additional pages, if 
necessary)

Have you discussed the benefits and risks of establishing and operating a frandnsed
restaurant with an attorney, accountant, or other professional advisor?

No

If Na do vou wish to have inoie tune to do so?

No

9._____Do you understand that the success or failure of your Daphne's franchised restaurant will depend in
large part upon your skills and abilities, competition from other businesses, interest rates, inflahon, labor and 
supply costs, lease tenns and othei economic and business factors?

Yes_____ No

10. Has any employee or other person speaking on our behalf made orpiovided. or allegodany statement 
or promise concerning the revenues, piofits or operahng costs ot a Daphne's franchised restaurant that is 
contrary to the infonnation contained in the FDD?

Yes____ No
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n ■ have boon- Has anv employee or other person speaking on our behalf made any statement or promise 
legarding the amount of money you may earn in operating a Daphne's franchised lestaurant that is contrai v 
to the infonnation contained in the FDD?

Yes_______No

12. Has any employee or other person speaking on our behalf made any statement or promise concerning 
the total amount of revenue tlie Daphne's franchised restaurant will or may generate that is contrary to the 
information contained in the FDD'^

Yes____ No

13 Has any employee oi other person speakmg on our behalf made any statement or promise regarding 
the costs you will or may incur in operating the Daphne's franchised lestaurant that is contrary to the 
information contained in the FDD?

Yes No

14. Has any employee or other person speaking on our behalf made any statement or promise concerning 
the likelihood of success that you should or might expect to achieve from operating a Daphne's franclaised 
restauranf^

Yes No

15. Has any employee or other person speaking on our behalf made any statement, promise, or agreement 
concerning the advertising, marketang. traming. support, service, or assistance that we will furnish to you that 
IS contrary to the infonnation contained in the FDD?

Yes_______No

16 Have you entered into any binding agreement with us concerning the purchase of this fianchise prior 
to todays

Yes______ No_____

17 Have you paid any money to us concerning the purchase of this franchise piior to today’^

Yes____ No

18. Have you spoken to any other franchiseets! of this system before deciding to purchase this franchise? 
If so^ who^
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19. Do you understand that the Franchisor may modify the Iranchise program throughout the term of 
your agieements?

Yes No

2Q.or provided,If you have answered "Yes" to any one of questions 10-17, please provide a full 
explanation of each "ves answer in the following blank lines (Attach additional pages, if necessary, and refer 
to them below 1

1 (Wei signed the Franchise Agreement and Addenda (if anyl on IDATE1. and
acknowledge that no Agreement or Addendiun is effective until signed and dated by tlie Franchisor 
Please understand that your responses to tliese questions are important to us and that we will rely on them

By signing this Certificate, you are representing that you have responded truthfully to the above questions In 
addition, by signing this Certificate, you also acknowledge that

A_____ You recognize and understand that business risks, which exist along with the purchase of any
business, make the success or failure of the franchise subject to many variables, including among other things, 
your skills and abilihes, the hours worked by Franchisor oryou, competition, interest lates, the economy, 
inflation, franchise location, operation costs, lease terms and costs and the marketplace You acknowledge 
your awareness of and willingness to undertake these business risks

B_____ You agree and state that the decision to enter into this business iisk is in no manner predicated upon
any oial representation, assurances, warranties, guarantees or promises made by Franchisor oi any of its 
affiliates, or-any-of its or their officers, directors, agents, employees or agents (including any brokerl as to the 
likehhood of success of the franchise Except as contained in die FDD, you acknowledge that you have not 
received any information from the Franchisor or any of its officers, employees or agents (including any brokerl 
concerning actual, projected or forecasted franchise sales, profits or earnings If you believe that you have 
received any information concerning actual, average, projected or forecasted franchise sales, profits or 
earnings other than those contained in the Disclosure Document, please describe those in the space provided 
below or write "None"

C_____ You also acknowledge that the President of the United States of America has issued Executive Order
13224 (the "Executive Order"! prohibiting transactions with terrorists and terrorist organizations and tliat the 
United States government has adopted, and in the future may adopt, other antiterronsm measures fthe "Anti- 
Terronsm Measures"! Tlie Franchisor therefore requires certain certifications tliat the parties with whom it 
deals are not diiectly involved in terrorism For that reason, you certify that neither you noi any of your 
employees, agents or representatives, nor any other peison or entity associated with you, is
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(i)a person or entity listed in tlie Annex to the Executive Order,
(lO a person or entity otherwise determined by the Executive Order to have committed acts of 

terrorism or to pose a significant risk of committing acts of terrorism.
(in’) a person or entity who assists, sponsors, or supports terrorists or acts of terrorism, or 
(iv) owned or controlled by terrorists or sponsois ot teironsm

You also covenant that neither you nor any of your employees, agents or representatives, nor any other person 
or entity associated with you vsnll, during the term of the Fi anchise Agreement, wnll become a person or entity 
described above or otherwise become a target of any Anti-Terronsm Measure

--------------------------------------AGREED— -
Fianchiseo's Imhals

PranchiseeFranchise Applicant understands that Franchisor is acting m rebance on the truthfubiess and 
completeness of Franchiseo'sErandiise Applicant's responses to the questions above in entering into the 
Franchise Agreement with Franchisee—FRANCHlSEEFranchise Applicant FRANCHISE APPLICANT 
ACKNOWLEDGES AND AGREES THAT IN THE EVENT THAT ANY DISPUTE ARISES, THIS 
OUESTIQNNAIRECERTLFICATE SHALL BE ADMISSIBLE AS EVIDENCE IN ANY LEGAL ACTION, AND 
FRANCHISEEFRANCHISE APPLICANT HEREBY WAIVES, TO THE FULLEST EXTENT PERMISSIBLE 
UNDER THE LAW, ANY OBJECTION TO SUCH ADMISSION OF THIS OUESTIONNAIRECERTIFICATE

FRANCHISEE FRANCHISEE

Name
Date

Name
Date

FRANCHISEE

Name
Date

(IF FRANCHISEE IS A CORPORATION, 
LIMITED LIABILITY COMPANY, OR 
PARTNERSHIP)

FRANCHISEE

By__________
Name _______
Date ________

[Print Name of Entity]

By .
Name 
Title _ 
Date
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INDEPENDENT AUDITOR'S REPORT

To the Managing Members of 
Mediterranean Cuisine Franchising Company LLC

We have audited the accompanying financial statements of Mediterranean Cuisine Franchising 
Company LLC (the Company) which comprise the balance sheets as of December 31, 2018 and 
for the period from inception September 28, 2017 to December 31, 2017, and the related 
statement of income, members' equity and cash flows for the year and period then ended, and 
the related notes to the financial statements

Management's Responsibility for the Financial Statements

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

Auditor's Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits 
We conducted our audits m accordance with auditing standards generally accepted in the United 
States of America Those standards require that we plan and perform the audits to obtain 
reasonable assurance about whether the financial statements are free from material 
misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements The procedures selected depend on the auditor's 
judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error In making those risk assessments, the auditor 
considers internal control relevant to the entity's preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
entity's internal control Accordingly, we express no such opinion An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of 
the financial statements

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinion
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Opinion

In our opinion, the balance sheets referred to above present fairly, in all material respects, the 
financial position of Mediterranean Cuisine Franchising Company LLC as of December 31, 2018 
and 2017, and the results of its operations and its cash flows for the year and period then ended 
in accordance with accounting principles generally accepted in the United States of America

Change in Accounting Principle

As discussed in Note 1 of the financial statements, the Company has changed its method of 
accounting for revenue in 2018 due to the adoption of Accounting Standards Codification Topic 
606, Revenue from Contracts with Customers

Fountain Valley, California 
April 19, 2019
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MEDITERRANEAN CUISINE FRANCHISING COMPANY LLC 
Balance Sheets
December 31/ 2018 and 2017 _____ ______ ____

2018 2017
ASSETS

Current assets*

Cash

Other receivable

$ 77,932

22,500

$ 75,000

Total current assets 100,432 75,000

TOTAL ASSETS $ 100,432 $ 75,000

LIABILITIES AND MEMBER'S EQUITY

Current liabilities:

Accrued expenses $ 4,727 $

Total current liabilities 4,727 -

Long-term liabilities:

Deferred revenue 28,250

Total long-term liabilities 28,250 -

TOTAL LIABILITIES 32,977 _

MEMBER'S EQUITY 67,455 75,000

TOTAL LIABILITIES AND MEMBER'S EQUITY $ 100,432 $ 75,000

See accompanying notes to financial statements Page 3



MEDITERRANEAN CUISINE FRANCHISING COMPANY LLC 
Statements of Income
For the Year Ended December 31, 2018 and For the Period from 
September 28, 2017 (Inception) to December 31, 2017

2018 2017

REVENUES

Franchise fees $ 1,750 $ -

Royalties 151,495 -

153,245 -

Operating expenses:

Advertising 7,000 -

Legal and professional fees 3,927 -

Bank charges 190 -

Total operating expenses 11,117 _

Income from operations 142,128

Other income (expense)

Other income 105,913 -

Income before taxes 248,041 -

Provision for Income taxes 800 -

NET INCOME $ 247,241 $

See accompanying notes to financial statements Page 4



MEDITERRANEAN CUISINE FRANCHISING COMPANY LLC 
Statements of Changes in Member's Equity 
For the Year Ended December 31, 2018 and For the Period from 
September 28^ 2017 (Inception) to December 31, 2017

2018 2017

Members' equity, beginning of year $ 75,000 $

Contributions 20,000 75,000

Distributions (274,786) -

Net income 247,241 -

Members' equity, end of year $ 67,455 $ 75,000

See accompanying notes to financial statements Page 5



MEDITERRANEAN CUISINE FRANCHISING COMPANY LLC 
Statements of Cash Flows
For the Year Ended December 31, 2018 and For the Period from 
September 28, 2017 (Inception) to December 31, 2017

2018 2017

CASH FLOWS FROM OPERATING ACTIVITIES

Net income
Adjustments to reconcile net income to 

net cash provided by (used for) operations 
Increase in other receivable 
Increase in accrued expenses 
Increase in deferred revenue

Net cash provided (used) by operating activities

$ 247,241

(22,500)
4,727

28,250

257,718

CASH FLOWS FROM FINANCING ACTIVITIES

Capital contributions 

Member distribution

Net cash provided by financing activities

20,000
(274,786)

(254,786)

75,000

75,000

NET INCREASE IN CASH

CASH - beginning

CASH - ending

SUPPLEMENTAL INFORMATION
Cash paid for interest

Cash paid for taxes
$

2,932

75,000

$

75,000

$ 77,932 $ 75,000

See accompanying notes to finanaal statements Page 6



IwiiDITE^^I^iAiyi CUmmE FUANCHISSN® CONPi^i^Y LL€
NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2018 and For the Period from 

September 28, 2017 (Inception) to December 31, 2017

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The summary of significant accounting policies of Mediterranean Cuisine Franchising Company 
LLC (the Company) is presented to assist in the understanding of the Company's financial 
statements The financial statements and notes are representations of the Company's 
management, who is responsible for their integrity and objectivity

History and organization - Mediterranean Cuisine Franchising Company LLC (MCFCL) was 
organized in Delaware on September 28, 2018 and maintains its corporate office in La Canada, 
California The Company was organized for the purpose of franchising authentic Mediterranean 
cuisine under the name "daphne s"

MCFCL IS a business whose planned principal operations is to operate and sell franchises The 
Company is currently developing marketing strategies to sell franchises and penetrate U S 
market with its unique operational techniques, service concepts, and proprietary information

As of December 31, 2018, MCFCL's had franchised, licensed and operated 11 MCFCL's restaurant 
in California During 2018, the Company and its franchisees opened 1 new restaurant

The Company's activities are subject to significant risks and uncertainties, including (1) the 
inability to achieve the Company's planned objective and fail in opening and maintaining new 
franchises and (2) failing to secure additional funding to operationalize the Company's franchise 
concept

Franchise operations are regulated by the Federal Trade Commission (FTC) and various state 
laws regulating the offer and sale of franchises The FTC's franchise rule and various state laws 
require that the Company furnish a franchise disclosure document ("FDD") containing certain 
information to prospective franchisees The Company must also complete franchise registration, 
pursuant to state law, in those states where franchises are planned to be sold The Company is 
currently going through the registration process

Basis of accounting - The accompanying financial statements have been prepared using the 
accrual method of accounting in conformity with accounting principles generally accepted in the 
United States of America (U S GAAP)

Cash and cash equivalents - For purposes of reporting cash flows, cash includes amounts on 
hand and amounts on deposit at financial institutions The Company defines cash equivalents as 
short-term, liquid investments with initial maturity of three months or less Renewals are 
generally renewed at the same term The Company had no cash equivalents as of December 
31, 2018
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cuismE EmAHmmmQ cqmpamy llcNOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2018 and For the Period from 

September 28, 2017 (Inception) to December 31, 2017 ______

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES f CONTINUED^

Use of estimates - Management uses estimates and assumptions in preparing these financial 
statements in accordance with generally accepted accounting principles in the United States of 
America Those estimates and assumptions affect the reported amounts of assets and liabilities, 
and the reported revenues and expenses during the reporting period Actual results could vary 
from the estimates that were used

Other receivable - The Company advanced funds to unrelated party to build out a unit The 
advances are unsecured, non-interest bearing and payable on demand At December 31, 2018 
and 2017, other receivable totaled $22,500 and $-0, respectively

Advertising costs - The Company has the policy of expensing advertising costs as incurred 
Advertising costs charged to expenses were $7,000 and $-0 in 2018 and 2017, respectively

Income taxes - The Company has elected to be treated as a Partnership for federal and state 
income tax purposes The Company's taxable income or losses, as well as certain other tax 
attributes, are passed through directly to the Company's members and are reported in each 
member's individual income tax return Consequently, the financial statements do not include 
any provision for federal or state income tax expense

California Limited Liabilities Companies (LLC's) that are classified as partnerships are subject to 
a $800 tax for the privilege of doing business in the State In addition to the annual tax, 
California imposes an annual fee based on total income from all sources that is reportable to 
State

For the years ended December 31, 2018 and 2017, state income tax expense consists of 
California annual tax of $800

The Company's income tax filings are subject to examination by the appropriate tax 
jurisdictions As of December 31, 2018 and 2017, the Company's federal and states tax returns 
generally remain open for the last three years

As of December 31, 2018, the Company had no uncertain tax positions that qualify for either 
recognition or disclosure in the financial statements The Company recognizes interest accrued 
related to unrecognized tax benefits in interest expense and penalties in operating expenses 
During the years ended December 31, 2018 and 2017, no interest or penalties were incurred

Page 8



mmiJEmMmEA^ cumim wRmmmmQ conpmY llcNOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2018 and For the Period from 

September 28, 2017 (Inception) to December 31, 2017 ______ ____

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES fCONTINUED)

Recently Adopted Accounting Pronouncements

Financial Accounting Standards Board (FASB) issued ASU-2014-09, Revenue from Contracts 
with Customers (Topic 606), which provides guidance for revenue recognition that supersedes 
existing revenue recognition guidance The ASU's core principle is that an entity will recognize 
revenue when it transfers promised goods or services to customers in an amount that reflects 
the consideration to which the entity expects to be entitled in exchange for those goods or 
services The ASU also requires more detailed disclosures to enable users of financial 
statements to understand the nature, amount, timing and uncertainty of revenue and cash flows 
arising from contracts with customers The Company adopted ASU 2014-09, using the modified 
retrospective method by recognizing the cumulative effect of initially applying Topic 606 as an 
adjustment to the opening balance of equity at December 31, 2018 The adoption of these 
standards did not have an impact on the Company's recognition of revenue in 2017 There were 
no franchise agreement signed in 2017, thus, no adjustment necessary to the opening balance 
of equity at December 31, 2018

Changes in Accounting Policies

Except for the changes below, the Company has consistently applied the accounting policies to 
all the years presented in the financial statements

Revenue recognition

The following is a description of the principal sources of revenues for the Company's franchising 
segment The Company's performance obligations under franchise agreements consist of (i) a 
franchise license, including a license to use our brands, (ii) initial services, such as pre-opening 
training and marketing support, and (in) ongoing services, such as marketing services and 
operational support These performance obligations are highly interrelated so we do not 
consider them to be individually distinct and therefore account for them under ASC 606 as a 
single performance obligation, which is satisfied by providing a right to use our intellectual 
property over the estimated life of the franchise

• Franchise fees - The Company collects initial franchise fees when franchise agreements 
are signed The Company recognizes franchise fee revenue over the estimated life of the 
franchise, beginning with the opening of the franchise, which is when the Company has 
performed substantially all initial services required by the franchise agreement and the 
franchisee benefits from the rights afforded by the franchise agreement The Company 
had deferred franchise fee revenue of $28,250 and $-0 at December 31, 2018 and 2017, 
respectively

• Royalties - The franchise agreements require the payment of royalties that are based 
on a percentage of franchisee sales The Company recognizes royalties as revenue when 
earned The Company recognized $151,495 and $-0 at December 31, 2018 and 2017, 
respectively
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mmummMEAU cummE Eummmim llcNOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2018 and For the Period from 

September 28, 2017 (Inception) to December 31, 2017

NOTE 2 - FAIR VALUE OF FINANCIAL INSTRUMENTS

Substantially all of the Company's current assets and liabilities are considered financial 
instruments These assets and liabilities are reflected at fair value, or at carrying value that 
approximate fair value because of the short term nature of the instrument The recorded value 
of these financial instruments approximated fair value at December 31, 2018 and 2017

NOTE 3 - FRANCHISING

In general, the Company's franchise agreements provide for a franchise fee for each opened 
franchised location Franchisees pay continuing royalty fees of up to 5%, which are based on 
gross sales from the franchised restaurant Royalty revenue from franchisees is recognized 
weekly

Franchise agreements are for a 10-year term, with subsequent additional two consecutive 5 
year renewals available subject to approval and payment of renewal fee of $5,000 A franchisee 
may generally renew its agreement upon expiration The Company recognizes renewal fees in 
income on a straight-line basis over the life of the franchise agreement when a renewal 
agreement becomes effective

Initial franchise fees, which may be up to $30,000 are generally recognized over the estimated 
life of the franchise Services provided by the Company include assistance to establish and 
operate the franchised business, training, and implementation of a uniform system which has 
high standards of services, and quality control system

NOTE 4 - LITIGATION

In the normal course of business, the Company is subject to various complaints, legal 
proceedings, claims and litigations Defending lawsuits requires significant management 
attention and financial resources and the outcome of any litigation is inherently uncertain As 
with all litigations, the Company is vigorously defending these actions and, as a matter of 
course, are prepared to litigate these matters to judgment, as well as to evaluate and consider 
all reasonable settlement and opportunities The Company assesses contingencies related to 
litigation and/or other matters to determine the degree of probability and range of possible loss 
It IS in the opinion of the management and Company's counsel that there are no unasserted 
possible claims or assessments pending against the Company Thus, there were no accruals on 
legal settlements
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gwiEPITiil^g^iA8\l CUISI8S9E CQ^PAm LLC
NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2018 and For the Period from 

September 28, 2017 (Inception) to December 31, 2017 ______

NOTE 5 - SUBSEQUENT EVENTS

In March 8, 2019, the Company filed a Complaint for trademark and trade dress infringement 
and specific performance in U S District Court, Central District of California, No 2 19-CV-01288 
FMO (KSX) relating to a terminated franchise

Date of management review - The Company has evaluated subsequent events through April 
19, 2019, the date of which the financial statements were available to be issued Through that 
date, management has determined that the Company did not have any material recognizable or 
non-recognizable subsequent events
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SCHILO&CQ,INC.
CERTIFIEDPUBLIBACCOUNTANTS

lM26BtockhurstSt Ste205 Fountain Valley CA 92708-(7»)587 2477Phone-(714)587 2476Fa*

INDEPENDENT AUDITOR'S REPORT

To the Managing Members of 
Mediterranean Cuisine Franchising Company LLC

We have audited the accompanying balance sheet of Mediterranean Cuisine Franchising 
Company LLC (the Company) as of December 31, 2017 and for the period from inception 
September 28, 2017 to December 31, 2017 and the related notes to the financial statements

Management's Responsibility for the Financial Statements

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

Auditor's Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits 
We conducted our audits in accordance with auditing standards generally accepted in the United 
States of America Those standards require that we plan and perform the audits to obtain 
reasonable assurance about whether the financial statements are free from material 
misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements The procedures selected depend on the auditor's 
judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error In making those risk assessments, the auditor 
considers internal control relevant to the entity's preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
entity's internal control Accordingly, we express no such opinion An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of 
the financial statements

We believe that the audit evidence is sufficient and appropriate to provide a basis for our audit 
opinion
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Opinion

In our opinion, the balance sheet referred to above presents fairly, in all material respects, the 
financial position of Mediterranean Cuisine Franchising Company LLC as of December 31, 2017, 
in accordance with accounting principles generally accepted in the United States of America

Fountain Valley, California 
April 3, 2018
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MEDITERRANEAN CUISINE FRANCHISING COMPANY LLC 
Balance Sheet 
December 31, 2017

ASSETS

Current Assets

See accompanying notes to finanaal statements

Cash $ 75,000

Total Current Assets 75,000

TOTAL ASSETS $ 75,000

LIABILITIES AND MEMBER'S EQUITY

Current liabilities $ _
Total Current Liabilities -

MEMBER'S EQUITY 75,000

TOTAL LIABILITIES AND MEMBER'S EQUITY $ 75,000
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IwiEDSTi^BIASyiiAB^ CUSSIl^ii FRAMCmSmB CQMPmY WC
NOTES TO FINANCIAL STATEMENTS
For the Period from September 28, 2017 (Inception) to December 31, 2017

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The summary of significant accounting policies of Mediterranean Cuisine Franchising Company 
LLC (the Company) is presented to assist in the understanding of the Company's financial 
statements The financial statements and notes are representations of the Company's 
management, who is responsible for their integrity and objectivity

History and organization - Mediterranean Cuisine Franchising Company LLC was organized in 
Delaware on September 28, 2017 and maintains its corporate office in La Canada, California 
The Company was organized for the purpose of franchising authentic Mediterranean cuisine

Mediterranean Cuisine Franchising Company LLC is a business whose planned principal 
operations is to operate and sell franchises The Company is currently developing marketing 
strategies to sell franchises and penetrate U S market with its unique operational techniques, 
service concepts, and proprietary information

The Company's activities are subject to significant risks and uncertainties, including (1) the 
inability to achieve the Company's planned objective and fail in opening and maintaining new 
franchises and (2) failing to secure additional funding to operationalize the Company's franchise 
concept

Franchise operations are regulated by the Federal Trade Commission (FTC) and various state 
laws regulating the offer and sale of franchises The FTC's franchise rule and various state laws 
require that the Company furnish a franchise disclosure document ("FDD") containing certain 
information to prospective franchisees The Company must also complete franchise registration, 
pursuant to state law, in those states where franchises are planned to be sold The Company is 
currently going through the registration process

Basis of accounting - The accompanying financial statements have been prepared using the 
accrual method of accounting in conformity with accounting principles generally accepted in the 
United States of America (U S GAAP)

Cash and cash equivalents - For purposes of reporting cash flows, cash includes amounts on 
hand and amounts on deposit at financial institutions The Company defines cash equivalents as 
short-term, liquid investments with initial maturity of three months or less Renewals are 
generally renewed at the same term The Company had no cash equivalents as of December 
31, 2017
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SWIEDSTEBIglAi^iAS^ CUESSi^i fUmCHmmQ COMPANY LLC
NOTES TO FINANCIAL STATEMENTS
For the Period from September 28, 2017 (Inception) to December 31, 2017

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES fCONTlNUED^

Use of estimates - Management uses estimates and assumptions in preparing these financial 
statements in accordance with generally accepted accounting principles in the United States of 
America Those estimates and assumptions affect the reported amounts of assets and liabilities, 
and the reported revenues and expenses during the reporting period Actual results could vary 
from the estimates that were used

Income taxes - The Company has elected to be taxed under the provisions of a single-member 
domestic limited liability company (LLC) of the Internal Revenue Code Under federal and most 
state laws, taxes based on income of a single-member LLC is filed to the member's individual 
tax return under Schedule C Accordingly, no provision for current federal income taxes has 
been recorded in the accompanying financial statements

The Company's income tax filings are subject to examination by the appropriate tax 
jurisdictions As of December 31, 2017, the Company's federal and states tax returns generally 
remain open for the last three years

NOTE 2 - FAIR VALUE OF FINANCIAL INSTRUMENTS

The FASB ASC Topic "Financial Instruments" clarifies the definition of fair value for financial 
reporting, establishes a framework for measuring fair value, and requires additional disclosure 
about the use of fair value measurements in an effort to make the measurement of fair value 
more consistent and comparable

Disclosure includes reporting hierarchy in which fair value measurements in their entirety fall, 
segregating fair value measurements using quoted prices in active markets for identical assets 
or liabilities (Level 1), significant other observable inputs (Level 2), and significant unobservable 
inputs (Level 3) The carrying amount of cash approximates fair value due to the short maturity 
of these financial instruments The recorded value of these financial instruments approximated 
fair value at December 31, 2017

NOTE 3 - SUBSEQUENT EVENTS

Date of management review - The Company has evaluated subsequent events through April 
3, 2018, the date of which the financial statements were available to be issued Through that 
date, management has determined that the Company did not have any material recognizable or 
non-recognizable subsequent events
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SCHILD&CO.,INC.
CERTIFIEOPUBLICACCaUNTANTS

18426 BrookhurSSl Ste 205 Fountain Valley, CA 92708- (714] 587 2477 Phone- (714| 587 2476 Fax

INDEPENDENT AUDITOR'S REPORT

To the Board of Directors of 
Mediterranean Cuisine Franchising Company LLC

We have audited the accompanying balance sheet of Mediterranean Cuisine Franchising 
Company LLC (a development stage company) as of October 4, 2017 and for the period from 
inception September 28, 2017 to October 4, 2017 and the related notes to the financial 
statements

Management's Responsibility for the Financial Statements

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

Auditor's Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits 
We conducted our audits in accordance with auditing standards generally accepted in the United 
States of America Those standards require that we plan and perform the audits to obtain 
reasonable assurance about whether the financial statements are free from material 
misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements The procedures selected depend on the auditor's 
judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error In making those risk assessments, the auditor 
considers internal control relevant to the entity's preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
entity's internal control Accordingly, we express no such opinion An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of 
the financial statements

We believe that the audit evidence is sufficient and appropriate to provide a basis for our audit 
opinion
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Opinion

In our opinion, the balance sheet referred to above presents fairly, in all material respects, the 
financial position of Mediterranean Cuisine Franchising Company LLC as of October 4, 2017, in 
accordance with accounting principles generally accepted in the United States of America

Fountain Valley, California 
October 10, 2017
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MEDITERRANEAN CUISINE FRANCHISING COMPANY LLC 

(A Development Stage Company)
Balance Sheet
October 4, 2017_______________________ ____ ____ ____

ASSETS

Cash

TOTAL ASSETS

MEMBER'S EQUITY

TOTAL MEMBER'S EQUITY

$ 75,000

$ 75,000

$ 75,000

$ 75,000

See accompanying notes to finanaal statements Page 3



mEmrmmMmM cummE EmAMmmmB cos^pai^iy llc
(A DEVELOPMENT STAGE COMPANY)
NOTES TO FINANCIAL STATEMENTS
For the Period from September 28, 2017 (Inception) to October 4, 2017

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The summary of significant accounting policies of Mediterranean Cuisine Franchising Company 
LLC (the Company) is presented to assist in the understanding of the Company's financial 
statements The financial statements and notes are representations of the Company's 
management, who is responsible for their integrity and objectivity

History and organization - Mediterranean Cuisine Franchising Company LLC was organized in 
Delaware on September 28, 2017 and maintains its corporate office in Beverly Hills, California 
The Company was organized for the purpose of franchising authentic Mediterranean cuisine

Franchise operations are regulated by the Federal Trade Commission (FTC) and various state 
laws regulating the offer and sale of franchises The FTC's franchise rule and various state laws 
require that the Company furnish a franchise disclosure document ("FDD") containing certain 
information to prospective franchisees The Company must also complete franchise registration, 
pursuant to state law, in those states where franchises are planned to be sold The Company is 
currently going through the registration process

The Company is in the development stage Operations have not commenced

Basis of accounting - The accompanying financial statements have been prepared using the 
accrual method of accounting in conformity with accounting principles generally accepted in the 
United States of America (GAAP)

Cash and cash equivalents - For purposes of reporting cash flows, cash includes amounts on 
hand and amounts on deposit at financial institutions The Company defines cash equivalents as 
short-term, liquid investments with initial maturity of three months or less Renewals are 
generally renewed at the same term The Company had no cash equivalents as of October 4, 
2017

Use of estimates - Management uses estimates and assumptions in preparing these financial 
statements in accordance with generally accepted accounting principles in the United States of 
America Those estimates and assumptions affect the reported amounts of assets and liabilities, 
and the reported revenues and expenses during the reporting period Actual results could vary 
from the estimates that were used
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cussii^E ¥m.mmsmQ compmY llc
(A DEVELOPMENT STAGE COMPANY)
NOTES TO FINANCIAL STATEMENTS
For the Period from September 28, 2017 (Inception) to October 4, 2017

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED^

Income taxes - The Company has elected to be taxed under the provisions of a single-member 
domestic limited liability company (LLC) of the Internal Revenue Code Under federal and most 
state laws, taxes based on income of a single-member LLC is filed to the member's individual 
tax return under Schedule C Accordingly, no provision for current federal income taxes has 
been recorded in the accompanying financial statements

The Company's income tax filings are subject to examination by the appropriate tax 
jurisdictions As of October 4, 2017, the Company's federal and states tax returns generally 
remain open for the last three years

NOTE 2 - FAIR VALUE OF FINANCIAL INSTRUMENTS

The FASB ASC Topic "Financial Instruments" clarifies the definition of fair value for financial 
reporting, establishes a framework for measuring fair value, and requires additional disclosure 
about the use of fair value measurements in an effort to make the measurement of fair value 
more consistent and comparable

Disclosure includes reporting hierarchy in which fair value measurements in their entirety fall, 
segregating fair value measurements using quoted prices in active markets for identical assets 
or liabilities (Level 1), significant other observable inputs (Level 2), and significant unobservable 
inputs (Level 3) The carrying amount of cash approximates fair value due to the short maturity 
of these financial instruments The recorded value of these financial instruments approximated 
fair value at October 4, 2017

NOTE 3 - SUBSEQUENT EVENTS

Date of management review - The Company has evaluated subsequent events through 
October 10, 2017, the date of which the financial statements were available to be issued 
Through that date, management has determined that the Company did not have any material 
recognizable or non-recognizable subsequent events

Page 5



MEDITERRANEAN CUISINE FRANCHISING COMPANY, LLC 
FRANCHISE DISCLOSURE DOCUMENT

EXHIBIT
STATE ADMINISTRATORS AND AGENTS FOR SERVICE OF PROCESS



LIST OF STATE ADMINISTRATORS AND STATE AGENTS FOR SERVICE OF PROCESS

STATE STATE ADMINISTRATOR AGENT FOR SERVICE OF PROCESS
CALIFORNIA Department of Business Oversight Cabfomia Commissioner of Busmess Oversight

320 West 4»' Street, Suite 750 320 West 4"’ Street, Suite 750
Los Angeles, California 90013 Los Angeles, California 90013

(213) 576-7505 (213) 576-7505
(866) 275-2677 (866) 275-2677

HAWAII Business Registration Division Commissioner of Secunties, Department of
Department of Commerce and Consumer Commerce & Consumer Affairs

Affairs 335 Merchant Street Room 203
335 Merchant Street Room 203 Honolulu, Hawau 96813

Honolulu, Hawau 96813 (808) 586-2722
(808) 586-2722

ILLINOIS Franchise Bureau Franchise Bureau
Office of the Attorney General Office of the Attorney General

500 South Second Street 500 South Second Street
Spnngfield, Dlinois 62706 Sprmgfield, Illmois 62706

(217) 782-4465 (217) 782-4465
INDIANA Indiana Secretary of State Indiana Secretary of State

Securities Division 302 West Washmgton Street, Room E-111
302 West Washington Street, Room E-111 Indianapolis, Indiana 46204

Indianapohs, Indiana 46204 (317) 232-6531
(317) 232-6681

MARYLAND Office of the Attorney General Maryland Securities Commissioner
Secunhes Division at the Office of the Attorney General
200 St Paul Place Securities Division

Baltunore, Maryland 21202-2021 200 St Paul Place
(410) 576-6360 Baltimore, Maryland 21202-2021

(410) 576-6360
MICHIGAN Michigan Department of Attorney General Michigan Department of Commerce

Consumer Protection Division Corporations and Secunties Bureau
Attn Franchise Section PO' Box 30054

525 West Ottawa 6546 Mercantile Way
G Mermen Williams Build mg, l^' Floor Lansmg, Michigan 48909

Lansmg, Michigan 48933 
(517) 373-7117-335-7567

MINNESOTA Minnesota Department of Commerce Minnesota Commissioner of Commerce
85 7* Place East, Suite 280 Department of Commerce

St Paul, Minnesota 55101-2198 85 7>*' Place East, Suite 280
(651) 539-1600 St Paul, Mmnesota 55101-2198

\ (651) 539-1600
NEBRASKA Nebraska Department of Bankmg and Fmance Nebraska Department of Bankmg and Fmance

Bureau of Secunties/Fmancial Institutions Bureau of Secunties/Fmancial Institutions
Division Division

1526 K Street, Suite 300 1526 K Street, Suite 300
Lincoln, Nebraska 68508-2723 Lincoln, Nebraska 68508-2723

(402) 471-2171 (402) 471-2171
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STATE STATE ADMINISTRATOR AGENT FOR SERVICE OF PROCESS
NEW YORK Qffjco of tho Nw Yofl^tatG-Atterncy New York Department of State

GenofaiNYS Department of Law One Commerce Plaza
Investor Protecbon Bureau 99 Washmgton Avenue, 6"’ Floor

Franchise Section Albany, New York 12231-0001
120 Broadway, 23«*^oor28 Liberty Street, 21'’' 

Flooi
New York. New York 10271-033210005-1495 

(212)416-8236 (Phone)
(212) 416-6042 (Fax)

(518) 473-2492

NORTH DAKOTA Office of the Securities Commissioner Secunhes Commissioner
600 East Boulevard Avenue North Dakota Secunhes Department
Fifth Floor, Department 414 600 East Boulevard Avenue

Bismarck, North Dakota 58505-0510 Fifth Floor, Department 414
(701) 328-2910 Bismarck, North Dakota 58505-0510 

(701) 328-2910
OREGON Department of Insurance and Finance Department of Insurance and Fmance

Corporate Secunties Secbon Corporate Secunhes Sechon
Labor and Industnes Building Labor and Industnes Buildmg

Salem, Oregon 97310 Salem, Oregon 97310
(503) 3784387 (503) 378-4387

RHODE ISLAND Director, Securities Division Secunties Division
State of Rhode Island Department of Busmess Regulation

Department of Busmess Regulahon Bldg 69, Fust Floor
Bldg 69, Fust Floor John O Pastore Center

John O Pastore Center 1511 Ponhac Avenue,
1511 Pontiac Avenue, Cranston, Rhode Island 02920

Cranston, Rhode Island 02920 
(401) 462-9582

(401) 462-9582

SOUTH DAKOTA Department of Labor and Regulation Department of Labor and Regulation
Division of Insurance Division of Insurance
Securities Regulahon Secunties Regulahon

124 South Euchd, Suite 104 124 South Euchd, Suite 104
Pierre, South Dakota 57501 Pierre, South Dakota 57501

(605) 773-3563 (605) 773-3563
VIRGINIA State Corporahon Commission Clerk of the State Corporation Commission

Division of Securities and Retail Franchising 1300 East Mam Street 1=' Floor
Ninth Floor Richmond, Vugmia 23219

1300 East Mam Street
Richmond, Virginia 23219 

(804)371-9051

(804) 371-9051

WASHINGTON Department of Fmanaal Instituhons Director, Department of Fmanaal Institutions
Securihes Division Securihes Division

PO Box 9033 150 Israel Road S W
Olympia, Washmgton 98507 

(360) 902-8760
Tumwater, Washmgton 98501

WISCONSIN Franchise Registration Securihes and Franchise Registrahon
Division of Secunties Wisconsm Securihes Commission

Wisconsin Department of Fmanaal Inshtuhons 201 West Washmgton Avenue, Suite 300
201 West Washmgton Avenue, Suite 300 Madison, Wisconsm 53703

Madison, Wisconsm 53703 
(608) 266-1064

(608) 266-1064
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MEDITERRANEAN CUISINE FRANCHISING COMPANY, LLC 
FRANCHISE DISCLOSURE DOCUMENT

EXHIBIT Kt 
LIST OF FRANCHISEES



LIST OF CURRENT FRANCHISEES 

AS OF DECEMBER 31, 2018

Franchisee Address City State Zip Phone Number
Marc Gates 6981 El Camino Real #10 Carlsbad CA 92009 (760) 929-0875
Marc Gates 358 East H Street, #604 Chula Vista CA 91910 (619) 585-0159
Tim Salazar 13250 Jamboree Rd #113 Irvine CA 92602 (714) 389-5020
Tim Salazar 23706 El Toro Road, Ste S7 Lake Forest CA 92630 (949) 215-7090
Tim Salazar 1330 Bison Ave, Ste L Newport Beach CA 92660 (949) 729-0671
Tim Salazar 4261 Inland Empire Blvd BlOl Ontario CA 91764 (909) 476-1515
Marc Gates 13487 Poway Rd Poway CA 92064 (858) 679-8898
Mo Hayat 2700 Manne Ave, Ste 109 Redondo Beach CA 90278 (310) 676-9165

Keith Davis 10357 Fairway Drive, Ste 130 Roseville CA 95678 (916) 772-3997
Asraf Gaynad 8680 Sierra College Blvd , Ste 110 Roseville CA 95661 (916) 783-3565

Marc Gates 10728 Westview Pkwy #305 San Diego CA 92126 (858) 693-4471
Marc Gates 4639 Carmel Mountain Rd Suite 103 San Diego CA 92130 (858) 369-0660
Marc Gates 8657 ViUa La Jolla Dr, Ste 105 San Diego CA 92037 (858) 623-6940
Marc Gates 9828 Mission Gorge Rd , Ste B Santee CA 92071 (619) 596-1470
Tun Salazar 27644 Ynez Rd Ste Ml-3 Temecula CA 92591 (951)506-1110
Mo Hayat 25420 Crenshaw Blvd Torrance CA 90505 (310) 257-1861

Tim Salazar 2360 Park Ave #9H Tustin CA 92782 (714) 352-6025

IF YOU BUY THIS FRANCHISE, YOUR CONTACT INFORMATION MAY BE DISCLOSED TO OTHER 
BUYERS WHEN YOU LEAVE THE FRANCHISE SYSTEM
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2019 Mere FDD
LISTOFFRANeHISFES



LIST OF FRANCHISEES WHO TRANSFERRED THEIR GYMS TO NEW OWNERS

AS OF DECEMBER 31, 2018 

None

LIST OF FRANCHISEES WHO HAD AN OUTLET TERMINATED, NOT RENEWED, REACQUIRED 
BY FRANCHISOR, OR CEASED OPERATIONS FOR OTHER REASONS 

AS OF DECEMBER 31, 2018

None

IF YOU BUY THIS FRANCHISE, YOUR CONTACT INFORMATION MAY BE DISCLOSED TO OTHER 
BUYERS WHEN YOU LEAVE THE FRANCHISE SYSTEM
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LIST OF FRANCHISEES WHO HAVE SIGNED A FRANCHISE AGREEMENT BUT NOT OPENED
AS OF DECEMBER 31, 2018

Franchisee City State Phone number
Raid Asman Point Loma CA TBD

IF YOU BUY THIS FRANCHISE, YOUR CONTACT INFORMATION MAY BE DISCLOSED TO OTHER 
BUYERS WHEN YOU LEAVE THE FRANCHISE SYSTEM
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MEDITERRANEAN CUISINE FRANCHISING COMPANY, LLC 
FRANCHISE DISCLOSURE DOCUMENT

EXHIBIT LM 
RECEIPTS



RECEIPT

This Disclosure Document summarizes provisions of the Franchise Agreement and other information in plam language 
Read this Disclosure Document and all agreements carefully

If Mediterranean Cuisme Franchising Company, LLC offers you a franchise, Mediterranean Cuisme Franchismg Company, 
LLC must provide this Disclosure Document to you 14 calendar days before you sign a bindmg agreement or make a 
payment with the franchisor or an affiliate m connection with the proposed franchise sale

Michigan requires that we give you this Disclosure Document at the earher of 10 business days before the execution of the 
franchise or other agreement or the payment of any consideration that relates to the franchise relationship

New York requu-es you to receive this Disclosure Document at the earlier of the first personal meeting or 10 busmess days 
before the execuhon of the franchise or other agreement or the payment of any consideration that relates to the franchise 
relationship

If Mediterranean Cuisme Franchismg Company, LLC does not dehver this Disclosure Document on time or if it contams a 
false or misleadmg statement or a material omission, a violation of federal and state law may have occurred and should be 
reported to The Federal Trade Commission, Washmgton D C 20580 and the appropriate state agency identified on Exhibit 
^Exhibit T

The franchisor is Mediterranean Cuisme Franchismg Company, LLC located at 466 Foothill Boulevard #356, La Canada 
Flmtridge, Cabfomia 91011, Telephone (310) 924-6270, Email Michael@Daphnes biz

Issuance Date April 3. 2018Apnl 19. 2019

The name, principal busmess address and telephone number of each Franchise Seller offermg the Franchise Michael 
Nakhleh, Asif Sheikh and Ernie Romo, Mediterranean Cuisme Franchismg Company, LLC, 466 Foothill Boulevard #356, La 
Canada Fhntndge, California 91011, Telephone (310) 924-6270, Email Michael@Daphnes biz, and Juhe Pnceman, 5150 
Wilshire Boulevard, Los Angeles, California 90036, Telephone (323) 617-5431

We authorize the persons and/or entities hsted on Exhi-bit KExhibit T to receive service of process for us

I have received a Disclosure Document dated April 3. 2018 April 19. 2019 This Disclosure Document mcludes the following 
Exhibits

Exhibit A Franchise Agreement 
Exhibit B Area Development Agreement 
Exhibit C Option to Obtam Lease Assignment 
Exhibit D Asset Purchase Agreoincnt 
Exhibit EExhibit D Confidentiahty Agreement for 

Prospective Franchisees
ExhibiFEExhibit E Non-Disclosure and Confidentiahty 

Agreement for Employees of Franchisee

Exhibit-GExlnbit F General Release 
Exhibit-HExhibit G State Specific Addenda 
Exhibit I Exhibit H Franchise Comphance Certificate 
Exhibit I Exhibit 1 Fmancial Statements 
Exhibit KExhibit 1 State Admmistrators and Agents 

for Service of Process

Exhibit MExhibit L Receipts

Date Franchisee

Date Franchisee
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Please sign this copy of the Receipt, date your signature, and return it to Michael Nakleh, Mediterranean Cuisine 
Franchising Company, LLC, 466 Foothill Boulevard #356, La Canada Flintndge, California 91011, Telephone (310) 924-6270, 
Email Michael@Daphnes biz



RECEIPT

This Disclosure Document summarizes provisions of the Franchise Agreement and other mformation m plain 
language Read this Disclosure Document and all agreements carefully

If Mediterranean Cuisine Franchismg Company, LLC offers you a franchise, Mediterranean Cuisine Franchismg 
Company, LLC must provide this Disclosure Document to you 14 calendar days before you sign a binding 
agreement or make a payment with the franchisor or an affiliate in connechon with the proposed franchise sale

Michigan requires that we give you this Disclosure Document at the earher of 10 business days before the 
execution of the franchise or other agreement or the payment of any consideration that relates to the franchise 
relationship

New York requires you to receive this Disclosure Document at the earlier of the first personal meehng 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

If Mediterranean Cmsine Franchismg Company, LLC does not dehver this Disclosure Document on time or if it 
contains a false or misleading statement or a material omission, a violation of federal and state law may have 
occurred and should be reported to The Federal Trade Commission, Washmgton D C 20580 and the appropriate 
state agency identified on Exhibit KExhibit I

The franchisor is Mediterranean Cuisine Franchismg Company, LLC located at 466 Foothill Boulevard #356, La 
Canada Flmtridge, California 91011, Telephone (310) 924-6270, Email Michael@Daphnes biz

Issuance Date April 3. 2018 Apnl 19, 2019

The name, pnncipal busmess address and telephone number of each Franchise Seller offermg the Franchise 
Michael Nakhleh. Asif Sheikh and Ernie Romo, Mediterranean Cuisme Franchismg Company, LLC, 466 Foothill 
Boulevard #356, La Canada Flmtndge, California 91011, Telephone (310) 924-6270, Email Michael@Daphnes biz, 
and Jube Pnceman, 5150 Wilshire Boulevard, Los Angeles, Cabfomia 90036, Telephone (323) 617-5431

We authorize the persons and/or entities listed on Exhibit KExhibit I to receive service of process for us

I have received a Disclosure Document dated April 3, 2018 April 19. 2019 This Disclosure Document mcludes the 
following Exhibits

Exhibit A Franchise Agreement 
Exhibit B Area Development Agreement 
Exhibit C Option to Obtam Lease Assignment 
Exhibit-D Asset Pufeliaso-Agrooment 
Exhibit EExhibit D Confidentiality Agreement for 

Prospective Franchisees
Exhibit FExhibit E Non-Disclosure and Confidenhality 

Agreement for Employees of Franchisee

Exhibit GExhibit F General Release 
Exhibit HExhibit G State Specific Addenda 
Exhibit lExhibit H Franchise Compbance 
Certihcate
Exhibit lExhibit 1 Fmancial Statements 
Exhibit KExlnbit I State Admmistrators and 

Agents for Service of Process 
Exhibit LExlubit K ReceiptsList of Franchisees 
ExhibitMExhibit L Receipts

Date Franchisee

Date Franchisee
Keep this copy for your records This Disclosure Document may be available m several formats mcludmg on paper, 
on a CD, m pdf format or on our website www Daphnes biz
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