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FRANCHISE DISCLOSURE DOCUMENT

Frost Gelato Franchising, L.L.C.

an Arizona limited liability company

7131 N. Oracle Road

94 A CET A 1Y . Tucson, Arizona 85704
FROST A GELATO SHOPPE Telephone: (520) 797-0188
E-mail: orders@frostgelato.com

www FrostGelato.com

The franchisee will operate a Frost Gelato store that sells frozen Italian gelatos, sorbets, gelato:
cakes, gelato confections, various coffee; other beverage products and related products. The 'total iniitial
investment necessary to begin eperations ranges from $387,800 to $1,171,500 if you sign a Franchise
Agreement for a sifiglé unit. This includes between $262,500 and $390,000 which must be paid to the
franchisor or its affiliates. The total initial investment necessary to begin operations:ranges from'$477,800
to $1,351,500 if you sign-an Area Developer Agreement, including between $352,700 and $570,000 which
must be paid to the franchisor or its affiliates, depending on the number of Frost Gelato stores to be opened.
The low estimate includes the development fee if you elect to open twe-three Frost Gelato. stores; the high
estimate includes the:development fee if'you elect to-opén five Frost Gelato stores.

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

You may wish to receive your disclosure:document. in another format that is. more convenient for
you. Todiscuss the availability of disclosures in different formats, contact Stephen Ochoa or Jeff Kaisérman
at 7131 N. Oracle Road, Tucson, Arizona 85704, jeff@frostgelato.com, stephen@frostgelato.com and
(520) 797-0188.

The terms of your contract will govert your franchise relationship. Don’t rély on this disclosure
document alone to understand your contract. Read all of your contract carefully. Show your contract and
this disclosure document to an advisor, like a lawyer or an accountant.

Buying a franchise is-a.complex investment. The information in this dis¢losure document can help
you make up your iind. More information on franchising, such as““A Consumer’s Guide to Buying a
Franchise,” is. available from the Federal Trade Commission. You can contact the FTC at 1-877-FTC-
HELP or by writing to.the FTC at 600 Pennsylvania Avenue, NW, Washington, DC 20580. You can,also
visit the FTC’s home page.at www.ftc.gov for additional information. Call your state agency or visit your
public library for other sources of information on franchising.

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

Issuance Date: October 18, 2018
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STATE COVER PAGE

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

Call the state franchise administrator listed in Exhibit F for information about the franchisof or
about franchising in your state.

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

Please:consider the following RISK FACTORS before you buy this franchise:

1. THE FRANCHISE AGREEMENT REQUIRES YOU TO RESOLVE DISPUTES WITH
US BY ARBITRATION/LITIGATION ONLY IN ARIZONA. OUT-OF-STATE ARBITRATION/
LITIGATION MAY FORCE YOU TO ACCEPT A LESS FAVORABLE SETTLEMENT FOR
DISPUTES. IT MAY ALSO COST YOU MORE TO ARBITRATE OR LITIGATE WITH US IN
ARIZONA THAN IN ' YOUR OWN STATE.

2. THE FRANCHISE AGREEMENT AND AREA DEVELOPER AGREEMENT STATE
THAT ARIZONA LAW ‘GOVERNS THE AGREEMENT, AND THIS LAW MAY NOT PROVIDE THE
SAME PROTECTION AND BENEFITS AS LOCAL LAW. YOU MAY WANT TO COMPARE THESE
LAWS.

3. THE FRANCHISE AGREEMENT AND AREA DEVELOPER AGREEMENT
REQUIRE THAT SPOUSES MUST SIGN A GUARANTY MAKING SUCH SPOUSE JOINTLY AND
SEVERALLY LIABLE FOR THE OBLIGATIONS UNDER THE AGREEMENT, PLACING HIS OR
HER PERSONAL ASSETS AT RISK.

5. 4THERE MAY BE OTHER RISKS CONCERNING THIS FRANCHISE.

Effective Dates: See next page for state effective dates.
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STATE EFFECTIVE DATES

The-following states require the franchise disclosure:document be registered or filed witlijthe state;
or be:exempt.from registration: California, Hawaii, Illinois, Indiana, Maryland, Michigan, Minnesota, New
'York, North Daketa, Rhode. Island, South Dakota, Virginia, Washington and Wisconsin..

This franchise disclés’h‘r,é: document is registered, on, file or ‘exempt from registration in the
following states having franchise registration and disclosure laws, with the following efféctive dates:

CALIF PENDING
ILLINOIS PENDING-December
| 5,2018
VIRGINIA : November 2; 2018 |
‘WASHINGTON | PENDING |
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ITEM 1
THE FRANCHISOR, AND ANY PARENT, PREDECESSORS AND AFFILIATES
To simplify the language in this Franchise Disclosure Document, “FGF.” “we” or “us” means Frost
Gelato Franchising, L.L.C., the franchisor. “You” means ‘the persori who buys the franchise. If the

franchisee is a corporation, parthership, limited liability company or other entity, “you” may-also refer to
its owners.

The.Eranchiser, its: Parent and Affiliates

FGF is an Arizona limited liability company formed on January 14, 2010. We operate under the
name Frost Gelato Franchising, L.L.C.and Frost Gelato Shoppe. Our principal business address:is 7131 N.
Oracle Road, Tucson, Arizona 85704.

We do not have any predecessors or parents or affiliates that offer franchises or provide products
or:services to our franchisees.

Our agent for service of process in Arizona is Jeffery Kaiserman, 7131 N. Oracle Road, Tucson,
Arizona 85704. Our agents for service of process for other'states are disclosed:in Exhibit F. If a.state is.not
listed, we have not appointed an agent forservice of process.in thatstate in.connection with the requirements
of franchise laws. There may be states in-additionto those listed above in which we have appointed aniagent
for service of process. There may also be additional agents appointed in some.of the states listed.

We have one parent entity and four-affiliates:

*Na(me IR e R R Pnnc1pal Busmess Addr"":‘;\" -
—_ o PP ‘ 3430E SunrlseDnve STE 180
Frost, a Geélato Shoppe, L.L.C. (“EGS”) | Tucson, AZ 85718

7131 N. Oracle Road

Frost at C :Adobes, L.L.C. (“ obes™) . ,
Fiost at Casas:Adobes, L.L.C. (“Casa Adobes Tucson, Arizona 85704

et e m i 2905 E Skyline Dr.
Frost at La Encantada; L.L.C. (“La Encantada”) Tucson, AZ 85718
e TTAA T T 4n 11 7301 E. Tanque Verde Rd.
Frost at Udall, L'L'C",( Udall™) Tucson, AZ 85715
o y e 3430 E. Sunrise Drive, STE 180
Frost Catering, L.L:C. (“Frost Catering”) Tucson, AZ 85718

We.are in the business-of franchising Frost Gelato stores and we.do. not operate Frost Gelato stores:
ourselves: Ouraffiliate, Casa Adobes, an Arizona limited liability company, has operated a Frost Gelato
store in Tucson, Arizona since 2005. Our affiliate, La Encantada, an Arizona limited liability company,,
has. operated a Frost Gelato store in Tucson sirice 2008. Our affiliate, Udall, an Arizona limited liability
‘company, has. operated a Frost Gelato store in Tucson since 2007. Erost Catering offers catering services
featuring Frost Gelato products-in the Tucson area. -

The Franchise

7 We.are in the business of franchising the right to -operate dessert stores under the. name “Frost, a
Gelato Shoppe™ that sell frozen Italian gelatos, sorbets, gelato cakes, gelato confections, various coffee,

1
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-other beverage products-and related'products. Our-gelato:stores offer over 38 different and changing gelato.
and sorbet flavors each day. Frost gelato is made fresh daily in Frost Gelato stores with many ingredients,
other than milk, sugar and fruit, imported from Italy.

If you qualify, We may allow you to sign an Area Developer Agreement for the development of
either three or five Frost Gelato storés. In addition to the Area Developer Agreement, you must sign our
then-cutrent form of Franchise Agreement for éach Fiost Gelato store in your territory_which may differ
from the current Franchise Agreement included with this Franchise Disclosuré Document, Wewill charge
you the initial franchise fee described in Item 5 of this Disclosure Document for each Erost Gelato store
location even if we change the initial franchise fee for other franchisees. We will also charge you the

royalty rate-described.in Item 6 for each of your Frost Gelato stores'that’you open under the Area Developer

Agreement even if we change that rate for other franchisees.

You may not conduct the following unless we permit you to do so: catering activities, online
ordering, deliveries and offsite sales at special events including pop-up events. We reserve the right to
negotiate regional or national accounts with individuals or companies. If we do so, you must accept the
terms of any regional or national account agreements that we negotiate.

Market and Competition

‘The general market for the goods and services offered by your Frost Gelato store is the general
public; Sales by Frost.Gelato shops.may be seasonal in nature and climaté changes may have an effect on
the business. The restaurant and food service industry is well developed and highly compeétitive. Frost
Gelato stores compete with other businesses offering ice cream and other frozen dessert items.

Industry-Specific Regulations

14

In addition to laws and regulations that apply to businesses generally, you may be subject to
regulations relating to the-operation of an. eating and drinking establishment in your state, city or county,
including those governing construction, site location, the sale of food and menu-labehng, as'well as public
health and safety codes and ordinances. These include regulations -concerning smoking, :sanitation,
discrimination, employment and sexual harassment laws as well as the Americans with Disabilities Act,,
which requires teadily accessible accommodations for disabled individuals:and may affect your operations.
It is your responsibility to comply with.these laws. You should consult with-your own independent advisors
and the government agencies in your state for information on how these laws dapply to you. Among the
laws.and regulations that, apply to businesses generally, you must comply with the Patient Protection and.
Affordable Care Act, 42 USC 18001 (See Exhibit I for more industry-specific laws).

We began offering franchises in March 2010. Neither we nor our affiliates offer franchises in.other
lines-of business.

ITEM 2
BUSINESS EXPERIENCE

Co-President and Co-Chief Executive Officer - J efin Kaiserman

Mr. Kaiserman has been our Co-President and Co-Chief Executive Officer in Tucson, Arizona
sirice our inception in January 2010. Mr. Kdiserman has also been the Co-President and Co-Chief Executive
Officer of all of our -affiliates in Tucson, Arizona since their inception, and Co-President and Co-Chief
Executive Officer of our'parent in Tucson, Arizona since its inception in January 2005.

2
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Co-President and Co-Chief Executive:Officer - Stephen. Ochoa

Mr. Ochea has been our Co-President and Co-Chief Executive Officer in Tucson, Arizona since
our inception in January 2010. Mr. Ochoa has also been Co-President and Co-Chief Executive Officer of
all of our affiliates in Tucson, Arizona since their inception, and has been Co-President and Co-Chief
Executive Officer of our parent in Tucson, Arizena since its inception in January 2005.

ITEM.3
LITIGATION

No litigation is required to be disclosed in this Itemn.

ITEM 4
BANKRUPTCY

No bankruptcy is required to be disclosed in this Item:,

ITEM 5,
INITIAL FEES

Inittal Franchise Fee

You miist pay us. an initial franchise fee of $55,000 in a lump sum when you sign the Franchise
Agreement. The initial franchise fee<is deemed fully earned by us once paid and is non-refundable. The
initial franchise feeis'uniformly charged to all franchisees.

Required Purchases

‘You must also purchase the following items from us for your Frost Gelato. store.. These purchases
are non-refundable. The range of'costs will vary depending on the size of your Frost Gelato store:

B A e T T2 e~ s - = B e, - s GRS

: Openmg mventory and supphes $15,000 to $25,000
| Equipment 7 $175,000't0-$275,000
Architectural design* | $17,500 to $35,000

*If you are; unable to obtain local architectural designs based on our master designs: that we approve, we
may charge a franchisee architectural design fee of up to $35,000to engage a third-party vendor to perform
local architectural desxgn services for you.

Area Developer Fees

If you are signing an Area Developer Agreement, you pay a development fee. The area
development fee to open threé Frost Gelato stores.is $145,000, and the development fee to open five Frost
Gelato stores 1s $235,000. To open additional Frost Gelato stores, you must sign the then-current Frost
Gelato store Franchise Agreement, but you will not be'required to pay an initial franchise fee (all other fees
will.apply). The area development fee is-uniform, payable when you sign your Area Déveloper Agreement,
and is norrefundable:.

380465943
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ITEM 6
OTHER FEES

Typeiof Feetl) .

Amount

Due, Date - 1

» Remarks

Royalty Fee?

The greater of: .(a) 5% of
gross:sales; or (b) a
minimum royalty fee of
$1,000 per month

) Bx;weekly -every

rother Monday

‘ The royalty fee is based on gross

.sales during the previous two

| week period.

Catering Royalty Fee

The greater of: (a) 5%:0f
gross sales; or (b) $1,000
pér month

Bi-weekly every other
Monday

After operating your, Frost Gelato'
store. for a minimum. .of six)
months, if you are a franchisee in.
good standing; you may apply to
us for our coniseént for you to offer
catering séivices. All sales from
catering aré subject to minimum,
royalty fe¢ payments and.
advertisinig. allocations. Payments.

are based-on gross sales during the |

previous two week period.

Brand Fund
IContx‘ibu'tioxi(3)

Up.to 4% of 7gro’ss sales;
currently 2% of gross sales

Bi-weekly every other
Monday

The brand fund contribﬁ,tioxi vﬁll

be collected with the royalty fee.

Local Advertising

The difference:bétween the

Payable after receipt

['costs, plus:a 20%

administrative fee

|required by the
| Agreemesit, we: may obtain

Payment 'amount you spérit on_local of invoice local advertlsmg expendlture you
| advertising each month.and must pay us the difference
1 2% of gross sales between:the amount you spent.and
‘ 2% of gross sales, which will be
contributed to the brand fund.
1' Unauthorized $500-per occurrence Upon démand ‘This, fee is. payable to the brand
Advertising Fee fund if you use wnauthorized
‘ advertising.
Insurance® ‘:'Pay,ment of.our losses:and Upon demand. Tt you fail to obtain insurance as

Franchise

insurancé on your behalf'and you
must feimburse: us for the cost of
obtaining such insurance plus

{20% of the premium .as an

-administrative cost of obtaining
the insurance.

Additional Training®®)

Our then-current fee;
currently-$1,000 per person
| plus travel expenses

‘Upon.demand

“We provide inifial training at no
bcharge for up to six weeks and up.
ito two people, one of whom must
be a principal owner. We may

<charge you for training additional |

persons, newly—hifed ‘personnel,.
refresher """ courses

380165943
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_Type of Fee!) - _Amount DueDate - | Remarks -
| addltlonal or spetial assistance or
training you need or request.
|

Training Fee fora ‘Ouf then-current fee; Upon demand Payable when training a

Replacement Designated cirrently'$1,000 replacement  designated  store

Store Manager. or ‘manager or operating pnn(:lpal

Operating Principal® : | that has not completed our initial |

. ‘ training program. |

Additional Assistance 'Our then-current fee; | As:incurred If you request ‘addltxonalf
currently $200 per trainer (-assistance fromrus and we agree to-
per:day plus travel expenses provide it, 'we will prOvid‘e you'

‘with trained representatives to |
provide on- site additional |
training. We may charge you for |
additional or special assistance or
training you need or request. ‘
| Technology Fee Up to $1,000 per month Bi-weekly every This fee covers certam‘
other Monday technologies:used in'the operation
of your Frost Gelato store,
including the use of .software,
website  hosting, and other
services. You must also pay for
i ‘any increase in fees that result
: ‘from an upgradeé or modification
| | to the software.
| Convention Fee 'Our then-current fee; Upon:demand | We mayhold periodic meetings:of~
currently $500-$2,500 per | all Frost: Gelato franchisees: that
smieetinig; plus costs:and you must attend. If you fail to
‘expenses: for all attendees attend a mandatory seminar,
' convention, or program, we.may
.charge. you a $100 non-
participation fee:per day.
' |

Supplier Review Fee. Costs of inspection \As incufred | Payable if we inspect a new
{estimated to be product, service, or supplier you
approximately $100 to. proposed. !
$500) /

Replacement Manual $500 ‘Upon demand Payable if your copy of the:

operations inanual is  lost,
destioyed, or significantly’
damaged.

Hours: Violation Fee $250 for first occurrence; Upon demand. Payable if you fail to keep your|
$500 for second occurrence; Frost Gelato store'open during'the |
and $1,000 for all future required hours. ‘without prior!
occurrences approval.

Customer Issue |Costs we incur for Upon demand. Payable if a customer of the Frost

Resolution ' responding to-a customet Gelato store contacts us with a

| complaint, which will complaint and we provide a ‘gift
typically be bétween $20 card, refund, or ather value to the
and.$100 customer:
5



- Type 6@?@5’(‘1}} . Amount - ‘Due Date ‘... Reémarks © 7 "
Payment Service Fee. Up to 4% of total charge Upon demand If payment is made to us or our|
‘ affiliates by a credit card for ‘any’
fee required, we may charge a
service charge: of up to 4% of the
total.charge. !
Late Fées.and Interest lThe greater 0£$100 or 5% | Upon demand Charged on any late paymenis of
of the unpaid amount plus fees, amounts due for product
3 | the lesser-of 18% per annum purchases, or -any othér amounts
| | or the highest rate-allowed due us or our affiliates, including
by applicable law; $100 royalty fees. Interest accrues on
‘ draft draw charge: all overdue amounts beginning
! with, the first day each payment
,was due and continues. until. we
receive payment.
N I
Insufficient Funds Fee '$100 peroccurrence Upon déemand Payable: if any check ot EFT
payment is not -successful due to
| insufficient funds, stop payment,
or-any similar event.
Failure to Submit $100 per occurrence and Your bank account. | Payable if you fail to submit any
Required Report Eee: $100 per week will be debited for | required report or- financial
failure.to submit ary. |:$taitement when due: You will
;requested report jcontinue to incur-this. fee until you
‘within 5. days of |:$ubmit the required report.
request
Audit Expenses ‘Cost of audit:and :On deinand | You must pay this if an audit |
' inspection, any understated - reveals that you. understated bi-
amounts, and any related weekly gross sales' by. more- than |
accounting and legal 2% or if ‘you fail to subimit
expenses, plus 18% per required reports.
annum.on underpayment
(we estimate this.cost to be
between.$500 - '$12,000)
' Indemnification Ourcosts and losses As incurred You must indemnify and |
i ‘ reimbuise us for any expenses ‘or |
1 losses that we or our
representatives, incur as a result of
| your. action or-failure:to act.
Professional Fees .and { Will vary depending.on As incurréd You must reimburse: us for any
Expenses: | circumstances legal or accounting fees that we

incur as a result.of‘any breach or
termination of any of ‘the
agreements. You must reimburse
us if'we are-required to incur any’
expenses in enforcing our rights
.against you under any of the

| agreements.

3941:5376\1
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TR

Type of Fee(l)

- Amount

, Due Date

Successor Franchise Fee

25% of the then—current initial

franchise-fee

On signing’successor
Franchise, Agreement

into. a

ThlS fee is. payable 1f ‘you: quahfy 1
your  Franchise |

fo tenew y
Agreement and-choose to-enter

successor
Agreement.

Franchise:

Relocation Fee

\

$5,000

Upon demand

Payable to us.if we approve the

relocation of your Frost Gelato.

store.

Franchise Agreement
‘Transfer Fee”

1 50% of the then-current-initial

/franchise fee, not to exceed

initial training program

| thiesinitial franchise fee under
| your currerit Franchise
| Agreement, plus $3,500 for
| the transfefeé to attend the

$1,000'non-
refundable.deposit at
time-of transfer
application submittal
and. the remaining,
balance of‘fee at timé
of:approved transfer

Payable in conniéction with the
transfer of ‘your Erost Gelato
store, a transfer of ownership .of
your legal entity; or the Franchise
Agreeitient.  You may only

transfer subject to the-satisfaction.

of certain conditions with our
consent (See Item 17).

Liquidated 4Danjggcs‘s)‘

‘Wil vary depending.on
circumstances

|Within 15 days after
terminatjon of-the

| Franchise Agreement

Due only if we terminate the
| Franchise Agreement before the

end of the term because. of your

| material breach, or you termirate

the Franchise A’gr’e_é_mént without

cause.

Notes:

Fees. All fees paid to us or our affiliates are uniform and not refundable under any circumstances
oncepaid. Fees paid to'vendors or other suppliers.may be refundable depending on the vendors and

suppliers. We currently require you to pay fees and other amounts due to us and our affiliates via

electronic funds transfer (“EET”) or other similar means. You must complete the EFT autherization

(ini the. form attached to this Franchise Disclosiifé Document in Exhibit J). We can require an
alternative payment method or payment frequency for any fees or amounts owed to us or our
affiliates under the Franchise Agreement. If you enter into an Area Developer Agreement to-operate
multiple Frost Gelato stores, the fees indicated in the chart above are the fees charged and/or

incurred. for each Frost Gelato store. All fees are current as of the issuance date of this Franchise“
Disclosure Document. Certain fees that we have indicated may increase over the tetm of the

Franchise Agreement.

Gross Sales. The term “Gross Sales” means the total revenueés from.all services and products sold
at, from, or through your Frost Gelato store, whether or not sold or performeéd at or from the store
(including income related to take-out, catering, and delivery), including the full redemption value
of any gift certificate or coupon sold for use at the store (fees retained by or paid to third party
sellers of such gift certificates or coupons are not excluded from this calciilation) and all income
and revenue of'every other kind and nature related to the Frost Gelato:store operation, whether for
cash.or credit, and regardless-of collection in the case of credit. Gross: Sales does not include salés
taxes transmitted to a taxing authority, gratuities paid to employees, proceeds from isolated sales
of fixtures. and equipment, employee meals up to a maximum of $350 per sales period, and the:
amount of promotions and manager discounts in.accordance with our policies.

7
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Brand Fund Contribution. The brand fund contribution is-used for hational and regional advertising,

the generation of marketing materials, and for administrative costs associated with our markefing

efforts, of the system.

Insurance. We reserve the right to purchase the required insurance for you if you fail to do so and
to seek réimbursement from you.

Training for Additional Persons. Training ‘for you or your designated stofe manager or your
operating principal and one additional person is included in your initial franchise fee. Our curfent
fee as of the date this Franchise Disclosure Document was issued is $1,000 per additional person
we train at ‘your request. Training fees can be increased or decreased by us at any time in our
discretion. You will be responsible for all travel expenses for all.additional attendees attending the:
initial training program, including airfare, lodging, meals, ground. transportation, and personal
expenses.

Training Fee For a Replacement Désignated Store Manager or Operating: Principal. If your
designated store manager or eperating principal is replaced, you must allow us to train your new
designated store manager or.operating principal, as the case may be, at a location designated by us
in our discretion. We charge a training fee of $1,000 as of the date this Franchise Disclosure
Document was issued. You also must pay for airfare, lodging; ground transportation, meals, salary
and benefits, and other personal éxpenses of your new designated store manager or operatmg
principal, as the:case may be, while he or she is in training.

Franchise Agreement Transfer Fee. You.must pay a transfer fee:of 50% of the then-current initial

franchise fee, not to exceed the initial franchise:fee paid under-yout original Franchise Agreement,

plus $3,500 for the transferee to attend the initial training program. The transféree will also be
required to. pay for its travel .and other expenses to attend the initial training program.. These

expenses are estimated to be between $1,500 and '$2,500. However; no transfer fee is required if

you transfer your Franchise Agreement to a business entity in which you own the majority of the

company’s issued equity securities (but you will be required to'reimburse us forany legal fees that

we-incur in.completing the transfer).

Liquidated Damages. If you breach our confidential information or-trade secrets, you must pay us
the greater of: (i) $100,000; or (ii) the decrease in operating profits (e.g., operating revenues minus
operating expenses) or increase in operating losses experienced by those Frost Gelato stores
affected by the breach of such covenant. If you breach your noencompetition covenants, you must.
pay us.the greater of: (i) $1,000 per day for each day the breach continues; or (ii) the decrease in

operating profits or increase in operating osses. experienced by the Frost Gelato stores affected by
the breach of such covenant.
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ITEM 7
ESTIMATED INITIAL INVESTMENT

YOUR ESTIMATED INITIAL INVESTMENT

e T ] e e e T [ ]
" |
i ]
f‘.‘ I ) i b :_IL . "\I et In‘ ]‘
“ = - Y > T ! - ’ 11 [N _ RS | N oL o By DR - "”,\
' Initial Franchise $55,0 $55,000 Lump sum, | When you sign-the Us
! Fee’(Z) . certified or Franchise Agreement
; ) «cashier’s
L check
" Architectural $17,500, $35:000 Lump sum, When you sign'the Approved.
Design Fe (3 certiﬁe:i or | Franchise Agreemient | supplier
‘ icashier’s I
check ‘
|
‘Real Estate $7,500 $50,000 | Asagreed I As agreed ‘Landlord
‘Leasing(-'4 )
Leasehold 1 $75,000 $450,000 As agreed ‘Before opening Landlord and
Improvements/ | contractors
‘Coh‘sn'u‘_dti()n(s')’
Fumniture and | $5,000 $25,000 Lump sum As incurred  Approved
F ixtures(-6) supplier and us
_E_quipment‘;‘ $175,000 $375,000 Lump, sum; As:incurred ‘ Us and vendors
Computer \ ‘ - certified-or
Hardware, ‘ cashier’s
Software,, | check, I
posD ; | includes :
’ | | procurement
‘ fee
| |
‘ \ i |
‘Si’g“ns@) $7,000 | $35000 | Lumpsum, Before ordering Vendors
= | certified or
cashier’s' ‘
check,.
" includes
\ procurement
fee :
| | |
| Tnsurance $800 | $2,500 As agreed Before:opening Insurance carrier |
° |
Opening Inventory $15,000 | $35000 | Lumpsum \ Before:opening Us
and Supplies(®) |
9
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s J,.., o Am,oug‘t‘"’ e
Expcndltm e . High. 7| “Payment, ) TOORECL
:Sec’uf'ity and‘ ) ‘ 80 SQS,O@)@ \_As'égreed ﬁe%ore opéni’ng; ' \ Laﬁdlér&;'utilitiés;-
Utilities Deposits/ ‘ | : local governimient:
Licens es(10) | , 1 7 agefcies
Pre:Openingand |  $3,500 $7,500 Lump sum When you sign the: Vendors
Grand.Opéning' | leasé J
‘ Prg’mot’iopal
‘ E‘xpenses(‘l‘lr)
Professional Fees $500 $8,500. Asincurred | Asincurred Attorneys,
| (Legal, Accounting, accountants,.
| and Consulting) consultants
Business Peimits $500 | $3,000 | Asrequired Before-opening, " V.ar’i(ims\
| and Licenses l \ ‘ permitting and.
1 licensing offices
| of .the government
| Travel-Related. $500 $15,000 | As incurred As incurred. Third parties:
Expenses for
: Training
| Additional Funds $25,000 $50,000 | Asagreed | As incurred | Various payees
| (3 Months)1?)
| TOTAL $387,800 | $1,171,500
ESTIMATED:
INITIAL
: |
INVESTMENT (13)
Area Developer ~If'you purchase: multiple- Frost Gelato stores under an Area Developer Agreement, you will
incur all costs listed above for each Frost Gelato store that you open, except that you will not
| be required to pay an initial franchise fee, but will be required to pay -a development fee: as'
| explainied in Item.5.
Notes:

These estimated. initial expenses are our best estimate of the: costs you may incur in establishing. and
operating your Frost:Gelato store. We dornot offer direct orindirect financing for these;items. Our estimates
are based on our. experience, the experiénce of our affiliates, and our current requiréments for Frost'Gelato
franchises. The factors. underlymg our estimates may vary dépending on several variables, and the actual
investment you make in developing and opening, your Frost Gelato store may be greater or less than the
estimates given dependmg upon the location of 'your store and. current relevant market conditions. Your
costs ‘will dlso depend on factors such as how well you follow our methods and procediwres; your
management skills; your business expérience and capabilities; local economic conditions; the local market
for our products and services; the prevailing wage:rates; competition; and-sales levels reached during your
initial phase of business operations. All expenditures paid. to us or our affiliates are uniform and non-
refundable under any circumstances once: paid. The refundability of other amounts depends. upon your.
agreement with-the applicable supplier.or other party.
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1. Expenditures. All estimates in this Item 7 are based on new Frost Gelato store locations with a
building/premises size of approximately 1,300 to 1,900 square feet which is constructed within‘a 2
to 4 month period. Your costs -will behigher if you choose to open-a larger Frost Gelato store, or if
it takes longer to construct your Frost Gelato store. The: costs for fixtures, rent, and improvements.
will vary based.on the square footage, location, and other factors.

2. Initial Franchise Fee: Sée Item 5 for ‘additional information about your initial franchise fee. If you.
sign an Area Developer Agreement, the only additional initial cost that you will incur over the
purchase of a single:franchise:will be the Development Fee (which will result in.a'$57,500 inciease
if you sign-an Area Developer Agreement for three Frost Gelato:stores and a $120,000 increase for
if you sign an.Area Deyeloper Agreement: for five Frost Gelato stores) until you sign thie Franchise
Agreement for the additional Frost Gelato stores. Oneé you sign the Franchise Agreement for
additional Frost Gelato stores, you will begin'to incur the costs listed in this Item 7 (except for the
initial franchise fee). These costs may increase in the future depending on when you open the
additional Frost Gelato stores.

3. Architectural Désign Fee. If you are unable to.obtain local architectural designs based on our master
demgns that we approve, we:may charge a franchisee architectural design fee 0f up to $35,000 to
engage a third-party-vendor to perform local. architectural design services for you, The franchisee
architectural design fee is.non-refundable once paid..

4. Real Estate Leasing, If you do not own-:adequate space, you must lease:space:for your Frost Gelato
store. Generally, this will require that you pay the: first and the last month’s rent, plus a security
deposit, at the time you sign the Frost Gelato store lease. Frost Gelato stores are generally located
in upscale strip shopping:centers, suburban power centers, downtown locations, classy or upscale
business centers, office parks, and lifestyle centers outside shopping -areas. The typical size of a
Frost Gelato stofe is approximately 1,300 to 1,900 square féet. In most cases, the business terms
and conditions of all agreements relating to the purchase, lease; and alteration of the property will
be negotiated with our assistance or the assistance of our desxgnee We also require that you
incorporate certain legal provisions into your lease:

5. Leasehold Impfovernents/Construction. In most cases you will néed to alter the interior of your
Frost Gelato sore location: before yoii open your Frost Gelato store. The:costs will vary widely and
may be significantly hlgher than projected .in this. table, dependmg on factors such as property
location, labor and material costs, economic climate, prevailing interest rates and other financing
costs, the condition of the property, and the extent-of the alterations required. The estimates do not
include the costs of any necessary site development or site éngineering work, nor do they include
capitalized costs of rent.or other occiipancy:costs over either the life:of the ledse or the life:of your
investiment. In addition, these amounts do.not reflect costs:for’ the\,purcha_sc of unimproved land and
construction of a Frost Gelato store building, which also. would résult in a significantly greater
initial investment. These estimates assumie that the landlord will provide a shell space which, at a
minimum, iicludes concrete floors, demised walls, HVAC, roof, exhaust vent chaseway,
restrooms, flooring, software lighting, and utilities sufficient for a Frost Gelato store. You should.
investigate all of these.costs in the.area-where you wish to establish your Frost Gelato store.

6. Furniture and Fixtures. These amounts include costs for chairs, tables, restaurant small-wares,
TV/Stereo system, -office furniture, safe, window treatients, artwork/artifacts, menu boards,
ceiling fans, plants, computer hardware:and software, miscellaneous'decor itérns, and interior signs
required forthe.Frost Gelato store.
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10.

11.

12.

Equipment. This amount includes all equipment to make and display gelato, other frozen treats,
and ether products offered for sale from your Frost Gelato store. You'will be required to purchase

this equipment directly from us. These amounts also include computer- related costs for wireless

network equipment, computer hardware, wireless camera System; complete point-of-sale' (POS)
system, back of the house computer hardware, and all necessary guest check printets, credit card
“swipe/read” terminals, printers, and. modems: which you will be required to' purchase from our

approved supplier.

Signs: You must purchase our approved signs for'the exterior of ‘your Frost Gelato store. We will
provide you with the specifications that must be followed.

Opening Inventory and Supplies. We:estimate'that therange given will provide sufficient inventory
(food, beverages, and. disposables) for opening your Frost Gelato store. These amounts may vary
according to'your sales volume and. approved local: suppliers’ terms. Wereserve theright to change
the selection.of opening inventory at any time. Your initial supply requlrements will vary depending
upon the anticipated 'sales volume as well as current market prices. The required supplies will
include, non-brarided paper products, stickers and silverware, some of which you must purchase
directly from us or our affiliate.

Security and Utilities Deposits/Licenses. These amounts. include an estimated security deposit.
(equal. to one month’s rent) and utility deposits. The actual amount of these deposits will vary
depending on local landlord practices and other factors. These amounts also include the estimated
cost-of obtaining a.license or permit from a.state:agéncy to.sell food. Other permit and license fees
will also vary depending on location and whether applicable laws require the payment of
occupational or other taxes for the Frost Gelato store. Taxes.are not included. ’

Pre-Opening and Grand Opening Promotional Expenses. You must spend a minimum of $3,500,
but ‘you should plan to spend between $3,500-arid $7,500 on your pre-opening advcmsmg (atleast
30 days before the grand. opening -of your Frost Gelato store) and on your giatid opening. The
recommended. grand opening celebration should last at least one week.

Additional Funds. These amounts represent our estimate of the amount needed to cover your

expenses for the initial 3-month start-up phase of your Frost Gelato store. They include rent,
common area maintenance, insurance, property taxes, and other typical lease expenses; uniforms,
adininistrative, janitorial, maintenance, utilities, and raw ingredients for operation. These expenses
include payroll costs during the first three months of operation, but not any-draw. or salary for you.
These figures do not include standard pre-opening expenses, royalty fées, or brand fund
contributions payable under the/Franchise Agreement or debt service, and assume that none-of your
expenses are. offset by .any sales generated during the start- up phase. ‘'We: estimate the start-up
phase to be three months from the date your Frost Gelato store opens for business. These figures

are estimates, and we cannot guarantee that you will not have additional -expenses starting your.

Frost Gelato store. You must bear any deviation or escalation in costs from the. estimates that we
have given. Your costs will depend on factors suich as: how well you follow. our methods: and

procedures; your management skills, experience, and business acumen; local economic conditions;

the local market for your: products and services; the. prevailing wage rate; competition; the sales

level you.reach during the start-up period; and the size of your Frost Gelato store. Additional funds

for the.operation of your Frost Gelato:store will be'required afterthe first three months of operation

if sales produced by the Frost Gelato store are not sufficient to produce positive cash flow.
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13. Figures May"’ Vary, This is an estimate of your: initial startup expenses for one. Frost Gelato store.
'You should review these: figures carefully with a business advisor before making any decision to
purchase the Franchise:

N\

ITEM 8
RESTRICTIONS ON SOURCES OF PRODUCTS AND SERVICES

Standards and Specifications

To ensure that you mainfain the highest dégree of quality and service, you must operaté the: Frost
Gelato stof€ in strict conformity with the methods, standards, and specifications we list i in our proprietary
and confidential Frost ‘Gelato ‘Operations Manual as mandatory Our mantual may exist in various, parts,
locations, and formats, and may include:a combination.of audio, video, written rhaterial, eléctronic media,
'Websit'e c()‘ﬁte’nt and/or soﬁware components Yo‘u must not; (i) dev'ia'te from these methods, standa'rd's emd

Aadversely .on our marks or the systcm Our Frost Gelato Operatlons Manual states our standards
specifications, and guidelines for all products and services we require you to obtain in establishing and
operating'your Frost Gelato store.

We will notify you, of new or imodified standards, specifications, and guidelines through periodic
ameridments or supplements to the Frost Gelato Operations Manual -or through. written communication
(including electronic communication). We will issue copies of our standards and specifications to you and
approved :and proposed 'suppliers, uriless these standards and specifications contain our confidential
information. You must purchase, install, maintain in sufficient supply, and use, only fixtures, furnishings,

equipment, signs, and suppliesjthat conform'to the standards:and specifications described in the Frost Gelato
Opérations. Manual or otherwise:in writing.

specifl_e,d in‘the Frost Gelato Operatlons Manual or. othg_r written matcnals You. must not,dev1ate from these

standards .and specifications nor use or offér any non-conforming item or: differing amotiits of any item.

without obtaining our written consent first. You must:sell.and offer for sale only those menu items, products,
and services that we have expressly approved for sale in writing. We have exclusive control over all menu
items. You.must sell and offer for sale all products.and services required by us in the:manner and style we
require, inchiding the sale of pre-packaged food produicts. You mist discontinue sellmg and. offeéring for
sale. any items, products; and setvices we may- disapprove in writing at any time.

You must maintain and preserve for the time period specified in the Frost Gelato Operations
Manual, fall, complete, and accurate. books, records, and. accounts in accordance with the standard
accounting system described in the Frost Gelato Operatxons Manual or otherwise in writing. 'You must
retain for the entirety that you own the Frost Gelato store all books and records regarding the Frost Gelato
store, including daily sales reports, invoices, payroll records, customer lists, check stubs, sales tax records,
tax returns, cash receipts, disbursement Joumals and general ledgers.

‘You'must subniit to. us within 30 days of the end of each caléndar quarter, in.a format approved by
us, a profit and loss statement and balance sheet for the: preceding quarter. Additionally, you must, at your
own expense; submit to:us within 90 days of the.end of each fiscal year, in-a format approved by us, a-profit
and loss statemerit for that fiscal year and a balance sheet ‘as.of the last day of that fiscal year, including.all
adjustments necessary for fair presentation 6f the financial statements. You and an operating principal must
certify the financial statements to be true and correct.
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You must submit to us other periodic reports, forms, and records as specified, and in the. manner
and at'the time as specified in the:Frost Gelato Operations' Manual or as we otherwise require periodically
in writing.

You must use the.computer hardware and software, including'the POS system, that we periodically
designate to operate your Frost Gelato store. You must obtain the computer hardware, software licenses,
maintenance-and support services, and other related servicés that meet our specifications from the supphers
we specify. You must obtain the insurance coverage required under the Franchise Agreement. The
i"ns1ira‘nce company must be authorized'to do business.in: thestate where your FrOst ‘Gelato store is located
penodlcally change the amounts of coverage requxred under’ these insurance pohc1es and requlre dlfferent
or ;additional insurance. coverage at any time. All insurance policies must name us and any- affiliates we
designate as additional named insured parties.

Purchases from Approved Suppliers

You must purchase certain equipment, signage, initial inventory, materials, and supplies fromus in
establishing-and operating your Frost Gelato store, and we are the-only approved suppliér. of these: certain
items. We are currently the only approved supplier of the gelato base, initial inventory, and equipment
purchases. We are an.approved supplier of the:architectural design services.

. During our last fiscal year, we-derived $1,101,624.13 in revenue from the sale:or lease of products
or services, to franchisees in the United States. This revenue represents approximately 69.5% of our total
revenue of $1,585,265.23..

We or our affiliate may become an approved supplier of Frost Gelato branded serving products;
in¢cluding, among others, paper take-out products and Frost Gelato branded apparel, Frost Gelato gelato
flavor' syrups; and Frost Gelato bases, We or our affiliate currently charge a surcharge on products
purchased by franchisees which covers the costs we incur in selecting, packaging, and distributing these
products to you. We reserve the right to become an approved supplier (or appoint an affiliate-as an approved
supplier) of other goods and services in the future. Some of dur officers own an. interest in FGF, which is
an approved supplier. We and our affiliates may receive rebates from suppliers based on your purchase of
products and services, promotional allowances, volume discounts, and other payments.

You must purchase all products; equipment, supplies, and materials (including your POS system
and-computer system),.and other products-used or offered for sale at Frost Gelato stores only from approved
suppliers (including:manufacturers, wholésalers, and distributors). We estimate that approximately 75-80%
of purchases required to open. your store, and 75-80% of purchases required to operate your store, will be
from us or from other approved suppliers-and under our specifications.

You must use our designated or approved contractors and consultants to: design the layout, draw
the plans, submit permits on your behalf; and build out your store; Your account charts must'be in the form
that 'we require-as set forth in the Frost Gelato Operations Manual.

We may develop certain products for use in the Frost Gelato stores which are prepared from
confidential secret recipes and menu iteéms and that are our trade secrets. Because of the importance of
quality and uniformity of production and the significance of the use of the products in the Frost Gelato.
stores, we will require you to use only our proprietary recipe products and purchase these:-and other items.
solely from us or a-designated supplier.
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Y.ou must permit us and.our-agents, at any reasonable time; without prior notice to;you, to remove
a reasonable number of samples of food or non-food items from your invéstory or from your Frost Gelato
store, free of charge, for testing by us or by an independent laboratory; to determine; whether the samples
meet our then-current standards-and specifications. In addition to-any other remedies we may have, we may.
require you to pay:for the testing;if we'have:not previously approved the supplier of the item.

We do not haiVepnrchasing and distribution co-operatives as of the date this Franchise Disclosure
Document was'issued. However, we thay négotiate-purchase:arrangements with suppliers and distributors
of approved products for the benefit of our franchisees, and we reserve the right to receive rebates from
suppliers based on volume discounts from our purchase of products that we may resell to you or your
purchase of products and services, promotional allowances, volume discounts, and other payments. We do
not ptovide inaterial benefits, such as renewing or granting additional franchises to franchisees based on
their use of designated or approved suppliers. There are no caps-or limitations-on the maximum. rebates we
may receive from our suppliers.as the result of franchisee. purchases. During our last fiscal year, we did not
collect any rebates from our suppliers. One:of our suppliers occasionally provides us free samples that we
may use in Frost Gelato stores owned by-our affiliates.

Approval of New Suppliers

We may update the list-of approved suppliers in the Frost Gelato Operations Manual. If you desire
to have:a non-approved supplierof a product.orservice:designated as an approved supplier, you must submit
samples of the supplier’s products or services to us, along with a written statement describing why such
items, services, or suppliers shoiild be approved for use in the system. Weireserve-the right to charge a fee
to evaluate the proposed supplier. We do not make our suppliér specifications and standards generally
available to franchisees or suppliers. While we will be required to respond to a request within 60 days, we
generally respond to. a request for an additional approved supplier within seven (7) days. Our ‘written
approval must be received before you use products not purchased from an- approved supplier, We may
revoke our approval at any time 1f we determine, in our discretion, that the suppliér rio longer meets our
standards. When youreceive wriften niotice of a revocatxon, you must stop selling any disapproved products,
and stop purchasing from any disapproved supplier.

ITEM 9
FRANCHISEE’S OBLIGATIONS
Th'is tabl‘e lists your pi'inéipai obligations under the franchise agi‘e'emen’t and other

a\gjreements and in other items of this dlsclosure document

, .-Obiigaﬁbn “ Sectxon Tn Agreement ‘ Dlsclosu;:igoe%ment

a Site serlection"and:accid'istitjon/lee,s'e Sectlon 2:and Attachment A to Franchme Items 7 and 11

Agreement

b. Pre-opening purchase/lcases. Sections.6; 7 and 8 of Franchise: Agreement |Items'5, 7, 8 and, 11

c. Site devélopment and other pre-opening 'Sections:2 and S of Franchise Agreement  |Items 7,:8 and 11
requiféments ‘

d. Initial and ongoing training |Sections. 5 and 6 of Franchise Agreement  |Items 6 and 11
Opening Sections2 and 6 of Eranchise Agreément  |Items 7 and 11
Fees Sections:4 and 8 of Franchise Agreement;yand Itéms 5, 6 and 7

Section.3 of Area DeveloperAgreement
15
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s ) L ‘Section IrzAgre
T S T PR T L T 5
le. Compliance-with standards and Sectiogs 6,'7,8,9,10, 11.and 12 of anid 14
| policies/Erost:Gelato Operations Franchise Agreement
\ Manual |
|
h. Trademarks and proprietary information Sections 10'and I'1 of Ffanchise Agreement; |Items: 11,13 and 14
\ Section 10.0f Area.Developer Agréement \
\1 Restrictions on products/services offered Section 7 of Franchise Agreement. \ \Iitems:S and 16
j:  Warranty and.customer service requirements |Section 7 of Eranchise Agreement. }Item‘ 16
k. Territorial development and sales quotas. [Sectioti 2 arid. Attachment A to Franchise  |Item 12
‘Agreement; and Section 4 and Attachments |
A and B to Area Developer Agreement,
1. Ongoing product/service;purchases iSection 7 of Franchise Agreement Items:6-and §
m. Maintenance, appearance. and remodeling  |Section 7 of Franchise Agreement item 16
Tequiremerits i
n. JInsurance | Section 12 of Franchise Agreement Items.6,,7 .and8
0. Advertising Sections 7 and.8 of Franchise .Agreéinent Items 6, 7.and 'l
p. Indemnification Section 15 of Franchise Agreement; and Item 6
Section 14 of Area Developer Agreement:
q. ‘Owner’s participation/management/staffing  |Section 6-of Franchise. Agreement; ‘and Ttems 11 and 15
|Section 1 of Area Developer Agreement
t. Recordsand reports ’ |Sections:4 and 11 of Franchise Agreement |Itéms 6 and 8
s. Inspections and audits Sections 5, 7, and 11 of Franchise Iterns 6, 8 and 1.1
| Agreément
£ Transfer Section 14 of Franchise Agreement; and Items 6 and 17
Section 8 of Area Developer Agreement
u. Renewal Section 3 of Franchise Agréement: Ttems 6 and 17
|v. Post-termination obligations Section. 18 of Franchise Agreemierit; and, Items. 6 and 17
1 'Section 7 of Area Devéloper Agreement:
w. Non-competition covenants Section 10 and Attachment E to Fianchise  (Item 17
Agreement; and Section 11 to,Area
| Developer Agreement
%. Dispute resolution. i Section 19:of Franchise. Agreement; and +Items, 6. and 17
‘ Section 21 of Area Devéloper Agreement J
ly. Other: Owner's Agreement and Guarantyrand |Attachrent C.to Eranchise Agreement; Item &
Assuniption of Area Developer's Obligations |Attachmeént D to Area Developer Agreement,|

Notes:

1. Each individual who owns an inferest in a franchisee or an area developer that is a.busitiess entity
may be required to- sign an agreement to maintain confidentiality and not to compete and an
agreement guaranteeing all obligations of the “Franchisee” under ‘thé Franchise Agreement
(Attachmient C to the Franchise Agreement) or of the*“Area Developer” under the Area Dévéloper
Agreement (Attachment D to the.Area Developer Agreerient). '
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. ITEM10 .
FINANCING

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

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

Except as listed below, FGF is not required to providé you with any assistance..
Pre-Operiing Obligations

Before you open your Frost Gelato store, we (or our-designee)-will provide the: followmg assistance
and:services to you:

1. Designate your site selection area, authorized territory, and local area (See Franchise
Agreement, Section.5.2(a)).

2. Provide,.at our option, home-study materials (See.Franchise Agreement, Section 5:2(1)).

3. Provide site. selection. guidelines and criteria, and provide: site ,scl"ect_mn assistance to
determine an acceptable location for your Frost Gelato:store (See Franchise Agreement, ‘Section 5.2(b))

4. Review the lease for your Frost Gelato.store (See Franchise Agreement, Section 5.2(d)).

5. Lend you one copy of the: standards and specifications for the construction of a typical
Frost Gelato store, includinginterior and exterior design, layout, floor plans, signs, color décor, equipment,
and fixtures (See Franchlse Agreement, Section 5.2(€))..

6. Provide you with a preliminary design meefing, guidance, and assistance on submitting
permits, and provide copies of preliminary design plans for your Frost Gelato store site. This does not
include ‘payment of any government fees or architectural and engineering requirements or fees. If you are
unable to find.a local architect to which we consent, we may engage one on your behalf and charge you a
feefor such service (See Item'7 and Franchise Agreement, Section 5.2(e)).

7. Lend you or make available to you on our website, one copy of our confidential and
proprietary Frost Gelato Opérations Manual. Our Frost Gelato Operations Manual contains. approximately
168 pages. The. table of contents for the Frost Gelato Operations Manual is attachéd to this. Franchise
Disclosure Document as Exhibit D:(See Eranchise Agreement, Section 5.2(h)).

- 8  Provide a list of our authorized or designated suppliers, vendors, and contracters for the
buildout of your Frost Gelato store (as described in Section 7 of the Franchise. Agreement), as revised by .
us periodically (See Franchise Agreement, Section 5.2(f)).

9. Provide an initial training program in Tucson, Arizona or another location designated by
us for you, or if you are not an individual, your designated store manager or operating principal and one
other person (for a total of two individuals) before opening your Frost Gelato store. You must pay for all
travel-related expenses. There is no additional fee for this training if both attendees attend at the same time
(See Ttem 7 and Franchise. Agréement, Section 5.2(j)).
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10. Conduct a pre-opening inspection and provide pre-opening assistance of the type we
determine (See Franchise Agreement, Section 5.2(g)).

1L Provide a‘company representative to:attend your-grand opening (See Franchise Agreement,
Section 5.2(k)).
12.  Provide the initial marketing materials for use in:advertising and promotional programs for

your Frost'Gelato store (See Franchise Agreement, Section 5.2(n)). You will pay no additional fee for this.
service (See Item 7).

13. Provide an iriitial set of branded supplies, which may include: branded paper products,
menus, uniforms, and gift.cards (See Item 7 and Eranchise Agreement, Section 5.2(0)):

14. Provide consultation regarding: selection and installation of the computer system (See
Franchise Agréément, Section 5.2(m)).

15, Provide assistance with establishing and using administrative, bookkeeping, accounting,
and inventory control procedures (See Franchise Agreement, Section 5.3).

16. If you sign dan Aread Developer Agreement, we' w_ill designate your development terﬁtory
and development schedule within which you may develop a specified number of Frost Gelato stores (See
Area Developer Agreement, Section 4). -

Except as listed above, we are:not required.to provide any: other service or-assistance to you before
the-opening of yourErost ‘Gelato store:.

Site Selection

You must select the site:for your Frost:Gelato store, subject'to our:approval. You.may not relocate
your Frost Gelato store without our prior written consent. Before leasing or purchasing the site for your
Frost Gelato store, you must submit to us, in the form we specify, a description of the site; with other
information and materials we may reasonably require, including a letter of intent or other evidence that
confirms your favorable prospects for obtaining the site no laterthan 90 days. after the mutual execufion of
the Eranchise Agreement. If you fail to do so, we may terminate the Franchise Agreemert. We will have
ten days after' we receive the information and materials; to evaluate the proposed site. If we approve your
site, you must purchase orlease, at your expense; the site for the Frost Gelato store within 30 days after our
evaluation. If we disapprove of the proposed site, you must select another site, subject to our consent. If we
do not provide you with.approval for your alternate site, we may extend your opening deadline while you
continue to look for -another alternate site or we may terminate the Franchisé Agréement. We may also
extend the construction period of your Frost:Gelato storeto accommodate delays in.selecting and obtaining
our approval of a site:or alternate site.

You must submit for review and approval any sale or lease contract before you sign it (See Item
8). We will have ten days affer we receive the:sale or lease-contract to provide our approval or disapproval.

You must purchase or'lease, at yourexpense, the site for. your Frost Gelato store, obtain permit and
zoning approval, and comply with all other state and local requirements for the sité, and build out the site
within 12 months after receipt of our approval. We do not typically own the premises -and lease them to
you.
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We will consult with you on our curferit site selection guidelines and provide other site selection
counseling; as we deem advisable. Our consent to the site;may be based on market and real estate analysis
of the site and reports: containing demographxc information for the site, or other criteria we deem
appropriate. Although we will consult with you on your site and require your site be: subject to our final
authorization, you have the’ ultimate. responsibility in choosing, obtaining, and.developing the site for your
Frost Gelato store. Our consultation and approval is not a promise or guarantee that the Frost Gelato store
operated at your'site will be successful. 7

If you and we.cannot agree on a site; the.Franchise Agreement will be terminated and no fees will
berefunded.

Approval of Lease oF Purchase Agreement

We must approve the lease or purchase agreement for your'site'in writing before you sign.any lease
agreement - or purchase agreement for your Frost Gelato, store. Any lease:for your Erost Gelato store will, at
our option: (a) provide for notice to us of, and our right'to-cure, your-default under any lease or sublease;
(b) provide for your right to assign your interest under any lease or sublease to us without the lessor’s ‘or
'suiblessor’s cotsent; (c) include a right to reassign to us or our designee without the lessor’s consent; (d)
provide that the premises; shall be used exclusively for the operation of the Frost-Gelato store; (€) provide
that the lessor consents to the use:of the marks and signs, decor, color scheme;, and related components of
the system as we:may prescribe for the Frost Gelato store; (f) provide that you may not sublease or assign
all or any part of your occupancy rights, or extend the term of or'renew the lease without our prior written
consent; (g) provide that you and lessor shall not amend or otherwise modify the lease in any manner that
would materially affect any of these requlrements without our prior written consent; (h) provide that the
lessor acknowledges-and agrees that dny furiiture, fixtures, equipment, or personal property maintained by
you .on, the premises, whether leased or owned by you, are not the: property of lessor; and shall be subject
to our purchase option provided for in the: Area Developer Agreement or in the Franchise Agreement for
the:Frost Gelato store'in the event of your default under the:lease; the Area Developer Agreemient, or the
Franchise Agreement, and may be removed at expiratibh ortérmination of the lease, so.long as:such removal
is:accomplished without damage:to the premises; and. (i) any other reasonable terms that we may require.
Any lease submitted for our review must.contain a rider to the lease, prepared by us, that is signed by you,
by us, and by the lessor: This rider is attached to the-Franchise Agreement as Attachment B. The rider as
written satisfies all the above conditions.

You.must deliver a copy of thesigried lease or sublease or purchase agreement to us within 15 days
of signing. You must also agree that you will not sign or agree to any modification of'the lease or sublease
without our prior written consent.

‘You must utilize our master architectural designs for your Frost Gelato. store. You must utilize a
local architect and general contractor to whom we have .consented to conforim our genera) designs to your
Frost Gelato store. We may charge:a franchisee architectural design fee of up to $35,000 to engage third-
party vendors to perform local architectural design services for you if jou are not able to find -a local
architect'to-whom we consent. '

All leasehold improvements must comply-with our plans and specifications. You must comply with
all applicable ordinances, building codes, and permit requitements, and with lease requirements. and
restrictions. You must submit construction plans or build-out plans-and specifications to us:for our: ‘approval,
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before construction .of your Frest Gelato store begins, and you must submit all revised plans and
specifications to us for our approval diring construction.

Schedule for Opening
The'typical length of time between signing the Franchise Agreement and the:opening'of the Frost.

Gelato store can vary from four to nine months. You must-schedule the opening of your Frost Gelato store
within 365 days after sighing the.Franchise Agreement, unless you-obtain a written extension of this time.

period from us. You are required to follow our pre-opening construction requirements, as contained in the’

Frost Gelato Operations Manual, which currently include a requirement that you send us weekly
photographs of the progress of the buildout of your Frost Gelato store: If you fail tomeet these: requirements,
you will.delay the opening of your Frost Gelato store.

Failure: to open 'your Frost Gelato store:within this 365-day window is a miaterial breach of the
Franchise Agreement, which provides us with the right to terminatethe Franchise Agreément. Some factors
which may affect this timing are your:ability-to acquire a location through lease or- purchase negotiations,
your -ability- to secure any necessary financing, your ability to comply with local zoning and other
ordinances, your ability to obtain customized architectural plans and any necessary permits and
certifications, the timing of the delivery of equipment, tools, and inventory, and the time to convert,
renovate, or build out your Frost Gelato store. You must comply with all ordinances, building codes, .and
permit requirements, and with any lease requirements and restrictions. You are required to have your
contractor present during our onsite visit prior'to the opening of your Frost Gelato store.

You must order your fixtures, non-perishable inventory, and computer system before your Frost
Gelato store is schéduled to.open, and have these.items delivered at léast.three to four weeks before the date
your Frost Gelato:store is scheduled to open.

You may not open your Frost Gelato store until: (1) you have fulfilled all of your pre-opening
obligations; (2) you have.completed the initial training program to-our satisfaction; (3) pre-opening training
of personne] has been completed to our satisfaction; (4) all amouurits due to us have been paid; (5) we:have
been furnished with copies of all insurance policies and certificates requ1red by the Franchise Agreement,
or other doctimentation of insurance coverage.and payment of premiums we request; (6) you netify us that
all approvals and conditions set forth.in the Franchise Agreement have been met; (7) you have received.all
tequired permits and licenses; and (8) you have: ordered, received, and installed your fixtures, equipment,
furniture; computer system, supplies, inventory, and related materials. You must be prepared to open and

operate your Frost Gelato store immediately after we:state that your Frost Gelato store is ready for-opening.

Continuing Obligatioris

During the operation of your:Frost Gelato store; we (or our designee) will provide the. following
assistance.and services to you;

1. Make a representative reasonably available to you on the telephone, or via e-mail during
our Aregular business. hours, as'we.determine is necessary, to, discuss your operational and marketing issues
(See Franchise Agreement, Section 5.3(a)).

2. Provide guidance on advertising, marketing, hiring techniques, and pricing, and develop
advertising and promotional materials for use in marketing aiid conducting local advertising for your Frost
Gelato store (See Franchise Agreement, Section 5.3(c)).
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3. Provide you, in dur sole discretion, with advertising matefials. We may charge you for
. these advertising materials (See Franchise Agréement, Section 5.3(b)).

4, Inform you of mandatory standards, specifications, and procedures: for the operation of
your Frost Gelato:store, as described in Item 8 (See Franchise Agreement, Section 5.3(f)).

S. Maintain the brand. fund. We: may dissolve the brand fund upon written notice (See
Franchise Agreement, Section 5.3(e)).

6. Establish local advertising cooperatives and, at our discretion, placement of a'yellow pages
and other business listings at yourcost, or the cost of any applicable cooperative (See Franchise Agreement,
Section 5.3(d)).

‘We.are not required to provide-any other service or:assistancé to you for the continuing operation
of your Frost Gelato'store. We reserve the right, in our discretion, to delegate some or all of our pre- opening
and continuing obligations under the Franchise Agreement to an affiliate or third party representative. These

obligations may include initial and ongoing training; site selection assistance, inspections, and operations
support.

Optional Assistance.

During the term of the Franchise Agreement, we (or our designee) may, but are not required to,
provide the following assistance and services'to you;

1. Modify, update, or change the system, including'the adoption and use of new or modified
trade names, trademarks, service marks, or copyrighted materials, new products, new equipment, or new
techniques.

2. Make periodic visits to your Frost.Gelato store for the purpose of assisting in all aspéects of
the operation and management of 'your Erost Gelato store, prepare ‘written reports concerning these visits
outlinihg any suggested changes or improvements in the operation of your Frost:Gelato store, and:detailing
any problems in'the operations- ‘which become evident.as a result of any-visit. If provided at your request,
you must reimburse: our expénses and pay our then-current training charges.

3. A representative of ours may, at ‘our sole discretion, provide additional assistance or
remedial training. If we provide additional assistance at your request or remedial training in ourdiscretion,
we.may-charge you a fee. If we provide additional assistance, we must agree in advance on'the charges you
will pay-and the length of the'visit. Whether there are: additional, charges and the charge:amount will depend
on the nature of the services, the assistance required; and the experience level of the trainee. If we provide
additional training to you for newly-hired personnel, refresher training courses, and additional training or
assistance.that, in our discretion, you need or réquest, you must pay us a fee in the amount set by us, which
as of the date this Franchise Disclosure Document was issued is $1,000 per 'additional person for initial
training, and $1,000 per attendee per day: for additional training, plus costs and expenses (See Item 6 and.
Franchise Agreement, Section. 5.3(g)).

4. Hold periodic:national, regional, or local workshops and seminars to discuss business-and
operational issues affecting Frost Gelato franchisees (See Franchise Agreement, Section 5.3(h)).
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Advertising
Brand Fund

We have a brand fund to adVertiSe the Frost Gela‘to ‘system on a nat‘iOnal basis. You mus’t pay a
based on’ the gross sales you generated in the prev1ous rcportmg period.. We reserve the rrght to mcrease.
your-contribution to 4% by decreasing your local advertising expense requirement upon written notice: to
you., The brand; find contribution'will be posted to'the brand fund. 'We do net maintain the brand fund ina
separate bank account. The brand fund will be: administered by us, or one of our affiliates or designees,
and we may use:a professional advertising-agency or media buyer to assist us.

Your contribution to the brand fund-will be in.addition to all other advertising fees. Each ftanchisee
will be required to contribuite to the brand fund but certain franchisees may contribute on a different basis
dependmg on when they signed the Franchise Agreement. Qutlets owned by out affiliates. may contribute
to the brand fund on the:samebasis as franchisees; but they are not required to do-so.

‘e will yse the brand fund to conduct advertising for the franchise system, We have complete
discretion on how the brand fund will be-utilized. We may use the brand fiind for local, regional or national
marketing, advertising, sales ‘promotion and promotional.materials, public and.consumer relations, website
development and search engine-optimization, the development: of technology for the system and any other
purpose to promote the Frost Gelato store brand. We may reimburse ourselves, our authorized
representatives:or our affiliates fromthe brand fund for administrative costs, independent audits, reasonable
accounting, bookkeeping, reporting, legal expenses, taxes, and all other reasondble direct or indirect
expenses that may be incurred by us or our authorized representatives and associated with the programs
funded by the brand fund. We do not guaranitee that advertising expenditures from the brand fund will
benefit you or any other franchisee directly, on a pro rata basis, or at.all. We are not obligated to spend.any
amount on advertising in the: geographrcal area where you are or will be located. We -will.not use the brand
fiind contributions for advertising that is principally a:solicitation for the sale of franchises, but we reserve
the right to include a notation in any advertisement indicating “Franchises Available” or similar phrasing

or include information regarding acquiring a franchise on or as a part of materials and items. produced by
or for the brand fund.

We assume no fiduciary duty to you or othier direct or indirect liability or obligation to collect
amounts due to the brand fiind or to maintain, direct, or administer the brand fund. Any unused funds in
any calendar year will be applied to the following year’s funds, and we reserye the right to contribute or
loan additional fufids to the.brand fund on anyterms we:deem reasonable.

The brand fund is not audited. We will provide an annual accounting for the brand fund that shows
how the brand fund proceeds have been spent for the previous year upon writteii request. We began

collecting'brand fund contributions in 2017.

During the fiscal year ended December 31,2017, the brand fund was spent as follows:

Category 2017 Expenses. "~ Percent of Total 2017 Expenses
Production $.43,480.74 ‘ 88%
Media Placement : $0 ‘ 0%
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Category 2017 Expenses Percent of Total 2017 Expenses
Administrative Expenses $3,50000 %
Other $2,438.18 5%
Total ‘ $49,418.92 100%
Local Advertising | ‘

In addition to the brand fund contributions, we:require that you continue to spend 2% of'gross sales
each month on local advertlsmg unfil a local advertising cooperative is formed, at ‘which point your
expenditure:may-decrease to a minimum local advertising expense of 'one:pércent of gross sales, If you fail
to spend the minimum local advertising expense, you.must pay the difference to us, or if established, to'the
brand fund: The minimum local advertising expense will be:used for local advertising, to be selected and
placed by you, within the appropriate boundaries of a local area that we detérmine. The minimum local
advertising expense is reserved only for marketing, promotions, and advertising of your Frost Gelato store.
You may net advertise outside your local area without our consent. You must provide us with monthly
reports showing your minimum local advertising .expense.

All advertising,and promotions you use:must be:conducted in.a dignified manner-and must conform
* to the standards and requirements that we state in the:Frost Gelato Operations Manual or otherwise. You
‘must submit in writing at least 60 days prior, and obtain our conserit by, all advertising and promotional
plans and materials before your use of them if the plans and materials have not been prepared by ‘us or
previously approved by us during the last six months. We will review your request and we will respond in
writing ‘within teni days frof the date we receive all requested information. Our failure:to notify you in the
specified time frame will be:deemed a:disapproval of your request. You may not use any unapproved plans
or materials: You must promptly discontinue use of any advertising or prometional plans or materials,
whether or not previously approved, on notice from us. All use of logos, marks, and other name
identification :materials must follow our approved.standards. You may not use our'logos, marks, and other
name identification materials on items to be sold or services to be provided without our ‘prior, written
approval. If we:approve of promotional items or services that will be.sold in your Frost Gelato store; those
items or services must be in your gross sales, and will be subject to. royalty fees and the local advertising,
requirement. If you use unauthorized advertising materials, you must pay an unauthorized adyertising fee
of $500 per occurrence to us. We reserve the right to require all. franchisees to use an advertxsmg agency’
that we designate. We reserve the right to direct 'your local advertising, and must approve all local
advertising agencies you use. You must submit in writing all local advertising agencies. you intend to use.
Wewill riotify you of our approval or disapproval within ten business days,

You agree, at your sole cost and. expense, to issue -and offer 'such rebates, giveaways, and other
promotions in accordance with advertising programs established by us, and further agree to honer the
rebates, giveaways, and other promotions issued by other Frost:Gelato franchisees under any'such program,
so long as such-compliance does not contravene.any applicable law, rule, orregulation. You will not create
" or issue any gift cards and certificates and will only sell, gift cards and ‘certiﬁcétes‘\that‘haye been issued or
sponsored by us and which are accepted at all Frost Gelato stores, and you will not issue coupons or
discounts of any type except as-approved by us. '

Local Advertising Cooperative

We also may designate any geographic area in which two or more Frost Gelato stores are located
as a region for establishing a local advertising cooperative. The members of the local advertising
23
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cooperativefor any area will consist.of all Frost Gelato stores, whether franchised.or operated by us or our
affiliates. We will determine in advance how each local advertising cooperative will be organized and
governed and when it' must start operation. Each local advertising-cooperative:will be organized for the sole.
purpose of administering advertising programs and :developing, subject: to our approval, promotional
materials for use by the members in the local advertising cooperative. If:a local advertising cooperafive:has
been established for a geographic: area. where your Frost Gelato store is located when the. Franchise
Agreement is signed, or if any local advertising cooperative is established during the term of the Franchise
Agreement, jou must become.a. member of the local advertising cooperative and abide by the rules of the
local advertising cooperative. We reéserve the right to form, change, dissolve, or'metrge any local advertising
cooperative.

If we establish a local ‘advertising cooperative for your area, you must contribute ‘to the 16eal
advertising cooperative the amounts required by its governing documents, which we will prepare. Your
contribution to the local advertising cooperative will not be: less than one percért of gross sales. Your
contributions to the local advertising cooperative, if'any, may be credited against your minimuin local
advertising expense obligation, up to two percent. Your total contributions to the local ‘advertising
cooperative and minimum local advertising expense will not exceed seven percerit of your gross sales-unless
the'members:of-the local advertising cooperative vote torincrease the amount the:menibers contribuite to:the
local advertising cooperative. In.no event will your local advertising coopérative contribution be more than
six percent of your gross sales. You must pay these increased contributions even if you.vote against the
increase. All contributions to the local advertising cooperative will be maintained and administered per the
documents goveming the local advertising cooperative. The local advertising cooperative will be operated
solely as a conduit for collecting and spending cooperative: fees for'the purposes outlined above: The local
advertising cooperative may not use any advertising, or' promotional plans. or materials or any local
advertising agency witheut our prior approval. Additionally, we reserve. the right to take control of local
advertising cooperative funds.

The.amount of contribution to the local advertising cooperative will be:determined by the members
of the local advertising cooperative, subject to our approval. Each membéer will have one vote for each Frost
Gelato store operated by the member within the geographlc area, subject. to the local advertising
cooperative. Each local advertising' cooperative will have to prepare.an annual financial statement reporting
its expenditures for the previous year to its members. If a local advertising cooperative is established, the
‘governing documents will be available for review by members of such cooperative upon request:

Grand Opening Advertising

‘You must'spend a minimum of $3,500, and we recommend you.spend up to:$7,500, on-pre-opetiing
advertising at least 30 days before the grand.opening of your Frost Gelato store.

Marketing Resources, Pre-Approvals for Marketing Materials, and Internet Marketing

All advertising and promotional materials, signs, decorations, paper-goods. (including menus and
all forms and stationery‘used in your Frost Gelato store) and other items we designate must bear the marks
(See Item 13)in the form, color, location:and manner we:prescribe. You may not use our logos, marks,.and
other name identification materials on items to beisold or: products to be provided without our prior writter,
approval. If we approve of promotional items or products that will be sold in your'Frost Gelato store, those-
items must be included in your regular'sales and will be:subject to royalty fees, minimum local advertising
expense, brand fund contribution, and local advertising: cooperative contribution, if any.

Costs and-expenditures'you incur-for-any of the following will not be:included.in your expendltures
towards.the minimum local advertising expense, unless. approved.in advance by us in writing:
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1. Salaries and expensés of any of your employees, including salaries or expenses for
attendance-at advertising meetings or. activities.

2. In-store materials consisting of fixtures or equipment.
3 Seminar-and educational costs.and expenses of your employees.

» Except. as described above, we are not obligated to spend. any- amount on advertising in the area
where your Frost Gelato store is located.

‘We retain the sole right to market on the Internet, including ‘all use of websites, domain names,
URL?’s, linking, advertising, and co-branding arrangements. You may not independently market on the:
Internet, or use any dofnain name, address, locator, link; metatag, or search technique, with words or
symboels similar to the'marks. We iritend any*franchisee website be accessed -only through 'our home page.
Youwill provide us content for-our Internet marketing: We retain the right to approve any linking or other
use of our website.

Advisory Council

We currently do not have, but may form, an advisory -council to advise us on advertising policies.
Members of the advisory council would consist of both franchisees.and corporateirepresentatives. Members
of the:advisory‘council would be selected by way of a voting method specified in'the council’s bylaws. The
advisory council would be governed by ‘bylaws. The purpose of the advisory council would be to provide
input regarding the brand fund and to promote communications between us and all franchisees. The
advisory council would serve in an advisory capacity only. We will have the power to form, change, or
dissolve the:advisory council, ifi our sole discretion.

Computer Equipment.and Software

You are required to purchase or lease, and maintain and use, only such Gomputers, hardware,
software, including specially customized point-of-sale (POS) software; web technologies or applications,
required dedicated Internet access, modems, printers, and other related accessories:or penpheral equipment,
including an electronic touch-screen cash register, «credit card processor, and back office system, and
methods of operation as we specify in the Frost Gelato Operations Manual or otherwise in writing. You
must ‘use any credit card vendors and accept all credlt cards and debit. cards that we determmc The term

such:as near field conmmmcatlon vendors (for example “Apple Pay and’ “Google Wallet”) The«vcomputer
system will haverthe capacity to electronically exchange information, miessages, and other data with other
computers; by such means (including, but not limited to, the Internet) and using such protocols as we may
reasonably prescnbe iri the Frost Gelato Operatlons Manual or-otherwise in writing. You must keep your
computer system in.good maintenarice arid repair and, at your expense;, promptly make:anyiand all additions,

changgs, modifications, substitutions, and/or replacements to your computer system as we direct. You will
pay any and all, annual or otherwise, software fees or other fees as required by our approved suppliers to
inaintain yourcomputer system and software. You acknowledge and agree that our suppliers have the right
to increase or decrease. the 'software fees at any time, in their sole discretion, upon written notice'to you.

You further acknowledge and -agree that we reserve the right to change our approved suppliers, including
any software suppliers, at any time and in our sole discretion. You may not alter yotur computer system or
use alternative software or suppliers of technology without our:prior written approval. If you aré in default
of any obligations under the Franchise Agreement, we may, in addition to any-other remedy we may have
under the Franchise Agreement, temporarily inhibit your access to all or part of thé computer system,

including POS software, until you havercured such default,completely.
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We estimate the cost of purchasing the comiputer system, electronic cash register, POS software,
and specially customized software will range from '$5,000 to $14,000. This amount does not include the
software license fee. Theicost'to upgrade the hardware and maintain or upgrade the:softwareof the computer
system depends on.the'needs of the:system, and technological developments, none of which we can predict
at this time and are therefore subject to change. You may be required to upgrade your computer hardware
approximately every two to threeyears due to improvements in the software, advances in technology, and
memory, requirements. There is no limitation on the frequency or cost of this obligation. If we change the
menu items; we will update your: proprletary software program. Other than that, neither wemnor any affiliate
or, third pany vendor have any ongoing obligation to provide ongoing maintenarnce, repairs, upgrades, or.
updates to your electronic cash register or computér system. You must obtain your own technical support
for the computer, system. Coinputer systems in general are vulnerable in varying degrees to computer
viruses, bugs, power disruptions, communication line disruptions, Internet.access failures, Internet content
failutes, date-related problems, and attacks by hackers afid other unavthorized intruders. We have taken
reasonable: steps fo prevent thése types of online problems from materially affecting you. We do not
guarantee that information or communication systems we:or others supply will not.be vulnerable to online
‘problems. It is your résponsibility to protect yourself from onlinie problems. You should also.take reasonable
steps.to verify that your suppliers; lenders, landlords, customers, and governmental agenciés on which you
rely have reasonable protection from online problems: This may include+securing your systems (including
firewalls, password protection, and anti-virus systems), and to-provide backup systems.

We (or our designee) have the right to. independently access the electronic information and data
relating to your Frost Gelato store, and te. collect and use your -electronic information, and data in any
~ mannet; includirig-to promote the system and the sale.of Frost Gelato.franchises. This may include posting
financial information of each franchisee on an intranet website. There is no contractual limitation on .our
right to-receive;or use information through our-proprietary data management.and intranet system. We may
agcess the electronic information and data from your computer systemremotely,in your Frost Gelato store,
or from otherlocations.,

Training
Anitigl Training

At least. 10 to 12 weeks before you open your Frost Gelato store, you. or your désignated store
manager or operating principal.must attend and.successfully complete to:our satisfaction-our initial training
program. We provide initial training at no charge for up to tworpeople. There is no set schedule for the
initiall training; program. Each initial training;program will be scheduled'based onthetiming of the franchise
sales. We will provide training materials for our initial training program for those persons listed above,
which. is included in the initial franchise fee. There is no tuition cost for'the persons listed above, but you
must, pay for all travel-related costs for attendees, travel-related costs: to send our trainér to your location,
and all other expenses incurred by your attendees.

At yourréquest, we will provide-all or part of the initial training program toithe:additional jpersonnel
you demgnate subject to space availability in our regularly scheduled training classes and/or availability of
our training personnel. You will pay us; before the date the initial training program is scheduled to begin
our then-current fee which is $1,000 per additional person as of the date this. Franchise Disclosure
Document was issued. You are also responsible for travel, lodging, meals, and other-experises incurred by
the additional attendees. ‘

If the designated store manager or operating principal is replaced, you must designate a new
designated store manager or opetating principal who must successfully complete to our satisfaction our
initjal training program within 45 days after ‘the tefmination of the initial designated store manager or
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operating principal, unless we do not hold an initial training program during that 45-day. period, in which
casethereplacement designated store manager or operating princifial must attend and successfully complete:
to our satisfaction the first available:initial training program held by us. Y.ou may be charged a training fee-
for a replacement'designated store manager or operating principal for our then-current fee 'which is $1,000
as of the date this Franchise Disclosure Document was issued, plus. the costs of airfare, ground
transportation, lodging, meals, and the designated store manager’s or the operating principal’s salary and
benefits.

We can charge:a training fee and to be.reimbursed for all travel expenses.incurred for any additional
or'remedial training programs we provide. This fee will include:the cost of travel, lodging, and meals of
our representatives if on-site-additional or:remedial training is provided. Y¥ou also will be responsible for
all expenses you and your trainees incur for any training program, including the costs of travel, lodging,
meals; and wages.

We plan to provide the training listed in the table below. The houts presented for each subject are
estimates'and may change.

TRAINING PROGRAM
- A C]assroom‘ N Qh—:lhq—“]db Tl
“ Welcome 0 4 | Tucson, Arizona or anotherlocation
we designate
‘ ‘
| Responsibility and Accountability ] 0 10 | Tucson,, Arizona and your Frost.
: : Gelato store or another location we
des1gnate
| Salesroom Specifics ‘ 0 16 ‘Tucson Arizona and! your Frost
‘ Gelato store-or another location we
Fl‘esignate‘
Knowing the Product 0 40 [ucson, Arizona and your Frost
\ ‘ Gelato storetor another location we:
‘ iesignate
Product Display 0 30 Tucson, Arizona and 'your Frost
| Gelato store or another location wé
! | (designate
The Sales Floor, 0 7 40 [Tucson, Arizonaand your Frost
! Gelato store or another location we
designate.
| The Kitchen ' 0 | 20 “[Tucson, Arizona and.your Frost:
| . Gelato store or another location we
Mesignate
‘Making Frost Gelato 0 ‘ 40. " [Tucson, Afizona,and. ‘your Frost
IGelato store or another location we
designate
Sanitation 0 10 [Tugcson, Arizona and your Frost
Gelato store or another location we
designate:
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[ o ‘Hous of .- - Hours.of - iw
Voroes 20 - “Classroom' ‘Onithe-Job ~
e Sove - :Training~ Training, - |00 - 0 -
| Maisitenance 0 5 Tucson, Arizona and your Frost
Gelato store.or another location we
) designate
Frost Equipment | 0 5 Tucson, Arizona and your Frost
| Gelato store:or another location We
designate
Management 0 60 [Tucson, Arizona and’your Frost
'\ ‘ Gelato store:or another location we
designate
" Serving Frost Products. ' 0 ) 20 Tucson, Arizona and-your-Frost.
1 \Gelato store:or another. location we
\ designate
["Total 0 Hours 300 Hours i
Notes:.
1. The training subjects may vary, and the training;may be less'than the'times indicated abowve,,

depending on the number and experience of the attendees. The instruction materials used in our mltxal
training prograrmi consist of one or more manuals covering standard operating procedures, management,
menu, and products equipment, s’ecurity and.loss prevention ﬁnancial management front ‘and back of the

and wdeos to supplement these' materlals.and the Frost Gclato Operatlons. Ma.nual.

2. The initial training program and other ongoing training' will be conducted, by training
personnel under the direction of Stephen Ochoa and Jeff Kaiserman. Mr. Ochoa and Mr. Kaiserman have
been in the food services business operating:businesses similar to thetypebeing offered under this franchise
for over 11 years. Mr. Ochoa and Mr. Kaiserman have both been with FGF ‘since-our inception in January
2010. We may change or substitute training personnel as necessary, and we may delegate our duties and
share our responsibilities with regard to training. The training may be less than the times indicated .above
depending:on the number and. experience of the attendees.

3. ‘Other instructors will include experienced Frost Gelato store managers and assistant
managers.

4. We may also utilize:home-study as a methodof supplemental training.

5. We reserve the right, in our sole discretion, to provide additional on-site training at your

Frost Gelato store:
Ongoing Training

We may. present. seminars, conventions, or continuing, development programs for the benefit of
franchisees. Your attendance at:most of these seminars is voluntary. However, you or your designated store
manager or operating principal must attend any mandatory seminar, convention; or program we may offer.
We estimate this mandatery seminar, convention, or program will be not more than one time per year at a
location we determine. We will giveyou at least 30 days’ prior written notice of any seminar; convention,
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or program which is considered mandatory. You are responsible for your travel and living expenses incurred
in attending -any mandatory or voluntary seminar or convention, arnd training fees at our then-current
published rate.

From time totime, we may require that you, your designated store manager, operating; principal,
and other employees attend system-wide refresher or additional training courses. Some: of these courses
may be optional, while.others'may be:required. If you appoint a new: designated store manager, that person
‘must attend and successfully compleéte our-initial training program before assuming responsibility for the
management of your Frost Gelato store, If we conduct an inspection of your Frost Gelato store and
determine you are not operating in compliance with the. Franchise Agreemeiit, we may require that you
attend remedial training that addresses your operational deficiencies. You may also request that we provide
additional traininig (either:at corporate headquarters or:at your Frost Gelato: store).

ITEM 12
TERRITORY

Wewill designate a geographic area in which-a site will be located for your Frost Gelato store and
your territory will be determined. The geographic area is a general geographic area designated solely 1o
select a proposed siiitable general location and territory for'the Frost Gelato store, and does not. give you

any exclusive rights to the geographic area nor imply any other territorial rights either before or after
execution of a Franchise Agreement..

The Franchise Agreement for your Frost Gelato store grants you a. territory based on the
demographics and other characteristics of the geographic area-; including population density, average
income, and other characteristics of the surrounding area, natural boundaries, extent of competition, and
the amount and size of urban, suburban, and rural areas within the geographl,c area. Your territory is not
dependent upon salés volume or market penetration. '

We will use commetcially reasonable efforts to grant only ene license to a franchisee forany area
with a population of approximately 100,000 households in the designated geographical location. The
population statistics used in determmmg your territory will be based on numbers derived from the current
United States Census report and supplemented with other information available and other population
statistical sources of our choosing to. determine populations. In certain densely populated metropolitan
areas, an authorized ferritory may be small if it hasa high population density, while franchisees operating
in less densely populated. urban areas may have significantly larger ‘areas. You are not prohibited from
directly marketing to or soliciting customers whose principal residence is outside of your territory. You
may provide services and sell products to customers.located-outside of your territory- provided that you.may
not: (a) sell products or services outside your Frost Gelato store; (b) may not sell products or services in
another franchisee’s authorized territory, and (c) follow any: off-site policies and procedures in our Frost
Gelato- Qperatlons Manual. You may engage -only in the retail sale of the products and services, and may
not engage in the wholesale sale or distribution of any other product offered for sale through the Frost
Gelato store, unless we provide you with written authorization.

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

The specific site or address of your Frost Gelato store is your approved franchise location, which
will be located in your geographic area. You may operate the Frost Gelato store only at the approved
franchise lpcation'within your'territory: The approved franchise location for your store will be listed in the:
Franchise Agreement. If you have not identified an approved franchise location forthe store whenyou sign
the Eranchise Agreement, as is typically the case, you and'we will agreeon the approved franchise location.
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in writing -and amend the Franchise: Agreement: after you select and we approve the approved franchise
location. Although we may assist you in selecting a location for your store, you are solely responsible: for
selecting the-approved. frarichise location and negotiating the lease or'purchase term. You are not guaranteed
any specific approved franchise location, and 'you may not be able to obtain your top choice as. your
approved franchise.location. If the'lease for your store expires. or is terminated without your fault, or if the
site for the store i$ destroyed, condemned, or otherwise rendered unusable, we will allow you to relocate
the Frost Gelato store to a new site acceptable to us, provided you will be: required to pay us a relocation
fee of $5,000. Relocation for any other reason will be subject to our approval, which may be withheld in
our sole discretion, Any relocation will be subject to the site selection and lease provisions stated above,
and will be.at your sole expense. Our approval will be based in part on the following factors: where your
store will be located, whether or not such relocation will infringe upon the rights of other franchisees, and
the time it will take to relocate-your store.

If you sign_an Areg Dg}_gelgger Aggeement, we w1ll evaluate and aggrove 51tes fgr addmong

After your selection of an approved franchise location for your Frost Gelato store, we will also
assign your local area for advertising and your territory, which will be set forth in Attachment A to the
Franchise Agreement. You will ‘make all commercxally reasonable efforts to advertise and promote the
Frost Gelato store in your local area in:accordance with Section.8 of the Franchise Agreement. Your local
area will not be exclusive for any purpose.

Other than as stated:above, the franchise is non-exclusive, and we retain theright, for ourselves and
our affiliates, on any terms we deem advisable, and without granting you any rights:

1. to.own, franchise, or operate Frost Gelato stores. at any-location outsidé of your territory
regardless of the:proximity to your store;

2. to own, acquire, establish and/or operate, and license others to establish and operate,
businesses using any proprietary marks, methods or systems (including the marks and
system) at any airport, train station, other'transportation facility, arena, ballpark, stadium,
racetrack, other sports facility, theater, auditorium, concert hall, theme park, amusement
park, cruise ship, casino, other entertainment facﬂlty, grocery store, college campus,
military base, within any outlet mall or other regional mall, or by way of a mobile: food
truck, within er outside the territory;

3. to own; acquire, establish, or operate, use, and license'the use-of other proprictary and non-
proprietary marks, methods or systems which are not-the same as or confusingly similar to
the marks, whether in alternative channels of distribution ot in the-operation.of a business
offering frozen Italian gelatos, sorbets, gelato cakes, gelato cenfections, and/or various
coffee, and/or other beverage products and related products, and at any location within or
outside the territory, which may be similar to or different from the Frost Gelato store:
operated by you (even if these businesses are in competition with you);

4. to acquire and convert to'the system operated by us, any businessés. offeting services: and
products related to frozen Italian gelatos; sorbets, gelato cakes, gelato confections, or
‘'various coffee, or other beverage pro‘du_qts and related products, ihcluding such businesses
operated’by competitors.or'otherwise:operated independently or a8 part of; or in association
with, any other system or chain, whether franchised or corporately owned, and ‘whether
located inside or oufside of the territory, provided that in such situations, the newly
acquired businesses may not eperate under'the marks in the territory;
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5. to use any propriétary marks or systems (including the marks and the systemni) to sell any
products, including products that aré the same or similar to those which you will sell,
through any altemative channels of distribution within er oiitside of the territory, regardless
of their proximity to the Erost Gelato: store or their impact on your existinig or potential
customers. This includes, but is; not limited to, grocery stores, convenience stores; club
stores, other retail outlets, direct marketing sales; and othér-channels of distribution such
as television, diréct mail, mail order, catalog;sales, telemarketing, or overthe Iriternet. We.
exclusively reserve the Internet, including:computerized or remote entry ordering systems,
as d chanriel of distribution for us, and you may not independently market on the Internet
or conduct e-commerce uiiless you have received our prior written permission or unless
such activities:are expressly authorized by the Frost Gelato Operations Manual;

6. to acquire, or be acquired by, any competing system, including a competing system that
has one-or more units within your territory; and to purchase or be purchased by, or merge
or combine with, any business, including a business that.competes directly with your Frost
Gelato store, wherever located; '

7. 'to implement multi-area marketing programs'which may allow us or others to solicit or sell
to customers anywhere. Wealso reserve the right to issue:mandatory policies to coordinate
such multi-area marketing programs.

We are iiot required to pay you if we exercise:any of the rights specified above:within your territory.
The:continuation of the'territory isnot dependent upon your achievement of a certain sales volume, market
penetration, or other contingency. We do not pay compensation. for soliciting or accepting orders inside
your territory: '

‘You may not engage in any promotional activities or market our proprietary products or similar
products or services, whether directly or'indirectly,, through or-on the Internet, the World Wide Web, or- any
other similar propnetary or’common carrier ¢lectroric delivery system; through' catalogs orother mail order
devices sent or directed to customers or prospective customers located anywhere; or by telecopy or other
telephonic or electronic communications, including toll-free numbers, directed to or received from
customers or prospective customers located anywhere. We are not required to pay any compensation for
soliciting or accepting orders from inside the territory,.

If you wish to purchase an additional Frost Gelato franchise, you must apply to us, and we may, at
our discretion, offer an additional franchise to you. We consider a variety of factors when détermining
whiether to grant additional franchises, Among the factors we consider, in addition to the then-current
requirements for new Frost Gelato stores, are whether or not the franchisee is in compliance with the
requirements under their current franchise agreement.

You do not receive the right to acquire additional Frost Gelato franchises within the territory. You
are not.given a right of first.refusal on the:sale of existing Frost Gelato: franchises, but we. have occasionally
granted rights. of first refusal in the past.

You are not permitted to have an individual website .or other independent social media sites in
‘which you reference;the marks or the Frost Gelato store. We have the.right to-review all online content.on
social media sites, discount websites, blogs, in electronic communications, and on other online sites on
which our trademarks are used to protect the reputation and high quality associated with our trademarks.
We may require you to remove or cease using our trademarks and intellectual property if used in a
questionable way. o
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Gatering

After operating ‘your Frost Gelato store for a minimum of six months; if you are a frarichisee in
good standing; you may apply. to us for approval to offer catering services from your Frost Gelato store.
We reserve the right fo make:this determination and to revoke this-opfion.at anytime in our sole discretion.
We will consider a variety of factors and decide each request on a case-by-case basis., If'we:approve:your
request, fo offer catering services, we: will designate a non-exclusive geographic area in which you may

offer such catering, services. The catering service area will be based on the location of the approved

franichise location, traffic patterns, demographics, and other characteristics of the: catering service area,
including population density and natural boundaries, All sales from cateting ate:subject tominimum royalty
fee payments ‘and advertising allocations. You must operate the catering service according to the Frost
Gelato Operations Manual and our other guidelines, and only in your catering service«area. We reserve the
right to revoke our catering.approval upon nofice to you, Under:such circumstances, you will be allowed to
complete any previously booked catering events, but you will be prohibited from booking new events: or
offering catering services until we grant approval in writing. In the event that we approve your request to
provide catering, you must.obtair an appropriate vehicle, catermg equipment, insurance, .and supplies such
as catering menus.in.accordance with our-criteria set out in the Frost Gelato Operations Manual. We may
modify the catering service area periodically. You are:prohibited from selling or providing‘any product or
service.outside of your Frost Gelato store unless you are approved to offer catéring services..

Area Developer Agreement

If you sign an Area Developer Agreement, you are granted the right to build a mutually agreed
upon number of Frost Gelato stores in the development territory pursuant to the:development schedule: The
size of the development territory will depend on the number of Frost Gelato stores to be developed, the
demiographics ‘of the territory; the. population.and other factors. In certain densely-populated metropolitan
areas, a development territory may be;small if it has:a high population density, while development territories
in less densely populafed urban areas may. have significantly larger areas. You are granted the exclusive
rights to open Frost Gelato stores in thé developmient territory provided that you follow the terms of the
Area Developer Agreement. The. rights granted under the Area Developer Agreement relate only to the

development.of the Frost Gelato stores identified in the Area Developer Agreemeiit. Except as provided in

the Area Developer Agreement, we will not establish or authorize:any other person or entity, other than you

or youraffiliates, to establish a Frost Gelato store in your development territory during the term of the Area

Developer Agreement. We, our affiliates, and any other authorized person or entity (including any other
Frost-Gélato store) may, at-any time, conduct any éther type of activities within your-development territory
that we are permitted to conduct.under the Franchise Agreement. The development territory will terminate
upon the completion of the developmient schedule or the termination of the Area Developer Agreement,
whichever occurs first, and the only territorial protections that you will receive upon termination will be.
those under each individual Franchise Agreement.

Upon your first failuré to comply with the development schedule, you will lose the exclusivity
granted for the development territory. Any second.or additional failures will result in the termination of the-
Area Developer Agreement.

ITEM 13
TRADEMARKS

The Franchise Agreement and your payment of royalties grant you the non-exclusive right and

license to use the system, which.includes the use of the proprietary marks. You may also use other future
trademarks, service marks, and logos we approve:to identify your Frost Gelato store.
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You must indicate, as. required in the Franchise Agreement and specified in the Frost Gelato
Operations Manual, that you are an indeperident operator-of the Frost Gelato store, and you shall use-only
the appropriate.and authorized marks as indicated by us. You miust abide by our online pelicy, which
includes approved:online activities to-promete the Frost Gelato system and approved usé of our trademarks.
Our online pohcy is 'subject to change périodically. Your failure to. comply with our online policy is a
material breach.of the Franchise Agreement and may result in terniiriation.

The marks and the system are owned by FGS, and are licensed to us. FGS. has 'granted us an
exclusive intellectual property license to use the: marks to franchise the system around the world. The
intellectual property license extends for a 20-year term commencing January 14, 2010, and will fenew
automatically for subsequent ten year terms provided we are'not in default or do not materially breach,the
intellectual property license by engaging in any activity which damages the marks or the goodwill. of the
system: If the:intellectual property license is terminated, FGS has-agreed'to license:the use:of the marks and
the system directly to our franchisees provided they pay the applicable royalty fees until such time as each
franchise agreement expires or is: otherwise. terminated. FGS has registered the following :marks with the
United States. Patent and Trademark Office:(“USPTQ”) on the Principal Register:

T = - = —=
»

e o . T IO Apphcatlon <

. - Mark ; | - Serialor - S
T A ‘ L . Reglstratxon.Date B ‘"‘, RegmtrafmrgNo - - A
N !

| Principal Register -

FROST A GELATO SHOPPE Decerber.5, 2006 | 3,180,427 .| Registered on'the

Principal Register |

F R OST | December-$, 2006 3,180,438 Registered on the -
\ . - Principal Register

4 g |
R A VAN ! ; ) :
SN ‘ - A . Registered.on the
t&-{’:\"‘-, j January 16,, 2007 3,19-8,492 Principal Regi,stér
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"w‘ L Senal OF

%—'ﬁ' 2
e J - 1: 2 !
Reglstratlon Date Reggtra»txo_n No., i
|
January 23, 2007 3,201,280 | Registered on the

| Principal Register

* . ! 0 (0. Registered on the
* y August 14,2007 | 3,279,029 Priosipal Registor |

FI‘O St Gelato October 12,2010 3,850;856 Registered on the .

Brincipal Register' .

FI’OSt Bltes . September 20, 2011 4,027,531 Registered on the

Principal Register

Principal Register

{ F. . 9. [ ]
Sor bettlnl November 11, 2014. 4,635,348 Registered on the
|

FGS has filed all required affidavits for the registered marks. There are no effective material
determinations of the USPTO, the Trademark Trial and Appeal Board, the trademark administrator of any
state or any court, and no pending infringement, opposition, or cancellation proceedings, or any material
litigation involving :any ‘of our marks which are relevant to the use of these marks. No currently effective
litigation affects our use or FGS® ownership rights in-any mark. Except forthe intellectual property license
Agreement, no agreement significantly limits our right to use or license the marks in a manner matérial to
your franichise. We do not know of either superior prior rights or infringing uses that could materiallyaffect
your use:of the marks in-any state.

You must follow our guidelines and requirements when using the marks. You cannot use our name
or.mark as part of"a corporate name or with modifying words, designs, or symbols or as part 6f a corporate
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or business name, or in any form on the Internet, including, but not limited to, URLs, domain names, e-
mail addresses, locators, links, metatags, or search techniques, unless you receive our prior written.consent.
‘You must get our prior writtén approval of your company name before you file-any registration documents.
Guidelines-regarding proper trademark use-and notices are.in the Frost Gelato Operations; Manual, and will
be updated. perlodlcally You may not use our marks with an unauthorized product or service, or in a
manner not authorized in writing by is. You may not use our marks with any ¢ollateral service provided
by you, whether or not the collateral service has been approved by us. You must indicate fo the public.in
any contract, advertisement, and with a conspicuous sign in‘your'store that you are an independently-owned
and operated licensed franchisee of FGF. You may not use the: marks in the sale of unauthorized services
orproducts orin any manner we do not authorize. You may not use the marks in any advertising for the
transfer, sale, or other disposition .of the Frost Gelato store or any intetest in the. franchise. All rights and
goodwill from the use of the marks.accrue to us. If it becomes-advisable-at any time; in.our sole discretion,
for us.or you to-modify or discontinue:using any mark or uise-one or more additional or. substitute trademarks
or:service marks, you must comply with.our directions within a reasonable time.after receiving notice. We
will not reimburse you for your direct expenses of changing signage; for any loss of revenue, or other
indirect expenses dueto-any modified or discontinued mark, or for your expenses of promoting a modified
or substituted trademark or service mark.

Your right to use the marks is derived solely from your Franchise Agreement, and is limited to
conducting business in compliance with the Franchise Agreement and all applicablé standards,
specifications, and operating procedures we prescribé. Any unavthorized use of the marks by you will
constitute an infringement of our rights.in.the marks. Your use-of the marks and.any goodwill established
by them will be: for our exclusive benefit, and your Franchise Agreement does not confer any goodwill or
other interests in the marks upon you. All provisiens of your Franchise Agreement applicable to the:marks
will apply to any additional propriétary trade and service marks and commercial symbols authorized for
use by, and licensed to you under, your Franchise Agreement. You may not at any time during or after the
term-of your'Franchise Agreement contest or assist-any other person in contesting the validity-or ewnership
of any of the marks.

You must prominently display the marks on or with franchise posters and displays, service
contracts, stationery, other forms we.designate, and in the manner we:prescribe; to give any notices of trade
and service mark registrations and copyrights that we specify; and to obtain any:fictitious or assumed name
registrations that may-be required under applicable law.

You must notlfy us immediately when you learmn about an mfrmgmg or challenging use of our
marks. If you are in compliance with the Franchise Agreement, we will defend you against any claim
brought against you by a. third party alleging your use of the marks in accotdance with the Franchise
Agreement infringes upon that party’s intellectual property rights. We:may require your assistance; but we:
will control any proceeding or litigation relatmg to our marks. 'We have no. obligation to pursue any
infringing users of our marks. If we learn of an mfrmgmg user, we will take the-action appropriate, but we
are not required to take any action if we do not feel it is warranted. You must not directly or indirectly-
contest our right to the marks. We mdy acquire; develop,.and use additional inarks:not listed here, and . may
make those:marks available for your use and forse by other franchisees.

You must modify or discontinue'the usé of a ark if we modify or discontinue its use aind you must
use all new marks we designate. You will be responsible for'all such costs that you incurin such situations.
You must not directly orindirectly contest our right to our marks, trade secrets, or business techniques that
are-part of our business or the system. We-do not know of any infringing uses that could materially affect
your use of ‘our marks: ' '
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ITEM 14°
PATENTS, COPYRIGHTS AND PROPRIETARY INFORMATION

" No patents or-patents pending are material to us at this time.

Theinformation in the Frost Gelato Operations Manual is proprietary and is protected. by’ copyright
and other laws. The:designs contained in the. marks, the layout of our advertising materials, the content and
format of our recipes, and any other writings dnd recordings:in print or electronic form are also protected
by, copyright and other laws. Although we have not applied for copyright régistration. for the:Frost Gelato.
Operations Manual, our advertising materials, the content and format of our recipes, or-any other writings.
and recordings, we claim common law and federal copyrights in these:items. We grant you the right'to use
this proprietary -and copyrighted information for the operation of your Frost Gelato store, but such
copyrights remain our sole property.

There are no effective determinations of the United States Copyright Office or.any court regarding,
any copyrighted works of ours, nor-are there any proceedirigs pending or effective agreements between us
and third parties pertaining' to the copyrighted works that will or may sigrificantly limit using our
copyrighted works,,

Our Frost Gelato Operations' Manual, électronic. information and communications; sales and
prometional. materjals, the development and use of our system, standards, specifications, policies,
procedures, information, concepts and systems on, knowledge of, and experience in the development,
operation, and franchising of Frost Gelato stores, our training materials and techniques, information,
concerning product and service sales, operating results, financial performance, and other financial data of
Frost Gelato stores, and other related materials.are proprietary and confidential, and are our property to be
used by you only as described in the Franchise Agreement or the Frost Gelato Operations Manual. Where
appropriate, certain infermation has also been identified as trade secrets. You must maintdin the
confidentiality of our confidential information and'trade secrets and adopt reasonable procedures to prevent
unatthorized disclosure of our confidential information and trade:secrets..

We will discloseparts.of the.confidential information and trade secrets to you:as:-weideenrnecessary
or advisable for you to develop your Frost Gelato store during training and in guidance .and assistance
furnished to you under the: Franchise Agreement, and you may learn or obtain from us additional
confidential information and trade secrets during the term of the Franchise Agreement. The confidential
information.and trade secrets are valuable.assets of ours and are disclosed to you.on the condition that you,
and your owners. if you are a business-entity, and. employees agreé¢ to maintain the information in confidence
by entering into a confidentiality agreement we can enforce. Nothing in the Franchise Agreement will be
construed to prohibit you from using the confidential information or trade secrets in the operation of other
Frost Gelato stores.during the term of the Franchise Agreement.

You must notify us within three days after you learn about another’s use of language, a visual
image, a recording’of any kind, or recipes that you perceive to be identical or substantially similar to one
of our copyrighted works or trade secrets, or if someone challenges your use of our copyrighted works,
confidential ififormation, ortrade secrets. We'will take whatever action we deem:appropriate to protect our
rights in and to the copyrighted works, confidential information, or trade secrets, which may include
payment:of reasonable costs associated with'the action. However, the Franchise Agreement dogs not require
us to take affirmative action in response to any apparent infringement of or challenge. to your use of " any
copyrighted works, confidential information, or trade secrets, or claim by any person of any. rights in any
copyrighted works, confidential information, or trade:secrets. You must add, modify, or discontinue the iise
of any copyrighted works, confidential information, or'trade secréts if we instruct you to-do so;, You must
not directly or indirectly contést our rights to our copynghted works, confidential information, or trade
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secrets: You may not communicate with anyorie except us, our counsel, or our designees regarding any
infringement, challenge, or claim. We will take action.as;we.deem apptopriate regarding any infringement,
challenge, or claim, and the sole riglit to control exclusively any litigation or other proceeding arising out
of any mfrmgement challenge, or claim under any copyrighted works, confidential information, or trade
secrets. You must sign any and all instruments and documents, give the assistance; and do acts and things.
that may, in the opinion of our counsel, be necessary to protect and maintain our interests in any litigation
or proceeding or to protect and maintain our interests in the copyrighted works, confidential information,
ortrade secrets:

We own all records with respect to the customers, suppliers, and. other service providers of, and
related in‘any way to, your Frost Gelato, store. This includes, without limitation, all databases (whether in
print, electronic, or other form), including; among other things, all names, addresses, phone numbers, e--
mail addresses, and customer purchase records. We may use or transfer the records i in any way we wish,
both before and after any termination, ‘expiration, repurchase, transfer, or otherwise. We may contact any’
or all of your customers, suppliers, and other service providers for quality control; market research, and
such other purposes as we déém appropriate..

If you, your:designated store. manager, operating principals, or'your controlling principals develop
any new concept, process, product, recipe; or improvement in.operating or promoting your Frost Gelato
store, you must promptly notify us and give us all necessary information, free of charge; You and your
designated store manager or operating principal and controlling principals must ackhowledge that any of
these concepts, processes, products, recipes, Or improvemerits: will become our’ property, and we-may give
the information to other franchisees without providing compensation to you of any kind.

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

The Frost Gelato store'shall be managed by you, oriif you are an entlty, by one of your owners who,
is a natural person with at least a 25% ownership interest and voting power in the entity. This individual
must devote full time, best efforts to working in the Frost Gelate store (approximately 45 to 65 hours per
week), interfacing with customers on the sales floor, immediately after the: -opening of the Frost Gelato store
and for solong as we shall deem it necessary. Yiou must also appoint a: designated store manager to run the
day-to-day-operations.of the Frost Gelatostore, and an-operating; prmc1pal who will primarily beresponsible
for your Erost-Gelato store.and communicating with us. We may require that the:designated store: manager
and operatmg principal have.an.ownership interest in the legal entity of the franchiseiowner. If you: replace
a designated store:manager or operating principal, the new designated.store manager or operating principal
must satisfactorily cormplete our training program at your own expense. If this is your first Frost Gelato
store, the operating principal and the designated store manager may be the same person. You, or your
managing shareholder or partner, are not ebligated to participate personally in the direct operation of your
Frost Gelato store so long as.a designated store manager or an operating: prmc1pa1 who has completed our
initial training program does so. If you dre a legal or business entity, your designated store manager need
not own an equity intérest.in the-entity; however, your operating principal will own an equity interest in the
entity. Your designated store manager or operating principal must devote full time (approximately 45 to
65 hours per week at your Frost Gelato store) and best efforts to the management.and operation of the Frost
Gelato store, including sales and customer interactions. You, or if applicable, your designated store
manager or an operating principal, must successfully complete our mandatory initial training program by
demonstrating to us appropriate levels of competence in.the subject matters taught in the: initial training
program, in our discretion. If 'your designated 'store manager or opérating principal is replaced, you must
appoint.a new de31gnated store manager or operating: prmc1pa1 who must successfully complete our .initial
training program-within 45 days after the initial designated store manager or operating principal is replaced,
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_ Owners Agreement.

uriless we do:not hold an initjal training; program during'that 45-day period, in which case the:replacement
designated store manager or operating principal must attend and successfully complete the first available
initial training program held by us.

Any designated store manager or operating principal and, if'you are an entity, directors, partners,
shareholders, ormembers (and, if you are-an individual, immediate: family members) must sign the System
Protection Agreément, the form of which is attached to this Franchise Disclosure Document in Exhibit J.
All of your employees, independent contractors, agents, or representatives that may have access to .our
confidential information. must sign a Confidentiality’ Agreement (unless they already signed a System
Protection Agreemént), the current form of which is attached to this Franchise Disclosure Document in,
Exbibit J. If you are'an enfity, each owner (i.e., each personholding an ownership interest in'you) must-sign
an Owners Agreement guarantying the cbligations. of the entity, the form of which is attached to the
Franchise Agreement as Attachment F. We also require that the spouses of the franchise owners sign the

t- e

ITEM 16
RESTRICTIONS ON WHAT THE FRANCHISEE MAY SELL

You must sell or offer for sale only those services and products authorized by us and which meet
our standards and specifications. You must follow our policies, procedures; fhethods, and techniques. You
inust sell or offer for sale:all types of services and products specified by us, We may change or add to our
required services and products at our discretion with prior notice to you. If we change or add to our required
services and products, the changes or.additions will remain.in permanent effect. unless we;specify otherwise.
The amount you must pay for the changes or:additions:will depend upon the nature and type of changes or
additions.. You must discontinue selling and offering for sale any services or-products that we disapprove.
You have discretion over'the prices you charge to your customers for the:sale of: any- fenu items, products,
merchandise, or services. However, we reserve;the right toiset maximum resale prices for any'products sold
from your Frost Gelato stote in connection with any national, regional, or multi-area marketing program
deéveloped and implemented by-us for the systein. -

You must maintain in sufficient supply, and use and sell, only the food and beverage items,
ingredients, products, materials, supplies, and paper goods that conform to our'standards.and specifications,

including. products specified by name or brand. All advertising and promotional materials, signs,

decorations, paper goods you use (including menus, all forms, and stationery used in the Frost-Gelato store

and on any catering Vehicles (if any)), and other items that we may designate must bear the marks in the
form, color; location, and manner we require: You must prepare all menu items with our recipes and
procedures for-preparation contained in the Frost Gelato Operations Manual or other written instructions,

including the measurement of ingredients.

Yiou may not:sell productsor services, or advertise products or services, within.another franchisee’s
territory. You may not establish an account or participate in any'social networking sites (including; without
limitation, Facebook, Twitter, Instagram, Snapchat or any other social or professional networking site or
blog) or mention or discuss the Frost: Gelato store, us, or our affiliates, without our prior written consent
and as subject to our online policy. Qur online policy may completely prohibit you from any use of the
marks in. social networkmg sxtes or other onlme use:. You may not sell products through other channels of
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ITEM 17

RENEWAL, TERM-INA;TI&)N, TRANSFER AND DISPUTE RESOLUTION

This table lists xgertain important provisions of the Franchise Agreement and related
agréeements. You should read these provisions in the agreéments attached to this disclosure

document,

THE FRANCHISE RELATIONSHIP

~ - - om - RS =

i o

Provision. . Hee T A . Simmary”
U 28 s Agreement R PR
a. Length of the franchise term Section 3.1 Five ortén years.
b.. Renewal or extension of the term ‘Section 3.2 If you are in good standing and you meet other |

requirements, you may -enter into orié successor |
term of'ten years. |

c. Requirements:for franchisee to
renew or extend

Section 3.2(a)-(i)

|materially different.and may _ha_ve different terms
|and conditions (including; for example, higher
{royalty feés and brand fund contributions) from

|franchise fee; sign Successor Franchise

|current.qualification and training requirements;

Your successor franchise rights permit you to
remain as a franchisee after the initial term of’
your Franchise Agreement éxpires. You must
sign our then-current Franchise Agreement and
any ancillary documeénts for the successor term,
and this new Franchise Agreement may be

the Franchise Agreement that covered your
original term. Requirements include, among
others: You must give at least seven months”
notice; repa‘i'r‘ -and update: equipment and store;
not be in breach of any agreement with us or our
affiliates; bave the right to remain in possession
of the store; have satisfied all monetary
obligations to us and our affiliates; pay successor

Agreement and general release; and comply with

d. Termination by franchisee

Not Applicable

i\lbp Applicable:

e. Termination by franchisor-without
I3 c au S é,’

Not Applicable

Not Applicable.

f' Termination by franchisor with
“cause”’

Sectiori 17:1

We can terminate upon certain violations of the.
Franchise Agreement by you. Termination of the
Area Developer Agreeinent does not
-autornatically terminate the:-Franchise
Agreement.

8. “Cause” defined — curable.defaults

Section 17.2

You have five days to cure nonpayment, seven
days to cure failuré‘to obtain and maintain
required insuance coverage,.24 hours to cure
‘misuse of our marks or failure to obtain, install

and maintain computer hardware, software and

39415376\
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Sectior in’F
Agreerfiefit, " .-

S

commﬁriicat‘ioﬁ liﬁeé, ;nd_ 30 d_a‘yé to cure other
curable defaults.subjéct to. applicable:law:

Sections 17.1

Noncurable.defailts (subject to applicable
law): Irisolvency; assignment:for benefit.of
creditors; voluntary filing .of bankruptcy
petition; admission to inability to pay debs;
adjudication of bankruptcy. or insolvency;
appointment of receiver; proceedings for
composition with.creditors instituted; final
judgment of:$10,000 or'more outstanding for
30 days (unless bond filed); dissolution;
execution levied :against.business or. property;
foreclosure not dismissed within 30 days; real
jest‘ate or personal property-of the Frost Gélato
store-sold after levy; sale of products or
services at a.different location from the. Frost
|Gelato store; failure to acquire location for
{Frost Gelato store within 30 days after we'have
|consented to the location; ‘failure:to construct
|orremodel the Frost'Gelato:store in accordance
with.our-standards-and specifications; failure:to
obtain all:required licenses before:construction
begins; failure t6 opén the Frost Gelato:store
within 12 moiiths after signing the Franchise
Agreement; abandonment; franchisee or its
controlling principal’s conviction.of plea of no
contest to a felony, a crime involving;moral
turpitude, or any other offense we beligve.
likely to have an adverse:effect on the system,
the marks, the goodwill or our interest; threat
or-danger to public health or safety; failure to
propose:qualified successor operating principal
or designated store manager within 30 days;,
unauthorized transfer; your failure or your

| controlling principal’s failure to comply with
in-term non-competition covenants; failure to
obtain execution of non-competition.
agreements. from your designated store
manager or other personnel we train within.30
days of our request; unauthorized transfer on
death or permanent disability; knowing
maintenance of false books.or submission false
reports;, your or your. controlling principal’s
‘breach of representations and: warranties;
repeated defaults (three or more) whether the
'same-or différent nature:and whethér or not
cured; refusal or failure:to curé sublease or
related agreement with us; sale of substantially
all of the Frost Gelato stote:supplies and
equipment:without our consént; or any material
misrepresentation or oinission made by-
franchise¢ or:its controlling principal.,

VI?-‘r,ovis‘ioq' T
h. “Cal.l‘sef’i defined — non-curable
defauits
il
i .
1
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Section'in Franchise: |

| termination/non-renewal.

_+ Provision ; . Agreement - . - L - Summay-
1. Franchisee’s.obligations on. Section 18 Obligations include, among others: complete de-

- linformation,,

|identification; payment of amounts due; refturn of

Frost Gelato Operations Manual, dll .confidential
trade. secrets, and records;
compliance with confidentiality requirements;,
and, at our option, sale or assignment of your
rights'in'the Frost Gelato store and the:equipment.|
and fixturés used in your Erost Gelato, store to-us..

j. Assignment of contract.by
franchisor

Section 14.1

No restriction on our right toassign,

k- “Transfer” by franchisee — ‘déﬁned_ ;

Section 14.2

Includes ‘any voluntary, involuntary, direct, or’
indirect:assignment, sale, gifi; exchange, grant of
a security interest, or change of ownership in the
Franchise: Agreement, the franchise, or:interest in
the franchise. !

1. Franchisor approval of transfer by
franchisee

Section 14.2(b)

We have the right to approve all transfers..

m. Conditions for franchisor approval
{  of transfer '

Section 14.2(b)

Conditions include, among others: You must pay’
|all amounts due us.or our affiliates; not-otherwise
be in default; sign a general release; and pay a
transfer fee. Transferee must meet our criteria;
assume all obligations; attend training; renovate
or'modernize the Frost Gelato store; and sign our-
then-current. Franchise Agreement. If the
proposed transferee is not approved by us, 75%
of the'transfer fee, less all.out-of-pocket expenses
incurred by us rélated to the property transfer,
| will be refunded to you.

acquire:franchisee’s business:

n. Franchisor's right of first-refusal to |

‘Section 14:4

'We have 30 days.to match any offer for:your
Frost:Gelato store.

o. Franchisor’s option:to purchase.
franchisee’s business

Sections 14.4 and 18.2

We may purchase your Frost Gelato store,
inventory, or equipment at fiir market value if
your franchise is términated. for any reason by
giving you written notice of our intent to exercise:
this option within 30 days after the date of
termination .0r expiration of the Franchise.
Agreement.

p. Death or disability of franchisee.

Section 14.5

If you or a controlling ‘principal is a mnatural
person, on death or permanent disability,
\trans'fler,ee must be approved by us, or interests |
must be transferred to someonge appréved by us
within 12 months after death or six months after
notice of permanent disability. If ‘you or the
controlling principal has substantial control, we_
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I Provision -

Section in.Franchise
-~ Agreement .~ .|

may operate the Frost Gelato store during: the 12 |
or six moenth.interim period, !

| a. Non-competition covenarits during
the: term.of the franchise

Section 10.3

(Neither you, your prificipal owners, nor any
|immediate family members of you or your
|principal owners ‘may ‘own, maintain, operate,
engage in, or havé any financial or beneficial
interest:in a.competitive business anywhere.

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

Section 10.3

Owners cannot have an interest In ‘any
competitive: business within (i) a 50-mile radius
from franchisee’s Frost Gelato store (and
including the premises:of the:store); and (i) a 50-
mile radius from all:other Frost-Geélato:stores that
are. operating of under construction, for two
years.

5. Modification of the Franchise
Agreement

Sections 10.1(e),

10.3(b)(iv), and 19.2

No modifications of the Franchise: Agreement:
during the term unless ‘agreed to in. writing;, but.
| the Frost: Gelato, Operations Manual is subject to
change at ‘any time in -our discretion.
Modifications are:permitted on.renewal.

t: Integration/mergerclause:

Séction 19.2

|Only-the terms of the Franchise Agreement and
other related written agreements are ‘binding
(subject to applicable state law). Asy
representations or. promises made otitside-of the
Franchise Agreement may not be ;‘:ﬁforceabl,ez
Nothing in the Franchise Agreement is intended
to disclaim anything:contained in this'Disclosure
Document.

u. Dispiite resolition by arbitration-or
‘mediation

Sections 19.8 and 19.9

Except for certain claims, all disputes must bel
mediated and arbitrated in Tucson, .Arizonal

(subject to state law).

¥. Choicerof forum

Section 19.7

All disputes must be *niediat_qd, -arbitrated, and if
applicable, litigated in Tucson, Arizona, subject
to.applicable state law.

w. Choice-of law

Section 19.7

Arizona law applies, -subject to, applicable state
law.

This table lists. certain important provisions of the Area Developer Agreement and related

agreements. You should read these provisions in the agréement attached to this disclosure documeant.

THE AREA DEVELOPER RELATIONSHIP

Provisiop

~ Section in Area
Developer Agreement:

a. T;ength_df the term

Séction 2

Term continues until the earlier of: (a) the years

415376\
39416947\
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Prov1s1on

]

_ ‘Sectionin Area .
| Developer:Agreement.

1 Developer Agreement Wthh varies dependmg on
{the number of Frost Gelato stofes you agreé to

open; or (b) you have completed your
development obligations in accordance with the:
development schedule.. :

Renewal orextension of the term |

Sections 2 and 4.2,

TW'e may extend the term of ‘the Area Developer

Agreement to allow you to.develop a replacement
or-additional Frost:Gelato store.

ic. Requiremerits for Area Peveloper to Sections:2 and 4.2  |To obtain the rights to develop additional Frost
renew or eéxtend Gelato stores, you must have complied with the:
terms of'the Area Developer Agreement and agree
in writing to a new development schedule. You
may be required to sign 'a new Area Developer
agreement and :any ancillary documerits, and. this
' new agreement may be ‘materially different and.
“ may have different terms. and conditions from.
your original Area Developer Agreement. For a
replacement Frost Gelato store, the éxtension will
not be more than one year after the, apphcable
| development schedule date, !
d. Termination by Area Developer Not Applicable Not Applicable:
e. Termination by franchisor without Not Applicable Not Applicable.
cause |
f.  Termination by franchisor with Section 7 We:ican terminaté upon certain violations of the
“cause” Area Developer Agreement by you.
g. “Cause” defined - curable:defailts Section' 7 You have 30 days. to cure: defaults :not listed in
Item 17i below.
'h.. “Cause” defined — defaults. which Section 7 Noncurable defaults- (subject to applicable law):
cannot-he:cured failure. to comply with. development schedule on
|two. or more occasions;. unatthorized transfer;
death or permanent disability of Area Developer
or controlling principal; termination of any
\ Franchise Agreement between us:and you.or your
! affiliate.
i. Developer’s:obligations on Section 7 You must cease developing, Frost: Gelato stores |
terminatiof/ non-reriewal and comply with all applicable confidentiality and.
, non-competition covenants.
j. Assigiment of contract by franchisor Section 8.1 No restriction on our right to.assign. ‘
(k: “Transfer” by Area Developer — i ‘Section 8.2 Includés sale, assignment, transfer, conveyance,
defined | gift, pledge, mortgage, or other disposal or
‘ encumbrance of any direct or indirect interest in
the Area Developer Agreement or you (if you are
not a natural person)..
43
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~'Section in Area

Area Developer Agreemeént is
teriminated or' expires

' Provision, S s _Sumimiary, R
L " | Developer Agreement |- - .. . S T
1. Franchisor:approval of transfer by Section 8.2 You'may not assign the. Area Developer

AreaDeveloper Agreement.

'm. Conditions for franchisor approval Not.Applicable Not Applicable.
of transfer : ° ’

|

|n. Franchisor’s right of first refusal to | Not Applicable Not Applicable:

‘ acquire Area Déveloper’s:business

o. Franchisor’s optionto purchase.Area Not Applicable Not Applicable
Developer’s business , )
p. Death.or disability:of Area Section 7 Area Developer Agréement automatically
Developer terminates upon death or permanent disability, of"
\Area. Developet or coritrolling principal.

. Non-competition covenants during Section 16 Except for Frost Gelato stores you operate under
tlie term of the: Area Developer FméMSe:Agecments-Mth us-oras‘a developer-of
Agreement FGF, -you will not (a) divert or aitempt to divert

A | ny business.or customer of.any. Frost:Gelato store
| o‘,anyr/c,ompe't'itor; by direct'or indirectinducement
r otherwise; or' (b) directly or indirectly, for
yourself or for any other person or entity, own,
ngage in, be-employed by, advise, assist, lease or
ublease to, invest in, franchise, lend money to,
ell or lease the assets of the Frost Gelato stores
to, or have any financial interest in, any business
that is. the same as or similar to a Frost Gelato
tore.
r. Non-competition coveriants after the Section 16 | Except for Frost Gélato stores you operate under

{Franchise Agreements with us, youare prohibited
for @ period of 24 months after the earlier of the
expiration, transfer or termination of the Area
Developer Agreement, or the date on which you
cease to operate the: Frost Gelato stores, from
having any interest in any business that is the:
same: as or similar to :a Frost Gelato store within |
the development territory, plus the-area formed by
extending the. boundaries. of the. develgpm'ent;J\
territory 50 miles in all directions, plus the .area
formed by-extending the boundaries of aiy other
FGF developer’s development territory;, or any-
other franchisee’s territory, by 50 miles; that are
operating or under construction. ‘

Is. Mﬁ'odiﬁ‘cat‘ionfof the Area Developer
 Agreement

Sections 12.and 22

No "modifications of the Area Developer
Agreement unless agreed to in, writing, but the
Frost Gelato Operations Manual is subject. to |
change at.any time. ‘

|t. Integration/merger clavise

39415376\1
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Section 12 Onily the terms of the Area Developer Agreement
and other related written agreements are: binding
;(subj‘ect‘ to applicable state law). Any
representations "or' promises made- outside the|
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o ‘Section’in Area ~ | 7 - S _

i | Developer-Agreement |~ dmn ary . I §
Area Developer Agreement may not be:
e_nforceable Nothing ‘in the Area Developer
Agreement is intended to. disclaim anything
'contained in this Disclosure Document.

u. Dispute resolution by arbitration Section 21 ;‘Except for certain claims, all disputes imust be

| arbitrated in Tucson, Arizona (subject to state
law).

v. Choice of forum Section 18 |All disputes must be mediated, arbitrated, a,n’ti if |
applicable, litigated in Tucson, Arizona, subject
to applicable state law.

w: Choice of law Section'18 - Arizona. law applies, subject to applicable state.)
‘taw., ;

ITEM 18
PUBLIC FIGURES

We do not use any public figures to promote our Franchise.

ITEM 19
FINANCIAL PERFORMANCE REPRESENTATIONS

The‘F."IZC_’s:Eranehi‘se Rule permits a franchisor to disclose. infermation;abeutrthe,actu'al or'potential
financial performance of its franchised and/or franchisor-owned outlets, and/or affiliate-owned outlets if

there:is a reasonable basis for the information, and the information is included in the Franchise Disclosure

Document. Financial performance information that differs from that included in Item. 19 may be given only

if: (1) a franchisor provides. the actual records of an existing outlet you are: considering buymg, or(2)a
franchisor supplements the information provided in this Item 19, for example, by providing information.
about-performance at:a particular location of under particular circumstances.

The mforrnanon prov1ded is‘an historical ﬁna.ncral performance representatlon There were three

followmg charts contain information for 2017 for our three: afﬁhate-owned Frost Gelato stores whtch are
noted with an “*”and for seven franchised Frost Gelato stores, all-of which have been operating for af least
12 months as of December 31 2017 F our Frost Gelato stores opened i in 2017 and are not mcluded in the

2017 GROSS SALES OF THE_REPORTINGJ GROUP

39416947\1.
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S:f:: $ 740,233 $566:523| $796,154| $1,109,238 | $472,642| $839,083| $566,736| $603,268| $486,298| $ 413,752
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Notes:

1. The affiliate locations pay less for the proprietary Frost Gelato store products than a
franchisee will pay, and the:affiliate locations do not pay a royalty fee or'make brand fund contributions.

2. The figures presented above do not reflect the operating.expenses.or other costs or expenses
that must be:deducted from the gross sales figures.to obtain your net income-or profit.

The figures do: not reflect the costs of sales, operating expenses, or other costs or expenses: that
must be deducted ftom the gross revenue or gross sales figurés to obtain your net income or profit. You
should conduct an indeperident ifivestigation of the costs and expenses you will incur in operating your
Frost Gelato store. Franchisees or former franchisees, listed in Exhibit ‘G, may be one source of this
information.

Some oiitlets have earned-sold this amount. Your individual results. may differ. There is no
assurance that you’ll earnsell as much.

We strongly recommend that you. research and develop your own pro forma cash flow statement
and make-your own projections concermng potentxal sales, operating costs, capltal investment requirements;
debt, and other financial aspects. of operating a Frost Gelafo store. You should coiisult with independent

professional financial, tax and legal advisors.

Other than the preceding financial performance representation, we do not make:any representations

about a franchisee’s future financial performance or the past financial performance-of company-ownéd or

franchised outlets. We also do not authorize our employees or representatives to make any such
representations.eitherorally or in writing. If you are purchasing an existing:outlet, howeveér, we may provide

you with the actual records of that outlet. If you recéive ‘any other financial performance information or

projections of your future:income, you should report it to the franchisor’smanagement by-contacting Jeffery
Kaiserman or Stephen Ochoa at 7131 N. Oracle Road, Tucson, Arizona 85704 and (520) 797-0188, the
Federal Trade Commission, and the.appropriate state. regulatory-agencies.
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: ITEM 20
OUTLETS AND FRANCHISEE INFORMATION

Table-No. 1

System-wide Outlet: Summary
For Years 2015 te 2017

I - S ot T T | Startof e Year - |
Framchised | 205 | 7 |
2016 % 8 9 +1
2017 9 1 +2
Affiliate-Owned 2015 3 3 0
2016 ’ 3 3 : 0
2017 G 3 3 T 0
Total- Outlets* i 2015 10 11 ' +1
2016 11 12 ;' 1
| 2017 12 1 14 i +2
*We-also opened one outlet in Kuwait in 2013 and:a second branch in 2015 fora total of two initernational

locations at the end of 2017.
Table No. 2
‘Transfers of Qutlets from Franchisees to New Owners.

(other than the Franchisor)
For Years 2015 to 2017

2015 -0
| 2016 ‘ 0
2017 7 0
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Table No. 3

Status of Franchised Qutlets
For Years 2015 to 2017

| e
T e
“ 1 Year| §

-~ |-, +" Nop=* *;| Réacqi
| Renewals” | _‘Franc;

P RO

0 '

BT o | o o

2061 2 | 0 | 0 o o | o | 2

2017 2 | 0 o | o0 | 0 0o | 2

‘California 2015 '

N
(=4
o
o
(=]
[=4
N

| 2016 2 0 0 | 0 0 0 2|

2017 2 0 0 0 0 0 2

Ilinois | 2015 2 RN -0 ‘ 0 T

2016 |

.
o
o
=)
o o o
(=}
(%}

2017 2 0 o | 0 0 2

<
@
—

New Mexico | 2015 | 1 0 o | o0

2006 | 1 0

0
2017 1 1 0 0
0

o S

Texas 2015 o | 1

206 .1 | 1 | o 0 0 B 2

2017 [ 2 | o 0 o 0 | 0 3

Totals. 1 2015 7 1 0

=1 =)

2016 8 1\ 0

2017 9 2 0 0 0 0 11
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Table No. 4
Status of Afﬁliate-Oqud Qutlets
For Years 2015 to 2017
3 ; j : 7." E'ef
Statc :, ¢ From, 1 Closed
o " Fraiichisee. .[* =
Arizona 0 I (]
(2016 0 0 0 3
2017 ] 0 0 3
Total Ouitlets 2015 0 0 0 3
2016 0 0 0 3
1 \
2017 3 0 0 0 0 3
Table No. S

Projected Opénings as of
December 31, 2016 for 2017

gy e ﬁﬂ;;eiﬁzﬁgx;?;z:f

;"l\/f.zls-séc'husegt; e — R —

Texas 0 1

:;"V irginia 0 - ; ‘

| Totals 0 : i

The names, addresses, and telephone numbers of our current franchisees are attached to this
Franchise Disclosuré Document as: Exhibit G. The name and last known address and. telephone-niuriber of
every current franchisee and every franchisee or Area Developer who has had a Frost Gelato franchise
terminated, cancelled, not renewed or otherwise voluntarily or involuntarily ceased to do business under
our Franchise Agreement or Area Developer Agreement during the one year period ending December 31,
2017, or who has not communicatéd with us within ten ‘weeks of the date of this Franchise Disclosure
Document is listed in. Exhibit G.

In some instances, current and former franchisees may sign provisions restricting; their ability to
speak openly :about their experiences with the Frost Gelato system. You may wish. to speak with current
and former franchisees, but know that not all such franchisees can communicate-with you.

If 'you. buy a Frost Gelato franchise, your contact information may be disclosed to other buyers
when you leave the franchise system..
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As of the dat‘e of this Franchise Disclosure Document, there .are no franchise organizations:
sponsored or endersed by us.and no independent franchisee organizations have asked‘to beiincluded.in this-

Franchise Disclosure Document. We'do:not have any trademagl{-speciﬁ'c franchise organizations.

ITEM 21
FINANCIAL STATEMENTS

Exhibit A contains the financial statements required to be included with this Franchise Disclosure.

Document: audited financial statements as of December 31, 2017, December 31, 2016, and December 31,
2015 and'unaudited financial statements: as of July 31, 201 8 Our fiscal year end is Deceimber 31st.

ITEM 22
CONTRACTS

The following exhibits contain proposed agreements régarding the Franchise:

Exhibit B Franchise Agreement
Exhibit C Aréa Developer Agreement.
Exhibit H State Addenda and. Agreement Riders.
Exhibit J Contracts for use-with the Frost:Gelato franchise
ITEM 23
RECEIPT

The last pages of ‘this Franchise Disclosure Document, Exhibit K, are a detachable document, in
duplicate. Please detach, sign, date; and return oné€ copy of the: receipt to us, acknowledging you réeceived
'this Franchise Dlsclosure Document. Please keep'the second copy fot your records
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EXHIBIT H
FROST GELATO FRANCHISING, L.L.C.

STATE ADDENDA AND AGREEMENT RIDERS



FROST GELATO FRANCHISING, L.L.C.
ADDENDUM TO THE FRANCHISE DISCLOSURE DOCUMENT
REQUIRED BY THE STATE OF CALIFORNIA

THE CALIFORNIA FRANCHISE INVESTMENT LAW REQUIRES A COPY OF ALL
PROPOSED AGREEMENTS RELATING TO THE SALE OF THE FRANCHISE BE
DELIVERED TOGETHER WITH THE DISCLOSURE DOCUMENT.,

Section 31125 of ‘the California Corporation Code requires us to give you a disclosure
document, in the form and containing the information as the Commissioner may by rule or order
require, before we ask you to consider a proposed material modification of your Franchise
Agreement.

The Franchise Agreement requires binding arbitration. The arbitration will occur at Pima
County, Arizona, with the costs being borne equally by the parties. Prospective franchisees are
encouraged to consult private legal counsel to determine the applicability of California and
federal laws (such as Business and Professions Code Section 20040.5, Code of Civil Procedure
Section 1281, and the Federal Arbitration Act) to any provisions of a franchise agreement
restricting venue to a forum outside the State of California.

The Franchise Agreement réquires the application of the law of Arizona. This provision
may not be enforceable under California law.

Neither we nor any person listed in Item 2 of'the disclosure document is subject to any
currently effective order of any national securities association or national securities exchange, as
defined in the Securities Exchange Act 0f 1934, 15 U.S.C.A. 78a et seq.; suspending or expelling
such persons. from membership in such association or exchange.

California Business and Professions Code Sections 20000 through 20043 provide rights
to you concéming termination, transfer, or non-renewal of a franchise. If the Franchise
Agreement contains a provision that is inconsistent with the law, the law will control.

The Franchise Agreement provides for termination upon bankruptcy. This provision may
not be enforceable under federal bankruptcy law (11 U.S.C.A. SEC. 101 et seq.).

The Franchise Agreement contains .a covenant not to coripete. which extends beyond the:
termination of the franchise: This provision may not be enforceable under California law.

The franchise agreement contains a liquidated damages clause. Under California Civil
Code section 1671, certain liquidated damages. clauses afe unenforceable

OUR WEBSITE HAS NOT BEEN REVIEWED OR APPROVED BY THE
CALIFORNIA DEPARTMENT OF BUSINESS OVERSIGHT. ANY COMPLAINTS
LEGAL !31450468”
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' CONCERNING THE CONTENT OF THIS WEBSITE MAY BE DIRECTED TO THE
‘ ' CALIFORNIA DEPARTMENT OF BUSINESS OVERSIGHT AT www.dbo.ca.gov.

The provisions of this Addendum only apply if the jurisdictional requirements of the
California Franchise Investment Law are met independently without reference to this Addendum
and to the extent they are then valid requirements of the statute.
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FROST GELATOF’ RANCHISING L L. C
ADDENDUM TO TI-IE FRANCHISE BISC] RE DOCUME
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In conformance: with Section 4 of the Illinois Franch15e Disclosure Act, any provision in a
franchise agreement that designates jurisdiction and venué in.a forum outside of the State of Illinois
is void, However, a ftanchise agreement may provide for arbitration to take place outside of
Illinois.

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

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

The provisions of this Addendum only apply if the jurisdictional requirements of the
Illinois Franchise Disclosure Act are met independently without reference to this Addendum and
to the extent they are then valid requirements of the statute.

Date: ___ ] FRANCHISEE:
By: _
Name: .
Title:.
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FROST GELATO FRANCHISING, L.L.C.
ADDENDUM TO FRANCHISE AGREEMENT
REQUIRED BY THE STATE OF ILLINOIS

Illinois law governs the franchise agreements.

In conformance with Section 4 of the Illinois Franchise Disclosure Act, any provision in a
franchise agreement that des‘i’gna,te,s jurisdiction and venue in a forum outside.of the State of Illinois
is void. However, a franchise agreement may provide for arbitration to take place ottside of
Illinois. '

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

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

The provisions of this Addendum only apply if the jurisdictional requirements of the
Illinois Franchise Disclosure Act are met independently without reference to this Addendum and
to the extent they are then valid requirements of the statute.

Date:

FRANCHISOR: FRANCHISEE:

Frost Gelato Franchising, L.L.C.

By: __ By:
Name: Name:
Title: Title: .
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FROST GELATO FRANCHISING, L.L.C.
ADDENDUM TO AREA DEVELOPER AGREEMENT
REQUIRED BY THE STATE OF ILLINOIS

Ilinois law:governs the franchise agreements.

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

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

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

The. provisions of this Addendum only apply if the jurisdictional requirements of the
Illinois Franchise Disclosure Act are met independently without reference to this Addendum and
to the extent they are then valid requirements of the statute.

Date:

FRANCHISOR: FRANCHISEE:

Frost Gelato Franchising, L.L.C.

By: / By: .
Name: Name;
Title: . . Title:
LEGALA37450468 4
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FROST GELATO FRANCHISING, L.L.C.
ADDENDUM TO THE FRANCHISE DISCLOSURE DOCUMENT
REQUIRED BY THE STATE OF VIRGINIA

Item. 17(h), The following is added to Item 17(h):

Pursuant to Section 13.1-564 of the. Virginia. Retail Franchising Act, it is unlawful for a
franchisor to use undué influence to induce a franchisee to surrender any right given to
him under the franchise or to cancel a franchise without reasonable cause. If any
provision of the Franchise Agreement involve the use of undue influence by the
Franchisor to induce.a franchisee to. surrender any rights given to franchisee under the
Franchise or if any grounds for default or termination stated in the Franchise Agreement
does not constitute “reasonable cause;” as that term may be defined in the Virginia Retail
Franchising Act or the laws of Virginia, those provisions may not be enforceable:

The provisions of this Addendum only apply if the jurisdictional requirements of the Virginia
Retail Franchising Act are met independently without reference to this Adderidum and to the
extent they are then valid requirements of the statute.
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FROST GELATO FRANCHISING, L.L.C.
ADDENDUM TO THE FRANCHISE DISCLOSURE DOCUMENT
REQUIRED BY THE STATE OF WASHINGTON

The state of Washington has a statute, RCW 19.100.180, which 'may supersede the
Franchise Agreement in your relationship with the franchiser including the areas of termination
and renewal of your Franchise. There may also be court decisions which may supersede the
Franchise Agreement in your relationship with the franchisor including the areas of termination
and renewal of your Franchise.

~ In any arbitration involving a franchise purchased in Washington, the arbitration site shall
be either in Washington or in a place as mutually agreed upon at the time of the ‘arbitration, or as
determined by the arbitrator.

In the event of a conflict of laws, the provisions of the Washington Franchise Investment
Protection Act, Chapter 19.100 RCW shall prevail.

A release or waiver of rights executed by you shall not :include rights under the
‘Washington Franchise Investment Protection Act except when executed pursuant to a negotiated
settlement after the Franchise Agreement is in effect and where the parties are represented by
independent counsel. Provisions such as those which unreasonably restrict or limit the statute of
limitations. period for claims under the Act, rights or remedies under the Act such as a right to a
jury trial may not be enforceable.

Transfer fees are collectable to the extent that they reflect the franchisor’s: feasonable
estimated or actual costs in effecting a transfer, to the extent requited by the. Washington
Franchise Investment Protection Act.

The provisions of this Addendum only apply if the jurisdictional requirements of the
Washington Franchise Investment Protectlon Act are met 1ndependently w1thout reference to this
Addendum-and-te-the-extent-they-are-thenvalid requirein

The undersigned does hereby acknowledge receipt of this addendum.

Date: FRANCHISEE:
By
Name:
Title:
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FROST GELATO FRANCHISING, L.L.C.
ADDENDUM TO FRANCHISE AGREEMENT
REQUIRED BY THE STATE OF WASHINGTON

The state of Washington has a statute, RCW 19.100.180 which may supersede the
Franchise Agreement in your relationship with the franchisor including the areas of termination
and renewal of your franchise. There may also be court decisions which may supersede the
Franchise Agreement in your relationship with the franchisor including the areas of termination.
and renewal of your franchise.

In any arbitration involving a franchise purchased in Washington, the arbitration site shall
be either in the state of Washington, or in a place mutually agreed upon at the time of the
arbitration, or as determined by the arbitrator.

In the event of a conflict of laws, the provisions of the Washington Franchise Investment
Protection Act, Chapter 19.100 RCW shall prevail.

A release or waiver of rights executed by you shall not include rights under the
Washington Franchise Investment Protection Act except when executed pursuant to a negotiated
settlement after the Franchise Agreement is in effect and where the parties are represented by
independent counsel. Provisions such as those which unreasonably restrict or limit the statute of
limitations period for claims under the Act, rights or remedies under the Act such as a right to a
jury trial may not be enforceable and are amended to the extent required by law.

Transfer fees: are collectable to the extent that they reflect the franchisor’s reasonable
estimated or actual costs in effecting a transfer, to the extent required by the Washington.
Franchise Investment Protection Act.

The: provisions of this Addendum only apply if the jurisdictional requirements of the
Washington Franchise Investment Protection Act are met independently without.reference to this
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FRANCHISOR: FRANCHISEE:

Frost Gelato Franchising, L.L.C.

By: , ” 7 By:
Name: - . Name:
Title: _ Title:
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FROST GELATO FRANCHISING, L.L.C.
ADDENDUM TO AREA DEVELOPER AGREEMENT
REQUIRED BY THE STATE OF WASHINGTON

The state of Washington has & statute, RCW 19.100.180 which may supersede the Area
Developer Agreement in your relationship with the franchisor including the areas of termination
and renewal of yourfranchise. There may also be court decisions which may supersede the Area
Developer Agreement in your relationship with the frarichisor including the areas of termination
and renewal of your franchise.

In any arbitration involving a franchise purchased in Washington, the arbitration site shall
be either in the state of Washington, or in a place mutually agreed upon at the time of the
arbitration, or as determined by the arbitrator.

In the event of a conflict of laws, the provisions of the Washington Franchise Investment
Protection Act; Chapter 19.100 RCW- shall prevail.

A release or waiver of rights executed by you shall mot include rights under the
Washington Franchise Investment Protection Act except when executed pursuant to a negotiated
settlement after the Area Developer Agreement is in effect and where the parties are represented
by independent counsel. Provisions such as those which unreasonably restrict or limit the statute:
of limitations period for claims under the Act, rights or remedies under the Act such as a right to
a jury trial may not be enforceable and are amended to the éxtent required by law.

Transfer fees are collectable to the extent that they reflect the franchisor’s reasonable
estimated or actual costs in effecting a transfer, to the extent requited by the Washington
Franchise Investment Protection Act.

The provisions of this Addendum only apply if the jurisdictional requirements of the
Washlngton F ranchlse Investment Protectlon Act are met mdependently w1th0ut reference to this.

FRANCHISOR: FRANCHISEE:

Frost Gelato Franchising, L.L.C.

By: . , By: B}
Name: Name; .
Title: . Title:
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