FRANCHISE DISCLOSURE DOCUMENT

Boba Time, Inc.

' ‘ A California corporation
it’s e ® 701 S. Vermont Ave.
mtl me Los Angeles, California 90005

Phone: (213) 251-0001

SMOOTHIE + COFFEE « SHAVED ICE Email: info@itsbobatime.com
since 2003 Website: www.itsbobatime.com

Boba Time, Inc. offers franchises for specialty juice and snack bars that operate under name “It’s Boba Time®”
and feature premium freshly made smoothies, snacks, desserts and other beverages for dine-in and take-out service
(a “Store™).

The total investment necessary to begin operation of a franchised Store ranges from $389,100 to $531,700. This
includes $40,000 that must be paid to us.

Area developers must commit to open a minimum of 3 franchised Stores. If you purchase area development rights
to open 3 to 5 franchised Stores, the total investment necessary to begin operation of an It’s Boba Time franchise
ranges from $419,100 to $591,700. This includes $70,000 to $100,000 that must be paid to us.

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

You may wish to receive your Disclosure Document in another format that is more convenient for you. To discuss
the availability of disclosures in different formats, contact the franchisor at 701 S. Vermont Ave., Los Angeles,
California 90005 or by phone at (213) 251-0001.

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

Buying a franchise is a complex investment. The information in this Disclosure Document can help you make up
your mind. More information on franchising, such as “4 Consumer’s Guide to Buying a Franchise,” which can
help you understand how to use this Disclosure Document, is available from the Federal Trade Commission (the
“FTC”). 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.fic.gov for additional information.
Call your state agency or visit your public library for other sources of information on franchising.

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

Issuance Date: March 10, 2022
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How to Use this Franchise Disclosure Document

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

QUESTION

WHERE TO FIND INFORMATION

How much can I earn?

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

How much will I need to invest?

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

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

Item 21 or EXHIBIT "G" includes financial
statements. Review these statements carefully.

Is the franchise system stable, growing,
or shrinking?

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

Will my business be the only It’s Boba
Time business in my area?

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

Does the franchisor have a troubled
legal history?

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

What’s it like to be an It’s Boba Time
franchisee?

Item 20 or EXHIBIT "F" lists current and former
franchisees. You can contact them to ask about their
experiences.

What else should I know?

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

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

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

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

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

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

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

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

Some States Require Registration

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

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

1.  Out-of-State Dispute Resolution. The franchise agreement and area development
agreement require you to resolve disputes with the franchisor by mediation, arbitration
and/or litigation only in California. Out-of-state mediation, arbitration, or litigation may
force you to accept a less favorable settlement for disputes. It may also cost more to
mediate, arbitrate, or litigate with the franchisor in California than in your own state.

2. Spousal Liability. Your spouse must sign a document that makes your spouse liable for
all financial obligations under the franchise agreement even though your spouse has no
ownership interest in the franchise. This guarantee will place both your and your spouse’s
marital and personal assets, perhaps including your house, at risk if your franchise fails.”

Certain states may require other risks to be highlighted. Check the “State Specific Addenda” (if
any) to see whether your state requires other risks to be highlighted.
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ITEM 1 FRANCHISOR AND ANY PARENTS, PREDECESSORS AND AFFILIATES

To simplify the language in this Disclosure Document, the following definitions have the meanings given to them
below:

“Store” means an It’s Boba Time juice and snack bar, including outlets operated by us, our affiliates and our
franchisees.

“We” or “us” means to Boba Time, Inc. - the franchisor.

“You” means the person who buys an It’s Boba Time franchise - the franchisee, and includes your partners if
you are a partnership, your shareholders if you are a corporation, and your members if you are a limited liability
company.

Corporate Information

Boba Time, Inc. is a California corporation that was incorporated on September 15, 2011, originally under the
name Big Popote, Inc. We changed our legal name to Boba Mia, Inc. on December 7, 2011 and then to Boba
Time, Inc. on September 10, 2012. Our principal business address is located at 701 S. Vermont Ave., Los Angeles,
California 90005 and our telephone number is (213) 251-0001. Our agent for service of process is disclosed in
EXHIBIT "B" to this Disclosure Document. We do not do business under any names other than “Boba Time, Inc.”
and “It’s Boba Time.”

Business History

Our concept began in September 2003 when our founders opened the first Store in Los Angeles, California through
an affiliated entity. We began offering franchises in 2011. We are not engaged in any business other than offering
It’s Boba Time franchises and administering the franchise system. We have never offered franchises in any other
line of business. We currently own and operate multiple Stores in California. The first Store owned and operated
by us opened in 2016.

Parents, Affiliates and Predecessors

We do not have any parent companies or predecessors. We do not have any affiliates that: (a) offer (or have ever
offered) franchises in this or any other line of business; or (b) provide any goods or services to our franchisees.

Description of Franchised Business

The franchised business offered under this Disclosure Document is a snack and dessert shop that offers smoothies,
snacks, desserts and beverages for dine-in and take-out service. Our Stores offer and sell a wide assortment of
juice beverages, including boba teas, smoothies, shaved ice and coffee, as well as various snack and food items.
Menu items are freshly-prepared utilizing our proprietary recipes and procedures and high quality and raw
materials, some of which have been specially formulated and produced exclusively for use within our Stores. Our
Stores are typically located in high volume retail centers and other high traffic commercial locations.

This Disclosure Document refers to the franchised business you will operate as your “Business” or your “Store”.
We will grant you a license to use certain logos, service marks and trademarks, including the trademark “Boba
Time,” “It’s Boba Time” and related logos (collectively, the “Marks™) in the operation of your Business. The
“Marks” also include our distinctive trade dress used to identify a Store, whether now in existence or created in
the future. You must sign a franchise agreement (the “Franchise Agreement”) and operate your Store in
accordance with the terms of the Franchise Agreement. The form of Franchise Agreement is attached to this
Disclosure Document as EXHIBIT "C".

We have developed a distinct system (the “System”) for the operation of a Store. Distinctive characteristics of the
System include proprietary recipes and other trade secrets, specially formulated ingredients, business formats,
methods, procedures, designs, layouts, standards and specifications and operating system. Information pertaining
to the operational aspects of a Store is contained within our confidential Brand Standards Manual (the “Manual”).
Franchise Disclosure Document (2022)
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You will operate your franchised Store as an independent business using the Marks, the System as well as the
support, guidance and other methods and materials that we make available to you.

Area Development Rights

If you satisfy all of our criteria for multi-unit developers, we may (but need not) offer you the right to enter into
an Area Development Agreement (an “ADA”). The ADA grants you the right and obligation to establish and
operate multiple franchised Stores within a defined “development territory” according to a predetermined
development schedule. You must open and operate each of the Stores identified in the development schedule. We
only grant area development rights to franchisees that commit to open and operate a minimum of 3 Stores. A copy
of our current form of ADA is attached to this Disclosure Document as EXHIBIT "D". You will sign a separate
franchise agreement for each franchised Store that you establish under the ADA. Each franchise agreement will
be our then-current form of franchise agreement, which may differ from the current Franchise Agreement attached
to this Disclosure Document.

Market and Competition

It’s Boba Time customers include all members of the general public. Sales are not seasonal, although the demand
for certain menu items may fluctuate based on the season (for example, demand for smoothies and cold beverages
may be higher during the summer while demand for coffee and hot beverages may be higher during the winter).
The market for this industry is developed and highly competitive. However, we believe our Stores have a
competitive advantage resulting from the outstanding quality of our products. You will compete with other juice
bars featuring smoothies, boba tea and similar products. Some of these competitors are independently owned and
operated while others are regional or national chains. Some of our competitors operate through a franchise model.

Laws and Regulations

Y ou must comply with all local, state and federal laws that apply to businesses generally, including laws governing
discrimination and sexual harassment in the work place, minimum wage, smoking in public areas as well as EEOC
and OSHA standards. The Americans with Disabilities Act of 1990 requires readily accessible accommodations
for disabled people and may affect your building construction, site design, entrance ramps, doors, seating,
bathrooms, drinking facilities, etc. Building codes and requirements vary in different jurisdictions and it is
important for you and your architect to be aware of and comply with all local laws.

You must also comply with federal, state and local health and sanitation laws and licensure requirements
applicable to food establishments, including laws that require food handlers to have certain inoculations and/or
food service permits. Health laws are intended, in part, to reduce food borne illnesses and may cover such issues
as: requiring employees to take a test and obtain a license as a food service worker, having accessible sinks,
bathrooms for certain size establishments, inspections for cleanliness and compliance, equipment cleaning, storage
and packaging, size of facilities, allowed foods, refrigeration, etc.

The United States Department of Agriculture and the Food and Drug Administration regulate the manufacture,
labeling and distribution of food products. There may also be local ordinances and regulations governing food
storage, preparation and serving. The Food and Drug Administration also regulates menu labeling for restaurants
that are part of a chain of 20 or more restaurants operating under the same name, regardless of ownership. Some
laws impose general requirements or restrictions on advertising containing false or misleading claims, or health
and nutrient claims on menus, such as “low calorie” or “fat free.”

There may be other local, state and/or federal laws or regulations pertaining to your Store with which you must
comply. We strongly suggest that you investigate these laws before buying this franchise.

ITEM 2 BUSINESS EXPERIENCE

President — Eunice Unmi Pak

Eunice Pak is our co-founder and has served as our President since September 2011. From June 2003 to present,
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she also served as President of our affiliate, J] & U Corporation, in Los Angeles, California.

Vice President — Tachoon Richard Jun

Taehoon Richard Jun is our co-founder and has served as our Vice President since September 2011. Since June
2003, he has also served as Vice President of our affiliate, ] & U Corporation in Los Angeles, California.

Accounting Director — Jamie Roh

Jamie Roh has served as our Accounting Director since November 2019 and our Accounting Supervisor from
September 2012 to October 2019.

Franchise Director — Daniel Heo

Since October 2015, Daniel Heo has served in various capacities with us, including:
e Franchise Director (July 2019 to present)
e Franchise Relations Manager (January 2017 to July 2019)
e Site Development Coordinator (October 2015 to January 2017)

Operations Director — Esther Cho

Esther Cho has served as our Operations Director since October 2019. From April 2014 to September 2019, she
was employed as an Account Manager at F. Gavina & Sons Inc. in Vernon, California.

ITEM 3 LITIGATION
Except for the 2 actions described below, there is no litigation that must be disclosed in this Item.

Glen Suh, et. al. v. Boba Time, Inc. et al. (Case No. BC685235)

On November 29, 2017, a Boba Time franchisee, Glen Suh (“Suh”), filed a lawsuit in the Los Angeles Superior
Court against Boba Time, Inc., Eunice Pak, Tae Hoon Jun, IBT Brothers, Inc. (“IBT”) and others. The lawsuit
relates to Suh’s purchase of a Boba Time store from our affiliate, IBT, in 2014. Specifically, the lawsuit is based
upon Suh’s claim that the defendants breached a contractual noncompetition covenant contained within the
Business Purchase Agreement (“BPA”) entered into between Suh, as buyer, and IBT, as seller. Suh presented IBT
with a pre-printed proposed Business Purchase Agreement (“BPA”) for the transaction, which stated seller (i.e.,
IBT) could open no more than 2 Stores within a 10-mile radius from the Store acquired by Suh. Upon review of
the proposed BPA, IBT rejected the 10-mile radius (as the parties had never agreed upon such a broad restriction)
and made handwritten changes to the BPA that changed the restricted area from the area within a 10-mile radius
to an area described as Korea Town (as defined by certain boundaries set forth in the BPA). The final escrow
instructions also described the restricted area as Korea Town (rather than the area within a 10-mile radius, as
argued by Suh). Approximately 1.5 years after learning that there were more than 3 Stores within a 10-mile radius,
plaintiff filed the lawsuit.

The complaint includes claims for breach of contract, fraud, breach of fiduciary duty, negligent misrepresentation
and other similar grounds. Defendants vehemently deny all wrongdoing and raised numerous defenses, including:
(a) the area subject to the noncompetition covenant was limited to Korea Town, consistent with the handwritten
changes to the BPA made by IBT and incorporated into the escrow instructions (and the defendants have complied
with the noncompetition covenant within such area); (b) the noncompetition covenant only applied to IBT, and
not the franchisor, since the franchisor was not a party to the BPA; (c) the franchise agreement between Suh and
the franchisor specifically states Suh is granted no territorial protections or exclusivity and Suh declined to enter
into an Area Development Agreement which would have provided such territorial protections; and (d) Suh’s
claims are time-barred by the franchise agreement’s 1-year limitations period for bringing a claim. The case was
tried and the parties are awaiting final ruling from the Court.
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Morteza Vadipour v. Boba Time, Inc. et al. (Case No. 21STCV11254)

On March 23, 2021, a Boba Time franchisee, Morteza Vadipour, filed a lawsuit in the Los Angeles Superior Court
against Boba Time, Inc., Eunice Pak, Tae Hoon Jun and Daniel Heo. The Complaint includes claims for fraud,
breach of the covenant of good faith and fair dealing, unfair business practices, and violations of California’s
Franchise Investment Law (CFIL). The lawsuit relates to plaintiff’s purchase of 2 Stores from an existing
franchisee. Plaintiff claims that defendants required him to pay certain fees to Boba Time, Inc. (including training
fees and transfer fees) prior to furnishing him with a current Franchise Disclosure Document and waiting for the
expiration of the 14-day cooling off period required under the CFIL. Defendants vehemently deny any wrongdoing
on the basis that the registration and disclosure obligations imposed under the CFIL did not apply because the
transaction was exempt from the requirements of the CFIL. Specifically, defendants argue the transaction met the
criteria for the exemption applicable to the private sale of a franchise by an existing franchisee for his or her own
account that is not effected by or through the franchisor. Plaintiff also claims defendants fraudulently induced him
to purchase the Stores by failing to disclose their plans to open another Store 2.5 miles away from one of the
acquired Stores. The defendants believe this claim is baseless and point to plaintiff’s admission that the assigned
Franchise Agreements did not provide any territorial exclusivity or protections. The case is currently pending and
discovery ongoing.

ITEM 4 BANKRUPTCY
No bankruptcy information is required to be disclosed in this Item.
ITEM 5 INITIAL FEES

Initial Franchise Fee

You must pay us a nonrefundable initial franchise fee of $40,000 (if this is your 1* franchised Store) or $30,000
(if this is your 2™ or subsequent franchised Store). The entire initial franchise fee is payable in full at the time you
sign the Franchise Agreement. The initial franchise fee is uniform (except as discussed below for area developers)
and fully earned.

Development Fee

If you sign an ADA, you will pay a $40,000 initial franchise fee for your first Store and a $30,000 discounted
initial franchise fee for each additional Store that you commit to develop under your development schedule. At
the time you sign the ADA, you will pay us the full $40,000 initial franchise fee for your first Store and a
development fee equal to 50% of the total discounted initial franchise fee (i.e., $15,000) for each additional Store
that you commit to develop under the ADA. For example, if you purchase the right to develop 5 Stores, you will
pay us the full $40,000 initial franchise for your first Store plus a development fee equal to $60,000 ($15,000 X
4) for the right to develop the 4 additional Stores under the ADA. We anticipate that most area developers will
purchase the right to develop between 3 to 5 Stores, which results in development fees ranging from $30,000 to
$60,000.

You must pay us the remaining balance of the initial franchise fee (i.e., $15,000) for each additional Store at the
time you sign the Franchise Agreement for that Store. However, if we terminate your ADA due to your default,
you will not be required to pay the remaining balance of the initial franchise fee for any Store for which a Franchise
Agreement had not been signed as of the date of termination.

Development fees are nonrefundable and uniformly imposed.
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ITEM 6 OTHER FEES
TYPE OF FEE ! AMOUNT DUE DATE REMARKS
Day of each w eek Our current reporting period runs from Monday
that we specify . .
morning through close of business on Sunday.
(currently We may change the reporting period and
Wednesday) for Y & P gp

Royalty Fee

5% of Gross Sales 2

Gross Sales
generated during
prior reporting
period.

royalty fee due date at any time upon at least
30 days’ prior notice. You may be requested to
provide us with weekly reports of your Gross
Sales.

Brand and System

(not currently charged)

specified by us

Development 2% of Gross Sales 2 Same as royalty fee | See Note 3.
Fund Fee

$350 per day (plus
Training Fee reimbursement of expenses | 10 days after invoice | See Note 4.

for onsite training)
Conferenp © Up to $400 per person per 10 days after invoice | See Note 5.
Registration Fee | day

. 10 days after invoice

\Y% .

Technology Fee aries or as otherwise See Note 6.

Product Purchases

Varies depending on item
purchased

At time of purchase

We and affiliates may, but need not, be a
supplier for certain items purchased by
franchisees, such as inventory, marketing
material, equipment and operating supplies. If
we supply any of these items, we will provide
you with a price list upon request. Neither we
nor any of our affiliates is currently a supplier.

Audit Fee

Actual cost of audit
(estimated to range from
$1,000 to $3,000) plus
travel and lodging expenses
for audit team

10 days after invoice

Payable only if the audit (a) reveals that you
have understated any amount that you owe us
by at least 2% or (b) is necessary because you
fail to furnish required information or reports
to us in a timely manner.

Fines

Up to $500 per incident

Upon demand

Payable if you fail to comply with a mandatory
standard or operating procedure (including
timely submission of required reports) and you
do not cure the non-compliance within the time
period we require. We may impose an
additional fine for every 24 hours that the non-
compliance issue is not cured after we impose
the initial fine. We will deposit all fines into
the brand and system development fund.

Renewal Fee

$10,000

At time you sign
Renewal Agreement

None.

Transfer Fee

[Franchise Agreement]
$10,000

[ADA]
$10,000

Before transfer

Payable when you transfer or sell your
franchise. No charge if franchise transferred to
an entity that you control or for certain
transfers of ownership interests between
existing owners.

Page 5
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TYPE OF FEE !

AMOUNT

DUE DATE

REMARKS

Late Fee

$100 plus default interest at

18% per annum (prorated
on daily basis) or highest
rate allowed by applicable
law (highest rate allowed
by law is 10% in
California)

10 days after invoice

If we debit your account but there are
insufficient funds, or a check you issue is
returned due to insufficient funds, then we may
also charge you an NSF fee of $50 per incident.

Management Fee

Commercially reasonable
fee (not to exceed 10% of
Gross Sales) plus
reimbursement of travel
and living expenses

10 days after invoice

If you default under the Franchise Agreement
or the Managing Owner dies, we can designate
a temporary manager to manage your Business
until you cure the default or find a replacement
Managing Owner, as applicable.

You must indemnify and reimburse us for any

. . Will vary with L damages, losses or expenses we incur as a
Indemnification . 10 days after invoice . .
circumstances result of the operation of your Business or your
breach of the Franchise Agreement.
You must reimburse us for all attorneys’ fees
Attorneys’ Fees Will vary with and other costs we incur relating to your breach
. Upon demand .
and Costs circumstances of any term of the Franchise Agreement or any
other agreement with us or our affiliates.
Cost of testing

New Product or

(estimated to range from

10 days after invoice

This covers the costs of testing new products or

Supplier Testing $1.000 o $2,000 per test) inspecting new suppliers you propose.
. If you fail to obtain and maintain the insurance
Actual cost of premiums, o .
Insurance 10 days after invoice | we require, and we elect to do so on your
plus our costs and expenses .
behalf, you must reimburse us.
Notes:
1. All fees are imposed by and are payable to us. All fees are non-refundable and uniformly imposed on

franchisees. You will be required to sign an ACH Authorization Form prior to opening (attached to the
Franchise Agreement as ATTACHMENT "E"), permitting us to electronically debit your designated bank
account for payment of all fees payable to us (other than the initial franchise fee) as well as any amounts
that you owe to us or our affiliates for the purchase of goods or services. You must deposit all Gross Sales
into the bank account and ensure that there are sufficient funds available for withdrawal before each due
date. You must pay us all taxes that are imposed upon us or that we are required to collect and pay by reason
of the furnishing of products, intangible property (including trademarks) or services to you.

“Gross Sales” means all gross sums that you collect from all goods and services that you sell (including
from on-premises dining, take-out, delivery and catering), plus all other sums that you collect from the
operation of your Store, including the proceeds of any business interruption insurance.

“Gross Sales” also includes the full value of meals furnished to your employees as in incident to their
employment. However, the value of any such discounts may be credited against Gross Sales for purposes
of determining the amount of Gross Sales upon which the royalty fee and brand fund contribution is due.

If you utilize a third-party delivery service to deliver orders to consumers, “Gross Sales” includes the entire
sale price paid by the consumer, regardless of any fee deduction made by the delivery service provider prior
to remittance of the net proceeds to you. In other words, any service fee deducted by the third-party delivery
service provider from the proceeds paid by the consumer must be included in Gross Sales, even if not
collected by you.

“Gross Sales” does not include sales or use taxes, tips (if paid to and retained by employees), proceeds from
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the isolated sale of trade fixtures in the ordinary course of business, or receipts from vending machines
located at your Store (but Gross Sales includes your share of any such revenues). From time to time, we
may establish policies governing the manner in which the proceeds from the sale of gift cards are treated
for purposes of calculating Gross Sales.

We have established and administer a brand and system development fund to promote public awareness of
our brand and improve our System. You will have no voting rights pertaining to the administration of the
fund, the creation and placement of the marketing materials or the amount of the required contribution. We
recommend, but do not require, that you spend any minimum amount of money on local marketing during
the term of your Franchise Agreement.

Before you open, we will provide our initial training program for up to 2 individuals at no additional charge
for your 1* Store (the training fee is included as part of the initial franchise fee). You must pay us a training
fee of up to $350 per day (for a maximum of 6 hours of training per day) for:

e each person that attends our initial training program after you open your Store (such as new Managing
Owners or managers)

e any person who must retake training after failing to successfully complete training on a prior attempt
e any remedial training that we require based on your operational deficiencies

e cach person you send to our pre-opening initial training program in connection with your 2nd or
subsequent Store (pre-opening training is provided as part of the initial franchise fee for your 1st Store;
pre-opening initial training is optional for your 2nd and subsequent Stores)

e  cach person to whom we provide additional training that you request

e cach person who attends any system-wide or additional training that we conduct (although we
generally do not charge for this training unless conducted by a 3rd party such as a vendor or
manufacturer

If we agree to provide onsite training or assistance, you must also reimburse us for all costs incurred by our
representative for meals, travel and lodging. You must also reimburse us for the hourly rate we pay to our
representative. You are responsible for all expenses and costs that your trainees incur for training, including
wages, travel and living expenses. If you transfer your franchise, we may charge the new franchisee $2,000
initial training fee for our initial training program, which will be in addition to the transfer fee.

We may hold periodic national or regional conferences to discuss business and operational issues affecting
Stores. We may designate attendance at these conferences as optional or mandatory. You are also
responsible for all expenses and costs that the conference attendees incur, including wages, travel and living
expenses.

You must acquire and utilize all information and communication technology systems that we specify from
time to time (the “Technology Systems™). The “technology fee” includes all amounts you pay us or our
affiliates relating to the Technology Systems, including amounts paid for proprietary items and amounts
we collect from you and remit to third-party suppliers based on your use of their systems, software,
technology or services. The amount of the technology fee may change based upon changes to the
Technology Systems or the prices charged by third-party suppliers with whom we enter into master
agreements. The technology fee does not include any amounts you pay directly to third-party suppliers for
any component of the Technology Systems. As of the issuance date of this Disclosure Document, we do
not charge a technology fee.
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ITEM 7

ESTIMATED INITIAL INVESTMENT

Table A: Estimated initial investment for the purchase of a Store.

YOUR ESTIMATED INITIAL INVESTMENT

(SINGLE STORE)

TYPE OF METHOD OF To WHOM PAYMENT IS
1 AMOUNT WHEN DUE
EXPENDITURE PAYMENT To BE MADE
Initial F hise Fee 2 . .
fitial branciise tee $40,000 At time you sign
(assumes this is your Lump sum Franchise Agreement Us
first store purchased)
Food, Travel and
Lodging E . . -
oceine xpsanse.s .. $0 to $3,000 As incurred During training Hp‘gels, restaurants and
(2 people during initial airlines
training)
. Monthly
]i/fgrslfh]s)’elg::tz& : $20,000 to $40,000 Lump sum (with security deposit Landlord
paid before opening)
Build Out & 4 $237,000 to $297,000 | As incurred Before opening Coptractors, supp'hers,
Improvements designer and architect
Exterior Signage 3 $4,000 to $6,000 Lump sum Before opening Suppliers
?fgﬁ;ﬁ?;ﬁig;mlmre $5,000 to $20,000 As incurred Before opening Suppliers
Kitchen Equipment © $50,000 to $60,000 As incurred Before opening Suppliers
Technology Systems 7 | $13,600 to $17,200 Lump sum Before opening Suppliers
%Egéﬂtgrl;p Sly of $7,500 to $14,000 Lump sum Before opening Suppliers
Grand Opening $0 to $5,000 Lump sum 60 days before through Suppliers

Advertising ?

30 days after opening

Utility Deposits,
Licenses & Permits

$1,000 to $4,000

As incurred

Before opening

Utility companies and
government agencies

Professional Fees $0 to $3,500 Lump sum Before opening Lawyers & accountants

I . .
(I;Srl:llfri;f; + promium) $1,000 to $2,000 Lump sum Before opening Insurance companies
Additional Funds '° Suppli 1 d
(3 month period after | $10,000 to $20,000 | As incurred As incurred Hppriets, employees att

opening)

us

Total Estimated
Initial Investment '!

$389,100 to $531,700
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Table B — Estimated initial investment for the purchase of area development rights.

YOUR ESTIMATED INITIAL INVESTMENT
(AREA DEVELOPMENT - ASSUMES COMMITMENT OF 3 TO 5 STORES)

TYPE OF METHOD OF To WHOM PAYMENT IS
1 AMOUNT WHEN DUE
EXPENDITURE PAYMENT To BE MADE
Development Fee '2 $30,000 to $60,000 Lump sum At time you sign ADA | Us

Initial Investment to
Open Initial Store

$389,100 to $531,700

This is the total estimated initial investment in Table A above.

Total Estimated Initial
Investment

$419,100 to $591,700

Notes:

L.

We do not offer direct or indirect financing for any of these items. None of the fees payable to us are
refundable. We are unaware of any fees payable to third-party suppliers that are refundable, although some
landlords refund security deposits at the end of the lease if the tenant does not default.

The initial franchise fee is $40,000 if you are purchasing your first Store or $30,000 if you are purchasing
your 2™ or subsequent Store.

These figures presume that you will be leasing your premises. The expense of leasing will vary depending
upon the size of the premises, its location, landlord contributions, and the requirements of individual
landlords. We anticipate that most Stores will range in size from 1,200 to 1,500 square feet. We estimate
the rent will range from $5,000 to $10,000 per month for a typical franchisee. However, your actual rent
may vary depending on your area and the local market conditions. For example, a franchisee may face
significantly higher rent in areas such as New York City, San Francisco or Boston. Landlords typically
require security deposits equal to 1 or 2 months’ rent and may, in addition, require payment in advance of
the first and/or last (or more) month’s rent. The total estimated initial investment shown in the chart above
includes 1 months’ security plus 3 month’s rent. Some franchisees may prefer to own the premises for their
Store. The cost to purchase real estate varies so widely that we cannot reasonably estimate the cost.

The cost of leasehold improvements and build-out vary widely based upon a number of factors, including
the size and condition of the premises, whether or not there are any existing leasehold improvements and
whether the landlord will contribute to the cost of the improvements. These costs can also be affected by
the prevailing wage rate in your local market and local demand for construction services. This estimate also
includes the costs of hiring our designated supplier of interior design and architectural services (the cost for
these services ranges from $17,000 to $19,000).

This estimate includes the cost for your exterior signage. You must purchase and install the signage that we
specify. However, you may need to modify our standard signage to conform to local zoning laws, property
use restrictions and/or lease terms. In some instances, exterior signage may be prohibited due to applicable
zoning or use restrictions.

This estimates the cost to purchase your kitchen equipment, including blenders, tea brewers, espresso
machines, refrigerators, refrigeration units, dispensers, etc.

This includes your initial cost to purchase and set up your Technology Systems, including:

e  POS system and installation ($3,000 to $4,000)

e 5 Digital Menu Boards ($5,500 to $6,500)

e  security/camera system, including DVC, cameras and PC ($5,000 to $6,500)
e  music system ($100 to $200)
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8. This estimates the cost for your initial supply of food and beverage products, merchandise and retail items
offered for sale at your Store, gift cards, uniforms, smallwares, utensils, cleaning supplies, printing and
other operating supplies. You must offer for sale at your Store all merchandise and retail items that we
specify. At all times, you must maintain a reasonable supply of these inventory items at your Store.

9. We do not require that you spend any minimum amount of money on local marketing. However, some
franchisees choose to spend a reasonable amount of money on grand opening marketing activities to
promote the opening of their store. The high estimate assumes you choose to spend money on grand opening
marketing activities and includes expenditures for newspaper, direct mail advertising and promotional items
such as menu brochures and promotional flyers.

10.  This estimates your expenses during the first 3 months of operation, including payroll costs (excluding any
wage or salary paid to you) and other miscellaneous expenses and required working capital. It also includes
the estimated amounts you must reimburse to us for the expenses we incur in sending our corporate trainer
to your Store to provide 14 days of onsite assistance relating to the opening of your Store (the total amount
of these reimbursable expenses is estimated to range from $4,000 to $5,000). Your initial 3 months of rent
is separately stated in the table above. We have not included or accounted for any fees paid to the franchisor
or an affiliate that are calculated as a percentage of revenues. These figures are estimates based on our
principals’ experience in developing, opening and operating affiliate-owned Stores in California since 2003.

11.  You may have additional expenses starting your Store. We strongly recommend that you have independent
estimates on your anticipated cost to develop, open and operate your Store.

12.  See Item 5 for a discussion of the calculation of the development fee. This initial investment estimate
assumes the area developer franchisee will commit to develop either 3 Stores (low estimate) or 5 Stores
(high estimate). If you choose to purchase the right to develop more than 5 Stores, your development fee
will increase by an additional $15,000 per additional Store that you commit to develop (beyond the initial
5 Stores covered in the estimate above). This initial investment estimate does not include any of the costs
you will incur in opening any Stores other than the first Store to be developed under the ADA.

ITEM 8 RESTRICTIONS ON SOURCES OF PRODUCTS AND SERVICES

Source Restricted Purchases and Leases - Generally

We require that you purchase or lease certain “source restricted” goods and services for the development and
ongoing operation of your Business. By “source restricted,” we mean that the good or service must meet our
specifications and/or must be purchased from an approved or designated supplier (in some cases, an exclusive
designated supplier, which may be us or an affiliate). Our specifications and list of approved and designated
suppliers are contained in the Manual. We have formulated (and may modify) our specifications based upon our
experience in operating and franchising Stores. We will notify you of any changes to our specifications or list of
approved or designated suppliers. We may notify you of these changes in various ways, including written or
electronic correspondence, verbal or telephonic notification, amendments or updates to the Manual, bulletins, or
other means of communication.

Supplier Criteria

Our criteria for evaluating a supplier include standards for quality, delivery, performance, design, appearance and
price of the product or service as well as the dependability, reputation, financial viability and customer service
standards of the supplier. We may also consider a supplier’s willingness to pay us or our franchisees for the right
to do business with our Stores. We are not required to provide you with our specifications for reviewing suppliers
or products.

If you want to purchase or lease a source restricted item from a non-approved supplier, you must send us a written
request for approval and submit any additional information that we request. We may require that you send us
samples from the supplier for testing. We may also require that we be allowed to inspect the supplier’s facilities.
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We will notify you of our approval or disapproval within 30 days after we receive your request for approval plus
all additional information and samples that we require. We may, at our option, re-inspect the facilities and products
of any approved supplier and revoke our approval if the supplier fails to meet any of our then-current criteria. You
must reimburse us for all costs that we incur in reviewing a proposed supplier and testing the products (estimated
to range from $1,000 to $2,000 per product or supplier tested).

Current Source Restricted Items

As described below in more detail, we currently require that you purchase or lease the following source restricted
goods and services: the lease for your facility; design and construction services; fixtures, furnishings and décor;
operating equipment; Technology Systems; signage; inventory; marketing materials and services; and insurance
policies. We estimate that nearly 28% of the total purchases and leases that will be required to establish your
Business and 35% of your ongoing operating expenses will consist of source restricted goods or services.

Lease

If you will lease the premises for your Store, we must review and approve the lease before you sign it. The scope
of our review is limited to ensuring that it meets our minimum brand compliance standards (we do not review or
provide feedback on the business terms, such as the reasonableness of the rent charged). You must use your best
efforts to ensure your landlord signs the Lease Addendum that is attached to the Franchise Agreement as
ATTACHMENT "C". If your landlord refuses to sign the Lease Addendum in substantially the form attached to
the Franchise Agreement, we may require that you find a new site. The terms of the Lease Addendum are designed
to protect our interests. For example, the landlord must notify us of your defaults, offer us the opportunity to cure
your defaults, allow us to take an assignment of your lease in certain situations, permit us to enter the premises to
remove items bearing our Marks if you refuse to do so and give us a right of first refusal to lease the premises
upon the expiration or termination of your lease.

Design and Construction Services

Y ou must utilize the supplier that we designate to provide architectural and interior design services relating to the
development of your Store. We will provide you with prototype plans for a Store, including requirements for
dimensions, design, image, interior layout, décor, fixtures, equipment and color scheme. You must engage our
designated architect to prepare final plans for our approval. Once approved, you must construct and equip your
Store according to the approved plans as well as the specifications contained in the Manual. Your general
contractor must be appropriately licensed and bonded (if required by applicable law).

Fixtures, Furnishings and Décor

All of your fixtures, furnishings and décor must meet our standards and specifications. You must use only the
décor items that we specify or approve and that are consistent with our trade dress. We do not restrict the suppliers
from whom you may purchase these items.

Kitchen Equipment

All of your kitchen equipment must meet our standards and specifications. You must purchase this equipment
only from approved or designated suppliers.

Technology Systems

Our currently required Technology Systems include a POS system, camera/security system, music system and
digital menu boards. Your Technology Systems (including hardware, software, equipment, software applications,
mobile apps and similar items) must meet our standards and specifications. Certain components of your
Technology Systems must be purchased from approved or designated suppliers while other components may be
purchased from any supplier of your choosing. We may also require that certain services relating to the
establishment, use, maintenance, monitoring, security or improvement of your Technology Systems be purchased
from approved or designated suppliers. With respect to certain Technology Systems, you must purchase the
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specific system that we designate.
Signage

All of your exterior signage must meet our standards and specifications. You may purchase your signage from
any supplier of your choosing.

Inventory

All of your inventory items must meet our standards and specifications, including all food and beverage products,
merchandise and retail items offered for sale at your Store, gift cards, uniforms, smallwares, utensils, cleaning
supplies, printing and other operating supplies. Certain inventory items, including all branded items (such as cups,
bowls, bags, uniforms, gift cards, etc.) and all food items specially formulated for use at our Stores, must be
purchased only from suppliers that we designate. You may not utilize or sell any inventory items that we have not
approved.

Marketing Materials and Services

All of your marketing materials must comply with our standards and requirements. We must approve all of your
marketing materials before you use them. You must purchase all branded marketing materials only from us or
other suppliers that we designate or approve. We may require that you utilize a designated supplier to provide
social media marketing to promote your Store (we do not currently require that you utilize any particular supplier).

Insurance Policies

Y ou must obtain the insurance coverage that we require from time to time (whether in the Franchise Agreement
or in the Manual). You agree to obtain these insurance policies from insurance carriers that are rated A or better
by Alfred M. Best & Company, Inc. and that are licensed and admitted in the state in which you operate your
Business. The required coverage currently includes:

Policy Type Minimum Coverage
“All risk” Property Insurance Replacement Value
Comprehensive General Liability Insurance $2,000,000 per occurrence
Products Liability Insurance $2,000,000 per occurrence
Business Interruption Insurance At least 6 months
Employer’s Liability Insurance As required by law
Worker’s Compensation Insurance As required by law
Landlord-Required Insurance As required by lease

The required coverage and policies are subject to change. All insurance policies must be endorsed to: (a) name us
(and our members, officers, directors, and employees) as additional insureds; (b) contain a waiver by the insurance
carrier of all subrogation rights against us; and (c) provide that we receive 10 days’ prior written notice of the
termination, expiration, cancellation or modification of the policy.

Purchase Agreements

We will try to negotiate relationships with suppliers to enable our affiliates and franchisees to purchase certain
items at discounted prices. If we succeed, you will be able to purchase these items at the discounted prices that we
negotiate (less any rebates or other consideration paid to us). Alternatively, we reserve the right to purchase the
items in bulk and resell them to you at our cost plus a reasonable markup (your total cost to purchase the items
from us will not exceed your total cost to purchase the items directly from the supplier without the benefit of our
group purchasing power). As of the date of this Disclosure Document, we have negotiated purchase agreements
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(including pricing terms) with the suppliers for the following goods and services: certain inventory items,
equipment, building supplies and signage.

There are no purchasing cooperatives, although we reserve the right to establish one or more purchasing
cooperatives in the future. You do not receive any material benefits for using designated or approved suppliers
other than having access to any discounted pricing that we negotiate.

Franchisor Revenues from Source Restricted Purchases

Neither we nor any of our affiliates are currently suppliers for any source restricted items. However, we reserve
the right to designate ourselves and our affiliates as approved or designated suppliers in the future. No persons
affiliated with us are currently an approved (or the only approved) supplier. There are no approved or designated
suppliers in which any of our officers owns an interest.

We may receive rebates, payments or other material benefits from suppliers based on franchisee purchases and
we have no obligation to pass them on to our franchisees or use them in any particular manner. As of the issuance
date of this Disclosure Document, we do not have any relationships with suppliers that involve rebates, payments
or other material benefits based upon franchisee purchase or leases.

During the fiscal year ended December 31, 2021, our affiliate, B2B Time, Inc. received a total of $604,279 in
revenue as a result of franchisee purchases or leases of goods or services from designated or approved suppliers
(including purchase from B2B). The source of this information is profit and loss statements prepared for our
affiliate by our affiliate’s CPA. B2B Time, Inc. formerly served as a supplier of various inventory and branded
items but no longer acts as a supplier.

During the fiscal year ended December 31,2021, we did not receive any revenue as a result of franchisee purchases
or leases of goods or services from designated or approved suppliers (including purchases from us or our
affiliates).

ITEM 9 FRANCHISEE’S OBLIGATIONS

This table lists your principal obligations under the Franchise Agreement (FA), Area Development
Agreement (ADA) and other agreements. It will help you find more detailed information about your
obligations in these agreements and other items in this Disclosure Document.

OBLIGATION SECTIONS IN AGREEMENT DISCLOSURE DOCUMENT ITEM

. . L FA: Section 7.1 & 7.2
a. Site selection and acquisition/lease - Item 7 & Item 11 Item 11
ADA: Section 4.2

FA: Section 7.3, 12.5 & 16.1

b. Pre-opening purchases/leases - Item 5, Item 7, Item 8 & Item 11
ADA: Not Applicable
; - FA: Section 7.3 & 7.4
c. Slt'e develo'pment and other pre Item 6, Item 7 & Item 11
opening requirements ADA: Section 4.2
o ) o FA: Section 5
d. Initial and ongoing training Item 6 & Item 11

ADA: Not Applicable

) FA: Section 7.4
e. Opening - Item 11
ADA: Section 4.1

FA: Section 4.2, 5.7, 6.2 6.6, 8.4, 11.1,
f Fees 12.5,12.7, 12.12, 14, 16.1, 17.2 & 20.2 | Ttem 5 & Item 6

ADA: Section 5 & 7.2

Franchise Disclosure Document (2022)
Page 13



OBLIGATION

SECTIONS IN AGREEMENT

DISCLOSURE DOCUMENT ITEM

g. Compliance with standards and
policies/Operating Manual

FA: Section6.1,7.1,7.3,11.3,12 &
18.1

ADA: Section 4.2

Item 11

h. Trademarks and proprietary
information

FA: Section 18

ADA: Section 2

Item 13 & Item 14

i. Restrictions on products/services

FA: Section 12.3

- Item 16
offered ADA: Not Applicable
j- Warranty and client service FA: Section 12.11 Not Applicable
requirements ADA: Not Applicable
k. Territorial development and sales FA: Not Applicable Ttem 12
quotas ADA: Section 4.1
) ) FA: Section 12.5

1. Ongoing product/service purchases - Item 8

ADA: Not Applicable
m. Maintenance, appearance and FA: Section 12.6 & 12.8 Ttem 11

remodeling requirements

ADA: Not Applicable

n. Insurance

FA: Section 16.1

ADA: Not Applicable

Item 6 & Item 7 & Item 8

0. Advertising

FA: Section 0

ADA: Not Applicable

Item 6, Item 7 & Item 11

p. Indemnification

FA: Section 19

ADA: Not Applicable

Item 6

q. Owner’s participation/
management/staffing

FA: Section 8

ADA: Not Applicable

Item 11 & Item 15

r. Records/reports

FA: Section 16.2 & 16.3

ADA: Not Applicable

Item 6

s. Inspections/audits

FA: Section 17

ADA: Not Applicable

Item 6 & Item 11

FA: Section 20

t. Transfer - Item 17
ADA: Section 7
FA: Section 4
u. Renewal - Item 17
ADA: Section 4.4
o o FA: Section 22
v. Post termination obligations - Item 17
ADA: Not Applicable
. FA: Section 15
w. Non-competition covenants - Item 17
ADA: Not Applicable
) . FA: Section 23
x. Dispute resolution - Item 17
ADA: Section 8.3
y. Franchise Owner Agreement (brand | FA: ATTACHMENT "D" Item 17
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OBLIGATION SECTIONS IN AGREEMENT DISCLOSURE DOCUMENT ITEM

protection covenants, transfer
restrictions and financial assurance for | ADA: Not Applicable
owners and spouses)

ITEM 10 FINANCING

We do not offer direct or indirect financing. We do not guarantee any of your notes, leases or obligations.

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

TRAINING

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

Before you open your Business, we will:

1. License you the Marks necessary to begin operating your Store. (Section 2)

2. Provide you with generic prototype plans for a Store, including requirements for dimensions, design, image,
interior layout, décor, fixtures, equipment and color scheme. (Section 7.3)

3. Approve the location, build-out and design of your Store. See Section below entitled “Site Development”
for additional information. (Sections 7.1, 7.3 & 7.4)

4. Provide you with access to our Manual, which will help you establish and operate your Store. See Section
below entitled “Manual” for additional information. (Section 6.1)

5. Provide you with written specifications for the goods and services you must purchase to establish your
Store, as well as a written list of approved and/or designated suppliers for purposes of acquiring these goods
and services. We will assist you with the purchase of required equipment, signs, fixtures, opening inventory
and supplies by helping you set up accounts with approved suppliers. We do not deliver or install any items
that you are required to purchase. (Section 7.3 & 12.2)

6. Provide an initial training program. See Section below entitled “Training Program” for additional

information. (Section 5)

During the operation of your Business, we will:

1.

Send a corporate trainer to your Store to provide up to 14 days of on-site assistance and training relating to
the opening of your first Store. You must reimburse us for the costs we incur in sending our corporate
trainer to your Store. (Section 6.2)

Provide ongoing guidance and recommendations on ways to improve the marketing and operation of your
Store. (Section 6.3)

Provide periodic training programs. See Section below entitled “Training Program” for additional
information. (Section 5)

Maintain a corporate website to promote our brand. The website will include certain information about your
Store that we deem appropriate, such as address, contact information and hours of operation. We may
modify the content of and/or discontinue the website at any time in our sole discretion. (Section 6.5 &
11.3(d))

Administer the brand and system development fund. See Section below entitled “Brand and System
Development Fund” for additional information. (Section 11.1)
Provide you with our suggested retail pricing. You may deviate from our suggested retail pricing in your
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discretion. However, you must obtain our approval of any deviation that is more than 5% higher or lower
than our suggested retail pricing, unless such pricing is part of a temporary advertising campaign that we
require or approve or the discount is part of our loyalty program. To the extent permitted by applicable law,
we may set maximum or minimum prices on the goods and services you offer. (Section 12.4)

During the operation of your Business, we may, but need not:

Develop new recipes, menu items and merchandise for sale at your Store. (Section 6.7)

Negotiate purchase agreements with suppliers to allow you to purchase certain goods or services at
discounted prices. We may also purchase items in bulk at discounted prices and resell them to you at our
cost plus shipping and a reasonable markup. (Section 6.6)

Hold periodic national or regional conferences to discuss business and operational issues affecting our
Stores, including industry changes, new services, recipes, menu items and/or merchandise, marketing

Create a franchise advisory council. See Section below entitled “Advisory Council” for additional

1.
2.
3.
strategies and the like. (Section 5)
4.
information. (Section 13)
5.

Upon your request, provide additional training or assistance (either at our headquarters or at your Store).
See Section below entitled “Training Program” for additional information. (Section 5)

We do not provide area developers with any support under their ADA.

Training Program (Section 5 & 6.2)

Overview

We will provide an initial training program for the Managing Owner (defined in Item 15) and up to 1 other person.
These individuals must successfully complete the initial training program to our satisfaction.

Your Managing Owner must successfully complete training before you open your Store. However, there is no
specific period of time after signing or before opening that training must be completed.

The initial training program includes approximately 14 days of training at our corporate headquarters located in
Los Angeles, California (or at any other location we designate). A portion of the corporate training may also take
place at a Store owned by an affiliate of ours.

Currently, we intend to offer the initial training program at least once per month assuming sufficient demand.

Training Topics

The initial training program consists of the following:

TRAINING PROGRAM
SUBJECT HOURS OF CLASSROOM HOURS ON THE JOB T —
TRAINING TRAINING

Orientation and Concept 4 0 Los Angeles, California
Operations Management 3 0 Los Angeles, California
POS System 2 0 Los Angeles, California
Beverage and Food e
Preparation (On-sitc) 0 50 Los Angeles, California
Food Handlers Manager 1 0 Los Angeles, California
Course
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HOURS OF CLASSROOM HOURS ON THE JOB

SUBJECT LOCATION
TRAINING TRAINING

Product Ordering —
Specifications and Inventory 2 0 Los Angeles, California
Control
qulpment Usage and 3 0 Los Angeles, California
Maintenance
Marketmg, Advertising and 2 0 Los Angeles, California
Design
Qua.l lty. Standards and Store 3 0 Los Angeles, California
Sanitation
Total 20 50

In addition to the training described above, we will send a corporate trainer to your Store to provide approximately
14 days of on-site training and assistance. We need not send a corporate trainer to provide on-site assistance except
for the opening of your first Store. If we decide to send a corporate trainer to provide on-site training or assistance
for additional Stores, the time spent will not exceed 5 days at your Store. On-site training is an informal training
program where our corporate trainer provides on-site training, assists in coordinating your opening activities,
monitors your operations, and assist you with the opening of your Store.

Training Materials

The training materials will consist of the Manual, handouts, slide presentations, PowerPoint presentations, our
website and our new store opening list. You will not be charged an additional fee for any of the training materials.

Instructors

Esther Cho is in charge of our training program. Esther is our Operations Director and has been with us since
October 2019. She has more than 18 years of experience in the industry. Esther may be assisted by other corporate
store trainers who will all have at least 5 years of experience with the It’s Boba Time System.

Ongoing Training

From time to time, we may require that your Managing Owner and managers attend system-wide refresher or
additional training courses.

If you appoint a new Managing Owner or manager, that person must attend and successfully complete our initial
training program before assuming responsibility for the management of your Business.

If we conduct an inspection of your Store and determine you are not operating in compliance with the Franchise
Agreement and/or the Manual, we may require that the Managing Owner and your managers attend remedial
training that addresses your operational deficiencies.

You may also request that we provide additional training (either at corporate headquarters or at your Store). We
are not required to provide this additional training.

Training Fees and Costs

Before you open, we will provide our initial training program at no additional charge for your 1* Store (the training
fee is included as part of the initial franchise fee). You must pay us a training fee of up to $350 per day (which
covers a maximum of 6 hours of training per day) for:

e cach person that attends our initial training program after you open your Store (such as new Managing
Owners or managers)

e any person who must retake training after failing to successfully complete training on a prior attempt
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e any remedial training that we require based on your operational deficiencies

e each person you send to our pre-opening initial training program in connection with your 2nd or
subsequent Store (pre-opening training is provided as part of the initial franchise fee for your 1st Store;
pre-opening initial training is optional for your 2nd and subsequent Stores)

e  each person to whom we provide additional training that you request

e each person who attends any system-wide or additional training that we conduct (although we generally
do not charge for this training unless conducted by a 3rd party such as a vendor or manufacturer)

If we agree to provide onsite training or assistance, you must also reimburse us for all costs incurred by our
representative for meals, travel and lodging. We estimate the total amount of reimbursable expenses you must pay
us for sending our corporate trainer to your Store to provide 14 days of onsite opening assistance and training will
range from $4,000 to $5,000. You are responsible for all expenses and costs that your trainees incur for training,
including wages, travel and living expenses. If you transfer your franchise, we may charge the new franchisee a
$2,000 initial training fee, which would be in addition to the transfer fee.

Manual (Section 6.1, 12.2 & 25.8)

We will provide you with access to our Manual in text or electronic form for the term of your Franchise
Agreement. The Manual may include, among other things:

e adescription of the authorized goods and services that you may offer at your Store

e mandatory and suggested specifications, operating procedures, and quality standards for products,
services and procedures that we prescribe from time to time for Stores

e  mandatory reporting and insurance requirements

e mandatory and suggested specifications for your Store’s facility

e policies and procedures pertaining to any gift card or loyalty program that we establish
e policies and procedures pertaining to marketing and advertising

e  policies relating to data ownership, protection, sharing and use

e awritten list of goods and services (or specifications for goods and services) you must purchase for the
construction, development and operation of your Store and a list of any designated or approved suppliers
for these goods or services

The Manual is designed to establish and protect our brand standards and the uniformity and quality of the goods
and services offered by our franchisees All mandatory provisions contained in the Manual are binding on you. We
can modify the Manual at any time (the most current version will be available on our franchisee website portal),
but the modifications will not alter your status or fundamental rights under the Franchise Agreement. Any
modification to the Manual is effective at the time we notify you of the change. However, we may provide you
with a reasonable period of time to implement certain changes resulting from modifications to the Manual (for
example, implementing new software of technology). The Manual contains a total of 211 pages. A copy of the
Table of Contents to the Manual is attached to this Disclosure Document as EXHIBIT "E".

Site Development (Section 7.1, 7.2, 7.3, 7.5 & 12.8)

Stores are typically located in shopping centers, shopping malls or can be free-standing locations. They typically
range in size from 1,200 to 1,500 square feet. We do not select the site for your Store and we do not purchase the
premises and lease it to you. You must locate and obtain our approval of the site for your Store within 180 days
after your sign the Franchise Agreement. If you fail to obtain our approval of your site in the required period of
time, we may terminate your Franchise Agreement.

Your Store must be located within the Site Selection Area identified in Part B of ATTACHMENT "A" to the
Franchise Agreement (the “Site Selection Area”) and conform to our minimum site selection criteria. You must
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send us a complete site report (containing the demographic, commercial and other information, photographs and
video tapes that we may reasonably require) for your proposed site.

We will use our best efforts to approve or disapprove a proposed site within 15 business days after we receive all
of the requisite materials. Your site is deemed disapproved if we fail to issue our written approval within the 15
business day period. In reviewing a proposed site, we will consider factors such as parking, size, residential
population, daytime population (including workers), traffic counts and patterns, general location, existence and
location of competitive businesses, general character of the neighborhood and various economic indicators, lease
terms and physical configuration of the site.

If the site for your Store has been approved prior to signing the Franchise Agreement, then the address of your
approved site will be listed in Part C of ATTACHMENT "A" to the Franchise Agreement. If the site for your
Store has not been approved prior to signing the Franchise Agreement, then within 15 days after we approve your
site, we will send you a Site Approval Notice in the form attached to the Franchise Agreement as ATTACHMENT
"B" (the “Site Approval Notice). The Site Approval Notice will list the address of your approved location and
will identify your Territory.

If you will lease the premises for your Store, we must review and approve the lease before you sign it. The scope
of our review is limited to ensuring that it meets our minimum brand compliance standards (we do not review or
provide feedback on the business terms, such as the reasonableness of the rent charged). You must use your best
efforts to ensure your landlord signs the Lease Addendum that is attached to the Franchise Agreement as
ATTACHMENT "C". If your landlord refuses to sign the Lease Addendum in substantially the form attached to
the Franchise Agreement, we may require that you find a new site for your Store.

We will provide you with generic prototype plans for a Store, including requirements for dimensions, design,
image, interior layout, décor, fixtures, equipment and color scheme. You must utilize the supplier that we
designate to provide architectural and interior design services relating to the development of your Store. Our
designated architect must prepare detailed construction plans and ensure these plans comply with all federal, state
and local laws, regulations and ordinances, building codes, permits requirements, and lease requirements and
restrictions applicable to the premises. You must submit the final plans to us for approval. Once approved, you
must construct and equip your Store according to the approved plans as well as the specifications contained in the
Manual. You must also purchase and install the equipment, fixtures, signs and other items that we require.

In order for you to renew your franchise or transfer your Store, you must remodel and make all improvements and
alterations to your Store that we reasonably require to reflect our then-current design, image and specifications.
The cost of this remodeling obligation will not exceed $60,000 (for remodeling required as a condition to renewal)
or $30,000 (for remodeling required as a condition to transfer). You may not remodel or significantly alter your
premises without our prior approval.

If you sign an ADA, we must approve the location of each franchise to be developed under our then-current site
selection criteria.

Computer System (Section 12.5, 12.6, 12.7, 16.3 & 17.1)

Required Components

You must purchase and use all Technology Systems (as defined in Note 6 in Item 6) that we designate from time
to time. One component of our Technology Systems is your “computer system,” which is currently limited to the
Toast POS System that must be purchased from a designated supplier. The Toast POS System hardware
components include:

e  Toast Flex for Guest (Direct Attach)
e  Toast Printer (No Power Supply)
e  Toast Tap (On Counter)
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e  BBPOS Multi Reader

e  Toast Printer (With Power Supply — Kitchen Printer)
e  Toast Cash Drawer — TC200

e  Meraki Z3 Router (Toast Programmed)

We may change the components of the Technology Systems from time to time, including your computer system.

How Computer System Is Used

The computer system will generally be used to process sales transactions, implement our gift card program,
financial accounting, inventory management, preparing financial and other reports and communicating via e-
mail.

Fees and Costs

We estimate the initial cost of your computer system (including hardware and implementation/installation costs)
will range from $3,000 to $4,000.

You must pay the licensor of your POS system a monthly subscription fee that is currently $195 to $225 per month
($2,340 to $2,700 per year). The specific fee can vary depending on whether you choose to utilize certain optional
features, such as a Kitchen Display Screen. This fee is subject to change. In addition to the monthly subscription
fee, you must pay the licensor processing fees for credit card sales. The current processing fee is as follows:

Transaction Type Visa/MasterCard/Discover American Express*®
Swiped 2.49% + $0.15 per transaction 2.79% + $0.15 per transaction
Keyed 3.50% + $0.15 per transaction 3.09% + $0.15 per transaction

* Acceptance of American Express cards is optional. If you choose to accept these cards, you must sign a separate
merchant agreement with American Express.

As further detailed in Item 6, we may require that you pay us a technology fee for certain software, technology
and related services that we provide. As of the issuance date of this Disclosure Document, we do not charge a
technology fee.

Maintenance, Support, Updates and Upgrades

We are not aware of any optional or required maintenance, updating, upgrading or support contracts relating to
any component of your computer system. In exchange for the $195 to $225 monthly subscription fee described
above, the licensor of the Toast POS system will provide ongoing support, maintenance and updates. Except as
described in the preceding sentence, neither we nor any other party has any obligation to provide ongoing
maintenance, repairs, upgrades or updates to your computer system.

Collection and Sharing of Data

Your computer system will collect sales data and information about your customers, including names, contact
information and purchase history. We will have independent unlimited access to the data collected on your
computer system and there are no contractual limits imposed on our access.

We will own all data that you and/or we collect relating to your customers. We will grant you a license to use this
data solely for purposes of operating your Store. You must protect all customer data with a level of control
proportionate to the sensitivity of data. You must comply with all applicable data protection laws as well as our
data processing and data privacy policies set forth in the Manual from time to time. You must also comply with
the standards established by PCI-DSS to protect the security of credit card information.
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Computer System Maintenance and Changes

You must maintain the computer system in good working order at your cost. During the term of your franchise,
you may be required to upgrade or update your computer system and other Technology Systems to conform to
our then-current specifications. There are no contractual limitations on the frequency or cost of these updates or
upgrades.

Brand and System Development Fund (Section 11.1)

We have established and administer a brand and system development fund to promote public awareness of our
brand and to improve our System. We may use the fund to pay for any of the following in our discretion:

e developing maintaining, administering, directing, preparing, or reviewing advertising and marketing
materials, promotions and programs

e conducting and administering promotions, contests or giveaways
e  public awareness of any of the Marks

e public and consumer relations and publicity

e  brand development

e  administering a call center for consumer inquires

e research and development of technology, products and services
e  website development and search engine optimization

e development and implementation of quality control programs, including the use of mystery shoppers or
customer satisfaction surveys

e  conducting market research
e changes and improvements to the System

o the fees and expenses of any advertising agency we engage to assist in producing or conducting
advertising or marketing efforts

e  collecting and accounting for contributions to the fund
e  preparing and distributing financial accountings of the fund

e any other programs or activities that we deem necessary or appropriate to promote or improve the
System

e direct and indirect labor, administrative, overhead and other expenses incurred by us and/or our affiliates
in relation to any of these activities (including salary, benefits and other compensation of any our or our
affiliate’s officers, directors, employees or independent contractors based upon time spent working on
any brand fund matters described above)

We will direct and have complete control and discretion over all advertising programs paid for by the fund,
including the creative concepts, content, materials, endorsements, media used, coverage and placement of the
adverting. Currently, most advertising paid for by the fund is regional or national in coverage. Advertising may
be conducted through any media, including digital, print, radio and television. The fund will not be used to pay
for advertisements principally directed at selling additional franchises, although consumer advertising may include
notations such as “franchises available” and one or more pages on our website may promote the franchise
opportunity.

In terms of marketing activities paid for by the fund, we do not ensure that these expenditures in or affecting any
geographic area are proportionate or equivalent to the fund contributions by franchisees operating in that
geographic area or that any franchisee benefits directly or in proportion to their fund contributions. We assume no
direct or indirect liability or obligation to you with respect to the maintenance, direction or administration of the
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fund. The fund will not be a trust and we will have no fiduciary obligations with respect to our administration of
the fund. Once established, we reserve the right to discontinue the fund at any time in our sole discretion upon at
least 30 days’ prior notice.

On a weekly basis, you must contribute 2% of your Gross Sales to the fund. We will deposit into the fund all: (a)
fund contributions paid by you and other franchisees; and (b) fines paid by you and other franchisees. Any Store
owned by us or our affiliates will contribute to the fund on the same basis as our franchisees. However, if we
modify the amount or timing of the contributions that must be made to the fund, any Store owned by us or our
affiliates that is established or acquired after the modification may contribute to the fund utilizing the modified
amount or timing. Except as stated in this paragraph, we have no obligation to expend our own funds or resources
for any marketing activities in your area.

All monies deposited into the fund that are not used in the fiscal year in which they accrue will be utilized in the
following fiscal year. Any surplus of monies in the fund may be invested and we may lend money to the fund if
there is a deficit. An unaudited financial accounting of the operations of the fund will be prepared annually and
made available to you upon request. During the fiscal year ended December 31, 2021, we spent the marketing
funds in the following manner:

Allocation of Marketing Expenditures (2021)

Use of Funds Production Media Placement Administrative Expenses Other*
Percentage 15% 7% 50% 28%
Allocation

*  Other includes marketing & design related office supplies, and marketing & design related payroll reimbursements.
Local Advertising (Section 11.2 & 11.3)

You must participate at your own expense in all advertising, promotional and marketing programs that we require.
At a minimum, you must obtain and maintain a bold listing in your local white pages directory and maintain a
yellow pages advertisement in the form we specify. We may require other minimum advertising obligations in the
Manual from time to time.

Except for your required contributions to the brand and system development fund, we do not require that you
spend any minimum amount of money on marketing or advertising. However, you must comply with all
mandatory advertising programs and other marketing requirements in the Manual at your expense.

We may create and make available to you advertising and marketing materials for your purchase. We may use the
brand and system development fund to pay for the creation and distribution of these materials, in which case there
will be no additional charge. We may make these materials available over the Internet (in which case you must
arrange for printing the materials and paying all printing costs). Alternatively, we may enter into relationships
with third-party suppliers who will create the advertising or marketing materials for your purchase. We will
provide reasonable marketing consulting, guidance and support throughout the franchise term on an as needed
basis.

You will also have an opportunity to create advertising for your own use, provided we approve it in advance. You
may not use any advertising materials that have not been approved by us. You must submit to us any advertising
materials that you prepare or modify and we will have 10 business days to review and either approve or reject the
materials. Our failure to approve any advertising materials within the 10 business day period will be deemed to
be our disapproval of the materials.

You are encouraged to market your Store through approved social media channels in accordance with our social
media policy. We may require that you utilize our designated supplier for social media marketing services. At all
times you must comply with any social media policy that we develop.

At this time, we do not allow our franchisees to maintain their own websites or market their Stores on the Internet
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(except through approved social media channels). Therefore, you may not maintain a website, conduct e-
commerce, or otherwise maintain a presence or advertise on the Internet or any other public computer network. If
we change our policy at a later date to allow franchisees to maintain their own websites or market on the Internet,
you may do so only if you comply with all of the website and Internet requirements that we specify.

You are not required to participate in an advertising cooperative.

Advisory Council (Section 13)

We may, but need not, create a franchise advisory council to provide us with suggestions to improve the System,
including matters such as marketing, operations and new product or service suggestions. We would consider all
suggestions from the advisory council in good faith, but we would not be bound by any such suggestions. The
advisory council would be established and operated according to rules and regulations we periodically approve,
including procedures governing the selection of representatives of the advisory council to communicate with us
on matters raised by the advisory council. You would have the right to be a member of the advisory council as
long as you are not in default under the Franchise Agreement and you do not act in a disruptive, abusive or counter-
productive manner, as determined by us in our discretion. As a member, you would be entitled to all voting rights
and privileges granted to other members of the council. Any Store operated by us or our affiliates would also be
a member of the Advisory Council. Each member would be granted 1 vote on all matters on which members are
authorized to vote. We would have the power to form, change or dissolve the advisory council in our discretion.

Opening Requirements (Section 7.4)

We anticipate that a typical franchisee will open his or her Store within 9 to 12 months after signing the Franchise
Agreement. Some of the factors that may affect this time are identification of a suitable location, financing, the
extent to which an existing location must be upgraded or remodeled, construction delays, delayed installation of
equipment and fixtures, completion of training, obtaining insurance, and complying with local laws and
regulations. Unless we agree to the contrary, your Store must be opened within 1 year after you sign the Franchise
Agreement. Your failure to open within the 1-year period constitutes an event of default under your Franchise
Agreement.

You may not open your Store prior to receipt of our written authorization to open. We will not issue our
authorization to open until each of the following occur:

e your Managing successfully completes our initial training program

e  you purchase all required insurance policies and provide us with evidence of coverage
e  you obtain all required licenses, permits and other governmental approvals

e you pay us the initial franchise fee and all other amounts due to us and our affiliate

e we review and approve the construction, build-out and layout of your Store as meeting our required
standards and specifications

ITEM 12 TERRITORY

Location of Your Business

Each Franchise Agreement grants you the right to operate a single Store at a single location that must be approved
by us in advance. You must identify a location for your Store within the Site Selection Area described in Part B
of ATTACHMENT "A" to your Franchise Agreement.

You may relocate your Store with our prior written approval, which we will not unreasonably withhold. If we
allow you to relocate, you must: (a) obtain our approval of the site for your new Store within the Site Selection
Area (but outside any territory granted or reserved to us, our affiliate or any other franchisee); (b) comply with all
of our then-current site selection and development requirements; and (c) open your new Store and resume
operations within 30 days after closing your prior store.
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Your Territory (Franchise Agreement)

We will provide you with a designated territory. Your territory will be identified either: (a) in Part D of
ATTACHMENT "A" to your Franchise Agreement (if we approve the site for your Store before signing the
Franchise Agreement); or (b) in the Site Approval Notice that we send to you after we approve the site for your
Store (if we have not approved the site for your Store before signing the Franchise Agreement). Your territory
will be determined as follows:

e If your Store is located within a Captive Venue (defined further below in this Section), your territory
will be limited to premises of your Store (you will not receive any territory beyond your Store’s
premises)

e If your Store is located in an urban area (but not within a Captive Venue), your territory will consist of
the geographic area within a 4 mile radius from your Store

e If your Store is located neither within a Captive Venue nor within an urban area, your territory will
consist of the geographic area within a 1 mile radius from your Store

The determination of whether an area qualifies as an “urban area” will be made as of the date the territory is
determined by reference to the most recently issued publication by the US Census Bureau defining an “urban
area” and identifying “urban areas” located within the United States. Upon renewal, we reserve the right to modify
the boundaries of your territory in accordance with our then-current territory guidelines and criteria.

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

Although we do not grant exclusive territories, we do grant you certain territorial protections. Specifically, we
will not operate or authorize a third party to operate a Store using our Marks that is physically located within your
territory during the term of your Franchise Agreement except as otherwise permitted below with respect to Captive
Venues and Acquisitions (each defined below).

Your Development Territory (ADA)

If you sign an ADA, we will grant you a protected development territory. All stores that you open under the ADA
must be located within your development territory. A development territory typically consists of a geographic area
that coincides with the boundaries of a municipality, such as a city, county or state or may consist of a smaller
designated market area. There is no specific minimum or maximum size for a development territory. In
determining the size of your development territory, we primarily consider the number of stores we believe your
development territory can sustain.

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

Although we do not grant exclusive development territories, we do grant you certain territorial protections.
Specifically, we will not establish or grant rights to other persons to establish another Store in your development
territory during the term of the ADA except: (a) for any Stores that are located within your development territory
as of the date you sign the ADA (either open, under construction or for which a Franchise Agreement has been
signed); and (b) as otherwise permitted below with respect to Captive Venues and Acquisitions.

You must sign a separate Franchise Agreement for each store that you establish under the ADA and you may only
operate from the locations approved by us under the Franchise Agreements. We must approve the location of each
store to be developed under our then-current site selection criteria. We identify your development territory, the
development fee and the development schedule in the ADA before you sign it.

Limitations on Territorial Rights

We reserve the right to operate Stores, or license others to operate Stores, in Captive Venues. A “Captive Venue”
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means a Store that is located within, or is a part of, another establishment or facility that consumers may visit for
a purpose other than visiting a Store. Examples include Stores that are located within hotels, college campuses or
universities, airports, train stations, stadiums or sporting arenas, bus stations, shopping malls, or within other
similar types of establishments. Captive Venues are excluded from your territorial protections. This means that
we may operate, or license or franchise a third party to operate, a Store within a Captive Venue that is located
within your territory and development territory, if applicable.

We reserve the right to acquire, or be acquired by, another business or chain that may sell competitive or identical
goods or services, and those businesses may be converted into Stores operating under the Marks regardless of
their location (an “Acquisition”). Any such acquired or converted stores may be located within your territory and
development territory, if applicable.

Alternative Channels of Distribution

We reserve the right to sell or license others to sell competitive or identical goods or services (whether under the
Marks or under different trademarks) through Alternative Channels of Distribution. An “Alternative Channel of
Distribution” means any channel of distribution other than retail sales made to customers while present at a Store.
Examples of Alternative Channels of Distribution include:

e  sales through direct marketing, such as over the Internet or through catalogs or telemarketing

e  sales through retail stores that do not operate under the Marks, such as grocery stores, convenience stores
or department stores

e sales made at wholesale

e  on-site sales to customers, such as sales to employee groups at a business site or sales to customers in
their homes

e  sales through catering or other delivery services
e  sales through kiosks or mobile trailers

We may sell or license a third party to sell competitive or identical goods or services through Alternative Channels
of Distribution (whether under the Marks or different trademarks) anywhere within your territory and development
territory, if applicable. You are not entitled to any compensation for sales that take place through Alternative
Channels of Distribution.

Restrictions on Your Sales and Marketing Activities

You can market and advertise outside of your territory and development territory, if applicable, as long as you
comply with all policies and procedures set forth in the Manual from time to time governing extra-territorial
marketing. You are not permitted to market or sell through Alternative Channels of Distribution (such as the
Internet, catalog sales, telemarketing or other direct marketing) either within or outside of your territory or
development territory, if applicable, except that you may promote your Store through approved social media
channels in accordance with our social media policy. Your marketing activities are also subject to the additional
restrictions described in Item 11 under the Section entitled “Local Advertising.” There are no other restrictions on
your right to solicit customers, whether from inside or outside of your territory and development territory, if
applicable.

Minimum Performance Requirements

Your territorial protections under your Franchise Agreement do not depend on achieving a certain sales volume,
market penetration, or other contingency.

If you sign an ADA and fail to satisfy your development schedule by establishing the minimum number of Stores
within the required period of time, we may terminate your ADA and you will lose the territorial protections
associated with your development territory.

Franchise Disclosure Document (2022)
Page 25



Additional Franchises and Territories

You are not granted any options, rights of first refusal or similar rights to acquire additional territories or
franchises, other than your right and obligation to develop multiple Stores within your development territory if
you sign an ADA.

Competitive Businesses Under Different Marks

Currently, neither we nor any affiliate of ours intends to operate or franchise another business under a different
trademark that sells products or services similar to the products or services offered at a Store. However, we reserve
the right to do so in the future.

ITEM 13 TRADEMARKS

Our affiliate, J & U Corporation (“J&U”), registered the following trademarks on the United States Patent and
Trademark Office principal register:

REGISTERED MARKS
Registration Dat
Mark Registration Number (‘;{geli:;::;) ]I;at:)e
IT’S BOBA TIME 4273426 January §, 2013
BOBA TIME 4229643 October 23, 2012

J&U also applied to register the following trademarks on the Principal Register at the United States Patent and
Trademark Office based on actual use:

UNREGISTERED MARKS
Mark Serial Number Application Date
BOBA TIME 90809433 July 2, 2021
IT’S BOBA TIME 90809413 July 2, 2021
90809637 July 2, 2021

We do not have a federal registration for the Marks in the table above labeled “Unregistered Marks.” Therefore,
these Marks do not have many legal benefits and rights as a federally registered trademark. If our right to use any
of these Marks is challenged, you may have to change to an alternative trademark, which may increase your
expenses.

All required affidavits have been filed and all renewals will be filed when due.

On August 27, 2021, we entered into a License Agreement (the “License Agreement”) with J&U. Under the terms
of the License Agreement, J&U granted us the right to use the Marks and to sublicense the Marks to our
franchisees. The term of the License Agreement automatically renews annually, unless it is terminated in
accordance with its terms. J&U is permitted to terminate the License Agreement only if we declare bankruptcy or
become insolvent, if we and J&U mutually agree to terminate the License Agreement or if we breach J&U’s
quality control standards and fail to cure the breach within a 60 day cure period. If the License Agreement is
terminated, the agreement states that all sublicenses granted by us to our franchisees will continue in full force
and effect until the expiration or termination of the applicable franchise agreement. Except as discussed above, no
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agreements limit our right to use or sublicense the use of the Marks.

We grant you the right to operate your Store under the names “Boba Time,” “It’s Boba Time” and logo shown on
the cover page of this Disclosure Document. By trademark, we mean trade names, trademarks, service marks, and
logotypes used to identify your Store or the products or services sold at your Store. We may change the trademarks
you may use from time to time (including by discontinuing use of the Marks listed in this Item 13). If this happens,
you must change to the new trademark at your expense.

You must follow our rules when using the Marks. You cannot use our name or mark as part of a corporate name
or with modifying words, designs, or symbols unless you receive our prior written consent. You may not use the
Boba Time or It’s Boba Time name relating to the sale of any product or service that is not previously authorized
by us in writing.

Y ou must notify us immediately when you learn about an infringing or challenging use of the Marks. We will take
the action we think appropriate, but we are not required to take any action if we do not feel it is warranted. We
may require your assistance, but you are not permitted to control any proceeding or litigation relating to our Marks.
Y ou must not directly or indirectly contest our or J&U’s right to the Marks.

The Franchise Agreement does not require us to: (a) protect your right to use the Marks or protect you against
claims of infringement or unfair competition arising out of your use of the Marks; or (b) participate in your defense
or indemnify you for expenses or damages you incur if you are a party to an administrative or judicial proceeding
involving our marks or if the proceeding is resolved in a manner that is unfavorable to you.

There are no currently effective material determinations of the Patent and Trademark Office, the Trademark Trial
and Appeal Board, the trademark administrator of this state or any court; no pending infringements, oppositions
or cancellations; and no pending material litigation involving any of the Marks. We do not know of any infringing
uses that could materially affect your use of the Marks.

ITEM 14 PATENTS, COPYRIGHTS, AND PROPRIETARY INFORMATION

No patents or pending patent applications are material to the franchise. Although we have not filed an application
for copyright registration for the Manual, our website or our marketing materials, we do claim a copyright to these
items. During the term of your Franchise Agreement, we will allow you to use our proprietary information relating
to the development, marketing and operation of a Store, including, recipes, training materials, merchandise and
vendor lists, methods, techniques, specifications, procedures, policies, marketing strategies and information
comprising the System and the Manual. All ideas, improvements, inventions, marketing materials, and other
concepts you develop relating to the operation of your Store will be owned by us. We will also own all data that
you collect regarding your customers and business operations, but we will license you the right to utilize this data
during the term of your Franchise Agreement.

You are required to maintain the confidentiality of all of our proprietary information and use it only in strict
accordance with the terms of the Franchise Agreement and the Manual. You must promptly tell us when you learn
about unauthorized use of our proprietary information. We are not obligated to act, but will respond to this
information as we deem appropriate. You are not permitted to control any proceeding or litigation alleging the
unauthorized use of any of our proprietary information. We have no obligation to indemnify you for any expenses
or damages arising from any proceeding or litigation involving our proprietary information. There are no
infringements that are known by us at this time.

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

The Franchise Agreement requires that you designate an owner who will be primarily responsible for the daily
management and supervision of the Store (the “Managing Owner”). We must approve the owner that you appoint
to serve as the Managing Owner. The Managing Owner must at all times hold at least a 20% ownership interest
in the franchise (or the entity that is the franchisee under the Franchise Agreement). The Managing Owner must
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dedicate his or her full time efforts to your Business. Any new Managing Owner must successfully complete the
initial training program before becoming involved with the supervision, management or operation of the Business.
The Managing Owner must also complete any mandatory refresher or advanced training courses that we require.

You may hire a manager to assume responsibility for the daily on-site management and supervision of your Store,
but only if: (a) the manager successfully completes the initial training program (and you pay us the associated
training fee); (b) the manager signs a Confidentiality Agreement, the current form of which is attached to the
Franchise Agreement as ATTACHMENT "F"); and (c) the Managing Owner agrees to assume responsibility for
the supervision and operation of your Store if the manager is unable to perform his or her duties due to death,
disability, termination of employment, or for any other reason, until such time that you obtain a suitable
replacement manager.

At all times, the Managing Owner must monitor and supervise the activities of each manager to ensure the Store
is operated in accordance with the Franchise Agreement and the Manual. We do not require that the manager own
any equity interest in the franchise. At all times during normal business hours, either the Managing Owner or a
trained manager must be present at your Store to provide on-site supervision and management.

All of your employees and other agents or representatives who may have access to our confidential information
must sign a Confidentiality Agreement, the current form of which is attached to the Franchise Agreement as
ATTACHMENT "F". If you are an entity, each owner (i.e., each person holding an ownership interest in you) and
the spouse of each owner must sign a Franchise Owner Agreement, the form of which is attached to the Franchise
Agreement as ATTACHMENT "D".

ITEM 16 RESTRICTIONS ON WHAT THE FRANCHISEE MAY SELL

We must approve all goods and services that you sell from or in connection with your Store. You must offer all
goods and services that we require. You may not sell any goods or services that we have disapproved. We have
the unrestricted right to change the goods and/or services that you are required to sell at any time in our sole
discretion, and you must comply with any such change.

We may require that you participate in a gift card or other customer loyalty program in accordance with our
policies and procedures. You must follow all of our policies regarding any gift card or loyalty program that we
establish.

ITEM 17 RENEWAL, TERMINATION, TRANSFER, AND DISPUTE RESOLUTION

This table lists certain important provisions of the franchise agreement (FA), Area Development Agreement
(ADA) and related agreements. You should read these provisions in the agreements attached to this
Disclosure Document.

THE FRANCHISE RELATIONSHIP

SECTIONS IN

PROVISION SUMMARY
AGREEMENT
) FA: Section 4.1 Term is equal to 10 years.
a. Length of the franchise - - oot franch 1o develoned und
term ADA: Section 2 Term expires on opening of last franchise to be developed under

development schedule.

If you meet our conditions for renewal, you can enter into 2

. consecutive successor franchise agreements. Each renewal term
FA: Section 4.1 & g

b. Renewal or extension | 45 will be 5 years, for a total maximum term of 20 years. The parties
of the term ’ may mutually agree to further renewals but neither party is
obligated to do so (subject to state law).
ADA: Section 4.4 No renewal rights.
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THE FRANCHISE RELATIONSHIP

PROVISION

SECTIONS IN
AGREEMENT

SUMMARY

c. Requirements for you
to renew or extend

FA: Section 4.1 &
42

You must: not be in default; give us timely notice; sign our then-
current form of franchise agreement and related documents (e.g.,
Franchise Owner Agreement, etc.); sign a general release (subject
to state law); pay the renewal fee; remodel or upgrade your Store
and its furniture, fixtures and equipment to comply with our then-
current standards and specifications; and maintain possession of
your Store under your lease. If you renew, you may be required to
sign a contract with materially different terms and conditions than
the original contract.

ADA: Section 4.4

You may not renew or extend the term of the ADA.

d. Termination by you

FA: Section 21.1

You can terminate only if we fail to cure a material default within
the cure period.

ADA: Section 8

You can terminate under any grounds permitted by law.

e. Termination by us
without cause

FA: Section 21.4

We can terminate without cause if you and we mutually agree to
terminate.

ADA: Not
Applicable

Not applicable

f. Termination by us with
cause

FA: Section 21.2 &
21.3

We can terminate if you default.

ADA: Section 8

We can terminate if you default.

g. “Cause” defined -
curable defaults

FA: Section21.2 &
213

You have 10 days to cure any monetary default. You have 30 days
to cure any other default (other than defaults described below under
“non-curable defaults”).

ADA: Section 8

You have 30 days to cure any default, other than defaults described
below under “non-curable defaults.”

h. “Cause” defined - non-
curable defaults

FA: Section 21.2

The following defaults cannot be cured: failure to successfully
complete training; failure to find approved site or open in timely
manner; insolvency, bankruptcy or seizure of assets; abandonment
of franchise; failure to maintain required license or permit;
conviction of certain types of crimes or subject of certain
administrative actions; failure to comply with material law;
commission of act that may adversely affect reputation of System
or Marks; health or safety hazards; material misrepresentations; 2™
underreporting of any amount due by at least 2%; unauthorized
transfers; unauthorized use of our intellectual property; violation of
brand protection covenant; breach of Franchise Owner Agreement
by owner or spouse; termination of your lease due to your default;
or termination of any other agreement between you and us or an
affiliate due to your default. However, the termination of an ADA
due to your default is not grounds for termination of any Franchise
Agreement that is otherwise in good standing.

ADA: Section 8

You cannot cure any default relating to the termination of a
franchise agreement based on your default. Any termination of a
franchise agreement is a default under the ADA allowing us to
terminate without cure period.
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THE FRANCHISE RELATIONSHIP

PROVISION

SECTIONS IN
AGREEMENT

SUMMARY

i. Your obligations on
termination/non-
renewal

FA: Section 22.1

Obligations include: complete deidentification; cease use of
intellectual property; return of Manuals and all branded materials;
assignment of telephone numbers, listings and domain names;
cancellation of fictitious names; and payment of amounts due (also

[73%t)

see “r”’, below).

ADA: Not
Applicable

The ADA does not impose any specific obligations on you after it
is terminated or expires.

j. Assignment of contract

FA: Section 20.1

No restriction on our right to assign.

by us ADA: Section 7.1 No restriction on our right to assign.
FA: Section 20.2 &
ATTA.(.:HMENT G Includes transfer of contract or assets, or ownership change.
(definition of
. “Transfer” by you — “Transfer”)
definition

ADA: Section 1
(definition of
“Transfer”) & 7.2

Includes transfer of contract or assets, or ownership change.

1. Our approval of

transfer by you

FA: Section 20.2,
203 &
ATTACHMENT "G"
(definition of
“Permitted Transfer”)

If certain conditions are met, you may transfer to a newly-formed
entity owned by you, or in certain instances, to an existing owner,
without our approval. We have the right to approve all other
transfers but will not unreasonably withhold approval.

ADA: Section 1
(definition of
“Permitted
Transfer”), 7.2 & 7.3

If certain conditions are met, you may transfer to a newly-formed
entity owned by you, or in certain instances, to an existing owner,
without our approval. We have the right to approve all other
transfers but will not unreasonably withhold approval.

m. Conditions for our

approval of transfer

FA: Section 20.2

Transferee must: meet our qualifications; successfully complete
training (or commit to do so); obtain all required licenses and
permits; agree in writing to assume all of your obligations under
any agreements relating to the Business; and sign a new franchise
agreement for the remainder of the term (or at our option, take
assignment of existing franchise agreement). You must: notify us in
advance if you intend to offer your business for sale; be in
compliance with Franchise Agreement; assign your lease, if
applicable; remodel the Store and upgrade its furniture, fixtures and
equipment to current standards (or get a commitment from
transferee to do so); pay us the transfer fee; sign a general release
(subject to state law); and provide 2 weeks of on-site training to
transferee at no cost. We must notify you that we do not intend to
exercise our right of first refusal.
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THE FRANCHISE RELATIONSHIP

PROVISION

SECTIONS IN
AGREEMENT

SUMMARY

ADA: Section 7.2

Transferee must meet our qualifications, successfully complete
training (or commit to do so) and sign a new area development
agreement for the remainder of the term (or at our option, take
assignment of existing ADA). You must be in compliance with all
Franchise Agreements and ADA, assign all Franchise Agreements
to same purchaser unless we agree to contrary (or at our option,
purchaser must sign our then current form of franchise agreement),
comply with transfer provisions under Franchise Agreements, pay
us the transfer fee and sign a general release (subject to state law).
We must notify you that we do not intend to exercise our right of
first refusal.

. Our right of first
refusal to acquire your
business

FA: Section 20.5

We have the right to match any bona fide, arms-length offer for
your business.

ADA: Section 7.5

We have the right to match any bona fide, arms-length offer for
your area development rights.

. Our option to purchase
your business

FA: Section 22.2

We have the option to purchase your Business at the expiration or
termination of the Franchise Agreement.

ADA: Not
Applicable

We do not have a right to purchase your area development rights
unless you attempt to transfer your rights to a third-party purchaser.

. Your death or
disability

FA: Section 20.4

Within 1 year, franchise must be assigned by estate to an assignee
in compliance with conditions for other transfers. We may
designate manager to operate the Business prior to transfer.

ADA: Section 7.4

Within 1 year, franchise must be assigned by estate to an assignee
in compliance with conditions for other transfers.

. Non-competition
covenants during the
term of the franchise

FA: Section 15.2 &
15.3

No involvement in competing business; comply with non-
disclosure covenants.

ADA: Not
Applicable

The ADA does not impose any noncompetition covenants.

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

FA: Section 15.2,

No involvement for 2 years in competing business at your Store or
within 25 miles of any other Store; comply with non-disclosure

154 &221 covenants; cease use of intellectual property.
ADA: Not . .
Applicable The ADA does not impose any noncompetition covenants.

FA: Section 25.3 &

Requires writing signed by both parties (except for unilateral
changes to Manual or unilateral reduction of scope of restrictive

. Modification of the 25.8 covenants by us). Other modifications primarily to comply with
agreement various states laws.
ADA: Section 11.6 quulrfas writing 51gneF1 by bpth parties. Other modifications
primarily to comply with various states laws.
Only the terms of the Franchise Agreement and attachments to
Franchise Agreement are binding (subject to state law). Any
Inteeration/meroer representations or promises made outside the Disclosure Document
’ cla fse & FA: Section 25.8 and Franchise Agreement may not be enforceable. Nothing in the

Franchise Agreement or any related agreements is intended to
disclaim any of the representations we made in this Disclosure
Document.
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THE FRANCHISE RELATIONSHIP

ECTI IN
PROVISION = DCTIORE SUMMARY
AGREEMENT

Only the terms of the ADA and attachments to ADA are binding
(subject to state law). Any representations or promises made
outside the Disclosure Document and ADA may not be
enforceable. Nothing in the ADA or any related agreements is
intended to disclaim any of the representations we made in this
Disclosure Document.

ADA: Section 11.6

Subject to state law, all disputes must be mediated or arbitrated

u. Dispute resolution by FA: Section 23 before litigation, except for certain disputes involving our
arbitration or intellectual property or compliance with restrictive covenants.
mediation Subject to state law, all disputes must be mediated and then

ADA: Section 8.3 arbitrated before litigation.

Subject to state law, all mediation, arbitration and litigation must
take place in county where we maintain our principal place of
business at time dispute arises (currently, Los Angeles County,
California).

FA: Section 23

v. Choice of forum - — — —
Subject to state law, all mediation, arbitration and litigation must

take place in county where we maintain our principal place of
business at time dispute arises (currently, Los Angeles County,
California).

ADA: Section 8.3

Subject to state law, California law governs, except laws and public
FA: Section 25.1 policies of your state govern enforcement of the non-competition
covenants

w. Choice of law - - - -
Subject to state law, California law governs, except laws and public

ADA: Section 11.1 policies of your state govern enforcement of the non-competition
covenants

ITEM 18 PUBLIC FIGURES
We do not use any public figures to promote our franchise.
ITEM 19 FINANCIAL PERFORMANCE REPRESENTATIONS

The FTC’s Franchise Rule permits a franchisor to provide information about the actual or potential financial
performance of its franchised and/or franchisor-owned outlets, if there is a reasonable basis for the information,
and if the information is included in the Disclosure Document. Financial performance information that differs
from that included in Item 19 may be given only if: (1) a franchisor provides the actual records of an existing
outlet you are considering buying; or (2) a franchisor supplements the information provided in this Item 19, for
example, by providing information about possible performance at a particular location or under particular
circumstances.

We do not make any representations about a franchisee’s future financial performance or the past financial
performance of company-owned or franchised outlets. We also do not authorize our employees or representatives
to make any such representations either orally or in writing. If you are purchasing an existing outlet, however, we
may provide you with the actual records of that outlet. If you receive any other financial performance information
or projections of your future income, you should report it to the Federal Trade Commission, the appropriate state
regulatory agencies, and our management by contacting our President, Ms. Eunice Unmi Pak, at 701 S. Vermont
Ave., Los Angeles, California 90005 or by phone at (213) 251-0001.
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ITEM 20 OUTLETS AND FRANCHISEE INFORMATION

TABLE 1 - SYSTEM-WIDE OUTLET SUMMARY FOR YEARS 2019 TO 2021

Outlet Type Year Outleti lilet ;?eeaftart of Outlettshit ‘t{lézfnd of Net Change

2019 28 40 +12

Franchised 2020 40 45 +5
2021 45 46 +1
2019 0

Company-Owned 2020 +3
2021 0

2019 32 44 +12

Total Outlets 2020 44 52 +8
2021 52 53 +1

TABLE 2 - TRANSFERS OF OUTLETS FROM FRANCHISEES TO NEW OWNERS (OTHER THAN THE FRANCHISOR)

FOR YEARS 2019 TO 2021
State Year Number of Transfers
2019 4
California 2020 5
2021 5
2019 4
Total 2020 5
2021 5
TABLE 3 - STATUS OF FRANCHISED OUTLETS FOR YEARS 2019 TO 2021
Outlets at . Reacquired Ceas.ed Outlets at
State Year Start of Outlets Teljmm- Non- by Operations - End of
Year Opened ations Renewals Franchisor Other Year
Reasons
2019 28 12 0 0 0 0 40
California 2020 40 7 0 0 2 0 45
2021 45 5 4 0 0 0 46
2019 28 12 0 0 0 0 40
Totals 2020 40 7 0 0 2 0 45
2021 45 4 0 0 0 46

Notes:

1. In 2021, one franchisee in California terminated their Franchise Agreement prior to opening the outlet.
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TABLE 4 - STATUS OF COMPANY-OWNED OUTLETS FOR YEARS 2019 TO 2021

State Year Outlets at Outlets Re(zlcl(tlllfit:ed Outlets Outlets Sold Outlets at
Start of Year Opened From Closed to Franchisee | End of Year
Franchisee
2019 4 0 0 0 0 4
California 2020 4 1 2 0 0 7
2021 7 0 0 0 0 7
2019 4 0 0 0 0 4
Totals 2020 4 1 2 0 0 7
2021 7 0 0 0 0 7
TABLE S - PROJECTED OPENINGS AS OF DECEMBER 31, 2021
Franchise Agreements Projected New Franchised Projected New Company-
State Signed But Outlet Not Outlets in the Next Fiscal Owned Outlets in the Next
Opened Year Fiscal Year
Arizona 1 1 0
California 27 14 0
Nevada 1 1 0
Total 29 16 0

Our fiscal year ends on December 31, A list of all current franchisees is attached to this Disclosure Document as
EXHIBIT "F" (Part A), including their names and the addresses and telephone numbers of their outlets as of
December 31, 2021. In addition, EXHIBIT "E" (Part B) lists the name, city and state, and the current business
telephone number (or, if unknown, the last known home telephone number) of every franchisee who had an outlet
terminated, canceled, not renewed, or otherwise voluntarily or involuntarily ceased to do business under the
franchise agreement during our most recently completed fiscal year or who has not communicated with us within
10 weeks of the issuance date of this Disclosure Document. If you buy this franchise, your contact information
may be disclosed to other buyers when you leave the franchise system.

In the last 3 fiscal years, some franchisees have signed confidentiality agreements with us. In some instances,
current and former franchisees sign provisions restricting their ability to speak openly about their experience with
us. You may wish to speak with current and former franchisees, but be aware that not all such franchisees will be
able to communicate with you.

There are no (a) trademark-specific franchisee organizations associated with the franchise system being offered
that we have created, sponsored or endorsed or (b) independent franchisee organizations that have asked to be

included in this Disclosure Document.
ITEM 21 FINANCIAL STATEMENTS

Audited financial statements of Boba Time, Inc. for the fiscal years ended December 31, 2019, December 31,
2020 and December 31, 2021 are attached to this Disclosure Document as EXHIBIT "G".

ITEM 22 CONTRACTS

Attached to this Disclosure Document (or the Franchise Agreement attached to this Disclosure Document) are
copies of the following franchise and other contracts or agreements proposed for use or in use in this state:
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Exhibits to Disclosure Document

EXHIBIT "C" Franchise Agreement

EXHIBIT "D" Area Development Agreement
EXHIBIT "H"-1  State Addenda

EXHIBIT "H"-2  Franchisee Disclosure Questionnaire
EXHIBIT "H"-3  General Release

Attachments to Franchise Agreement

ATTACHMENT "B"
ATTACHMENT "C"
ATTACHMENT "D"
ATTACHMENT "E"
ATTACHMENT "F"

Form of Site Approval Notice
Lease Addendum

Franchise Owner Agreement
ACH Authorization Form
Confidentiality Agreement

ITEM 23 RECEIPT

EXHIBIT "J" to this Disclosure Document are detachable receipts. You are to sign both, keep one copy and return

the other copy to us.
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EXHIBIT "A"

TO DISCLOSURE DOCUMENT

STATE AGENCIES AND ADMINISTRATORS

CALIFORNIA

Commissioner of Financial
Protection & Innovation

Department of Financial
Protection & Innovation

320 West 4™ Street, #750
Los Angeles, CA 90013
(213) 576-7500
1-866-275-2677
HAWAII

Commissioner of Securities of
the State of Hawaii

335 Merchant Street, Room 203
Honolulu, Hawaii 96813

(808) 586-2722

Agents for Service of Process:

Commissioner of Securities of
the State of Hawaii

Department of Commerce and
Consumer Affairs

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

(808) 586-2722

ILLINOIS

Ilinois Attorney General
Chief, Franchise Division

500 South Second Street
Springfield, IL 62706

(217) 782-4465

INDIANA

Secretary of State

Securities Division

Room E-018

302 West Washington Street
Indianapolis, IN 46204

(317) 232-6681

MARYLAND

Office of the Attorney General
Securities Division

200 St. Paul Place

Baltimore, Maryland 21202
(410) 576-6360

Agent for Service of Process:
Maryland Securities Commissionel
200 St. Paul Place

Baltimore, Maryland 21202-2020
MICHIGAN

Franchise Section

Consumer Protection Division
525 W. Ottawa Street, G. Mennen
Williams Building, 1% Floor
Lansing, MI 48913

(517) 335-7567

MINNESOTA

Commissioner of Commerce
Director of Registration

85 Seventh Place East, #280

St. Paul, Minnesota 55101-3165
(651) 539-1500

NEW YORK

NYS Department of Law

Investor Protection Bureau

28 Liberty St. 21° {1

New York, NY 10005

(212) 416-8285

Agents for Service of Process:
New York Department of State
One Commerce Plaza

99 Washington Avenue, 6th Floor
Albany, NY 12231

NORTH DAKOTA

North Dakota Securities
Department

State Capitol, 5" Floor, Dept 414
600 East Boulevard Avenue
Bismarck, North Dakota 58505
(701) 328-4712

RHODE ISLAND

Department of Franchise
Regulation

1511 Pontiac Avenue, John O.
Pastore Complex, Bldg 69-1

Cranston, Rhode Island 02920
(401) 462-9527

SOUTH DAKOTA

Department of Labor and
Regulation

Division of Insurance Securities
Regulation

124 S Euclid, 2™ Floor

Pierre, South Dakota 57501
(605) 773-3563

VIRGINIA

State Corporation Commission

Division of Securities and Retail
Franchising

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

Agents for Service of Process:

Clerk of the State Corporation
Commission

1300 East Main Street, 1% Floor
Richmond, Virginia 23219
WASHINGTON

Department of Financial
Institutions

Securities Division
150 Israel Road SW
Tumwater, WA 98501
(360) 902-8760
Mailing Address:

Department of Financial
Institutions

Securities Division
P.O. Box 9033
Olympia, WA 98507
WISCONSIN

Department of Financial
Institutions

Division of Securities

201 W Washington Avenue,
Suite 500, Madison, WI 53703

(608) 261-9555
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EXHIBIT "B"
TO DISCLOSURE DOCUMENT

FRANCHISOR’S AGENT FOR SERVICE OF PROCESS

Eunice Unmi Pak
701 S. Vermont Ave.
Los Angeles, California 90005

In states listed in EXHIBIT "A", the additional agent
for Service of Process is listed in EXHIBIT "A"
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EXHIBIT "C"

TO DISCLOSURE DOCUMENT

FRANCHISE AGREEMENT

[See Attached]
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IT°S BOBA TIME FRANCHISE AGREEMENT

This It’s Boba Time Franchise Agreement (this “Agreement”) is entered into as of , 202 (the
“Effective Date”) between Boba Time, Inc., a California corporation (“we” or “us”) and ,

a(n)
1.

(“you™).

DEFINITIONS. Capitalized terms used in this Agreement are defined either in the body of this Agreement
or in ATTACHMENT "G". For capitalized terms that are defined in the body of this Agreement,
ATTACHMENT "G" lists the Sections of this Agreement in which such terms are defined.

GRANT OF FRANCHISE. We hereby grant you a license to own and operate an It’s Boba Time store
(your “Business” or your “Store”) using our Intellectual Property from a single location that we approve.
As a franchisee, you will establish and operate a specialty juice and snack bar that operate under name “It’s
Boba Time®™” and features premium freshly made smoothies, snacks, desserts and beverages for dine-in and
take-out service. We reserve all rights not expressly granted to you.

TERRITORIAL RIGHTS AND LIMITATIONS. We will grant you a territory (your “Territory”) that
will be determined as follows:

(i)  if your Store is located within a Captive Venue, your Territory will be limited to premises of your
Store (you will not receive any territory beyond your Store’s premises);

(i1)  ifyour Store is located in an urban area (but not within a Captive Venue), your Territory will consist
of the geographic area within a % mile radius from your Store; or

(ii1) if your Store is located neither within a Captive Venue nor within an urban area, your Territory will
consist of the geographic area within a one (1) mile radius from your Store.

The determination of whether an area qualifies as an “urban area” will be made as of the date the Territory
is determined by reference to the most recently issued publication by the US Census Bureau defining an
“urban area” and identifying “urban areas” located within the United States. If we approved the site for
your Store prior to execution of this Agreement, then Part D of ATTACHMENT "A" shall identify the
geographic area that comprises your Territory. If we have not approved the site for your Store prior to
execution of this Agreement, then within 15 days after we approve the site for your Store we will send you
a written notice (the “Site Approval Notice”) that will identify: (a) the approved site for your Store; and (b)
the geographic area that comprises your Territory, as determined by us in our sole discretion (but subject
to the minimum population specified above). Your Territory will be protected, meaning we will not operate,
or grant a franchise or license to a third party to operate, an It’s Boba Time store that is physically located
within your Territory during the Term, except as otherwise provided in this Section with respect to Captive
Venues and Acquisitions. We reserve the right to: (a) operate, or grant franchises or licenses to third parties
to operate, It’s Boba Time stores in Captive Venues that are located in your Territory; and (b) engage in
Acquisitions, even if as a result of an Acquisition one or more competitive businesses of the acquired or
acquiring company begin using our Intellectual Property (including our Marks) and are located within your
Territory. We reserve the right to sell, or grant franchises or licenses to third parties to sell, competitive or
identical goods or services (including under the Marks) through Alternative Channels of Distribution,
irrespective of whether the sales take place in your Territory.

TERM AND RENEWAL.

4.1. Generally. The term of this Agreement will begin on the Effective Date and expire 10 years
thereafter (the “Term™). If this Agreement is the initial franchise agreement for your Store, you may
enter into a maximum of two (2) successor franchise agreements (each, a “Successor Agreement”)
as long as you meet the conditions for renewal specified below. The Successor Agreement shall be
the current form of franchise agreement that we use in granting It’s Boba Time franchises as of the
expiration of the Term or renewal term, as applicable. The terms and conditions of the Successor
Agreement may vary materially and substantially from the terms and conditions of this Agreement.
Upon renewal, we also reserve the right to modify the boundaries of your Territory in accordance
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4.2.

4.3.

with our then-current territory guidelines and criteria. Each renewal term will be five (5) years, for a
maximum total term of 20 years. You will have no further right to operate your Store following the
expiration of the final renewal term unless we grant you another franchise in our sole discretion. If
this Agreement is a Successor Agreement, the renewal provisions in your original franchise
agreement will dictate the length of the Term of this Agreement as well as your remaining renewal
rights, if any.

Renewal Requirements. In order to enter into a Successor Agreement, you and the Owners (as
applicable) must:

(i)  notify us in writing of your desire to enter into a Successor Agreement not less than 180 days
nor more than 270 days before the expiration of the Term or renewal term, as applicable;

(i1)  not be in default under this Agreement or any other agreement with us or any affiliate of ours
at the time you send the renewal notice or the time you sign the Successor Agreement;

(i)  sign the Successor Agreement and all ancillary documents that we require franchisees to sign;
(iv) sign a General Release;
(v) payusa $10,000 renewal fee;

(vi) remodel your Store (these remodeling costs will not exceed $60,000, subject to CPI
adjustments) and upgrade your furniture, fixtures and equipment to comply with our then-
current standards and specifications;

(vii) have the right under your lease to maintain possession of your premises for the duration of the
renewal term; and

(viii) take any additional action that we reasonably require.

Interim Term. If you do not sign a Successor Agreement after the expiration of the Term and you
continue to accept the benefits of this Agreement, then at our option, this Agreement may be treated
either as: (a) expired as of the date of the expiration with you then operating without a franchise to
do so and in violation of our rights; or (b) continued on a month-to-month basis (the “Interim Term”)
until either party provides the other party with 30 days’ prior written notice of the party’s intention
to terminate the Interim Term. In the latter case, all of your obligations will remain in full force and
effect during the Interim Term as if this Agreement had not expired, and all obligations and
restrictions imposed on you upon the expiration or termination of this Agreement will be deemed to
take effect upon the termination of the Interim Term.

Except as otherwise permitted by this Section 4, you have no right to continue to operate your
Business following the expiration of the Term.

TRAINING AND CONFERENCES

5.1.

5.2.

5.3.

54.

Initial Training Program. The Managing Owner and up to one (1) additional person must attend
and successfully complete our initial training program to our satisfaction before you open your Store.

Initial Training For New Owners/Managers. If you hire a new manager or appoint a new
Managing Owner after we conduct our pre-opening initial training program, the new manager or
Managing Owner, as applicable, must attend and successfully complete our then-current initial
training program.

Periodic Training. We may offer periodic refresher or additional training courses for your Owners
and managers. Attendance at these training programs is mandatory unless we designate the program
as optional.

Additional Training Upon Request. Upon your written request, we may, but need not, provide
additional assistance or training to you at a mutually convenient time.
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5.5.

5.6.

5.7.

Remedial Training. If we conduct an inspection of your Store and determine that you are not
operating your Store in compliance with this Agreement and/or the Manual, we may, at our option,
require that your Managing Owner and managers attend remedial training that is relevant to your
operational deficiencies.

Conferences. We may hold periodic national or regional conferences to discuss various business
issues and operational and general business concerns affecting It’s Boba Time stores. Attendance at
these conferences is mandatory. Each conference will not exceed three (3) days in duration, and we
will not require attendance at more than two (2) conferences during any calendar year.

Training Fees and Expenses. If this Agreement is for your first (1*) Store, we will provide our pre-
opening initial training program at no additional charge (the training fee is included as part of the
initial franchise fee). You must pay us a training fee of up to $350 per day (for a maximum of 6 hours
of training per day) for:

(1)  each person that attends our initial training program after you open your Store (such as new
Managing Owners or managers);

(ii)) any person who must retake training after failing to successfully complete training on a prior
attempt;

(iii)) any remedial training that we require based on your operational deficiencies;

(iv) each person you send to our pre-opening initial training program in connection with your
second (2™) or subsequent Store (pre-opening training is provided as part of the initial
franchise fee for your first (1%") Store; pre-opening initial training is optional for your second
(2" and subsequent Stores);

(v)  each person to whom we provide additional training that you request; and

(vi) each person who attends any system-wide or additional training that we conduct (although we
generally do not charge for this training unless conducted by a third party such as a vendor or
manufacturer).

We may charge you a conference registration fee of up to $400 per person per day. If we agree to
provide onsite training or assistance, you must also reimburse us for all costs incurred by our
representative for meals, travel and lodging. You are responsible for all expenses and costs that your
trainees incur for training or attending conferences, including wages, travel and living expenses. If
you transfer your franchise, we may charge the new franchisee a $2,000 initial training fee to attend
our initial training program. All training fees and expense reimbursements are due 10 days after
invoicing.

6. OTHER FRANCHISOR ASSISTANCE.

6.1.

6.2.

Manual. During the Term, we will provide you with access to our confidential Brand Standards
Manual (the “Manual”) in text or electronic form. The Manual will help you establish and operate
your Business. The information in the Manual is confidential and proprietary and may not be
disclosed to third parties without our prior approval.

Opening Assistance. If this Agreement is for your first Store, we will send a corporate trainer to
your Store for up to 14 days to provide on-site training and assistance relating to the opening of your
Store. This on-site assistance is an informal training program where our corporate trainer provides
on-site training, assists in coordinating your opening activities, monitors your operations, and assist
you with the opening of your Store. You must reimburse us for all expenses we incur in sending our
corporate trainer to your Store, including hourly rates charged by the trainer and reasonable travel,
meals, lodging and other expenses that our corporate trainer incurs. You agree to reimburse us for
these amounts within 10 days after invoicing. We need not provide any opening assistance for your
second or subsequent Stores.
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6.3.

6.4.

6.5.

6.6.

6.7.

General Guidance. Based upon our periodic inspections of your Store or reports that you submit to
us, we will provide our guidance and recommendations on ways to improve the marketing and/or
operation of your Store.

Marketing Assistance. As further described in Section 11.1 and Section 11.2, we will administer
the brand and system development fund and provide you with other marketing assistance during the
Term.

Website. We will maintain a corporate website for our brand that will include the information about
your Store that we deem appropriate. We may modify the content of and/or discontinue the website
at any time in our sole discretion.

Purchase Agreements. We may, but need not, negotiate purchase agreements with suppliers to
obtain discounted prices for us and our franchisees. If we succeed in negotiating a purchase
agreement, we will arrange for you to be able to purchase the goods directly from the supplier at the
discounted prices that we negotiate (subject to any rebates the supplier pays to us). We may also
purchase certain items from suppliers in bulk and resell them to you at our cost plus shipping fees
and a reasonable markup.

New Merchandise and Menu Items. We may, but need not, develop new recipes, menu items and/or
merchandise for sale at your Store. If we develop any merchandise, you must at all times maintain a
reasonable supply of such merchandise at your Store.

ESTABLISHING YOUR STORE

7.1.

7.2.

Site Selection. You agree to locate and obtain our approval of the premises from which you will
operate your Store within 180 days after the Effective Date. The premises must be located within the
Site Selection Area identified in Part B of ATTACHMENT "A" (the “Site Selection Area”) and must
conform to our minimum site selection criteria. You must send us a complete site report (containing
the demographic, commercial and other information, photographs and video tapes that we may
reasonably require) for your proposed site. We have the right to accept or reject all proposed sites in
our commercially reasonable judgment. We will use our best efforts to approve or disapprove a
proposed site within 15 business days after we receive all of the requisite materials. Your site is
deemed disapproved if we fail to issue our written approval within the 15 business day period. If we
have approved the site for your Store prior to execution of this Agreement, then the address of the
approved site will be listed in Part C of ATTACHMENT "A". If we have not approved your site for
your Store prior to execution of this Agreement, then within 15 days after we approve your site we
will send you the Site Approval Notice that will identify: (a) the approved site for your Store; and
(b) the geographic area that comprises your Territory. Within five (5) business days after we send
you the Site Approval Notice, you must sign and date the franchisee acknowledgment section of the
Site Approval Notice and send us a copy for our records. Our approval of the site, and our designation
of your Territory, in the Site Approval Notice shall be deemed immediately effective and binding on
you at the time we issue such notice, regardless of whether you sign and/or send us the signed
acknowledgment. You understand that our approval of a site does not constitute a representation or
warranty of any kind, express or implied, of the suitability of the site for an It’s Boba Time store.
Our approval of the site indicates only that we believe the site meets our minimum criteria.

Lease. If you will lease the premises for your Store, we must review and approve the lease before
you sign it. The scope of our review is limited to ensuring that it meets our minimum brand
compliance standards (we do not review or provide feedback on the business terms, such as the
reasonableness of the rent charged). You must use your best efforts to ensure your landlord signs the
Lease Addendum that is attached to this Agreement as ATTACHMENT "C". If your landlord refuses
to sign the Lease Addendum in substantially the form attached to this Agreement, we have the right
to disapprove of your lease in our commercially reasonable judgment, in which case you must find
a new site for your Store. You must promptly send us a copy of your fully executed lease and Lease
Addendum for our records.
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7.3.

7.4.

7.5.

Construction. We will provide you with generic prototype plans for a Store, including requirements
for dimensions, design, image, interior layout, décor, fixtures, equipment and color scheme. You
must utilize the supplier that we designate to provide architectural and interior design services
relating to the development of your Store. Our designated architect must prepare detailed
construction plans and ensure these plans comply with all federal, state and local laws, regulations
and ordinances (including, without limitation, the Americans with Disabilities Act), building codes,
permits requirements, and lease requirements and restrictions applicable to the premises. You must
submit the final plans to us for approval. Once approved, you must, at your sole expense, construct
and equip the premises to the specifications contained in the Manual and purchase (or lease) and
install the equipment, fixtures, signs and other items that we require. We will assist you with the
purchase of required equipment, signs, fixtures, opening inventory and supplies by helping you set
up accounts with approved suppliers.

Opening. You must open your Store to the public within one (1) year after the Effective Date. You
may not open your Store prior to receipt of a written authorization to open issued by us. We will not
issue an authorization to open before:

(i)  your Managing Owner and initial manager have successfully completed our initial training
program;

(i1))  you purchase all required insurance policies and provide us with evidence of coverage;
(iii)  you obtain all required licenses, permits and other governmental approvals;

(iv) you have paid us the initial franchise fee and all other amounts due to us and our affiliates;
and

(v)  we have reviewed and approved the construction, build-out and layout of your Store as
meeting our required standards and specifications.

You must send us a written notice identifying your proposed opening date at least 30 days before
opening. We may conduct a pre-opening inspection of your Store and you agree to make any changes
we require before opening. BY VIRTUE OF OPENING YOUR BUSINESS, YOU
ACKNOWLEDGE THAT WE HAVE FULFILLED ALL OF OUR PRE-OPENING
OBLIGATIONS TO YOU.

Relocation. You may relocate your Store with our prior written approval, which we will not
unreasonably withhold. If we allow you to relocate, you must: (a) locate your new Store within the
Site Selection Area (but outside any territory granted to us, our affiliate or any other franchisee); (b)
comply with Sections 7.1 through Section 7.4 of this Agreement with respect to your new Store
(excluding the one year opening period); and (c) open your new Store and resume operations within
30 days after closing your prior Store.

MANAGEMENT AND STAFFING.

8.1.

8.2.

Owner Participation. You acknowledge that a major requirement for the success of your Store is
the active, continuing, and substantial personal involvement and hands-on supervision by your
Managing Owner. The Managing Owner must dedicate full time efforts to the management and
operation of your Business. We recommend, but do not require, that your Managing Owner also
serve as the on-premises manager of the Store. Any new Managing Owner that we approve must
successfully complete the initial training program. At all times during the Term, the Managing Owner
must hold at least a 20% ownership interest in the franchise or the Entity that is the franchisee under
this Agreement, as applicable.

Managers. You may hire a manager to assume responsibility for the daily on-site management and
supervision of your Store, but only if: (a) the manager successfully completes the initial training
program at your expense; (b) the manager signs a Confidentiality Agreement; and (c) the Managing
Owner agrees to assume responsibility for the on-site management and supervision of your Store if
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10.

8.3.

84.

the manager is unable to perform his or her duties due to death, disability, termination of
employment, or for any other reason, until such time that you obtain a suitable replacement manager.
At all times, the Managing Owner must dedicate commercially reasonable efforts to monitoring and
supervising the activities of each manager to ensure the Store is managed and operated in accordance
with this Agreement and the Manual. At all times during normal business hours, either the Managing
Owner or a trained manager must be present at your Store to provide on-site supervision and
management.

Emplovees. You must determine appropriate staffing levels for your Business to ensure full
compliance with this Agreement and our system standards. You may hire, train and supervise
employees to assist you with the proper operation of the Store. You must pay all wages, commissions,
fringe benefits, worker’s compensation premiums and payroll taxes (and other withholdings required
by law) due for your employees. These employees will be employees of yours and not of ours. We
do not control the day to day activities of your employees or the manner in which they perform their
assigned tasks. You must inform your employees that you exclusively supervise their activities and
dictate the manner in which they perform their assigned tasks. In this regard, you must use your legal
business entity name (not our Marks or a fictitious name) on all employee applications, paystubs,
pay checks, employment agreements, time cards, and similar items. We also do not control the hiring
or firing of your employees. You have sole responsibility and authority for all employment related
decisions, including employee selection and promotion, hours worked, rates of pay and other
benefits, work assignments, training and working conditions. We will not provide you any advice or
guidance on these matters. You must require that your employees review and sign the
acknowledgment form we prescribe that explains the nature of the franchise relationship and notifies
the employee that you are his or her sole employer. You must also post a conspicuous notice for
employees in the back-of-the-house area explaining your franchise relationship with us and that you
(and not we) are the employee’s sole employer. We may prescribe the form and content of this notice.

Interim Manager. We have the right, but not the obligation, to designate an individual of our
choosing (an “Interim Manager”) to manage your Store if either: (a) your Managing Owner ceases
to perform the responsibilities of a Managing Owner (whether due to retirement, death, disability, or
for any other reason) and you fail to appoint an approved replacement Managing Owner, who has
successfully completed all training we require, within 30 days; or (b) you are in material breach and
fail to cure the breach before the expiration of the applicable cure period (if any). The Interim
Manager will cease to manage your Store at such time that you appoint an approved replacement
Managing Owner who has completed training or you cure the material breach, as applicable. If we
appoint an Interim Manager, you agree to pay us a commercially reasonable management fee (not to
exceed 10% of Gross Sales) generated during the period of time that the Interim Manager manages
your Store, which shall be in addition to all other fees owed under this Agreement. You must also
reimburse us for all travel and living expenses incurred by the Interim Manager. The Interim Manager
will have no liability to you except for gross negligence or willful misconduct. We will have no
liability to you for the activities of an Interim Manager unless we are grossly negligent in appointing
the Interim Manager.

FRANCHISEE AS ENTITY. If you are an Entity, you represent that Part A of ATTACHMENT "A"

includes a complete and accurate list of all of your Owners. Upon our request, you must provide us with a

resolution of the Entity authorizing the execution of this Agreement, a copy of the Entity’s organizational
documents and a current Certificate of Good Standing (or the functional equivalent thereof). You represent
that the Entity is duly formed and validly existing under the laws of the state of its formation or

incorporation.

FRANCHISE OWNER AGREEMENT. If you are an Entity, all Owners (whether direct or indirect) and
their spouses must sign a Franchise Owner Agreement, the current form of which is attached as
ATTACHMENT "D".
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11.

ADVERTISING & MARKETING.

11.1. Brand and System Development Fund.

(a)

Administration. We have established and administer a brand and system development fund to
promote public awareness of our brand and to improve our System. We may use the fund to
pay for any of the following in our sole discretion:

(i)  developing, maintaining, administering, directing, preparing, or reviewing advertising
and marketing materials, promotions and programs;

(il))  conducting and administering promotions, contests or giveaways;
(iii) public awareness of any of the Marks;

(iv) public and consumer relations and publicity;

(v)  brand development;

(vi) administering a call center for consumer inquires;

(vii) research and development of technology, products and services;
(viii) website development and search engine optimization;

(ix) development and implementation of quality control programs, including the use of
mystery shoppers or customer satisfaction surveys;

(x)  conducting market research;
(xi) changes and improvements to the System;

(xii) the fees and expenses of any advertising agency we engage to assist in producing or
conducting advertising or marketing efforts;

(xiii) collecting and accounting for contributions to the fund;
(xiv) preparing and distributing financial accountings of the fund,

(xv) any other programs or activities that we deem necessary or appropriate to promote or
improve the System; and

(xvi) direct or indirect labor, administrative, overhead and other expenses incurred by us
and/or our affiliates in relation to any of these activities (including salary, benefits and
other compensation of any our or our affiliate’s officers, directors, employees or
independent contractors based upon time spent working on any brand fund matters
described above).

We have sole discretion in determining the content, concepts, materials, media, endorsements,
frequency, placement, location and all other matters pertaining to any of the foregoing
activities. Any surplus of monies in the fund may be invested and we may lend money to the
fund if there is a deficit. The fund is not a trust and we have no fiduciary obligations to you
with respect to our administration of the fund. A financial accounting of the operations of the
fund, including deposits into and disbursements from the fund, will be prepared annually and
made available to you upon request. In terms of marketing activities paid for by the fund, we
do not ensure that these expenditures in or affecting any geographic area are proportionate or
equivalent to the fund contributions by franchisees operating in that geographic area or that
any franchisee benefits directly or in proportion to their fund contributions. We reserve the
right to discontinue the fund at any time in our sole discretion upon at least 30 days’ prior
notice.
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(b)  Contributions. On each royalty payment due date, you must pay us a brand and system
development fund fee equal to 2% of your Gross Sales generated during the immediately
preceding reporting period. We will deposit into the fund all: (i) fund contributions paid by
you and other franchisees; and (ii) fines paid by you and other franchisees.

11.2. Marketing Assistance From Us. We may create and make available to you advertising and other
marketing materials for your purchase. We may use the brand and system development fund to pay
for the creation and distribution of these materials, in which case there will be no additional charge.
We may make these materials available over the Internet (in which case you must arrange for printing
the materials and paying all printing costs). Alternatively, we may enter into relationships with third-
party suppliers who will create the advertising or marketing materials for your purchase. We will
provide reasonable marketing consulting, guidance and support throughout the Term on an as-needed
basis.

11.3. Your Marketing Activities.

(a)  Generally. Although you are encouraged to engage in local advertising, you are not required
to spend any minimum amount on local advertising to promote your Store. However, you
agree to participate at your own expense in all advertising, promotional and marketing
programs that we require, including obtaining and maintaining a bold listing in your local
white pages directory and maintain a yellow pages advertisement in the form we specify. We
may require other minimum advertising obligations in the Manual from time to time. You also
agree to comply with any gift card program that we establish, the specific terms of which may
be set forth in the Manual.

(b)  Standards for Advertising. All advertisements and promotions that you create or use must be
completely factual and conform to the highest standards of ethical advertising and comply
with all federal, state and local laws. You must ensure that your advertisements and
promotional materials do not infringe upon the intellectual property rights of others. We
reserve the right to require that you comply with any minimum advertised pricing policy that
we establish from time to time. You must follow any policies that we establish from time to
time governing a franchisee’s right to engage in marketing or advertising outside of the
franchisee’s territory.

(c) Approval of Advertising. Before you use them, we must approve all advertising and
promotional materials that we did not prepare or previously approve (including materials that
we prepared or approved and you modify). We will be deemed to have disapproved the
materials if we fail to issue our approval within 10 days after receipt. You may not use any
advertising or promotional materials that we have disapproved (including materials that we
previously approved and later disapprove).

(d) Internet and Websites. You may market your Store through approved social media channels
in accordance with our social media policy. We may require that you utilize our designated
supplier for social media marketing services. At this time, we do not allow our franchisees to
maintain their own websites (other than the localized webpage that we provide) or market their
stores on the Internet (other than through approved social media outlets). Accordingly, you
may not maintain a website, conduct e-commerce, or otherwise maintain a presence or
advertise on the Internet or any other public computer network in connection with your Store.
If we change our policy at a later date to allow franchisees to maintain their own websites or
market on the Internet, you may do so only if you comply with all of the website and Internet
requirements that we specify.

12. OPERATING STANDARDS.

12.1. Generally. You agree to operate your Store: (a) in a manner that will promote the goodwill of the
Marks; and (b) in full compliance with our standards and all other terms of this Agreement and the
Manual.
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12.2.

12.3.

12.4.

12.5.

Brand Standards Manual. You agree to establish and operate your Store in accordance with the
Manual. The Manual may contain, among other things:

(i)  adescription of the authorized goods and services that you may offer at your Store;

(i) mandatory and suggested specifications, operating procedures, and quality standards for
products, services and procedures that we prescribe for It’s Boba Time stores;

(i) mandatory reporting and insurance requirements;

(iv) mandatory and suggested specifications for your Store’s facility;

(v)  policies and procedures pertaining to any gift card or loyalty program that we establish;
(vi) policies and procedures pertaining to marketing and advertising;

(vii) policies relating to data ownership, protection, sharing and use; and

(viii) a written list of goods and services (or specifications for goods and services) you must
purchase for the development and operation of your Store and a list of any designated or
approved suppliers for these goods or services.

The Manual is designed to establish and protect our brand standards and the uniformity and quality
of the goods and services offered by our franchisees. We can modify the Manual at any time. The
modifications will become binding at the time we notify you of the modification (subject to any
“grace period” we provide to implement the change). All mandatory provisions contained in the
Manual (whether they are included now or in the future) are binding on you.

Authorized Goods and Services. You agree to offer all goods and services that we require from
time to time in our commercially reasonable discretion. You may not offer any other goods or
services at or in connection with your Store without our prior written permission. You may not use
your Store or permit your Store to be used for any purpose other than offering the goods and services
that we authorize. We may, without obligation to do so, add, modify or delete authorized goods and
services, and you must do the same upon notice from us. Our addition, modification or deletion of
one or more goods or services shall not constitute a termination of the franchise or this Agreement.

Pricing. We will provide you with our suggested retail pricing. You may deviate from our suggested
retail pricing in your discretion. However, you must obtain our approval of any deviation that is more
than 5% higher or lower than our suggested retail pricing, unless such pricing is part of a temporary
advertising campaign that we require or approve or the discount is part of our loyalty program. To
the extent permitted by applicable law, we may set maximum or minimum prices on the goods and
services you offer.

Suppliers and Purchasing. You agree to purchase or lease all products, supplies, equipment,
services and other items specified in the Manual from time to time. If required by the Manual, you
agree to purchase certain goods and services only from suppliers designated or approved by us (which
may include, or be limited exclusively to, us or our affiliate). You acknowledge that our right to
specify the suppliers that you may use is necessary and desirable so that we can control the uniformity
and quality of goods and services used, sold or distributed in connection with the development and
ongoing operation of It’s Boba Time stores, maintain the confidentiality of our trade secrets, obtain
discounted prices for our franchisees if we choose to do so, and protect the reputation and goodwill
associated with the System and the Marks. If we receive rebates or other financial consideration from
these suppliers based upon franchisee purchases, we have no obligation to pass these amounts on to
you or to use them for your benefit. If you want us to approve a supplier that you propose, you must
send us a written notice specifying the supplier’s name and qualifications and provide any additional
information that we request. We will approve or reject your request within 30 days after we receive
your notice and all additional information (and samples) that we require. We shall be deemed to have
rejected your request if we fail to issue our approval within the 30-day period. You must reimburse
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12.6.

12.7.

us for all costs and expenses that we incur in reviewing a proposed supplier within 10 days after
invoicing.

Equipment Maintenance and Changes. You agree to maintain all of your equipment in good

condition and promptly replace or repair any equipment that is damaged, worn-out or obsolete. We
may require that you change your equipment, which may require you to make additional investments.
You acknowledge that our ability to require franchisees to make significant changes to their
equipment is critical to our ability to administer and change the System and you agree to comply
with any such required change within the time period that we reasonably prescribe.

Technology Systems.

(a)

(b)

(©)

(d)

Generally. You must acquire and utilize all information and communication technology
systems that we specify from time to time, including, without limitation, computer systems,
point-of-sale system, webcam systems, telecommunications systems, security systems, music
systems and similar systems, together with the associated hardware, software (including
cloud-based software) and related equipment, software applications, mobile apps, and third-
party services relating to the establishment, use, maintenance, monitoring, security or
improvement of these systems (collectively referred to as the “Technology Systems”). The
Technology Systems may relate to matters such as purchasing, pricing, accounting, order
entry, inventory control, security, information storage, retrieval and transmission, customer
information, customer loyalty, marketing, communications, copying, printing and scanning,
or any other business purpose that we deem appropriate. We may require that you, at your
expense, acquire new or substitute Technology Systems, and/or replace, upgrade or update
existing Technology Systems, upon reasonable prior notice.

Use and Access. You must utilize your Technology Systems in accordance with the Manual.
You may not load or permit any unauthorized programs or games on your Technology
Systems. You must ensure that your employees are adequately trained in the use of the
Technology Systems. You agree to take all steps necessary to enable us to have independent
and unlimited access to the operational data collected through your Technology Systems,
including information regarding your Gross Sales for purposes of calculating fees owed. Upon
our request, you agree to provide us with the user IDs and passwords for your Technology
Systems, including upon termination or expiration of this Agreement.

Disruptions. You are solely responsible for protecting against computer viruses, bugs, power
disruptions, communication line disruptions, internet access failures, internet content failures,
date-related problems, and attacks by hackers and other unauthorized intruders. Upon our
request, you must obtain and maintain cyber insurance and business interruption insurance for
technology disruptions.

Fees and Costs. You are responsible for all fees, costs and expenses associated with acquiring,
licensing, utilizing, updating and upgrading the Technology Systems. Certain components of
the Technology Systems must be purchased or licensed from third-party suppliers. We and/or
our affiliate may develop proprietary software, technology or other components of the
Technology Systems that will become part of our System. If this occurs: (i) you agree to pay
us (or our affiliate) commercially reasonable licensing, support and maintenance fees; and (ii)
upon our request, you agree to enter into a license agreement with us (or our affiliate) in a
form that we prescribe governing your use of the proprietary software, technology or other
component of the Technology Systems. We also reserve the right to enter into master
agreements with third-party suppliers relating to any components of the Technology Systems
and then charge you for all amounts that we must pay to these suppliers based upon your use
of the software, technology, equipment, or services provided by the suppliers. The “technology
fee” includes all amounts that you must pay us or our affiliates relating to the Technology
Systems, including amounts paid for proprietary items and amounts that we collect from you
and remit to third-party suppliers based on your use of their systems, software, technology or
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services. The amount of the technology fee may change based upon changes to the Technology
Systems or the prices charged by third-party suppliers with whom we enter into master
agreements. The technology fee does not include any amounts that you directly pay to third-
party suppliers for any component of the Technology Systems. The technology fee is due 10
days after invoicing or as otherwise specified by us from time to time.

12.8. Remodeling and Maintenance. As a condition to you renewing or transferring the franchise, you
agree to remodel and make all improvements and alterations to your Store that we reasonably require
to reflect our then-current design, image and specifications. The cost of this remodeling obligation
will not exceed $60,000 (for remodeling required as a condition to renewal) or $30,000 (for
remodeling required as a condition to transfer). You may not remodel or significantly alter your
premises without our prior written approval, which will not be unreasonably withheld. However we
will not be required to approve any proposed remodeling or alteration if the same would not conform
to our then-current specifications, standards or image requirements. You agree to maintain your Store
in good order and condition, reasonable wear and tear excepted, and make all necessary repairs,
including replacements, renewals and alterations, at your sole expense, to comply with our standards
and specifications. Without limiting the generality of the foregoing, you agree to take the following
actions at your sole expense: (a) thorough cleaning, repainting, redecorating of the interior and
exterior of the Store at the intervals we may prescribe (or at such earlier times that such actions are
required or advisable); and (b) interior and exterior repair of the Store as needed. You agree to comply
with any maintenance, cleaning or facility upkeep schedule that we prescribe from time to time.

12.9. Gift Card and Loyalty Programs. We may require that you participate in a gift card or other
customer loyalty program in accordance with our policies and procedures. In order to participate,
you may be required to purchase and utilize additional equipment, software and/or Apps and pay
fees relating to the use of that equipment, software and/or Apps. If we establish a gift card program,
we have the right to determine how the proceeds from the sale of gift cards will be divided or
otherwise accounted for, and we reserve the right to retain the amount of any unredeemed gift cards.
You agree to comply with all policies and procedures that we specify from time to time relating to
customers who purchase a gift card at one store and redeem products or services from one or more
other stores. We may implement new software and/or Apps to monitor sales and allocate payments
to the store where goods or services are redeemed (either in whole or on a percentage basis), in which
case we may require that the proceeds from gift card sales be deposited into a trust account that we
control. You agree to comply with all policies and procedures that we specify and we may modify
these policies and procedures at any time.

12.10. Hours of Operation. Your Store must be open a minimum of 10 hours per day, seven (7) days a
week, subject to any conflicting lease restrictions or applicable laws (we may change these minimum
days and hours of operation through updates to the Manual). You must establish specific hours of
operation and submit those hours to us for approval.

12.11.Customer_Complaints. If you receive a customer complaint, you must follow the complaint
resolution process that we specify to protect the goodwill associated with the Marks.

12.12. Failure to Comply with Standards. You acknowledge the importance of every one of our standards
and operating procedures to the reputation and integrity of the System and the goodwill associated
with the Marks. If we notify you of a failure to comply with our standards or operating procedures
(including, without limitation, failure to provide required reports in a timely manner) and you fail to
correct the non-compliance within the period of time that we require, then, in addition to any other
remedies available to us under this Agreement, we may impose a fine of up to $500 per occurrence.
We may impose an additional fine for every 24 hours that the same non-compliance issue remains
uncured following our imposition of the initial fine.

13. FRANCHISE ADVISORY COUNCIL. We may, but need not, create a franchise advisory council to
provide us with suggestions to improve the System, including matters such as marketing, operations and
new product or service suggestions. We will consider all suggestions from the advisory council in good
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14.

faith, but we are not bound by any such suggestions. The advisory council will be established and operated
according to rules and regulations we periodically approve, including procedures governing the selection
of representatives of the advisory council who will communicate with us on matters raised by the advisory
council. You will have the right to be a member of the advisory council as long as you are not in default
under this Agreement and you do not act in a disruptive, abusive or counter-productive manner, as
determined by us in our discretion. As a member, you will be entitled to all voting rights and privileges
granted to other members of the council. Each member will be granted one vote on all matters on which
members are authorized to vote.

FEES

14.1. Initial Franchise Fee. You agree to pay us a $40,000 initial franchise fee in one lump sum at the
time you sign this Agreement (or, if applicable, any discounted initial franchise fee specified in an
area development agreement signed by you and us). The initial franchise fee is fully earned by us
and non-refundable once this Agreement has been signed.

14.2. Royalty Fee. On the day of each week that we specify from time to time (referred to as the “royalty
payment due date”), you agree to pay us a royalty fee equal to 5% of your Gross Sales generated
during the immediately preceding reporting period. The current reporting period runs from the
opening of business on Monday through the close of business on Sunday and the current royalty
payment due date is the Wednesday immediately following the end of the prior reporting period.
From time to time, we may change the reporting period and weekly royalty payment due date through
updates to the Manual.

14.3. Other Fees and Payments. You agree to pay all other fees, expense reimbursements and other
amounts specified in this Agreement in a timely manner as if fully set forth in this Section 14. You
also agree to promptly pay us an amount equal to all taxes levied or assessed against us based upon
goods or services that you sell or based upon goods or services that we furnish to you (other than
income taxes that we pay based on amounts that you pay us under this Agreement).

14.4. Late Fee. If any sums due under this Agreement have not been received by us when due (or there
are insufficient funds in your Account to cover any sums owed to us when due) then, in addition to
those sums, you must pay us a late fee of $100 plus default interest on the amounts past due at the
rate equal to the lesser of 18% per annum (pro-rated on a daily basis), or the highest rate permitted
by your State’s law. If no due date has been specified by us, then interest begins to run 10 days after
we bill you. We will not impose a late fee for any amounts paid pursuant to Section 14.5 if, but only
to the extent that, sufficient funds were available in your Account to be applied towards the payments
at the time the payments became due and payable. However, we may impose a late fee for any
amounts that we are unable to reasonably determine due to your failure to furnish us with a report
required by Section 16.3 within the required period of time or record sales in a timely manner, in
which case we may assess a late fee on the entire amount that was due and payable. You acknowledge
that this Section 14.4 shall not constitute our agreement to accept the late payments after same are
due, or a commitment by us to extend credit to or otherwise finance the operation of your Business.

14.5. Method of Payment. Prior to opening your Store, you must complete and send us an ACH
Authorization Form allowing us to electronically debit a banking account that you designate (your
“Account”) for: (a) all fees payable to us pursuant to this Agreement (other than amounts paid prior
to opening); and (b) any amounts that you owe to us or any of our affiliates for the purchase of goods
or services after opening. We will debit your Account for these payments on or after the due date.
Our current form of ACH Authorization Form is attached to this Agreement as ATTACHMENT "E".
You must sign and deliver to us any other documents that we or your bank may require to authorize
us to debit your Account for these amounts. You must deposit into the Account all revenues that you
generate from the operation of your Business. You must make sufficient funds available for
withdrawal by electronic transfer before each due date. If there are insufficient funds in your Account
to cover all amounts that you owe, any excess amounts that you owe will be payable upon demand,
together with any late charge imposed pursuant to Section 14.4. We may also impose a $50 NSF fee
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15.

14.6.

for each instance where either (a) there are insufficient funds in your Account to cover amounts owed
or (b) a check you issue to us is returned due to insufficient funds.

Application of Payments. We have sole discretion to apply any payments from you to any past due
indebtedness of yours or in any other manner we feel appropriate.

BRAND PROTECTION COVENANTS.

15.1.

15.2.

15.3.

15.4.

15.5.

Reason for Covenants. You acknowledge that the Intellectual Property and the training and
assistance that we provide would not be acquired except through implementation of this Agreement.
You also acknowledge that competition by you, the Owners or persons associated with you or the
Owners (including family members) could seriously jeopardize the entire franchise system because
you and the Owners have received an advantage through knowledge of our day-to-day operations
and Know-how related to the System. Accordingly, you and the Owners agree to comply with the
covenants described in this Section to protect the Intellectual Property and our franchise system.

Our Know-how. You and the Owners agree:

(1)  neither you nor any Owner will use the Know-how in any business or capacity other than the
operation of your Business pursuant to this Agreement;

(i)  you and the Owners will maintain the confidentiality of the Know-how at all times;

(i) neither you nor any Owner will make unauthorized copies of documents containing any
Know-how;

(iv) you and the Owners will take all reasonable steps that we require from time to time to prevent
unauthorized use or disclosure of the Know-how; and

(v) you and the Owners will stop using the Know-how immediately upon the expiration,
termination or Transfer of this Agreement, and any Owner who ceases to be an Owner before
the expiration, termination or Transfer of this Agreement will stop using the Know-how
immediately at the time he or she ceases to be an Owner.

Unfair Competition During Term. You and your Owners agree not to unfairly compete with us
during the Term by engaging in any of the following activities (“Prohibited Activities”): (a) owning,
operating or having any other interest (as an owner, partner, director, officer, employee, manager,
consultant, shareholder, creditor, representative, agent or in any similar capacity) in any Competitive
Business, other than owning an interest of five percent (5%) or less in a publicly traded company
that is a Competitive Business; or (b) diverting or attempting to divert any business from us (or one
of our affiliates or franchisees).

Unfair Competition After Term. During the Post-Term Restricted Period, you and your Owners
agree not to engage in any Prohibited Activities. Notwithstanding the foregoing, you and your
Owners may have an interest in a Competitive Business during the Post-Term Restricted Period as
long as the Competitive Business is not located within the Restricted Territory. If you or an Owner
engages in a Prohibited Activity during the Post-Term Restricted Period (other than having an
interest in a Competitive Business that is permitted under this Section), then the Post-Term Restricted
Period applicable to you or the non-compliant Owner, as applicable, shall be extended by the period
of time during which you or the non-compliant Owner, as applicable, engaged in the Prohibited
Activity.

Immediate Family Members. The Owners acknowledge that they could circumvent the purpose of
Section 15 by disclosing Know-how to an immediate family member (i.e., spouse, parent, sibling,
child, or grandchild). The Owners also acknowledge that it would be difficult for us to prove whether
the Owners disclosed the Know-how to family members. Therefore, each Owner agrees that he or
she will be presumed to have violated the terms of Section 15 if any member of his or her immediate
family engages in any Prohibited Activities during the Term or Post-Term Restricted Period or uses
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or discloses the Know-how. However, the Owner may rebut this presumption by furnishing evidence
conclusively showing that the Owner did not disclose the Know-how to the family member.

15.6. Employees and Others Associated with You. You must ensure that all of your employees, officers,
directors, partners, members, independent contractors and other persons associated with you or your
Business who may have access to our Know-how sign and send us a Confidentiality Agreement
before having access to our Know-how. You must use your best efforts to ensure that these
individuals comply with the terms of the Confidentiality Agreements and you must immediately
notify us of any breach that comes to your attention. You agree to reimburse us for all reasonable
expenses that we incur in enforcing a Confidentiality Agreement, including reasonable attorneys’
fees and court costs.

15.7. Covenants Reasonable. You and the Owners acknowledge and agree that: (a) the terms of this
Agreement are reasonable both in time and in scope of geographic area; (b) our use and enforcement
of covenants similar to those described above with respect to other franchisees benefits you and the
Owners in that it prevents others from unfairly competing with your Business; and (c¢) you and the
Owners have sufficient resources and business experience and opportunities to earn an adequate
living while complying with the terms of this Agreement. YOU AND THE OWNERS HEREBY WAIVE
ANY RIGHT TO CHALLENGE THE TERMS OF THIS SECTION 15 AS BEING OVERLY BROAD,
UNREASONABLE OR OTHERWISE UNENFORCEABLE.

15.8. Breach of Covenants. You and the Owners agree that failure to comply with the terms of this Section
15 will cause substantial and irreparable damage to us and/or other franchisees for which there is no
adequate remedy at law. Therefore, you and the Owners agree that any violation of the terms of this
Section 15 will entitle us to injunctive relief. We may apply for such injunctive relief, without bond,
but upon due notice, in addition to such further and other relief as may be available at equity or law,
and the sole remedy of yours, in the event of the entry of such injunction, will be the dissolution of
such injunction, if warranted, upon hearing duly held (all claims for damages by reason of the
wrongful issuance of any such injunction being expressly waived hereby). If a court requires the
filing of a bond notwithstanding the preceding sentence, the parties agree that the amount of the bond
shall not exceed $1,000. None of the remedies available to us under this Agreement are exclusive of
any other, but may be combined with others under this Agreement, or at law or in equity, including
injunctive relief, specific performance and recovery of monetary damages. Any claim, defense or
cause of action that you or an Owner may have against us, regardless of cause or origin, cannot be
used as a defense against our enforcement of this Section 15.

16. YOUR OTHER RESPONSIBILITIES
16.1. Insurance. For your protection and ours, you agree to maintain the following insurance policies:

(1)  “all risk” property insurance coverage on all assets, including inventory, furniture, fixtures,
equipment, supplies and other property used in the operation of your Store, which must include
coverage for fire, vandalism and malicious mischief and have coverage limits of at least full
replacement cost;

(i)  broad form comprehensive general liability insurance with limits of not less than $2,000,000
in case of damage or injury to one or more persons, including indemnification coverage and
property damage insurance of $500,000, both of which shall be considered primary policies;

(iii) products liability insurance in an amount not less than $2,000,000, which policy shall be
considered primary;

(iv)  business interruption insurance in amounts not less than is sufficient to meet the co-insurance
requirements of your policies, and which covers at least six (6) months of rent, royalties and
brand fund contributions, and contains a replacement value endorsement in an amount not less
than 90% of the replacement value thereof, and any loss shall be payable to us and you as our
and your interests may appear;
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16.2.

16.3.

16.4.

16.5.

(v)  worker’s compensation and disability insurance as required by law;
(vi) any insurance required by your lease or by law; and
(vil) any other insurance that we specify in the Manual from time to time.

You agree to provide us with proof of coverage prior to opening, within 10 days of any renewal of a
policy, and at any other time on demand. You agree to obtain these insurance policies from insurance
carriers that are rated A by Alfred M. Best & Company, Inc. and that are licensed and admitted in
the state in which you operate your Business. All insurance policies must provide coverage on an
“occurrence basis” and be endorsed to: (a) name us (and our members, officers, directors, and
employees) as additional insureds; (b) contain a waiver by the insurance carrier of all subrogation
rights against us; and (c) provide that we receive 10 days prior written notice of the termination,
expiration, cancellation or modification of the policy. If any of your policies fail to meet this criteria,
then we may disapprove the policy and you must immediately find additional coverage with an
alternative carrier satisfactory to us. Upon 10 days’ notice to you, we may increase the minimum
liability protection requirement of any policy, and require different or additional types of insurance,
including excess liability (umbrella) insurance, to reflect inflation, identification of special risks,
changes in law or standards or liability, higher damage awards or other relevant changes in
circumstances. If you fail to maintain any required insurance coverage, we have the right to obtain
the coverage on your behalf (which right shall be at our option and in addition to our other rights and
remedies in this Agreement), and you must promptly sign all applications and other forms and
instruments required to obtain the insurance and pay to us, within 10 days after invoicing, all costs
and premiums that we incur.

Books and Records. You agree to prepare and maintain at your Store for at least five (5) years after
their preparation, complete and accurate books, records, accounts and tax returns pertaining to your
Business. You must send us copies of your books and records within seven (7) days of our request.

Reports. On each royalty payment due date, you must send us a signed and verified statement of
Gross Sales in the format we require. You also agree to prepare all other reports that we require in
the form and manner that we require. You agree to send us a copy of any report required by this
Section upon request. If you miscalculate Gross Sales, you must notify us of the error no later than
the end of the next Gross Sales reporting period. Otherwise, you will not be entitled to any refund or
credit of any fees paid to us based upon the Gross Sales previously reported. If we require that you
purchase a computer and/or automated cash management system that allows us to electronically
retrieve information concerning your sales transactions, you agree that we will have the right to
electronically poll your computer and/or automated cash management system to retrieve and compile
information regarding the operation of your Business.

Financial Statements. Within 60 days after the end of each calendar year, you must prepare a
balance sheet for your Business (as of the end of the calendar year) and an annual statement of profit
and loss and source and application of funds. All financial statements must be: (a) verified and signed
by you certifying to us that the information is true, complete, and accurate; (b) prepared on an accrual
basis in compliance with Generally Accepted Accounting Principles; and (c) submitted in any format
that we reasonably require; and (d) reviewed by an independent certified public accountant. We have
the right to require that your financial statements be audited by a certified public accountant if you
have previously submitted to us materially inaccurate financial statements. You agree to send us a
copy of any financial statement required by this Section upon request. You authorize us to disclose
the financial statements, reports, and operating data to prospective franchisees, regulatory agencies
and others at our discretion, provided the disclosure is not prohibited by applicable law.

Legal Compliance. You must secure and maintain in force all required licenses, permits and
regulatory approvals for the operation of your Business and operate and manage your Business in
full compliance with all applicable laws, ordinances, rules and regulations. You must notify us in
writing within two (2) business days of the beginning of any action, suit, investigation or proceeding,
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16.6.

or of the issuance of any order, writ, injunction, disciplinary action, award or decree of any court,
agency or other governmental instrumentality, which may adversely affect the operation of your
Business or your financial condition. You must immediately deliver to us a copy of any inspection
report, warning, certificate or rating by any governmental agency involving any health or safety law,
rule or regulation that reflects your failure to fully comply with the law, rule or regulation.

Ownership and Protection of Data. We are the exclusive owner of all collected data relating to
your customers. We hereby grant you a license to utilize such data solely for purposes of operating
your Business in compliance with this Agreement. You must protect all customer data with a level
of control proportionate to the sensitivity of data. You must adhere to applicable privacy laws with
respect to data, which if compromised, could have a negative impact on our image or consumer
confidence. You agree: (a) to comply with all applicable data protection laws as well as our data
processing and data privacy policies as set forth in the Manuals from time to time; and (b) upon our
request, to sign any data processing and/or data privacy agreement required by any applicable data
protection law or otherwise required by us (including, but not limited to, any Joint Controllers Data
Processing Agreement). You further agree to:

(i)  obtain, maintain and adhere to all applicable compliance standards established by PCI-DSS;

(ii)  establish appropriate administrative, technical and physical controls consistent with law and
PCI-DSS to preserve the security and confidentiality of any credit card information, in any
form whatsoever, that it stores, processes, transmits, or comes in contact with;

(i) promptly notify us if you suspect that there is, or has been, a security breach or potential
compromise of any such credit card information;

(iv) provide us with updates regarding the status of PCI-DSS, which update may be through a
completed PCI AOC (Attestation of Compliance), PCI-DSS SAQ (Self-Assessment
Questionnaire) or other method mutually agreed; and

(v)  promptly notify us of any noncompliance PCI-DSS requirements to discuss your remediation
efforts and timeline.

17. INSPECTION AND AUDIT

17.1.

17.2.

Inspections. To ensure compliance with this Agreement, we or our representatives will have the
right to enter your Store, evaluate your operations and inspect or examine your books, records,
accounts and tax returns. Our evaluation may include sampling and testing your beverages and other
menu items and contacting your landlord, customers and/or employees. We may conduct our
evaluation at any time and without prior notice. During the course of our inspections, we and our
representatives will use reasonable efforts to minimize our interference with the operation of your
Business, and you and your employees will cooperate and not interfere with our inspection. You
consent to us accessing your computer system and retrieving any information that we deem
appropriate in conducting the inspection.

Audit. We have the right, at any time, to have an independent audit made of your books and financial
records. You agree to fully cooperate with us and any third parties that we hire to conduct the audit.
If an audit reveals an understatement of your Gross Sales or any amount that you owe us, you agree
to immediately pay to us any additional fees that you owe us together with any late fee payable
pursuant to Section 14.4. Any audit will be performed at our cost and expense unless the audit: (a) is
necessitated by your failure to provide the information requested or to preserve records or file reports
as required by this Agreement; or (b) reveals an understatement of any amount due to us by at least
two percent (2%), in which case you agree to reimburse us for the cost of the audit or inspection,
including without limitation, reasonable accounting and attorneys’ fees and travel and lodging
expenses that we or our representatives incur. The audit cost reimbursements will be due 10 days
after invoicing. We shall not be deemed to have waived our right to terminate this Agreement by
accepting reimbursements of our audit costs.
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18.

INTELLECTUAL PROPERTY

18.1.

18.2.

18.3.

18.4.

18.5.

18.6.

Ownership and Use of Intellectual Property. You acknowledge that: (a) we are the sole and
exclusive owner of the Intellectual Property and the goodwill associated with the Marks; (b) your
right to use the Intellectual Property is derived solely from this Agreement; and (c) your right to use
the Intellectual Property is limited to a license granted by us to operate your Store during the Term
pursuant to, and only in compliance with, this Agreement, the Manual, and all applicable standards,
specifications and operating procedures that we prescribe from time to time. You may not use any of
the Intellectual Property in connection with the sale of any unauthorized product or service or in any
other manner not expressly authorized by us. Any unauthorized use of the Intellectual Property
constitutes an infringement of our rights. You agree to comply with all provisions of the Manual
governing your use of the Intellectual Property. This Agreement does not confer to you any goodwill,
title or interest in any of the Intellectual Property.

Changes to Intellectual Property. We have the right to modify the Intellectual Property at any time
in our sole and absolute discretion, including by changing the Marks, the System, the Copyrights or
the Know-how. If we modify or discontinue use of any of the Intellectual Property, then you must
comply with any such instructions from us within 30 days at your expense. We will not be liable to
you for any expenses, losses or damages that you incur (including the loss of any goodwill associated
with a Mark) because of any addition, modification, substitution or discontinuation of the Intellectual
Property.

Use of Marks. You agree to use the Marks as the sole identification of your Business; provided,
however that you must identify yourself as the independent owner of your Business in the manner
that we prescribe. You may not use any Marks in any modified form or as part of any corporate or
trade name or with any prefix, suffix, or other modifying words, terms, designs or symbols (other
than logos licensed to you by this Agreement). You agree to: (a) prominently display the Marks on
or in connection with any media advertising, promotional materials, posters and displays, receipts,
stationery and forms that we designate and in the manner that we prescribe to give notice of trade
and service mark registrations and copyrights; and (b) obtain any fictitious or assumed name
registrations required under applicable law. You may not use the Marks in signing any contract,
lease, mortgage, check, purchase agreement, negotiable instrument or other legal obligation or in any
manner that is likely to confuse or result in liability to us for any indebtedness or obligation of yours.

Use of Know-how. We will disclose the Know-how to you in the initial training program, the
Manual, and in other guidance furnished to you during the Term. You agree that you will not acquire
any interest in the Know-how other than the right to utilize it in strict accordance with the terms of
this Agreement in the development and operation of your Business. You acknowledge that the Know-
how is proprietary and is disclosed to you solely for use in the development and operation of your
Business during the Term.

Improvements. If you conceive of or develop any improvements or additions to the marketing,
method of operation or the services or products offered by an It’s Boba Time business (collectively,
“Improvements”), you agree to promptly and fully disclose the Improvements to us without
disclosing the Improvements to others. You must obtain our approval prior to using any such
Improvements. Any Improvement that we approve may be used by us and any third parties that we
authorize to operate an It’s Boba Time store, without any obligation to pay you royalties or other
fees. You must assign to us or our designee, without charge, all rights to any such Improvement,
including the right to grant sublicenses. In return, we will authorize you to use any Improvements
that we or other franchisees develop that we authorize for general use in connection with the
operation of an It’s Boba Time business.

Notification of Infringements and Claims. You must immediately notify us of any: (a) apparent
infringement of any of the Intellectual Property; (b) challenge to your use of any of the Intellectual
Property; or (c¢) claim by any person of any rights in any of the Intellectual Property. You may not
communicate with any person other than us and our counsel in connection with any such
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19.

20.

infringement, challenge or claim. We will have sole discretion to take such action as we deem
appropriate. We have the right to exclusively control any litigation, Patent and Trademark Office
proceeding, or other proceeding arising out of any such infringement, challenge or claim. You agree
to execute any and all instruments and documents, render such assistance, and do such acts and things
as may, in the opinion of our counsel, be necessary or advisable to protect and maintain our interest
in any such litigation, Patent and Trademark Office proceeding or other proceeding, or to otherwise
protect and maintain our interest in the Intellectual Property.

INDEMNITY. You agree to indemnify the Indemnified Parties and hold them harmless for, from and
against any and all Losses and Expenses incurred by any of them as a result of or in connection with any of
the following:

(i)  the marketing, use or operation of your Business or your performance and/or breach of any of your
obligations under this Agreement;

(i) any Claim relating to taxes or penalties assessed by any governmental entity against us that are
directly related to your failure to pay or perform functions required of you under this Agreement;

(iii) any labor, employment or similar type of Claim pertaining to your employees, including claims
alleging that we are a joint employer of your employees;

(iv) any actions, investigations, rulings or proceedings conducted by any state or federal agency relating
to your employees, including, without limitation, the United States Department of Labor, the Equal
Employment Opportunity Commission and the National Labor Relations Board; and

(v) any labor, employment or similar type of Claim pertaining to our relationship with you or your
Owners, including claims alleging that we are an employer of you and/or any of your Owners.

You and your Owners agree to give us notice of any action, suit, proceeding, claim, demand, inquiry or
investigation described above. The Indemnified Parties shall have the right, in their sole discretion to: (a)
retain counsel of their own choosing to represent them with respect to any Claim; and (b) control the
response thereto and the defense thereof, including the right to enter into an agreement to settle such Claim.
You may participate in such defense at your own expense. You agree to give your full cooperation to the
Indemnified Parties in assisting the Indemnified Parties with the defense of any such Claim, and to
reimburse the Indemnified Parties for all of their costs and expenses in defending any such Claim, including
court costs and reasonable attorneys’ fees, within 10 days of the date of each invoice delivered by such
Indemnified Party to you enumerating such costs, expenses and attorneys’ fees.

TRANSFERS

20.1. By Us. This Agreement and the franchise is fully assignable by us (without prior notice to you) and
shall inure to the benefit of any assignee(s) or other legal successor(s) to our interest in this
Agreement, provided that we shall, subsequent to any such assignment, remain liable for the
performance of our obligations under this Agreement up to the effective date of the assignment. We
may also delegate some or all of our obligations under this Agreement to one or more persons without
assigning the Agreement.

20.2. By You. Youunderstand that the rights and duties created by this Agreement are personal to you and
the Owners and that we have granted the franchise in reliance upon the individual or collective
character, skill, aptitude, attitude, business ability and financial capacity of you and your Owners.
Because this Agreement is a personal services contract, neither you nor any Owner may engage in
any Transfer other than a Permitted Transfer without our prior written approval. Any Transfer (other
than a Permitted Transfer) without our approval shall be void and constitute a breach of this
Agreement. If you intend to offer your Business for sale, you must notify us in writing prior to listing
your Business for sale or otherwise soliciting prospective buyers. We will not unreasonably withhold
our approval of any proposed Transfer, provided that the following conditions are all satisfied:

(i)  the proposed transferee is, in our opinion, an individual of good moral character, who has
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20.3.

20.4.

sufficient business experience, aptitude and financial resources to own and operate an It’s
Boba Time business and otherwise meets all of our then applicable standards for franchisees;

(i)  you and your Owners are in full compliance with the terms of this Agreement and all other
agreements with us or our affiliate;

(iii) all of the owners of the transferee have successfully completed, or made arrangements to
attend, the initial training program (and the transferee has paid us the $2,000 training fee which
covers up to two (2) attendees);

(iv)  your landlord consents to your assignment of the lease to the transferee, or the transferee is
diligently pursuing an approved substitute location within the Site Selection Area;

(v)  the transferee and its owners, to the extent necessary, have obtained all licenses and permits
required by applicable law in order to own and operate the Business;

(vi) you shall have provided the transferee (and if requested certain of transferee’s management
personnel) with a minimum of 14 days of onsite training at your Store (minimum of eight
hours per day) at no charge in compliance with the Manual (training must be provided by the
Managing Owner and/or a high level manager and must cover all material aspects of operating
the Store);

(vii) the transferee and its owners sign our then-current form of franchise agreement (unless we, in
our sole discretion, instruct you to assign this Agreement to the transferee), except that: (a) the
Term and renewal term(s) shall be the Term and renewal term(s) remaining under this
Agreement; and (b) the transferee need not pay a separate initial franchise fee;

(viii) you remodel your Store and upgrade your furniture, fixtures and equipment to comply with
our then-current standards and specifications or you obtain a commitment from the transferee
to do so within the period of time that we prescribe;

(ix) you or the transferee pay us a $10,000 transfer fee to defray expenses that we incur in
connection with the Transfer;

(x) you and your Owners sign a General Release for all claims arising before or
contemporaneously with the Transfer;

(xi) you enter into an agreement with us to subordinate the transferee’s obligations to you to the
transferee’s financial obligations owed to us pursuant to the franchise agreement;

(xii) we do not elect to exercise our right of first refusal described in Section 20.5; and

(xiii) you or the transferring Owner, as applicable, and the transferee have satisfied any other
conditions we reasonably require as a condition to our approval of the Transfer.

Our consent to a Transfer shall not constitute a waiver of any claims we may have against the
transferor, nor shall it be deemed a waiver of our right to demand exact compliance with any of the
terms or conditions of the franchise by the transferee.

Permitted Transfers. You may engage in a Permitted Transfer without our prior approval, but you
must give us at least 10 days prior written notice. You and the Owners (and the transferee) agree to
sign all documents that we reasonably request to effectuate and document the Permitted Transfer.

Death or Disability of an Owner. Upon the death or permanent disability of an Owner, the Owner’s
ownership interest in you or the franchise, as applicable, must be assigned to another Owner or to a
third party approved by us within one (1) year. Any assignment to a third party will be subject to all
of the terms and conditions of Section 20.2 unless the assignment qualifies as a Permitted Transfer.
For purposes of this Section, an Owner is deemed to have a “permanent disability” only if the person
has a medical or mental problem that prevents the person from substantially complying with his or
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her obligations under this Agreement or otherwise operating the Business in the manner required by
this Agreement and the Manual for a continuous period of at least three (3) months.

Our Right of First Refusal. If you or an Owner desires to engage in a Transfer, you or the Owner,
as applicable, must obtain a bona fide, signed written offer from the fully disclosed purchaser and
submit an exact copy of the offer to us. We will have 30 days after receipt of the offer to decide
whether we will purchase the interest in your Business or the ownership interest in you for the same
price and upon the same terms contained in the offer (however, we may substitute cash for any form
of payment proposed in the offer). If we notify you that we intend to purchase the interest within the
30-day period, you or the Owner, as applicable, must sell the interest to us. We will have at least an
additional 30 days to prepare for closing. We will be entitled to receive from you or the Owner, as
applicable, all customary representations and warranties given by you as the seller of the assets or
the Owner as the seller of the ownership interest or, at our election, the representations and warranties
contained in the offer. If we do not exercise our right of first refusal, you or the Owner, as applicable,
may complete the Transfer to the purchaser pursuant to and on the terms of the offer, subject to the
requirements of Section 20.2 (including our approval of the transferee). However, if the sale to the
purchaser is not completed within 120 days after delivery of the offer to us, or there is a material
change in the terms of the sale, we will again have the right of first refusal specified in this Section.
Our right of first refusal in this Section shall not apply to any Permitted Transfer.

21. TERMINATION

21.1.

21.2.

By You. You may terminate this Agreement if we materially breach this Agreement and fail to cure
the breach within 90 days after you send us a written notice specifying the nature of the breach. If
you terminate this Agreement, you must still comply with your post-termination obligations
described in Section 22 and all other obligations that survive the expiration or termination of this
Agreement.

Termination By Us Without Cure Period. We may, in our sole discretion, terminate this
Agreement upon five (5) days’ written notice, without opportunity to cure, for any of the following
reasons, all of which constitute material events of default under this Agreement:

(1)  if the Managing Owner fails to satisfactorily complete the initial training program in the
manner required by Section 5.1;

(i) if you fail to obtain our approval of your site within the time period required by Sections 7.1;
(iii)  if you fail to open your Store within the time period required by Section 7.4;

(iv) if you become insolvent by reason of your inability to pay your debts as they become due or
you file a voluntary petition in bankruptcy or any pleading seeking any reorganization,
liquidation, dissolution or composition or other settlement with creditors under any law, or are
the subject of an involuntary bankruptcy (which may or may not be enforceable under the
Bankruptcy Act of 1978);

(v)  if your Business, or a substantial portion of the assets associated with your Business, are
seized, taken over or foreclosed by a government official in the exercise of his or her duties,
or seized, taken over or foreclosed by a creditor, lienholder or lessor; or a final judgment
against you remains unsatisfied for 30 days (unless a supersedes or other appeal bond has been
filed); or a levy of execution has been made upon the license granted by this Agreement or
upon any property used in your Business, and it is not discharged within five (5) days of the
levy;

(vi) if you abandon or fail to operate your Store for three (3) consecutive business days, unless the
failure is due to an event of force majeure or another reason that we approve;

(vii) if a regulatory authority suspends or revokes a license or permit held by you or an Owner that
is required to operate the Store, even if you or the Owner still maintain appeal rights;
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21.3.

214.

(viii) if'you or an Owner (a) is convicted of or pleads no contest to a felony, a crime involving moral
turpitude or any other material crime or (b) is subject to any material administrative
disciplinary action or (c) fails to comply with any material federal, state or local law or
regulation applicable to your Business;

(ix) if you or an Owner commits an act that can reasonably be expected to adversely affect the
reputation of the System or the goodwill associated with the Marks;

(x) if you manage or operate your Store in a manner that presents a health or safety hazard to your
customers, employees or the public;

(xi) if you or an Owner make any material misrepresentation to us, whether occurring before or
after being granted the franchise;

(xii) ifyou fail to pay any amount owed to us or an affiliate of ours within ten (10) days after receipt
of a demand for payment;

(xiii) if you underreport any amount owed to us by at least two percent (2%), after having already
committed a similar breach that had been cured in accordance with Section 21.3;

(xiv) if you make an unauthorized Transfer;

(xv) if you make an unauthorized use of the Intellectual Property;

(xvi) if you breach any of the brand protection covenants described in Section 15;

(xvii) if any Owner, or the spouse of any Owner, breaches a Franchise Owner Agreement;
(xviii)if the lease for your premises is terminated due to your default; or

(xix) if we terminate any other agreement between you and us or if any affiliate of ours terminates
any agreement between you and the affiliate because of your default (other than an area
development agreement).

Additional Conditions of Termination. In addition to our termination rights in Section 21.2, we
may, in our sole discretion, terminate this Agreement upon 30 days’ written notice if you or an Owner
fail to comply with any other provision of this Agreement (including any mandatory provision in the
Manual) or any other agreement with us, unless such default is cured, as determined by us in our sole
discretion, within such 30-day notice period. If we deliver a notice of default to you pursuant to this
Section 21.3, we may suspend performance of any of our obligations under this Agreement until you
fully cure the breach.

Mutual Agreement to Terminate. If you and we mutually agree in writing to terminate this
Agreement, you and we will be deemed to have waived any required notice period.

POST-TERM OBLIGATIONS.

22.1.

Obligations of You and the Owners. After the termination, expiration or Transfer of this
Agreement, you and the Owners agree to:

(i)  immediately cease to use the Intellectual Property;
(il))  pay us all amounts that you owe us;

(i) comply with all covenants described in Section 15 that apply after the expiration, termination
or Transfer of this Agreement or the disposal of an ownership interest by an Owner;

(iv) return all copies of the Manual, or any portions thereof, as well as all signs, sign faces,
brochures, advertising and promotional materials, forms, and any other materials bearing or
containing any of the Marks, Copyrights or other identification relating to an It’s Boba Time
store, unless we allow you to transfer such items to an approved transferee;
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)

(vi)

(vii)

(viii)

take such action as may be required to cancel all fictitious or assumed names or equivalent
registrations relating to your use of any of the Marks;

make such modifications and alterations to the Store premises that are necessary or that we
require to prevent any association between us or the System and any business subsequently
operated by you or any third party at the premises; provided, however, that this subsection
shall not apply if your franchise is transferred to an approved transferee or if we exercise our
right to purchase your entire Business;

notify all telephone companies, listing agencies and domain name registration companies
(collectively, the “Agencies”) of the termination or expiration of your right to use: (a) the
telephone numbers and/or domain names, if applicable, related to the operation of your
Business; and (b) any regular, classified or other telephone directory listings associated with
the Marks (you hereby authorize the Agencies to transfer such telephone numbers, domain
names and listings to us and you authorize us, and appoint us and any officer we designate as
your attorney-in-fact to direct the Agencies to transfer the telephone numbers, domain names
and listings to us if you fail or refuse to do so); and

provide us with satisfactory evidence of your compliance with the above obligations within
30 days after the effective date of the termination, expiration or Transfer of this Agreement.

Right to Purchase Facility and Assets.

(a)

(b)

(©)

(d)

Generally. Upon the termination or expiration of this Agreement, we shall have the right, but
not the obligation, to purchase your Store and/or its assets at fair market value as ascertained
by an independent business appraiser. If we elect to exercise this option, the date of
determination of the fair market value shall be the effective date of the termination or
expiration of the Agreement (the “Appraisal Date™). We will notify you of the specific items
that we wish to purchase (the “Acquired Assets”). We may also require that you assign your
lease to us at no additional charge.

Selecting Qualified Appraisers. You and we each shall appoint an appraiser with experience
appraising businesses comparable to your Business in the United States (a “Qualified
Appraiser”). This appointment of the appraisers shall be made within 30 days after the
Appraisal Date by giving written notice to the other party of the name and address of the
Qualified Appraiser. If either of us fails to appoint a Qualified Appraiser within the 30-day
period, the appraisal shall be made by the sole Qualified Appraiser appointed within that
period. If each of us shall have appointed a Qualified Appraiser within the 30-day period, then
within 30 days after that the two (2) Qualified Appraisers shall appoint a third (3™) Qualified
Appraiser. If the two (2) Qualified Appraisers fail to agree on the appointment of a third (3™
Qualified Appraiser within the 30-day period, then a third (3™) Qualified Appraiser shall be
appointed by the American Arbitration Association (acting through its office located closest
to our corporate headquarters) as promptly as possible after that, upon application by either us
or you. Nothing in this provision shall prohibit us and you from jointly approving a single
appraiser, nor shall it obligate us or you to do so.

Information for Appraisal. You must furnish to the Qualified Appraisers a copy of your current
financial statements, as well as your financial statements for the prior three (3) years (or the
period of time that you have operated your Business, if less than three (3) years), together with
the work papers and other financial information or other documents or information that the
Qualified Appraisers may request. The Qualified Appraisers shall take into account the other
information and factors that they deem relevant, but the Qualified Appraisers shall be
instructed that there shall be no consideration of goodwill in the determination of fair market
value.

Appraisal Process. Within 60 days after the appointment of the third Qualified Appraiser, the
three (3) Qualified Appraisers shall appraise the Appraised Assets at fair market value without
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taking into account any value for goodwill (the “Appraised Value”). If the three (3) Qualified
Appraisers agree on a single value, then they shall issue a joint report and the Appraised Value
shall be the value determined by the agreement of the three (3) Qualified Appraisers. If two
(2) of the three (3) Qualified Appraisers agree on a single value, these two (2) Qualified
Appraisers shall issue a joint report, and the dissenting Qualified Appraiser may (but need not)
issue a separate report, and the value determined by agreement of the two (2) Qualified
Appraisers who shall agree shall be the Appraised Value. If none of the Qualified Appraisers
are able to agree on a single value, each Qualified Appraiser shall issue a report setting forth
the value determined by him or her, and the average of the two values that are closest to each
other shall be the Appraised Value. Before the issuance of a report by any Qualified Appraiser,
each Qualified Appraiser shall advise the others of the value that will appear in his or her
report to ensure that the determination of value made by any Qualified Appraiser is made with
knowledge of the values determined by the other Qualified Appraisers. If there shall be only
a single Qualified Appraiser (because you or we failed to appoint a Qualified Appraiser within
the time provided), then the Appraised Value shall be the value determined by the single
Qualified Appraiser.

(e)  Cost of Appraisal. You and we shall equally bear the cost of the appraisal.

(f)  Closing. Once the Appraised Value has been determined, we will have at least 60 days to
prepare for the closing. We will be entitled to receive from you all customary representations
and warranties given by you as the seller of the Acquired Assets and you must transfer good
and clean title to the Acquired Assets, subject to any exceptions agreed to by us. We may
deduct from the Appraised Value all amounts owed to us and our affiliates under this
Agreement, any promissory note, and any other agreement between you and us or between
you and our affiliates.

DISPUTE RESOLUTION. Except as otherwise provided below, the parties agree to submit all claims,
disputes and disagreements, including any matter pertaining to the interpretation of this Agreement or issues
relating to the offer and sale of the franchise or the relationship between the parties (a “Dispute”) to
mediation before a mutually-agreeable mediator prior to arbitration. If the Dispute is not resolved by
mediation within 60 days after either party makes a demand for mediation, the parties will submit the
dispute to mandatory and binding arbitration conducted pursuant to the Commercial Arbitration Rules of
the American Arbitration Association (the “AAA Rules™). The party filing the arbitration must initially
bear the cost of any arbitration fees or costs. The arbitrators will not have authority to award exemplary or
punitive damages. Notwithstanding the foregoing, any Dispute involving claims alleging a breach of
Section 15 and/or Section 18 (referred to as “Excluded Claims™) will not be subject to mediation or
arbitration unless otherwise agreed to by both parties. Either party may immediately file a lawsuit in
accordance with this Section with respect to any Excluded Claim. Notwithstanding this Section’s
incorporation of the AAA Rules, the parties hereby express their clear and unequivocal intent that a court,
rather than an arbitrator, shall have exclusive jurisdiction to decide the threshold issue of whether a Dispute
involves an alleged Excluded Claim (i.e., whether there are any claims alleging a breach of Section 15
and/or Section 18). All mediation, arbitration and litigation shall take place in the county in which we
maintain our principal place of business at the time the Dispute arises (currently, Los Angeles County,
California) and the parties irrevocably waive any objection to such venue. If we or you must enforce this
Agreement in a judicial or arbitration proceeding, the substantially prevailing party will be entitled to
reimbursement of its costs and expenses, including reasonable accounting and legal fees. In addition, if you
breach any term of this Agreement or any other agreement with us or an affiliate of ours, you agree to
reimburse us for all reasonable legal fees and other expenses we incur relating to such breach, regardless
of whether the breach is cured prior to the commencement of any dispute resolution proceedings. UNLESS
PROHIBITED BY APPLICABLE LAW, ANY DISPUTE (OTHER THAN FOR PAYMENT OF
MONIES OWED OR A VIOLATION OF SECTION 15 OR SECTION 18) MUST BE BROUGHT BY
FILING A WRITTEN DEMAND FOR ARBITRATION (OR IF PERMITTED, LITIGATION) WITHIN
ONE (1) YEAR FOLLOWING THE CONDUCT, ACT OR OTHER EVENT OR OCCURRENCE
GIVING RISE TO THE CLAIM, OR THE RIGHT TO ANY REMEDY WILL BE DEEMED FOREVER
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WAIVED AND BARRED. WE AND YOU IRREVOCABLY WAIVE: (I) TRIAL BY JURY; AND (1I)
THE RIGHT TO ARBITRATE OR LITIGATE ON A CLASS ACTION BASIS, IN ANY ACTION,
PROCEEDING OR COUNTERCLAIM, WHETHER AT LAW OR IN EQUITY, BROUGHT BY
EITHER OF THE PARTIES.

YOUR REPRESENTATIONS. YOU HEREBY REPRESENT THAT:

(1)

(i)

(iii)

(iv)

)

(vi)

YOU HAVE NOT RECEIVED ANY WARRANTY OR GUARANTEE, EXPRESS OR IMPLIED,
AS TO THE POTENTIAL VOLUME, PROFITS OR SUCCESS OF THE BUSINESS
CONTEMPLATED BY THIS AGREEMENT, EXCEPT FOR ANY INFORMATION
DISCLOSED IN THE FRANCHISE DISCLOSURE DOCUMENT;

YOU HAVE NO KNOWLEDGE OF ANY REPRESENTATIONS BY US OR ANY OF OUR
OFFICERS, DIRECTORS, MEMBERS, EMPLOYEES OR REPRESENTATIVES ABOUT THE
BUSINESS CONTEMPLATED BY THIS AGREEMENT THAT ARE CONTRARY TO THE
TERMS OF THIS AGREEMENT OR THE FRANCHISE DISCLOSURE DOCUMENT;

YOU RECEIVED (1) AN EXACT COPY OF THIS AGREEMENT AND ITS ATTACHMENTS
AT LEAST FIVE (5) BUSINESS DAYS PRIOR TO THE DATE ON WHICH THIS AGREEMENT
IS EXECUTED; AND (2) OUR FRANCHISE DISCLOSURE DOCUMENT AT THE EARLIER
OF (A) TEN (10) BUSINESS DAYS BEFORE YOU SIGNED A BINDING AGREEMENT OR
PAID ANY MONEY TO US OR OUR AFFILIATES OR (B) AT SUCH EARLIER TIME IN THE
SALES PROCESS THAT YOU REQUESTED A COPY;

YOU ARE AWARE OF THE FACT THAT OTHER PRESENT OR FUTURE FRANCHISEES OF
OURS MAY OPERATE UNDER DIFFERENT FORMS OF AGREEMENT AND
CONSEQUENTLY THAT OUR OBLIGATIONS AND RIGHTS WITH RESPECT TO OUR
VARIOUS FRANCHISEES MAY DIFFER MATERIALLY IN CERTAIN CIRCUMSTANCES;

YOU ARE AWARE OF THE FACT THAT WE MAY HAVE NEGOTIATED TERMS OR
OFFERED CONCESSIONS TO OTHER FRANCHISEES AND WE HAVE NO OBLIGATION
TO OFFER YOU THE SAME OR SIMILAR NEGOTIATED TERMS OR CONCESSIONS; AND

YOU HAVE CONDUCTED AN INDEPENDENT INVESTIGATION OF THE BUSINESS
CONTEMPLATED BY THIS AGREEMENT AND RECOGNIZE THAT IT INVOLVES
BUSINESS RISKS, MAKING THE SUCCESS OF THE VENTURE LARGELY DEPENDENT
UPON YOUR OWN BUSINESS ABILITIES, EFFORTS AND JUDGMENTS, AND THE
SERVICES OF YOU AND THOSE YOU EMPLOY.

GENERAL PROVISIONS

25.1.

25.2.

Governing Law. Except as governed by the United States Trademark Act of 1946 (Lanham Act, 15
U.S.C. §§ 1051, et seq.), this Agreement and the franchise relationship shall be governed by the laws
of the State of California (without reference to its principles of conflicts of law), but any law of the
State of California that regulates the offer and sale of franchises or business opportunities or governs
the relationship of a franchisor and its franchisee will not apply unless its jurisdictional requirements
are met independently without reference to this Section. Notwithstanding the foregoing, the laws and
public policies of the state in which the Store is located shall govern enforcement of the non-
competition covenants imposed under this Agreement.

Relationship of the Parties. You understand and agree that nothing in this Agreement creates a
fiduciary relationship between you and us or is intended to make either party a general or special
agent, legal representative, subsidiary, joint venture, partner, employee or servant of the other for
any purpose. During the Term, you must conspicuously identify yourself at your base of operations,
and in all dealings with third parties, as a franchisee of ours and the independent owner of your
Business. You agree to place such other notices of independent ownership on such forms, stationery,
advertising, business cards and other materials as we may require from time to time. Neither we nor
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25.3.

25.4.

25.5.

25.6.

25.7.

25.8.

you are permitted to make any express or implied agreement, warranty or representation, or incur
any debt, in the name of or on behalf of the other, or represent that our relationship is other than
franchisor and franchisee. In addition, neither we nor you will be obligated by or have any liability
under any agreements or representations made by the other that are not expressly authorized by this
Agreement.

Severability and Substitution. Each section, subsection, term and provision of this Agreement, and
any portion thereof, shall be considered severable. If any applicable and binding law imposes
mandatory, non-waivable terms or conditions that conflict with a provision of this Agreement, the
terms or conditions required by such law shall govern to the extent of the inconsistency and supersede
the conflicting provision of this Agreement. If a court concludes that any promise or covenant in this
Agreement is unreasonable and unenforceable: (a) the court may modify such promise or covenant
to the minimum extent necessary to make such promise or covenant enforceable; or (b) we may
unilaterally modify such promise or covenant to the minimum extent necessary to make such promise
or covenant enforceable.

Waivers. We and you may by written instrument unilaterally waive or reduce any obligation of or
restriction upon the other. Any waiver granted by us shall be without prejudice to any other rights
we may have. We and you shall not be deemed to have waived or impaired any right, power or option
reserved by this Agreement (including the right to demand exact compliance with every term,
condition and covenant in this Agreement or to declare any breach of this Agreement to be a default
and to terminate the franchise before the expiration of its term) by virtue of: (a) any custom or
practice of the parties at variance with the terms of this Agreement; (b) any failure, refusal or neglect
of us or you to exercise any right under this Agreement or to insist upon exact compliance by the
other with its obligations under this Agreement, including any mandatory specification, standard, or
operating procedure; (c) any waiver, forbearance, delay, failure or omission by us to exercise any
right, power or option, whether of the same, similar or different nature, relating to other franchisees;
or (d) the acceptance by us of any payments due from you after breach of this Agreement.

Approvals. Whenever this Agreement requires our approval, you must make a timely written request
for approval, and the approval must be in writing in order to bind us. Except as otherwise expressly
provided in this Agreement, if we fail to approve any request for approval within the required period
of time, we shall be deemed to have disapproved your request. If we deny approval and you seek
legal redress for the denial, the only relief to which you may be entitled is to acquire our approval.
You are not entitled to any other relief or damages for our denial of approval.

Force Majeure. Neither we nor you shall be liable for loss or damage or deemed to be in breach of
this Agreement if our or your failure to perform our or your obligations results from any event of
force majeure. Any delay resulting from an event of force majeure will extend performance
accordingly or excuse performance, in whole or in part, as may be reasonable under the
circumstances. Notwithstanding the foregoing, “force majeure” will not: (a) relieve you of any
payment obligations under this Agreement; or (b) excuse, or apply with respect to, any breaches
resulting from an epidemic or pandemic of a contagious illness or disease or resulting from any
economic or financial changes caused by such epidemic or pandemic.

Binding Effect. This Agreement is binding upon the parties to this Agreement and their respective
executors, administrators, heirs, assigns and successors in interest. Nothing in this Agreement is
intended, nor shall be deemed, to confer any rights or remedies upon any person or legal entity not a
party to this Agreement; provided, however, that the additional insureds listed in Section 16.1 and
the Indemnified Parties are intended third-party beneficiaries under this Agreement with respect to
Section 16.1 and Section 19, respectively.

Integration. THIS AGREEMENT CONSTITUTES THE ENTIRE AGREEMENT BETWEEN
THE PARTIES AND MAY NOT, EXCEPT AS PERMITTED BY SECTION 12.2 AND SECTION
25.3, BE CHANGED EXCEPT BY A WRITTEN DOCUMENT SIGNED BY BOTH PARTIES. In
addition, our issuance of the Site Approval Notice attached hereto as ATTACHMENT "B" shall be
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deemed to amend this Agreement to identify the approved site and Territory for your Store,
regardless of whether you countersign and/or return the Site Approval Notice. Any email
correspondence or other form of informal electronic communication shall not be deemed to modify
this Agreement unless such communication is signed by both parties and specifically states that it is
intended to modify this Agreement. The attachment(s) are part of this Agreement, which, together
with any Amendments or Addenda executed on or after the Effective Date, constitutes the entire
understanding and agreement of the parties, and there are no other oral or written understandings or
agreements between us and you about the subject matter of this Agreement. As referenced above, all
mandatory provisions of the Manual are part of this Agreement. Any representations not specifically
contained in this Agreement made before entering into this Agreement do not survive after the
signing of this Agreement. This provision is intended to define the nature and extent of the parties’
mutual contractual intent, there being no mutual intent to enter into contract relations, whether by
agreement or by implication, other than as set forth above. The parties acknowledge that these
limitations are intended to achieve the highest possible degree of certainty in the definition of the
contract being formed, in recognition of the fact that uncertainty creates economic risks for both
parties which, if not addressed as provided in this Agreement, would affect the economic terms of
this bargain. Nothing in this Agreement is intended to disclaim any of the representations we made
in the Franchise Disclosure Document.

Covenant of Good Faith. If applicable law implies a covenant of good faith and fair dealing in this
Agreement, the parties agree that the covenant shall not imply any rights or obligations that are
inconsistent with a fair construction of the terms of this Agreement. Additionally, if applicable law
shall imply the covenant, you agree that: (a) this Agreement (and the relationship of the parties that
is inherent in this Agreement) grants us the discretion to make decisions, take actions and/or refrain
from taking actions not inconsistent with our explicit rights and obligations under this Agreement
that may affect favorably or adversely your interests; (b) we will use our judgment in exercising the
discretion based on our assessment of our own interests and balancing those interests against the
interests of our franchisees generally (including ourselves and our affiliates if applicable), and
specifically without considering your individual interests or the individual interests of any other
particular franchisee; (c) we will have no liability to you for the exercise of our discretion in this
manner, so long as the discretion is not exercised in bad faith; and (d) in the absence of bad faith, no
trier of fact in any arbitration or litigation shall substitute its judgment for our judgment so exercised.

25.10.Rights of Parties are Cumulative. The rights of the parties under this Agreement are cumulative

and no exercise or enforcement by either party of any right or remedy under this Agreement will
preclude any other right or remedy available under this Agreement or by law.

25.11.Survival. All provisions that expressly or by their nature survive the termination, expiration or

Transfer of this Agreement (or the Transfer of an ownership interest in the franchise) shall continue
in full force and effect subsequent to and notwithstanding its termination, expiration or Transfer and
until they are satisfied in full or by their nature expire, including, without limitation, Section 14,
Section 15, Section 17, Section 19, Section 22, Section 23 and Section 25.

25.12. Construction. The headings in this Agreement are for convenience only and do not define, limit or

construe the contents of the sections or subsections. All references to Sections refer to the Sections
contained in this Agreement unless otherwise specified. All references to days in this Agreement
refer to calendar days unless otherwise specified. The term “you” as used in this Agreement is
applicable to one or more persons or an Entity, and the singular usage includes the plural and the
masculine and neuter usages include the other and the feminine and the possessive.

25.13. Time of Essence. Time is of the essence in this Agreement and every term thereof.

25.14. Counterparts. This Agreement may be signed in multiple counterparts, each of which shall be

deemed an original and all of which together shall constitute but one and the same document.
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25.15. Notice. All notices given under this Agreement must be in writing, delivered by hand, email (to the
last email address provided by the recipient) or first class mail, to the following addresses (which
may be changed upon 10 business days prior written notice):

YOU: As set forth in Part A of ATTACHMENT "A"

US: Boba Time, Inc.
701 S. Vermont Ave.
Los Angeles, California 90005

Notice shall be considered given at the time delivered by hand, or one (1) business day after sending by
email or comparable electronic system, or three (3) business days after placed in the mail, postage
prepaid, by certified mail with a return receipt requested.

The parties to this Agreement have executed this Agreement effective as of the Effective Date first above written.

FRANCHISOR:

Boba Time, Inc., a California corporation

By:
Name:
Its:
YOU (If you are an entity): YOU (If you are not an entity):
a(n) Name:
By:
Name: Name:
Its:
Name:
Name:
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ATTACHMENT "A"
TO FRANCHISE AGREEMENT
DEAL TERMS

A. Franchisee Details.

Name of Franchisee: [ ]
Is the franchisee one or more natural persons signing in their individual capacity? Yes: No:
Type of Entity and State of Formation* (if applicable): [ ]

* [f the franchisee is a business entity, each natural person holding a direct or indirect ownership interest in
the business entity, and spouse of each such person, must sign the Franchise Owner Agreement concurrently
with the execution of this Agreement.

The following table includes the full name of each natural person holding a direct or indirect ownership interest
in the franchise (or the franchisee business entity if applicable) along with a description of their ownership
interest.

. Direct or Indirect
Owner’s Name % Ownership Interest

(if indirect, describe nature of interest)

Notice Address: [ ]

B. Site Selection Area.

The Site Selection Area referenced in the Franchise Agreement shall consist of the following geographic area:

[ ]

* The Site Selection Area is not your territory and there are no protections associated with this area.

C. Approved Site.

We hereby approve the site listed below for the operation of your Store.

Approved Address: [ ]

* If the site for your Store has not been approved by us at the time the Franchise Agreement is signed, then
we will send you a Site Approval Notice in accordance with Section 7.1 listing the address of your approved
site.



D. Territory.

The Territory referenced in the Franchise Agreement shall consist of the following (franchisor to place check
by appropriate box at least seven (7) days prior to execution of this Agreement):

Your Store is located within a Captive Venue and your Territory is limited to the premises of your
Store.

Your Store is located within an urban area and your Territory consists of the geographic area within
a % mile radius from your Store.

Your Store is located neither within a Captive Venue nor an urban area and your Territory consists
of the geographic area within a one (1) mile radius from your Store.

* If the site for your Store has not been approved by us at the time this Agreement is signed, then we will send
you a Site Approval Notice in accordance with Section 3 that will identify the geographic area that
comprises your Territory. The Territory will be determined in accordance with Section 3.



ATTACHMENT "B"
TO FRANCHISE AGREEMENT

FORM OF SITE APPROVAL NOTICE

[See Attached]



SITE APPROVAL NOTICE

9

Boba Time, Inc. (“we” or “us”) is issuing this Site Approval Notice (this “Notice”) to

(‘?ﬂ”), effective , 202, in connection with the It’s
Boba Time Franchise Agreement (the “Franchise Agreement”) that we executed with you on ,
202 . The purpose of this Notice is to confirm our approval of the site you have proposed for your Store and

our designation of the boundaries of your “Territory”.

Approved Address:

Pursuant to Section 7.1 of the Franchise Agreement, we hereby approve the site listed below for the operation of
your Store:

Territory:

Pursuant to Section 3 of the Franchise Agreement, we hereby designate the following geographic area as your
“Territory” under the Franchise Agreement (franchisor to place check by appropriate box):

Your Store is located within a Captive Venue and your Territory is limited to the premises of your
Store.

Your Store is located within an urban area and your Territory consists of the geographic area within
a Y4 mile radius from your Store.

Your Store is located neither within a Captive Venue nor an urban area and your Territory consists
of the geographic area within a one (1) mile radius from your Store.

%k 3k ok

By signing below, you and we agree that: (a) the address identified in this Notice shall be deemed your approved
site for your Store established and operated pursuant to the Franchise Agreement; and (b) the geographic area
described in this Notice under “Territory” shall be deemed your Territory under the Franchise Agreement. You
acknowledge and agree that our acceptance of the site you have proposed is in no way a representation by us that
your site will be successful. Rather, our acceptance of the site you propose merely indicates that the site meets our
minimum standards and requirements.

We request that you sign below and send us an executed copy of this Notice to acknowledge your receipt.
However, your failure or refusal to sign below will not invalidate or otherwise affect our designation of your
approved site or Territory. Our designation of your approved site and Territory, as set forth in this Notice, shall
be binding upon you effective as of the effective date listed in the first paragraph in this Notice, as the approved
site for your Store and Territory under the Franchise Agreement.

Franchisor Franchisee

Boba Time, Inc.

By: By:
Name: Name:
Its: Its:

Date: Date:
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Lease Addendum

This Agreement dated this  day of , 202 among Boba Time, Inc., a California corporation,
with principal offices at 701 S. Vermont Ave., Los Angeles, California 90005 (the “Franchisor”),
, a(n) , with principal offices

located at (the “Landlord”), and
, a(n) , with principal offices located at

(the “Tenant/Franchisee”).

Background

A. On , 202, the Tenant/Franchisee and the Franchisor entered an It’s Boba Time,
Franchise Agreement (the “Franchise Agreement”). Under the Franchise Agreement, the Franchisor
granted the Tenant/Franchisee the right, and the Tenant/Franchisee undertook the duty, to operate an It’s
Boba Time franchised business (the “Franchised Business™) at the Premises (defined below).

B.  Simultaneously with entering this Agreement, the Landlord and the Tenant/Franchisee are entering a lease
agreement (the “Lease”). Under the Lease, the Tenant/Franchisee leases the premises described in Exhibit
“A” (the “Premises”).

C.  To protect the Franchisor’s rights and interests under the Franchise Agreement, the Landlord grants certain
rights to the Franchisor under the Lease as set forth below.

Agreement

I. Notices. At the same time such notices are sent to the Tenant/Franchisee, the Landlord must provide the
Franchisor with copies of all written notices of default that it sends to the Tenant/Franchisee. The Landlord
agrees to send such copies by first-class mail, postage prepaid, to the Franchisor at its address set forth
above or such other address as the Franchisor may notify the Landlord in writing.

2. Right to Cure. If the Tenant/Franchisee defaults under the Lease, the Franchisor has the right (but not the
duty) to cure such default within 15 days following the expiration of any applicable cure period.
Furthermore, in such event, the Franchisor may immediately commence occupancy of the Premises as the
tenant under the Lease without obtaining the Landlord’s or Franchisee’s consent. The Franchisor may
thereafter assign the Lease to another It’s Boba Time franchisee or to an entity owned and/or controlled by
the Franchisor. If it does, the Franchisor must first obtain the Landlord’s written approval of the assignee.
The Landlord, however, must neither unreasonably withhold nor delay its approval thereof. The Landlord
will acknowledge any such assignment in writing. No assignment permitted under this Section is subject to
any assignment or similar fee or will cause any rental acceleration.

3. Right to Assign. At any time (including, without limitation, upon the expiration or sooner termination of
the Franchise Agreement) without the Landlord’s prior consent, the Tenant/Franchisee may assign the
Lease to the Franchisor. In such event, the Franchisor may thereafter assign the Lease to another It’s Boba
Time franchisee or to an entity owned and/or controlled by the Franchisor. If it does, the Franchisor must
first obtain the Landlord’s written approval of the assignee. The Landlord, however, must neither
unreasonably withhold nor delay its approval thereof. The Landlord will acknowledge any such assignment
in writing. No assignment permitted under this Section is subject to any assignment or similar fee or will
cause any rental acceleration.

4. Right of First Refusal. The Landlord agrees that upon the expiration or termination of the Lease, the
Franchisor shall have the first right of refusal to lease the Premises as the new tenant.

5. Expiration or Termination of Franchise Agreement. The Landlord agrees that the expiration or termination
of the Franchise Agreement shall constitute a default under the Lease, giving the Franchisor the right, but
not the obligation, to cure such default by succeeding to Tenant/Franchisee’s interests under the Lease in




accordance with Section 2 above.

6. Acknowledgement of Rights. The Landlord acknowledges the Franchisor’s rights under the Franchise
Agreement to enter the Premises to: (a) make any modifications or alterations necessary in the Franchisor’s
sole discretion to protect its franchise system and its trademarks without being guilty of trespass or any
other tort or crime; and (b) remove any trade fixtures, interior or exterior signs and other items bearing the
Franchisor’s trademarks or service marks upon the expiration or termination of the Franchise Agreement.

7. Modification of IL.ease. Without the Franchisor’s prior written consent, the Landlord and the
Tenant/Franchisee may not amend, modify, supplement, terminate, renew or extend the Lease.

8. Miscellaneous.

(a) In the event of any inconsistency between the terms of this Agreement and the terms of the Lease,
the terms of this Agreement control.

(b)  All of the terms of this Agreement, whether so expressed or not, are binding upon, inure to the benefit
of, and are enforceable by the parties and their respective personal and legal representatives, heirs,
successors and permitted assigns.

(¢)  The provisions of this Agreement may be amended, supplemented, waived or changed only by a
written document signed by all the parties to this Agreement and making specific reference to this
Agreement.

(d)  This Agreement may be executed in one or more counterparts, each of which is an original, but all
of which together constitute one and the same instrument.

In witness whereof, this Agreement has been executed the date and year first above written.
FRANCHISOR:

Boba Time, Inc., a California corporation

By:

Name:
Its:

LANDLORD:

By:
Name:
Its:

TENANT/FRANCHISEE:

By:
Name:
Its:




EXHIBIT “A” TO LEASE ADDENDUM

DESCRIPTION OF PREMISES
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FRANCHISE OWNER AGREEMENT

This Franchise Owner Agreement (this “Agreement”) is entered into by: (a) each of the undersigned owners of
Franchisee (defined below); and (b) the spouse of each such owner, in favor of Boba Time, Inc., a California
corporation, and its successors and assigns (“us”), upon the terms and conditions set forth in this Agreement. Each
signatory to this Agreement is referred to as “you”.

1.

Definitions. For purposes of this Agreement, the following terms have the meanings given to them
below:

“Competitive Business” means any business that derives at least 50% of its revenues from the sale of pre-
made and/or made-to-order boba, milk tea, smoothies, slushies, and/or other beverages that are the same as
or substantially similar to those offered at It’s Boba Time stores.

“Copyrights” means all works and materials for which we or our affiliate has secured common law or
registered copyright protection and that we allow franchisees to use, sell or display in connection with the
marketing and/or operation of an It’s Boba Time store, whether now in existence or created in the future.

“Franchise Agreement” means the It’s Boba Time Franchise Agreement executed by Franchisee with an
effective date of ,202

“Franchisee” means

“Improvements” means any additions, modifications or improvements to (a) the goods or services offered
at an It’s Boba Time store, (b) the method of operation of an It’s Boba Time store or (c) any marketing or
promotional ideas relating to an It’s Boba Time store, whether developed by you, Franchisee or any other
person.

“Intellectual Property” means, collectively or individually, our Marks, Copyrights, Know-how, System
and Improvements. “Intellectual Property” also includes all customer data collected by Franchisee or by
us.

“Know-how” means all of our trade secrets and other proprietary information relating to the development,
construction, marketing and/or operation of an It’s Boba Time store, including, but not limited to, recipes,
training materials, merchandise and vendor lists, methods, techniques, specifications, procedures, policies,
marketing strategies and information comprising the System and the Manual.

“Manual” means our confidential brand standards manual for the operation of an It’s Boba Time store.

“Marks” means the logotypes, service marks, and trademarks now or hereafter involved in the operation
of an It’s Boba Time store, including “Boba Time,” “It’s Boba Time” and related logos, and any other
trademarks, service marks or trade names that we designate for use in an It’s Boba Time store. The term
“Marks” also includes any distinctive trade dress used to identify an It’s Boba Time store, whether now in
existence or hereafter created.

“Prohibited Activities ” means any or all of the following: (a) owning, operating or having any other interest
(as an owner, partner, director, officer, employee, manager, consultant, shareholder, creditor,
representative, agent or in any similar capacity) in a Competitive Business (other than owning an interest
of five percent (5%) or less in a publicly traded company that is a Competitive Business); or (b) diverting
or attempting to divert any business from us (or one of our affiliates or franchisees).

“Restricted Period” means the two (2) year period after the earliest to occur of the following: (a) the
termination or expiration of the Franchise Agreement; (b) the date on which Franchisee assigns the
Franchise Agreement to another person with respect to whom neither you nor your spouse holds any direct
or indirect ownership interest; or (c) the date on which you cease to be an owner of Franchisee or your
spouse ceases to be an owner of Franchisee, as applicable; provided however, that if a court of competent
jurisdiction determines that this period of time is too long to be enforceable, then the “Restricted Period”



means the one (1) year period after the earliest to occur of the following: (a) the termination or expiration
of the Franchise Agreement; (b) the date on which Franchisee assigns the Franchise Agreement to another
person with respect to whom neither you nor your spouse holds any direct or indirect ownership interest;
or (c) the date on which you cease to be an owner of Franchisee or your spouse ceases to be an owner of
Franchisee, as applicable.

“Restricted Territory” means the geographic area within: (a) a 25 mile radius from the Store (and including
the Store itself); and (b) a 25 mile radius from all other It’s Boba Time stores that are operating or under
construction as of the date of this Agreement and remain in operation or under construction during all or
any part of the Restricted Period; provided, however, that if a court of competent jurisdiction determines
that the foregoing Restricted Territory is too broad to be enforceable, then the “Restricted Territory” means
the geographic area within a five (5) mile radius from the Store (and including the Store itself).

“Site Approval Notice” is defined in Sections 3.

“Store” means the It’s Boba Time store operated by Franchisee pursuant to the Franchise Agreement.

’

“System” means our distinct system for the operation of an It’s Boba Time store, the distinctive
characteristics of which include proprietary recipes and other trade secrets, specially formulated
ingredients, business formats, methods, procedures, designs, layouts, standards and specifications and
operating system.

Background. In your capacity as an owner of Franchisee, or the spouse of an owner of Franchisee, you
may gain knowledge of our System and Know-how. You understand that protecting the Intellectual
Property is vital to our success and that of our franchisees and that you could seriously jeopardize our entire
franchise system if you were to unfairly compete with us. In addition, you understand that certain terms of
the Franchise Agreement apply to “owners” and not just Franchisee. You agree to comply with the terms
of this Agreement In order to: (a) avoid damaging our System by engaging in unfair competition; and (b)
bind yourself to the terms of the Franchise Agreement applicable to owners.

Brand Protection Covenants.

(a) Intellectual Property. You agree:

(i)  you will not use the Intellectual Property in any business or capacity other than the Store
operated by Franchisee;

(i)  you will maintain the confidentiality of the Know-how at all times;
(i)  you will not make unauthorized copies of documents containing any Know-how;

(iv) you will take such reasonable steps as we may ask of you from time to time to prevent
unauthorized use or disclosure of the Know-how;

(v)  you will stop using the Know-how immediately if you are no longer an owner of Franchisee or
your spouse is an owner of Franchisee, as applicable; and

(vi) you further agree that you will not use the Intellectual Property for any purpose other than the
development and operation of the Store pursuant to the terms of the Franchise Agreement and
Manual.

You agree to assign to us or our designee, without charge, all rights to any Improvement developed
by you, including the right to grant sublicenses. If applicable law precludes you from assigning
ownership of any Improvement to us, then such Improvement shall be perpetually licensed by you
to us free of charge, with full rights to use, commercialize, and sublicense the same.

(b)  Unfair Competition During Relationship. You agree not to unfairly compete with us at any time
while you are an owner of Franchisee or while your spouse is an owner of Franchisee, as applicable,
by engaging in any Prohibited Activities.
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Unfair Competition After Relationship. You agree not to unfairly compete with us during the
Restricted Period by engaging in any Prohibited Activities; provided, however, that the Prohibited
Activity relating to having an interest in a Competitive Business will only apply with respect to a
Competitive Business that is located within the Restricted Territory. If you engage in any Prohibited
Activities during the Restricted Period, then you agree that your Restricted Period will be extended
by the period of time during which you were engaging in the prohibited activity (any such extension
of time will not be construed as a waiver of your breach or otherwise impair any of our rights or
remedies relating to your breach).

Immediate Family Members. You acknowledge that you could circumvent the purpose of this
Agreement by disclosing Know-how to an immediate family member (i.e., parent, sibling, child, or
grandchild). You also acknowledge that it would be difficult for us to prove whether you disclosed
the Know-how to family members. Therefore, you agree that you will be presumed to have violated
the terms of this Agreement if any member of your immediate family (i) engages in any Prohibited
Activities during any period of time during which you are prohibited from engaging in the Prohibited
Activities or (ii) uses or discloses the Know-how. However, you may rebut this presumption by
furnishing evidence conclusively showing that you did not disclose the Know-how to the family
member.

Covenants Reasonable. You acknowledge and agree that: (i) the terms of this Agreement are
reasonable both in time and in scope of geographic area; and (ii) you have sufficient resources and
business experience and opportunities to earn an adequate living while complying with the terms of
this Agreement. YOU HEREBY WAIVE ANY RIGHT TO CHALLENGE THE TERMS OF THIS
AGREEMENT AS BEING OVERLY BROAD, UNREASONABLE OR OTHERWISE UNENFORCEABLE.
Although you and we both believe that the covenants in this Agreement are reasonable in terms of
scope, duration and geographic area, we may at any time unilaterally modify the terms of the system
protection covenants in Section 3 of this Agreement, upon written notice to you, by limiting the scope
of the Prohibited Activities, narrowing the definition of a Competitive Business, shortening the
duration of the Restricted Period, reducing the geographic scope of the Restricted Territory and/or
reducing the scope of any other covenant imposed upon you under Section 3 of this Agreement to
ensure that the terms and covenants are enforceable under applicable law

Breach. You agree that failure to comply with the covenants in this Section 3 will cause substantial
and irreparable damage to us and/or other It’s Boba Time franchisees for which there is no adequate
remedy at law. Therefore, you agree that any violation of these covenants will entitle us to injunctive
relief. You agree that we may apply for such injunctive relief, without bond, but upon due notice, in
addition to such further and other relief as may be available at equity or law, and the sole remedy of
yours, in the event of the entry of such injunction, will be the dissolution of such injunction, if
warranted, upon hearing duly held (all claims for damages by reason of the wrongful issuance of any
such injunction being expressly waived hereby). If a court requires the filing of a bond
notwithstanding the preceding sentence, the parties agree that the amount of the bond shall not exceed
$1,000. None of the remedies available to us under this Section are exclusive of any other, but may
be combined with others under this Agreement, or at law or in equity, including injunctive relief,
specific performance and recovery of monetary damages.

Transfer Restrictions. If you are an owner of Franchisee, you acknowledge that we must approve all
persons who hold a direct or indirect ownership interest in Franchisee. Accordingly, you agree that you will
not, directly or indirectly or by operation of law, sell, assign, mortgage, pledge or in any manner transfer
any direct or indirect ownership interest in Franchisee except in accordance with the terms and conditions
set forth in Section 20.2 of the Franchise Agreement.

Financial Security. In order to secure Franchisee’s financial obligations under the Franchise Agreement
and all ancillary agreements executed by Franchisee in connection with the Franchise Agreement,
including, but not limited to, any agreement for the purchase of goods or services from us or an affiliate of
ours and any promissory note related to payments owed to us (collectively, the “Secured Agreements”),




you, jointly and severally, personally and unconditionally: (a) guarantee to us and our successor and assigns,
that Franchisee shall punctually fulfil all of its payment and other financial obligations under the Secured
Agreement; and (b) agree to be personally bound by, and personally liable for, each and every monetary
provision in the Secured Agreements. You waive: (1) acceptance and notice of acceptance by us of the
foregoing undertakings; (2) notice of demand for payment of any indebtedness guaranteed; (3) protest and
notice of default to any party with respect to the indebtedness guaranteed; (4) any right you may have to
require that an action be brought against Franchisee or any other person as a condition of liability; and (5)
the defense of the statute of limitations in any action hereunder or for the collection of any indebtedness
hereby guaranteed. You agree that: (1) your direct and immediate liability under this guaranty shall be joint
and several with Franchisee and all other signatories to this Agreement; (2) you will render any payment
required under the Secured Agreements upon demand if Franchisee fails or refuses punctually to do so;
(3) your liability shall not be contingent or conditioned upon pursuit by us of any remedies against
Franchisee or any other person; and (4) liability shall not be diminished, relieved or otherwise affected by
any extension of time, credit or other indulgence that we may grant to Franchisee or to any other person,
including the acceptance of any partial payment or performance, or the compromise or release of any claims,
none of which shall in any way modify or amend this guarantee, which shall be continuing and irrevocable
during the term of each of the Secured Agreements and following the termination, expiration or transfer of
each of the Secured Agreements to the extent any financial obligations under any such Secured Agreements
survive such termination, expiration or transfer. This guaranty will continue unchanged by the occurrence
of any bankruptcy with respect to Franchisee or any assignee or successor of Franchisee or by any
abandonment of one or more of the Secured Agreements by a trustee of Franchisee. Neither your obligation
to make payment in accordance with the terms of this undertaking nor any remedy for enforcement shall be
impaired, modified, changed, released or limited in any manner whatsoever by any impairment,
modification, change, release or limitation of the liability of Franchisee or its estate in bankruptcy or of any
remedy for enforcement, resulting from the operation of any present or future provision of the U.S.
Bankruptcy Act or other statute, or from the decision of any court or agency.

Dispute Resolution. Any dispute between the parties relating to this Agreement shall be brought in
accordance with the dispute resolution procedures set forth in the Franchise Agreement. Notwithstanding
the foregoing, if any of the dispute resolution procedures set forth in the Franchise Agreement conflict with
any of the terms of this Agreement, the terms of this Agreement shall prevail. You acknowledge and agree
that a breach of this Agreement by you shall constitute a material event of default under the
Franchise Agreement, permitting us to terminate the Franchise Agreement in accordance with the
terms thereof.

Miscellaneous.

(a)  If either party hires an attorney or files suit against the other party relating to or alleging a breach of
this Agreement, the losing party agrees to pay the prevailing party’s reasonable attorneys’ fees and
costs incurred in connection with such breach.

(b)  This Agreement will be governed by, construed and enforced under the laws of California (except
enforcement of the non-competition covenants will be governed by the laws and public policies
applicable in the state in which you reside) and the courts in that state shall have jurisdiction over
any legal proceedings arising out of this Agreement.

(c)  Any claim, defense or cause of action that you may have against us or against Franchisee, regardless
of cause or origin, cannot be used as a defense against our enforcement of this Agreement.

(d)  Each section of this Agreement, including each subsection and portion thereof, is severable. In the
event that any section, subsection or portion of this Agreement is unenforceable, it shall not affect
the enforceability of any other section, subsection or portion; and each party to this Agreement agrees
that the court may impose such limitations on the terms of this Agreement as it deems in its discretion
necessary to make such terms reasonable in scope, duration and geographic area.

(e)  You agree that we may deliver to you any notice or other communication contemplated by this



Agreement in the same manner and to the same address listed in the notice provisions of the Franchise
Agreement and any such delivery shall be deemed effective for purposes of this Agreement. You
may change the address to which notices must be sent by sending us a written notice requesting such
change, which notice shall be delivered in the manner and to the address listed in the Franchise
Agreement.

In witness whereof, each of the undersigned has executed this Agreement as of the date or dates set forth below.

OWNER / SPOUSE
By:

Name:

Date:

OWNER / SPOUSE
By:

Name:

Date:

OWNER / SPOUSE
By:

Name:

Date:

OWNER / SPOUSE
By:

Name:

Date:
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AUTOMATED CLEARING HOUSE PAYMENT AUTHORIZATION FORM

Franchisee Information:

Franchisee Name Business No.

Franchisee Mailing Address (street) Franchisee Phone No.

Franchisee Mailing Address (city, state, zip)

Contact Name, Address and Phone number (if different from above)

Franchisee Fax No. Franchisee Email Address

Bank Account Information:

Bank Name

Bank Mailing Address (street, city, state, zip)

[1 Checking [] Savings

Bank Account No. (check one) Bank Routing No. (9 digits)
Bank Mailing Address (city, state, zip) Bank Phone No.
Authorization:

Franchisee hereby authorizes Boba Time, Inc. (“Franchisor”) to initiate debit entries to Franchisee’s account with the Bank listed above
and Franchisee authorizes the Bank to accept and to debit the amount of such entries to Franchisee’s account. Each debit shall be made
from time to time in an amount sufficient to cover any fees payable to Franchisor pursuant to any agreement between Franchisor and
Franchisee as well as to cover any purchases of goods or services from Franchisor or any affiliate of Franchisor. Franchisee agrees to be
bound by the National Automated Clearing House Association (NACHA) rules in the administration of these debit entries. Debit entries
will be initiated only as authorized above. This authorization is to remain in full force and effect until Franchisor has received written
notification from Franchisee of its termination in such time and in such manner as to afford Franchisor and the Bank a reasonable
opportunity to act on it. Franchisee shall notify Franchisor of any changes to any of the information contained in this authorization form at
least 30 days before such change becomes effective.

Signature: Date:

Name:

Its:

Federal Tax ID Number:

NOTE: FRANCHISEE MUST ATTACH A VOIDED CHECK RELATING TO THE BANK ACCOUNT.
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CONFIDENTIALITY AGREEMENT

This Agreement (this “Agreement”) is entered into by the undersigned (“you”) in favor of Boba Time, Inc., a
California corporation, and its successors and assigns (“us”), upon the terms and conditions set forth in this
Agreement.

1.

Definitions. For purposes of this Agreement, the following terms have the meanings given to them below:

“Copyrights” means all works and materials for which we or our affiliate has secured common law or
registered copyright protection and that we allow franchisees to use, sell or display in connection with the
marketing and/or operation of an It’s Boba Time store, whether now in existence or created in the future.

“Franchisee” means the It’s Boba Time franchisee for whom you are an officer, director, employee or
independent contractor.

“Improvements” means any additions, modifications or improvements to (a) the goods or services offered
at an It’s Boba Time store, (b) the method of operation of an It’s Boba Time store or (c) any marketing or
promotional ideals relating to an It’s Boba Time store, whether developed by you, Franchisee or any other
person.

“Intellectual Property” means, collectively or individually, our Marks, Copyrights, Know-how, System
and Improvements. “Intellectual Property” also includes all customer data collected by Franchisee or by
us.

“Know-how” means all of our trade secrets and other proprietary information relating to the development,
construction, marketing and/or operation of an It’s Boba Time store, including, but not limited to, recipes,
training materials, merchandise and vendor lists, methods, techniques, specifications, procedures, policies,
marketing strategies and information comprising the System and the Manual.

“Manual” means our confidential brand standards manual for the operation of an It’s Boba Time store.

“Marks” means the logotypes, service marks, and trademarks now or hereafter involved in the operation
of an It’s Boba Time store, including “Boba Time,” “It’s Boba Time” and related logos, and any other
trademarks, service marks or trade names that we designate for use in an It’s Boba Time store. The term
“Marks” also includes any distinctive trade dress used to identify an It’s Boba Time store, whether now in
existence or hereafter created.

“System” means our distinct system for the operation of an It’s Boba Time store, the distinctive
characteristics of which include proprietary recipes and other trade secrets, specially formulated
ingredients, business formats, methods, procedures, designs, layouts, standards and specifications and
operating system.

Background. You are an officer, director, employee or independent contractor of Franchisee. As a result
of this association, you may gain knowledge of our System and Know-how. You understand that protecting
the Intellectual Property is vital to our success and that of our franchisees and that you could seriously
jeopardize our entire franchise system if you were to unfairly compete with us. In order to avoid such
damage, you agree to comply with the terms of this Agreement.

Know-How and Intellectual Property. You agree:

(1)  you will not use the Intellectual Property in any business or capacity other than the It’s Boba Time
store operated by Franchisee;

(i)  you will maintain the confidentiality of the Know-how at all times;
(i)  you will not make unauthorized copies of documents containing any Know-how;

(iv)  you will take such reasonable steps as we may ask of you from time to time to prevent unauthorized
use or disclosure of the Know-how;



(v)  you will stop using the Know-how immediately if you are no longer an officer, director, employee
or independent contractor of Franchisee; and

(vi) you will not use the Intellectual Property for any purpose other than the performance of your duties
for Franchisee and within the scope of your employment or other engagement with Franchisee.

Immediate Family Members. You acknowledge that you could circumvent the purpose of this Agreement
by disclosing Know-how to an immediate family member (i.e., spouse, parent, sibling, child, or grandchild).
You also acknowledge that it would be difficult for us to prove whether you disclosed the Know-how to
family members. Therefore, you agree that you will be presumed to have violated the terms of this
Agreement if any member of your immediate family uses or discloses the Know-how. However, you may
rebut this presumption by furnishing evidence conclusively showing that you did not disclose the Know-
how to the family member.

Covenants Reasonable. You acknowledge and agree that: (a) the terms of this Agreement are reasonable
both in time and in scope of geographic area; and (b) you have sufficient resources and business experience
and opportunities to earn an adequate living while complying with the terms of this Agreement. YOU
HEREBY WAIVE ANY RIGHT TO CHALLENGE THE TERMS OF THIS AGREEMENT AS BEING OVERLY
BROAD, UNREASONABLE OR OTHERWISE UNENFORCEABLE.

Breach. You agree that failure to comply with the terms of this Agreement will cause substantial and
irreparable damage to us and/or other It’s Boba Time franchisees for which there is no adequate remedy at
law. Therefore, you agree that any violation of the terms of this Agreement will entitle us to injunctive
relief. You agree that we may apply for such injunctive relief, without bond, but upon due notice, in addition
to such further and other relief as may be available at equity or law, and the sole remedy of yours, in the
event of the entry of such injunction, will be the dissolution of such injunction, if warranted, upon hearing
duly held (all claims for damages by reason of the wrongful issuance of any such injunction being expressly
waived hereby). If a court requires the filing of a bond notwithstanding the preceding sentence, the parties
agree that the amount of the bond shall not exceed $1,000. None of the remedies available to us under this
Agreement are exclusive of any other, but may be combined with others under this Agreement, or at law or
in equity, including injunctive relief, specific performance and recovery of monetary damages. Any claim,
defense or cause of action that you may have against us or against Franchisee, regardless of cause or origin,
cannot be used as a defense against our enforcement of this Agreement.

Miscellaneous.

(a) If we hire an attorney or file suit against you because you have breached this Agreement and prevail
against you, you agree to pay our reasonable attorneys’ fees and costs in doing so.

(b)  This Agreement will be governed by, construed and enforced under the laws of California and the
courts in that state shall have jurisdiction over any legal proceedings arising out of this Agreement.

(c)  Each section of this Agreement, including each subsection and portion thereof, is severable. In the
event that any section, subsection or portion of this Agreement is unenforceable, it shall not affect
the enforceability of any other section, subsection or portion; and each party to this Agreement agrees
that the court may impose such limitations on the terms of this Agreement as it deems in its discretion
necessary to make such terms enforceable.

This Confidentiality Agreement is executed as of the date set forth below.

By:

Name:
Date:




ATTACHMENT "G"
TO FRANCHISE AGREEMENT
DEFINITIONS

“Account” is defined in Section 14.5.

“Acquisition” means either (a) a competitive or non-competitive company, franchise system, network or chain
directly or indirectly acquiring us, whether in whole or in part, including by asset or stock purchase, change of
control, merger, affiliation or otherwise or (b) us directly or indirectly acquiring another competitive or non-
competitive company, franchise system, network or chain, whether in whole or in part, including by asset or stock
purchase, change of control, merger, affiliation or otherwise.

“Acquired Assets” is defined in Section 22.2.
“Agencies” is defined in Section (vii).
“Agreement” is defined in the Introductory Paragraph.

“Alternative Channels of Distribution” means all channels of distribution other than retail sales made to customers
while present at an It’s Boba Time store, including, but not limited to:

(1)  sales through direct marketing, such as over the Internet or through catalogs or telemarketing;

(i)  sales through retail stores that do not operate under the Marks, such as grocery stores, convenience
stores or department stores;

(iii) sales made at wholesale;

(iv)  on-site sales to customers, such as sales to employee groups at a business site or sales to customers in
their homes;

(v)  sales through catering or other delivery services; and
(vi) sales through kiosks or mobile trailers.

“Appraisal Date” is defined in Section 22.2.

“Appraised Value” is defined in Section 22.2.

“Business” is defined in Section 2.

“Captive Venues” means an It’s Boba Time store that is located within, or is a part of, another establishment or
facility that consumers may visit for a purpose other than visiting an It’s Boba Time store. Examples include It’s
Boba Time stores that are located within hotels, college campuses or universities, airports, train stations, stadiums
or sporting arenas, bus stations, shopping malls, or within other similar types of establishments. Captive Venues
are excluded from your territorial protections.

“Claim” or “Claims” means any and all claims, actions, demands, assessments, litigation, or other form of
regulatory or adjudicatory procedures, claims, demands, assessments, investigations, or formal or informal
inquiries.

“Competitive Business” means any business that derives at least 50% of its revenues from the sale of pre-made
and/or made-to-order boba, milk tea, smoothies, slushies, and/or other beverages that are the same as or
substantially similar to those offered at It’s Boba Time stores.

“Confidentiality Agreement” means our form of Confidentiality Agreement, the most current form of which is
attached to this Agreement as ATTACHMENT "F".

“Copyrights” means all works and materials for which we or our affiliate has secured common law or registered
copyright protection and that we allow franchisees to use, sell or display in connection with the marketing and/or




operation of an It’s Boba Time store, whether now in existence or created in the future.
“Dispute” is defined in Section 23.

“Effective Date” is defined in the Introductory Paragraph.

“Entity” means a corporation, partnership, limited liability company or other form of association.

“General Release” means our current form of general release of all claims against us and our affiliates and
subsidiaries, and our and their respective members, officers, directors, agents and employees, in both their
corporate and individual capacities.

“Gross Sales” means all gross sums collected by you from all goods and services sold in connection with your
Business (including from on-premises dining, take-out, delivery and catering), together with any other revenue or
monies derived in connection with your Store, including the proceeds of any business interruption insurance.
“Gross Sales” also includes the full value of meals furnished to your employees as in incident to their employment.
However, the value of any such discounts may be credited against Gross Sales for purposes of determining the
amount of Gross Sales upon which the royalty fee and brand fund contribution is due. If you utilize a third-party
delivery service to deliver orders to consumers, “Gross Sales” includes the entire sale price paid by the consumer,
regardless of any fee deduction made by the delivery service provider prior to remittance of the net proceeds to
you. In other words, any service fee deducted by the third-party delivery service provider from the proceeds paid
by the consumer must be included in Gross Sales, even if not collected by you. “Gross Sales” does not include:

(a)  revenues that you collect from a customer and later refund to that customer;
(b)  tips and gratuities paid to and retained by your employees;
(c) any sales or use taxes that you pay to a government agency; or

(d) proceeds from the isolated sale of trade fixtures in the ordinary course of business, or receipts from
vending machines located at your Store (but Gross Sales includes your share of any such revenues).

From time to time, we may establish policies governing the manner in which the proceeds from the sale of gift
cards are treated for purposes of calculating Gross Sales.

“Improvements” is defined in Section 18.5.

“Indemnified Party” or “Indemnified Parties” means us and each of our past, present and future owners,
members, officers, directors, employees and agents, as well as our parent companies, subsidiaries and affiliates,
and each of their past, present and future owners, members, officers, directors, employees and agents.

“Intellectual Property” means, collectively or individually, our Marks, Copyrights, Know-how, System and
Improvements. “Intellectual Property” also includes all customer data collected by you or us.

“Interim Manager” is defined in Section 8.4.
“Interim Term” is defined in Section 4.3.

“Know-how” means all of our trade secrets and other proprietary information relating to the development,
construction, marketing and/or operation of an It’s Boba Time store, including, but not limited to, recipes, training
materials, merchandise and vendor lists, methods, techniques, specifications, procedures, policies, marketing
strategies and information comprising the System and the Manual.

“Losses and Expenses” means all compensatory, exemplary, and punitive damages; fines and penalties; attorneys’
fees; experts’ fees; court costs; costs associated with investigating and defending against Claims; settlement
amounts; judgments; compensation for damages to our reputation and goodwill; and all other costs, damages,
liabilities and expenses associated with any of the foregoing losses and expenses or incurred by an Indemnified
Party as a result of a Claim.

“Managing Owner” means the Owner that you designate and we approve who is primarily responsible for the
operation, management and supervision of the Business.

“Manual” 1s defined in Section 6.1.



“Marks” means the logotypes, service marks, and trademarks now or hereafter involved in the operation of an
It’s Boba Time store, including “Boba Time,” “It’s Boba Time” and related logos, and any other trademarks,
service marks or trade names that we designate for use in an It’s Boba Time store. The term “Marks” also includes
any distinctive trade dress used to identify an It’s Boba Time store, whether now in existence or hereafter created.

“Owner” or “Owners” means any individual who owns a direct or indirect ownership interest in the franchise or
the Entity that is the franchisee under this Agreement. “Owner” includes both passive and active owners.

“PCI-DSS” means the payment card industry data security standard, which is a set of security requirements
established by the following major credit card brands from time to time: American Express, Discover Financial
Services, JCB International, MasterCard Worldwide, and Visa Inc., which standards are set forth at
https://www.pcisecuritystandards.org as of the Effective Date.

“Permitted Transfer” means: (a) a Transfer from one Owner to another Owner who was an approved Owner prior
to such Transfer, other than a Transfer by an Owner who is the Managing Owner that results in the Managing
Owner holding less than a 20% ownership interest in the franchise or the Entity that is the franchisee under this
Agreement, as applicable; and/or (b) a Transfer to a newly established Entity for which the Owners collectively
own and control 100% of the ownership interests and voting power.

“Post-Term Restricted Period” means, with respect to you, a period of two (2) years after the termination,
expiration or Transfer of this Agreement; provided, however, that if a court of competent jurisdiction determines
that the two-year Post-Term Restricted Period is too long to be enforceable, then the “Post-Term Restricted
Period” means, with respect to you, a period of one (1) year after the termination, expiration or Transfer of this
Agreement. “Post-Term Restricted Period” means, with respect to an Owner, a period of two (2) years after the
earlier to occur of (a) the termination, expiration or Transfer of this Agreement or (b) the Owner’s Transfer of his
or her entire ownership interest in the franchise or the Entity that is the franchisee, as applicable; provided,
however, that if a court of competent jurisdiction determines that the two-year Post-Term Restricted Period is too
long to be enforceable, then the “Post-Term Restricted Period” means, with respect to an Owner, a period of one
(1) year after the earlier to occur of (a) the termination, expiration or Transfer of this Agreement or (b) the Owner’s
Transfer of his or her entire ownership interest in the franchise or the Entity that is the franchisee, as applicable.

“Prohibited Activities ” 1s defined in Section 15.3.
“Qualified Appraiser” is defined in Section 22.2.

“Restricted Territory” means the geographic area within: (a) a 25 mile radius from your Store (and including your
Store itself); and (b) a 25 mile radius from all other It’s Boba Time stores that are operating or under construction
as of the Effective Date and remain in operation or under construction during all or any part of the Post-Term
Restricted Period; provided, however, that if a court of competent jurisdiction determines that the foregoing
Restricted Territory is too broad to be enforceable, then the “Restricted Territory” means the geographic area
within a 5 mile radius from your Store (and including your Store itself).

“Site Approval Notice” is defined in Sections 3.
“Site Selection Area” is defined in Sections 7.1.
“Store” is defined in Section 2.

“Successor Agreement” is defined in Section 4.1.

“System” means our distinct system for the operation of an It’s Boba Time store, the distinctive characteristics of
which include proprietary recipes and other trade secrets, specially formulated ingredients, business formats,
methods, procedures, designs, layouts, standards and specifications and operating system.

“Technology Systems” is defined in Section 12.7.
“Term” is defined in Section 4.1.
“Territory” is defined in Section 3.

“Transfer” means any direct or indirect, voluntary or involuntary (including by judicial award, order or decree),


https://www.pcisecuritystandards.org

assignment, sale, conveyance, subdivision, sublicense or other transfer or disposition of this Agreement, the
franchise (or any interest therein), the Business (or any portion thereof) or an ownership interest in an Entity that
is the franchisee, including by merger or consolidation, by issuance of additional securities representing an
ownership interest in the Entity that is the franchisee, or by operation of law, will or a trust upon the death of an
Owner (including the laws of intestate succession).

“We” or “us” is defined in the Introductory Paragraph.

“You” is defined in the Introductory Paragraph.



EXHIBIT "D"
TO DISCLOSURE DOCUMENT

AREA DEVELOPMENT AGREEMENT

[See Attached]

Franchise Disclosure Document (2022)



SMOOTHIE * COFFEE * SHAVED ICE

77N i .
@bobatlme

AREA DEVELOPMENT AGREEMENT

AREA DEVELOPER:
DATE:




TABLE OF CONTENTS

— = \O QO I N N AW =
>
=
o
>
)
&
<
e
=
o
o
t
=]
>
n
t
Z
=3
—
A

0. YOUR REPRESENTATIONS.. ..ottt sttt ettt st sre s s
1.

ATTACHMENTS

ATTACHMENT "A" Deal Terms



AREA DEVELOPMENT AGREEMENT

This Area Development Agreement (this “Agreement”) is entered into as of ,202_ (the “Effective
Date”) between Boba Time, Inc., a California corporation (“we” or “us”) and , a(n)
(“you”).

1. DEFINITIONS. Capitalized terms used in this Agreement shall have the meanings given to them below.
Any capitalized term used in this Agreement that is not defined below shall have the meaning given to such
term in the Initial Franchise Agreement (as defined below).

“Acquisition” has the meaning given to such term in the Initial Franchise Agreement.

“Alternative Channels of Distribution” has the meaning given to such term in the Initial Franchise
Agreement.

“Captive Venue” has the meaning given to such term in the Initial Franchise Agreement.

“Development Schedule” means the schedule described in Section 4.1 and Part D of ATTACHMENT "A"
for the development of the stores within the Development Territory.

“Development Territory” means the geographic area described in Part C of ATTACHMENT "A".

“Discounted Initial Franchise Fee” means the discounted initial franchise fee that you must pay for each
store to be developed under this Agreement (other than your first store), which discounted initial franchise
fee is set forth in Part B of ATTACHMENT "A".

“Franchise Agreement” means an It’s Boba Time Franchise Agreement executed by us and you (or an
affiliate of yours) for the establishment and operation of an It’s Boba Time store pursuant to this Agreement.

“Initial Franchise Agreement” means the Franchise Agreement executed by you concurrently with the
execution of this Agreement for the first franchise to be established pursuant to this Agreement.

“Managing Owner” has the meaning given to such term in the Initial Franchise Agreement.

“Owner” or “Owners” means any individual who directly signs this Agreement or who owns a direct or
indirect ownership interest in the area development rights or the entity that is the area developer under this
Agreement. “Owner” includes both passive and active owners.

“Permitted Transfer” means: (a) a Transfer from one Owner to another Owner who was an approved Owner

prior to such Transfer, other than a Transfer by an Owner who is the Managing Owner that results in the
Managing Owner holding less than a 20% ownership interest in the area developer franchise or the Entity
that is the area developer franchisee under this Agreement, as applicable; and/or (b) a Transfer to a newly
established Entity for which the Owners collectively own and control 100% of the ownership interests and
voting power.

“Term” the period of time commencing with the Effective Date of this Agreement and expiring upon the
date by which you are required to open the last store under the Development Schedule.

“Transfer” means any direct or indirect, voluntary or involuntary (including by judicial award, order or
decree), assignment, sale, conveyance, subdivision, sublicense or other transfer or disposition of this
Agreement, the area development rights (or any interest therein), the business conducted by you pursuant
to this Agreement, or an ownership interest in an entity that is the area developer under this Agreement,
including by merger or consolidation, by issuance of additional securities representing an ownership interest
in the entity that is the area developer, or by operation of law, will or a trust upon the death of an Owner of
the area developer entity (including the laws of intestate succession).

2. GRANT OF DEVELOPMENT RIGHTS. Subject to the terms and conditions of this Agreement, we
hereby grant you the right and obligation to develop each of the stores referred to in the Development
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Schedule. Each store that you develop pursuant to this Agreement must be located within the Development
Territory and at a specific site that we approve in accordance with the terms of the applicable Franchise
Agreement. This Agreement does not grant you any rights or licenses to use any of our Intellectual Property.

3. TERRITORIAL PROTECTIONS AND LIMITATIONS. Your Development Territory will be
protected, meaning that for the duration of the Term, we will not operate, or grant a license to any third
party to operate, an It’s Boba Time store that is physically located within the Development Territory other
than: (a) any It’s Boba Time store that is operating, under development, or for which a franchise agreement
has been executed, in each case as of the Effective Date, and that is located, or is to be located within, the
Development Territory; and (b) any It’s Boba Time store that is otherwise permitted by this Section in
connection with Captive Venues or an Acquisition. We reserve the right to: (a) operate, or grant franchises
or licenses to third parties to operate, It’s Boba Time stores in Captive Venues that are located in your
Development Territory; and (b) engage in Acquisitions, even if as a result of an Acquisition one or more
competitive businesses of the acquired or acquiring company begin using our Intellectual Property
(including our Marks) and are located within your Development Territory. We also reserve the right to sell,
or grant franchises or licenses to third parties to sell, competitive or identical goods or services (including
under the Marks) through Alternative Channels of Distribution, irrespective of whether the sales take place
in your Development Territory.

4. DEVELOPMENT OBLIGATIONS

4.1. Development Schedule. You agree to open each store in strict compliance with the time periods set
forth in the Development Schedule. You must develop, open and operate each store in compliance
with all of the terms of the applicable Franchise Agreement. We may, in our sole discretion, extend
the time periods listed in the Development Schedule, but only if you can demonstrate to our
reasonable satisfaction that you have used your best efforts to comply with your development
obligations and the need for additional time is due to unforeseeable delays and not due to your
neglect, misconduct or financial inability. You must open all of the stores referred to in the
Development Schedule.

4.2. Site Selection. You must select a specific location within the Development Territory for each store
in accordance with our then-current guidelines for opening a new location as contained in the Manual
and the applicable Franchise Agreement. Each site that you select is subject to our prior approval as
specified in the applicable Franchise Agreement.

4.3. Franchise Agreements. You must sign a separate Franchise Agreement for each Store. You must
sign the Initial Franchise Agreement for your first Store at the time you sign this Agreement. We will
not review or approve a proposed site until you sign the applicable Franchise Agreement for the
proposed location. You must sign a Franchise Agreement for each Store no later than 90 days prior
to the required opening date for such Store under the Development Schedule. Each Franchise
Agreement shall be our then-current form of It’s Boba Time Franchise Agreement (modified to
reflect the Discounted Initial Franchise Fee), the terms and conditions of which may vary materially
and substantially from the terms and conditions of the Initial Franchise Agreement. At the time you
sign the Franchise Agreement for each new store, you must pay us the balance of the Discounted
Initial Franchise Fee for that franchise (i.e., $15,000). You will have no right to construct or operate
any store until you and we have executed the applicable Franchise Agreement and all ancillary
agreements for that store.

4.4. Additional Locations. You have no right to develop any store other than the stores listed in the
Development Schedule unless we, in our sole discretion, permit you to enter into a new area
development agreement, which will be upon such terms and conditions that we specify, following
your development of all stores listed in the Development Schedule under this Agreement.

5. DEVELOPMENT FEE. At the time you sign this Agreement, you must pay us the full initial franchise
fee for your first store in the amount set forth in Part B of ATTACHMENT "A". In addition, at the time
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you sign this Agreement, you must pay us a development fee in the amount set forth in Part B of
ATTACHMENT "A", which amount is calculated as 50% of the aggregate Discounted Initial Franchise
Fees that you must pay us for all stores under your Development Schedule (other than your first store). The
development fee is fully earned and nonrefundable upon execution of this Agreement.

AREA DEVELOPER AS ENTITY. If you are an entity, you represent that Part A of ATTACHMENT
"A" includes a complete and accurate list of all of your Owners. Upon our request, you must provide us
with a resolution of the entity authorizing the execution of this Agreement, a copy of the entity’s
organizational documents and a current Certificate of Good Standing (or the functional equivalent thereof).
You represent that the entity is duly formed and validly existing under the laws of the state of its formation
or incorporation. You may form a separate entity to enter into each Franchise Agreement provided that: (a)
the individuals holding the ownership interests (and their percentage interests) in each such entity must be
the same individuals holding ownership interests (with the same percentage interests) in the entity that is
the Area Developer under this Agreement; and (b) each such entity guarantees the performance of all other
entities formed under the authority of this Section 6.

TRANSFERS

7.1. By Us. This Agreement is fully assignable by us (without prior notice to you) and shall inure to the
benefit of any assignee(s) or other legal successor(s) to our interest in this Agreement, provided that
we shall, subsequent to any such assignment, remain liable for the performance of our obligations
under this Agreement up to the effective date of the assignment.

7.2. By You. You understand that the rights and duties created by this Agreement are personal to you and
your Owners and that we have granted the area development rights in reliance upon the individual
or collective character, skill, aptitude, attitude, business ability and financial capacity of you and your
Owners. Therefore, neither you nor any Owner may engage in any Transfer other than a Permitted
Transfer without our prior written approval. Any Transfer (other than a Permitted Transfer) without
our approval shall be void and constitute a breach of this Agreement. We will not unreasonably
withhold our approval of any proposed Transfer, provided that the following conditions are all
satisfied:

(i)  the proposed transferee is, in our opinion, an individual of good moral character, who has
sufficient business experience, aptitude and financial resources to develop, own and operate
all of the remaining stores that are to be develop under this Agreement and otherwise meets
all of our then applicable standards for area developer franchisees;

(i)  you and your Owners are in full compliance with the terms of this Agreement, all Franchise
Agreements and all other agreements with us or our affiliate;

(iii) all of the Owners of the transferee have successfully completed, or made arrangements to
attend, the initial training program (and the transferee has paid the $2,000 initial training fee
which covers up to two (2) attendees);

(iv)  the transferee and its owners sign our then current form of area development agreement (unless
we, in our sole discretion, instruct you to assign this Agreement to the transferee), except that:
(a) the Term and renewal term(s) shall be the Term remaining under this Agreement; (b) the
transferee need not pay a separate development fee; and (¢) the Development Schedule and
Development Territory shall be the same Development Schedule and Development Territory
specified in this Agreement (modified to reflect the development obligations satisfied prior to
the transfer);

(v)  you or the transferee pay us a $10,000 transfer fee;

(vi) you assign all of your Franchise Agreements to the transferee in accordance with all of the
transfer terms and conditions applicable under each such Franchise Agreement (including
payment of any transfer fee imposed under each such Franchise Agreement);
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7.3.

7.4.

7.5.

(vil) you and your Owners sign a General Release for all claims arising before or
contemporaneously with the Transfer;

(viii) we do not elect to exercise our right of first refusal described in Section 7.5; and

(ix) you or the transferring Owner, as applicable, and the transferee have satisfied any other
conditions we reasonably require as a condition to our approval of the Transfer.

You may not transfer less than your entire remaining area development rights under this Agreement
(i.e., you may not retain the right to develop any store). You also may not transfer your area
development rights to multiple transferees. Our consent to a Transfer shall not constitute a waiver of
any claims we may have against the transferor, nor shall it be deemed a waiver of our right to demand
exact compliance with any of the terms or conditions of the franchise by the transferee.

Permitted Transfers. You may engage in a Permitted Transfer without our prior approval, but you
must give us at least ten (10) days prior written notice. You and the Owners (and the transferee) agree
to sign all documents that we reasonably request to effectuate and document the Permitted Transfer.

Death or Disability of an Owner. Upon the death or permanent disability of an Owner, the Owner’s
ownership interest in you or the area development rights, as applicable, must be assigned to another
Owner or to a third party approved by us within one (1) year. Any assignment to a third party will
be subject to all of the terms and conditions of Section 7.2 unless the assignment qualifies as a
Permitted Transfer. For purposes of this Section, an Owner is deemed to have a “permanent
disability” only if the person has a medical or mental problem that prevents the person from
substantially complying with his or her obligations under this Agreement for a continuous period of
at least three (3) months.

Our Right of First Refusal. If you or an Owner desires to engage in a Transfer, you or the Owner,
as applicable, must obtain a bona fide, signed written offer from the fully disclosed purchaser and
submit an exact copy of the offer to us. We will have 30 days after receipt of the offer to decide
whether we will purchase your remaining area development rights and any It’s Boba Time stores to
be assigned, or the ownership interest in you, as applicable, for the same price and upon the same
terms contained in the offer (however, we may substitute cash for any form of payment proposed in
the offer). If we notify you that we intend to purchase the interest within the 30-day period, you or
the Owner, as applicable, must sell the interest to us. We will have at least an additional 30 days to
prepare for closing. We will be entitled to receive from you or the Owner, as applicable, all customary
representations and warranties given by you as the seller of the assets or the Owner as the seller of
the ownership interest or, at our election, the representations and warranties contained in the offer.
If we do not exercise our right of first refusal, you or the Owner, as applicable, may complete the
Transfer to the purchaser pursuant to and on the terms of the offer, subject to the requirements of
Section 7.2 (including our approval of the transferee). However, if the sale to the purchaser is not
completed within 120 days after delivery of the offer to us, or there is a material change in the terms
of the sale, we will again have the right of first refusal specified in this Section. Our right of first
refusal in this Section shall not apply to any Permitted Transfer.

8. TERMINATION OF DEVELOPMENT RIGHTS

8.1.

8.2.

Reasonableness. You represent that you: (a) have conducted your own independent investigation
and analysis of the prospects for the establishment of the stores within the Development Territory;
(b) approve the Development Schedule as being reasonable and viable; and (c) recognize that your
failure to achieve the results required by the Development Schedule will constitute a material breach
of this Agreement.

Termination of Development Rights. If you fail to comply with any term of this Agreement, we
may terminate this Agreement, effective 30 days after giving you written notice of the default, unless
you have fully cured the default within such 30-day period. Any such termination will end all of your
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10.

11.

8.3.

rights and future obligations under this Agreement, including without limitation, your interests in the
Development Territory and right to open additional It’s Boba Time stores. In the event of a
termination, you will not be entitled to any refund of the development fee, except that you will not
be obligated to pay the remaining balance of the Discounted Initial Franchise Fees for any It’s Boba
Time store with respect to which, as of the effective date of termination of this Agreement, you had
not executed a Franchise Agreement.

Cross Default. Our termination of any Franchise Agreement due to your default shall constitute a
default under this Agreement permitting us to terminate this Agreement immediately upon notice to
you.

DISPUTE RESOLUTION. Any dispute between the parties relating to this Agreement shall be resolved
pursuant to the dispute resolution provisions set forth in the Initial Franchise Agreement executed
concurrently with this Agreement. All such dispute resolution provisions are incorporated herein by
reference as if full set forth in this Agreement.

YOUR REPRESENTATIONS. YOU HEREBY REPRESENT THAT:

(1)

(i)

(iii)

(iv)

)

YOU HAVE NOT RECEIVED ANY WARRANTY OR GUARANTEE, EXPRESS OR IMPLIED,
AS TO THE POTENTIAL VOLUME, PROFITS OR SUCCESS OF THE BUSINESS
CONTEMPLATED BY THIS AGREEMENT, EXCEPT FOR ANY INFORMATION
DISCLOSED IN THE FRANCHISE DISCLOSURE DOCUMENT;

YOU HAVE NO KNOWLEDGE OF ANY REPRESENTATIONS BY US OR ANY OF OUR
OFFICERS, DIRECTORS, MEMBERS, EMPLOYEES OR REPRESENTATIVES ABOUT THE
BUSINESS CONTEMPLATED BY THIS AGREEMENT THAT ARE CONTRARY TO THE
TERMS OF THIS AGREEMENT OR THE FRANCHISE DISCLOSURE DOCUMENT;

YOU RECEIVED (1) AN EXACT COPY OF THIS AGREEMENT AND ITS ATTACHMENTS
AT LEAST SEVEN (7) CALENDAR DAYS PRIOR TO THE DATE ON WHICH THIS
AGREEMENT IS EXECUTED; AND (2) OUR FRANCHISE DISCLOSURE DOCUMENT AT
THE EARLIER OF (A) 14 CALENDAR DAYS BEFORE YOU SIGNED A BINDING
AGREEMENT OR PAID ANY MONEY TO US OR OUR AFFILIATES OR (B) AT SUCH
EARLIER TIME IN THE SALES PROCESS THAT YOU REQUESTED A COPY;

YOU ARE AWARE OF THE FACT THAT OTHER PRESENT OR FUTURE FRANCHISEES
AND AREA DEVELOPERS OF OURS MAY OPERATE UNDER DIFFERENT FORMS OF
AGREEMENT AND CONSEQUENTLY THAT OUR OBLIGATIONS AND RIGHTS WITH
RESPECT TO OUR VARIOUS FRANCHISEES AND AREA DEVELOPERS MAY DIFFER
MATERIALLY IN CERTAIN CIRCUMSTANCES; AND

YOU HAVE CONDUCTED AN INDEPENDENT INVESTIGATION OF THE BUSINESS
CONTEMPLATED BY THIS AGREEMENT AND RECOGNIZE THAT IT INVOLVES
BUSINESS RISKS, MAKING THE SUCCESS OF THE VENTURE LARGELY DEPENDENT
UPON YOUR OWN BUSINESS ABILITIES, EFFORTS AND JUDGMENTS, AND THE
SERVICES OF YOU AND THOSE YOU EMPLOY.

GENERAL PROVISIONS

11.1. Governing Law. This Agreement and the franchise relationship shall be governed by the laws of the

State of California (without reference to its principles of conflicts of law), but any law of the State
of California that regulates the offer and sale of franchises or business opportunities or governs the
relationship of a franchisor and its franchisee will not apply unless its jurisdictional requirements are
met independently without reference to this Section.

11.2. Severability . Each section, subsection, term and provision of this Agreement, and any portion

thereof, shall be considered severable.
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11.3.

11.4.

11.5.

11.6.

11.7.

11.8.

11.9.

Waivers. We and you may by written instrument unilaterally waive or reduce any obligation of or
restriction upon the other.

Force Majeure. Neither we nor you shall be liable for loss or damage or deemed to be in breach of
this Agreement if our or your failure to perform our or your obligations results from any event of
force majeure. Any delay resulting from an event of force majeure will extend performance
accordingly or excuse performance, in whole or in part, as may be reasonable under the
circumstances. Notwithstanding the foregoing, “force majeure” will not: (a) relieve you of any
payment obligations under this Agreement; or (b) excuse, or apply with respect to, any breaches
resulting from an epidemic or pandemic of a contagious illness or disease or resulting from any
economic or financial changes caused by such epidemic or pandemic.

Binding Effect. This Agreement is binding upon the parties to this Agreement and their respective
executors, administrators, heirs, assigns and successors in interest. Nothing in this Agreement is
intended, nor shall be deemed, to confer any rights or remedies upon any person or legal entity not a
party to this Agreement.

Integration. THIS AGREEMENT CONSTITUTES THE ENTIRE AGREEMENT BETWEEN
THE PARTIES AND MAY NOT BE CHANGED EXCEPT BY A WRITTEN DOCUMENT
SIGNED BY BOTH PARTIES. Any email correspondence or other form of informal electronic
communication shall not be deemed to modify this Agreement unless such communication is signed
by both parties and specifically states that it is intended to modify this Agreement. The attachment(s)
are part of this Agreement, which, together with any Amendments or Addenda executed on or after
the Effective Date, constitutes the entire understanding and agreement of the parties, and there are
no other oral or written understandings or agreements between us and you about the subject matter
of this Agreement. Any representations not specifically contained in this Agreement made before
entering into this Agreement do not survive after the signing of this Agreement. This provision is
intended to define the nature and extent of the parties’ mutual contractual intent, there being no
mutual intent to enter into contract relations, whether by agreement or by implication, other than as
set forth above. The parties acknowledge that these limitations are intended to achieve the highest
possible degree of certainty in the definition of the contract being formed, in recognition of the fact
that uncertainty creates economic risks for both parties which, if not addressed as provided in this
Agreement, would affect the economic terms of this bargain. Nothing in this Agreement is intended
to disclaim any of the representations we made in the Franchise Disclosure Document.

Covenant of Good Faith. If applicable law implies a covenant of good faith and fair dealing in this
Agreement, the parties agree that the covenant shall not imply any rights or obligations that are
inconsistent with a fair construction of the terms of this Agreement. Additionally, if applicable law
shall imply the covenant, you agree that: (a) this Agreement (and the relationship of the parties that
is inherent in this Agreement) grants us the discretion to make decisions, take actions and/or refrain
from taking actions not inconsistent with our explicit rights and obligations under this Agreement
that may affect favorably or adversely your interests; (b) we will use our judgment in exercising the
discretion based on our assessment of our own interests and balancing those interests against the
interests of our franchisees generally (including ourselves and our affiliates if applicable), and
specifically without considering your individual interests or the individual interests of any other
particular franchisee; (c) we will have no liability to you for the exercise of our discretion in this
manner, so long as the discretion is not exercised in bad faith; and (d) in the absence of bad faith, no
trier of fact in any arbitration or litigation shall substitute its judgment for our judgment so exercised.

Rights of Parties are Cumulative. The rights of the parties under this Agreement are cumulative
and no exercise or enforcement by either party of any right or remedy under this Agreement will
preclude any other right or remedy available under this Agreement or by law.

Survival. All provisions that expressly or by their nature survive the termination, expiration or
Transfer of this Agreement (or the Transfer of an ownership interest in the franchise) shall continue
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in full force and effect subsequent to and notwithstanding its termination, expiration or Transfer and
until they are satisfied in full or by their nature expire.

11.10. Construction. The headings in this Agreement are for convenience only and do not define, limit or
construe the contents of the sections or subsections. All references to Sections refer to the Sections
contained in this Agreement unless otherwise specified. All references to days in this Agreement
refer to calendar days unless otherwise specified. The term “you” as used in this Agreement is
applicable to one or more persons or an Entity, and the singular usage includes the plural and the
masculine and neuter usages include the other and the feminine and the possessive.

11.11.Time of Essence. Time is of the essence in this Agreement and every term thereof.

11.12.Counterparts. This Agreement may be signed in multiple counterparts, each of which shall be
deemed an original and all of which together shall constitute but one and the same document.

11.13. Notice. All notices and statements to be given under this Agreement are to be provided in accordance
with the Notice Provision of the Initial Franchise Agreement signed concurrently with this
Agreement.

The parties to this Agreement have executed this Agreement effective as of the Effective Date first above written.

FRANCHISOR:

Boba Time, Inc., a California corporation

By:
Name:
Its:
YOU (If you are an entity): YOU (If you are not an entity):
a(n) Name:
By:
Name: Name:
Its:
Name:
Name:
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ATTACHMENT "A"
TO AREA DEVELOPMENT AGREEMENT

DEAL TERMS

A. Area Developer Details.

Name of franchisee: [ ]

Is the franchisee one or more natural persons signing in their individual capacity? Yes: No:

Type of Entity and State of Formation™* (if applicable): [ ]

* [fthe franchisee is a business entity, each natural person holding a direct or indirect ownership interest in

the business entity, and spouse of each such person, must sign a Franchise Owner Agreement concurrently
with the execution of this Agreement.

The following table includes the full name of each natural person holding a direct or indirect ownership interest

in the area developer franchise (or the franchisee business entity if applicable) along with a description of their
ownership interest.

Direct or Indirect
Owner’s Name % Ownership Interest

(if indirect, describe nature of interest)

Notice Address: [ ]

B. Fees.
e The Discounted Initial Franchise Fee shall be $30,000.

o The initial franchise fee for the first It’s Boba Time store to be developed pursuant to this agreement shall
be $40,000.

e The development fee shall be $




C. Development Territory.

The Development Territory shall include the following geographic area:

If the boundaries that define the Development Territory change during the term, the boundaries of your
Development Territory will remain unaffected and will continue to be defined by the boundaries that were in
effect as of the Effective Date.

D. Development Schedule.

You agree to comply with the following minimum development obligations as specified in Section 4 of the
Agreement:

DEVELOPMENT PERIOD NUMBER OF STORES OPENED CUMULATIVE NUMBER OF
ENDING DURING DEVELOPMENT STORES OPENED AND IN
PERIOD OPERATION

1 year after Effective Date

2 years after Effective Date

3 years after Effective Date

4 years after Effective Date

5 years after Effective Date

6 years after Effective Date

7 years after Effective Date

8 years after Effective Date

9 years after Effective Date

10 years after Effective Date

Total Number of Stores to be Developed: | ]




EXHIBIT "E"
TO DISCLOSURE DOCUMENT

TABLE OF CONTENTS OF BRAND STANDARDS MANUAL

[See Attached]
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Operations Manual

TABLE OF CONTENTS

TABLE OF CONTENTS 2
CHAPTER 1 - INTRODUCTION 9
1.1 WELCOME... i
1.2 IT's BOBA TIME H[STORY
1.3 CHANGES IN POLICY ...

1.4 MANUAL USE
CHAPTER 2 — STORE MANAGEMENT

21 APPROVED BRANDS AND PRODUCTS .....c.covuve.
22 PROPRIETARY PRODUCTS ..
24 HOURS OF OPERATION
24 BUSINESS HOURS

2.5 STORE DECORATIONS ....oocvvvnvnenins

2.6 USE OF CUSTOM UMBRELLAS

2.7 APPEARANCE AND EMPLOYEE CONDUCTS .......
2.8 UNIFORM ...

29 CoNDUCT

2.10

212 BOBA VARIATIONS ..
Mini Boba Preparation ..
Egg Pudding Preparation.
Grass Jelly Preparation.

213 PACEAGING ...
Custom Print Cups ..
Custom Print Straws...
Custom Print Sleeves... i
Custom Print To-Go Bags & Packagmg

2.14 HOW TO SEAL.. i i

215 How To PACK COFFEE CUPS

2.16 How T0 PACK TO-GO ORDERS ...

2.17 LABELING EQUIPMENT & INGREDIENTS ...........

218 MusIc CONTROL ..

CHAPTER 3 - CUSTOMER SERVICE 24
3.1 GUEST SERVICE PROCEDURES
32 WHAT IS BOBAT onins sisimsaissvminais
33 GREETING ..
34 SERVICE.....
3.5 CLEANLINESS ..
3.6 PHONE ORDERE
3.7 DEALING WITH CUSTOMER COMPLA]'NTS -
3.8 DELIVERY ...
3.9 REUSABLE CUPS & TU'MBLERS
CHAPTER 4 — OUR DRINKS & DESSERTS 33
4.1 PRODUCT DESCRIPTIONS AND PICTURES ..........
R COTBIES svims s e e e AT oA TOETSTS s skt e i

NOTE: Boba Time, Inc,, at its own discretion, may change, delete, suspend, or discontinue any policies contained herein in parts of or its

entirety, at any time without prior notice. In the event of a policy change, updated and revised version of the Operations Manual will be

readily available to franchisees. Any such action shall apply to existing as well as to future franchisees.
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Coffees fHot and Cold) ..
Milk Teas i
Shaved Ice .
Shaved Snow..
Pastries...
Popcorn Chicken & French Fries
It's Boba Time Café Menu...............
4.2 IT°s BOBA TIME MENU ITEMS
Smoothies
Extra Items
Slushes....
Shakes..
Frappes...
Frosty Milk
Milk Teas...
Iced Teas
Iced Fruit Teas .

Espresso Shot Guideline.
Coffee Additions ...
Hof Beverages ..
Fresh Juices...
Shaved Ice .....
Shaved Ice Additions ..
Milk Snowflake
Acai Bowl
4.3 DIGITAL MENU...
4.4 Tor10.. i s
4.5 NEW PRODUCT IDEAS -\ND TEST]NG
4.6 HANDLING AND BREWING COFFEE
4.7 HANDLING FRUIT TOPPINGS
Toppings.. 2
Handfmg F ruit Tuppmgs
Apples....
Bananas
Strawberries ..

Mangos...
Blueberries ..
4.8 !’L—LN‘DLIL\G- Dry TOPPINGS
Egg Pudding.... "
Tgulmi Pawder /;Wlmtgaru (Mlxed Grain) Powder gmEmmmasa 0 IRt e s e e tana |

CHAPTER 5 - SECURITY & SAFETY 46

5.1 SECURITY ieiiesiimis
The Building Exterior.
The Building Interior..
Your Team Members ......

Food Products and Merchandise.....
Cash...

C‘oumerjfezt Dez‘ecnon
The Safe !
S Tl 2 G ATHBI S < v ssrevmrssus v eresves s toys Ses e So3 5 e ST o S e S P T s e T R TR R VoM a5 3

NOTE: Boba Time, Inc,, at its own discretion, may change, delete, suspend, or discontinue any policies contained herein in parts of or its

entirety, at any time without prior notice. In the event of a policy change, updated and revised version of the Operations Manual will be

readily available to franchisees. Any such action shall apply to existing as well as to future franchisees.
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5.2 SAFETY .copsurvenmmasssnsessnisssissessrsssasas R R S B S A 49
53 CAUSES OF ACCIDENTS ..
Unsafe Conditions include ...
Unsafe Acts inelude..............coocovviiiniiicnnnnnns .50
54 CORRECTIVE ACTIONS & ACCIDEVT PREVENTION.
Unsafe Conditions...
Unsafe Acts....
Fire Extinguisher.....
Blended Beverage Pouring..............
Blender Blades
Lifting Heavy Objects
55 EMERGENCY PROCEDURES
Team Member with a Possibly Infecnaus stease
Multiple Illness Complainis ...
Legal Actions from Guest Illness or In_]ury
3.6 ROBBERY... i
57 EXPLOSION OR F]RE
5.8 DOCUMENTATION & RECORD KEEPING.
59 MINORS IN THE WOREPLACE............
510 651 5 VL CO—
511 FIRST AID KITS.....
5.12 EXAMPLE SCENARIOS .....

CHAPTER 6 — FOOD SAFETY

6.1 FOOD HANDLER'S CARDS AND MANAGER LICENSES....
6.2 FOOD SAFETY..

6.3 THE DANGERS OF DIRTY !‘L—LNDS

6.4 PROPER HAND WASHING PROCEDUR.E

6.5 CAUSES FOR UNSAFE FOOD.. ——

6.6 REASONS FOR FOOD CONTAMINATION ..

6.7 TEMPERATURES ...coovevennrenns

6.8 CROSS CONTAMINATION

6.9 FOOD ALLERGIES..

6.10 STORAGE ...
6.11 FACILITIES .....

6.12 KITCHEN EQUIPMENT AND UTENSILS .
6.13 PEST CONTROL ..

6.14 TRAINING EMPLOYEES
6.15 HACCP (HAZARD ANALYSIS CRITICAL CO’\TTROL PO]NT)
6.16 Foop CONTAM[NATION

During a Visit
6.18 FAILED HEALTH INSPECTIOI\S

CHAPTER 7 — CLEANING, SANITIZING, & MAINTAINING YOUR STORE 74

7.1 WASHING AND SANITIZING
T ROUTINE MAINTENANCE

7.3 CLEANING TOOLS .

7.4 SANITIZER CHECK ..

7.5 PREVENTING SANITIZER INIUR.IES

7.6 CEILING TILES

7.7 WINDOWS..

7.9 WALL DEGOR AND PICTURB ERAMES: s sisnn sas wiviinisiia il s ammimanivaisimssimammm 18

NOTE: Boba Time, Inc,, at its own discretion, may change, delete, suspend, or discontinue any policies contained herein in parts of or its

entirety, at any time without prior notice. In the event of a policy change, updated and revised version of the Operations Manual will be
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Operations Manual

7.10 DINING ROOM CLEANING ......cocvnnenee et s e s e AT AR 78
7.11 TABLE BASES ...
7.12 HIGH CHAIRS....
7.13 EQUIPMENT LEGS .
7.14 LIGHT FIXTURES
7.15 PLOORS - conmissssss
7.16 MOPPING PROCEDURES ..
7.17 FLOOR RUBBER MATS
7.18 STORAGE BINS.......cocvenee
7.19 SHELVING ivovissrississivivivss
7.20 DIGITAL MENU BOARD .....
721 POINT OF SALE (POS) SYSTEM
7.22 DOOR FRAMES
7.23 SINK DRAINS ...
7.24 TRASH RECEPTACLES .....
7.25 DUMPSTER........
7.26 PARKING LOT
24 SIGNAGE....
7.28 RESTROOMS...
7.29 EQUIPMENT CLEANING
7.30 ESPRESSO MACHINES .....
Espresso Machine Cleaning Supplies ...
Espresso Machine Group Heads Cleaning ..
Health Code Compliant Towels ......
General Espresso Machine Cleaning.
Cleaning the Portafilter ........cuvveiieceneienns
Cleaning the Steam Wand................
Cleaning During the Day ..
Cleaning Weekly — Grinder.............
Cleaning the Screen
7.31 ICE MACHINES..
7.32 SNOWFLAKE MACHINE...
7.33 REFRIGERATORS ...
7.34 FREEZERS vsivsimiis
7.35 WALK-IN COOLERS .
7.36 ICE BINS ....
7.37 OVENS ...
7.38 FRYERS......
7.39 GREASE INTERCEPTORS ..
7.40 HOOD AND FILTERS ...,
741 JUICE DISPENSERS
7.42 CAN OPENERS.......
7.43 COLD PREP TABLE...
7.44 FRESER TEA BREWER
7.45 DAILY CLEANING — SMALLWARES ..
How to properly clean drink shakers ....
7.46 MONTHLY CLEANING SCHEDULE ....

CHAPTER 8§ - INVENTORIES

81 INVENTORY OF THE STORED ITEMS ....
8.2 PURCHASING PROCEDURES
83 RECEIVING DELIVERIES ....
8.4 STORING .evvvvnrvinns
Safe Storage Guidelines ....
I STOF BRI s vvssovmmsio vy oy ss s i Ve S B A v e T e s e e S e e R e

NOTE: Boba Time, Inc,, at its own discretion, may change, delete, suspend, or discontinue any policies contained herein in parts of or its
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Refrigerated Storage ...... e T e S ceeeeneren ] 08
Storage Containers..... ..

85 CLEANING SUPPLY ~\ND CHEMICAL STORAGE..

8.6 CIRCULATION OF SUPPLIES IN THE STORAGE.............. T TP snssemnell0

CHAPTER 9 — QUALITY CONTROL 111
2.1 ABOUT QUALITY CONTROL ..

9.2 THE IMPORTANCE OF QUALITY CONTROL INSPECTIONS

@3 INEPECTION PROUESS s gl s s s samii s s
9.4 PAST REPORT FINDINGS.....
9.5 CORRECTIVE MEASURES...
CHAPTER 10 - HUMAN RESOURCES 119

10.1 RECRUITMENT PROCESS ..

10.2 RECRLITI\’EENTR.ESOURCES

10.3 RECRUITING EXISTING IT*S BOBA TIME EMPLOYEES

10.4 APPLICATION SCREENING AND INTERVIEW CRITERIA ....

10.5 EMPLOYING MINORS .. @

10.6 ‘WAGES AND EXEMPT VS NON-EXEMPT STATUSES

10.7 NEW EMPLOYEE ORIENTATION sevivesisenssinavrnsirsssessansnns

10.8 NEW HIRE PAPERWORE

10.9 STORE TOUR .ucvuivinians

10.10 EMPLOYEEHANDBOOX ...

10.11 CREATING PERSONNEL FILES

10.12  TRAINING ..ovvrirans

10.13 WORKER'SINIURY ...

10.14 TERMINATION OF EMPLOYMENT

10.15 EMPLOYMENT—AT-WILL ..

10.16  VOLUNTARY TERMINATION OF EMPLOYMENT

10.17 INVOLUNTARY TERMINATION OF EMPLOYMENT ..

10.18  SETTING THE STAGE .. i

10.19  MAINTAINING THE “AT-WILL’ DOCTR]NE

1020 MANAGING THE TERMINATION.........

10.21 POST TERMINATION. ....ccvisciirsmnsassinns

10.22  PAYMENT OF FINAL WAGES ....oovviee

10.23 UNEMPLOYMENT COMPENSATION

1024 EEOC ANDITS LAWS ....occiviiinicnnee
Medical Inquiries ...

10.25 HARASSMENT A\ID D[SCRIM.H\ATIOIN
HAFaESIenlsa i v i nis g
Sexual Harassment
Verbal Harassment.

10.26  FAIR LABOR STANDARD Acrs (FLSA)

10.27  SICK DAY POLICY ..

10.28 RESOURCES .......
Government Agencies.....
California Employment Regulations Agencies....

CHAPTER 11 - LABOR 137

11.1 MANAGEMENT
11.2 EMPLOYEES ..
11.3 DETERM[NNGTEAM M.EMBER AVAILABILITY
11.4 WORK SCHEDULE ...covvvvniirerr v

11.5 MANAGEMENT COVERAGE

NOTE: Boba Time, Inc,, at its own discretion, may change, delete, suspend, or discontinue any policies contained herein in parts of or its
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CHAPTER 12 — OPENING & CLOSING PROCEDURES 142

12.1 OPENING PROCEDURE.........ocvirineenn L S — 142
Opening. Topping Station......
Opening: Kitchen and Dining Area ...

12.2 CLOSING PROCEDURE .....
Closing the store: . i

123 CASH H.-LNDLNG G‘U'IDELINES
Cash Contraol .

12.4 POS ANALYSIS.

12.5 MONITORING PRODUCTIVITY

CHAPTER 13 - MARKETING ... 150

13.1 MARKETING MATERIALS...
13.2 STORE SOFT OPENING ...
13.3 STORE GRAND OPENING.
134 GENERAL ADVERTISING .
13.5 LOCAL ADVERTISING .
13.6 PROMOTIONS ...
13.7 LOCAL COMMUNITY SUPPORT..
13.8 BOBA PASS iivivinisisinsssmaisimieig

How does it work?...

Cashier instructio
13.9 GIFT CARDS......

Gift Card Sales

Monthly Statemenis ...
CHAPTER 14 - HOW TO USE THE POS SYSTEM 157
CHAPTER 15 - TROUBLESHOOTING 158

Seal Adjustment....
Blade Cleaning.....
How to set up your sealer...
Sealing Machine T empemmre -
If the temperature is too hot, it can cause your f !m to break everjy tzme you sea.i’
How to change the sealing time ..
Setting Functions
Sensor Error.......
Installing the Sealer
Label Your Sealing Machine.......
Adjusting the Sealing Machine Level.
15.2 FRUCTOSE DISPENSER CLEANING/MAINTENANCE .
ET-9EN Dispense Button Programming
ET-9EN Maintenance/Cleaning Procedures....
Fructose Dispenser Troubleshooting.....
15.3 ESPRESSO MACHINE LEAKS .
Replacing group head gaskets
15.4 SPOILED OR SOUR TASTING JUICE DISPEl\SER DR.I’\IKS
Troubleshooting Chart
15.5 WALK-IN COOLER....
15.6 DIGITAL MENU...
15.7 FRESER TEA BR_EWER “FLOW E\IEETER ERROR
15.8 WATER FILTER CARTRIDGE CHANGE ......coovvo.

NOTE: Boba Time, Inc,, at its own discretion, may change, delete, suspend, or discontinue any policies contained herein in parts of or its
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Types of water filters...... e
Replacing water filters ...
15.9 ICE MAACHINE CLEANING GUIDE..
How to clean the inside the ice machine......
15.10 MULTI-FRUIT JUICER FUSE REPLACEME
15.11 ESPRESSO GRINDER SETTINGS .....
Reference.......
Adjusting the “grind size” of the Espresso..
Adjusting the rime setting for the espresso
Understanding the espresso grind and time settings
15.12 FRESER TEA BREW SETTINGS & HOW TO PROGRAM ..
Programming Temperaure. ...............occovvvvenininisieisniesisesnenins
Brew Cycle Programming..............
Multi-Segment Soak Time...
Fixed Brew Volume Pragmmmmg
15.13 EPSON PRINTER — HOW TO REPLACE THE RIBBOI\ (Il\K)
15.14 COLD DISPLAY CASE MAINTENANCE ....voviee
How to clean the air filter in cold display case...
15.15 HOW TO REPLACE THE VITAMIX BLENDER DRIVE SOCKET ..
How to replace the drive socket:.
15.16  VITAMIX CALIBRATION
15.17 UBEREATS PRINTER.
15.18 RECIPE TABLET ...........
How to Update the Recipe Tablet ......
Recipe Tablet — How to Fix Black & White Screen

CHAPTER 16 —- FORMS, 210

NOTE: Boba Time, Inc,, at its own discretion, may change, delete, suspend, or discontinue any policies contained herein in parts of or its
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Part A (Current Franchisees)

EXHIBIT "F"

TO DISCLOSURE DOCUMENT

LIST OF FRANCHISEES

The following table lists our franchisees that were open as of December 31, 2021.

FRANCHISEES OPEN AS OF DECEMBER 31, 2021

State City Address Phone Owner Name(s)
California Artesia 179(2 rtiﬁg?g [f 19\817(’) 1Ste' I 562-860-1919 Emma Suh
California* | Bakersfield 105 (g)aigzlf‘i‘;‘é? oy e 200 661-556-4003 |  Ameliana Jo Berg
California* | Bakersfield 2?;);1(2’22’56 S,V&%r;i; 5‘465 661-381-6514 | Ameliana Jo Berg
California Bell 65];211‘?22‘11;;3 rﬁ; eé’ositgi A 323-749-0502 Thomas Chung
California | Buena Park BSu iig'ﬁaifacciggé | 714-522-2622 Don Lee
California* Burbank z‘guzﬂmg ig[;"'gl]z&d' 747-333-0013 Joanna Guerrero
California | Canoga Park 6660 T‘g’:;fga‘a(;aa‘;ﬁ”éil;% OS';G' 1012 818-887-7670 |  Morteza Vadipour
California Chino Hills 3 éé?ﬂfﬁﬁfj&i’ﬁfbg 909-464-2622 | Don %i%%%:%iiim &
California Commerce Ciﬁigcf:}t(i;i]gi)vo% ) 213-377-2622 Judy Son & Denis In
California* | Eagle Rock Ligfﬂgﬁ:ﬁg‘;}ﬂﬁm 323-474-6101 Toanma Guerrero
California Fullerton 13 15111(;:;‘?2‘/;”;1;2 ;Ve' 657-217-5309 Andrea Yoo
California Gardena 15482 (S}'a z:z;erg :;f)’iz“it 109 310-538-2622 Jeffrey Yi
California Glendale Gllgg d\z.e?(rlfivlvglo 818-539-8839 Morteza Vadipour
California* Glendale éfeiilirzgf 193 11 \2/34 818-945-5755 Joanna Guerrero
California* Glendale 1512;(11\12[.1;’7 eédAug ?ZRO(;' 747-215-6157 Joanna Guerrero
California Irvine ‘;’fv(:fl ;%269]316%‘; 714-352-6592 Eric Ji
California Lancaster Laillgjte\z‘ (? A\: 69'3123 4 661-522-3080 Ariel Jor’l Hutalla
California La Palma 5 fj 4;;;212“2 ‘;\ggge 562-725-2622 Sim"?{jvi)f Jina
California Los Angeles 3Ijl(;5s0 ::17 gg;ils?tcfgeo()lzl()l 818-288-6604 Cecilia Park
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FRANCHISEES OPEN AS OF DECEMBER 31, 2021

State City Address Phone Owner Name(s)
California | Los Angeles LZ)(;“AT%;:?&T §‘0‘662'9 323-662-2622 David Sim
California | o5 Angeles Lig%nzéf:l,vzridgo%é ] 213-277-1104 Jay Cho
California Los Angeles Los6 ?\i?giile:rseéi 153628 323-464-2622 Hl}gjtcl)rlllanIginm&
California | [ o5 Angeles 5:;;:;;:?;2&337 323-737-3008 Yo‘jﬁlgg J;}";aLnege &
California | [ og Angeles Ligi‘ggzz,bgr: SOVOE; A 424-369-5227 YO?Elgg J;flaLnege &
California | o5 Angeles LO:Z“E;;E:%EBV&% 323-798-4780 Esther Park
Catiomia | 1og Angels o Anglen, CA G004 24662622 | e Kiangrombes
California* Los Angeles igoosgAVZé;Z:,lz}iZ;gg;% 213-278-0051 Joanna Guerrero
California* Los Angeles Los jl?:efzs'jg AS t9 0014 213-278-0051 Joanna Guerrero
California | Monterey Park Miif ezr esy ?;ir"%CAB;Vl‘;'S A 323-853-2622 | Judy Son & Denis In
California Holl\i;t:;o ‘ 61 6§£}‘1‘ﬁ)ﬁ;%ﬁ?éfé lséf)' 6175 818-658-2622 Don Han
California | Northridge 196;;&?&?;2“&9?; 4600 818-818-5151 Helen Chae
California Oxnard 37 ffarsia(gjlzsg 3\3] ;g 805-983-2622 Sean Rhim
California Palmdale >40 ;ﬁ‘ﬁ;:gi g’;’;lﬁvard 661-409-2622 |  Ariel Jor’l Hutalla
California | Panorama City lli‘:nl;igscgifléi’ 9[{?(;2}) 818-830-2622 David Sim
California Pico Rivera igis j g:zg%:ngﬁg% 562-463-6464 Isaac Lee
California Ci‘;‘l‘;ﬁ:ﬁga é:ﬁfﬁ?ﬁ;ﬁﬁ%‘f&fg11;'350 909-481-2735 Daniel Oh
California Riverside g?/ifs?g:’géiig 2A5‘(;§ 951-977-8272 Erick Phan
California Rogislftiﬂls Rollinzg 715161‘;1%2‘:565’62?9 0274 424-408-2622 Yong Joon Park
California II{{O:;;?S Rowld g;iiltzs e 8 6262632622 | Hyeun Woo Pag
California | San Bernadino 1775s::§$;r€1?:;,8c1f§ ;‘(‘)1; B-3 909-726-1017 Daniel Oh
California | San Fernando| 200> §§Iﬁ“§§i‘;ﬁ?§2 ];gj'(’) Ste. 120 747-500-9070 | Feliks Buchinskiy
California | Santa Clarita Sanztz 4516& rLléorg ﬁ;; . 661-284-2622 Katie Kim
California | Santa Clarita 18729 Via Princessa 661-250-2622 Katie Kim

Canyon Country, CA 91387
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FRANCHISEES OPEN AS OF DECEMBER 31, 2021

State City Address Phone Owner Name(s)
. . . 2679 Tapo Canyon Rd.
California Simi Valley Simi Valley, CA 93063 805-624-7944 Helen Chae
. . . 24201 W. Valencia Blvd., Unit 1210 N
California Valencia Valencia, CA 91355 661-777-2722 Katie Kim
. . . 19755 Vanowen St.
California Winnetka Winnetka, CA 91306 747-287-2622 Jin S. Kang

* These franchisees are also area developers that have committed to open multiple franchised businesses under
the terms of an area development agreement.

The following table lists our franchisees with signed franchise agreements that were not open as of December 31,

2021.
FRANCHISEES NOT OPEN AS OF DECEMBER 31, 2020
State City Address Phone Owner Name(s)
Arizona Tempe TBD 309-660-2374 Eric Berg and
Ameliana J. Berg
. . 9 E. Main St.
% - -
California Alhambra Alhambra, CA 91801 818-550-1133 Joanna Guerrero
California* | Bakersfield TBD 309-660-2374 Eric Berg and
Ameliana J. Berg
. . 234 N. San Fernando Blvd.
* - -
California Burbank Burbank, CA 91502 818-550-1133 Joanna Guerrero
. . . 740 E. Ventura Blvd., #506 .
California Camarillo Camarillo, CA 93010 213-248-0085 Sean Rim
California Corona TBD 626-825-6685 Harpreet Chopra
California Downey TBD 818-919-0314 Synjin Hipolito
. . 1110 E. Huntington Dr. Youn Sim &
California Duarte Duarte, CA 91010 213-219-3322 Diane Sim
. . 3520 N. Blackstone Ave., Ste. 104 .
California Fresno Fresno, CA 93726 661-340-2585 Andy Khajvand
. . Huntington 7064 Santa Fe Ave. Jae Young Lee &
California Park Huntington Park, CA 90255 310-598-0529 Jing Zhang
Manoukian, Marianna
rd >
California Los Angeles 8250 W. 3 St 818-309-9990 &
Los Angeles, CA 90048
Stepanyan, Artak
California Los Angeles TBD 323-353-7611 Jae Young Lee &
Jing Zhang
. . . . 1860 Sweetwater Rd., Ste. Al Ariel Jor’l Hutalla &
California | National City National City, CA 91950 323-379-7044 Rafacl Hutalla
e North 4821 Lankershim Blvd. Zhora Zulhakyan &
California Hollywood North Hollywood, CA 91601 818-967-7223 Hayk Kirakosyan
California Redondo TBD 310-800-5577 Yong Joon Park
Beach
i 5802 Firestone Blvd. Trung Tran &
California South Gate South Gate, CA 90280 714-391-1807 Hanh Nguyen
California TBD TBD 310-941-0937 Andrew Suh
California TBD TBD 714-450-0523 Alex Barrios
California TBD TBD 818-857-7071 Anna M. Luza
Jae Won Kim,
California TBD TBD 213-322-8469 Florencia Choi, &
Hyun Kook Choi
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FRANCHISEES NOT OPEN AS OF DECEMBER 31, 2020

State City Address Phone Owner Name(s)
California TBD TBD 818-933-1044 Susie Kim
. . 40820 Winchester Rd., #2460 Paul Juhn &
California Temecula Temecula, CA 92591 714-726-6763 Jasmine Yoon
California Thg‘;znd TBD 213-248-0085 Sean Rim
California | Victorville TBD 323-379-7044 | ArielJor'l Hutalla
. . . 713 N. Azusa Ave. Sang Yoon &
California West Covina West Covina, CA 91791 213-359-6561 Tachee Shin
e . 1300 W. Francisquito Ave. Judy Son &
California West Covina West Covina, CA 91790 213-458-2721 Denis In
. . . 22904 Vanowen St. Jin S. Kang &
California West Hills West Hills, CA 91307 213-999-1106 Tun Kim
California Whittier TBD 323-828-8398 Bong Jin Jung &
Seri Yoo
Nevada Las Vegas TBD 818-550-1133 Joanna Guerrero

* These franchisees are also area developers that have committed to open multiple franchised businesses under
the terms of an area development agreement.

Part B (Former Franchisees Who Left System During Prior Fiscal Year)

q Current Business Phone or Last Known
State City Home Phone Owner Name(s)

California Bell 323-749-0502 James Kim

. . Costa Mesa & .
California Rowland Heights 949-506-2622 Sae Eun Kim
California Fullerton 657-217-5309 Byung Ha Chang
California | Hayward & San 408-834-2124 Sra Baltej

Francisco

California Los Angeles 213-884-2644 Seung Wook Kim & John Kim
California Los Angeles 608-844-4555 Sutinee Thongsuk

If you buy this franchise, your contact information may be disclosed to other buyers when you leave the

franchise system.
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INDEPENDENT AUDITORS’ REFORT

To the Board of Directors
Boba Time, Inc.
Los Angeles, California

Opinion

We have audited the accompanying financial statements of Boba Time, Inc. which comprise the
balance sheet as of December 31, 2021, and the related statements of income, changes in
shareholder’s equity, and cash flows for the year then ended, and the related notes to the financial
statements.

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

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United
States of America (GAAS). Our responsibilities under those standards are further described in the
Auditor’s Responsibilities for the Audit of the Financial Statements section of our report. We are
requirad to be independent of Boba Time, Inc. and to meet our other ethical responsibilities, in
accordance with the relevant ethical requirements related to our audits. We believe that the audit
evidence we have obtained is sufficient and appropriate to prove a basis for our audit opinion.

Responsibilities of Management for the Financial Statements

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

In preparing the financial statements, management is required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about Boba Time,
Inc.’s ability to continue as a going concern within one year after the financial statements are
available to be issued.
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Accountancy Group 9465 Garden Grove Blvd. #200, Garden Grove, CA 92844 T.714.636.9980 F. 714.636.9983
Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes our opinmion. Reasonable assurance is a high level of assurance but is not absolute
assurance and therefore is not a guarantee that an audit conducted in accordance with generally
accepted auditing standards will always detect a material misstatement when it exists. The risk of
not detecting a material misstaternent resulting from fraud is higher than for one resulting from
crror, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal contral. Misstatements, including omissions, are considered material if there
1s a substantial likelihood that, individually or in the aggregate, they would influence the judgment
made by a reasonable user based on the financial statements.

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

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

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

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

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

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

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

e

INK Accountancy Group, LLP
Garden Grove, California
March 7, 2022
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Boba Time, Inc.
Balance Sheet
December 31, 2021

Assets

Current assets
Cash and cash equivalents
Accounts receivable
Receivable from related parties
Debt securities available-for-sale
Equity investments with readily determinable fair value
Prepaid
Total current assets

Noncurrent assets
Property and equipment, net
Intangible assets, net
Other assets
Total noncurrent assets

Total assets

Liabilities and sharcholder's equity

Current liabilities
Accrued expenses and others
Deferred franchise fee income
Legal settlement payable
Retirement plan payable
Loans payable
Total current liabilities

Noncurrent liabilities
Loans payable (net of current portion)

Total liabilities

Sharcholder's equity
Commuon stock; 10,000,000 shares authorized and
100,000 shares issued and outstanding
Accumulated other comprehensive income
Retained earnings
Total sharcholder's equity

Total liabilities and shareholder's equity

See independent auditors' report and notes to the financial statements

3

$ 1,788,695
179,718

611,626

667,933

952,918

17.379

4,218,269

1,181,548
377,368
33,263
1,592,179

$ 5,810,448

$ 226,495
841,750

1,320,288

421,223

319,808

3,129,564

1,701,254
4,830,818

100,000

7,773
871,857
979,630

$ 3,810,448
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Boba Time, Inc.
Statement of Income
For the Year Ended December 31, 2021

Revenue

Cost of goods sold

Gross profit

Selling, general and administrative expenses
Income from operations

Other income (expense), net
Forgiveness of paycheck protection program
Sick and family leave credit
Custom print rebate
Loss on disposal of assets
Loss contingency - legal settlement
Realized gain on equity investments with RDFV
Dividend income

Interest expenses (net of interest income $61)
Total other expenses, net
Income before income tax provision

Income tax provision

Net income

See independent auditors' report and notes to the financial statements

4

$ 10,020,568

1,414,301

8,606,267

6,548,390

2,057,377

261,800
11,517
26,054

(107.687)
(1,320,288)
10,513
29,136
(81,038)
(1.169,993)

887,384

9,524

$ 877,860
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Boba Time, Inc.
Statement of Changes in Shareholder's Equity
For the Year Ended December 31, 2021

Accumulated
Other Total
Common Comprehensive Retained Shareholder's
Stock Income Earnings™ Equity

Balance at beginning of the year $ 100,000 $ - $ 891,310 $ 991,310

Unrealized gain 7,773 7,773

Distributions to shareholder (897,313) (897,313)

Net income 877,860 877,860
Balance at end of the year $ 100,000 $ 7,773 $ 871,857 $ 979,630

See independent auditors' report and notes to the financial statements

5
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Boba Time, Inc.
Statement of Cash Flows
For the Year Ended December 31, 2021

Cash flows from operating activities

Net income $ 877,860
Adjustments to reconcile net income to cash provided by operating activities:
Amortization 27,522
Depreciation 165,833
PPP loan forgiven (261,800)
Loss on disposal of fixed assets 107,688
Unrealized gain on equity investment with RDFV (12,708)
Changes in operating assets and liabilities:
Accounts receivable (153,676)
Receivable from related parties (103,296)
Prepaid 597
Other assets 616
Accrued expenses and others 2,135
Deferred franchise fee income 461,583
Legal settlement payable 1,320,288
Retirement plan payable 420,931
Net cash provided by operating activities 2,853,573
Cash flows from investing activities
Purchases of property and equipment (130,899)
Acquisition of intangible assets (8,316)
Proceeds from sale of equity investments with RDFV 180,611
Purchases of equity investments with RDFV (1,051,750)
Purchases of debt securities available-for-sale (457,163)
Net cash (used in) investing activities (1,467,517)
Cash flows from financing activities
Proceeds from bank loans 757,000
Repayments of bank loans (959,135)
Distributions to shareholder (897,313)
Net cash provided by financing activities (1,099,448)
Net increase in cash and cash equivalents 286,608
Cash and cash equivalents at beginning of the year 1,502,087
Cash and cash equivalents at end of the year 8 1,788,695

Supplemental disclosures of cash flow information:
Cash paid during the year for interest

o2

81,099
26,700

o

Cash paid during the year for income taxes

See independent auditors’ report and notes to the financial statements

6
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Boba Time, Inc.
Notes to Financial Statements
December 31, 2021

NOTE 1- Reporting Entity

Boba Time, Inc. (the “Company”) was organized in the State of California on September 15, 2011
and is owned by one individual.

The Company principally engages in the developing and franchising of “It’s Boba Time”, cafes
that serve juice, freshly prepared fruit-based beverages, snacks, and other food items through
carry-out, delivery, and on-premises dining services. As of December 31, 2021, there were 84
executed franchise agreements, 47 franchised locations, and six locations owned by the Company.
As of December 31, 2021, all the operating locations are in California.

NOTE 2- Basis of Preparation

The accompanying financial statements have been prepared in accordance with the accounting
principles generally accepted in the United States of America (“U.S. GAAP™).

NOTE 3- Summary of Significant Accounting Policies

Use of Estimates

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

Cash and Cash Equivalents

Cash and cash equivalents are carried at cost and represent cash on hand, demand deposits placed
with banks or other financial institutions, and all highly liquid investments with an original
maturity of three months or less of the purchase date of such investments.

The Company maintains its cash and cash equivalents accounts with several financial institutions.
Each account is insured by FDIC up to the federally insured limit of $250,000. The amounts held
in these accounts exceeded the limit at various time during the year. The Company has not
experienced any losses in said accounts.

Accounts Receivable and Allowance for Doubtful Account

Accounts receivable consists primarily of amounts due to the Company from its franchisees for
initial franchise fees, area development fees, royalty fees, marketing fees and other receivables
generated by services rendered. The allowance for doubtful accounts is the Company’s best
estimate of the amount of probable credit losses in existing accounts receivable. As of December
31, 2021, no allowance for bad debt was considered necessary.
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Boba Time, Inc.
Notes to Financial Statements
December 31, 2021

Property and Equipment

Property and equipment are stated at cost less accumulated depreciation and accumulated
impairment losses, if any. Depreciation is calculated on a straight-line basis over the following
expected useful lives from the date on which they become fully operational and after taking into
account their estimated residual values. The estimated useful lives used for financial statements
purposes are:

Software 3 years
Equipment 5 years
Furniture and fixtures 7 years
Leasehold improvement 15 years

Maintenance and repairs are charged to expense when incurred, while capital expenditures that
enhance the value or materially extend the useful life of the related assets are capitalized and
reflected as additions to property and equipment. When assets have been retired or sold, the cost
and related accumulated depreciation are removed from the accounts and any resulting gain or loss
is recognized in the other income (expense) section of the statement of operations.

Goodwill and Intangible Assets

The Company elected to amortize goodwill and other intangible assets from the acquisition of
business assets over 15 years and use a simpler one-step impairment test under ASU 2014-02,
“Intangible — Goodwill and Other.” The Company is required to test for impairment when a
triggering even occurs which indicates the fair value or the entity or reporting unit may be below
its carrying amount. Upon the occurrence of a triggering event, the simpler one-step impairment
test will be performed. As of December 31, 2021, the Company determined that there was no
triggering event that would otherwise require the impairment test.

Fair Value Measurements of Assets and Liabilities

The Company measures its financial and non-financial assets and liabilities, as well as makes
related disclosures, in accordance with FASB ASC No. 820, Fair Value Measurements, which
provides guidance with respect to valuation techniques to be utilized in the determination of fair
value of assets and liabilities.

The objective of a fair value measurement is to determine the price that would be received to sell
an asset or paid to transfer a liability in an orderly transaction between market participants at the
measurement date (an exit price). Accordingly, the fair value hierarchy gives the highest priority
to quoted prices (unadjusted) in active markets for identical assets or liabilities (Level 1) and the
lowest priority to unobservable inputs (Level 3). The three tier hierarchy of inputs is summarized
in the three broad levels below:

e Level 1 — inputs are unadjusted quoted market prices in active independent markets for
identical assets and liabilities;
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Boba Time, Inc.
Notes to Financial Statements
December 31, 2021

e level 2 —inputs are directly or indirectly observable estimates from quotes for similar but
not identical assets and liabilities, market trades for identical assets not actively traded, or
other external independent means;

¢ [evel 3 —inputs are unobservable and reflect assumptions on the part of the reporting entity.

The following table sets forth information about the level within the fair value hierarchy at which
the Company’s financial instrument is measured, on a recurring basis, on December 31, 2021:

Unrealized

Adjusted Gain Fair

Cost (Loss) Value Short-term Long-term
Level 1:
Cash $ 1,788,694 $ - $ 1,788,694 § 1,788,694 $ -
equivalents
Equity 940,186 12,732 952,918 952,918 -
investment w/
RDFV
Debt securities 660,160 7,773 667,933 667,933 -
AFS
Level 2:
N/A
Level 3:
Receivable 791,344 - 791,344 791,344 -
Loans payable (2,021,062) - (2,021,062) (319,808) (1,701,254)
Total $ 2159322 § 20,505 § 2,179,827 $ 3,881,081 $ (1,701,254)

The carrying amounts of the Company’s cash and cash equivalents, accounts receivable, security
deposits, accounts payable and accrued expenses approximated their fair values due to their short-
term nature.

Revenue Recognition

The Company recognizes revenue under FASB, ASC 606 “Revenue from Contracts with
Customers.

The Company applies a five-step approach in determining the amount and timing of revenue to be
recognized: (1) identifving the contract with a customer, (2) identifying the performance
obligations in the contract, (3) determining the transaction price, (4) allocating the transaction price
to the performance obligations in the contract and (5) recognizing revenue when the performance
obligation is satisfied. Substantially all of the Company and its Subsidiaries” revenue is recognized
at the time control of the products transfers to the customer.
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Boba Time, Inc.
Notes to Financial Statements
December 31, 2021

The Company generates revenue by establishing franchises and collecting related franchise fees,
such as initial franchise fees, rovalties, marketing and other miscellaneous fees. The Company
recognizes revenue once the underlying performance obligations have been satisfied.

Initial franchise fees received from a franchisee to establish a new franchise are recognized as
deferred revenue on the Company’s balance sheet. The initial franchise fees are amortized and
recognized as revenue based on the franchise agreement term. Initial franchise fees are also non-
refundable.

Continuing royalties, which are a percentage of net sales of franchisees, are recorded as revenue
when the franchisees’ sales occur.

Continuing marketing fees, which are a percentage of net sales of franchisees, had been recorded
as revenue when the subsequent marketing activities and related expenses oceurs. This resulted in
no recognition of any marketing income and expense on the statement of income as the Company
had been presenting marketing income and expenses on a net basis. Starting in 2021, the Company
adopted, using the modified retrospective method, Subtopic 952-606, “Franchisor — Revenue from
Contracts with Customers” which requires the Company to recognize marketing revenue when the
marketing fund is under-spent during the year as compared to the marketing revenue received.
Conversely, when the marketing fund is over-spent as compared to the marketing revenue received,
the marketing expense will be recognized. The unused portion of the marketing fund carried as a
liability as of December 31, 2020, of $249,335 is treated as a recognized income in the prior year
and recorded under the beginning retained earnings.

The impacts to the financial statements from adopting Subtopic 952-606 for the year ending
December 31, 2021, are outlined below:

Under legacy
Statement of income As adopted GAAP Impact
Revenue:
Marketing fund income $ 1,089,620 § 799,524 $ 290,096
Expense:
Brand and marketing development 799,524 799,524 -
Net income impact $ 290,096 $ - 3 290,096
Shareholder’s equity
Common stock $ 100,000 §$ 100,000 $ -
Accumulated other comprehensive income 7,773 7,773 -
Retained earnings, beginning 891,310 641,975 249,335
Distribution to sharcholder (897,313) (897,313) -
Net income 877,860 587,764 290,096
Total sharcholder’s equity $ 979,630 $ 440,199 $ 539,431
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Boba Time, Inc.
Notes to Financial Statements
December 31, 2021

Proceeds from the sale of gift cards are recorded as deferred revenue and recognized as revenue
when the gift card is redeemed by the customers.

Other fees are recognized as revenue for the various performance obligations completed.

Impairment of L.ong-Lived Assets

Long-lived assets, other than goodwill and acquisition-related intangible assets, are reviewed for
impairment whenever events or changes in circumstances indicate that the carrying amount of the
assets might not be recoverable. Conditions that would necessitate an impairment assessment
include a significant decline in the observable market value of an asset, a significant change in the
extent or manner in which an asset is used, or any other significant adverse change that would
indicate that the carrying amount of an asset may not be recoverable. For long-lived assets used in
operations, impairment losses are only recorded if the asset’s carrying amount is not recoverable
through its undiscounted probability-weighted future cash flows. Measurement of the impairment
losses is based on the difference between the carrying amount and estimated fair value. No
impairment loss on long-lived assets was recognized during the year ended December 31, 2021.

Investments

The Company classifies its investments into two categories: debt securities as available for sale
and equity investment with readily determinable fair value. The Company’s investments are held
by the national investment advisor firm and collateralized.

Investments classified as debt securities available for sale are carried in the financial statements at
fair value. Realized gains or losses are included in earnings; unrealized holding gains and losses
are reported in accumulated other comprehensive income (AOCI).

Investments classified as equity investments with readily available fair value are carried in the
financial statements at fair value. Both realized and unrealized gains and losses are included in
earnings for the current period.

Income Taxes

The Company, with the consent of its shareholder, has elected under the Internal Revenue Code to
be an S corporation. In lieu of corporation income taxes, the shareholders of an S corporation are
taxed on their proportionate share of the Company’s taxable income.

The Company follows provisions of ASC 740-10, Income Taxes, which prescribes detailed
guidance for financial statements recognition, de-recognition, measurement, and disclosure of
uncertain tax positions recognized in any entity’s financial statements. The Company recognizes
interest and penalties related to unrecognized tax liabilities, if any, as component of income tax
expenses.
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Boba Time, Inc.
Notes to Financial Statements
December 31, 2021

Advertising

The Company expenses advertising costs as they are incurred. Advertising expenses for the year
ended December 31, 2021, was $10,358.

Recent Accounting Standards

In June 2016, the FASB issued ASU No. 2016-13, “Measurement of Credit Losses on Financial
Instruments”, which modifies the measurement of expected credit losses of certain financial
instruments in Topic 326. The updated standard adopts a current expected credit loss (CECL)
model that requires financial institutions to immediately record the full amount of expected credit
losses in their loan portfolios, instead of waiting until the losses qualify as “probable.” The FASB
expects the shift to the CECL model to produce more timely and relevant information. The ASU
is effective for nonpublic companies for fiscal years beginning after December 15, 2022. The
Company is evaluation the potential effect of the guidance on its financial statements.

In January 2017, the FASB issued ASU 2017-04, “Intangible — Goodwill and Other (Topic 350),”
to simplify the accounting for goodwill impairment. The update removes Step 2 of the goodwill
impairment test, which requires a hypothetical purchase price allocation. A goodwill impairment
will now be the amount by which a reporting unit’s carrying value exceeds its fair value, not to
exceed the carrying amount of goodwill. Prior to ASU 2017-04, goodwill impairment testing
requires two-step assessment. The first step requires an entity to compare each reporting unit’s
carrying value, including goodwill, and its fair value. If the carrying value exceeds the fair value,
then the entity must perform the second step, which is to compare the implied fair value of goodwill
to its carrying value, and record an impairment charge for any excess of carrying value over
implied fair value. An entity also has the option to perform a qualitative assessment for a reporting
unit to determine if the quantitative impairment test is necessary. This ASU does not eliminate the
private company accounting alternative provided in ASU 2014-02 which allows private companies
to elect to amortize goodwill and perform a simpler one-step impairment test. The Company has
elected to adopt ASU 2014-02 beginning January 1, 2020, and, therefore, will not adopt this new
ASU. Otherwise, the standard would have been effective in fiscal years beginning after December
15, 2020.

In February 2016, the FASB issued ASU 2016-02, “Leases” which, for operating leases, requires
alessee to recognize aright-of-use asset and a lease liability, initially measured at the present value
of'the lease payments, in its balance sheet. The standard also requires a lessee to recognize a single
lease cost, calculated so that the cost of the lease is allocated over the lease term, on a generally
straight-line basis. The ASU is effective for nonpublic companies for fiscal years beginning after
December 13, 2021 and interim periods within fiscal years beginning after December 15, 2022.
Early adoption is permitted. The Company is continuing to assess this amendment’s impact and
intend to adopt ASU 2016-02 no later than the accounting period beginning on January 1, 2022.
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Boba Time, Inc.
Notes to Financial Statements
December 31, 2021

Other pronouncements issued by the FASB or other authoritative accounting standards groups with
future effective dates are either not applicable or are not expected to be significant to the

Company’s financial statements.

NOTE 4- Property, Equipment and Intangible, Net
Property and equipment, net consists of the following:

Fumiture and fixtures

Equipment
Vehicle

Leasehold improvement

Software

(less) accumulated depreciation
Total property and equipment, net

503,795
182,963
44,555
1,015,228
2,000
(566,993)

1,181,548

Intangible assets, net consists of the following:

Trademark
Loan fee
Good will

Covenant not to compete
(less) accumulated amortization

Total intangible, net

3,400

12,820
153,864
240,000
(32.716)

377,368

Depreciation and amortization expenses for the year ended December 31, 2021 were $ 165,833

and $ 27,522, respectively.

NOTE 5- Lease and Commitment

The Company leases office space for their headquarters in Los Angeles California and also leases
spaces for retail stores through 2027. Most of the leases are subject to 3% annual increases with

various options to extend the leases.

The lease agreement for the headquarter location in Los Angeles is scheduled to be terminated on
March 31, 2022 due to a condominium conversion plan of the current landlord. The Company
signed a new lease agreement on January 28, 2022 for the other office space owned by the same

landlord. The new lease is for 36 months starting on April 1, 2022.
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Minimum lease payments for the next five years and thereafter are as follows:

Year ended December 31,
2022 $ 510,047
2023 533,606
2024 476,900
2025 365,148
2026 and thereafter 228,108
Total $ 2,113,809

Total rent expense for the year ended December 31, 2021, amounted to $ 562,273,

NOTE 6- Accrued Expense and Others

Accrued expense and others consist of the following:

Credit card payable $ 8,558
Accrued expenses 80,659
Accrued wages and salaries 29,071
Payroll taxes payable 20,516
Gift card advance 83,127
Uniform payable 2,446
Sales tax payable 118
Total accrued expenses and others $ 226,495

NOTE 7- PPP Loan

On April 22, 2020, The Company received loan proceeds from the Small Business Administration
(SBA) in the amount of $261,800, pursuant to the Paycheck Protection Program (“PPP”)
established as part of the Coronavirus Aid, Relief and Economic Security Act (“CARES Act”),
provides for loans to qualifying businesses for amounts up to 2.5 times the average monthly payroll
expenses of the qualifying business. The PPP loan and accrued interest were forgivable after
twenty-four weeks, as long as the borrower used the loan proceeds for eligible purposes, including
payroll, benefits, rent and utilities, and maintains its payroll levels. The amount of loan forgiveness
would have been reduced if the borrower terminated employees or reduced salaries during twenty-
four-week period. On May 14, 2021, the entire balance of PPP loan was forgiven by SBA and
recognized as income for the year ended December 31, 2021.

NOTE 8- Loans Payable

The Company had five loan agreements as of December 31, 2021. The Company entered into the
first loan agreement with Bank of Hope on September 2019, for the amount of $830,000. The First
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Loan matures in September of 2026 and carries a variable interest rate starting at 0.75% margin
over Wall Street Journal (WSJ) Prime rate, which was 3.25% per annum as of December 31, 2021.
The First Loan’s outstanding principal balance as of December 31, 2021 was $633,343,

The Company entered into the second loan agreement with Bank of Hope on October 2020, for
the amount of $530,000. This loan matures in October of 2027 and carries a variable interest rate
starting at 0.75% margin over WSJ Prime rate, which was 3.25% per annum as of December 31,
2021. This loan’s outstanding principal balance as of December 31, 2021 was $451,680.

The Company entered into the third loan agreement with Bank of Hope on October 2021, for the
amount of $757,000. This loan matures in October of 2028 and carries a variable interest rate
starting at 0.75% margin over WSJ Prime rate, which was 3.25% per annum as of December 31,
2021. This loan’s outstanding principal balance as of December 31, 2021 was $740,865.

On May 22, 2020, the Company entered into a SBA (7a) loan agreement in the amount of $150,000
under Economic Injury Disaster Loan (EIDL) program, the fourth loan. The loan bears interest at
afixed 3.75% per annum for 30-year term. Monthly installment payments of $731 will begin after
24 months from the date of the promissory note. The outstanding principal balance as of December
31, 2021 was $149,269.

On October 3, 2019, the Company entered into the fifth loan agreement with Wells Fargo to
purchase the vehicle. This loan matures on October 18, 2024 and bears a variable interest rate of
3.74% per annum. The outstanding principal balance as of December 31, 2021 was $17,855.

Loans payable maturities during the next five years and thereafter are as follows:

Year ended December 31,
2022 3 291,758
2023 304,902
2024 316,211
2025 323.399
2026 301,769
Thereafter 454,973
Total $ 1,993.012
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NOTE 9- Line of Credit

The Company has obtained a bank credit facility which permits for borrowing of up to $1,000,000
from Bank of Hope. Borrowings under the line of credit bear interest at a variable rate based on
WSJ Prime rate. The interest rate on the line of credit was at 0.75% margin over WSJ Prime rate.
This credit facility expires in September 2022 and renews annually. The Company classifies the
borrowing as a current liability. Total borrowing against the line was $28,050 as of December 31,
2021.

NOTE 10- Receivable from Related Parties

The Company occasionally lends funds to it related parties. During the year ended December 31,
2021, the Company lent a fund of $465,000 to its related party, B2B Time, Inc.("B2B"), and
received repayments in the amount of $370,000. As of December 31, 2021, the total outstanding
receivable from B2B was $490,000. The Company has another receivable from its other related
party, J&U Corporation, in the amount of $113,330 as of December 31, 2021.

NOTE 11- Revenue

The Company primarily generates revenue through two channels: 1) by establishing franchisees
and collecting related franchise incomes, such as royalties, administrative income, and initial
franchise fee, and 2) by selling foods and beverages through its own retail establishments. Other
fees are recognized as revenue for various general and administrative services provided to its
franchisees.

Revenue by category consists of the following for the vear ended December 31, 2021:

Rovalty $ 2,627.281
Administrative income 323,986
Initial franchise fee 50,917
Store sales 5,574,925
Marketing income 1,089,620
Others 353,839
Total revenue $ 10,020,568

NOTE 12- Retirement Plan

The Company sponsors a defined contribution retirement plan under Section 401(k) of the Internal
Revenue Code. The plan provides tax-deferred salary contribution for eligible employees. The
eligible employees may defer up to 100% of their compensation on a pre-tax basis up to the
maximum threshold for elective deferral each year. Federal law limits the amount that may be
deferred under the plan per year up to $19,500 ($26,000 for an employee who is at age 50 or over)
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for the year 2021. This benefit is only available for the employees at headquarter. The Company
may make a voluntary matching contribution to the employees at its own discretion. The
Company’s matching contributions are vested over a six-year period. The company’s total
matching contributions to the plan was approximately $45,512 for the year ended December 31,
2021.

The Company also has a defined benefit combo plan that includes cash balance plan and profit-
sharing plan. The Company’s total contribution into the defined benefit plan amounted to $421,223
for the year ended December 31, 2021.

NOTE 13- Contingencies

The Company follows subtopic 450-20 of the FASB Accounting Standards Codification to report
accounting for contingencies. Liabilities for loss contingencies arising from claims, assessments,
litigation, fines and penalties and other sources are recorded when it is probable that a liability has
been incurred and the amount of the assessment can be reasonably estimated.

The Company has been defending a lawsuit filed by a franchisee alleging a certain breach of
contract. On November 29, 2021, the Superior Court of California, County of Los Angeles
announced its decision that the plaintiff is entitled to judgement in his favor in the sum of
$1,320,288, plus interest from the date of judgement as well as costs and fees, which are to be
claimed by separate motion within the statutory time limit. The Company plans on filing a notice
of appeal. Although the outcome of the appeal cannot be reasonably estimated at this time, the
contingency loss and payable of $1,320,288 were recorded on the financial statements according
to the legal judgement.

NOTE 14- Related Party Transactions

The Company follows FASB ASC NO. 850-10 for the identification of related parties and
disclosure of related party transactions.

As part of the normal course of business, the Company purchases restaurant supplies and
ingredients from its related parties, B2B Time, Inc and J & U Corporation. As of December 31,
2021, and for the year then ended, the Company’s related party transactions are summarized as
follows:

Purchase from B2B Time, Inc. $ 95,380
Loan receivable from B2B Times, Inc. $ 490,000
Purchase from J & U Corporation $ 480
Loan receivable from J & U Corporation $ 113,330
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NOTE 15- Income Taxes

The Company has elected to be taxed as a S-Corporation under the provision of the Internal
Revenue Code (and comparable California statues) and to have its net taxable income or loss
(except for certain capital gain transactions) reported by its sharecholder. Had the Company not
made such an election, the provisions for income taxes would have increased by approximately
$416,000 for the year ended December 31, 2021.

Under ASC 740-10, to recognize a tax benefit resulting from a tax position, an entity must
determine whether it is more-likely-than-not that such position will be sustained upon examination,
including resolution of any appeals or litigation processes, based upon the technical merits of the
position. The Company performed an evaluation of its uncertain tax positions as of December 31,
2021, and determined that due to reporting of the Company’s net taxable income or loss, except
for certain capital gain transactions, by its shareholder (S-Corporation status), there are no material
matters, at the entity level, that would require recognition or de-recognition in the financial
statements for the year ended December 31, 2021.

NOTE 16- Subsequent Events

In accordance with ASC Topic 855-10, the Company has evaluated its operations subsequent to
December 31, 2021 to the date the financial statements were issued. The Company does not have
any material subsequent events to disclose in these financial statements.
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INDEPENDENT AUDITORS’ REPORT ON THE SUPPLEMENTARY INFORMATION

To the Board of Directors
Boba Time, Inc.
Los Angeles, California

Our audit was conducted for the purpose of forming an opinion on the financial statements as a
whole. The Supplementary Information is presented for purposes of additional analysis and is not
a required part of the financial statements. Such information is the responsibility of management
and was derived from and relates directly to the underlying accounting and other racords used to
prepare the financial statements. The information has been subjected to the auditing procedures
applied in the audit of the financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlving accounting and other
records used to prepare the financial statements or to the financial statements themselves, and other
additional procedures in accordance with auditing standards gencrally accepted in the United
States of America. In our opimon, the information is fairly stated in all material respects in relation
to the financial statements as a whole.

-~

JNK Accountancy Group, LLP
Garden Grove, Califorma
March 7, 2022
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Boba Time, Inc.
Schedule of Selling, General and Administrative Expenses
For the Year Ended December 31, 2021

Selling, general and administrative expenses
Advertising
Auto
Amortization expenses
Bank charge
Brand and marketing development
Commission
Depreciation
Dues and subscriptions
Employee benefit
Insurance
Legal and professional
Licenses and permits
Meals and entertainment
Office expenses
Other taxes
Payroll taxes
POS system fee
Research and development
Rent
Repairs and maintenance
Retirement plan
Salaries and wages
Supplies
Telephone
Travel
Utilities

Total selling, general and administrative expenses

See independent auditors’ report on the supplementary information
20

$ 10,358
56,726
27,522

5,920
799,524
290,008
165,833

2,103

190
121,092
350,700
8,360
45,135
42,585

8,142
269,103

20,913

3,034

562,275
53,854
466,734
3,061,608
2,116
19,756
32,866
120,543

$ 6,548,890
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INDEPENDENT AUDITORS’ REPORT

To the Board of Directors
Boba Time, Inc.
Los Angeles, California

Opinion

We have audited the accompanying financial statements of Boba Time, Inc. which comprise the
balance sheet as of December 31, 2020, and the related statements of income, changes in
sharcholder’s equity, and cash flows for the year then ended, and the related notes to the financial
statements.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Boba Time, Inc. as of December 31, 2020, and the results of its operations
and its cash flows for the vear then ended in accordance with accounting principles generally
accepted in the United States of America.

Basis for QOpinion

We conducted our audits in accordance with auditing standards generally aceepted in the United
States of America (GAAS). Our responsibilities under those standards are further described in the
Auditor’s Responsibilities for the Audit of the Financial Statements section of our report. We are
required to be independent of Boba Time, Inc. and to meet our other ethical responsibilities, in
accordance with the relevant ethical requirements related to our audits. We believe that the audit
evidence we have obtained is sufficient and appropriate to prove a basis for our audit opinion.

Responsibilities of Management for the Financial Statements

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

In preparing the financial statements, management is required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about Boba Time,
Inc.’s ability to continue as a going concern within one year after the financial statements are
available to be issued.
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Auditor’s Responsibilities for the Audit of the Financial Statements

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

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

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

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

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

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

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

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

e

INK Accountancy Group, LLP
Garden Grove, California
April 16, 2021
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Boba Time, Inc.
Balance Sheet
December 31, 2020

Assets

Current assets

Cash and cash equivalents 8 1,502,087
Debt securities available-for-sale 202,997
Equity investments with readily determinable fair value 69.071
Receivable from related party 508.330
Accounts receivable 26,042
Prepaid 17,976

Total current asscts 2,326,503

Noncurrent assets

Property and equipment, net 1,324,170
Intangible asset, net 303,174
Other assets 37,279
Total noncurrent assets 1,754,623
Total assets $ 4,081,126

Liabilities and sharcholder's equity

Current liabilities

Accrued expenses and others § 453,264
Payroll liabilities 79,776
Payroll tax payable 70.600
Loans payable 982,018
Sales tax payable 1,179

Total current liabilitics 1,586,837

Noncurrent liabilities

Marketing and advertising trust fund 249,335
Loans payable (net of current portion) 1,091,179
SBA loan - EIDL 150,000
SBA loan - PPP 261,800

Total noncurrent liabilitics 1,752,314

Total liabilities 3,339,151

Sharcholder's equity
Common stock; 10,000,000 shares authorized and

100,000 shares issued and outstanding 100,000
Retained earnings 641,975
Total shareholder's equity 741,975
Total liabilities and shareholder's equity S 4,081,126

See indepedent auditor's report and notes to the financial statements
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Boba Time, Inc.
Statement of Changes in Shareholder's Equity
For the Year Ended December 31, 2020

Total
Common Retained Shareholdet's
Stock Earnings Equity
Balance at beginning of the year § 100,000 $ 797.192 5 897,192
Distributions to sharcholder - (206,515) (206,515)
Net income - 51,298 51,298
Balance at end of the year $ 100,000 $ 641,975 5 741,975

See indepedent auditor's report and notes to the financial statements
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Boba Time, Inc.
Statement of Income
For the Year Ended December 31, 2020

Revenue $ 3,848,528
Cost of goods sold 466,720
Gross profit 3.381.808
Selling, general and administrative expenses 3,281,057
Income from operations 100,751

Other income (expense). net

Unrealized gain on equity investments with RDFV 36
Economic injury disaster loan (EIDL) grant 10,000
Sick and family leave credit 4,967
Interest expenses (net of interest income $647) (62.829)
Total other expenses, net (47.826)
Income before income tax provision 52,925
Income tax provision 1,627
Net income $ 51,298

See indepedent auditor's report and notes to the financial statements
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Boba Time, Inc.
Statement of Cash Flows
For the Year Ended December 31, 2020

Cash flows from operating activities

Net income B 51,298

Adjustments to reconcile net income to cash provided by operating activities:
Amortization 5,194
Depreciation 153,411
Unrealized gain on equity investment with RDFV (36)

Changes in operating assets and liabilities:
Accounts receivable 8.727
Receivable from related parties 190,000
Prepaid (17,976)
Other assets (8.316)
Accrued expenses and others 384,534
Marketing and advertising trust fund 106,025
Payroll liabilities 79,776
Payroll tax payable 70,600
Sales tax payable 1,179

Net cash provided by operating activities 1,024,416

Cash flows from investing activities

Purchases of property and equipment (549,801)
Acquisition of intangible assets (398,368)
Purchases of equity investments with RDFV (69,035)
Purchases of debt securities available-for-sale (202,997)
Net cash (used in) investing activities (1,220,201)
Cash flows from financing activities
Proceeds from SBA loan - PPP 261,800
Proceeds from SBA loan - EIDL 150,000
Proceeds from bank loans 1,629,661
Repayments of bank loans (624,038)
Distributions to sharcholder (206,515)
Net cash provided by financing activities 1,210,908
Net increase in cash and cash equivalents 1,015,123
Cash and cash equivalents at beginning of the year 486,964
Cash and cash equivalents at end of the year 3 1,502,087

Supplemental disclosures of cash flow information:
Cash paid during the year for interest S 63,476

Cash paid during the year for income taxes S -

See indepedent auditor's report and notes to the financial statements
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December 31, 2020

NOTE 1- Reporting Entity

Boba Time, Inc. (the “Company™) was organized in the State of California on September 15, 2011
and is owned by one individual.

The Company principally engages in the developing and franchising of “It’s Boba Time”, cafes
that serve juice, freshly prepared fruit-based beverages, snacks, and other food items through
carry-out, delivery, and on-premises dining services. As of December 31, 2020, there were 69
executed franchise agreements, 45 franchised locations, and six locations owned by the Company.
As of December 31, 2020, all the operating locations are in California.

NOTE 2- Basis of Preparation

The accompanying financial statements have been prepared in accordance with the accounting
principles generally accepted in the United States of America (“U.S. GAAP”).

NOTE 3- Summary of Significant Accounting Policies

Use of Estimates

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

Risks and uncertainties

The COVID-19 outbreak in the United States has caused business disruption through mandated
closure of restaurants for dine-in service. While the disruption is currently expected to be
temporary, there is considerable uncertainty around the duration of the restrictions. The Company
is directly affected by the financial condition of all of its café operations. The Company, therefore,
expects COVID-19 to have a negative impact when making significant accounting estimates;
however, the related financial impact and duration cannot be reasonably estimated at this time.
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Cash and Cash Equivalents

Cash and cash equivalents are carried at cost and represent cash on hand, demand deposits placed
with banks or other financial institutions, and all highly liquid investments with an original
maturity of three months or less of the purchase date of such investments.

Accounts Receivable and Allowance for Doubtful Account

Accounts receivable consists primarily of amounts due to the Company from its franchisees for
initial franchise fees, area development fees, royalty fees, marketing fees and other receivables
generated by services rendered. The allowance for doubtful accounts is the Company’s best
estimate of the amount of probable credit losses in existing accounts receivable. As of December
31, 2020, no allowance for bad debt was considered necessary.

Property and Equipment

Property and equipment are stated at cost less accumulated depreciation and accumulated
impairment losses, if any. Depreciation is calculated on a straight-line basis over the following
expected useful lives from the date on which they become fully operational and after taking into
account their estimated residual values. The estimated useful lives used for financial statements
purposes are:

Software 3 vears
Equipment 5 years
Furniture and fixtures 7 years
Leasehold improvement 15 years

Maintenance and repairs are charged to expense when incurred, while capital expenditures that
enhance the value or materially extend the useful life of the related assets are capitalized and
reflected as additions to property and equipment. When assets have been retired or sold, the cost
and related accumulated depreciation are removed from the accounts and any resulting gain or loss
is recognized in the other income (expense) section of the statement of operations.

Goodwill and Intangible Assets

The Company elected to amortize goodwill and other intangible assets from the acquisition of
business assets over 15 years and use a simpler one-step impairment test under ASU 2014-02,
“Intangible — Goodwill and Other.” The Company is required to test for impairment when a
triggering even occurs which indicates the fair value or the entity or reporting unit may be below
its carrying amount. Upon the occurrence of a triggering event, the simpler one-step impairment
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December 31, 2020

test will be performed. As of December 31, 2020, the Company determined that there was no
triggering event that would otherwise require the impairment test.

Fair Value Measurements of Assets and Liabilities

The Company measures its financial and non-financial assets and liabilities, as well as makes
related disclosures, in accordance with FASB ASC No. 820, Fair Value Measurements, which
provides guidance with respect to valuation techniques to be utilized in the determination of fair
value of assets and liabilities.

The objective of a fair value measurement is to determine the price that would be received to sell
an asset or paid to transfer a liability in an orderly transaction between market participants at the
measurement date (an exit price). Accordingly, the fair value hierarchy gives the highest priority
to quoted prices (unadjusted) in active markets for identical assets or liabilities (Level 1) and the
lowest priority to unobservable inputs (Level 3). The three tier hierarchy of inputs is summarized
in the three broad levels below:

e Tevel 1 — inputs are unadjusted quoted market prices in active independent markets for
identical assets and liabilities;

e Level 2 —inputs are directly or indirectly observable estimates from quotes for similar but
not identical assets and liabilities, market trades for identical assets not actively traded, or
other external independent means;

e Level 3 —inputs are unobservable and reflect assumptions on the part of the reporting entity.

The following table sets forth information about the level within the fair value hierarchy at which
the Company’s financial instrument is measured, on a recurring basis, on December 31, 2020:

Unrealized
Adjusted Gain Fair Short-term Long-term
Cost (Loss) Value Investment Investment

Level 1:

Equity $ 69,035 § 36 % 69,071 § 69,071 § -
investment w/

RDFV

Debt securities 202,997 - 220,997 220,997 -
AFS

Level 2:
N/A - - - - -

Level 3:
N/A

Total $ 272032 § 36§ 272,068 § 272,608 § =
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The carrying amounts of the Company’s cash and cash equivalents, accounts receivable, security
deposits, accounts payable and accrued expenses approximated their fair values due to their short-
term nature.

Revenue Recognition

The Company recognizes revenue under FASB, ASC 606 “Revenue from Contracts with
Customers.

The Company applies a five-step approach in determining the amount and timing of revenue to be
recognized: (1) identifying the contract with a customer, (2) identifying the performance
obligations in the contract, (3) determining the transaction price, (4) allocating the transaction price
to the performance obligations in the contract and (5) recognizing revenue when the performance
obligation 1s satisfied. Substantially all of the Company and its Subsidiaries’ revenue is recognized
at the time control of the products transfers to the customer.

The Company generates revenue by establishing franchises and collecting related franchise fees,
such as initial franchise fees, royalties, marketing and other miscellaneous fees. The Company
recognizes revenue once the underlying performance obligations have been satisfied.

Initial franchise fees received from a franchisee to establish a new franchise are recognized as
deferred revenue on the Company’s balance sheet. The initial franchise fees are amortized and
recognized as revenue based on the franchise agreement term. Initial franchise fees are also non-
refundable.

Continuing royalties and marketing fees, which are a percentage of net sales of franchisees, are
recorded as revenue when the subsequent sales occur and those allocated royalties and marketing
fees have been satisfied.

Proceeds from the sale of gift cards are recorded as deferred revenue and recognized as revenue
when the gift card is redeemed by the customers.

Other fees are recognized as revenue for the various performance obligations completed.

Impairment of Long-Lived Assets

Long-lived assets, other than goodwill and acquisition-related intangible assets, are reviewed for
impairment whenever events or changes in circumstances indicate that the carrying amount of the
assets might not be recoverable. Conditions that would necessitate an impairment assessment
include a significant decline in the observable market value of an asset, a significant change in the
extent or manner in which an asset is used, or any other significant adverse change that would
indicate that the carrying amount of an asset may not be recoverable. For long-lived assets used in
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operations, impairment losses are only recorded if the asset’s carrying amount is not recoverable
through its undiscounted probability-weighted future cash flows. Measurement of the impairment
losses is based on the difference between the carrying amount and estimated fair value. No
impairment loss on long-lived assets was recognized during the vear ended December 31, 2020.

Investments

The Company classifies its investments into two categories: debt securities as available for sale
and equity investment with readily determinable fair value. Investments classified as debt
securities available for sale are carried in the financial statements at fair value. Realized gains or
losses are included in earnings; unrealized holding gains and losses are reported in accumulated
other comprehensive income (AOCI).

Investments classified as equity investments with readily available fair value are carried in the
financial statements at fair value. Both realized and unrealized gains or losses are included in
earnings for the current period.

Income Taxes

The Company, with the consent of its shareholder, has elected under the Internal Revenue Code to
be an S corporation. In lieu of corporation income taxes, the shareholders of an § corporation are
taxed on their proportionate share of the Company’s taxable income.

The Company follows provisions of ASC 740-10, Income Taxes, which prescribes detailed
guidance for financial statements recognition, de-recognition, measurement, and disclosure of
uncertain tax positions recognized in any entity’s financial statements. The Company recognizes
interest and penalties related to unrecognized tax liabilities, if any, as component of income tax
expenses.

Advertising

The Company expenses advertising costs as they are incurred. Advertising expenses for the vear
ended December 31, 2020, was $30,932.

Recent Accounting Standards

In June 2016, the FASB issued ASU No. 2016-13, “Measurement of Credit Losses on Financial
Instruments”, which modifies the measurement of expected credit losses of certain financial
instruments in Topic 326. The updated standard adopts a current expected credit loss (CECL)

Page 172 of 211 11

Franchise Disclosure Document



Boba Time, Inc.
Notes to Financial Statements
December 31, 2020

model that requires financial institutions to immediately record the full amount of expected credit
losses in their loan portfolios, instead of waiting until the losses qualify as “probable.” The FASB
expects the shift to the CECL. model to produce more timely and relevant information. The ASU
is effective for nonpublic companies for fiscal years beginning after December 15, 2022. The
Company is evaluation the potential effect of the guidance on its financial statements.

In January 2017, the FASB issued ASU 2017-04, “Intangible — Goodwill and Other (Topic 350),”
to simplify the accounting for goodwill impairment. The update removes Step 2 of the goodwill
impairment test, which requires a hypothetical purchase price allocation. A goodwill impairment
will now be the amount by which a reporting unit’s carrying value exceeds its fair value, not to
exceed the carrying amount of goodwill. Prior to ASU 2017-04, goodwill impairment testing
requires two-step assessment. The first step requires an entity to compare each reporting unit’s
carrying value, including goodwill, and its fair value. If the carrying value exceeds the fair value,
then the entity must perform the second step, which is to compare the implied fair value of goodwill
to its carrying value, and record an impairment charge for any excess of carrying value over
implied fair value. An entity also has the option to perform a qualitative assessment for a reporting
unit to determine if the quantitative impairment test is necessary. This ASU does not eliminate the
private company accounting alternative provided in ASU 2014-02 which allows private companies
to elect to amortize goodwill and perform a simpler one-step impairment test. The Company has
elected to adopt ASU 2014-02 beginning January 1, 2020, and, therefore, will not adopt this new
ASU. Otherwise, the standard would have been effective in fiscal years beginning after December
15, 2020.

In August 2018, the FASB issued ASU 2018-13, “Fair Value Measurement (Topic 820) —
Disclosure Framework — Changes to the Disclosure Requirement for Fair Value Measurement.”
This guidance removes certain disclosure requirements related to the fair value hierarchy, modifies
existing disclosure requirements related to measurement uncertainty and adds new disclosure
requirements. The new disclosure requirements including disclosing the change in unrealized gains
and losses for the period included in other comprehensive income for recurring Level 3 fair value
measurements held at the end of the reporting period and the range and weighted average of
significant unobservable inputs used to develop Level 3 fair value measurements. Certain
disclosures required by this guidance must be applied on a retrospective basis and others on a
prospective basis. The Company adopted this standard on January 1, 2020. The impact on the
Company’s financial statements upon the adoption was not material.

In January 2016, the FASB issued ASU 2016-01, “Financial Instruments — Overall (Topic 825) —
Recognition and Measurement of Financial Assets and Financial Liabilities.” Most prominent
among the changes in the standard is the requirement for changes in the fair value of equity
investments, with certain exceptions, to be recognized through net income rather than other
comprehensive income. The Company adopted the standard effective January 1, 2020. Adoption
of the standard was applied using a modified retrospective approach through a cumulative-effect
adjustment from AOCI to retained earnings as of the effective date, and the Company elected to
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measure equity investments without readily determinable fair values at cost with adjustments for
observable changes in price or impairments. The cumulative-effect adjustment included any
previously held unrealized gains and losses held in AOCI related to its equity investments carried
at fair value as well as the impact of recording the fair value of certain equity investments carried
at cost. The impact on the Company’s financial statements upon the adoption was not material.

In February 2016, the FASB issued ASU 2016-02, “Leases” which, for operating leases, requires
alessee to recognize aright-of-use asset and a lease liability, initially measured at the present value
of the lease payments, in its balance sheet. The standard also requires a lessee to recognize a single
lease cost, calculated so that the cost of the lease is allocated over the lease term, on a generally
straight-line basis. The ASU is effective for nonpublic companies for fiscal years beginning after
December 15, 2021 and interim periods within fiscal years beginning after December 15, 2022.
Early adoption is permitted. The Company is continuing to assess this amendment’s impact and
intend to adopt ASU 2016-02 no later than the accounting period beginning on January 1, 2022.

Other pronouncements issued by the FASB or other authoritative accounting standards groups with
future effective dates are either not applicable or are not expected to be significant to the
Company’s financial statements.

NOTE 4- Property, Equipment and Intangible, Net

Property and equipment, net consists of the following:

Furniture and fixtures $ 506,058
Equipment 313,452
Leasehold improvement 908,223
Software 27.000
(less) accumulated depreciation (430,563)
Total property and equipment, net h 1,324,170
Loan fee $ 4,504
Good will 153,864
Covenant not to compete 240,000
(less) accumulated amortization (5,194)
Total intangible, net $ 393.174

Depreciation and amortization expenses for the year ended December 31, 2020 were $153.411
and $5,194, respectively.
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NOTE 5- Lease and Commitment

The Company leases office space for their headquarters in Los Angeles California and also leases
spaces for retail stores through 2027. Most of the leases are subject to 3% annual increases with
various options to extend the leases. Total rent expense for the year ended December 31, 2020
amounted to $309,009.

Minimum lease payments for the next five years and afterwards are as follows:

Year ended December 31,
2021 $ 454,862
2022 422,470
2023 435,227
2024 355,011
2025 323,412
Thereafter 226,882
Total $ 2,217.863

NOTE 6- Accrued Expense and Others

Accrued expense of $453,264 consists of the following:

Credit card $ 23,685
Accrued expenses 23,417
Advanced franchise fee 380,167
Advanced gift card 23,952
Uniform payable 1,751
Pension payable 292
Total accrued expenses and others $ 453,264

NOTE 7- PPP Loan Payable

On April 22, 2020, The Company received loan proceeds from the Small Business Administration
(SBA) in the amount of $261,800, pursuant to the Paycheck Protection Program (“PPP™)
established as part of the Coronavirus Aid, Relief and Economic Security Act (“CARES Act™).
The loan may be forgiven, in whole or in part, if used for eligible expenditures such as payroll and
other expenses described in the CARES Act. Once the loan is, in part or wholly, forgiven and legal
release is received, The Company will reduce its liability by the amount forgiven and record a gain
on extinguishment. The unforgiven portion of the loan bears interest at a rate of 1% and is payable
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in monthly installments of principal and interest over 24 months beginning either the date that
SBA remits the borrower’s loan forgiveness or 10 months after the end of the borrower’s loan
forgiveness covered period if the borrower does not apply for loan forgiveness. The management
expects a full forgiveness of PPP loan once a forgiveness application is submitted and, therefore,
elects to classify the entire outstanding balance as a noncurrent liability as of December 31, 2020.

NOTE 8- PPP Loan Payable

On April 22, 2020, The Company received loan proceeds from the Small Business Administration
(SBA) in the amount of $261.800, pursuant to the Paycheck Protection Program (“PPP™)
established as part of the Coronavirus Aid, Relief and Economic Security Act (“CARES Act™).
The loan may be forgiven, in whole or in part, if used for eligible expenditures such as payroll and
other expenses described in the CARES Act. Once the loan is, in part or wholly, forgiven and legal
release is received, The Company will reduce its liability by the amount forgiven and record a gain
on extinguishment. The unforgiven portion of the loan bears interest at a rate of 1% and is payable
in monthly installments of principal and interest over 24 months beginning either the date that
SBA remits the borrower’s loan forgiveness or 10 months after the end of the borrower’s loan
forgiveness covered period if the borrower does not apply for loan forgiveness. The management
expects a full forgiveness of PPP loan once a forgiveness application is submitted and, therefore,
elects to classify the entire outstanding balance as a noncurrent liability as of December 31, 2020.

NOTE 9- Loans Payable

The Company had four loan agreements as of December 31, 2020. The Company entered into the
first loan agreement with a financial institution on September 2019, for the amount of $830,000.
The First Loan matures in September of 2026 and carries a variable interest rate starting at 0.75%
margin over Wall Street Journal (WSJ) Prime rate, which was 3.25% per annum as of December
31, 2020. The First Loan’s outstanding principal balance as of December 31, 2020 was $7435,369.

The Company entered into the second loan agreement with a financial institution on October 2020,
for the amount of $530,000. This loan matures in October of 2027 and carries a variable interest
rate starting at 0.75% margin over WSJ Prime rate. This loan’s outstanding principal balance as of
December 31, 2020 was $519,058.

On May 22, 2020, the Company entered into a SBA (7a) loan agreement in the amount of $150,000
under Economic Injury Disaster Loan (EIDL) program. The loan bears interest at a fixed 3.75%
per annum for 30-year term. Monthly installment payments of $731 will begin after 24 months
from the date of the promissory note. The outstanding principal balance as of December 31, 2020
was $150,000.

Page 176 of 211 15

Franchise Disclosure Document



Boba Time, Inc.
Notes to Financial Statements
December 31, 2020

Loans payable maturities, excluding PPP loan, during the next five years and thereafter are as
follows:

Year ended December 31,
2021 $ 196,968
2022 206.584
2023 216.175
2024 223,856
2025 227,311
Thereafter 367,253
Total $ 1,438,147

NOTE 10- Line of Credit

The Company has obtained a bank credit facility which permits for borrowing of up to $1,000,000
from Bank of Hope. Borrowings under the line of credit bear interest at a variable rate based on
WSJ Prime rate. The interest rate on the line of credit was at 0.75% margin over WSJ Prime rate.
This credit facility expires in September 2021. The Company classifies the borrowing as a current
liability. Total borrowing against the line was $785,050 as of December 31, 2020.

NOTE 11- Receivable from Related Parties

The Company occasionally lends funds to it related parties. During the year ended December 31,
2020, the Company provided a loan for $200,000 to its related party, B2B Time, Inc, and received
a repayment of the loans in the amount of $250,000 from its other related party, J & U Corporation.
As of December 31, 2020, the total outstanding loans receivable from the related parties was
$508,330.

NOTE 12- Revenue

The Company primarily generates revenue through two channels: 1) by establishing franchisees
and collecting related franchise incomes, such as royalties, administrative income, and initial
franchise fee, and 2) by selling foods and beverages through its own retail establishments. Other
fees are recognized as revenue for various general and administrative services provided to its
franchisees.
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Revenue by category consists of the following for the year ended December 31, 2020:

Royalty $ 1,676,545
Administrative income 315,931
Initial franchise fee 9,833
Store sales 1,796,219
Others 50,000
Total revenue $ 3.848,528

NOTE 13- Retirement Plan

The Company sponsors a defined contribution retirement plan under Section 401(k) of the Internal
Revenue Code. The plan provides tax-deferred salary contribution for eligible employees. The
eligible employees may defer up to 100% of their compensation on a pre-tax basis up to the
maximum threshold for elective deferral each year. Federal law limits the amount that may be
deferred under the plan per year up to $19,500 ($26,000 for a employee who is at age 50 or over)
for the year 2020. This benefit is only available for the employees at headquarter. The Company
may make a voluntary matching contribution to the employees at its own discretion. The
Company’s matching contributions are vested over a six-year period. The company’s total
matching contributions to the plan was approximately $43,000 for the year ended December 31,
2020.

NOTE 14- Contingencies

The Company follows subtopic 450-20 of the FASB Accounting Standards Codification to report
accounting for contingencies. Liabilities for loss contingencies arising from claims, assessments,
litigation, fines and penalties and other sources are recorded when it is probable that a liability has
been incurred and the amount of the assessment can be reasonably estimated.

The Company is currently the defendant in a lawsuit filed by a franchisee alleging a certain breach
of contract. The management and its counsel believe that the outcome would likely be immaterial
even if they do not prevail in this lawsuit. As the litigation remains pending, it is premature to
evaluate the likelihood of the outcome or estimate a range of potential loss at this time.

NOTE 15- Related Party Transactions

The Company follows FASB ASC NO. 830-10 for the identification of related parties and
disclosure of related party transactions.
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As part of the normal course of business, the Company purchases restaurant supplies and
ingredients from its related parties, B2B Time, Inc and J & U Corporation.

As of December 31, 2020, and for the year then ended, the Company’s related party transactions
are summarized as follows:

Purchase from B2B Time, Inc. $ 53,198
Loan receivable from B2B Times, Inc h 395,000
Purchase from J & U Corporation b 6,260
Loan receivable from J & U Corporation h 113,330

NOTE 16- Subsequent Events

In accordance with ASC Topic 855-10, the Company has evaluated its operations subsequent to
December 31, 2020 to the date the financial statements were issued. The Company does not have
any material subsequent events to disclose in these financial statements other than the following:

The Company executed four franchise agreements with a franchisee in Southern California on
various days before the issuance of the report, and collected a total of $130,000 of initial franchise
fees.
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INDEPENDENT AUDITORS’ REPORT ON THE SUPPLEMENTARY INFORMATION

To the Board of Directors
Boba Time, Inc.
Los Angeles, California

Our audit was conducted for the purpose of forming an opinion on the financial statements as a
whole. The Supplementary Information is presented for purposes of additional analysis and is not
a required part of the financial statements. Such information is the responsibility of management
and was derived from and relates directly to the underlying accounting and other records used to
prepare the financial statements. The information has been subjected to the auditing procedures
applied in the audit of the financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other
records used to prepare the financial statements or to the financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United
States of America. In our opinion, the information is fairly stated in all material respects in relation
to the financial statements as a whole.

e

INK Accountancy Group, LLP
Garden Grove, California
April 16, 2021
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Selling, general and administrative expenses
Advertising
Auto
Amortization expenses
Bank charge
Commission
Depreciation
Dues and subscriptions
Employee benefit
Insurance
Legal and professional
Licenses and permits
Meals and entertainment
Offfice expenses
Other taxes
Payroll taxes
POS system fee
Research and development
Rent
Repairs and maintenance
Salaries and wages
Supplies
Telephone
Travel
Utilities

Total selling, general and administrative cxpenses

$ 30,932
51,484
5,194
693
52,395
153.411
380
42,713
60,930
52,588
11,969
11,857
66,344
11,121
145,944
59,072
7,197
309,009
26,888
1,944,017
133,564
20,357
16,078
66,920

5 3,281,057

See independent auditors' report on supplementary information
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CERTIFIED PUBLIC ACCOUNTANTS AND ADVISORS
INDEPENDENT AUDITORS’ REPORT

To the Board of Directors
Boba Time, Inc.
Los Angeles, California

Report on Financial Statements

We have audited the accormnpanying financial statements of Boba Time, Inc., which comprise the balance
sheot as of Decernber 31, 2019, and the related staterments of income and retained earnings and cash
flows for the year then ended, and the related notes to the financial staternents.

Manogement’s Responsibility for the Financial Statemnents

Management s responsible for the preparation and fair presentation of these financial staternents in
accordance with accounting principles pererally accapted in the United States of Armerica; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presantation of financial statemeants that are free from rmateral misstaternent, whether due to fraud or
error.

Auditor’s Responsibility

Qur responsibility is to express an opinion on these financial staternents based on our audit. We
conducted our audits in accordance with auditing standards generally accepted in the United States of
Armerica. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial staternents are free from material misstaternent.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial staterments. The procedures selacted depend on the auditor’s judgment, including the
assassment of the risks of material misstaterment of the financal statermnents, whether due to fraud or
arror. In rmaking those risk assessrments, the auditor considers internal control relevant to the entity's
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of exprassing an opinion on the effectiveness
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CERTIFIED PUBLIC ACCOUNTANTS AND ADVISORS

of the entity’s internal control. Accordingly, we exprass no such opinion. An audit also incudes evaluating
the appropriateness of accounting policies used and the reasonableness of significant accounting
gstirmates rmade by rmanagerment, as well as evaluating the overall presentation of the financial
staternents.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

Opinion

I our opinion, the financial staternents referred to above present fairly, in all material respeacts, the
financial position of Boba Tirne, Inc. as of Decernber 31, 2019, and the results of their operations and their
cash flows for the year then ended in accordance with accounting principles generally accepted in the
United States of America.

REL LLP

Mortrose, California

April 8, 2020
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BALANCE SHEET
DECEMBER 31, 2019

ASSETS

Current assets:
Cash
Due from escrow on sale of retail store

Current portion of loans receivable to related party

Total current assets

Other assets:
Net property and equipment
Other assets
Loans to related parties

Total assets

LIABILITIES AND STOCKHOLDER'S EQUITY

Current liabilities:
Marketing and advertising trust fund
Accrued expenses
Bank credit facility
Current maturities of long-term debt

Total current liabilities
Long-term debt
Stockholder's equity:
Common stock; 10,000,000 shares authorized
100,000 shares issued and outstanding
Retained earnings

Total stockholder's equity

Total liabilities and stockholder's equity

448,330

100,656

797,192

$ 486,964
34,769
250,000
771,734
927,780
28,963
1,405,073
$ 2,176,806
143,310
68,730
213,278
$ 525974
753,640
100,000
897,192
$ 2.176,806

See accompanying notes and independent auditors' report.
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STATEMENT OF INCOME AND RETAINED EARNINGS
YEAR ENDED DECEMBER 31, 2019

Revenues:
Retail store sales
Less: cost of sales

Net retail store sale revenues

Franchising and royalty fees
Administrative and other income

Net revenues
Operating expenses
Income from operations
Other income (expense):

Interest income

Interest expense

Total other (expense)

Income before income taxes
Provision for income taxes
Net income
Retained eamings - beginning of year
Distributions to stockholder

Retained earnings - end of year

1,175,810
377.857)

797,953

1,701,635
316,255

2,815,843

2,543,477

272,366

19,931
(109,942)

(90,011)

182,355

3,000

179,355
766,879

(149.042)

ToL,192

See accompanying notes and mdependent auditors' report.
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STATEMENT OF CASH FLOWS
YEAR ENDED DECEMBER 31, 2019

Cash flows provided by operating activities:
Net income A 179,335
Adjustments to reconcile net income to net cash
provided by (used in) operating activities:

Bad bebts - related party 90,000
Depreciation and amortization 81,264
Decrease in assets:
Other assets 139,281
Increase (decrease) in liabilities:
Marketing and advertising trust fund 1,335
Accrued expenses (30,003)
Net cash provided by operating activities $ 461,230

Cash flows provided by (used in) investing activities:

Acquisitions of property and equipment (61,716)
Due from escrow 188,440
Decrease in loans to related parties (104,824)
Net cash provided by investing activities 21,900

Cash flows (used in) financing activities:

Payments on long-term debt (90,464)
Net change in bank line of credit (86,722)
Distrubtions to stockholder (149,042)

Net cash (used in) financing activities (326,228)
Increase in cash 156,902
Cash-beginning of year 330,062
Cash-end of year $ 486,964

See accompanying notes and independent auditors' report.
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NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2019

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

This summary of significant accounting policies is presented to assist the reader in understanding
and evaluating the financial statements. The preparation of financial statements in conformity
with generally accepted accounting principles requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements and the reported amounts of revenues
and expenses during the reporting period. Actual results could differ from those estimates.

Business Activity

Boba Time, Inc. (“the Company™) principally operates as a franchisor that sells the right to
operate specialty juice and snack bars under the name “It’s Boba Time.” These franchisee juice
and snack bars sell freshly prepared fruit-based beverages, snacks and other food items through
carry-out, delivery and on-premises dining services. Franchisees are allowed to use related
trademarks, logos and the like, subject to certain confidential information and trade secrets.
Franchisees are also required to follow and adhere to certain standards, conditions, rules and
procedures as set forth in franchise agreements. Franchisees have the right to specific locations
that are contained within each franchise agreement at the time each franchise is granted. Typical
terms of the franchise agreements are ten years, with an additional ten year renewal option.
Franchisees are required to pay an ongoing royalty rate based on a percentage of gross sales.

Franchisees are also required to pay for advertising, based on a percentage of gross sales. The
Company has sole discretion on how and when to spend funds collected for advertising. The
funds may be used for research, maintaining, administering, directing advertising and
promotional materials and programs, as well as providing a toll-free phone number for the
general public. Advertising monies collected are recorded as a deferred liability on the
accompanying balance until such time the funds are used.

As of December 31, 2019, there were forty franchised locations as well as two locations owned

by the franchisor. Twelve new locations were franchised during 2019. All of the stores and
headquarters are located in California.

Cash and Cash Equivalents

The Company considers all highly liquid debt instruments purchased with a maturity of three
months or less to be cash equivalents.

Concentration of Credit Risk
The Company sells franchises mainly in the southwestern portion of the United States of

America within the snack and beverage industry. Consequently, the Company is subject to
economic fluctuations within that industry as well as the overall general economy.
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NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2019
(continued)

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Propertv and Equipment

Plant, property and equipment are stated at cost. Depreciation is provided by the straight-line
method over the useful lives of the related assets, which is three to fifteen years.

Income Taxes
The Company’s stockholder has elected to be taxed as an S-corporation and therefore the
corporation incurs no Federal tax liability. Accordingly, any income or losses are taxed directly

to the individual stockholder and the Company incurs only a minimum state income tax liability.

Fair Value of Financial Instruments

The Company has financial instruments whereby the fair market value of such financial
instruments could be different than that recorded on a historical basis on the accompanying
balance sheet. The Company’s financial instruments consist of cash, loans receivable, marketing
and advertising trust funds and advances from stockholder.

Revenue recognition

The Company recognizes revenue from product sales or services rendered when the following
four criteria are met: (i) persuasive evidence of an arrangement exists, (i1) delivery has occurred
and/or services have been rendered, (iii) the selling price 1s fixed or determinable, and (iv)
collectability is reasonably assured.

In May 2014, the Financial Accounting Standards Board (“FASB™) issued ASU No. 2014-09,
Revenue from Contracts with Customers (Topic 606), which sets forth a single, comprehensive
revenue recognition model for all contracts with customers to improve comparability.
Subsequently, the FASB has issued several standards related to ASU No. 2014-09 (collectively,
the “New Revenue Standard”). The New Revenue Standard supersedes the revenue recognition
requirements in Topic 605, Revenue Recognition, and most industry-specific guidance. This
New Revenue Standard permits the use of either the full retrospective or modified retrospective
method (also referred to as the cumulative effect transition method) when adopted.

The New Revenue Standard’s core principle is that a reporting entity will recognize revenue
when it transfers promised goods or services to customers in an amount that reflects the

consideration to which the entity expects to be entitled in exchange for those goods or services.
In applying this new guidance to contracts within its scope, an entity will:
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(continued)

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

-

identify the contract(s) with a customer;

2. identify the performance obligation in the contract;

3. determine the transaction price;

4. allocate the transaction price to the performance obligations in the contract; and
5. recognize revenue when (or as) the entity satisfies a performance obligation.

The Company will adopt the New Revenue Standard in 2020 using the modified retrospective
method. Such method provides that the cumulative effect from prior periods upon applying the
new guidance is recognized in the Company’s balance sheets as of the date of adoption,
including an adjustment to retained earnings. Prior periods will not be retrospectively adjusted.
The Company expects the impact of the adoption of the New Revenue Standard to be immaterial
to its results of operations, financial condition, and cash flows.

Long-lived Assets

The Company’s long-lived assets and other assets (consisting of property and equipment) are
reviewed for impairment in accordance with the guidance of the FASB Topic ASC 360,
“Property, Plant, and Equipment”, and FASB ASC Topic 205 “Presentation of Financial
Statements”. The Company tests for impairment losses on long-lived assets used in operations
whenever events or changes in circumstances indicate that the carrying amount of the asset may
not be recoverable. Recoverability of an asset to be held and used is measured by a comparison
of the carrying amount of an asset to the future undiscounted cash flows expected to be generated
by the asset. If such asset is considered to be impaired, the impairment to be recognized is
measured by the amount by which the carrying amount of the asset exceeds its fair
value. Impairment evaluations involve management’s estimates on asset useful lives and future
cash flows. Actual useful lives and cash flows could be different from those estimated by
management which could have a material effect on our reporting results and financial
positions. Fair value is determined through various valuation techniques including discounted
cash-flow models, quoted market values and third-party independent appraisals, as considered
necessary. Through December 31, 2019 the Company had not experienced impairment losses on
its long-lived assets. However, there can be no assurances that demand for the Company’s
products or services will continue, which could result in an impairment of long-lived assets in the
future.
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BOBA TIME, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2019
(continued)

2. PROPERTY AND EQUIPMENT

Property and equipment consist of the following:

Equipment $ 219,147
Furniture and fixtures 458,607
Leaschold improvements 462,623
Autos 44,555
Website and systems 20,000

1,204,932

Less: accumulated depreciation
and amortization (277,152)

$ 927,780

3. LOANS TO RELATED PARTIES
All of the loans have been made to three companies that are owned by the stockholder. The
loans are unsecured without interest. As is not known when these loans will be repaid, they have

been classified as non-current on the accompanying balance sheet.

During 2019, $20,000 of a loan to a related party was forgiven by the Company.

4. BANK LINE OF CREDIT
The Company has obtained a bank credit facility which permits for borrowings of up to
$1,000,000, with interest payable monthly at prime plus .75% (5.5% as of December 31, 2019).
This credit facility expires in September 2020.

Substantially all assets of the Company are collateral on all of this indebtedness.
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BOBA TIME, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2019
(continued)

5. LONG-TERM DEBT
A summary of long-term debt is as follows:

Note payable to bank, secured by substantially all assets of the
Company. Due in monthly installments of approximately
$12,200 including interest at .75% above the Wall Street
Journal prime index rate (5.50% as of December 31, 2019)
maturing in September 2026. 5 824,961

Note payable, secured by auto, due in monthly installments of
approximately $550 including interest at 3.74% per annum due

through October 2024 29,335

Less current maturities 854,296
(100.656)

Long-term debt 5 753,640

Maturities of long-term debt is as follows:

Year ending
December 31

2020 $ 100,656
2021 114,722
2022 120,830
2023 127,315
2024 134,036
Thereafter 256,737

$ 854,296

5. LEASE COMMITMENTS/RELATED PARTY TRANSACTIONS

The Company leases office space for their headquarters in Los Angeles California and also leases
spaces for retail spaces through 2026. Some of the leases are subject to 3% annual increases, and
also have various options to extend the leases. Included is a lease for a store that was sold during
the year that the buyer assumed. However, the Company is still responsible for this lease and it
is therefore included in the lease schedule below. Total rent expense for the year ended
December 31, 2019 amounted to approximately $243,000.
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BOBA TIME, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2019
(continued)

5. LEASE COMMITMENTS/RELATED PARTY TRANSACTIONS (continued)
One of their retail spaces is leased to them by a partnership that is owned in part by the
stockholder of the Company. Rent paid to this entity amounted to approximately $59,000 for the
year ended December 31, 2019.

Minimum lease payments under the leases are as follows:

Year ending December 31,

2020 $ 223,884
2021 179,964
2022 179,964
2023 179.964
2024 179,964
Thereafter 254.056

$ 1,197,796

6. RETIREMENT PLAN

The Company sponsors a defined contribution retirement plan (the Plan) under section 401(k) of
the Internal Revenue Code, covering substantially all employees who have one year of
continuous service and are at least 21 vears old.  The Company may make a voluntary match of
at its diseretion. The Company’s contributions are vested over a six-year period.

Total Company contributions to the plan were approximately $45,000 for the year ended
December 31, 2019.

7. CONTIGENCIES

The Company is currently the defendant in a lawsuit filed by a franchisee alleging a certain
breach of contract. Management and its attorney are vigorously defending this claim.
Management and its counsel believe that if they don’t prevail that any claims against them would
likely be immaterial.

The Company sold a store in late 2018. The store lease was assumed by the new buyer, however,
the Company was not released from liability under the lease. In the event the new buyer fails to
pay the lease, the Company would be responsible to make payment under that lease through
2023. As of December 31, 2019, the remaining total of payments was approximately $300,000.
To date, the buyer has made all the required lease payments.

11
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BOBA TIME, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2019
(continued)

8. SUBSEQUENT EVENTS

During the first quarter of 2020, Coronavirus Disease (COVID-19) has begun causing major
disruptions to the economy. The financial impacts to the Company will likely result in
significantly reduced revenues for at least the first quarter of 2020, and possibly beyond.
Management is monitoring the situation closely and expects to make needed changes to its
operations should circumstances warrant in order to mitigate any negative long-term financial
impacts on the Company.

The Company has evaluated subsequent events through April 8, 2020 which is the date these
financial statements were available to be issued. All subsequent events requiring recognition as
of December 31, 2019, have been incorporated into these financial statements herein.

9. SUPPLEMENTARY DISCLOSURES OF CASH FLOW INFORMATION

Cash paid during the year ended December 31, 2019 for interest and income taxes amounted to
$109,943 and $3,000, respectively.
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EXHIBIT “H”-1

STATE ADDENDA

[See Attached]
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STATE ADDENDA AND AGREEMENT RIDERS
ADDENDUM TO FRANCHISE AGREEMENT, SUPPLEMENTAL AGREEMENTS,
AND FRANCHISE DISCLOSURE DOCUMENT FOR CERTAIN STATES FOR

Boba Time, Inc.

BACKGROUND AND PURPOSE

The following modifications are made to the It’s Boba Time Franchise Disclosure Document (“FDD” or
“Disclosure Document”) issued by Boba Time, Inc. (“we” or “us” or “franchisor”) to franchisee (“you” or
“franchisee’) and may supersede, to the extent required by applicable state law, certain portions of the Franchise
Agreement between you and us dated , 202 (the “Franchise Agreement”).
When the term “Supplemental Agreements” is used, it means any area development agreement, area
representative agreement, master franchise agreement, or similar agreement entered into between us and you,
if applicable.

Certain states have laws governing the franchise relationship and franchise documents. Certain states require
modifications to the FDD, Franchise Agreement, Supplemental Agreements and other documents related to the
sale of a franchise. This State-Specific Addendum (“State Addendum”) will modify these agreements to
comply with the applicable state’s laws. The terms of this State Addendum will only apply if you meet the
requirements of the applicable state independently of your signing of this State Addendum. The terms of this
State Addendum (but only the State Addendum for the applicable State) will override any inconsistent
provision of the FDD, Franchise Agreement or any Supplemental Documents. This State Addendum only
applies to the following states: California, Hawaii, Illinois, Indiana, Maryland, Michigan, Minnesota, New
York, North Dakota, Rhode Island, South Dakota, Virginia, Washington, and Wisconsin.

If your state requires these modifications, you will sign this State Addendum along with the Franchise
Agreement and any Supplemental Agreements. If you sign this State Addendum, only the terms applicable to
the state or states whose franchise laws apply to your transaction will govern. If you sign this State Addendum,
but none of the state franchise laws listed above applies because their jurisdictional requirements have not been
met, then this State Addendum will be void and inapplicable to you.
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CALIFORNIA

The registration of this franchise offering by the California Department of Financial Protection and
Innovation does not constitute approval, recommendation, or endorsement by the commissioner.

1.

10.

11.

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 Corporations Code requires us to give you a disclosure document, in
a form containing the information that the Commissioner may by rule or order require, before a
solicitation of a proposed material modification of an existing franchise.

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

The Franchise Agreement and Area Development Agreement require binding arbitration. The
arbitration will occur in Los Angeles County, California with the costs initially being borne by the
party filing the arbitration.

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
or Supplemental Agreement restricting venue to a forum outside the State of California.

The Franchise Agreement and Area Development Agreement provide for termination upon
bankruptcy. Any such provision may not be enforceable under federal bankruptcy law (11 U.S.C.A.
Sec. 101 et seq.).

The Franchise Agreement and Area Development Agreement contain a covenant not to compete which
extends beyond the termination of the franchise. This provision may not be enforceable under
California law.

Under California Civil Code Section 1671, certain liquidated damages clauses are unenforceable. Any
such provisions contained in the Franchise Agreement or Area Development Agreement may not be
enforceable.

California Business and Professions Code Sections 20000 through 20043 provide rights to you concerning
termination, transfer, or non-renewal of a franchise. If the Franchise Agreement or Area Development
Agreement contain a provision that is inconsistent with the California Franchise Investment Law, the
California Franchise Investment Law will control.

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

The Franchise Agreement and Area Development Agreement contain provisions shortening the statute
of limitations to bring claims and requiring you to waive your right to punitive or exemplary damages
against the franchisor, limiting your recovery to actual damages for any claims related to your
franchise. Under California Corporations Code section 31512, these provisions are not enforceable in
California for any claims you may have under the California Franchise Investment Law.
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12. OUR WEBSITE HAS NOT BEEN REVIEWED OR APPROVED BY THE CALIFORNIA
DEPARTMENT OF FINANCIAL PROTECTION & INNOVATION. ANY COMPLAINTS
CONCERNING THE CONTENT OF THIS WEBSITE MAY BE DIRECTED TO THE
CALIFORNIA DEPARTMENT OF FINANCIAL PROTECTION & INNOVATION AT
https://dfpi.ca.gov/.

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

[Signature Page Follows]
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https://dfpi.ca.gov

APPLICABLE ADDENDA

If any one of the preceding Addenda for specific states (“Addenda”) is checked as an “Applicable
Addenda” below, then that Applicable Addenda shall be incorporated into the Franchise Disclosure
Document, Franchise Agreement, Supplemental Agreements (if applicable) and any other specified
agreement(s) entered into by us and the undersigned franchisee. To the extent any terms of an applicable
Addenda conflict with the terms of the Franchise Disclosure Document, Franchise Agreement,
Supplemental Agreement (if applicable) and other specified agreement(s), the terms of the Applicable
Addenda shall supersede the terms of the Franchise Agreement.

[] california [] Michigan [ South Dakota
[] Hawaii [] Minnesota [] Virginia
[ ] Ilinois [ ] New York [ ] Washington
[] Indiana [ ] North Dakota [] Wisconsin
[] Maryland [] Rhode Island
Dated: ,202

FRANCHISOR:

Boba Time, Inc.

By:

Title:

FRANCHISEE:

By:

Title:
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EXHIBIT “H”-2

FRANCHISEE DISCLOSURE QUESTIONNAIRE

[See Attached]
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FRANCHISEE DISCLOSURE QUESTIONNAIRE

As you know Boba Time, Inc. (“we” or “us), and you are preparing to enter into a Franchise Agreement for the operation of an It’s
Boba Time franchise. You cannot sign or date this Questionnaire the same day as the Receipt for the Franchise Disclosure
Document but you must sign and date it the same day you sign the Franchise Agreement and pay your franchise fee. Please
review each of the following questions carefully and provide honest responses to each question. If you answer “No” to any of the
questions below, please explain your answer on the back of this sheet.

Yes

Yes

Yes

Yes__

Yes

Yes

Yes

Yes

Yes

Yes

Yes__

Yes

Yes

Yes

Yes

10.

11.

12.

13.

14.

15.

Have you received and personally reviewed the Franchise Agreement and each attachment or
schedule attached to it?

Have you received and personally reviewed the Franchise Disclosure Document we provided?

Did you sign a receipt for the Franchise Disclosure Document indicating the date you received
it?

Do you understand all the information contained in the Franchise Disclosure Document and
Franchise Agreement?

Did you receive the Franchise Disclosure Document at least 14 calendar days before signing any
agreement relating to the franchise (other than an NDA) or paying any money?

Did you receive a complete execution copy of the Franchise Agreement at least seven (7)
calendar days before you signed it?

Have you reviewed the Franchise Disclosure Document and Franchise Agreement with a lawyer,
accountant or other professional advisor?

Have you discussed the benefits and risks of developing and operating an It’s Boba Time
franchise with an existing It’s Boba Time franchisee?

Do you understand the risks of developing and operating an It’s Boba Time franchise?

Do you understand the success or failure of your franchise will depend in large part upon your
skills, abilities and efforts and those of the persons you employ as well as many factors beyond
your control such as competition, interest rates, the economy, inflation, labor and supply costs
and other relevant factors?

Do you understand all disputes or claims you may have arising out of or relating to the Franchise
Agreement must be arbitrated in Los Angeles County, California, if not resolved informally or
by mediation?

Do you understand that you must satisfactorily complete the initial training course before we
will allow your franchised business to open or consent to a transfer?

Do you agree that no employee or other person speaking on our behalf made any statement or
promise regarding the costs involved in operating an It’s Boba Time franchise that is not
contained in the Franchise Disclosure Document or that is contrary to, or different from, the
information contained in the Franchise Disclosure Document?

Do you agree that no employee or other person speaking on our behalf made any statement or
promise or agreement, other than those matters addressed in your Franchise Agreement,
concerning advertising, marketing, media support, marketing penetration, training, support
service or assistance that is contrary to, or different from, the information contained in the
Franchise Disclosure Document?

Do you agree that no employee or other person speaking on our behalf made any statement or
promise regarding the actual, average or projected profits or earnings, the likelihood of success,

the amount of money you may earn, or the total amount of revenue an It’s Boba Time franchise
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will generate, that is not contained in the Franchise Disclosure Document or that is contrary to,
or different from, the information contained in the Franchise Disclosure Document?

Yes No 16. Do you understand that the Franchise Agreement and attachments to the Franchise Agreement
contain the entire agreement between us and you concerning the franchise for the It’s Boba Time
business, meaning any prior oral or written statements not set out in the Franchise Agreement or
the attachments to the Franchise Agreement will not be binding?

YOU UNDERSTAND THAT YOUR ANSWERS ARE IMPORTANT TO US AND THAT WE WILL RELY ON THEM. BY
SIGNING THIS QUESTIONNAIRE, YOU ARE REPRESENTING THAT YOU HAVE CONSIDERED EACH QUESTION
CAREFULLY AND RESPONDED TRUTHFULLY TO THE ABOVE QUESTIONS.

Signature of Franchise Applicant Signature of Franchise Applicant
Name (please print) Name (please print)

Dated Dated

Signature of Franchise Applicant Signature of Franchise Applicant
Name (please print) Name (please print)

Dated Dated

EXPLANATION OF ANY NEGATIVE RESPONSES [REFER TO QUESTION NUMBER]:
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EXHIBIT “H”-3

GENERAL RELEASE

[See Attached]
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WAIVER AND RELEASE OF CLAIMS

This Waiver and Release of Claims (this “Agreement”) is made as of ,202  (the “Effective Date™)

by , a(n) (“you”) and each individual holding a direct or

indirect ownership interest in you (collectively “Owner”) in favor of Boba Time, Inc., a California corporation
“us,” and together with you and Owner, the “Parties”).

Background

A. We signed a Franchise Agreement with you, dated , 202 (the “Franchise Agreement”) pursuant
to which we granted you the right to own and operate an It’s Boba Time store;

B. You have notified us of your desire to transfer the Franchise Agreement and all rights related thereto, or an
ownership interest in the franchisee entity, to a transferee, [enter into a successor franchise agreement] and
we have consented to such transfer [agreed to enter into a successor franchise agreement]; and

C. As a condition to our consent to the transfer [your ability to enter into a successor franchise agreement],
you and Owner have agreed to execute this Agreement upon the terms and conditions stated below.

D. In consideration of our consent to the transfer [our entering into a successor franchise agreement], and for
other good and valuable consideration, the sufficiency and receipt of which are hereby acknowledged, and
intending to be legally bound, you and Owner hereby agree as set forth below.

Agreement

1. Release. Owner, you, and each of your officers, directors, shareholders, members, owners, employees, agents,
representatives, affiliates, parents, divisions, successors and assigns, and all persons or firms claiming by,
through, under, or on behalf of any or all of them (the “Franchisee Parties”), hereby release, acquit and forever
discharge us, any and all of our past and present affiliates, parents, subsidiaries and related companies,
divisions and partnerships, consultants, advisors and franchise sellers and its and their respective past and
present officers, directors, shareholders, members, owners, employees, agents, representatives, affiliates,
parents, divisions, successors and assigns, and the spouses of such individuals (collectively, the “Franchisor
Parties™), from any and all claims, liabilities, damages, expenses, actions or causes of action which any of the
Franchisee Parties may now have or has ever had, whether known or unknown, past or present, absolute or
contingent, suspected or unsuspected, of any nature whatsoever, directly or indirectly arising out of or relating
to the execution and performance (or lack thereof) of the Franchise Agreement or the offer, sale or acceptance
of the franchise related thereto (including, but not limited to any disclosures and representations made in
connection therewith). The foregoing release shall not be construed to apply with respect to any obligations
contained within this Agreement.

2. California Law. You and Owner hereby express your intention to release all existing claims, whether known
or unknown, against the Franchisor Parties. Accordingly, you and Owner hereby waive Section 1542 of the
California Civil Code, which provides the following:

“A general release does not extend to claims which the creditor does not know or suspect to exist in his
or her favor at the time of executing the release, which if known by him or her must have materially
affected his or her settlement with the debtor.”

[Section 2 only applies for California franchisees; otherwise it is omitted]

3. Nondisparagement. Each of the Franchisee Parties expressly covenant and agree not to make any false
representation of facts, or to defame, disparage, discredit or deprecate any of the Franchisor Parties or
otherwise communicate with any person or entity in a manner intending to damage any of the Franchisor
Parties, the business conducted by any of the Franchisor Parties or the reputation of any of the Franchisor
Parties. For purposes of clarity, the obligations in this Section apply to all methods of communications,
including the making of statements or representations through direct verbal or written communication as well
as the making of statements or representations on the Internet, through social media sites or through any other
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verbal, digital or electronic method of communication. The obligations in this Section also prohibit the
Franchisee Parties from indirectly violating this Section by influencing or encouraging third parties to engage
in activities that would constitute a violation of this Section if conducted directly by a Franchisee Party.

Representations and Warranties. You and Owner each represent and warrant that: (a) [Insert franchisee entity
name] is duly authorized to execute this Agreement and perform its obligations hereunder; (b) neither you nor
Owner has assigned, transferred or conveyed, either voluntarily or by operation of law, any of their rights or
claims against any of the Franchisor Parties or any of the rights, claims or obligations being terminated or
released hereunder; (c) you and Owner have not and shall not (a) institute or cause to be instituted against any
of the Franchisor Parties any legal proceeding of any kind, including the filing of any claim or complaint with
any state or federal court or regulatory agency, alleging any violation of common law, statute, regulation or
public policy premised upon any legal theory or claim whatsoever relating to the matters released in this
Agreement or (b) make any verbal, written or other communication that could reasonably be expected to
damage or adversely impact any Franchisor Party’s reputation or goodwill; and (d) the individuals identified
as Owners on the signature pages hereto together hold 100% of the legal and beneficial ownership interests

in [Insert franchisee entity name].

Miscellaneous.

(a)

(b)
(©)

(d)

(e)

®

(2

(h)

The Parties agree that each has read and fully understands this Agreement and that the opportunity has been
afforded to each Party to discuss the terms and contents of said Agreement with legal counsel and/or that
such a discussion with legal counsel has occurred.

This Agreement shall be construed and governed by the laws of the State of California.

In the event that it shall be necessary for any Party to institute legal action to enforce, or for the breach of,
any of the terms and conditions or provisions of this Agreement, the prevailing Party in such action shall be
entitled to recover all of its reasonable costs and attorneys’ fees.

All of the provisions of this Agreement shall be binding upon and inure to the benefit of the Parties and their
respective current and future directors, officers, partners, attorneys, agents, employees, shareholders and the
spouses of such individuals, successors, affiliates, and assigns.

This Agreement contains the entire agreement and understanding between the Parties with respect to the
subject matter hereof and supersedes and is in lieu of all prior and contemporaneous agreements,
understandings, inducements and conditions, expressed or implied, oral or written, of any nature whatsoever
with respect to the subject matter hereof. This Agreement may not be modified except in a writing signed
by each of the Parties.

If one or more of the provisions of this Agreement shall for any reason be held invalid, illegal or
unenforceable in any respect, such invalidity, illegality or unenforceability shall not affect or impair any
other provision of this Agreement, but this Agreement shall be construed as if such invalid, illegal or
unenforceable provision had not been contained herein.

The Parties agree to do such further acts and things and to execute and deliver such additional agreements
and instruments as any Party may reasonably require to consummate, evidence, or confirm the transactions
contemplated hereby.

This Agreement may be executed in counterparts, each of which shall be deemed an original, but all of
which together shall constitute but one document.
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IN WITNESS WHEREOF, the Parties have executed this Agreement as of the date first written above.

FRANCHISEE:

By:
Name:
Its:

FRANCHISE OWNERS:

Name:

Name:

Name:
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EXHIBIT "I"
TO DISCLOSURE DOCUMENT

STATE EFFECTIVE DATES

State Effective Dates

The following states have franchise laws that require that the Franchise Disclosure Document be
registered or filed with the state, or be exempt from registration: California, Hawaii, Illinois,
Indiana, Maryland, Michigan, Minnesota, New York, North Dakota, Rhode Island, South
Dakota, Virginia, Washington, and Wisconsin.

This document is effective and may be used in the following states, where the document is filed,
registered or exempt from registration, as of the Effective Date stated below:

State Effective Date

California
Hawaii
Illinois
Indiana
Maryland
Michigan
Minnesota
New York
North Dakota
Rhode Island
South Dakota
Virginia
Washington
Wisconsin

Other states may require registration, filing, or exemption of a franchise under other laws, such
as those that regulate the offer and sale of business opportunities or seller-assisted marketing
plans.
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EXHIBIT "J"
TO DISCLOSURE DOCUMENT
RECEIPTS

[See Attached]
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RECEIPT

This Disclosure Document summarizes certain provisions of the franchise agreement and other information in
plain language. Read this Disclosure Document and all agreements carefully.

If Boba Time, Inc. offers you a franchise, it must provide this Disclosure Document to you 14 days before you
sign a binding agreement or make a payment with the franchisor or an affiliate in connection with the proposed
franchise sale.

If Boba Time, Inc. does not deliver this Disclosure Document on time, or if it contains a false or misleading
statement or a material omission, a violation of federal and state law may have occurred and should be reported
to the Federal Trade Commission, Washington, DC 20580, and the appropriate state agency listed in EXHIBIT
"A" to this Disclosure Document.

The franchise seller(s) involved with the sale of this franchise is/are:
Eunice Unmi Pak; 701 S. Vermont Ave., Los Angeles, California 90005; (213) 251-0001
Taehoon Richard Jun; 701 S. Vermont Ave., Los Angeles, California 90005; (213) 251-0001

Daniel S. Heo; 701 S. Vermont Ave., Los Angeles, California 90005; (213) 251-0001

Issuance Date: March 10, 2022
Boba Time, Inc.’s agent to receive service of process is listed in EXHIBIT "B" to this Disclosure Document.
I received a Franchise Disclosure Document that included the following Exhibits:

EXHIBIT "A" State Agencies and Administrators
EXHIBIT "B" Agent for Service of Process

EXHIBIT "C" Franchise Agreement

EXHIBIT "D" Area Development Agreement
EXHIBIT "E" Table of Contents of the confidential Brand Standards Manual
EXHIBIT "F" List of Franchisees

EXHIBIT "G" Financial Statements of Boba Time, Inc.
EXHIBIT "H" Other Agreements

EXHIBIT "H"-1 State Addenda

EXHIBIT "H"-2  Franchisee Disclosure Questionnaire
EXHIBIT "H"-3  General Release

EXHIBIT "I" State Effective Dates
EXHIBIT "J" Receipts
Print Name
Date (Signature) Prospective Franchise Owner

(This Receipt should be executed in duplicate. One Receipt must be signed and remains in the Franchise Disclosure Document as the
prospective franchise owner’s copy. The other Receipt must be signed and returned to Boba Time, Inc.)
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RECEIPT

This Disclosure Document summarizes certain provisions of the franchise agreement and other information in
plain language.

Read this Disclosure Document and all agreements carefully. If Boba Time, Inc. offers you a franchise, it must
provide this Disclosure Document to you 14 days before you sign a binding agreement or make a payment with
the franchisor or an affiliate in connection with the proposed franchise sale.

If Boba Time, Inc. does not deliver this Disclosure Document on time, or if it contains a false or misleading
statement or a material omission, a violation of federal and state law may have occurred and should be reported
to the Federal Trade Commission, Washington, DC 20580, and the appropriate state agency listed in EXHIBIT
"A" to this Disclosure Document.

The franchise seller(s) involved with the sale of this franchise is/are:
Eunice Unmi Pak; 701 S. Vermont Ave., Los Angeles, California 90005; (213) 251-0001
Taehoon Richard Jun; 701 S. Vermont Ave., Los Angeles, California 90005; (213) 251-0001

Daniel S. Heo; 701 S. Vermont Ave., Los Angeles, California 90005; (213) 251-0001

Issuance Date: March 10, 2022
Boba Time, Inc.’s agent to receive service of process is listed in EXHIBIT "B" to this Disclosure Document.
I received a Franchise Disclosure Document that included the following Exhibits:

EXHIBIT "A" State Agencies and Administrators
EXHIBIT "B" Agent for Service of Process

EXHIBIT "C" Franchise Agreement

EXHIBIT "D" Area Development Agreement
EXHIBIT "E" Table of Contents of the confidential Brand Standards Manual
EXHIBIT "F" List of Franchisees

EXHIBIT "G" Financial Statements of Boba Time, Inc.
EXHIBIT "H" Other Agreements

EXHIBIT "H"-1 State Addenda

EXHIBIT "H"-2  Franchisee Disclosure Questionnaire
EXHIBIT "H"-3  General Release

EXHIBIT "I" State Effective Dates
EXHIBIT "J" Receipts
Print Name
Date (Signature) Prospective Franchise Owner

(This Receipt should be executed in duplicate. One Receipt must be signed and remains in the Franchise Disclosure Document as the
prospective franchise owner’s copy. The other Receipt must be signed and returned to Boba Time, Inc.)

Franchise Disclosure Document (2022)
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	To the Board of Directors Boba Time, Inc. Los Angeles, California 
	Opinion We have audited the accompanying financial statements of Boba Time, Inc. which comprise the balance sheet as of December 31, 2021, and the related statements of income, changes in shareholder's equity, and cash flows for the year then ended, and the related notes to the financial statements. In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position ofBoba Time, Inc. as of December 31, 2021, and the results of its operations and its ca
	INDEPENDENT AUDITORS' REPORT 
	Basis for Opinion We conducted our audits in accordance with auditing standards generally accepted in the United States of America (GAAS). Our responsibilities under those standards are further described in the Auditor's Responsibilities for the Audit of the Financial Statements section of our report. We are required to be independent of Boba Time, Inc. and to meet our other ethical responsibilities, in accordance with the relevant ethical requirements related to our audits. We believe that the audit eviden
	Responsibilities of Management for the Financial Statements Management is responsible for the preparation and fair presentation of the financial statements in accordance with accounting principles generally accepted in the United States of America, and for the design, implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial statements that are free from material misstatement, whether due to fraud or error. In preparing the financial statements, manag
	~ K Certified Public Accountants Accounta_n_c_y_G_r_o_u_p _____ 946_5_Ga-r-de_n_G_ro_ve_B_lv-d.-12-00-.-Ga-r-de_n_G_ro-ve-. C_A_92_844_1'._. 7-1-4.636-.9980--F.-. 7-14-.636-.9983-
	Auditor' s Responsibilities for the Audit of the Financial Statements 
	Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a guarantee that an audit conducted in accordance with generally accepted auditing standards will always detect a material misstatement when it exists. The risk of not detecting a mat
	Exercise professional judgment and maintain professional skepticism throughout the audit. Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error, and design and perform audit procedures responsive to those risks. Such procedures include examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements. Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are a
	We are required to communicate with those charged with governance regarding, among other matters, the planned scope and timing of the audit, significant audit findings, and certain internal 
	control related matters that we identified during the audit. JNK Accountancy Group, LLP 
	Garden Grove, California March 7, 2022 
	Boba Time, Inc. Balance Sheet December 31, 2021 
	Assets 
	Current assets 
	Current assets 
	Current assets 
	Current assets 

	Cash and cash equivalents 
	Cash and cash equivalents 
	$ 1,788,695 

	Accounts receivable 
	Accounts receivable 
	179,718 

	Receivable from related parties 
	Receivable from related parties 
	611,626 

	Debt securities available-for-sale 
	Debt securities available-for-sale 
	667,933 

	Equity investments with readily determinable fair value 
	Equity investments with readily determinable fair value 
	952,918 

	Prepaid 
	Prepaid 
	17,379 

	Total cmrent assets 
	Total cmrent assets 
	4,218,269 

	Noncurrent assets 
	Noncurrent assets 

	Property and equipment, net 
	Property and equipment, net 
	1,181,548 

	Intangible assets, net 
	Intangible assets, net 
	377,368 

	Other assets 
	Other assets 
	33,263 

	Total noncurrent assets 
	Total noncurrent assets 
	1,592,179 

	Total assets 
	Total assets 
	$ 5,810,448 



	Liabilities and shareholder's equity 
	Current liabilities 
	Current liabilities 
	Current liabilities 
	Current liabilities 

	Accrued expenses and others 
	Accrued expenses and others 
	$ 
	226,495 

	Deferred franchise fee income 
	Deferred franchise fee income 
	841,750 

	Legal settlement payable 
	Legal settlement payable 
	1,320,288 

	Retirement plan payable 
	Retirement plan payable 
	421,223 

	Loans payable 
	Loans payable 
	319,808 

	Total current liabilities 
	Total current liabilities 
	3,129,564 

	Noncurrent liabilities 
	Noncurrent liabilities 

	Loans payable (net of current portion) 
	Loans payable (net of current portion) 
	1,701,254 

	Total liabilities 
	Total liabilities 
	4,830,818 

	Shareholder's equity 
	Shareholder's equity 

	Common stock; 10,000,000 shares authorized and 
	Common stock; 10,000,000 shares authorized and 

	100,000 shares issued and outstanding 
	100,000 shares issued and outstanding 
	100,000 

	Accumulated other comprehensive income 
	Accumulated other comprehensive income 
	7,773 

	Retained earnings 
	Retained earnings 
	871,857 

	Total shareholder's equity 
	Total shareholder's equity 
	979,630 

	Total liabilities and shareholder's equity 
	Total liabilities and shareholder's equity 
	$ 
	5,810,448 



	See independent auditors' report and notes to the financial statements 
	Boba Time, Inc. Statement of Income For the Year Ended December 31, 2021 
	Revenue 
	Revenue 
	Revenue 
	Revenue 
	$ 
	10,020,568 

	Cost of goods sold 
	Cost of goods sold 
	1,414,301 

	Gross profit 
	Gross profit 
	8,606,267 

	Selling, general and administrative expenses 
	Selling, general and administrative expenses 
	6,548,890 

	Income from operations 
	Income from operations 
	2,057,377 

	Other income (expense), net Forgiveness of paycheck protection program Sick and family leave credit Custom print rebate Loss on disposal of assets Loss contingency -legal settlement Realized gain on equity investments with RDFV Dividend income Interest expenses (net of interest income $61) Total other expenses, net 
	Other income (expense), net Forgiveness of paycheck protection program Sick and family leave credit Custom print rebate Loss on disposal of assets Loss contingency -legal settlement Realized gain on equity investments with RDFV Dividend income Interest expenses (net of interest income $61) Total other expenses, net 
	261,800 11,517 26,054 (107,687) (1,320,288) 10,513 29,136 (81,038) (1,169,993) 

	Income before income tax provision 
	Income before income tax provision 
	887,384 

	Income tax provision 
	Income tax provision 
	9,524 

	Net income 
	Net income 
	$ 
	877,860 



	See independent auditors' report and notes to the financial statements 4 
	Boba Time, Inc. Statement of Changes in Shareholder's Equity For the Year Ended December 31, 2021 
	Common Stock 
	Accumulated Other Comprehensive Income 
	Accumulated Other Comprehensive Income 
	Retained Earnin~s* 
	Total Shareholder's Equity 
	Balance at beginning of the year 
	Balance at beginning of the year 
	Balance at beginning of the year 
	$ 
	100,000 
	$ 
	$ 
	891,310 
	$ 
	991,310 

	Unrealized gain 
	Unrealized gain 
	7,773 
	7,773 

	Distributions to shareholder 
	Distributions to shareholder 
	(897,313) 
	(897,313) 

	Net income 
	Net income 
	877,860 
	877,860 

	Balance at end of the year 
	Balance at end of the year 
	$ 
	100,000 
	$ 
	7,773 
	$ 
	871,857 
	$ 
	979,630 



	See independent auditors' report and notes to the financial statements 5 
	Boba Time, Inc. Statement of Cash Flows For the Year Ended December 31, 2021 
	Cash flows from operating activities 
	Cash flows from operating activities 
	Cash flows from operating activities 
	Cash flows from operating activities 

	Net income 
	Net income 
	$ 877,860 

	Adjustments to reconcile net income to cash provided by operating activities: 
	Adjustments to reconcile net income to cash provided by operating activities: 

	Amortization 
	Amortization 
	27,522 

	Depreciation 
	Depreciation 
	165,833 

	PPP loan forgiven 
	PPP loan forgiven 
	(261,800) 

	Loss on disposal of fixed assets 
	Loss on disposal of fixed assets 
	107,688 

	Unrealized gain on equity investment with RDFV 
	Unrealized gain on equity investment with RDFV 
	(12,708) 

	Changes in operating assets and liabilities: 
	Changes in operating assets and liabilities: 

	Accounts receivable 
	Accounts receivable 
	(153,676) 

	Receivable from related parties 
	Receivable from related parties 
	(103,296) 

	Prepaid 
	Prepaid 
	597 

	Other assets 
	Other assets 
	616 

	Accrued expenses and others 
	Accrued expenses and others 
	2,135 

	Deferred franchise fee income 
	Deferred franchise fee income 
	461,583 

	Legal settlement payable 
	Legal settlement payable 
	1,320,288 

	Retirement plan payable 
	Retirement plan payable 
	420,931 

	Net cash provided by operating activities 
	Net cash provided by operating activities 
	2,853,573 

	Cash flows from investing activities 
	Cash flows from investing activities 

	Purchases of property and equipment 
	Purchases of property and equipment 
	(130,899) 

	Acquisition of intangible assets 
	Acquisition of intangible assets 
	(8,316) 

	Proceeds from sale of equity investments with RDFV 
	Proceeds from sale of equity investments with RDFV 
	180,611 

	Purchases of equity investments with RDFV 
	Purchases of equity investments with RDFV 
	(1,051,750) 

	Purchases of debt securities available-for-sale 
	Purchases of debt securities available-for-sale 
	(457,163) 

	Net cash (used in) investing activities 
	Net cash (used in) investing activities 
	(1,467,517) 

	Cash flows from financing activities 
	Cash flows from financing activities 

	Proceeds from bank loans 
	Proceeds from bank loans 
	757,000 

	Repayments of bank loans 
	Repayments of bank loans 
	(959,135) 

	Distributions to shareholder 
	Distributions to shareholder 
	(897,313) 

	Net cash provided by financing activities 
	Net cash provided by financing activities 
	(1,099,448) 

	Net increase in cash and cash equivalents 
	Net increase in cash and cash equivalents 
	286,608 

	Cash and cash equivalents at beginning of the year 
	Cash and cash equivalents at beginning of the year 
	1,502,087 

	Cash and cash equivalents at end of the year 
	Cash and cash equivalents at end of the year 
	$ 1,788,695 

	Supplemental disclosures of cash flow infonnation: 
	Supplemental disclosures of cash flow infonnation: 

	Cash paid during the year for interest 
	Cash paid during the year for interest 
	$ 81,099 

	Cash paid during the year for income taxes 
	Cash paid during the year for income taxes 
	$ 26,700 



	See independent auditors' report and notes to the financial statements 
	Boba Time, Inc. Notes to Financial Statements December 31, 2021 
	NOTE 1-Reporting Entity Bob a Time, Inc. (the "Company") was organized in the State of California on September 15, 2011 and is owned by one individual. The Company principally engages in the developing and franchising of "It's Boba Time", cafes that serve juice, freshly prepared frnit-based beverages, snacks, and other food items through carry-out, delivery, and on-premises dining services. As of December 31, 2021, there were 84 executed franchise agreements, 47 franchised locations, and six locations owned
	Use of Estimates The preparation of the financial statements in conformity with generally accepted accounting principles in the United States of America requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and the disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues and costs and expenses during the reporting period. Actual results could differ from those estimates. Cash and Ca
	Boba Time, Inc. Notes to Financial Statements December 31, 2021 Property and Equipment Property and equipment are stated at cost less accumulated depreciation and accumulated impai1ment losses, if any. Depreciation is calculated on a straight-line basis over the following expected useful lives from the date on which they become fully operational and after taking into account their estimated residual values. The estimated useful lives used for financial statements purposes are: 
	Software 
	Software 
	Software 
	Software 
	3 years 

	Equipment 
	Equipment 
	5 years 

	Furniture and fixtures 
	Furniture and fixtures 
	7 years 

	Leasehold improvement 
	Leasehold improvement 
	15 years 



	Maintenance and repairs are charged to expense when incurred, while capital expenditures that enhance the value or materially extend the useful life of the related assets are capitalized and reflected as additions to property and equipment. When assets have been retired or sold, the cost and related accumulated depreciation are removed from the accounts and any resulting gain or loss is recognized in the other income (expense) section of the statement of operations. Goodwill and Intangible Assets The Compan
	Level 1 -inputs are unadjusted quoted market prices in active independent markets for identical assets and liabilities; 
	Boba Time, Inc. Notes to Financial Statements December 31, 2021 
	Level 2 -inputs are directly or indirectly observable estimates from quotes for similar but not identical assets and liabilities, market trades for identical assets not actively traded, or other external independent means; Level 3 -inputs are unobservable and reflect assumptions on the part of the reporting entity. 
	The following table sets forth information about the level within the fair value hierarchy at which the Company's financial instrument is measured, on a recurring basis, on December 31, 2021: 
	Adjusted Cost 
	Adjusted Cost 
	Unrealized Gain (Loss} 
	Fair Value 
	Short-term 
	Long-term
	Level 1: 
	Level 1: 
	Level 1: 

	Cash 
	Cash 
	$ 1,788,694 
	$ 
	-$ 1,788,694 
	$ 1,788,694 
	$ 

	equivalents 
	equivalents 

	Equity 
	Equity 
	940,186 
	12,732 
	952,918 
	952,918 

	investment w/ 
	investment w/ 

	RDFV 
	RDFV 

	Debt securities 
	Debt securities 
	660,160 
	7,773 
	667,933 
	667,933 

	AFS 
	AFS 

	Level 2: 
	Level 2: 

	NIA 
	NIA 

	Level 3: 
	Level 3: 

	Receivable 
	Receivable 
	791,344 
	791,344 
	791,344 

	Loans payable 
	Loans payable 
	(2,021,062} 
	(2,021, 0622 
	(319,808} 
	(1,701,254} 

	Total 
	Total 
	$ 2,159,322 
	$ 20,505 
	$ 2,179,827 
	$ 3,881,081 
	$ 
	(1,701,254) 



	The carrying amounts of the Company's cash and cash equivalents, accounts receivable, security deposits, accounts payable and accrued expenses approximated their fair values due to their short­term nature. Revenue Recognition The Company recogmzes revenue under F ASB, ASC 606 "Revenue from Contracts with Customers. The Company applies a five-step approach in determining the amount and timing of revenue to be recognized: (1) identifying the contract with a customer, (2) identifying the performance obligation
	Boba Time, Inc. Notes to Financial Statements December 31, 2021 The Company generates revenue by establishing franchises and collecting related franchise fees, such as initial franchise fees, royalties, marketing and other miscellaneous fees. The Company recognizes revenue once the underlying performance obligations have been satisfied. Initial franchise fees received from a franchisee to establish a new franchise are recognized as deferred revenue on the Company's balance sheet. The initial franchise fees 
	Statement of income 
	As adof!ted 
	Under legacy GAAP 
	Imf!act 
	Revenue: 
	Revenue: 
	Revenue: 
	Revenue: 

	Marketing fund income 
	Marketing fund income 
	$ 1,089,620 
	$ 799,524 
	$ 290,096 

	Expense: 
	Expense: 

	Brand and marketing development 
	Brand and marketing development 
	799,524 
	799,524 

	Net income impact 
	Net income impact 
	$ 290,096 
	$ 
	-$ 290,096 

	Shareholder's equity 
	Shareholder's equity 

	Common stock 
	Common stock 
	$ 100,000 
	$ 100,000 
	$ 

	Accumulated other comprehensive income 
	Accumulated other comprehensive income 
	7,773 
	7,773 

	Retained earnings, beginning 
	Retained earnings, beginning 
	891,310 
	641,975 
	249,335 

	Distribution to shareholder 
	Distribution to shareholder 
	(897,313) 
	(897,313) 

	Net income 
	Net income 
	877,860 
	587,764 
	290,096 

	Total shareholder's equity 
	Total shareholder's equity 
	$ 979,630 
	$ 440,199 
	$ 539,431 



	10 
	Boba Time, Inc. Notes to Financial Statements December 31, 2021 Proceeds from the sale of gift cards are recorded as deferred revenue and recognized as revenue when the gift card is redeemed by the customers. Other fees are recognized as revenue for the various performance obligations completed. Impairment of Long-Lived Assets Long-lived assets, other than goodwill and acquisition-related intangible assets, are reviewed for impairment whenever events or changes in circumstances indicate that the carrying am
	11 
	Boba Time, Inc. Notes to Financial Statements December 31, 2021 Advertising The Company expenses advertising costs as they are incurred. Advertising expenses for the year ended December 31, 2021, was $10,358. Recent Accounting Standards In June 2016, the FASB issued ASU No. 2016-13, "Measurement of Credit Losses on Financial Instruments", which modifies the measurement of expected credit losses of certain financial instruments in Topic 326. The updated standard adopts a current expected credit loss (CECL) m
	12 
	Boba Time, Inc. Notes to Financial Statements December 31, 2021 Other pronouncements issued by the F ASB or other authoritative accounting standards groups with future effective dates are either not applicable or are not expected to be significant to the Company's financial statements. NOTE 4-Property, Equipment and Intangible, Net Property and equipment, net consists of the following: 
	Furniture and fixtures 
	Furniture and fixtures 
	Furniture and fixtures 
	Furniture and fixtures 
	$ 
	503,795 

	Equipment 
	Equipment 
	182,963 

	Vehicle 
	Vehicle 
	44,555 

	Leasehold improvement 
	Leasehold improvement 
	1,015,228 

	Software 
	Software 
	2,000 

	(less) accumulated depreciation 
	(less) accumulated depreciation 
	(566,993) 

	Total property and equipment, net 
	Total property and equipment, net 
	$ 
	1,181,548 



	Intangible assets, net consists of the following: 
	Trademark 
	Trademark 
	Trademark 
	Trademark 
	$ 
	3,400 

	Loan fee 
	Loan fee 
	12,820 

	Good will 
	Good will 
	153,864 

	Covenant not to compete 
	Covenant not to compete 
	240,000 

	(less) accumulated amortization 
	(less) accumulated amortization 
	(32,716) 

	Total intangible, net 
	Total intangible, net 
	$ 
	377,368 



	Depreciation and amo1tization expenses for the year ended December 31, 2021 were$ 165,833 and$ 27,522, respectively. NOTE 5-Lease and Commitment The Company leases office space for their headquarters in Los Angeles California and also leases spaces for retail stores through 2027. Most of the leases are subject to 3% annual increases with various options to extend the leases. The lease agreement for the headquarter location in Los Angeles is scheduled to be terminated on March 31, 2022 due to a condominium c
	13 
	Boba Time, Inc. Notes to Financial Statements December 31, 2021 Minimum lease payments for the next five years and thereafter are as follows: 
	Year ended December 31, 
	Year ended December 31, 
	Year ended December 31, 
	Year ended December 31, 

	2022 
	2022 
	$ 
	510,047 

	2023 
	2023 
	533,606 

	2024 
	2024 
	476,900 

	2025 
	2025 
	365,148 

	2026 and thereafter 
	2026 and thereafter 
	228,108 

	Total 
	Total 
	$ 
	2,113,809 



	Total rent expense for the year ended December 31, 2021, amounted to$ 562,275. NOTE 6-Accrued Expense and Others Accrued expense and others consist of the following: 
	Credit card payable 
	Credit card payable 
	Credit card payable 
	Credit card payable 
	$ 
	8,558 

	Accrued expenses 
	Accrued expenses 
	80,659 

	Accrued wages and salaries 
	Accrued wages and salaries 
	29,071 

	Payroll taxes payable 
	Payroll taxes payable 
	20,516 

	Gift card advance 
	Gift card advance 
	85,127 

	Uniform payable 
	Uniform payable 
	2,446 

	Sales tax payable 
	Sales tax payable 
	118 

	Total accrued expenses and others 
	Total accrued expenses and others 
	$ 
	226,495 



	NOTE 7-PPP Loan On April 22, 2020, The Company received loan proceeds from the Small Business Administration (SBA) in the amount of $261,800, pursuant to the Paycheck Protection Program ("PPP") established as part of the Coronavirus Aid, Relief and Economic Security Act ("CARES Act"), provides for loans to qualifying businesses for amounts up to 2. 5 times the average monthly payroll expenses of the qualifying business. The PPP loan and accrued interest were forgivable after twenty-four weeks, as long as th
	Boba Time, Inc. Notes to Financial Statements December 31, 2021 Loan matures in September of 2026 and carries a variable interest rate starting at 0.75% margin over Wall Street Journal (WSJ) Prime rate, which was 3.25% per annum as of December 31, 2021. The First Loan's outstanding principal balance as of December 31, 2021 was $633,343. The Company entered into the second loan agreement with Bank of Hope on October 2020, for the amount of $530,000. This loan matures in October of 2027 and carries a variable
	Year ended December 31, 
	Year ended December 31, 
	Year ended December 31, 
	Year ended December 31, 

	2022 
	2022 
	$ 
	291,758 

	2023 
	2023 
	304,902 

	2024 
	2024 
	316,211 

	2025 
	2025 
	323,399 

	2026 
	2026 
	301,769 

	Thereafter 
	Thereafter 
	454,973 

	Total 
	Total 
	$ 
	1,993,012 



	15 
	Boba Time, Inc. Notes to Financial Statements December 31, 2021 NOTE 9-Line of Credit The Company has obtained a bank credit facility which permits for borrowing ofup to $1,000,000 from Bank of Hope. Borrowings under the line of credit bear interest at a variable rate based on WSJ Prime rate. The interest rate on the line of credit was at 0.75% margin over WSJ Prime rate. This credit facility expires in September 2022 and renews annually. The Company classifies the borrowing as a current liability. Total bo
	Royalty 
	Royalty 
	Royalty 
	Royalty 
	$ 
	2,627,281 

	Administrative income 
	Administrative income 
	323,986 

	Initial franchise fee 
	Initial franchise fee 
	50,917 

	Store sales 
	Store sales 
	5,574,925 

	Marketing income 
	Marketing income 
	1,089,620 

	Others 
	Others 
	353,839 

	Total revenue 
	Total revenue 
	$ 
	10,020,568 



	NOTE 12-Retirement Plan The Company sponsors a defined contribution retirement plan under Section 401(k) of the Internal Revenue Code. The plan provides tax-deferred salary contribution for eligible employees. The eligible employees may defer up to 100% of their compensation on a pre-tax basis up to the maximum threshold for elective deferral each year. Federal law limits the amount that may be deferred under the plan per yearup to $19,500 ($26,000 for an employee who is at age 50 or over) 16 
	Boba Time, Inc. Notes to Financial Statements December 31, 2021 for the year 2021. This benefit is only available for the employees at headquarter. The Company may make a voluntary matching contribution to the employees at its own discretion. The Company's matching contributions are vested over a six-year period. The company's total matching contributions to the plan was approximately $45,512 for the year ended December 31, 2021. The Company also has a defined benefit combo plan that includes cash balance p
	Purchase from B2B Time, Inc. 
	Purchase from B2B Time, Inc. 
	Purchase from B2B Time, Inc. 
	Purchase from B2B Time, Inc. 
	$ 
	95,380 

	Loan receivable from B2B Times, Inc. 
	Loan receivable from B2B Times, Inc. 
	$ 
	490,000 

	Purchase from J & U Corporation 
	Purchase from J & U Corporation 
	$ 
	480 

	Loan receivable from J & U Corporation 
	Loan receivable from J & U Corporation 
	$ 
	113,330 



	17 
	Boba Time, Inc. Notes to Financial Statements December 31, 2021 NOTE 15-Income Taxes The Company has elected to be taxed as a S-Corporation under the provision of the Internal Revenue Code (and comparable California statues) and to have its net taxable income or loss (except for certain capital gain transactions) reported by its shareholder. Had the Company not made such an election, the provisions for income taxes would have increased by approximately $416,000 for the year ended December 31, 2021. Under AS
	18 
	J ~ K Certified Public Accountants Accounta-n-cy_G_r_o_u_p ____ 946_5_G_ar-de_n_Gr-ov_e_B_lvd-.12-00-. G-a-rd-en-G-ro-ve-. C_A_92_844_1'._. 7-14-.636-.9980--F.-7-14-.636-.-9983-
	INDEPENDENT AUDITORS' REPORT ON THE SUPPLEMENTARY INFORMATION To the Board of Directors Boba Time, Inc. Los Angeles, California Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole. The Supplementary Information is presented for purposes of additional analysis and is not a required part of the financial statements. Such information is the responsibility of management and was derived from and relates directly to the underlying accounting and other records used 
	to the financial statements as a whole. JNK Accountancy Group, LLP 
	Garden Grove, California March 7, 2022 
	19 
	Boba Time, Inc. Schedule of Selling, General and Administrative Expenses For the Year Ended December 31, 2021 
	Selling, general and administrative expenses 
	Selling, general and administrative expenses 
	Selling, general and administrative expenses 
	Selling, general and administrative expenses 

	Advertising 
	Advertising 
	$ 
	10,358 

	Auto 
	Auto 
	56,726 

	Amortization expenses 
	Amortization expenses 
	27,522 

	Bank charge 
	Bank charge 
	5,920 

	Brand and marketing development 
	Brand and marketing development 
	799,524 

	Commission 
	Commission 
	290,998 

	Depreciation 
	Depreciation 
	165,833 

	Dues and subscriptions 
	Dues and subscriptions 
	2,103 

	Employee benefit 
	Employee benefit 
	190 

	Insurance 
	Insurance 
	121,092 

	Legal and professional 
	Legal and professional 
	350,700 

	Licenses and permits 
	Licenses and permits 
	8,360 

	Meals and ente1tainment 
	Meals and ente1tainment 
	45,135 

	Office expenses 
	Office expenses 
	42,585 

	Other taxes 
	Other taxes 
	8,142 

	Payroll taxes 
	Payroll taxes 
	269,103 

	POS system fee 
	POS system fee 
	20,913 

	Research and development 
	Research and development 
	3,934 

	Rent 
	Rent 
	562,275 

	Repairs and maintenance 
	Repairs and maintenance 
	53,854 

	Retirement plan 
	Retirement plan 
	466,734 

	Salaries and wages 
	Salaries and wages 
	3,061,608 

	Supplies 
	Supplies 
	2,116 

	Telephone 
	Telephone 
	19,756 

	Travel 
	Travel 
	32,866 

	Utilities 
	Utilities 
	120,543 

	Total selling, general and administrative expenses 
	Total selling, general and administrative expenses 
	$ 
	6,548,890 



	See independent auditors' report on the supplementary information 20 
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	To the Board of Directors Boba Time, Inc. Los Angeles, California 
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	INDEPENDENT AUDITORS' REPORT 
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	Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a guarantee that an audit conducted in accordance with generally accepted auditing standards will always detect a material misstatement when it exists. The risk of not detecting a mat
	Exercise professional judgment and maintain professional skepticism throughout the audit. Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error, and design and perform audit procedures responsive to those risks. Such procedures include examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements. Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are a
	We are required to communicate with those charged with governance regarding, among other matters, the planned scope and timing of the audit, significant audit findings, and certain internal 
	control related matters that we identified during the audit. .TNK Accountancy Group, T.T.P 
	Garden Grove, California April 16, 2021 
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	Boba Time, Inc. Balance Sheet December 31, 2020 Assets 
	Current assets 
	Current assets 
	Current assets 
	Current assets 

	Cash and cash equivalents 
	Cash and cash equivalents 
	$ 1,502,087 

	Debt securities available-for-sale 
	Debt securities available-for-sale 
	202,997 

	Equity investments with readily determinable fair value 
	Equity investments with readily determinable fair value 
	69,071 

	Receivable from related party 
	Receivable from related party 
	508,330 

	Accounts receivable 
	Accounts receivable 
	26,042 

	Prepaid 
	Prepaid 
	17,976 

	Total current assets 
	Total current assets 
	2,326,503 

	NoncmTent asset~ 
	NoncmTent asset~ 

	Property and equipment, net 
	Property and equipment, net 
	1,324,170 

	Intangible asset, net 
	Intangible asset, net 
	393,174 

	Other assets 
	Other assets 
	37,279 

	Total noncurrent assets 
	Total noncurrent assets 
	1,754,623 

	Total assets 
	Total assets 
	$ 4,081,126 



	Liabilities and shareholder's equity 
	Current liabilities 
	Current liabilities 
	Current liabilities 
	Current liabilities 

	Accrued expenses and others 
	Accrued expenses and others 
	$ 453,264 

	Payro II liabilities 
	Payro II liabilities 
	79,776 

	Payroll tax payable 
	Payroll tax payable 
	70,600 

	Loans payable 
	Loans payable 
	982,018 

	Sales tax payable 
	Sales tax payable 
	1,179 

	Total current liabilities 
	Total current liabilities 
	1,586,837 

	Noncurrent liabilities 
	Noncurrent liabilities 

	Marketing and advertising trust fund 
	Marketing and advertising trust fund 
	249,335 

	Loans payable (net of current portion) 
	Loans payable (net of current portion) 
	1,091,179 

	SBA loan -EIDL 
	SBA loan -EIDL 
	150,000 

	SBA loan -PPP 
	SBA loan -PPP 
	261,800 

	Total noncurrent liabilities 
	Total noncurrent liabilities 
	1,752,314 

	Total liabilities 
	Total liabilities 
	3,339,151 

	Shareholder's equity 
	Shareholder's equity 

	Common stock; 10,000,000 shares authorized and 
	Common stock; 10,000,000 shares authorized and 

	100,000 shares issued and outstanding 
	100,000 shares issued and outstanding 
	100,000 

	Retained earnings 
	Retained earnings 
	641,975 

	Total shareholder's equity 
	Total shareholder's equity 
	741,975 

	Total liabilities and shareholder's equity 
	Total liabilities and shareholder's equity 
	$ 4,081,126 
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	Boba Time, Inc. Statement of Changes in Shareholder's Equity For the Year Ended December 31, 2020 
	Common Stock 
	Common Stock 
	Retained Earnings 
	Total Shareholder's Eguit:y 
	Balance at beginning of the year 
	Balance at beginning of the year 
	Balance at beginning of the year 
	$ 
	100,000 
	$ 
	797,192 
	$ 
	897,192 

	Distributions to shareholder 
	Distributions to shareholder 
	(206,515) 
	(206,515) 

	Net income 
	Net income 
	51,298 
	51,298 

	Balance at end of the year 
	Balance at end of the year 
	$ 
	100,000 
	$ 
	641,975 
	$ 
	741,975 
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	Boba Time, Inc. Statement oflncome For the Year Ended December 31, 2020 
	Revenue 
	Revenue 
	Revenue 
	Revenue 
	$ 
	3,848,528 

	Cost of goods sold 
	Cost of goods sold 
	466,720 

	Gross profit 
	Gross profit 
	3,381,808 

	Selling, general and administrative expenses 
	Selling, general and administrative expenses 
	3,281,057 

	Income from operations 
	Income from operations 
	100,751 

	Other income (expense), net Unrealized gain on equity investments with RDFV Economic injury disaster loan (EIDL) grant Sick and family leave credit Interest expenses (net of interest income $64 7) Total other expenses, net 
	Other income (expense), net Unrealized gain on equity investments with RDFV Economic injury disaster loan (EIDL) grant Sick and family leave credit Interest expenses (net of interest income $64 7) Total other expenses, net 
	36 10,000 4,967 {62,8292 (47,826) 

	Income before income tax provision 
	Income before income tax provision 
	52,925 

	Income tax provision 
	Income tax provision 
	1,627 

	Net income 
	Net income 
	$ 
	51,298 
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	Boba Time, Inc. Statement of Cash Flows For the Year Ended December 31, 2020 Cash flows from operating activities 
	Net income 
	Net income 
	Net income 
	Net income 
	$ 51,298 

	Adjustments to reconcile net income to cash provided by operating activities: 
	Adjustments to reconcile net income to cash provided by operating activities: 

	Amortization 
	Amortization 
	5,194 

	Depreciation 
	Depreciation 
	153,411 

	Unrealized gain on equity investment with RDFV 
	Unrealized gain on equity investment with RDFV 
	(36) 

	Changes in operating assets and liabilities: 
	Changes in operating assets and liabilities: 

	Accounts receivable 
	Accounts receivable 
	8,727 

	Receivable from related parties 
	Receivable from related parties 
	190,000 

	Prepaid 
	Prepaid 
	(17,976) 

	Olht:r usst:ls 
	Olht:r usst:ls 
	(8,316) 

	Accrued expenses and others 
	Accrued expenses and others 
	384,534 

	Marketing and advettising trust fund 
	Marketing and advettising trust fund 
	106,025 

	Payroll liabilities 
	Payroll liabilities 
	79,776 

	Payroll tax payable 
	Payroll tax payable 
	70,600 

	Sales tax payable 
	Sales tax payable 
	1,179 

	Net cash provided by operating activities 
	Net cash provided by operating activities 
	1,024,416 

	Cash flows from investing activities 
	Cash flows from investing activities 

	Purchases of property and equipment 
	Purchases of property and equipment 
	(549,801) 

	Acquisition of intangible assets 
	Acquisition of intangible assets 
	(398,368) 

	Purchases of equity investments with RDFV 
	Purchases of equity investments with RDFV 
	(69,035) 

	Purchases of debt securities available-for-sale 
	Purchases of debt securities available-for-sale 
	(202,997) 

	Net cash (used in) investing activities 
	Net cash (used in) investing activities 
	(1,220,201) 

	Cash flows from financing activities 
	Cash flows from financing activities 

	Proceeds from SBA loan -PPP 
	Proceeds from SBA loan -PPP 
	261,800 

	Proceeds from SBA loan -EIDL 
	Proceeds from SBA loan -EIDL 
	150,000 

	Proceeds from bank loans 
	Proceeds from bank loans 
	1,629,661 

	Repayments of bank loans 
	Repayments of bank loans 
	(624,038) 

	Distributions to shareholder 
	Distributions to shareholder 
	(206,515) 

	Net cash provided by financing activities 
	Net cash provided by financing activities 
	1,210,908 

	Net increase in cash and cash equivalents 
	Net increase in cash and cash equivalents 
	1,015,123 

	Cash and cash equivalents at beginning of the year 
	Cash and cash equivalents at beginning of the year 
	486,964 

	Cash and cash equivalents at end of the year 
	Cash and cash equivalents at end of the year 
	$ 1,502,087 

	Supplemental disclosures of cash flow information: 
	Supplemental disclosures of cash flow information: 

	Cash paid during the year for interest 
	Cash paid during the year for interest 
	$ 63,476 

	Cash paid during the year for income taxes 
	Cash paid during the year for income taxes 
	$ 
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	Boba Time, Inc. Notes to Financial Statements December 31, 2020 NOTE 1-Reporting Entity Bob a Time, Inc. (the "Company") was organized in the State of California on September 15, 2011 and is owned by one individual. The Company principally engages in the developing and franchising of "It's Boba Time", cafes that serve juice, freshly prepared fruit-based beverages, snacks, and other food items through carry-out, delivery, and on-premises dining services. As of December 31, 2020, there were 69 executed franch
	NOTE 2-Basis of Preparation The accompanying financial statements have been prepared in accordance with the accounting principles generally accepted in the United States of America ("U.S. GAAP"). NOTE 3-Summary of Significant Accounting Policies Use of Estimates The preparation of the financial statements in confonnity with generally accepted accounting principles in the United States of America requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities 
	Boba Time, Inc. Notes to Financial Statements December 31, 2020 Cash and Cash Equivalents Cash and cash equivalents are carried at cost and represent cash on hand, demand deposits placed with banks or other financial institutions, and all highly liquid investments with an original maturity of three months or less of the purchase date of such investments. Accounts Receivable and Allowance for Doubtful Account Accounts receivable consists primarily of amounts due to the Company from its franchisees for initia
	Software 
	Software 
	Software 
	Software 
	3 years 

	Equipment 
	Equipment 
	5 years 

	Furniture and fixtures 
	Furniture and fixtures 
	7 years 

	Leasehold improvement 
	Leasehold improvement 
	15 years 



	Maintenance and repairs are charged to expense when incurred, while capital expenditures that enhance the value or materially extend the useful life of the related assets are capitalized and reflected as additions to property and equipment. When assets have been retired or sold, the cost and related accumulated depreciation are removed from the accounts and any resulting gain or loss is recognized in the other income (expense) section of the statement of operations. Goodwill and Intangible Assets The Compan
	Boba Time, Inc. Notes to Financial Statements December 31, 2020 test will be performed. As of December 31, 2020, the Company determined that there was no triggering event that would otherwise require the impairment test. Fair Value Measm·ements of Assets and Liabilities The Company measures its financial and non-financial assets and liabilities, as well as makes related disclosures, in accordance with FASB ASC No. 820, Fair Value Measurements, which provides guidance with respect to valuation techniques to 
	Level 1 -inputs are unadjusted quoted market prices in active independent markets for identical assets and liabilities; Level 2 -inputs are directly or indirectly observable estimates from quotes for similar but not identical assets and liabilities, market trades for identical assets not actively traded, or other exiernal independent means; Level 3 -inputs are unobservable and reflect assumptions on the part of the reporting entity. 
	The following table sets forth information about the level within the fair value hierarchy at which the Company's financial instrument is measured, on a recurring basis, on December 31, 2020: 
	Adjusted Cost 
	Adjusted Cost 
	Unrealized Gain (Loss) 
	Fair Value 
	Short-termInvestment
	Long-term Investment 
	Level 1: 
	Equity 
	Equity 
	Equity 
	$ 
	69,035 
	$ 
	36 
	$ 
	69,071 
	$ 
	69,071 
	$ 

	investment wl 
	investment wl 

	RDFV 
	RDFV 

	Debt securities 
	Debt securities 
	202,997 
	220,997 
	220,997 

	AFS 
	AFS 

	Level 2: 
	Level 2: 

	NIA 
	NIA 

	Level 3: 
	Level 3: 

	NIA 
	NIA 

	Total 
	Total 
	$ 
	272,032 
	$ 
	36 
	$ 
	272,068 
	$ 
	272,608 
	$ ----
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	Boba Time, Inc. Notes to Financial Statements December 31, 2020 The carrying amounts of the Company's cash and cash equivalents, accounts receivable, security deposits, accounts payable and accrued expenses approximated their fair values due to their short­tem1 nature. 
	Revenue Recognition The Company recogmzes revenue under F ASB, ASC 606 "Revenue from Contracts with Customers. The Company applies a five-step approach in dete1mining the amount and timing of revenue to be recognized: (1) identifying the contract with a customer, (2) identifying the pcrfonnancc obligations in the contract, (3) detem1ining the transaction price, ( 4) allocating the transaction price to the performance obligations in the contract and (5) recognizing revenue when the performance obligation is 
	Boba Time, Inc. Notes to Financial Statements December 31, 2020 operations, impairment losses are only recorded if the asset's carrying amount is not recoverable through its undiscounted probability-weighted future cash flows. Measurement of the impairment losses is based on the difference between the carrying amount and estimated fair value. No impai1ment loss on long-lived assets was recognized during the year ended December 31, 2020. Investments The Company classifies its investments into two categories:
	Boba Time, Inc. Notes to Financial Statements December 31, 2020 model that requires financial institutions to immediately record the full amount of expected credit losses in their loan portfolios, instead of waiting until the losses qualify as "probable." The FASB expects the shift to the CECL model to produce more timely and relevant information. The ASU is effective for nonpublic companies for fiscal years beginning after December 15, 2022. The Company is evaluation the potential effect of the guidance on
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	Boba Time, Inc. Notes to Financial Statements December 31, 2020 measure equity investments without readily determinable fair values at cost with adjustments for observable changes in price or impairments. The cumulative-effect adjustment included any previously held unrealized gains and losses held in AOCI related to its equity investments catTied at fair value as well as the impact of recording the fair value of ce1iain equity investments catried at cost. The impact on the Company's financial statements up
	Furniture and fixtures 
	Furniture and fixtures 
	Furniture and fixtures 
	Furniture and fixtures 
	$ 
	506,058 

	Equipment 
	Equipment 
	313,452 

	Leasehold improvement 
	Leasehold improvement 
	908,223 

	Software 
	Software 
	27,000 

	(less) accumulated depreciation 
	(less) accumulated depreciation 
	(430,563) 

	Total property and equipment, net 
	Total property and equipment, net 
	$ 
	1,324,170 



	Loan fee 
	Loan fee 
	Loan fee 
	Loan fee 
	$ 
	4,504 

	Good will 
	Good will 
	153,864 

	Covenant not to compete 
	Covenant not to compete 
	240,000 

	(less) accumulated amortization 
	(less) accumulated amortization 
	(5,194) 

	Total intangible, net 
	Total intangible, net 
	$ 
	393,174 



	Depreciation and amortization ell.'Penses for the year ended December 31, 2020 were $153,411 and $5,194, respectively. 
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	Boba Time, Inc. Notes to Financial Statements December 31, 2020 NOTE 5-Lease and Commitment The Company leases office space for their headquarters in Los Angeles California and also leases spaces for retail stores through 2027. Most of the leases are subject to 3% annual increases with various options to extend the leases. Total rent expense for the year ended December 31, 2020 amounted to $309,009. Minimum lease payments for the nell.1: five years and afterwards are as follows: Year ended December 31, 
	2021 
	2021 
	2021 
	2021 
	$ 
	454,862 

	2022 
	2022 
	422,470 

	2023 
	2023 
	435,227 

	2024 
	2024 
	355,011 

	2025 
	2025 
	323,412 

	TI1ereafter 
	TI1ereafter 
	226,882 

	Total 
	Total 
	$ 
	2,217,863 



	NOTE 6-Accrued Expense and Others Accrned expense of$453,264 consists of the following: 
	Credit card 
	Credit card 
	Credit card 
	Credit card 
	$ 
	23,685 

	Accrned expenses 
	Accrned expenses 
	23,417 

	Advanced franchise fee 
	Advanced franchise fee 
	380,167 

	Advanced gift card 
	Advanced gift card 
	23,952 

	Uniform payable 
	Uniform payable 
	1,751 

	Pension payable 
	Pension payable 
	292 

	Total accrued expenses and others 
	Total accrued expenses and others 
	$ 
	453,264 



	NOTE 7-PPP Loan Payable On April 22, 2020, The Company received loan proceeds from the Small Business Administration (SBA) in the amount of $261,800, pursuant to the Paycheck Protection Progran1 ("PPP") established as part of the Corona virus Aid, Relief and Economic Security Act ("CARES Act"). The loan may be forgiven, in whole or in part, if used for eligible expenditures such as payroll and other expenses described in the CARES Act. Once the loan is, in part or wholly, forgiven and legal release is recei
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	Boba Time, Inc. Notes to Financial Statements December 31, 2020 in monthly installments of principal and interest over 24 months beginning either the date that SBA remits the borrower's loan forgiveness or 10 months after the end of the borrower's loan forgiveness covered period if the borrower does not apply for loan forgiveness. The management expects a full forgiveness of PPP loan once a forgiveness application is submitted and, therefore, elects to classify the entire outstanding balance as a noncurrent
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	Boba Time, Inc. Notes to Financial Statements December 31, 2020 Loans payable maturities, excluding PPP loan, during the next five years and thereafter are as follows: Year ended December 31, 
	2021 
	2021 
	2021 
	2021 
	$ 
	196,968 

	2022 
	2022 
	206,584 

	2023 
	2023 
	216,175 

	2024 
	2024 
	223,856 

	2025 
	2025 
	227,311 

	111ereafter 
	111ereafter 
	367,253 

	Totnl 
	Totnl 
	$ 
	1,438,147 



	NOTE 10-Line of Credit The Company has obtained a bank credit facility which permits for borrowing ofup to $1,000,000 from Bank of Hope. Borrowings under the line of credit bear interest at a variable rate based on WSJ Prime rate. The interest rate on the line of credit was at 0.75% margin over WSJ Prime rate. This credit facility expires in September 2021. The Company classifies the borrowing as a current liability. Total borrowing against the line was $785,050 as of December 31, 2020. NOTE 11-Receivable f
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	Boba Time, Inc. Notes to Financial Statements December 31, 2020 Revenue by category consists of the following for the year ended December 31, 2020: 
	Royalty 
	Royalty 
	Royalty 
	Royalty 
	$ 
	1,676,545 

	Administrative income 
	Administrative income 
	315,931 

	Initial franchise fee 
	Initial franchise fee 
	9,833 

	Store sales 
	Store sales 
	1,796,219 

	Others 
	Others 
	50,000 

	Total revenue 
	Total revenue 
	$ 
	3,848,528 



	NOTE 13-Retirement Plan The Company sponsors a defined contribution retirement plan under Section 40l(k) of the Internal Revenue Code. The plan provides tax-deferred salary contribution for eligible employees. The eligible employees may defer up to 100% of their compensation on a pre-tax basis up to the maximum threshold for elective deferral each year. Federal law limits the amount that may be deferred under the plan per year up to $19,500 ($26,000 for a employee who is at age 50 or over) for the year 2020
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	Boba Time, Inc. Notes to Financial Statements December 31, 2020 As patt of the normal course of business, the Company purchases restaurant supplies and ingredients from its related parties, B2B Time, Inc and J & U Corporation. As of December 31, 2020, and for the year then ended, the Company's related patty trai1sactions are summarized as follows: 
	Purchase from B2B Time, Inc. 
	Purchase from B2B Time, Inc. 
	Purchase from B2B Time, Inc. 
	Purchase from B2B Time, Inc. 
	$ 
	53,198 

	Loan receivable from B2B Times, Inc 
	Loan receivable from B2B Times, Inc 
	$ 
	395,000 

	Purchase from J & U Corporation Loan receivable from J & U Corporation 
	Purchase from J & U Corporation Loan receivable from J & U Corporation 
	$ $ 
	6,260 113,330 



	NOTE 16-Subsequent Ennts In accordance with ASC Topic 855-10, the Company has evaluated its operations subsequent to December 31, 2020 to the date the financial statements were issued. The Company does not have any material subsequent events to disclose in these financial statements other than the following: The Company executed four franchise agreements with a franchisee in Southern California on various days before the issuance of the report, and collected a total of $130,000 of initial franchise fees. 
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	INDEPENDENT AUDITORS' REPORT ON THE SUPPLEMENTARY INFORMATION To the Board of Directors Boba Time, Inc. Los Angeles, California Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole. The Supplementary Information is presented for purposes of additional analysis and is not a required part of the financial statements. Such information is the responsibility of management and was derived from and relates directly to the underlying accounting and other records used 
	to the financial statements as a whole. JNK Accountancy Group, LLP 
	Garden Grove, California April 16, 2021 
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	Boba Time, Inc. Schedule of Selling, General and Administrative Expenses For the Year Ended December 31, 2020 Selling, general and administrative expenses 
	Advertising 
	Advertising 
	Advertising 
	Advertising 
	$ 
	30,932 

	Auto 
	Auto 
	51,484 

	Amortization expenses 
	Amortization expenses 
	5,194 

	Bank charge 
	Bank charge 
	693 

	Commission 
	Commission 
	52,395 

	Depreciation 
	Depreciation 
	153,411 

	Dues and subscriptions 
	Dues and subscriptions 
	380 

	Employee benefit 
	Employee benefit 
	42,713 

	Insurance 
	Insurance 
	60,930 

	Legal and professional 
	Legal and professional 
	52,588 

	Licenses and permits 
	Licenses and permits 
	11,969 

	Meals and entertainment 
	Meals and entertainment 
	11,857 

	Office expenses 
	Office expenses 
	66,344 

	Other taxes 
	Other taxes 
	11,121 

	Payroll taxes 
	Payroll taxes 
	145,944 

	POS system fee 
	POS system fee 
	59,072 

	Research and development 
	Research and development 
	7,197 

	Rent 
	Rent 
	309,009 

	Repairs and maintenance 
	Repairs and maintenance 
	26,888 

	Salaries and wages 
	Salaries and wages 
	1,944,017 

	Supplies 
	Supplies 
	133,564 

	Telephone 
	Telephone 
	20,357 

	Travel 
	Travel 
	16,078 

	Utilities 
	Utilities 
	66,920 

	Total selling, general and administrative expenses 
	Total selling, general and administrative expenses 
	$ 
	3,281,057 
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	INDEPENDENT AUDITORS' REPORT 
	To the Board of Directors Boba lime, Inc. Los Angeles, California 
	Repott on Financial Statements 
	We have audited the accompanying financial statements of Boba Time, Inc., which comprise the balance sheet as of December 31, 2019, and the related statements of income and retained earnings and cash flows for the year then ended, and the related notes to the financial statements. Management's Responsibility for the Financial Statements Management is responsible for the preparation and fair presentation of these fin an ci al statements in accordance with accounting principles generally accepted in the Unite
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	CERTIFIED PUBLIC ACCOUNTANTS AND ADVISORS T.J.phoae: 8l8.6U.H76 Fa: 818.459.6961 ~AaclrH11: P.O.&c 185 ~,CA91021 -.ldd.cam 
	of t~e entity's internal control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of significant accounting estimates made by management, as well as evaluating the overall presentation of the financial statements. We l:>elieve that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion. Opinion In our opinion, the financial statements referred to above present
	BOBA TIME, INC. BALANCE SHEET DECEMBER 31, 2019 ASSETS 
	BOBA TIME, INC. BALANCE SHEET DECEMBER 31, 2019 ASSETS 
	Current assets: Cash Due from escrow on sale of retail store Current portion of loans receivable to related party 
	Current assets: Cash Due from escrow on sale of retail store Current portion of loans receivable to related party 
	Current assets: Cash Due from escrow on sale of retail store Current portion of loans receivable to related party 
	$ 
	486,964 34,769 250,000 

	Total current assets 
	Total current assets 
	771,733 

	Other assets: Net property and equipment Other assets Loans to related parties 
	Other assets: Net property and equipment Other assets Loans to related parties 
	$ 
	927,780 28,963 448,330 

	TR
	1,405,073 

	Total assets 
	Total assets 
	$ 
	2,176,806 



	LIABILITIES AND STOCKHOLDER'S EQUITY 
	Current liabilities: Marketing and advertising trust fund Accrued expenses Bank credit facility Current maturities of long-term debt 
	Current liabilities: Marketing and advertising trust fund Accrued expenses Bank credit facility Current maturities of long-term debt 
	Current liabilities: Marketing and advertising trust fund Accrued expenses Bank credit facility Current maturities of long-term debt 
	Current liabilities: Marketing and advertising trust fund Accrued expenses Bank credit facility Current maturities of long-term debt 
	$ 
	143,310 68,730 213,278 100,656 

	Total current liabilities 
	Total current liabilities 
	$ 
	525,974 

	Long-te1m debt 
	Long-te1m debt 
	753,640 

	Stockholder's equity: Common stock; 10,000,000 shares authorized 100,000 shares issued and outstanding Retained earnings 
	Stockholder's equity: Common stock; 10,000,000 shares authorized 100,000 shares issued and outstanding Retained earnings 
	100,000 797,192 

	Total stockholder's equity 
	Total stockholder's equity 
	897,192 

	Total liabilities and stockholder's equity 
	Total liabilities and stockholder's equity 
	$ 
	2,176,806 
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	BOBA TIME, INC. STATEMENT OF INCOME AND RETAINED EARNINGS YEAR ENDED DECEMBER 31, 2019 
	Revenues: Retail store sales Less: cost of sales 
	Revenues: Retail store sales Less: cost of sales 
	Revenues: Retail store sales Less: cost of sales 
	Revenues: Retail store sales Less: cost of sales 
	$ 
	1,175,810 (377,857) 

	Net retail store sale revenues 
	Net retail store sale revenues 
	797,953 

	Franchising and royalty fees Administrative and other income 
	Franchising and royalty fees Administrative and other income 
	1,701,635 316,255 

	Net revenues 
	Net revenues 
	2,815,843 

	Operating expenses 
	Operating expenses 
	2,543,477 

	Income from operations 
	Income from operations 
	272,366 

	Other income (expense): Interest income Interest expense 
	Other income (expense): Interest income Interest expense 
	19,931 (109,942) 

	Total other (expense) 
	Total other (expense) 
	(90,01 l) 

	Income before income taxes 
	Income before income taxes 
	182,355 

	Provision for income taxes 
	Provision for income taxes 
	3,000 

	Net income 
	Net income 
	179,355 

	Retained earnings -beginning of year 
	Retained earnings -beginning of year 
	766,879 

	Distributions to stockholder 
	Distributions to stockholder 
	(149,042) 

	Retained earnings -end of year 
	Retained earnings -end of year 
	$ 
	797,192 
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	BOBA TIME, INC. STATEMENT OF CASH FLOWS YEAR ENDED DECEMBER 31, 2019 
	Cash flows provided by operating activities: 
	Cash flows provided by operating activities: 
	Cash flows provided by operating activities: 
	Cash flows provided by operating activities: 

	Net income 
	Net income 
	$ 179,355 

	Adjustments to reconcile net income to net cash 
	Adjustments to reconcile net income to net cash 

	provided by (used in) operating activities: 
	provided by (used in) operating activities: 

	Bad bebts -related party 
	Bad bebts -related party 
	90,000 

	Depreciation and amortization 
	Depreciation and amortization 
	81,264 

	Decrease in assets: 
	Decrease in assets: 

	Other assets 
	Other assets 
	139,281 

	Increase (decrease) in liabilities: 
	Increase (decrease) in liabilities: 

	Marketing and advertising trust fund 
	Marketing and advertising trust fund 
	1,335 

	Accrued expenses 
	Accrued expenses 
	(30,005) 

	Net cash provided by operating activities 
	Net cash provided by operating activities 
	$ 461,230 

	Cash flows provided by (used in) investing activities: 
	Cash flows provided by (used in) investing activities: 

	Acquisitions of property and equipment 
	Acquisitions of property and equipment 
	(61,716) 

	Due from escrow 
	Due from escrow 
	188,440 

	Decrease in loans to related parties 
	Decrease in loans to related parties 
	(104,824) 

	Net cash provided by investing activities 
	Net cash provided by investing activities 
	21,900 

	Cash flows (used in) financing activities: 
	Cash flows (used in) financing activities: 

	Payments on long-term debt 
	Payments on long-term debt 
	(90,464) 

	Net change in bank line of credit 
	Net change in bank line of credit 
	(86,722) 

	Distrubtions to stockholder 
	Distrubtions to stockholder 
	(149,042) 

	Net cash (used in) financing activities 
	Net cash (used in) financing activities 
	(326,228) 

	Increase in cash 
	Increase in cash 
	156,902 

	Cash-begi1ming of year 
	Cash-begi1ming of year 
	330,062 

	Cash-end of year 
	Cash-end of year 
	$ 486,964 



	See accompanying notes and independent auditors' report. 5 
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	BOBA TIME, INC. NOTES TO FINANCIAL STATEMENTS DECEMBER 31, 2019 
	1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
	This summary of significant accounting policies is presented to assist the reader in understanding and evaluating the financial statements. The preparation of financial statements in confonnity with generally accepted accounting principles requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts ofrevenues and expenses during the reporti
	6 
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	BOBA TIME, INC. NOTES TO FINANCIAL STATEMENTS DECEMBER 31, 2019 ( continued) 
	1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) Property and Equipment Plant, property and equipment are stated at cost. Depreciation is provided by the straight-line method over the useful lives of the related assets, which is three to fifteen years. Income Taxes The Company's stockholder has elected to be taxed as an S-corporation and therefore the corporation incurs no Federal tax liability. Accordingly, any income or losses are taxed directly to the individual stockholder and the Company incur
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	BOBA TIME, INC. NOTES TO FINANCIAL STATEMENTS DECEMBER 31, 2019 ( continued) 
	l. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 1. identify the contract( s) with a customer; 2. identify the perfonnance obligation in the contract; 3. detem1ine the transaction price; 4. allocate the transaction price to the performance obligations in the contract; and 5. recognize revenue when (or as) the entity satisfies a performance obligation. The Company will adopt the New Revenue Standard in 2020 using the modified retrospective method. Such method provides that the cumulative effect from
	8 
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	BOBA TIME, INC. NOTES TO FINANCIAL STATEMENTS DECEMBER 31, 2019 ( continued) 
	2. PROPERTY AND EQUIPMENT Property and equipment consist of the following: 
	Equipment 
	Equipment 
	Equipment 
	Equipment 
	$ 
	219,147 

	Furniture and fixtures 
	Furniture and fixtures 
	458,607 

	Leasehold improvements 
	Leasehold improvements 
	462,623 

	Autos 
	Autos 
	44,555 

	Website and systems 
	Website and systems 
	20,000 

	TR
	1,204,932 

	Less: accumulated depreciation 
	Less: accumulated depreciation 

	and amortization 
	and amortization 
	(277,152) 

	TR
	$ 
	927,780 



	3. LOANS TO RELATED PARTIES All of the loans have been made to three companies that are owned by the stockholder. The loans are unsecured without interest. As is not known when these loans will be repaid, they have been classified as 11011-cuITent on the accompanying balance sheet. During 2019, $90,000 of a loan to a related party was forgiven by the Company. 4. BANK LINE OF CREDIT The Company has obtained a bank credit facility which permits for boJTowings of up to $1,000,000, with interest payable monthly
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	BOBA TIME, INC. NOTES TO FINANCIAL STATEMENTS DECEMBER 31, 2019 ( continued) 
	5. LONG-TERM DEBT A summary of long-term debt is as follows: 
	Note payable to bank, secured by substantially all assets of the 
	Note payable to bank, secured by substantially all assets of the 
	Note payable to bank, secured by substantially all assets of the 
	Note payable to bank, secured by substantially all assets of the 

	Company. 
	Company. 
	Due in monthly installments 
	of approximately 

	$12,200 including interest at .75% above the Wall Street 
	$12,200 including interest at .75% above the Wall Street 

	Journal prime index rate (5.50% as of December 31, 2019) 
	Journal prime index rate (5.50% as of December 31, 2019) 

	maturing in September 2026. 
	maturing in September 2026. 
	$ 824,961 

	Note payable, secured by auto, due in monthly installments of 
	Note payable, secured by auto, due in monthly installments of 

	approximately $550 including interest at 3.74% per annum due 
	approximately $550 including interest at 3.74% per annum due 

	through October 2024 
	through October 2024 
	29,335 

	Less cmTent maturities 
	Less cmTent maturities 
	854,296 

	TR
	(100,656) 

	Long-term debt 
	Long-term debt 
	$ 753,640 

	Maturities oflong-term debt is as follows: 
	Maturities oflong-term debt is as follows: 

	Year ending 
	Year ending 

	December 31, 
	December 31, 

	2020 
	2020 
	$ 100,656 

	2021 
	2021 
	114,722 

	2022 
	2022 
	120,830 

	2023 
	2023 
	127,315 

	2024 
	2024 
	134,036 

	TI1ereafter 
	TI1ereafter 
	256,737 

	TR
	$ 854,296 



	5. LEASE COMMITMENTS/RELATED PARTY TRANSACTIONS The Company leases office space for their headquarters in Los Angeles California and also leases spaces for retail spaces through 2026. Some of the leases are subject to 3% annual increases, and also have various options to extend the leases. Included is a lease for a store that was sold during the year that the buyer assumed. However, the Company is still responsible for this lease and it is therefore included in the lease schedule below. Total rent expense f
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	BOBA TIME, INC. NOTES TO FINANCIAL STATEMENTS DECEMBER 31, 2019 ( continued) 
	5. LEASE COMMITMENTS/RELATED PARTY TRANSACTIONS (continued) One of their retail spaces is leased to them by a partnership that is owned in part by the stockholder of the Company. Rent paid to this entity amounted to approximately $59,000 forthe year ended December 31, 2019. Minimum lease payments under the leases are as follows: 
	Year ending December 31, 
	2020 
	2020 
	2020 
	2020 
	$ 
	223,884 

	2021 
	2021 
	179,964 

	2022 
	2022 
	179,964 

	2023 
	2023 
	179.964 

	2024 
	2024 
	179,964 

	1l1ereafter 
	1l1ereafter 
	254.056 

	TR
	$ 
	1,197,796 



	6. RETIREMENT PLAN The Company sponsors a defined contribution retirement plan (the Plan) under section 40l(k) of the Internal Revenue Code, covering substantially all employees who have one year of continuous service and are at least 21 years old. The Company may make a voluntary match of at its discretion. The Company's contributions are vested over a six-year period. Total Company contributions to the plan were approximately $45,000 for the year ended December 31, 2019. 7. CONTIGENCIES The Company is cur
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	BOBA TIME, INC. NOTES TO FINANCIAL STATEMENTS DECEMBER 31, 2019 ( continued) 
	8. SUBSEQUENT EVENTS During the first quarter of 2020, Coronavirus Disease (COVID-19) has begun causing major disruptions to the economy. The financial impacts to the Company will likely result in significantly reduced revenues for at least the first quarter of 2020, and possibly beyond. Management is monitoring the situation closely and expects to make needed changes to its operations should circumstances warrant in order to mitigate any negative long-term financial impacts on the Company. The Company has 
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