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La Salsa Franchise, LLC, offers franchuses for the operation of quick service “taqueria” restaurants at
specified locations selling a limited menu featuring fresh high quahty Mexican-style food products, soft drinks and
related 1items to the public under the trade name La Salsa®

We offer 5 franchise programs

Program Inihal Investment Amount Paid to Franchisor or an
Affiliate

Single Restaurant Program $448,950 - $750,040 $60,250

3 Restaurant Purchase Program $1,296,350 - $2,199,620 $130,250

Area Development Program (a | $2,203,750 - $3,709,200 $260,250

minimum of 5 Restaurants)

Purchase Program (Operating or | $420,450 to $2,172,950 $372,250 to $2,085,250

Turnkey Restaurant)

Express  Restaurant Program | $207,050 to $487,450 $35,250

(Captive Market Location)

This Disclosure Document summarizes certamn provisions of your Franchise Agreement and other
information m plain Enghish Read the Disclosure Document and all accompanying agreements carefully You must
recerve this Disclosure Document at least 14 calendar days before you sign a binding agreement with, or make any
payments to the Franchisor, or an affihate, in connection with the proposed franchise sale Note, however, that no
government agency has venfied the information contained n this document

You may wish to receive your Disclosure Document 1n another format that 1s more converuent for you To
discuss the availability of disclosures in different formats, contact our Chief Executive Officer, Charles Rink, 320
Commerce, Suite 100, Irvine, Califorrua 92602

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

Buying a franchise 1s a complex investment The information in this Disclosure Document can help you make
up your mind More information on franchising, such as “ A Consumer s Guide to Buying a Franchise”, whuch can help
you understand how to use this Disclosure Document 1s available from the Federal Trade Commussion (“FTC”) You
can contact the FTC at 1-877-FTC-HELP or by writing to the FTC at 600 Pennsylvarua Avenue, N W, Washington, D C
20580 You can also visit the FTC’s home page at www ftc gov for additional information

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

THE ISSUANCE DATE OF THIS DISCLOSURE DOCUMENT IS JULY 13, 2016, AS AMENDED ON
SEPTEMBER 19, 2016
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STATE COVER PAGE

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

Call the state franchise admunustrator hsted on Exhibit N for information about the franchisor or about
franchising in your state

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

Please consider the following RISK FACTORS before you buy this Franchise

1 THE INITIAL TRAINING AGREEMENT, FRANCHISE AGREEMENT, EXPRESS RESTAURANT
FRANCHISE AGREEMENT, AREA DEVELOPMENT AGREEMENT AND ASSET PURCHASE AGREEMENT
REQUIRE THE FRANCHISEE/DEVELOPER/BUYER TO RESOLVE DISPUTES WITH LA SALSA FRANCHISE,
LLC, BY MEDIATION IN ORANGE COUNTY, CALIFORNIA AND ARBITRATION ONLY IN LOS ANGELES,
CALIFORNIA OUT OF STATE MEDIATION/ARBITRATION MAY FORCE YOU TO ACCEPT A LESS
FAVORABLE SETTLEMENT FOR DISPUTES IT MAY ALSO COST MORE TO PARTICIPATE IN A
MEDIATION/ARBITRATION PROCEEDING WITH LA SALSA FRANCHISE, LLC, IN CALIFORNIA THAN IN
YOUR HOME STATE

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

3 THE FRANCHISE AGREEMENT REQUIRES ALL PRESENT AND FUTURE OWNERS OF A 10%
OR MORE, DIRECTLY OR INDIRECTLY, IN THE AGGREGATE, OF THE EQUITY OR YOUR VOTING RIGHTS,
INCLUDING SPOUSES (AND FAMILY MEMBERS WHO LIVE IN THE SAME HOUSEHOLD) AND AFFILIATES
TO SIGN A WRITTEN GUARANTEE OF PAYMENT AND PERFORMANCE OF OBLIGATIONS UNDER THE
FRANCHISE AGREEMENT THIS REQUIREMENT PLACES THE PERSONAL ASSETS OF OWNERS, SPOUSES
AND FAMILY MEMBERS AT RISK

4 YOU ARE NOT GRANTED AN EXCLUSIVE TERRITORY UNDER THE FRANCHISE
AGREEMENT
5 IF THE FRANCHISE AGREEMENT IS TERMINATED DUE TO YOUR DEFAULT UNDER THE

FRANCHISE AGREEMENT YOU MUST PAY US A LIQUIDATED DAMAGES FEE EQUAL TO TWO TIMES THE
ROYALTY FEES PAID (OR IF UNPAID, PAYABLE) DURING THE TWELVE (12) MONTHS IMMEDIATELY
PRECEDING THE EFFECTIVE DATE OF TERMINATION

6 THERE MAY BE OTHER RISKS CONCERNING THIS FRANCHISE

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

SEE THE NEXT PAGE FOR STATE EFFECTIVE DATES
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STATE EFFECTIVE DATES
The following states require that the Franchise Disclosure Documents be registered or filed with the state or be
exempt from registration California, Hawan, Illinoss, Indiana, Maryland, Michigan, Mmnesota, New York, North
Dakota, Rhode Island, South Dakota, Virginia, Washington and Wisconsin.

This disclosure document 1s registered, on file or exempt from registration i the following state having franchise
registration and disclosure laws, with the following effective date

California. July 25, 2016, as amended on

In all other states, the effective date of this Disclosure Document 1s the ssuance date of July 13, 2016 as amended on
September 19, 2016
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ITEM1
THE FRANCHISOR, AND ANY PARENTS, PREDECESSORS AND AFFILIATES

La Salsa Franchise, LLC

La Salsa Franchise, LLC, a Delaware himited hability company (° LSF ), was organized on May 10, 2007,
and 1s the franchisor for La Salsa® Fresh Mexican Grill Restaurants (a La Salsa® Restaurant and “La Salsa®
Restaurants ) which feature fresh, high quality authentic Mexican-style food products To simplify the language
in this Disclosure Document, “LSF,” we” and wus’ means La Salsa Franchise, LLC  You” or Franchisee
means the busmess entity, person or persons who sign the Franchuse Agreement As noted below, LAS
Acqusition, LLC, a Delaware himited hiability company (‘LAS Acquisition ), was orgamzed on May 1, 2007, and
owns and operates La Salsa® Fresh Mexican Grill Restaurants which are referred to in this Disclosure Document
as ‘ company-owned Restaurants

LSF’s Parents, Predecessors and Affiliates

From January 1988 to January 2006, franchises'for La Salsa Restaurants were offered by La Salsa Franchuse,
Inc , which was a wholly-owned subsidiary of La Salsa, Inc (“LSI”) La Salsa Franchise, Inc was merged into LSI
In January 2006 La Salsa Franchise, Inc s predecessors began operating La Salsa Restaurants in 1979 LSI 1s a
Delaware corporation incorporated on January 23, 1992 LSI s predecessor, La Salsa Holding, Inc, was merged
mto LSI 1n July 1999 LSl 1s a wholly-owned subsidiary of Santa Barbara Restaurant Group, Inc (“SBRG”), a
Delaware corporation mncorporated on October 26, 1989 On March 1, 2002, SBRG became a wholly-owned
subsidiary of CKE Restaurants, Inc (" CKR"), a Delaware corporation incorporated in March 1994 CKR s affiliates
are Carl Karcher Enterprises, Inc ( CKE ‘), Hardee s Food Systems, Inc (“HFS ) and HED, Inc (“HED ) CKE1s
a Califorraa corporation incorporated on February 7, 1966 HED sold and distributed most approved items of
equipment used 1n La Salsa Restaurants, Carl s Jr Restaurants, Carl’s Jr /Green Burrito Dual Concept Restaurants
and Hardee’s Restaurants The principal business address of LSI, SBRG, CKR, CKE, HFS and HED 1s 6307
Carpentaria Avenue, Suite A, and Carpentaria, California 93013

On July 16, 2007, LAS Acquisition, a Delaware limited lLiability company orgamized on May 1, 2007,
acquired all of the outstanding shares of LSI and all of its franchise assets from SBRG and all of the franchise
assets were assigned to us The principal business address of LAS Acquisition 1s 320 Commerce, Suite 100, Irvine,
Califorrua 92602 Neither LSF nor LAS Acquisition are related to LSI, SBRG, CKR, CKE, HFS or HED 1n any way

Neither LSF nor LAS Acquisition has ever offered franchuses for sale in this or any other line of business
However, LAS Acquisition 1s a wholly-owned subsidiary of BF Acquisition Holdings, LLC, a Delaware limited
liability company orgamized on October 25, 2006 (‘' BFAH ) BFAH 1s the owner of Triune LLC, a California
limited liabihty company that was organized on September 29, 2009 (“Triune LLC"), the franchisor for Baja
Fresh® Mexican Grill Restaurants and the successor-in-interest to Triune Corporation, a Califorrua corporation
(' Triune ) which was incorporated on May 15,1991 BFAH 1s the owner of Fresh Enterprises, LLC, a California
limited hiability company that was orgarized on September 29, 2009 ( ‘Fresh Enterprises, LLC’), the owner and
operator of Baja Fresh® Mexican Grill Restaurants and the successor-in-interest to Fresh Enterprises, Inc, a
California corporation (“Fresh Enterpnses, Inc ) which was mncorporated on April 30, 1997 Triune, Inc and
Fresh Enterprises, Inc were part of a company reorgaruzation that took place in October 2009 which resulted in
the formation of their successors-m-interest, Triune, LLC and Fresh Enterprises LLC, and the dissolution of
Triune Corporation and Fresh Enterprises, Inc Baja Fresh® Mexican Grill Restaurants also feature fresh, hugh
quality Mexican-style food products The principal business address for Fresh Enterprises, LLC, and Triune, LLC
1s 320 Commerce, Suite 100, Irvine, Califorria 92602

Neither Fresh Enterprises nor Triune has ever offered franchuses for sale m any other line of business
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The LA SALSA® Franchise

The La Salsa® franchuse (the “Franchise”) 1s an owner-developed and operated fast-food restaurant
business that sells fresh, high quality Mexican-style food products from Restaurants which are identified by
certain trade names, service marks and trademarks, such as ‘La Salsa® " (the "Marks"), which 1s a registered
trademark and service mark, and uses a System of food production and restaurant operating techmques which
are hcensed to you and 1dentify the franchised restaurant with the La Salsa® reputation for quality and service
The La Salsa® System also includes our operating methods and business practices, our relationships with our
franchisees, the mnterior and exterior designs we have developed for La Salsa® Restaurants, and other items of
trade dress, our specifications for equipment, fixtures and uniforms, our defined product offermngs, recipes,
preparation methods and specified pricing and promotions, our ownership restrictions, standard operating and
admunustrative procedures and management and technucal tramming programs, and our marketing and public
relations programs You will sell all, and only, the fresh, high quality, Mexican-style food products, soft drinks
and other 1tems that are part of the La Salsa® standard menu and that appeal to the appetites of children and
adults La Salsa® Restaurants provide fast service, having on-premuses eating facilities as well as offering take out
service Each La Salsa® Franchisee 1s metially individually tramned by us in restaurant operations and has available
ongoing assistance from us throughout the term of the Franchise

We offer 5 separate Franchise programs in this Disclosure Document, though we may not necessarily
allow you the opporturuty to purchase under all of these programs

Single Franchise Program Under this program, you will sign a Francluse Agreement (Exhibit B) to operate a
new single traditional 1,300 - 1,800 square foot La Salsa® restaurant (individually a Traditional Restaurant” and
collectively Traditional Restaurants”) at a location which you choose and which we accept (the Franchised
Location )

3 Restaurant Purchase Program Under this program, you will sign 3 Franchise Agreements (Exhibit B) to
operate 3 Traditional Restaurants at 3 Franchised Locations for a discounted Imtial Franchise Fee for each
Restaurant Franchise

Area Development Program Under this program, we assign a defined area within whach you, as area developer
(’Area Developer’ ), must develop and operate a mimumum of 5 of La Salsa® Restaurants within a specified period
of ime The development area may be one city, one or more counties, or some other defined geographic area
You will sign an Area Development Agreement (Exhibit C), which will describe your development area and your
development schedule and obligations For each La Salsa® Restaurant you open under the Area Development
Agreement, promptly after our acceptance of the site for the Restaurant, you will sign a separate Franchise
Agreement on our then current form, after we accept the site for the La Salsa® Restaurant, which form of Franchise
Agreement may be different than the form of Franchise Agreement included 1n this Disclosure Document Our
current form of Area Development Agreement provides that the Irutial Franchise Fee payable for each Franchse
Agreement signed under the Area Development Agreement will be $50,000 These payments will remain constant
even if in the future we charge a higher Initial Franchuse Fee to new franchisees

Purchase Program Under this program, you, as buyer ( Buyer '), will purchase a company-owned Operating
Restaurant from LAS Acquisition In erther case, you will sign an Asset Purchase Agreement (Exhibit D) with
LAS Acquisition to acquire the assets of the Restaurant (the “Asset Purchase Agreement’) and will sign a
Franchise Agreement with us to operate the Restaurant when you purchase the assets of the Restaurant If you
purchase an Operating Restaurant, you will also sign an Addendum to Franchise Agreement for Purchase of
Operating Restaurant in the form attached as Exhibit K (the Purchase Addendum’) that will change certain
terms of the Franchise Agreement to apply to an Operating Restaurant

Express Restaurant Program Under this program, you will sign an ‘Express Restaurant Franchise Agreement’
(Exhibat E) to operate an 800 - 1,200 square foot La Salsa® Restaurant (an “Express Restaurant’) at a captive
market location (the “Express Restaurant Franchised Location ") which you choose and which we accept Captive
market locations include hotels and motels, casinos stadiums, arenas, airports, train stations, bus stations, Indian
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reservations, colleges and universites, recreational theme park, schools, hospitals, military and other
governmental facilities, office or m-plant food service facilities, shopping mall food courts operated by a master
concessionaire, grocery stores, supermarkets or any sunilar captive market location. The Express Restaurant
Franchise Agreement will identify the larger building (‘ Facility ’) in which the Express Restaurant will be located
as well as the Express Restaurant Franchised Location All references mn this Disclosure Document to an  Express
Restaurant or an ‘Express Restaurant Franchised Location refer only to your operation of that portion of the
Facility which 1s occupied by the La Salsa® Restaurant

Under each of our 5 Franchise programs, Franchisees (Area Developers under an Area Development
Program or Buyer under a Purchase Program) may be individuals or entities which meet our then current
requirements for non-individual franchisees (or Area Developers) These requirements may include the signing
of personal guarantees (Exhibit I} by some or all of the individuals holding an equity interest in the Franchusee
(Area Developer or Buyer) In addition, you, and each affilate who has a currently effective Franchuse Agreement
with us, must sign a General Release (Exhibit H) as a condition to entering into a new Franchise Agreement

If you are signing your Franchise Agreement for the renewal of an existing Franchise (a Renewal
Franchise”), some of the terms of the new Franchise Agreement may be modified or different from the terms of
the existing Franchise Agreement

Unless the context of this Disclosure Document indicates or infers otherwise, any reference to ‘Franchise
m this Disclosure Document will include a Franchise for a Traditional Restaurant and an Express Restaurant, any
reference to Franchise Agreement” in this Disclosure Document will include a Franchise Agreement for a
Traditional Restaurant and an Express Restaurant Franchise Agreement for an Express Restaurant, any reference
to Restaurant” in this Disclosure Document will mclude a Traditional Restaurant and an Express Restaurant and
any reference to a “Franchised Location’ in this Disclosure Document will include an Express Restaurant
Franchised Location

Catering Services If you desire to offer off-premises catering of La Salsa® food products and beverages (' Catering
Services ') from your Restaurant, you and we will execute a Catering Addendum (Exhibit ]) to the Franchise
Agreement, which will govern your offer of Catering Services from the Restaurant through our centralized
catering program (the ‘ Catering Program ') In addition to food and beverages, you may offer delivery, delivery
and set up, chafing dish set up with or without servers, equipment rental and/or execution of event and tear
down (" Additional Services ') to your catering customers

Competition The typical La Salsa® Traditional Restaurant 1s on a major thoroughfare or in/or adjacent to a
retail/shopping center You will compete 1n the fast-food business with various established independent local
restaurants and regional or national chain outlets specializing in Mexican-style food, both fast take-out service
and full service, including Baja Fresh® Mexican Grill Restaurants owned and operated by LAS Acquisition, and
franchisees of Triune, as well as with other restaurants and take-out facilities selling all kinds of food or other
specialty foods, including well-estabhished national chain outlets and local businesses and other La Salsa®
Restaurants, both franchise and company-operated outlets Many restaurants specialize in fresh, high qualty
Mexican style food products and competition n the restaurant business 1n general and the fast-food mdustry in
particular 1s intense Typically, restaurant and fast food businesses operate year round, so sales are not seasonal

Effecthve as of September 9 2016, Kahala Brands’ parent company, MTY Franchising USA, a Delaware
corporation, entered into an agreement to purchase all outstanding membership interests of BFAH, including the
nghts to franchise the Baja Fresh® and La Salsa Mexican Grill® brands If the closing and regulatory conditions
are sapisfied, the transaction 1s expected to close on or before October 31, 2016 Kahala Brands or 1ts affihated
companies offer unit and/or multi-unut franchises for 18 other food service brands under separate disclosure
documents, including for the Mucho Burrito, TacoTime and America’s Taco Shop®brands As of December 31,
2015, there were 2 Mucho Burnto restaurants (both franchised), 144 Taco Time restaurants (all franchused) and 10
America s Taco Shop restaurants (5 franchised and 5 company-owned) in the United States You will compete
with Mucho Burrito, Taco Time and America’s Taco Shop restaurants owned and operated by Kahala Brands or
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its affiliated comparues and their franchisees  Kahala Brands or 1its affihated companies have 1n the past offered,
but are currently not offering, area representative franchises for any of its brands, but may do so agamn in the
future

Special Industry Regulation You must comply with all local, state, and federal laws that apply to your
Restaurant including health, sanutation, no smoking, EEOC, OSHA, discrimmation, employment, and sexual
harassment laws The Americans with Disability Act of 1990 requires readily accessible accommodation for
disabled people and therefore may affect your buillding construction, site elements, entrance ramps, doors,
seating, bathrooms, drinking facilities, etc You must obtain all required real estate permuts, licenses and
operational licenses Cabforria and other states and local jurisdictions have enacted laws, rules, regulations and
ordinances which may apply to the operation of your Restaurant, including those which (a) establish general
standards, specifications and requirements for the construction, design and maintenance of the Restaurant
premuses, (b) regulate matters affecting the health, safety and welfare of your customers such as general health
and sarutation requirements for restaurants, employee practices concerrung the storage, handhing, cooking and
preparation of food, restrichons on smoking, availability of and requirements for public accommodations,
including restrooms, (c)set standards pertaining to employee health and safety, (d) set standards and
requirements for fire safety and general emergency preparedness, (€) govern the use of vending machines,
(f) control the sale of alcoholic beverages, and (g) regulate the proper use, storage and disposal of waste,
msecticides, and other hazardous materials You must comply with all menu and menu board labeling laws and
rules requiring restaurant operators to disclose certain calorie or other nutritional information about the foods
they sell, including, for example, the FDA’s Nutntion Labeling of Standard Menu Items mn Restaurants and Simular
Food Establishments Rule The Health Care Reform Bills that became law in March 2010 contain provistons that
require disclosure of nutrition and calorie information 1n chains of more than 20 restaurants Califorrua law
requires each food facihity that meets specified criteria (which cover franchused outlets with at least 19 other
franchised outlets with the same name among certain other food facilities) to provide nutritional information that
mcludes, per standard menu itemn, the total number of calories, grams of saturated fat, grams of trans fat, and
mulligrams of sodium and to have menu boards to include the total number of calories Other states and cities
may have laws smmular to these laws You should consult with your attorney concerning these and other local laws
and ordinances that may affect your Restaurant You should mmvestigate whether there are regulations and
requirements that may apply 1in the geographic area in which you are interested in locating your Franchise and
should consider both therr effect and cost of comphance

The Payment Card Industry Data Security Standard ("PCI DSS") requires that all companues that process, store,
or transmut credit or debit card information mamntain a secure environment PCI DSS applies to all organizations
or merchants, regardless of size or number of transactions, that accepts, transmuts or stores any cardholder data

ITEM 2
BUSINESS EXPERIENCE

President and Chief Executive Officer Charles Rink

Mr Rink became our Chief Executive Officer on March 30, 2012 On March 30, 2012, Mr Rink also became
the Chief Executive Officer of Canyons Burger Operations, LLC and Canyons Burger Franchising, LLC, the
operator and franchisor, respectively, of Canyons Burger Restaurants in Irvine, Californta On March 30, 2012,
Mr Rink also became the Chief Executive Officer of Triune LLC, the franchisor of Baja Fresh Mexican Grill
Restaurants in Irvine, Califorria and LAS Acquisition, LLC Mr Rink became the President of Fresh Enterprises,
LLC, successor-mn-interest to Fresh Enterprises, Inc 1n Irvine, Califorrua in January 2008

Chief Financial Officer Robert Gonda

Mr Gonda became our Chief Financial Officer in February 2011 In February 2011, Mr Gonda also became
the Chief Financial Officer of Canyons Burger Operations, LLC and Canyons Burger Franchising, LLC, the
operator and franchisor, respectively, of Canyons Burger Restaurants in Irvine, Califorrua In February 2011, Mr
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Gonda also became the Chief Fmancial Officer of Triune, LLC, the franchisor of Baja Fresh Mexican Grill
Restaurants in Irvine, California, LAS Acquisition, LLC, and Fresh Enterprises, LLC, successor-in-interest to Fresh
Enterprises, Inc 1n Irvine, California.

Sr Vice President - International Franchising and General Counsel Perry Roshan-Zamir, Esq

Mr Roshan-Zamur became the General Counsel for us and our parent, Fresh Enterprises, LLC, n August
of 2007 He became the Sr Vice President-International Franchising and General Counsel n February of 2015 Mr
Roshan-Zamir also became the General Counsel of La Salsa Franchise, LLC, the franchisor of La Salsa Fresh
Mexican Grill Restaurants in August of 2007 Mr Roshan-Zamur has served as the sole owner of the Law Offices
of Perry Roshan-Zamir in Santa Monica, Californua, from 1992 through present.

Franchise Coordinator Thuy Nguyen

Ms Nguyen became our Franchise Coordinator in October 2011 From March 2009 to October 2011, Ms
Nguyen was not employed

ITEM3
LITIGATION

Concluded Litigation Involving Us, Triune and Fresh Enterprises

State of Maryland Determination, Case Number 2012-0073 In February 2012, the State of Maryland
alleged that during the period January 1, 2009 to November 26, 2009 Triune, LLC, the franchisor of Baja Fresh
Restaurants, did not retain signed acknowledgements of receipt reflecting the dates that Triune's Franchise
Disclosure Document was delivered to certain Maryland residents and non-residents, Triune sold franchises to
certain Maryland residents and non-residents without providing them with a copy of a 2009 Franchise Disclosure
Document, Triune sold franchises to certain Maryland residents and non-residents without providing them with
a copy of a 2009 Franchise Disclosure Document that contamned Triune s 2008 financial statements with a gomng
concern note from Triune s auditors resulting from the unfavorable fiancial condition of Triune s parent
company, and Triune sold franchises to certan Maryland residents and non-residents without including, or
abiding with, a deferral condition i their Franchise Agreements that was imposed upon Triune by the State of
Maryland, all as required by the Maryland Franchise Registration and Disclosure Law (the Maryland Law ) and
in violation of the Maryland Law Without admitting or denying the allegations, in September 2012, Triune
voluntarily entered into a Consent Order with the Office of the Attorney General of Maryland and agreed to not
violate the Maryland Law 1n the future, to pay the Office of the Attorney General the sum of $50,000 as a civil
penalty, to retain copies of all acknowledgments of receipt confirming dates that prospective Maryland
franchisees recerved any Maryland Franchise Disclosure Documents, to comply with the disclosure and antifraud
provisions of the Maryland Franchise Law and the record keeping and escrow requirements of the Code of
Maryland Regulations and to send a copy of the Consent Order to certain Maryland franchisees

State of Virginia Determination, Case Number SEC-2012-00027 In February 2012, the Division of
Securities and Retail Franchising of the State Corporation Commussion (the "Commussion") alleged that during
2009 Triune offered or sold franchises m Virgimia m 2009 that were not registered under the Virgima Retail
Franchising Act (the Virgima Act ), Triune offered or sold franchuses in Virgirna without disclosing that Triune
was not registered to do so, Triune failed to provide material mformation regarding its parent company s
unfavorable financial condition and the potential impact that 1t could have on Triune as stated in a gomng concern
note m Triune s 2008 financial statements from Triune s auditors, and Triune failed to provide a prospective
franchisee with a copy of our Franchise Disclosure Document as required by rule or order of the Commussion at
least 14 calendar days before the prospective franchisee signed a binding agreement or made any payment to
Triune 1n connection with the sale or offer to sell a franchise in Virgimma Without admitting or denying the
allegations, in November 2012, Triune voluntarily entered into a Settlement Order with the Commussion and
agreed to not violate the Virginia Act 1n the future, to pay Virgirua the sum of $25,000 as a penalty and the sum
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of $5,000 to defray the Commussion’s costs of investigation, to offer certain Virginua franchisees a refund of their
mutial franchise fees, and to send a copy of the Settlement Order to certain Virginua franchisees

Litigation Commenced by Franchisor in the Past Fiscal Year

La Salsa Franchise, LLC v_Dean Restaurant Group, Inc, American Arbitration Association Case No 01-
15-0003-6508 On May 27, 2015, we brought an achion against a former franchisee for the former franchisee s failure
to de-1dentify a former franchised location, and for damages The arbitrator found for the respondent.

Other than these 3 actions, no liigation 1s required to be disclosed 1n this Item.

ITEM 4
BANKRUPTCY

No bankruptcy information 1s required to be disclosed n this Item

ITEM 5
INITIAL FEES

Applhication Fee You must pay us an application fee of $250 for each person who will own an ownership interest
in your Franchuse (the ‘Application Fee”) following our delivery of thus Disclosure Document to you and the
expiration of 14 days from the date of delivery and before you sign the Franchise Agreement or the Irutial Trarning
Agreement The Application Fee 1s uniform to all individuals applying to purchase a Franchise and 1s not
refundable The Application Fee 1s not credited toward or applied to any fees

Initial Training Fee You must also pay us a $10,000 wrutial training fee (the ‘ Initial Training Fee’ ) and an iitial
franchise fee (the “Initial Franchise Fee’) to become a La Salsa Franchisee following our delivery of this
Disclosure Document to you and the expiration of 14 days from the date of delivery

Single Franchise Program, 3 Restaurant Purchase Program, and Express Restaurant Program After you
sign a Franchise Agreement (Exhib1t B) for your first La Salsa® Traditional Restaurant under the Single Franchise
Program or the 3 Restaurant Purchase Program, or an Express Restaurant Franchise Agreement (Exhibit E) for
your first La Salsa® Express Restaurant, you must sign our Inttial Trainung Agreement (Exhibit A) and pay us the
Irutial Training Fee before you begimn our approxmately 6 to 8 week 1nitial training program (the Imitial Training
Program )

Area Development Program If you are new to the system, after you sign an Area Development
Agreement (Exhibit C), you must sign our Inihial Training Agreement (Exhibit A) and pay us the Irutial Traimng
Fee before you sign the Franchise Agreement and before you begin our Initial Traimng Program.

Purchase Program Before you are eligible to sign a Franchise Agreement (Exhibit B) for your first
company-owned Operating Restaurant, you must sign our Irutial Tramning Agreement (Exhibit A), and pay us
our Imtial Training Fee for our Imtial Tramung Program The Irutial Training Fee 1s m addition to the Irutial
Franchise Fee and 1s fully earned by us when paid and 1s not refundable under any circumstances except as
otherwise discussed below

The Imtial Training Fee 1s uruform to all parties applying to purchase a Franchise Please also see
‘Different Fees’ below

You, or at least 1 equity owner of any entity franchisee (the ‘Operating Principal or “Director of
Operations”), and/or any other person who will be responsible for the day-to-day operations of the Restaurant
(the ‘Restaurant Manager ), must successfully complete our Irutial Traung Program The Irutial Tramrung Fee
includes traiung for up to 2 persons The Initial Traiung Program 1s not provided, and an Initial Trainung Fee 1s
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not payable, if you or any of your Affiliates own and operate a La Salsa® Restaurant when you sign your Franchise
Agreement or for Renewal Franchise Agreements

Refunds and Credits of Initial Training Fee You, your Operating Principal, Director of Operations or
Restaurant Manager, or other supervisorial or managenal personnel (the Designated Tramnees”) must complete
our Irutial Traiming Program to our satisfaction to be eligible to become a Franchisee Other than for an Express
Restaurant, the Imtal Traming Fee 1s applied toward the Irutial Franchise Fee for your Restaurant if your
Designated Tramees complete the Initial Training Program to our satisfaction

If your Designated Tramees (1) fail to complete the Initial Traiming Program, (2) do not complete the
Initial Trammng Program to our satisfaction, (3) do not, during the Irutial Traimung Program, appear to possess the
skills necessary to properly fulfill and discharge the demands and responsibilities required by our Franchuse
Agreement, or (4) are not acceptable to purchase a Franchise for any reason in our sole and absolute discretion,
your Inthial Tramming Agreement will automatically terminate and you will not be eligible to become a Franchisee
Under these circumstances, for a Traditional Restaurant, a 3 Restaurant Program, and an Area Development
Program, we will retain $8,000 of the Initial Training Fee and will refund the $2,000 balance of the Inttial Traimng
Fee to you within 30 days The Initial Training Fee for an Express Restaurant 1s fully earned by us when paid and
1s not refundable under any circumstances If the Iruhal Tramning Fee 1s paid to us in the event of a transfer or
assignment, the Irutial Franchise Fee 1s fully earned by us when paid and 1s not refundable under any
circumstances Other than as described above, the Inutial Training Fee 1s not refundable under any circumstances

You must sign a mutual general release when the refund of the Initial Training Fee 1s pard, which will
release any claims which either you or we may have against each other arising out of your proposed purchase of
our Franchise The non-refundable portion of the Inital Traiung Fee 1s our reasonable estimate of the costs of
tramning, administrative expenses, loss of foregone opportunities and other damages which we are likely to mcur
and are believed to be reasonable under the circumstances

Initial Franchise Fee

Single Restaurant Program You must pay us an Imitial Franchise Fee of $50,000 for your first single La
Salsa® Traditional Restaurant when you sign the Franchise Agreement (Exhibit B) If you are signing the
Franchise Agreement with the renewal of an existing Franchise, you will not pay an Irutial Franchuise Fee, but may
pay a renewal fee for the new Franchise Agreement if and as provided in your existing Franchise Agreement

3 Restaurant Purchase Program You must pay us an Irutial Franchise Fee of $120,000 ($40,000 per
Franchuse) for the rights to develop 3 La Salsa® Restaurants, when you sign the Restaurant Franchise Agreements
(Exhibit B) You must sign each of the 3 Franchise Agreements in advance of obtaining Franchised Locations for
each of your 3 Restaurants

Area Development Program When you sign our current form of Area Development Agreement (Exhibit
C) for a mirumum of 5 La Salsa® Restaurants, you must pay us an Initial Franchise Fee of $50,000 multiplied by
the number of La Salsa® Restaurants which you must open under your Area Development Agreement ($250,000
for a munuimum of 5 Restaurants) You must also sign a separate Franchise Agreement (Exhibit B) for each La
Salsa Restaurant to be opened If you signed an earlier form of Area Development Agreement which differs from
our current form, your Initial Franchise Fee will be determined by your Area Development Agreement You will
sign all Franchise Agreements 1n advance of obtaining Franchised Locations for each of the Restaurants you must
open under your Area Development Agreement

Express Restaurant Program Your Initial Franchise Fee for each Express Restaurant you operate will be
$25,000 and must be paid when you sign the Express Restaurant Franchise Agreement (Exhibat E)

Purchase Program You must pay us an Initial Franchuse Fee of $50,000 for an Operating Restaurant when
you complete the asset purchase transaction and sign the Franchise Agreement You must also pay LAS
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Acquisition the purchase price for the assets of an Operating Restaurant which will generally range from $300,000
to $2,000,000 and pre-paid rent and security deposits of between $12,000 and $25,000

Refunds of Initial Franchise Fee If your Designated Trainees (1) fail to complete the Initial Tramng
Program, (2) do not complete the Initial Training Program to our satisfaction, (3) do not, during the Imital Training
Program, appear to possess the skills necessary to properly fulfill and discharge the demands and responsibilities
required by our Franchise Agreement, or (4) are not acceptable to purchase a Franchise for any reason in our sole
and absolute discretion, for (1) a 3 Restaurant Program, we will retain $40,000 of your Irutial Franchise Fee and
refund the balance to you within 30 days, and (1) an Area Development Program, we will retain $50,000 of your
Inihal Franchise Fee and refund the balance to you within 30 days Other than as described above, the Imitial
Franchise Fee 1s fully earned by us when paid and 1s not refundable under any circumstances

You must sign a mutual general release when the refund of the Imitial Franchise Fee 1s paid, which will
release any claims whuch either you or we may have against each other arising out of your proposed purchase of
our Franchise The non-refundable portion of the Inutial Franchise Fee 1s our reasonable estimate of the costs of
training, admunustrative expenses, loss of foregone opporturuties and other damages which we are likely to mcur
and are believed to be reasonable under the circumstances

The Initial Francluse Fee 1s uruform to all parties applying to purchase a Franchise Please also see
“Diafferent Fees” below

Dafferent Fees We may reduce, finance, defer or waive the Irutial Tramning Fee and Initial Franchise Fee 1if and
when we determine, m our sole discretion, 1t is warranted by a uruque or compelling situation

ITEM 6
OTHER FEES
Name of Fee Amount _ Due Date - Remarks-

Continuing Equal to 5% of Gross Payable by Gross Sales includes all revenue from your

Royalty Fee! Sales electronic funds | Restaurant operations Gross Sales does not
transfer or other | include sales tax, use tax and refunds to customers
automatic
payment Existing franchisees pay Continuing Royalty Fees at
mechamusm we | varymng rates If you are signing your Franchise
designate every | Agreement under an existing Area Development
week no later Agreement which differs from our current form,
than 5 calendar | your Continuing Royalty Fee will be modified if
days after the and as required by your Area Development
end of each Agreement.
Accounting
Period? If you execute the Catermng Addendum, Gross Sales

also includes all sales or other income derived from
the Catering Services offered from the Franchused
Restaurant, however, fees derived from Additional
Services and any gratwities paid to you or your
employees are not included m Gross Sales

If we allow you to relocate your Restaurant, you
will pay us Continuing Royalties fees during the
relocation period based upon the Continuing
Royalties you paid for the existing Restaurant
during the 1dentical period(s) of the last preceding

calendar year or the average Contmumg Rozalgz
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Amount

e = :

Name of Fee ¢ DueDate > _ Remarks :
during the number of months the Restaurant was in
operation, 1if the Restaurant was not in operation
during the 1dentical period of the last preceding
year

Advertising Fee! | Up to 3% of Gross Sales | Same as Payable to us, to be admurustered through our
(currently 1% of Gross Continuing Marketing Development Fund If you are sigrnung
Sales) for Traditional Royalty Fee your Franchise Agreement under an existing Area
Restaurants and 1% of Development Agreement which differs from our
Gross Sales for an current form, your Advertising Fee will be modified
Express Restaurant if and as required by your Area Development
Agreement You must also spend up to 3% of Gross
Sales each calendar quarter for local store marketing
(currently 2% of Gross Sales) for La Salsa®
Traditional Restaurants
Cooperative As determuned by each | Established by You must contribute to the Co-Op 1if we establish a
Advertising! Co-Op Advertising us Co-Op Advertising Region for the region where your
Region, but not to Franchuse 1s located You and we, and LAS
exceed 15% of Gross Acquisition, will have 1 vote for each Restaurant
Sales located within each Co-Op Advertising Region  Any
amount you must contribute to the Co-Op will be
credited agamst the amount which you must spend
on local advertising under Section 8 1 of your
Franchise Agreement
Late Charge 1-1/2% per month, or Continues to Payable only if any sums due to us are not paid
the highest amount accrue until promptly when due
allowed by law, for paid
each month the
payment remains
delinquents
Charge for $100, whuch includes On demand Payable only 1if any check, draft, electronic or other
Nonpayment bank charges, plus our payment 1s unpaid because of msufficient funds or
due to costs and expenses otherwise
Insufficient from your non-payment
Funds”
Inttial Tramning As established by us, On demand The Irutial Training Program 1s not provided 1f you,
Feel the Initial Tramning Fee or any of your affiliates, own and operate a La Salsa®
will be uruform for all Restaurant when you sign your Franchise Agreement
franchisees or sign a Renewal Franchise Agreement. You will
also be responsible for costs of travel, living,
compensation and other expenses for each of your
Designated Tramnees who attends the Irutial Training
Program.
Additional Currently $500 per On demand We may make available additional mandatory or
Optional week optional, in our discretion, training courses or
Tramnng programs which you, your Operating Principal,
Courses ! Drrector of Operations and each Restaurant Manager,
or other supervisorial or managerial personnel may
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Name of Fee Amount " Due Date ~ Remarks
or must attend at locations we select on a national or
regional basis, to mstruct you on new procedures or
programs which we consider to be of major
importance to the operation of your Restaurant You
must pay us a fee for optional traiming courses you
choose to attend You will also be responsible for
costs of travel, hiving, compensation and other
expenses
Opening No charge for first On demand If you are sigming your Franchise Agreement for your
Assistance 1 Restaurant, then, a fee first La Salsa® Restaurant, we will furrush you with 2
established by us persons at no cost to you to assist you for 1 week
(currently $500 per before and 1 week after you open your first
person, per week) plus Restaurant We do not provide operung support for
our out of pocket any La Salsa® Restaurants you open after opening
expenses, including your first Restaurant
transportation, food
and lodging
Additional Our then-current On demand If we provide additional traiming at your request, you
Assistance ! traimung charges must reimburse us for our costs mn providing trairung
(currently $500 per and supervisory personnel (including all
person, per week) plus transportation and living expenses of our
our costs and out of representatives)
pocket expenses for the
lodging, travel and
meals for our personnel
Additional Our then-current On demand Additional Training may include product production
Traimng traiming charges techruques, new recipes, marketing, bookkeeping,
(currently $500 per accounting and general operating procedures, and
person per week) plus the establishment, development and improvement of
our costs and out of computer systems
pocket expenses for the
lodging, travel and
meals for our personnel
Remedsal Our then-current On demand If we determune 1t to be necessary, we may provide
Traning training charges plus you with on-site remedial training or assistance
our costs and out of subject to the availability of our personnel You will
pocket expenses for the pay us any fee which we may charge you and other
lodging, travel and franchisees to defray the direct costs of providing this
meals for our personnel remedial traimung In addition, you will be
responsible for any and all other expenses incurred in
connection with sending your supervisorial or
managerial employees to remedial traiming including
the costs of transportation, lodging, meals, tramning
materials and any wages We will, 1n our sole
discretion, select the time and location of all remedial
tramng
Inspection Fee First revisit 1s $500, later | On demand If we must revisit the Restaurant for another
revisits $2,500 mspection after you have been notified of any
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Name of Fee Amount- _ DueDate - -

deficiency or unsatisfactory condrtion at the
Restaurant, including quality, cleanliness, service,
health and authorized product line

Insurance 4 Amount of unpaid On demand Payable only if you fail to maintain requured

premuums msurance coverage and we elect to obtain coverage

for you

Transfer Fee and | The Transfer Fee1s Before transfer | Payable if you transfer or assign your Restaurant.

Transfer
Training Fee?
(Franchise
Agreement)

$5,000 plus our out of
pocket costs associated
with the transfer,
mcluding attorneys
fees associated with the
transfer, the Transfer
Traiung Fee 1s $10,000
for up to 2 trainees

If you have a Certified Trainer on staff, you and your
Certified Trainer will be responsible for training the
buyer of your Restaurant at your expense, and no
traiming fees will be due to us If you don thavea
Certified Trainer on staff, we will train the buyer of
your Restaurant and one other person at your
expense, and you will pay us a $10,000 Transfer
Traiming Fee You will pay only our out of pocket
costs if you are assigning your Franchise Agreement
to a 100% controlled entity for converuence of
ownership

Transfer Feel
(Area
Development
Agreement)

The Transfer Fee s
$5,000, plus any
Transfer Fee under any
Franchise Agreement or
any greater amount
necessary to reimburse
us for our out of pocket
costs associated with
the transfer, including
costs of attorneys’ fees
associated with the
transfer

Before transfer

Payable if you transfer or assign your rights under
your Area development Agreement

Transfer Fee and
Transfer
Trammung Fee?
(Express
Restaurant
Franchuise
Agreement)

The Transfer Fee 1s
$5,000 plus our out of
pocket costs associated
with the transfer,
including costs of
attorneys’ fees
assoclated with the
transfer, the Transfer
Training Fee 1s $10,000
for up to 2 trainees

Before transfer

Payable if you transfer or assign your Restaurant If
you have a Certified Tramer on staff, you and your
Certified Tramner will be responsible for traimng the
buyer of your Restaurant at your expense, and no
training fees will be due to us If you don’t have a
Certified Trainer on staff, we will train the buyer of
your Restaurant and one other person, at your
expense, and you will pay us a $10,000 Transfer
Tramming Fee You will pay only our out of pocket
costs if you are assigrung your Franchise Agreement
to a 100% controlled entity for converuence of
ownership
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’ Amount

Name of Fee Due Date Remarks - -
Intranet Not to exceed $1,000 30 days after If we establish an Intranet, at our option, you must
Maintenance Fee | per year notice to you contribute a reasonable amount, not to exceed $1,000

per year, toward the cost of the Intranet maintenance
We will notify you by January 31 of each applicable
year, and the payment must be paid withun 30 days
after notice

Catering 12% of Gross Sales from | Payable every Applicable only if you sign the Catering Addendum
Management catering activities week no later Gross Sales from catering activities includes all
Fee! than 5 calendar | revenue from the Catering Services offered from the
days after the Restaurant, mcludmng fees for Additional Services,
end of each and excluding gratuities paid to your employees,
Accounting sales tax, use tax and refunds to customers
Period
Catering The amounts we As we direct If you sign the Catering Addendum, you agree to
Marketing designate to support participate m the Catering Marketing Fund should
Fund? specific mitratives one be established The Catering Marketing Fund
under catering  As of may be used to pay the cost of marketing and
the date of this advertising activities directed toward the provision
Disclosure Document, of Catering Services through the Catering Program.
no payments are
required
800 Number and | If mplemented all As incurred If implemented, you must participate in programs
Secret Shopper costs assoclated with utiated to verify customer satisfaction and /or your
Programs the 800 number, secret compliance with all operational and other aspects of
shopper or other the System
programs as
we may require
Non-Cash All costs associated As mncurred You must accept debut cards, credit cards, stored
Payment System | with non-cash payment value gift cards or other non-cash payment systems
systems we specify to enable customers to purchase
Authorized La Salsa® Products
Computer $500 to $600 per year As arranged If we require you to purchase, use and maintamn a
Maintenance computer system
Legal Fees! $3,000 - $6,500 On the date that | If you purchase an Operating Restaurant, you may be
your purchase requrred to pay our legal fees for the preparation of the
of the purchase and sale documents for each Restaurant
Restaurant purchased as well as your own attorneys’ fees
closes
Private Offer of | The greater of (a) $5,000 | Before the Payable only if the securities, partnership or other
Securities? or (b) our costs and out | private offering | ownership interests are offered through a private
of pocket expenses offering No securities, partnership or other

assoclated with
reviewing the proposed

offer

ownership mterests may be offered through a public
offering of securities
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Narfie of Fee | Amount Due Date Remarks'
Liquidated An amount equal to Within 30 days | Payable only 1if you default and we termunate your
Damages twice the total Royalty following the Franchise Agreement
Fees paid (or if unpaid, | date of
payable) by you during | termunation
the 12 months
immediately preceding
the effective date of
termination
Default Our costs and expenses | Withun 5 days Payable only 1if you default
Reimbursement! | from your default after you cure
your default or
on demand if
the default 1s
not cured
Interim To be determuned As incurred If you are in default under the Franchise Agreement,
Management and we elect to assume interim management of your
Fee franchised business durmng the pendency of any cure
period or i lieu of immediately terminating your
Franchise Agreement, we may charge you a
reasonable fee for management services
Audit! Cost of audit plus 18% | On demand Payable only 1f an audit shows an understatement of
interest, or the highest at least 3% of Gross Sales
rate allowed by law, on
underpayment’
Gross-Up Fees Varies with On demand To ensure that we receive a full 5% of Gross Sales as a
circumstances Continuing Royalty Fee and the full Advertising Fee
that 1s due, you must pay us, whether 1n arrears, in
advance, 1n a lump sum or in the same manner that
you pay us Continuing Royalty Fees and Advertising
Fees, the amount of all taxes we must pay on revenue
we earn or collect based upon your use of our
mtellectual property or other intangibles or based
upon the existence of the Franchise Agreement.
Renewal Fee $10,000 When you sign | This $10,000 Renewal Fee will be mn lieu of the Initial
(La Salsa® your Renewal Franchise Fee payable when you “renew” your
Tracditional Franchise Franchise Agreement 10 years from now
Restaurants) Agreement
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mNanZei:f Fee Amount '+~ Due Date

= -y

Remarks,

Renewal Fee $5,000 When you sign | This $5,000 Renewal Fee will be 1n hieu of the Initial

(La Salsa®

Express

your Renewal Franchise Fee payable when you “renew” your
Franchise Express Restaurant Franchise Agreement 10 years

Restaurants) Agreement for from now

a La Salsa®
Express
Restaurant

New Product Reasonable cost of As incurred If you propose to purchase any goods or materials
and Supplier inspection and actual with $1,500 fee | from a supplier that we have not previously

Testing

cost of testing, ranging | paid as a approved, you must submuit to us a written request
from $1,500 to $2,500, deposit before for this approval or you must request the supplier do
$1,500 must be paid as a | facility so itself We have the right to require, as a condition
deposit mspection of our approval, that our representatives be
permutted to mspect the supplier’s facilities, and that
this information, specifications and samples as we
reasonably designate be delivered to us and/or to an
independent, certified laboratory designated by us
for testing before granting approval You must pay a
charge not to exceed the reasonable cost of the
mspection and the actual cost of the test

NOTES

1

Except as otherwise noted above, all fees are unuformly imposed by and payable to us by electronic funds
transfer or other automatic payment mecharusm we designate and are non-refundable, except for a
portion of the Initial Training Fee for your first Restaurant, if we terrmunate the Initial Training Agreement
or your Franchise Agreement under the circumstances discussed 1n Item 5 of this Disclosure Document
You authorize us to debit from your designated primary business checking or savings operating account
for each “ Accounting Period”, any funds due and payable to us for Continuing Royalty Fees, Advertising
Fees, Rent and occupancy expenses and all other sums that you owe to us or our affiliates

An Accounting Period” means each 1-week period we designate, beginning on execution of the
Franchise Agreement

If you have a Certified Trainer on staff, you and your Certified Trainer will be responsible for training the
buyer of your Restaurant, at your expense, and you will not pay us a training fee If you do not have a
Certified Tramner on staff we will train the buyer of your Restaurant and one other person, at your
expense, and you will pay us a $10,000 transfer training fee (the Transfer Training Fee’), before we
begin to train your buyer

You must maintain msurance of the types and minimum amounts (namung us as an additional insured)
that we specify in your Franchise Agreement, the Operations Manual or in supplementary notices If you
execute a Catering Addendum, m addition to the msurance hsted above, you must have that msurance
as you determune necessary or appropnate for habilities from your, or your designee s, use of any vehicle
used to provide Catering Services You may obtain additional insurance as you may desire Insurance
policies may not be subject to amendment or cancellation without at least 30 days prior written notice to
us You must provide certificates of insurance evidencing coverage on an ongoing basis

Interest begins from the date of underpayment
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6 In addition to all other amounts you must pay us under your Franchise Agreement, you must pay us a
nonrefundable and continuing fee in the amount of 12% of the monthly ‘ Catering Services and
Additional Services 1ncome from your Restaurant that 1s subject to sales tax (the “Catering
Management Fee ) The Catering Management Fee 1s payable at the same time and in the same manner
as the Continuing Royalty Fee

7 Interest begins from the date of the underpayment
As described 1n Item 1, if you are signing your Franchise Agreement under an existing Area Development

Agreement, your fees may be modified if and to the extent required by the terms of your Area Development
Agreement

ITEM 7
ESTIMATED INITIAL INVESTMENT
SINGLE RESTAURANT*
AMOUNT _| METHOD
TYPE OF EXPENDITURE OF WHEN | TO WHOM
. LOW HIGH _PAYMENT DUE PAID
Build-Out Costs? &3
Architect, Engineer, $8,000 $25,000 | As arranged As Architect,
Drawings! mncurred Engineer
Project Manager $0 $10,000 | Asarranged | As Project
incurred Manager
Permuts $5,000 $10,000 | Cash As City, County
incurred State
Leasehold/Construction2 &4
Base building, Interior $200,000 $350,000 | Asarranged | As Contractor,
Improvements, Lighting, Tile, mcurred City, County
Millwork, Seat Fee Assessment® State
Furniture, Fixtures,
Equipment and Signage®
Signage $7,000 $15,000 | As arranged | As Approved
mcurred Supplier
POS System $12,000 $25,000 | Asarranged | As Approved
mcurred Supplier
Computer System? $800 $1,200 | As arranged As Approved
mcurred Suppher
Kitchen Equipment, $90,000 $120,000 | Asarranged | As Approved
Smallwares, Furntture mcurred Supplier
Inventory, Uruforms $2,000 $8,000 | As arranged | Before Approved
opening Supplier
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AMOUNT METHOD
TYPE OF EXPENDITURE OF WHEN TOIYVII-IDO M
LOwW HIGH PAYMENT DUE A

Advertising $2,500 $10,000 | Asarranged | Before Approved

opening Suppher

Other Costs

Pre-opening training $6,000 $21,090 | Asarranged | Before Various
expenses8 opening Vendors

Application Fee? $250 $250 | Cash Atsigning | Us

Lease and Security Deposits $10,000 $15,000 | Cash Atsigning | Lessor

(non-
refundable)

Insurance - Liabihity and $2,000 $3,000 | Cash Monthly Insurance
Workers compensation premium Carriers
(1rutial deposit)

Legal Fees $1,000 $3,000 | Cash As Legal and

incurred State

Imtial Traimning Feel0 $10,000 $10,000 | Cash Atsigning | Us

Irutial Franchise Feel? $50,000 $50,000 | Cash Atsigning | Us

ADDITIONAL FUNDS $42,400 $73,500 | Cash As Approved

(3 months)" mcurred Suppliers and

Employees

Grand Total'¢ $448,950 $750,040

*ASSUMPTION IN-LINE, END-CAP OR SUBURBAN LOCATIONS,
1 1,300 TO 1,800 SQUARE FEET IN HIGH DENSITY MARKETS?
ESTIMATED INITIAL INVESTMENT
3 TRADITIONAL LA SALSA RESTAURANTS
AMOUNT TO WHOM
TYPE OF EXPENDITURE -~ c METHOD | WHEN | PAYMENT
L HIGH DUE IS TO BE
PAYMENT MADE
Build-Out Costs2&3
Architect, Engineer Drawmgs? $24,000 $75,000 | As As Architect,
Arranged Incurred Engineer
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AMOUNT TO WHOM
TYPE OF EXPENDITURE LOW HICH ME’g;OD WHEN PAYMENT
DUE IS TO BE
PAYMENT MADE
Project Manager $0 $30,000 | As As Project
Arranged Incurred Manager
Permuts/Impact Fees $15,000 $30,000 | Cash As City,
Incurred County,
State
Leasehold/Construction?
Base building, Interior $600,000 $1,050,000 | As As Contractor,
Improvements, Lighting, Tile, Arranged Incurred City,
Millwork County,
State
Furniture, Fixtures, EQuipment®
Signage $21,000 $45,000 | As As Approved
Arranged Incurred Supplier
POS System $36,000 $75,000 | As As Approved
Arranged Incurred Supplier
Computer System? $2,400 $3 600 | As As Approved
arranged mcurred Supplier
Kitchen Equipment, Smallwares, $270,000 $360,000 | As As Approved
Furniture Arranged Incurred Suppler
Inventory, Unuforms $6,000 $24,000 | As Before Approved
Arranged Openung | Suppher
Advertising $7,500 $30,000 | As Before Approved
Arranged Opening | Supplier
Other Costs
Pre-opening training expensest $18,000 $63,270 | As Before Various
Arranged Opening Vendors
Application Fee® $250 $250 | Cash Atsigning | Us
Lease and Security Deposits $30,000 $45,000 | Cash Atsigung | Lessor
(non-
refundable)
Insurance - Liability and Workers $6,000 $9,000 | Cash Monthly Insurance
compensation (irutial deposit) Premuum | Carriers
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AMOUNT TO WHOM
TYPE OF EXPENDITURE p— — METEOP | WHEN | PAYMENT
DUE IS TO BE
PAYMENT MADE
Legal Fees $3,000 $9,000 | Cash As Legal and
Incurred State
Initial Training Feel0 $10,000 $10,000 | Cash Atsigning | Us
Irutial Franchise Fee'? $120,000 $120,000 | Cash Atsigning | Us
(3 Restaurants)
ADDITIONAL FUNDS $127,200 $220,500 | Cash As Approved
(3 months)" Incurred Supplers
and
Employees
Grand Total'é (for 3 Restaurants) $1,296,350 $2,199,620

ESTIMATED INITIAL INVESTMENT

EXPRESS RESTAURANT®2
AMOUNT METHOD
WHEN TO WHOM
TYPE OF EXPENDITURE OF DUE PAID
LOW HIGH | pAYMENT
BUILD-OUT COSTS2&3
Architect, Engineer, Drawings!? $8,000 | $20,000 | As As Archatect,
arranged mcurred Engineer
Project Manager $0 | $10,000 | As As Project
arranged mcurred Manager
Permuits $1,500 $10,000 | Cash As City, County,
incurred State
Leasehold/Construction13
Base building, Interior $35,000 | $175,000 | As As Contractor,
Improvements, Lighting, Tile, arranged mncurred City, County
Millwork, Seat Fee Assessment5 &13 State
Furniture, Fixtures and Equipment
6&12
Signage $5,000 | $22,000 | As As Approved
arranged incurred Supplier
POS System $12,000 | $20,000 | As As Approved
arranged incurred Supplier
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AMOUNT METHOD WHEN TO WHOM
TYPE OF EXPENDITURE OF DUE PAID
LOW HIGH | pAYMENT
Computer System’ $800 $1,200 | As As Approved
arranged mcurred Suppher
Kitchen Equipment; Smallwares $90,000 | $120,000 | As As Approved
arranged mcurred Supplier
Furnuture $5,000 $20,000 | As As Approved
arranged mcurred Supplier
Inventory, Uniforms $3,000 $6,000 | As Before Approved
arranged opening Supplier
Advertising $2,500 $6,000 | As Before Approved
arranged opening Supplier
OTHER COSTS
Pre-openung training expenses? $6,000 $15,000 | As Before Various
arranged opening Vendors
Application Fee? $250 $250 | Cash Atsigning | Us
Lease and Security Deposits $0 $15,000 | Cash Atsignung | Lessor
(non-
refundable)

Insurance - Liabiity and Workers $2,000 $3,000 | Cash Monthly Insurance
compensation (1ntial deposit) premium Carriers
Legal Fees $1,000 $3,000 | Cash As Legal and

incurred State
Irutial Tramning Feel0 $10,000 | $10,000 | Cash Atsigning | Us
Irut1al Franchise Fee!® $25,000 | $25,000 | Cash Atsigning | Us
ADDITIONAL FUNDS $0 $6,000 | Cash As Approved
(3 months)" mcurred Suppliers and
Employees
| Grand Total's $207,050 | $487,450
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ESTIMATED INITIAL INVESTMENT

PURCHASE PROGRAM
OPERATING RESTAURANT
AMOUNT
TYPE OF EXPENDITURE M | VEIN | TONTOM
LOW HIGH
Purchase Price for Assets of $300,000 $2,000,000 | Cash Upon Operating
Operating Restaurant!4 (non- closing of Company
refundable) purchase

Pre-Paid Rent & Security $12,000 $25,000 | Cash Upon Operating

Deposits! (non- closing of Company

refundable) purchase
Insurance - Liability & $2,000 $3,000 | Cash Monthly Insurance
Workers compensation (rnitial premium Carriers
deposit)
Computer System? $800 $1,200 | As arranged As Approved
incurred Suppher
Application Fee $250 $250 | Cash Atsigning | Us
Legal Fees (Seller & Buyer) 15 $3,000 $10,000 | Cash As Legal and
incurred State
Iruhial Training Fee? $10,000 $10,000 | Cash Atsigning | Us
Irutial Franchise Feel? $50,000 $50,000 | Cash Atsigning | Us
ADDITIONAL FUNDS $42,400 $73,500 | Cash As Approved
(3 months)" incurred Suppliers and
Employees

Grand Total'é $420,450 $2,172,950
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ESTIMATED INITIAL INVESTMENT
AREA DEVELOPMENT AGREEMENT (A MINIMUM OF 5 RESTAURANTS)

YOUR ESTIMATED INITIAL INVESTMENT PER RESTAURANT

AMOUNT

METHOD

TYPE OF EXPENDITURE OF WHEN TOWHOM
LOW HIGH | PAYMENT DUE
Build-Out Costs? &3
Archutect, Engineer, $8,000 $25,000 | As arranged As Archatect,
Drawings! mcurred Engineer
Project Manager $0 $10,000 | Asarranged | As Project Manager
incurred
Permuts $5,000 $10,000 | Cash As City, County State
mcurred
Leasehold/Constructiont
Base building, Interior $200,000 $350,000 | As arranged As Contractor, City,
Improvements, Lighting, Tile, mcurred County State
Miullwork, Seat Fee
Assessment5
Furniture, Fixtures,
Equipment and Signage$
Signage $7 000 $15,000 | Asarranged | As Approved
mcurred Supphier
POS System $12,000 $25,000 | Asarranged | As Approved
incurred Supplier
Computer System? $800 $1,200 | As arranged As Approved
incurred Supplier
Kitchen Equipment, $90,000 $120,000 | Asarranged | As Approved
Smallwares, Furniture mncurred Supplier
Inventory, Uniforms $2,000 $8000 | Asarranged | Before Approved
opening Supphier
Advertising $2,500 $10,000 | As arranged Before Approved
opening Supplier
Other Costs
Pre-opening training $6,000 $21,090 | Asarranged | Before Various Vendors
expenses? openung
Application Fee? $250 $250 | Cash Atsigning | Us
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AMOUNT METHOD
TYPE OF EXPENDITURE OF TN TOTOM
LOW HIGH PAYMENT
Lease and Security Deposits $10,000 $15,000 | Cash Atsigning | Lessor
(non-
refundable)
Insurance - Liability and $2,000 $3,000 | Cash Monthly Insurance Carriers
Workers compensation (ritial premium
deposit)
Legal Fees $1,000 $3,000 | Cash As Legal and State
mcurred
Inmtial Training Fee0 $10,000 $10,000 | Cash Atsignuing | Us
Irutial Franchise Feel® $50,000 $50,000 | Cash Atsigning | Us
ADDITIONAL FUNDS $42,400 $73,500 | Cash As Approved
(3 months)" mcurred Suppliers and
Employees
Grand Total (per $448,950 $750,040
Restaurant)'¢

** Note, however, that the total mitial investment required for 5 Restaurants under the Area Development
Agreement 1s between approximately $2,203,750 and $3,709,200, because the Initial Training Fee must only be
paid once and only one Application Fee for one owner 1s necessary for all 5 locations

The charts above describe the estmated 1mitial investment for a La Salsa® Traditional Restaurant, 3 Restaurant
Purchase Program, a La Salsa® Express Restaurant, an Operating Restaurant, and an Area Development
Agreement Please see footnote 7 below regarding the Initial Training Program. Except as described 1n Item 10
below, we currently do not offer financing for any purpose, but reserve the right to do so in the future We do
not guarantee your note, lease or obligation.

NOTES
1 Applies to non-uruon labor

2 Does not include demolition, site work or purchase of real estate If you are signing a Renewal Franchise
Agreement, this table 1s not applicable to you because your La Salsa® Restaurant 1s currently open and
operating, but under Section 552 of the Franchise Agreement we may require you to remodel, renovate,
modernuze or refurbish your La Salsa® Restaurant to our then-current standards

3 You must complete the Imtal Training Program and obtain a proposed site for your Restaurant and sign your
Franchise Agreement within 6 months after signing the Initial Traiming Agreement (Exhibit A), and you must
open your Restaurant for business within 12 months after signing the Franchise Agreement unless we agree
otherwise You may not open your La Salsa® Restaurant at the Franchised Location for business until you have
recerved our written authorization, which may be conditional and subject to our satisfactory mspection of the
Restaurant at the Franchised Location You must lease or purchase a location accepted by us and construct,
remodel, alter and improve 1t to our specifications These estimates assume that your location will be a leased,
unumproved and unfirushed retail store-type unit. If you purchase real estate, your imtal mnvestment will be
greater, the exact amount depending upon the size and location of the premuses A typical La Salsa® Traditional
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Restaurant will be located in a suburban area on a major thoroughfare or adjacent to or part of a suburban
shopping center The typical traditional location will be 1,300 to 1,800 square feet, not including patio area
Monthly lease payments usually range from $4,000 to $12,000 The typical La Salsa® Express Restaurant site
will be 600 to 1,200 square feet Monthly lease payments usually range from $2,500 to $8,000 You must perform
or have performed any construction, remodeling or additions necessary to cause the premuses to conform to
applicable Federal, State, County, City local laws, ordinances, codes, rules and regulations governing food
service busimesses and to meet our requirements for the layout design, construction, fixturization, equipment
and mstallation, and trade dress appearance of a La Salsa® Restaurant Construction and remodeling costs vary
widely, depending upon the location, design, configuration and condition of the premuises, the condition and
configuration of existing services and facilities such as air conditioning, electrical and plumbing, and the terms
of your lease You must grant us a security interest m and to all leasehold improvements, fixtures, furrashungs
and equipment, inventory, supplies and vehicles located at or used in the Restaurant, in accordance with a
Security Agreement in a form substantially simular to the Security Agreement attached to the Asset Purchase
Agreement (Exhibit D) as Attachment F

4 The Construction Costs presented include all eshmated costs incurred in construction and remodeling a location
to conform to our current standards, including a general contractor’s fee (generally equal to 10% to 15% of total
construction costs), contractor s insurance, materials and supplies, tools, labor and subcontractor fees, and other
costs to construct leasehold improvements conforming to our standards

5 Selected counties charge a 1-time fee referred to as a “seat fee * calculated on the basis of $300 to $600 per seat
m the restaurant for new restaurant space which 1s space that has not been designated as food service’ or
restaurant before your business

6 You must prepare and sell all of the menu items as we designate as part of our standard menu and provide all
standard services we designate periodically If any special or additional equipment or fixtures are needed to
provide those services or menu items, you must acquire that equipment or fixture, the cost of which may be

sigruficant

7 If we requure you to do so, you must establish an Intranet through which you may communucate to us and other
franchisees Upon not less than 60 days prior written notice from us, you will purchase, use and mamtain a
personal computer system as specified in the Manuals or otherwise by us in writing for use in connection with
the Restaurant at the Franchised Location The eshmate provided represents the purchase of a standard
computer system, capable of accessing the Internet via an internet service provider (such as AT&T Verizon,
Cox, etc ) The estimate may be more or less depending on the type of system you purchase

8 You must make arrangements for and pay the expenses of persons attending the Initial Training Program
including transportation, lodging, meals and wages The amount expended will depend, i part, on the distance
you must travel and the type of accommodation you choose The estimate provided contemplates costs for 2
supervisorial or managenal personnel who attend the Initial Training Program for 6 to 8 weeks If you operate
3 or more La Salsa Restaurants under an Area Development Agreement, you may apply to offer the Iritial
Tramung Program for the employees of each Restaurant at your trammung facility (which may be a La Salsa
Restaurant) We may certify you to offer the Inihal Training Program 1if you meet our standards, your tramng
facility has been certified by us and your designated training manager has been certified by us You must
remmburse us for the travel, hiving and other expenses incurred m evaluating your facihity and your tramng
manager

9 You must pay us an Application Fee of $250 for each person who will own an ownershuip interest in your
Franchise The Application Fee 1s uruform to all individuals applying to purchase a Franchise and 1s not
refundable The chart above assumes there will be one person who has an ownership interest in your Franchise
Only one application fee 1s due per owner even if that owner will own an ownership interest in more than one
Franchuse
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10 The Initial Franchise Fee is $50,000 for each La Salsa® Traditional Restaurant and Operating Restaurant The
Irutial Franchise Fee 1s $25,000 for each La Salsa® Express Restaurant. The Initial Franchise Fee 1s $40,000 for
each Franchise purchased under our 3 Restaurant Program The Inthal Traimng Fee and Imtial Franchise Fee
are described 1n Item 5 of this Disclosure Document Your Designated Tramees must complete our Irutial
Tramming Program to our satisfaction for you to be eligible to become a Franchisee If there are no new
Designated Tramees, you will not be required to pay the Imitial Franchise Fee for subsequent franchised
businesses after your first Other than for an Express Restaurant, if your Designated Tramees complete the
Initral Trairung Program to our satisfaction, we will apply the entire $10,000 Imitial Training Fee toward your
Irutial Franchsse Fee The Inutial Training Fee for La Salsa® Express Restaurants 1s not credited against the Itial
Franchise Fee for La Salsa® Express Restaurants or toward any fees i the event of a transfer or assignment, and
15 1n addition to the Inthal Franchise Fee Other than for an Express Restaurant, or when you pay the Irutal
Tramning Fee 1n the event of a transfer or an assignment, 1f your Designated Trainees do not complete the Initial
Tramung Program to our satisfaction, we will refund $2,000 of the Imtal Training Fee to you within 30 days

You will also be responstble for costs of travel, living, compensation and other expenses If you sign an Area
Development Agreement, you must pay an Irutial Franchise Fee equal to $50,000 multiplied by the number of
La Salsa Restaurants which you must open The Grand Total figures in the charts above do not reflect the
$10,000 credit for the Imtial Tramning Fee which will be applied toward the Initial Franchise Fee if your
Designated Tramees complete the Initial Traming Program to our satisfaction

We generally do not provide financing for the Iruhal Traimng Fee or, Inutial Franchise Fee We may do so if and
when we determine, 1n our sole discretion, 1t 1s warranted by a umique or compelling situation Please see Item
10 for further information

11 You must, at all imes, maintain adequate reserves and working capital sufficient for you to fulfill all your
obligations under the Franchise Agreement and to cover the risks and contingencies of the franchised busimness
for at least 3 months These estimates do not include pre-opening training expenses, pre-opening food waste,
managerial salaries or any payment to you These estimates also do not take into account (1) the finance charges,
mnterest and related costs you may mcur if any portion for the imitial investment 1s financed, or (u) the costs of
a security system, which we esimate will cost between $500 to $750 per month to lease, or music system, which
we estimate to cost between $450 and $500 per month to lease These amounts are the minimum recommended
levels to cover operating expenses, including employee s salaries for 3 months However, we cannot guarantee
that those amounts will be sufficient Additional working capital may be requrred if sales are low or fixed costs
are high The disclosure laws require us to include this estimate of all costs and expenses to operate your
Franchise during the ‘ imitial phase” of your business, which 1s defined as a 3 month period, or longer if
“reasonable for the industry’ (' reasonable period”) We are not aware of any established longer “reasonable
period for the restaurant industry, so our Disclosure Document only covers a 3 month period We make no
guarantee, and do not intend to imply, that 3 months 1s a break even’ pont for you to recover your mitial
mvestment in your Restaurant We make no representation regarding how long 1t will take you to recover your
mutial investment or to become profitable We relied on our experience and that of our predecessor and affiliates
when preparing these figures If you wish to provide Catering Services from your Restaurant, we estimate the
cost for additional supplies (such as chafing dishes, warmers and other supplies) will be approximately $2,000
to $4,000

12 Our experience with sites for La Salsa® Express Restaurants 1s that, generally, there are no specific costs
associated with acquuiring real property since the La Salsa® Express Restaurant Franchisee typically already has
a contract with the owner of the Facility to provide foodservice at the Faciity Therefore, a La Salsa®

Express Restaurant Franchisee should not incur additional real property costs for the site of a La Salsa® Express
Restaurant

\\Fs1\apps\ lhsmh\ PK\ 26035-6\1077984 docx
2016 LA SALSA FDD- PEA 24
92116



13 Our experience with building and site improvement costs at La Salsa® Express Restaurants has varied
dramatically Accordingly, 1t 15 difficult to estimate the costs except in a very broad range These costs are
heavily dependent on the condition of the Facility and the venues of the location (1e, food court, in-hne space,
concession location, etc ) Insome instances, 1t also may be dependent on the amount of improvements required
by the owner of the Facility

14 The purchase price of an Operating Restaurant typically depends on the business's gross cash flow, the
remainung term of the master lease and the value of the leasehold In the typical case, you will purchase all
assets of the Restaurant owned by LAS Acquisition, including the goodwill of the business other than the
goodwill associated with the various Marks, recerve an assignment of all relevant commercial contracts and
sublease the Restaurant prenuses from LAS Acquisition under a Sublease (the Sublease ) substantially in the
form of Attachment E to the Asset Purchase Agreement In the typical case, you will pre-pay 1 month s rent
and a security deposit equal to 1to 3 months rent for the Restaurant premuses when you complete the purchase
of the assets LAS Acquisition will generally retain all habilities of the former business The purchase price and
the terms of the Asset Purchase Agreement and 1ts Attachments will vary considerably among Restaurants,
depending upon the gross cash flow for the existing business, the value of the leasehold, any unique
characteristics regarding each transaction and Restaurant, financing arrangements and other factors, and are
negotiable Your rent payable under the Sublease will be subject to the same adjustments provided for in the
Master Lease and will increase over the term of the Sublease 1n the same amounts that LAS Acquisition’s rent
increases under the Master Lease

15 If you purchase an Operating Restaurant, you will be required to pay our legal fees for the preparation of the
purchase and sale documents as well as your own attorneys fees

16 All amounts are non-refundable unless otherwise noted You should review these estimates carefully with a
business advisor before making any decision to purchase the franchise

ITEM 8
RESTRICTIONS ON SOURCES OF PRODUCTS AND SERVICES

Except as described below, you have no obhgation to purchase or lease from us or from suppliers
approved by us or according to specifications we issue

Restaurant Location, Goods Services, Supplies, Fixtures, Equipment, and Inventory

Restaurant Location You are solely responsible for locating your Restaurant site, the Franchused Location,
subject to our acceptance Unless we notify you in writing, within 20 days after you have submutted a site
presentation package for a proposed site, or 10 days after receipt of additional information which we request,
whichever 1s later, that the proposed site 1s acceptable, the site will be deemed rejected If your Restaurant has not
yet been constructed, or does not meet our current standards for new La Salsa® Restaurants, you must cause the
Restaurant to be constructed, equipped and improved in compliance with our specifications described 1n the
Manuals You may not relocate your Restaurant without our prior written consent

Construction Project Management You must retain the services of a construction project manager whom we
approve (the Project Manager”) to oversee the construction, or to construct, your La Salsa® Restaurant The
Project Manager may (1) act as a project manager and oversee the design and construction process, or (1) act as
your general contractor, and actually design and construct your Restaurant You are solely responsible for the
costs charged by the Project Manager in the amounts agreed upon directly between you and the Project Manager
Currently, our approved supplier for construction project management services 1s Bovis Lend Lease

We currently do not receive any payment, commussions or other compensation from Bovis Lend Lease, but we
reserve the right to do so in the future
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After you sign a lease or purchase contract for your Franchised Location, and prior to commencement of the
construction of your La Salsa® Restaurant, you must promptly submut to us, the Project Manager, the landlord
(f you are leasing the site of the Franchised Location) and local authorities all requisite drawings, designs, plans
and specifications for approval, and must obtain all required permuts and certifications, including those that
satisfy all zoning, building, access, sign, fire and health requirements

Goaods, Supplies, Inventory and Services You must serve all and only the products we authorize ( Authonzed
La Salsa®Products ') You must purchase and maintain in inventory a sufficient amount of Authorized La Salsa®
Products to operate your franchised business You must purchase all products which bear any of our trademarks,
solely and exclusively from us, an affiliate or a producer, manufacturer, supplier or service provider we approve
(“Approved Supplier”)

We may specify (1) certain proprietary salsa products, spice muxes, beverages, food products and other
mgredients and raw materials, which are grown, produced or manufactured according to our trade secrets,
proprietary recipes, specifications and/or formulas and (11) certain packaging, POS Systems, computer hardware,
software, modems and peripheral equipment (collectively the “ Proprietary Products”) You must buy Proprietary
Products only from us, or our affihates (if they sell them) or our designated suppler If you elect to purchase
Proprietary Products from an affiliate or us, they may derive profits from these purchases We will not be
obligated to reveal our trade secrets or the recipes, specifications and/ or formulas of Proprietary Products to you
or any third party You must purchase, use, and maintain n stock Proprietary Products in sufficient quantities
to operate your franchised business We are currently not the only approved supplier of Proprietary Products

We may designate certain non-proprietary food products, condiments, beverages, raw materials, fixtures,
furrishings, equipment, uniforms, supples, paper goods, menus, packaging, forms, customer comment cards,
POS Systems, computer hardware, software, modems and peripheral equipment and other products, supplies,
services and equipment, other than Proprietary Products, which you may or must use or sell at the Restaurant
(collectively the * Non-Proprietary Products”) You may use, offer or sell only those Non-Proprietary Products
that we expressly authorize You may purchase Non-Proprietary Products from (1) us or one of our affiliates (if
an affiliate sells them) (1) supphers we designate or (1) suppliers you select that we approve in advance 1n
writing Each supplier we designate or approve must comply with our usual and customary requirements
regarding insurance, indemnification, and non-disclosure, and satisfy us that it will supply products meeting our
spectfications (which may include particular brand names, model, contents, quality, freshness and comphance
with governmental standards), reliably deliver consistent quality products or services, and meet any other
requirements we determine 1s 1n the best interest of the System We may lumut certain items to a particular brand
or brands set by us (e g, beverages) To purchase items from us or one of our affihates, you must use the form of
purchase order we provide We may change our prices, delivery terms and other terms upon prior written notice,
but our prices to you will be the same as the prices charged to similarly situated franchisees

Equipment and Fixtures You must purchase and install, at your expense, all fixtures, furnishings, equapment
(including point-of-sale cash collecthon system), décor and signs as we direct You may not install on or about
your Restaurant any merchandise, furmishings, interior or exterior decor items, supphes, fixtures, equipment or
utensils unless they have been approved by us in writing You may purchase these items from a La Salsa®
Approved Suppher You are not obligated to purchase from a particular approved seller, but must use spectfic
brands of equipment, or comparable brands of equipment, subject to our prior written approval We may permut
you to use comparable brands of equipment, subject to our prior written approval

Computer Equipment Currently you must purchase or lease a computer system and use the required financial
reporting and inventory control software, which we approve and which meets the specifications described 1n the
Manuals (the La Salsa® Computer System’) You will be required to maintain the La Salsa® Computer System
in good repair and working order, including nstalling program software updates we specify or supply or
purchase from approved vendors

Insurance You must maintain mnsurance of the types and mmmimum amounts (naming us as an additional
insured) that we specify 1n your Franchise Agreement, the Operations Manual or in supplementary notices If you
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execute a Catering Addendum, mn addition to the msurance listed above, you must have that msurance as you
determune necessary or appropriate for habilities from your, or your designee s, use of any vehucle used to provide
Catering Services You may obtain additional msurance as you may desire Insurance policies may not be subject
to amendment or cancellation without at least 30 days prior written notice tous You must provide certificates of
mnsurance evidencing coverage on an ongoing basis Your coverage must mclude Employment Practices Liability
Insurance

Approval of Suppliers We, or our affiliates, may sell certain supplies, inventory, sauces, mixes, ingredients, and
other food products, packaging, hardware, software and other materials to you and our other La Salsa®
franchusees Presently, there are no products or services for which we, or our affiliates, are the sole approved
suppler

We will provide you with our Manual and various supplemental bulletins and notices that will contain
the specifications, standards and restrictions on your purchase of products and services Upon request, we will
furrush to you an approved hist of suppliers which we may update periodically You must operate your La Salsa®
Restaurant in strict comphance with the standard procedures, policies, rules and regulations contained mn the
Manual

If you wish to procure any items from a supplier other than us or a supplier we designate, you must
obtain our approval in the manner described 1n Section 93 2 of the Franchise Agreement that basically requires
that you 1dentify the proposed supplier, its name and address, and the item(s) you desire to purchase from that
supplier We may require you to deliver a sample Our specification and standards for suppler approval are
generally available upon written request If product specifications for the item are not mn the Manuals, we will
furrush the general, but not manufacturing, specifications for Non-Proprietary Products to you at your request
We may condition our approval among other things on the suppler agreemng in writing not to disclose any
Confidential Information regarding us or our operations, to comply faithfully with our specifications for the items
1t sells, to sell any materials bearing our marks only to our franchisees, and on the supplier demonstrating to our
reasonable satisfachion that 1t 1s able to supply commodities meeting our specifications on a continuing basis, and
that the suppher 15, and will continue to be, of good standing in the business commuruty with regard to its
financial soundness and the rehiability of its product and service We also have the right to requuire, as a condition
of approval, that our representatives be permutted to mnspect the suppher’s facilities and that this information,
specifications and samples as we reasonably designate be delivered to us and/or to an independent certified
laboratory designated by us for testing before granting approval You must pay a fee not to exceed the reasonable
cost of nspection and the actual cost of the test. In addition to product testing, a facility audit may be required If
we tentatively approve a request for an alternative supplier, you must submut a check for $1,500 to us as a deposit
against the costs we incur 1n mnspecting the suppler s facility, which must occur before final approval You will
be responsible for any additional costs and expenses associated with the mspection of the facihty We will use
our good faith efforts to notify you of our decision in writing within 60 days after we recerve your request for
approval and all requested back-up information You may not use a supplier unless we notify you of our approval
m wriing We may revoke a supplier’s approval for failure to comply with our requirements and specifications
We will disapprove or withdraw our approval of any supplier by written notice to you We regularly negotiate
purchase arrangements with primary supphers for the benefit of franchisees If we negotiate a purchase
agreement for the region where your Restaurant is located, you must participate 1n the purchasing program

We estimate that 100% of your expenditures for leases and purchases in establishing your La Salsa®
Restaurant and 1n operating the business on an ongoing basis will be for goods and services which are subject to
sourcing restrictions (that 1s, for which suppliers must be approved by us, or which must meet our standards or
specifications)

You will not recerve any material benefits from us or any supplier other than as hsted above We do not
provide or withhold material benefits to you based on whether or not you purchase through the sources we
designate or approve (except, that your purchase of items from unapproved suppliers would breach your
Franchise Agreement and subject you to possible termunation and other remedies under applicable law)
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Effective as of February 22, 2007, Fresh Enterprises entered into an agreement with Coca-Cola North
America FoodService under which Coca Cola products would be exclusively sold 1n all La Salsa® Restaurants La
Salsa Franchuse, LLC recetved total volume rebates from Coca Cola North America Food Service during the fiscal
year ending December 28, 2015 in the amount of $27,000 for all La Salsa Restaurants, which 1s approximately 9 8%
of the total marketing revenues of $273,000 earned during the fiscal year ending December 28, 2015 In addition
we or our affiliates may in the future receive rebates and/or allowances, usually ranging from between 2% to 4%,
from certain suppliers on purchases made by you and other La Salsa franchisees These rebates and/ or allowances
are generally based upon a percentage of franchisee purchases, will be included in our general revenue, and may
be used by us for a variety of purposes including ongoing programs, education, marketing, advertising, seminars
and conferences, the handling of inquiries and complaints from our franchisees’ customers and our general and
admurustrative expenses We may use rebate and allowance funds recerved from our supphiers for any purpose in
our sole and absolute discretion Except as stated above, none of our revenue was recerved from purchases of
products and services by franchisees during the fiscal year ending December 28, 2015

We did not recerve any payments from suppliers during the fiscal year ending December 28, 2015
Although we do not receive any revenues from required purchases or leases of products and services, we and
you may recerve price discounts based on volume purchases Presently there are no purchasing or distribution
Co-Ops None of our officers own an interest i any of our approved supplers

Credit Cards  You are required to honor all credit, charge, courtesy and cash cards approved by us in wnting
To the extent you store, process, transmit or otherwise access or possess cardholder data in connection with your
operation of the Restaurant, you are required to maintain the security of cardholder data and adhere to the then-
current PCI DSS, currently found at www pcisecuntystandards org, for the protechon of cardholder data
throughout the Term of your Franchise Agreement You are responsible for the secunty of cardholder data in the
possession or control of any of subcontractors you engage to process credit cards All subcontractors must be
identified to and approved by us in writing prior to sharing cardholder data with the subcontractor You must, 1f
requested to do so by us, provide approprniate documentation to us to demonstrate comphance with
applicable PCI DSS requirements by you and all identified subcontractors

ITEM 9
FRANCHISEE'S OBLIGATIONS

Thus table Iists your principal obligations under the Franchise Agreement and other Agreements It will help
you find more detailed information about your obligations in these Agreements and in other items of this
Disclosure Document

OBLIGATION SECTION(S) IN AGREEMENT DISCLOSURE
DOCUMENT ITEMS

a) Site selection and Section 5 of the Franchise Agreement, Section Items 8, 11 and 16
acquisition/lease 61 of the Area Development Agreement,
Section 1(B) of the Express Restaurant Franchise
Agreement

b) Pre-opening purchases/leases | Section 5 of the Franchise Agreement, Section 10 [ Items 5 and 16
of the Express Restaurant Franchise Agreement.

c) Site development and other pre- | Section 5 4 of the Franchise Agreement, Section | Items 7, 11 and 16

opening requirements 6 of the Area Development Agreement, Section
10 of the Express Restaurant Franchise
Agreement
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OBLIGATION

SECTION(S) IN AGREEMENT

DISCLOSURE

d) Irutial and ongoing traiming

Section 2 of the Imitial Trainmg Agreement,
Section 6 of the Franchise Agreement Section 8
of the Express Restaurant Franchise Agreement.

Items 6 and 11

€) Opening

Sections 54 and 6 1 of the Franchise Agreement,
Section 10(e) and Attachment A of the Express
Restaurant Franchise Agreement.

Item 11

f) Fees

Sections 2 and 3 of the Initial Training
Agreement, Section 4 of the Franchise
Agreement, Section 5 of the Area Development
Agreement, Sections 2 and 3 of the Express
Restaurant Franchise Agreement; Sections 3(a),
3(b), 3(c), 3(f) and 12(b) of the Asset Purchase
Agreement

Items 5 and 6

g) Comphance with standards and
policies/ Manuals

Section 2 of the Imtial Tramning Agreement,
Section 7 of the Franchise Agreement, Section 6
of the Express Restaurant Franchise Agreement.

tem 11

h) Trademarks and proprietary
information

Section 6 of the Irutial Trainung Agreement,
Section 11 of the Franchise Agreement, Sechion
11 of the Express Restaurant Franchise
Agreement

Items 11, 13 and 14

1) Restrictions on Sections 7 6,7 8, 713 and 7 14 of the Franchise Items 8 and 16
products/services offered Agreement, Sections 10(A) and 10(B) of the

Express Restaurant Franchise Agreement
]) Warranty and customer service | Not Applicable Not Applicable
requirements
k) Territorial development and Section 2 1 of the Area Development Item 12
sales quotas Agreement
1) Ongoing product/service Section 9 of the Franchise Agreement; Section 10 | Item 16
purchases of the Express Restaurant Franchise Agreement.
m) Maintenance, appearance and | Sections 34 6 and 55 of the Franchise Items 7 and 16
remodeling requirements Agreement, Sechion 10(A), 10(D) and 17(E) of

the Express Restaurant Franchise Agreement,

Section 15 of the Asset Purchase Agreement
n) Insurance Section 16 of the Franchise Agreement, Section Items 6 and 8

12 of the Express Restaurant Franchise
Agreement
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OBLIGATION

SECTION(S) IN AGREEMENT

DISCLOSURE

o) Advertising

Section 8 of the Franchise Agreement, Section 5
of the Express Restaurant Franchise Agreement.

Items 6, 11 and 13

DOCUMENT ITEMS

p) Indemmnification

Sections 132 4,13 3 4 and 17 2 of the Franchise
Agreement, Sections 7 3(c), 101 and 10 2 of Area
Development Agreement, Section 20 of the
Express Restaurant Franchise Agreement

Items 6, 12 and 17

q) Owner’s partictpation/
management/ staffing

Section of the Irutial Training Agreement,
Section 6 11 of the Franchise Agreement,
Sections 10(F) and 10(G) of the Express
Restaurant Franchise Agreement

Item 15

r) Records and reports

Sections 101 and 10 4 of the Franchise
Agreement, Section 4 of the Express Restaurant
Franchise Agreement

Item 6

s) Inspections and audits

Sechions 10 2 and 10 3 of the Franchise

Agreement, Sections 4(C) and 9(D) of the
Express Restaurant Franchise Agreement

Item 6

t) Transfer

Section 8 19 of the Iritial Training Agreement,
Section 13 of the Franchise Agreement, Section
7 3 of the Area Development Agreement,
Section 14 of the Express Restaurant Franchise
Agreement

Items 6 and 17

u) Renewal

Sections 3 2, 33 and 3 4 of the Franchise
Agreement, Section 4 2 of the Area
Development Agreement, Section 2(B) of the
Express Restaurant Franchise Agreement

Items 6 and 17

v) Post-termunation obligations

Section 15 of the Franchise Agreement, Section
45 of the Area Development Agreement,
Sections 11(A), 11(I), 15(B) and 17 of the Express
Restaurant Franchise Agreement

Items 6 and 17

w) Non-competition covenants

Section 12 of the Franchise Agreement, Section 8
of the Area Development Agreement, Sections
15(A), 15(B) and 17(G) of the Express Restaurant
Franchise Agreement

Item 17
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OBLIGATION

SECTION(S) IN AGREEMENT

DISCL.OSURE

DOCUMENT ITEMS

x) Dispute resolution

Sections 7 and 8 11 of the Irutial Traming
Agreement; Section 18 of the Franchise
Agreement, Section 11 of the Area Development
Agreement, Section 23 of the Express Restaurant
Franchise Agreement, Section 17 of the Asset
Purchase Agreement

Item 17

y) Taxes and Permuts

Sections 9(f), 9(h), 12(a) and 12(b) of the Asset
Purchase Agreement

Items1and 7

z) Computer hardware and
software

Section 7 3 of the Franchise Agreement, Section
4(A) and 10(C) of the Express Restaurant
Franchise Agreement

Item 16

aa) Other (Owners/Shareholder s
Guarantee)

Section 13 3 of the Restaurant Franchise
Agreement, Section 7 2 (viu) of the Area
Development Agreement

Item 15

bb) Security Interest

Section 4 9 of the Franchise Agreement

Item 10
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ITEM 10

FINANCING
ITEM AMOUNT DOWN TERMS APR MONTHLY | PREPAY | SECURITY LIABILITY LOSS OF
FINANCED FINANCED | PAYMENT | (YRS) % PAYMENT | PENALTY | REQUIRED UPON LEGAL RIGHT
{(SOURCE) DEFAULT ON DEFAULT

SELLER
FINANCING
Purchase Price A portion of | Varies Varies Varies Varies None Personal Loss of franchuse | Waive
for Operating purchase 2-10 Vanable interest rate Guarantee, | and/or presentment for
Restaurant price year equal to greater of security repossession of | payment, notice

amortizat | prime rate of interest on assets of of dishonor and

ton, all mterest plus 3% or assets of Restaurant protest.

due in 30 | 11% adjusted semu- Restaurant

months annually
INITIAL
FRANCHISE
FEE
Inttial Franchise | All or some Varies Vares Varies Vanes None Personal Loss of Warve
Fee for some or | of the Initial 2-10 Variable interest rate Guarantee, | franchise presentment for
all of the Franchise Fee year equal to greater of security and/or payment, notice
Franchises you | for some or amorhzat | prime rate of interest on repossession of | of dishonor, and
purchase all of the 1on, all interest plus 3% or assets of assets of protest

Franchises due m 30 | 11% adjusted serm- Restaurant | Restaurant
you purchase months annually
Leased Space for | Not Not 5-10 Not Apphcable Vartes None Note 4 Loss of None
Franchised Applicable Applicable | years franchise, back
Location rent damages
and attorneys’
fees
32
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Seller Financing LAS Acquisthon may, but 1s not required to, finance a portion of the purchase price for an
Operating Restaurant that it believes 1s appropriate under the circumstances if you purchase an Operating
Restaurant from LAS Acquisition under our current Asset Purchase Agreement (Exhibit D) and applicable
attachments LAS Acquisition’s financing generally will be based upon a 2 to 10 year amortization, all due and
payable within 30 months, with interest at a variable interest adjusted every 6 months after the closing date of
your purchase of the Restaurant at a rate equal to the greater of the prime rate of interest, as published by the
Western Edition of the Wall Street Journal, plus 3%, or 10% per annum You must pay LAS Acquisition a loan fee
equal to 1/2 of 1% of the amount LAS Acquisition finances and LAS Acqusition’s purchase and fiancing
document preparation legal fees on the closing date You must sign a Secured Promussory Note (in a form
substantially simular to the Secured Promussory Note attached as Attachment E to the Asset Purchase Agreement)
in LAS Acquisition’s favor in the amount fimanced (the “Purchase Note”) Monthly payments will vary depending
upon interest rates, term of note, down payment, etc

Payment of the Purchase Note will be secured by a security interest that you will grant LAS Acquisition
in the purchased assets in accordance with a Security Agreement (in a form substantially simular to the Securnty
Agreement attached to the Asset Purchase Agreement as Attachment F) (the ‘Security Agreement’ ) that you and
LAS Acquisition will sign on the closing date LAS Acquisition will file notice of 1ts security interest with a UCC-
1 financing statement. If you are a corporation, limuted hiability company, limited partnership or other business
entity, LAS Acquisition may require your shareholders, managing members and limuted partners to guarantee all
of your obligations to LAS Acquisition under the Purchase Note and Security Agreement under our Guarantee
(Exhibat I) If you default on any payment of principal or interest for more than 10 days, the Purchase Note will
immediately become due at the option of LAS Acquisition Failure to make the payments required by the Purchase
Note may result in termunation of the Franchise Agreement, and possibly any other agreement between you and
us, LAS Acquisition or our affihates, and LAS Acquisitions repossession of the Franchised Unut and the
Franchised Location If LAS Acqusibon must pursue collection of the Purchase Note, LAS Acquisiion may
require you to pay for 1ts legal fees and expenses

Inmitial Franchise Fee The Initial Franchise Fee 1s generally paid in full when you sign our Franchise Agreement,
however, we may, at our option, reduce, waive, defer or finance a portion of the Inutial Franchuse Fee 1f and when
we determine, 1n our sole discretion, 1t 15 warranted by a uruque or compelling situation If we do provide
financing, financing will generally, but not always, be based upon a 2 - 10 year amortization, all due and payable
within 30 months, with interest at a variable interest adjusted every 6 months after the closing date of your
purchase of the Franchise at a rate equal to the greater of the prime rate of interest, as published by the Western
Edition of the Wall Street Journal, plus 3%, or 11% per annum Currently, the maximum interest rate we charge
to La Salsa franchisees in Cahfornia 1s 9% You must sign a Secured Promussory Note (in a form substantially
simular to the Secured Promussory Note attached as Attachment E to the Asset Purchase Agreement) in our favor
in the amount financed Monthly payments will vary depending upon interest rates, term of note, down payment,
the amount financed, etc

Payment of the Promussory Note will be secured by a security interest that you will grant us in the assets of your
Restaurant in accordance with a Security Agreement (in a form substantally similar to the Security Agreement
attached to the Asset Purchase Agreement as Attachment F) that you and we will sign on the closing date We
will file notice of our security interest with a UCC-1 financing statement If you are a corporation, limited liability
company, limited partnership or other business entity, we may require your shareholders, members and limited
partners to guarantee all of your obligations to us under the Pronussory Note and Security Agreement under our
Guarantee (Exhibit I) If you default on any payment of principal or interest for more than 10 days or if you are
mn default under your Franchise Agreement, the Promussory Note will immediately become due at our option
Failure to make the payments required by the Promussory Note may result in termination of the Franchise
Agreement, and possibly any other agreement between you and us, LAS Acquisition or our affihates, and our
repossession of the Franchised Unit and the Franchised Location If we are required to pursue collection of the
Promissory Note, we may require you to pay for our legal fees and expenses

You may prepay the Promissory Note with no prepayment penalty You waive all rights of presentment, protest
and demand, notice of protest, demand, dishonor and nonpayment of the Prormssory Note, notice of acceleration,
notice of intent to accelerate, and any and all other simular notices, except the notice of default to be given if you
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don’t make your payments under the Promussory Note You are not barred from asserting a defense against us,
but if any legal action 1s brought to enforce or collect the Promussory Note, the prevailing party will be entitled to
reasonable attorney's fees and costs including any and all costs of collection, m addition to any other relief to
which that party may be entitled

We currently do not offer financing for any other purpose, but reserve the right to do so in the future We may in
the future assign or discount our loans to a third party If your loan 1s assigned, you may lose any defenses you
have as a result of the assignment

Subleases If you purchase an Operating Restaurant from LAS Acquisition, you will generally sublease the
Franchised Location from LAS Acquisition under a Sublease The precise terms of a Sublease can vary depending
upon many factors, ncluding the size and location of the Restaurant prenuses If you do not make a rent payment
on time, LAS Acquisition can collect the unpaid rent and other damages In addition, you must pay LAS
Acquisition a security deposit equal to 1 to 3 month’s rent If you default under the Sublease, LAS Acquisition
may apply your deposit against the amount you owe and you must restore the security deposit to 1ts original
amount within 10 days after a demand for payment The Sublease 1s Attachment E to the Asset Purchase
Agreement If you are in default under a Sublease, LAS Acquisition can termunate the Sublease and take over the
Restaurant and we can termunate your Franchise Agreement LAS Acquisition can also obtamn court costs and
attorneys’ fees following enforcement of the Sublease Payment of your obligations under the Sublease will be
secured by a security interest that you will grant LAS Acquisition 1n the assets of the Restaurant m accordance
with a Security Agreement (in a form substantially smular to the Security Agreement attached to the Asset
Purchase Agreement as Attachment F) that you and LAS Acqusition will sign on the closing date LAS
Acquisition will file notice of its security interest with a UCC-1 financing statement Sublessees may be
mdividuals or entihes which meet our then current requirements for non-mdividual franchisees These
requirements may mclude the signing of our Guarantee (Exhibit I) by some or all of the individuals holding an
equuty interest in the Sublessee/Franchisee

ITEM11
FRANCHISOR'S ASSISTANCE, ADVERTISING, COMPUTER SYSTEMS AND TRAINING

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

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

1 Restaurant Site Selection Assistance You are solely responsible for selection of the proposed
site of your Restaurant, which will be subject to our review and acceptance We may, without obligation, assist
you 1n locating a proposed site only after you sign the Franchise Agreement and pay the Imtial Franchuise Fee If
we do not accept the site within 20 days of your site presentation package, or within 10 days after receipt of
additional nformation, whichever 1s later, the proposed site shall be deemed rejected  You may not construe any
assistance we may provide, or our acceptance as a guarantee or other assurance that the proposed site will be
successful The factors we consider in accepting Restaurant locations include general location and neighborhood,
traffic patterns, parking, size, physical characteristics of existing buildings and lease terms If your Restaurant 1s
not operational within 12 months after signing your Franchise Agreement, we may termunate the Franchise
Agreement (Franchise Agreement, Sections511and512) We do not provide this assistance if you are sigung,
your Franchise Agreement with the renewal of an existing Franchise

2 Site Design Assistance We will provide a copy of our specifications for the décor and layout of
the Restaurant and required fixtures, equipment, furnishings, décor, trade dress and signs You are responsible
for the costs of preparing architectural, engineering and construction drawings and site plans, which you must
submut to us for our review and approval within 60 days after signing your Franchuse Agreement, and mn any
event, before you begin construction of your Restaurant You are responsible for the cost of construction and
remodeling (Franchise Agreement, Section 5 4.1) We will consult with you as we deem appropriate with regard
to construction or renovation and operation of the Restaurant (Express Restaurant Franchise Agreement,

Section 9(A))
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We do not provide thus assistance if you are sigrung a Renewal Franchise Agreement

3 Project Manager You must designate a Project Manager whom we approve to oversee the design
and construction, or design and construct your La Salsa® Restaurant (Franchise Agreement, Section 5 4 2)

4 Traming We provide an Inutial Training Program and opening assistance as described below
(Imitial Traming Agreement, Section 2, Franchise Agreement, Sechons 61 and 63, Express Restaurant
Franchise Agreement, Section 8(A)) The Initial Training Program 1s not provided if you, or any of your affihates,
or an owner of either, currently owns or operates a La Salsa® Restaurant or if the Franchise Agreement 1s signed
as a renewal Franchise Agreement. (Franchise Agreement, Section 61 3) We will provide operung assistance at
your Restaurant, as described below, only if this 1s the first La Salsa® Restaurant owned or operated by you, or
any of your affiliates

5 Manuals Except if you are signing your Franchise Agreement with the renewal of an existing
Franchise, we will loan you 1 copy of our confidential operations Manuals to use during the term of the Franchise
Agreement The Manuals contain our standard operational procedures, policies, rules and regulations with which
you must comply We will allow you to review our Manuals before you sign your Imtial Training Agreement A
copy of our Manuals 15 located at our corporate headquarters Before reviewing our Manuals, you must sign a
Confidentiality Agreement in the form attached as Exhubit G (Franchise Agreement, Section 7 4.3, Express
Restaurant Franchise Agreement, Section 6) Our Manuals contain 254 pages You must operate your La Salsa®
Restaurant m compliance with the terms of your Franchise Agreement and the Manuals You alone will exercise
day-to-day control over all operations, activities and elements of your La Salsa® Restaurant, including over your
employees Under no circumstance will we do so or be deemed to do so The various requirements, restrictions,
prohibitions, specifications and procedures of the La Salsa® System with which you must comply under the
Franchise Agreement and the Manuals do not directly or indrrectly constitute, suggest, infer or imply that we
control any aspect or element of the day-to-day operations of your La Salsa® Restaurant, but only constitute
standards to which you must adhere when exercising your control over the day-to-day operations of your La
Salsa® Restaurant consistent with our policies (Franchise Agreement, Section 55 1)

6 Franchise Disclosure Document. If you have signed an Area Development Agreement, upon
our acceptance of a site, we will give you a copy of our then-current disclosure document, if required by applicable
law, together with 2 execution copies of a Franchise Agreement for the site (Area Development Agreement,
Section 6 2)

Post-Opening Obligations  We have the following obligations to you during the operation of your business

1 If you reasonably request, we will furrush additional assistance and advice concerning your
performance under the Franchise Agreement and the operation of your Restaurant In our sole discretion, we
may send a representative to your Restaurant to discuss the operation of your Restaurant with you We may make
recommendations that we deem appropnate to assist your efforts However, you alone will establish all
requirements, consistent with our policies, regarding' (1) employment pohcies, hiring, firing, training, wage and
hour requirements, record keeping, supervision, and discipline of employees, (1) the individuals to whom you
will offer and sell your products and services, and () the supphers from whom you obtain any products or
services used in or at your Restaurant for which we have not established Baja Fresh approved supphers
(Franchise Agreement, Section 6.4, Express Restaurant Franchise Agreement, Section 9(C))

2 We will periodically designate La Salsa® Brand Products, Proprietary Products and Non-
Proprietary Products which you may or must stock and promote (Franchise Agreement, Sections 91,- 93,
Express Restaurant Franchise Agreement, Section 10(B)

Length of Time to Open Restaurant If the Restaurant will be your first La Salsa® Restaurant, you must complete
the Irutial Traiung Program and obtain a site for your first Restaurant within 6 months after sigrung the Irtal
Trairung Agreement, and you must open your first Restaurant for business within 12 months after signing your

Franchise Agreement, unless we agree otherwise Your failure to do so will constitute a material default and
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subject you to termunation of the Franchise Agreement. You should not sign a lease or purchase a site for your
first Restaurant until we notify you that you have successfully completed our Inthal Traiming Program (Initial
Traming Agreement, Section 2, Franchise Agreement, Section 5 4 5)

If the Restaurant will not be your first La Salsa® Restaurant, you must open the Restaurant for business
within 12 months after signing your Franchise Agreement (Franchise Agreement, Section 5 4.5) If you do not
already have a location when you sign your Franchise Agreement, you must purchase or lease a site for your La
Salsa® Restaurant promptly following signing the Irutal Traming Agreement You will sign a Franchise
Agreement after you have found a location for your La Salsa® Restaurant

A La Salsa® Restaurant usually opens for business 16 to 32 weeks after the Franchise Agreement 1s signed
or the location 1s accepted Factors which may affect the length of time between sigrung of the Franchuse
Agreement and opening for business include the time necessary to locate a location which we will accept, to
obtain any financing you need, to obtamn required permuts and governmental agency approvals, to fulfill local
ordinance requirements, to complete construction, remodeling, alteration, and improvement of the Franchised
Location, including the installation of fixtures, equipment and signs, to complete our Initial traiming program and
to complete the hiring and training of personnel Delay in construction may be caused by inclement weather,
matenal or labor shortages, labor actions, slow deliveries, equipment shortages and similar factors

You may open a La Salsa® Restaurant under an Area Development Agreement only by signing a
Restaurant Franchise Agreement for that locaion As noted above, we estimate the length of time between
signing a Franchise Agreement and the opening of your Restaurant 1s between 16 to 32 weeks

You may not open your La Salsa® Restaurant at the Franchised Location for business until you have
recerved our written authorization, which may be conditional and subject to our satisfactory mspection of the
Restaurant at the Franchised Location.

Site Selection/Lease/Purchase of Real Estate If you do not already have a location when you sign your
Franchise Agreement, you must purchase or lease a site for your La Salsa® Restaurant promptly following sigrung
the Initial Trairung Agreement) You must submut your proposed lease to us to allow us at least 15 days to confum
that the required provisions in Section 5 3 1 of the Franchise Agreement have been included 1n the lease and that
you and your landlord have signed an Option to Obtain Lease Assignment (Exhibit L) in the form we specify,
and you must provide us with a fully signed copy of any lease you sign following our acceptance (Franchise
Agreement, Section 531) Our acceptance of your lease 1s based solely on our own interests and does not
represent any guarantee or endorsement by us of the Franchised Location or confirmation that the lease complies
with applicable law or that the terms of the lease are favorable to you If we accept the proposed site, we will
notify you of our preliminary acceptance of the site, subject to our further analysis, your successful negotiation of
a final lease or purchase agreement acceptable to us, and other reasonable conditions we may impose Your lease
must not (a) obligate us in any manner or (b) contain any provision inconsistent with your Franchise Agreement
In addition, your lease must provide for the following: (1) that the lessor must not change the traffic flow around
the Franchised Location, (u) provide that the lessor must not permut the erection of signs or structures which
obstruct the view of the Franchised Location or its signage, (i) that the lessor must maintain the common areas
on a consistent basis, (1v) that your Restaurant will be the only facility specializing in Mexican-style food sales in
the center (or nearby centers owned by the same lessor), (v) unless we agree otherwise in writing, provide for a
term at least as long as the term of your Franchise Agreement, (v1) provide that the Franchised Location will be
constructed and approved according to our specifications, (vu1) that we, or our designee, may assume the lease or
sign a substitute lease, at no cost or expense, upon termmation or expiration of the Franchise Agreement and
upon the occurrence of certamn other events according to the terms of our then-current standard form Option to
Obtain Lease Assignment Agreement attached to this Disclosure Document as Exhibit L, (viu) that we, or our
designee, may assume the lease upon your failure to exercise any options to renew or extend the lease, according
to the terms of our then-current standard form Option to Obtain Lease Assignment Agreement (Exhibat L), (1x)
that the lessor must notify us in writing at least 15 days before termunation of the lease, and, in the case of your
default, must provide that we may cure any default by you and succeed to your rights under the lease or request
that the lessor terminate the lease and si1gn a substitute lease according to the terms of our then-current standard
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form Option to Obtain Lease Assignment Agreement (Exhibit L), (x) that the lease may be not assigned, subleased
or modified without our prior written consent, (x1) the lease may not contain a non-competition covenant which
restricts us, our affiliates, or any other La Salsa® franchusee from operating a La Salsa® Restaurant or any other
retail establishment, (xu) that the lessor must, at our request, disclose sales and other mformation which you
furrushed to the lessor, and (x1u) that upon expiration or termunation of the lease for any reason, you must remove
all La Salsa® trademarks and modify the decor of the Franchised Location so that 1t no longer resembles a La
Salsa® Restaurant and, if you fail to do so, we may enter the premuses to make the alterations You and we must
agree on a site and you must obtain all permuts required to construct, remodel, renovate, and equip the Restaurant
and begin construction within 60 days after we sign the Franchise Agreement, unless we otherwise agree in
writing If you fail to so, we may terminate the Restaurant Franchise Agreement. (Franchise Agreement Sections

541and 143

If you are purchasing the Franchised Location, you must submut the contract for purchase and sale to us
for approval at least 15 days before you sign 1t, and provide a fully signed copy within 15 days following signing

(Franchise Agreement Sections 51 1)

Area Development Agreement At the time you sign each Franchise Agreement under an Area
Development Agreement, you will be required to locate the site for your La Salsa® Restaurant, but we must
approve the site and our then-current standards for La Salsa® Restaurants will apply You must subrmut to us for
our review a site review request, including demographic and other information regarding the proposed site and
neighboring areas If we accept the proposed site, we will notify you of our preliminary acceptance of the site,
subject to our further analysis, your successful negotiation of a final lease or purchase agreement acceptable to
us, and other reasonable conditions we may impose Promptly following receipt of our preliminary acceptance
of the site, you must negotiate a lease or purchase agreement for the site and submut a copy to us to allow us at
least 15 days to confirm that the provisions set forth in Section 6 3 of the Area Development Agreement have been
included 1n the proposed lease or purchase agreement and 1n the case of a lease, that you and the landlord have
executed an Option to Obtain Lease Assignment 1n the form attached to this Disclosure Document as Exhibit L
After our preliminary acceptance of the site and the proposed lease or purchase agreement, we will give you 2
execution copies of the Franchise Agreement for the proposed location, together with our current disclosure
document 1if required under applicable law You must return the signed Franchise Agreement to us within 30
days after you receive the disclosure document and execution copies of the Franchise Agreement (but no sooner
than immediately after any applicable waiting periods required by applicable laws have passed) You must also
provide a fully signed copy of the lease or purchase agreement promptly after signing Following our receipt of a
final lease or purchase agreement acceptable to us, we will notify you of our final acceptance of the site You may
not sign the lease (or purchase agreement) until we deliver a Franchise Agreement signed by both you and us,
and our final acceptance of the lease (or purchase agreement) and site You must sign your Franchise Agreement
and etther a lease or purchase agreement at least 180 days before the date that each La Salsa® Restaurant must be

opened under your Area Development Agreement (Area Development Agreement, Sections 2, 6 2 and 6 3)

You must cause the Restaurant to be constructed, equipped and improved in compliance with our current
design standards and trade dress You must retain the Project Manager to oversee the construction, or to construct,
your La Salsa® Restaurant The Project Manager may (1) act as a project manager and oversee the design and
construction process, or (1) act as your general contractor, and actually design and construct your Restaurant
You are solely responsible for the costs charged by the Project Manager in the amounts agreed upon directly
between you and the Project Manager (Franchise Agreement, Section 5 4)

You may not open your La Salsa® Restaurant at the Franchised Location for business until you have
received our written authorization, which may be conditional and subject to our satisfactory mspection of the
Restaurant at the Franchised Location. (Franchise Agreement, Section 5 4 3)

Purchase of Operating Restaurant If you purchase an Operating Restaurant from LAS Acquisition, you
must sign an Asset Purchase Agreement (Exhibit D) and applicable Attachments and a Purchase Addendum
(Exhibit K) Under the terms of the Asset Purchase Agreement, you must purchase the Assets of the Restaurant,

which may include fixtures, furnishing, equipment, décor, signs, as well as any supplies and materials used or
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sold by the Restaurant You must sublease the Restaurant premises from LAS Acqusition under a Sublease and
make monthly rental payments to LAS Acquisition. Under the terms of the Sublease, you must pay Rent in an
amount equal to the rental payments which LAS Acqusition 1s obligated to pay the landlord under the Master
Lease plus an additional amount up to 10% of these payments In addition, you must pay LAS Acquisition a
security deposit equal to 1 to 3 month s Rent. Your rent payable under the Sublease will be subject to the same
adjustments provided for in the Master Lease and will increase over the term of the Sublease 1n the same amounts
that LAS Acquisition’s rent increases under the Master Lease If you default under the Sublease, LAS Acquisition
may apply your security deposit agaimnst the amount you owe and you must restore the security deposit to its
onigmal amount within 10 days after a demand for payment The Sublease 1s Attachment E to the Asset Purchase
Agreement You may also be required to assume contracts with suppliers of goods and services to the Restaurant
As a condition to the purchase of an Operating Restaurant, you must, at your sole cost and expense, refurbish,
remodel and improve the Operating Restaurant to conform the building design, trade dress, color schemes, and
presentation of Marks to our then current public image no later than 1 year after the closing date of your purchase
of an Operating Restaurant Remodeling may include extensive structural changes to an Operating Restaurant
and replacement or modification of furmishings, fixtures and equipment as well as such other changes that we
may require We may, in our sole discretion, waive or defer your obligation to remodel the Restaurant if we
determine that the Restaurant 1s in substantial conformity with our then-current standard system decor
specifications {Asset Purchase Agreement, Section 15)

Electronic Point of Sales (POS) System You must purchase and maintain an electromc Point of Sale system to
record gross sales and transaction data, such as item ordered, price and date of sale (the “POS System”) We
currently require you to purchase and use the specific make and model of POS system listed below We are not
required to provide or assist you to obtain these items You must connect the POS System to a computer network
that 1s capable of accessing the Internet via an mternet service provider ( ISP”) such as AT&T, Verizon, Earthlink,
etc We will have the right to independently access all information and financial data recorded by the POS System
for daily polling, audit and sales verification Updates or replacement of the POS System, both hardware and
software, or the cash register system may be required Your POS System must be comphant with current PCI DSS
Provided your POS System remains comphant with current PCI DSS, you will not be required to replace the POS
System any more frequently than once every 3 years (Franchise Agreement, Section 7 3 1)

Franchisor’s approved POS System that can perform this function 1s the Micros RES 3700 System. The
manufacturer of the Micros RES 3700 POS System 1s Oracle America, Inc, 7031 Columbia Gateway Drive,
Columbia, Maryland 21046, (443) 285-6000 Our Corporate IT Department will provide current contact
mformation of the Account Executive at Micros upon request

The approximate cost of one of these systems ranges from $12,000 to $25,000 depending on specific store
setup and requirements

Your POS system must stay in compliance with our standards, which includes updating and upgrading
the system during the term of the Franchise Agreement Except as provided above, there 1s no contractual
limutation on the frequency or the cost of the obligation (Franchise Agreement, Section 7 3 1, Express Restaurant
Franchise Agreement, Section 10(A)) We reserve the right to decide and determine the most suitable POS System
for System Restaurants, including your Restaurant

Your POS System must include the required technology to permut the following:

*  You must have a broadband Internet connection (DSL, Cable, Satellite, T1, etc ) with a mmimum of one static
IP address at your franchise location
*  You must have and maintain a broadband firewall router to protect your store network from hackers
* You must be able to accept and process La Salsa gift cards sold 1n retail stores and other La Salsa Company
locations We recommend the following systems
o Gift Card Management Processmg' Stored Value Solutions Current rate and contact information
will be provided by us
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Computer System We may 1n the future, establish an Intranet through which franchisees may commurucate with
each other If we do so, upon not less than sixty (60) days prior written notice from us, you will purchase, use and
mamtamn a personal computer system as specified in the Manuals or otherwise by us in writing for use in
connection with the Restaurant (the ‘Computer System ) We will designate certain computer software used m
the operation of Restaurant at the Franchised Location We will require you to mamtain an e-mail account and
connect the Computer System to a broadband Internet connection at all ttmes and be capable of accessing the
Internet via an ISP (such as AT&T, Venzon, Cox, etc) You will obtain all software and hardware, mcluding digtal
still and video cameras, that we may specify to enable you to send and receive e-mail and digital photos and
streamuing video or other multimedsa signals and information to and from the Franchised Location, and you must,
upon our request, periodically transmut digital photos and real time video and audio signals of the Franchised
Location, and m the form and manner we prescribe You must purchase any upgrades, enhancements or
replacements to the Computer System and / or hardware and software as we may periodically require (Franchise
Agreement, Section 7 3 2, Express Restaurant Franchise Agreement, Section 10(C))

We estimate the cost of the Computer System to be $800 to $1,200, and the cost of an electromc connection
to the Internet to be approximately $ 100-$ 150 per month We estimate that annual costs to maintain the Computer
System will range from $500 to $600

You are required to apply for and maintamn debut cards, credit cards or other non-cash systems currently
existing or to be developed 1n the future to enable your customers to purchase products using these procedures
These systems must comply with the current Payment Card Industry Data Security Standard (PCI-DSS)

Franchige Agreement, Section 7 3 1)

Internet Wehave registered the Internet domain name lasalsa.com and have established a site using this domain
name You acknowledge that the domamn name 1s our sole property You may not use m any manner any
computer medium or electronic medium (for example, any Internet home page, e-mail address, website, domain
name, URL, bulletin board, newsgroup or other Internet related medium or activity) that contain our Marks, or
any other words, symbols or terms confusingly stmilar to our Marks without our express prior written consent
We may include on our Internet web site interior pages that identify all La Salsa® Restaurants, including your La
Salsa® Restaurant. (Franchise Agreement Section 8 6, Express Restaurant Franchise Agreement, Section 10(C))

We have the sole right to market on the Internet and use the Marks on the Internet, including all use of
websites, domain names, URLs, directory addresses, email addresses, metatags, linking, advertising, cobranding
and other arrangements, and 1n all other forms of electronic media You may not separately register any domain
name or any portion of a domain name containing the Marks or participate or market on any website or other
form of electronic media (including social technology, social media and social networking platforms) using the
Marks unless you first obtain written approval from us Your general conduct on the Internet or other forms of
electronic media, including your use of the Marks or any advertising, is subject to the terms and conditions of the
Franchise Agreement and any other rules, requirements or policies that we may identify periodically (Eranchise

Agreement Sections 2 3 3, 8 7, Express Restaurant Franchise Agreement, Sections 5(D) and 11(D))

Intranet We may, at our option, establish an Intranet through which our franchisees may commurncate with
each other, and through which we may communicate with you and may disseminate the Manuals, updates and
other confidential information to you If we establish an Intranet, you must establish and maintain an electronc
connection with the Intranet that allows us to send messages to and recerve messages from you At our request,
you must contribute a reasonable amount, not to exceed $1,000 per year, toward the cost of the Intranets
mamtenance We will have sole discretion, independent access and control over all aspects of the Intranet,
including the content and functionality of the Intranet You will have the mere privilege, and not the right, to use

the Intranet, subject to your compliance with our Policies (Franchise Agreement Section 7 15)

Cooperative Advertising As of the date of this Disclosure Document, we have not established any local or
regional advertising cooperatives (' Co-Op’) If we do so 1n the future, you must participate 1n any advertising
Co-Op for the region in which your Restaurant 1s located We will contribute a like percentage of sales to the
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applicable Co-Op, if any, within which any La Salsa® Restaurant operated by us, or our affihates, 1s located We
may change, dissolve, or merge Co-Ops 1n our sole discretion You must contribute to the Co-Op as determned
by the members of the Co-Op, not to exceed 15% of your Gross Sales as determined by vote of the Co-Op
members, subject to our written approval All of your contributions to the Co-Op will be applied to the muumum
local advertising requirement described below (Franchise Agreement, Section 8 2) There 1s no advertising
council at the present time

Market Development Fund Advertising Fee You must pay our Marketing Development Fund an Advertising
Fee equal to 1% of your Gross Sales to promote and enhance the image, brand 1dentity or patronage of La Salsa®
Restaurants owned by us and by franchisees Under the terms of the Franchise Agreement, we may, on 90 days
written notice to you, require that you to pay the Marketing Development Fund up to 3% of your Gross Sales We
will pay advertising fees for each La Salsa® Restaurant operated by us or Las Acquisition equal to the amount that
would be required to be contributed if it were a franchused Restaurant. If we spend less than the total of all
contributions to the Marketing Development Fund dunng any fiscal year, 1t may accumulate the sums for use n
later years If we, or LAS Acquisition, advance money to the Marketing Development Fund beyond what we
contribute on account of our company-owned Restaurants, we will be entitled to reimbursement, plus reasonable
mnterest (Franchise Agreement, Section 8 3, Express Restaurant Franchise Agreement, Sections 3(C) and 5(B))

We will spend Marketing Development Fund revenue for national, regional or local advertising, public
relabons and promotional campaigns, typically in media such as direct mail advertising, newspapers, radio, and
cable and local television This sum may also be spent for other items including conducting marketing studies,
and the production and purchase of advertising art, commercials, musical jingles, print advertisements, pomnt of
sale matenals, media advertising, outdoor advertising art, and direct mail pamphlets and Iiterature, and may also
be allocated to rexmburse us or our affiliates for internal expenses of operating an advertising department and
admunustration of the Marketing Development Fund We determune, 1n our discretion, all matters for advertising,
public relations and promotional campaigns and we are not required to allocate or expend Marketing
Development Fund contributions for the benefit of any particular franchisee or group of franchisees on a pro rata

or proportional basis (Franchise Agreement, Section 8 3, Express Restaurant Franchise Agreement, Sechion
5(B)) We do not use any Marketing Development Fund funds for advertising to sohcit new franchisees

At your request, we will furrush to you within 90 days after the end of each of our fiscal years, an
unaudited report showing the Marketing Development Fund balance at the beginming of the year, the total
amount contributed by franchisees and by LAS Acquisition for our company-owned La Salsa® Restaurants, the
amount actually expended for the year, and the remaining balance or deficit in the Marketing Development Fund
at the end of the fiscal year end If less than the total of all contributions and allocations to the Marketing
Development Fund are expended during any fiscal year, any excess may be accumulated for use during later
years

In the fiscal year ended December 28, 2015, the total Marketing Development Fund expenditures are as
follows

Category Percentage of Expenditures
Admunistrative 66%

Production 40 4%

Media Placement 520%

Gift Cards & Fees/Processing/Commnussions 05%

Other 05%

Total 100%

Less than 1% of the Marketing Development Fund was used to solicit new franchisees

Local Advertising You must spend an amount equal to 2% of your Gross Sales each calendar quarter on local
advertismg and promotion of your Restaurant. Under the terms of the Franchise Agreement, we may, on 90 days
written notice to you, require you to spend up to 3% of your Gross Sales each calendar quarter on local advertising
and promotion of your Restaurant All advertising must meet our specifications in our Operations Manual You
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must submut to us before use samples of all local advertising materials, and descriptions of all local advertising
programs, not prepared or previously approved by us, for our approval You may not use any advertising
material or program or use the La Salsa® logo or trademarks in any public manner without our prior written
approval (Franchise Agreement, Section 8 1)

Telephone Numbers and Directories You must maintain, at your own expense, 1 or more telephone numbers
which must be listed in the white pages and yellow pages of one or more telephone directories which we
designate You must conduct all telephone directory advertising under our then-current standards and
specifications, as stated in the Manuals, and all advertising, including telephone directory advertising, 1s subject
to our prior written approval (Franchise Agreement, Section 8 4)

Catering Marketing Fund We have the right to establish a Catering Marketing Fund If you execute the Catering
Addendum, you must participate in the Catering Marketing Fund, if established We do not currently intend to
require monthly payments to the Catering Marketing Fund, but rather to require you to contribute amounts as
are determuned by us periodically to support specific inthatives under catering  As of the date of thus Disclosure
Document, you are not required to contribute any monies under the Catering Marketing Fund We, or our
designee, will direct all marketing and advertising activities financed by the Catering Marketing Fund

Promotional Campaigns We may periodically conduct promotional campaigns on a national or regional basis
to promote products or marketing themes You, and each Co-Op, must participate in all promotional campaigns
which we may establish for the region in which your Restaurant 1s located (Franchise Agreement, Section 8 5,
Express Restaurant Franchise Agreement, Section 731) Within a reasonable time after our request, you must
mmplement and maintain smart cards or other similar customer loyalty system to track customer purchases and
reward frequent customers for their purchases (Franchise Agreement, Section 7 3 1(c))

The La Salsa Initial Traming Program Before beginning operation of your first Traditional Restaurant, or
company-owned and Operating Restaurant, your Designated Trainees must successfully complete our Initial
Training Program to our satisfaction at a location or locations we designate Before you become eligible to sign a
Franchise Agreement for your first Company-Owned & Operating Restaurant, you must sign our Inttial Training
Agreement, pay us our $10,000 Irutial Training Fee and complete our Initial Traimung Program to our satisfaction
After you sign a Restaurant Franchise Agreement for your first Traditional Restaurant or Express Restaurant, you
must sign our Inihial Training Agreement before you begin our Irutial Training Program and pay us our $10,000
Initial Training Fee You will also be responsible for all expenses, costs and losses, including salanes, travel and
living expenses incurred for your Designated Trainees, with attendance at any tramning provided by us The Imihal
Traming Program 1s not provided and an Irutial Trainung Fee is not payable, if you or any of your affihates owns
and operates a Restaurant when you sign your Franchise Agreement. If you sell your Restaurant, and you, or
your owners with a controlling interest, or a member of your serior management team have successfully
completed our current Imitial Traming Program and earned the designation of  Certified Trainer , you and your
Certified Tramner will be responsible for training the buyer of your Restaurant at your expense If you don t have
a Certified Tramner on staff, we will train the buyer of your Restaurant and one other person at your expense and
you will pay us a $10,000 Transfer Tramning Fee Other than for an Express Restaurant, the Irutial Trairung Fee 1s
applied toward the Initial Franchise Fee for your Restaurant, when we sign the Franchise Agreement for your
Restaurant, if your Designated Trainees complete the Imitial Training Program to our satisfaction If you are
purchasing acompany-owned and Operating Restaurant under an Asset Purchase Agreement, the Initial Trairung
Program must be completed before you are eligible to sign a Franchise Agreement (Franchise Agreement,

Sections 61 1, Asset Purchase Agreement, Section 5(a), Express Restaurant Franchise Agreement, Section 8(A))

The Imhal Training Program 1s directed and conducted by our approved training personnel who have
experience m the food busmess All traiming materials and supphes are provided by us Currently, our Initial
Tramung Program 1s approximately 6 to 8 weeks and takes place at our training faciliies in our corporate office
in Southern California or at a La Salsa® Restaurant we designate We plan to hold traming on an as-needed basis
as we determune appropriate Your Designated Trainees must also successfully complete the ServSafe® Food
Safety Certification Program, or show evidence of prior ServSafe certification We may, in our discretion, replace
the ServSafe® Food Safety Certification Program with another food safety certification program, if deemed
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appropriate You will be responsible for all fees and material costs associated with a certification program
(Franchise Agreement, Section 6 1 1, Express Restaurant Franchise Agreement, Section 8(A))

Our Irutial Tramning Program 1s conducted in Enghsh Our Manuals which govern the operation of the
Restaurant that we provide to you are written m Enghsh Most Restaurants are located in places where the
predomunant language 1s English Therefore, we consider English language proficiency to be important both to
successful attendance at, and completion of, our traming program, and in the day-to-day operation of your
Restaurant, including being able to provide your customers with a high-level of customer service We plan to
implement an English language proficiency requirement Once implemented, before attending trainung, a person
whose native language 1s not English, or who does not meet other criteria that we specify, will first need to score
sufficiently hugh as determined solely by us, on a professionally-administered Enghish language proficiency
examunation. A person who does not achieve the required score will not be permutted to attend trarrung, and
therefore cannot satisfy the day-to-day management requirement under the Franchise Agreement We do not
anticipate requiring certain persons to take an English language proficiency examunation, such as persons who
attended and graduated from an accredited college or uruversity m an English-speaking country, where the
course of study was taught in English, or who meet other simular criteria that we may establish.

INITIAL TRAINING PROGRAM

SUBJECTS HOURS OF HOURS OF
CLASSROOM ON THE LOCATION
TRAINING JOB
TRAINING
Orientation, Food Prep, Broiler | 40 - 80 75 Corporate office - currently Irvine, Califorma or
Station, Planchero Station at a La Salsa® Restaurant we designate
Tostadero Station, Restaurant
Sarutation, Kitchen Opener,
Kitchen Closer
Expediter Statton, Diming Room | 120 32 Corporate office - currently Irvine, Califorrua or
Station, Corzaon Station at a La Salsa® Restaurant we designate
Management Opening Duties 160 - 320 90 Corporate office - currently Irvine, California or
Management Closing Duties at a La Salsa® Restaurant we designate
Floor Management
Total 320 - 520 hour | 197
NOTES
1 Training will be provided for up to 2 supervisorial or managerial employees selected by you who will be

the Operating Principal, Director of Operations and/or Restaurant Manager of your Restaurant. Randy Kunin, a
member of the LA SALSA® team smnce October 2013, 1s our Irutral Trainung Program mstructor Mr Kurnun has 37
years of experience relevant to the subjects taught The Manuals will be used as our primary instructional
material

2 1f you are signing your Franchise Agreement for the first La Salsa® Restaurant, we will furrush you with
2 persons at no cost to you to assist you for 1 week before you open your Restaurant and 1 week after you open
your Restaurant. We do not provide operung support for any additional La Salsa® Restaurants you open.

3 We may make available add1tional mandatory or optional, in our discretion, traning courses or programs
which you, your Operating Principal, Director of Operations and each Restaurant Manager, or other supervisorial
or managerial employees, or any of them, may or must attend at locations we select on a national or regional
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basis, to mstruct you on new procedures or programs which we consider to be of major importance to the
operation of your Restaurant You must pay our then current fees for these training courses, currently $500 per
week, and must pay all transportation costs, food, lodging and similar expenses you or your Designated Trainees
incur to attend the traiming (Franchise Agreement, Section 6.2.3, Express Restaurant Franchise Agreement,
Section 8(B)) We may make recommendations if we deem appropriate to assist you in the operation of your Baja
Fresh Restaurant However, you alone will establish all requirements, consistent with our policies, regarding (1)
employment policies, hiring, firing, training, wage and hour requirements, record keeping supervision, and
discipline of employees, (11) the mdividuals to whom you will offer and sell your products and services, and (1)
the suppliers from whom you obtain any products or services used m or at your Baja Fresh Restaurant for which
we have not established Baja Fresh approved suppliers (Franchise Agreement, Section 6 4)

4 If you operate 3 or more La Salsa® Restaurants, you may apply to offer the Initial Traimuing Program at
your traimng facility (which may be a La Salsa® Restaurant) We may certify you to offer the Inutial Training
Program if you meet our standards, your tramning facility has been certified by us and your designated training
manager has been certified by us  You must rexmburse us for the travel, hiving and other expenses incurred 1n
evaluating your facility and your training manager

5 The hours of classroom training shown in the chart represent the minimum number of hours required
to successfully pass the course The actual hours will depend on a variety of factors, including the tramee’s prior
experience and hus or her ability to pass any wrnitten and/or practical exams to our satisfachon The matenals
used 1n the traiming program are the Manuals, as well as various traimning videos

6 Instructors are subject to change

ITEM 12
TERRITORY

Franchise Agreement You will be permitted to operate your Restaurant at a specific location that we accept, as
described 1n the Franchise Agreement (Exhibit B} You will not recerve any protected or exclusive territory Our
acceptance will be based upon a variety of factors which may include the viability of the then-current location
and demographics including, number of households, household income, vehicular traffic, number of La Salsa®
Restaurants near the proposed new location. You will not be granted an exclusive territory You may face
competition from other La Salsa® Restaurants that we, or our affiliates, franchise or own and that operate at
traditional sites outside your territory  Also, you may face competition from other franchisees, other outlets that
we franchise or own, or from other channels of distribution or competitive brands we control

You are not granted a mmumum territory, and there are no radrus restrictions or mimimum population
requirements that limit where we can franchise or operate another La Salsa® Restaurant You may not relocate the
Restaurant to any other locatton without our prior wnitten consent If we consent to any relocation, you must
secure the new Franchised Location and open and begin operations of the Restaurant at the new Franchised
Location within 12 months from the date of our approval of the new Franchised Location If you fail to do open
the Restaurant within 12 months from the date of our approval of the new Franchised Location, we will have the
right to bill you for Continuing Royalty Fees for the time period following the 12 months based upon the
Continuing Royalty Fees recerved for your Restaurant during the 1dentical period of the last preceding calendar
year plus an additional 10% of such amount or, if your Restaurant was not in operation during the 1dentical period
of the last preceding year, based upon the average Continuing Royalty Fees during the number of months the
Restaurant was 1n operation plus an additional 10% of such amount

If we approve any relocation of your Restaurant, you must de-identify the former location 1f you fail to
de-identify your former Restaurant, you must remburse and indemrufy and hold us harmless from all costs and
expenses, including attorney s fees, arising out of your failure to de-identify

We expressly reserve the exclusive, unrestricted right, in our sole and absolute discretion, directly and
indrrectly (a) to own or operate, and to license others (which may include our affiliates) to own or operate (1) La
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Salsa® Restaurants at any location regardless of 1ts proxumuty to your Restaurant, (i) La Salsa® Restaurants at

Express Venues (defined below) at any location, and of any type, regardless of 1ts proximity to your Restaurant,
and (in) restaurants operating under names or marks other than La Salsa®”, at any location, and of any type,
regardless of its proximuty to your Restaurant, (b) to produce, license, distribute and market La Salsa® Brand
Products, including pre-packaged food, salsa, spice mixes, snacks and other food and beverage products, books,
clothing, souvenirs and novelty items, through any outlet (regardless of 1ts proximity to your Restaurant),
including grocery stores, supermarkets and converience stores and through any other distribution channel, at
wholesale or retail, including by means of the Internet, mail order catalogs, direct mail advertising and other
distribution methods, and (c) to allow customers to purchase services and products from us and our affiliates or
designees over the Internet, or m other reserved channels of distribution, you must obtain our prior written
consent before you advertise or market your Restaurant through the use of the Internet, other forms of electronuc
media (including social technology, social media and social networking platforms), catalog sales, telemarketing
or other direct marketing, or we will have the right to terminate your Franchuse Agreement, we retain all rights
with respect to alternate channels of distribution.

No restrictions exist on us or any of our franchisees as to the areas (including those outside therr
Territories) from which they may solicit or accept business and we and all of our franchisees are free to advertise
or solicit business from any area desired, subject to the general controls on advertising contained 1n the Franchise
Agreement.

We are not required to pay you any compensation if we exercise any of the rights specified above inside
your Franchised Location

Under the Franchise Agreement, continuation of your location rights does not depend upon the volume
of sales generated nor on your penetration of the market potential You do not have the right to acquire additional
franchises, options, or rights of first refusal or similar rights to acquire additional franchuses, although you may
apply for the right to operate additional Restaurants under separate Franchise Agreements

Unless you offer Catering Services from your Restaurant, you are not permitted to use and display the
Marks or use the System at any location other than the Franchised Location, nor do you have the right to use other
channels of distribution to make sales outside your Franchised Location

You do not have any right to exclude, control, or impose conditions on the location or development of
any La Salsa® Restaurant, other restaurant, store or any other method of distribution under the La Salsa®
trademark or any other trademark

Area Development Agreement Under the Area Development Agreement (Exhibit C), we grant you the right to
develop and operate a specified number of La Salsa® Restaurants at Venues 1n a specified Development Area,
subject to our approval We will determine or approve the location of each La Salsa® Restaurant to be developed
at the time each Franchise Agreement 1s signed, and our then-current standards for approving sites and
determining Development Areas will apply The Development Area may be one or more cities, counties, states,
or some other defined area During the term of the Area Development Agreement, we will not operate or grant a
license or franchise to any other person to operate a La Salsa® Restaurant at any Venue within your Development
Area. Venues’' include all sites other than sites located within a captive market site, another primary business
or within other businesses or at institutional settings, including toll roads, hotels and motels, casinos, stadiums,
arenas, airports, train stations, bus stations, Indian reservations, colleges and urnuversities, recreational theme
parks, schools, hospitals, military and other governmental facilities, office or mn-plant food service facilities,
shopping mall food courts operated by a master concessionarire, grocery stores, supermarkets and converuence
stores and any venue m which food service 1s or may be provided by a master concessionaire or contract food
service provider ( Express Venues’ ) We may operate our self or grant a license or franchise to any other person
to operate a La Salsa® Restaurant (a) at any location outside the geographic area comprising the Development
Area, including immediately adjacent to the Development Area and (b) at any site or location which 1s an Express
Venue, even if located within your Development Area. We may (a) own or operate, and franchuse or license others
to own or operate restaurants operating under names other than La Salsa® at any location, and of any type or
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category, regardless of whether or not 1t 1s located withun your Development Area, and (b) produce, license,
distribute and market La Salsa® Brand Named Products, and products bearing other marks, including food and
beverage products, clothing, souvenirs and novelty items, at or through any location or outlet, including grocery
stores and convernience stores (including those which may be located within the Development Area), and through
any distribution channel, at wholesale or retail, including by means of mail order catalogs, direct mail advertising,
mternet marketing and other distribution methods Until the termunation or expiration of the Area Development
Agreement, you retain your right of exclusivity if you comply with your development and other obligations under
the Area Development Agreement

If you fail to meet any of your obligations under the Area Development Agreement, including the
development obligations, or commut a material breach of any Franchise Agreement signed by you under the Area
Development Agreement, or a matenal breach of any other agreement between you and us, or become mnsolvent
or make a general assignment for the benefit of creditors, or a petition 1n bankruptcy 1s filed by you or against
you, a recerver or other custodian of your assets or property appomnted, a final judgment remains unsolved or of
record for 30 days or longer, an execution 1s levied against your business or property, a suit to foreclose any lien
or mortgage or assets 1s filed and not dismussed within 30 days, or your real or personal property 1s sold after
levy, we may termunate your right to develop open and operate new La Salsa® Restaurants in the Development
Area, but the termination of the right to develop your Development Area will not terminate any rights granted
under the Franchise Agreements then 1n effect between you and us, absent a breach of the Franchise Agreement
itself After the expiration of the term of your Area Development Agreement, we may own, operate, franchise or
license others to operate additional restaurants anywhere, without restriction, including m your Development
Area. If we determine that further development of your Development Area 1s desirable after the term of your
agreement, we will notify you m writing within 180 days before the expiration of your Area Development
Agreement, and you will have a prior night to sign a new Area Development Agreement and undertake additional
development of your Development Area If you believe that our proposed additional development schedule 1s
not reasonable, we will agree to negohate with you 1n good faith for 60 days to try to agree upon a mutually
acceptable development schedule If you do not exercise your right to sign a new Area Development Agreement,
we may own, operate, franchise or license others to operate additional La Salsa® Restaurants in your Development
Area subject only to the rights reserved to you in the individual Franchise Agreements Under the Area
Development Agreement, the continuation of your territorial exclusivity 1s dependent upon your complhiance with
your development and other obligations under the Area Development Agreement, as described above

The Mucho Burrito, TacoTime™ and America s Taco Shop® restaurant concepts franchised or operated by
affihates of Kahala Brands offer goods and services that are the same or similar to those that you will offer under
theLa Salsabrand Those goods and services are offered under the Mucho Burrito, TacoTime and America s Taco
Shop trademarks Mucho Burrnto, TacoTime and America’s Taco Shop franchisees are not granted an exclusive
territory and, should the Baja Fresh® and La Salsa Mexican Gnll® transaction with MTY USA close as expected,
any conflicts that may anse between a Mucho Burrito, Taco Time or an America s Taco Shop franchisee and a Baja
Fresh® or La Salsa Mexican Grili® franchisee regarding territory or franchisor support that cannot be resolved
through negotiation between the parties will be resolved through mediation and arbitration

ITEM 13
TRADEMARKS

As a Franchisee, you are licensed to use and display the trade name La Salsa®, the marks using 1t, and the
mark La Salsa® for the duration of the Franchise Agreement only for the operation of the Restaurant and the sale
from 1t of products described on the La Salsa® standard menu You may not license or sublicense any trademarks,
service marks, trade names, logotypes or commercial symbols owned by us, or our affilates

We or our affiliates, are the owner of all rights, titles and interests 1n the trade names, trademarks and
service marks and have received registration of the following marks on the Principal Register of the Uruted States
Patent and Trademark Office (' USPTO )
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REGISTRATION REGISTRATION
DESCRIPTION OF MARK NUMBER DATE
T 2,565,424 04/30/02
T
La saﬁsﬁa 2,484,633 09/04/01
LA SALSA 2,151,398 04/14/98
2,009,794 10/22/96
4&@%&%
LA SALSA FRESH 2,025,808 12/24/96
MEXICAN GRILL
S St 1,417,032 11/11/86
LA SALSA 1,257,963 11/15/83
FRESH MEXICAN GRILL 2,898,518 11/02/04

We also claim common law rights to the trade and service marks we license to you We or our affiliates
have filed all required affidavits

There are no agreements currently mn effect or contemplated which would significantly limut our right to
use or license the use of 1ts marks 1 any manner There are no currently effective material determunations of the
US PTO, Trademark Trial and Appeal Board, the trademark admurustrator of any state or any court, or any
opposition or cancellation proceeding or any pending liigation involving the trade name La Salsa® or the licensed
marks There are no agreements currently in effect that significantly limut our rights to use or license the use of
the principal trademarks that are matenal to the franchise, nor are there any prior superior rights or infringing
uses actually known to us that could matenally affect your use of the licensed trade name, trademarks, or service
marks We have not conducted an exhaustive search of users of names which may be the same or similar to our
marks Although we are not aware of anyone other than our Affiliates or franchisees who are using ‘ La Salsa®
Fresh Mexican Grill , as a trademark or service mark, we are aware that some businesses are using Salsa”
and/or “Fresh’ as part of a trademark or service mark associated with quick casual restaurants serving fresh
Mexican food and we may not be able to prevent their continued use of these words, particularly in cases where
their use predates our federal trademark and service mark registrations There may be simuilar uses to our marks
of which we are unaware, which could arise from prior users

You must use the trade name La Salsa® without any suffix or prefix attached to 1t to identify the Franchise
business You are prohibited from using our trade name, trademarks or service marks as part of any corporate
name or using the La Salsa® trade name with any prefix, suffix or other modifying words, terms, designs, or
symbols You are obligated to file a fictitious business name statement and do all other things necessary to prevent
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the use of the La Salsa® trade name, trademarks or service marks by you from diminishing or destroying the legal
protection to which they are entitled

You must notify us of any infringement of, challenge to or unauthorized use of the licensed name or
marks which comes to your attention, including any claim, suit or demand agamnst you We may take actions we
deem appropriate to protect our name or Marks but we are not obligated by the Franchise Agreement to do so

We are not obligated by the Franchise Agreement to participate in your defense in any admurustrative or
judicial proceeding mvolving our trade name, trademarks or service marks, or to indemnify you for costs and
expenses you ncur if you are a party in any action or proceeding involving our trade name or Marks We have
the sole right, but no obhigation, to control any htigation involving our trade name or Marks and to compromuse
or settle any claim, m our discretion, at our sole cost and expense, using attorneys of our own choosing, and you
must cooperate fully in defending any claim and you may participate, at your own expense, in the defense or
settlement You may not make any demand against any alleged mnfringer, prosecute any claim or settle or
compromuse any claim by a third party without our prior written consent  You agree in the Franchise Agreement
not to contest, directly or indirectly, our ownership, right, title or interest in our trade names or Marks, or contest
the sole right of to register, use, or icense others to use those names and marks

Periodically, in the Manuals or 1n directives or supplemental bulletins, we may add to, delete, or modify
any or all of the marks You must modify or discontinue the use of a mark, at your expense, if we modify or
discontinue it. You must implement any change within 60 days after notice to you We will not compensate you
for any modification or discontinuation of the Marks

ITEM 14
PATENTS, COPYRIGHTS AND PROPRIETARY INFORMATION

We own no right i or to any patents We have no registered or pending copyrights, but we claim
copyright protection for the La Salsa® Manuals and all advertising material that may be distributed by us There
are no pending patent applications that are matenal to the franchise We will loan you 1 copy of the La Salsa®
Manuals for confidential use mn the Franchise business You may not disclose, publish sell, show, or reproduce
the Manuals and must return the La Salsa® Manuals to us intact upon termination or expiration of the Franchise
Agreement

We regard our recipes, our particular method of producing our menu 1tems and food products and
operating a fast-service, Mexican-style restaurant, and all the mformation contained 1n the La Salsa® Manuals, as
proprietary information owned by us You agree, as part of the Franchise Agreement, not to contest our exclusive
ownershup of the copyrights, trade secrets, recipes, processes, methods, procedures, formulae, techruques, and
other proprietary information to which we claim exclusive rights You are not given any rights in other trade
secrets or proprietary or confidential information developed by us in the future You must implement any
reasonable procedures we may adopt to protect our trade secrets including restrictions on disclosures to your
supervisorial or managerial personnel and requiring your supervisorial or managerial personnel who will have
access to our trade secrets to sign agreements containing non-disclosure and non-competition provisions

There are no infringing uses actually known to us that could materially affect your use of the copyrights,
trade secrets processes, methods, procedures, or other proprietary mformation described above There are no
agreements currently in effect that limut our rights to use or license the above-mentioned copyrights in any
manner

All 1deas, concepts, techniques or maternals relating to a Restaurant created by you while you are a La
Salsa franchisee, whether or not protectable intellectual property must be promptly disclosed to us and will
become our exclusive property and a part of the La Salsa franchise system as a work made for hire for us without
compensation to you
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ITEM 15
OBLIGATION TO PARTICIPATE IN THE ACTUAL OPERATION OF THE FRANCHISE BUSINESS

Except as described 1n the following sentences, we do not require that you personally supervise your La Salsa®
Franchise business We do not require you, or your owners with a controlling interest, to personally devote full
time and attention to managing and supervising all admirustrative and operational activities of your Franchised
Unit, both 1n terms of managing development obligations and store operations However, 1f you chose not to
assume these responsibiliies, you must assign them to a member of your senior management who need not hold
an equity interest in the Franchise and who must successfully complete our 1nutial training program and earn the
designation of ‘Certified Tramner’ If one or more individuals sign the Franchise Agreement and we consent to 1t
being assigned to a business entity for convenience of ownership, you must designate an “Operating Principal”
acceptable to us who will be principally responsible for communicating with us about business, operational and
other ongoing matters concerning your Restaurant Inaddition, you must designate a Director of Operations or
other supervisorial or managerial personnel acceptable to us who will be mnvolved i the day-to-day operations
of the Restaurant and all other La Salsa® Restaurants which you own in specified geographic areas If you signed
an Area Development Agreement, you must designate the Director of Operations when you, directly or indirectly
through one or more Affiliates, open your second Restaurant within your Development Area The Director of
Operations does not need to be an owner and may be the same person as the Operating Principal The Restaurant
must, at all times, be directly supervised by a Restaurant Manager or other supervisorial or managerial personnel
who has successfully completed our traming program. We do not have the right to approve the manager The
manager does not need to have an ownership interest in an entity franchisee We may require your Restaurant
Manager and all other supervisonial or managerial personnel who will have access to our trade secrets and other
confidential information to sign a Confidentiality and Non-Disclosure Agreement (Exhibit G)

All present and future Owners of a 10% or more (directly or indirectly), m the aggregate, of the equity or
your votng rights, ncluding spouses (and family members who live in the same household) and Affihates must
execute a written guarantee in a form we prescribe, personally, irrevocably and unconditionally guaranteeing
jointly and severally, with all other guarantors, the full payment and performance of your obhgations to us and
to our Affihates Upon each transfer or assignment of your interest in the Franchise, or other change in your
ownership interests, and at any other time we request, these holders must re-execute a written guarantee n a
form we prescribe

All employees you hire or employ at your La Salsa® Restaurant will be your employees and your
employees alone, and wall not, for any purpose, be deemed to be our employees or subject to our direct or ind1rect
control, most particularly with respect to any mandated or other insurance coverage, taxes or contributions, or
requirements regarding withholdings, levied or fixed by any governmental authonty You will file your own tax,
regulatory and payroll reports, and be responsible for all employee benefits and workers compensation insurance
payments for your employees and operations We will not have the power to hire or fire your employees Our
authority under the Irutial Training Agreement and Franchise Agreement to train and approve your supervisorial
or managenal personnel for qualification to perform certain functions at your La Salsa® Restaurant does not
directly or indirectly vest us with the power to hire, fire or control any of your personnel You and you
alone will be solely responsible for all hiring and employment decisions and functions relating to your La Salsa®
Restaurant, including those related to hiring, firing, traimung, estabhshing remuneration, complance with wage
and hour requirements, personnel policies, benefits, recordkeeping, supervision and discipline of employees,
regardless of whether you have recerved advice from us on these subjects or not Any guidance we may give you
regarding employment policies should be considered merely examples You will be responsible for establishing
and implementing your own employment policies, and should do so in consultation with local legal counsel
experienced in employment law
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ITEM 16
RESTRICTIONS ON WHAT THE FRANCHISEE MAY SELL

Except as described below, you must offer and sell all, and only those goods and services that we have
approved Wemay add, delete, and change menu items that you may or must offer, i our unrestricted discretion,
and this may require you to purchase additional equipment There are no limits on our right to make changes

You may not operate any co-branding system without our prior written consent, which may be withheld
m our sole discretion unless we recogruze the co-branding chain as an approved co-brand for operation within
‘La Salsa” Restaurants Co-branding” includes the operation of an mndependent business, product line or
operating system owned or licensed by another franchisor that 1s featured or mcorporated within the Franchised
Location or 1s adjacent to the Franchised Location'and 1s operated in a manner likely to cause the public to percetve
that 1t 1s related to your La Salsa Restaurant If you elect to co-brand with a restaurant concept owned or controlled
by BFAH, we may discount your Irutial Franchuse Fees for each brand

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

No vendmng, gamung machines, payphones, automatic teller machines, Internet kiosks or other
mechanical or electrical devices are permitted in your Restaurant without our prior written consent

Unless you offer Catering Services from your Restaurant, you are not permitted to use and display the
Marks or use the System at any location other than the Franchised Location, nor do you have the right to use other
channels of distribution to make sales outside your Franchised Location

(REMAINDER OF PAGE1S LEFT INTENTIONALLY BLANK)
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ITEM17

RENEWAL, TERMINATION, TRANSFER AND DISPUTE RESOLUTION

Thus table lists certain important provisions of the Franchise Agreement and related Agreements You
should read these provisions n these Agreements attached to this Disclosure Document As described in Item
1, if you are signing your Franchise Agreement under an existing Area Development Agreement or with the
renewal of an existing Franchise, some of these provisions may be modified to conform to the terms specified
in your Area Development Agreement or your existing Franchise Agreement, as applicable

INITIAL TRAINING AGREEMENT

THE FRANCHISE RELATIONSHIP

PROVISION

SECTION
IN INITIAL
TRAINING

AGREEMENT
EXHIBIT A

a Length of the franchise
term

SUMMARY

Section 3

You must attend and complete the Irutial Traimnming
Program and obtain a site for your first Restaurant
within 6 months after the parties execution of the
Initial Traiming Agreement and you must open your
first Restaurant for business within 12 months after
signing your Franchise Agreement, unless we agree
otherwise

Franchisor with cause

b Renewal or extension of Not Applicable Not Applicable

the term

¢ Requirements for Not Applicable Not Applicable

Franchisee to renew or

Extend

d Termunation by Not Applicable Not Applicable

Franchisee

e Termmation by Sections32and 4 | If we determune during the Initial Trairung Program

Franchisor without cause that you are not acceptable to become a franchisee for
any reason, mn our sole and absolute discretion, the
Irutial Training Agreement will automatically
terminate

f Termination by Sections 3 2 and 4 We can termunate the Initial Tramming A greement 1f

you (1) fail to complete the Irutial Training Program
within 6 months after we sign the Initial Training
Agreement, (1) do not complete the Irutial Training
Program to our satisfaction, (1) do not, during the
Initial Trairung Program, appear to possess the skills
necessary to properly fulfill and discharge the
demands and responsibilities required by the System
or under a Franchise Agreement
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SECTION

curable defaults

IN INITIAL
PROVISION TRAINING SUMMARY
AGREEMENT
(EXHIBIT A)
g Cause define curable Sections 3 2 and 4 Failure to complete the Inihal Training Program
defaults within 6 months after we sign the Initial Training
Agreement, failure to complete the Inttial Tramning
Program to our satisfaction, if you do not, during the
Imtial Tramrung Program, appear to possess the skills
necessary to properly fulfill and discharge the
demands and responsibilities required by the System
or under a Franchise Agreement
h Cause defined - non- Sections 32and 4 | If we determune during the Irutial Traiming Program

that you are not acceptable to become a franchisee

for any reason, in our sole and absolute discretion, the
Inihal Trainng Agreement will automatically
terminate

1 Franchisee’s obligations
on

Sections 33,5and 6

Sign a mutual general release, maintain the
confidentiality of our confidential information, make

covenants during the
term of the Franchise

termination/ nonrenewal no use of our Marks

} Assignment of Section 8 19 There are no limuts on our assignment rights
contract by Franchisor

k Transfer’ by Section 8 19 You may not assign your rights under the Irutial
Franchisee - definition Tramung Agreement

1 Franchisor’s approval of Not Applicable Not Applicable

transfer by Franchisee

m Conditions for Not Applicable Not Applicable

Franchisor’s approval of

transfer

n Franchisor’s right of first Not Applicable Not Applicable

refusal to acquire

Franchisee s business

o Franchisor s option to Not Applicable Not Applicable

purchase Franchisee’s

business

p Death or disabihity of Not Applicable Not Applicable

Franchisee

q Non-competition Not Applicable Not Applicable
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SECTION

IN INITIAL
PROVISION TRAINING SUMMARY
AGREEMENT
(EXHIBIT A)

r Non-competition Not Applicable Not Applicable

covenants after the

Franchise 1s

termunated or expires

s Modification of the Section 8 6 Must be in wrniting signed by both parties

agreement

t Integration/merger Section 8 6 Only the terms of the Inthal Trairung Agreement and

clause 1ts attachments are binding (subject to state law) Any
representations or promises made outside of the
Disclosure Document and the Initial Training
Agreement may not be enforceable

u Dispute resolution Sections 71, We must attempt to resolve all disputes first by

by mediation or arbitration through 72,74 mediation in Orange County, California, and then by
binding arbitration in Los Angeles, California, except
for certain matters which may be brought in court.

v Choice of forum Section7 1 All proceedings will be held in Orange County,
Califorrua, subject to applicable state law See the
State Specific Addenda (Exhibit O) attached to this
Disclosure Document.

w Choice of law Section7 6 Califorrua, subject to the exception provided

Section 7 6 and applicable state law See the State
Specific Addenda (Exhibit O) attached to this
Disclosure Document

FRANCHISE AGREEMENT (TRADITIONAL RESTAURANT)

THE FRANCHISE RELATIONSHIP

PROVISION

SECTION

IN FRANCHISE
AGREEMENT

EXHIBIT B

a Length of the
franchuse term

SUMMARY

Sections 31 and 132

The earlier of (a) 10 years after your Traditional
Restaurant 1s fully constructed and 1s ready to open to
the public (‘Scheduled Completion Date ), or (b) 11
years after the date you sign your Franchise
Agreement.

If you are sigrung your Franchise Agreement with (a)
the assignment of an existing Franchise, the term of
your Franchise Agreement will be the remaining term
of the existing Franchise Agreement, or (b) the renewal
of an existing Franchise, the term of the Franchise
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SECTION
IN FRANCHISE
PROVISION AGREEMENT SUMMARY
(EXHIBIT B)
Agreement will be the renewal term provided for In
the existing Franchise Agreement
b Renewal or Section 3 2 If you are in good standing, you can renew for 2
extension of the additional 10 year terms If you are signing your
term Franchise Agreement with the renewal of an existing
Franchise, your renewal rights, if any, will be
conformed to the rights, if any, stated in the existing
Franchise Agreement
c Requirements for Sections 33,33 and | You must have complied with your obligations during
Franchisee to 34 the Term, must, at our request, renovate or modermze
renew or extend your Restaurant to comply with our then-current
standards for a new La Salsa® Restaurant, must sign our
then-current form of Franchise Agreement; pay a
renewal fee and must sign a general release Your
continuing royalty and advertising fee payments under
your renewal Franchise Agreement will be at the rates
then applicable to new franchusees You may be asked
to sign a Franchise Agreement that contains terms and
conditions materially different from those mm your
preceding Franchise Agreement
d Termination by Section 14 9 Only due to an uncured matenal default of ours under
Franchisee the Franchise Agreement
e Termunation by Not Applicable Not Applicable
Franchsor
without cause
f Termination by Sections 141and 146 | We can terminate if you materially default under your
Franchisor with Franchise Agreement, any other individual Franchise
cause Agreement, or any Area Development Agreement
(other than solely for your failure to meet your
development obligation), or any other agreement
between you and us
g ‘Cause” defined - Section 14 4 You have 5 days (10 days in Illinoss) to cure non-
curable defaults payment of fees, 10 days to cure non-comphiance with
laws and defaults not listed in Sections 14 2 and 14 3
h Cause defned - | Sections142and 143 | Non-curable defaults bankruptcy, foreclosure,
non-curable nsolvency, conviction of a felony, abandonment,
defaults unapproved transfers, repeated defaults, even if cured,
musrepresentations 1n acquiring your license, health or
safety violations, knowingly understating your Gross
Sales, trademark misuse, conviction of a felony, failure,
for 10 days after notification of noncomphance, to
comply with any federal, state or local law or
regulation applicable to the operation of the Franchise,
and a breach of obligations under the Franchise
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SECTION

Franchisor’s
approval of
transfer

134

IN FRANCHISE
PROVISION AGREEMENT SUMMARY
EXHIBIT B
Agreement or other agreement, whuich by 1its nature 1s
not capable of being cured by you
1 Franchisee s Sections 743 and 151 | You must cease use of our trademarks, de-1dentify, pay
obligations on all amounts due to us, return the Manuals to us You
termunation or must pay us 2 multiplied by the total royalty fees paid
nonrenewal (or if unpaid, payable) by you during the 12 months
mmmediately preceding the effectve date of
termination to account for the actual damages that we
will suffer as a result of the termunation of the
Franchise Agreement durmng the 2 year period that we
estimate will expire while we search for a replacement
franchisee We may, at our option, assume all
telephone numbers for the Restaurant You must, at
our option, cancel or assign to us your rights to any
Internet websites or web pages or e-mail addresses
which contain our Marks See also “r below
] Assignment of Section13 1 No restriction on our right to assign
contract by
Franchusor
k “Transfer’ by Section 13 2 Includes transfer of the agreement or change 1n
Franchisee - ownershup of the entity which owns 1t
defiution
1 Franchisor’s Section 13 2 Transfers require our prior written consent, whuch will
approval of not be unreasonably withheld
transfer by
Franchisee
m  Conditions for Sections 132,13 3and | New franchisee must qualify, successfully complete

Irutial Tramming Program taught erther by your
Certified Tramer, or, if you do not have a Certified
Tramner on staff, by us, assume your obligations under
the Franchise Agreement or at our option sign a new
Franchise Agreement on our then current form (if the
term of the new Franchuse Agreement will be the
remaining term of the existing Franchise Agreement
and you must sign a guarantee of the transferee s
payment and performance), must score sufficiently
high, as determined solely by us, on a professionally-
admunistered English language proficiency
exarmunation if we determune testing 1s required, and
refurbish the Restaurant, as needed You must provide
us with an estoppel agreement and a list of all persons
having an interest in the Franchise Agreement or in the
Franchisee, sign a guarantee and a general release, and
pay transfer fee (See also 1’ below) If the Franchise
Agreement has been signed under an Area
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PROVISION

SECTION

IN FRANCHISE
AGREEMENT

EXHIBIT B

SUMMARY

Development Agreement, except as described below,
you must concurrently assign all other existing
Franchise Agreements to the same assignee

With our prior written consent, you may sign and
mmmediately transfer a Franchise Agreement signed by
you to an entity of which you directly own at least 51%
mterest for converuence of ownership All persons
owrnung a 10% or more interest in the controlled entity
must sign a guarantee, and you and your affiliates who
have a currently existing Franchise Agreement or Area
Development Agreement with us must sign a general
release For purposes of determinung whether the 10%
threshold 1s satisfied, holdings of spouses (and famly
members living in the same household) and Affihates
will be aggregated You must recrmburse us for all
mdirect and indirect costs and expenses incurred with
the transfer, including attorney’s fees

You and the transfereefassignee shall use an
mdependent third party escrow company designated
by us

Before shares of a Franchisee which is a business entity
may be offered by private offering, you must provide
us with copies of all offering materials, ndemnufy us,
our affiliates, officers, directors, shareholders, partners,
agents, representatives, ndependent contractors,
servants and employees of each of them with the
offermng, and pay us a fee to rermburse us for our costs
and expenses associated with reviewing the proposed
offering

Franchisor s right
of first refusal to
acquire
Franchisee’s
busmess

Section 13 2 3(d)

We can match any offer for your business

Franchisor s
option to
purchase
Franchisee’s
business

Section151 2

We have the option to purchase some or all of your
equipment and furrushings on expiration or
termination of your Franchise Agreement, at 1ts net
book value using a 5-year straight line amortization
period

Death or
disability of
Franchisee

Secton 1432

Same requirements as for transfer in“ m’ above, except
there 1s no transfer fee and we do not have night of first
refusal If your interest 1s not transferred within 6

months following your (or a major member, partner or
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PROVISION

SECTION

IN FRANCHISE
AGREEMENT

EXHIBIT B

SUMMARY

shareholder’s) death or legal incapacity, your
Franchise Agreement will be automatically terminated

Non-competition
covenants during
the term of the
Franchise

Sections 1211, and
128

No mnvolvement 1n any Mexican-style restaurant or m
any business engaged 1n the production or sale at retail
or wholesale, of any salsa, Mexican-style food product
or any other item featured at La Salsa® Restaurants,
other than a La Salsa® Restaurant operated under a
valid Franchise Agreement with us Except with the
operation of a La Salsa® Restaurant under a valid
Franchise Agreement, you may not use our Trade
Secrets in any business or other endeavor You may
not divert, or attempt to divert, any business or any
customers of your Restaurant to any other person or
entity or do any other act injurious or prejudicial to
the goodwill associated with the La Salsa® marks

You may not, without our prior written consent,
employ any supervisorial or managerial employee (or
former supervisorial or managerial employees for one
year following the separation of employment or
affililation) of ours, our affihiates or any other La Salsa®
hcensee, franchisee or Area Developer, or induce,
contract or solicit any supervisorial or managerial
employee to leave his employment or affihation

Non-competihion
covenants after
the Franchise 1s
termunated or
expires

Sections 121 2,12.2,
125,127and 12.8

No mnvolvement in any Mexican-style restaurant or in
any business engaged in the production or sale at retail
or wholesale, of any salsa, Mexican-style food product
or any other item featured at La Salsa® Restaurants for
24 months at the Franchised Location or at any site
within a 3 mule radius of any then-existing La Salsa®
Restaurant or the Franchised Location Except with
the operation of a La Salsa® Restaurant under a valid
Franchise Agreement, you may not use our Trade
Secrets 1n any busmess or other endeavor after your
Franchise Agreement 1s terrmunated or expires You
may not, without our prior written consent, employ
any supervisorial or managerial employee (or former
supervisorial or managerial employees for one year
following the separation of huis employment or
affiliation) of ours, our affiliates or any other La Salsa®
franchisee, or induce, contract or solicit any employee
to leave hus employment or affihation for 24 months

If you violate the post-term covenant not to compete,
you must pay us, throughout the 24 month period
following the termunation, transfer, or expiration of
your Franchise Agreement, 5% of the gross revenue of
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SECTION

merger clause

IN FRANCHISE
PROVISION AGREEMENT SUMMARY
EXHIBIT B

any busmess which provides similar services or
products at the Franchised Location or any site within a
3 mile radius of any La Salsa Restaurant or the
Franchised Location

5 Modification of Section742and 197 | The Manuals are subject to change Modifications

the agreement become effective upon delivery of written notice to

you, unless the notice specifies a longer period

t  Integration/ Section 197 Only the terms of the Franchise Agreement and 1ts

attachments are binding, (subject to state law)

Any representations or promuses made outside of the
Disclosure Document and the Franchise Agreement
and 1ts attachments may not be enforceable Nothing in
the Franchise Agreement or in any related Exhibit is
intended to disclaim the representations made to you
m this Disclosure Document

u Dispute resolution Sections 181 -18 2, We must attempt to resolve all disputes first by
by mediation or and 184 mediation in Orange County, Califorrua, and then by
arbitration binding arbitration 1n Los Angeles, Califorrua, except
for certain matters which may be brought n court.
v Choice of forum Section 181,185 All proceedings will be held in Orange County,

California, subject to applicable state law See the State
Specific Addenda (Exhibit O) attached to this
Disclosure Document.

w Choice of law Section 18 5

Califorma, subject to the exception provided 1n Section
185 and applicable state law See the State Specific
Addenda (Exhibit Q) attached to this Disclosure
Document

AREA DEVELOPMENT AGREEMENT

THE FRANCHISE RELATIONSHIP

SECTION
PROVISION IN AREA SUMMARY
DEVELOPMENT

AGREEMENT

(EXHIBIT C)
5 years or when you sign a Franchise Agreement for
a Length of the term of the Section41 your last Restaurant necessary to fully satisfy your
Area Development Development Obligation on Exhibit C, whichever 1s

Agreement earlier

b Renewal or extension of You do not have the nght to renew your Area
the term of the Area Sections 24 and 4 2 | Development Agreement However, if we determine
Development Agreement that further development of your Development Area
beyond your development obligation 1s desirable, if you
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PROVISION

SECTION
IN AREA
DEVELOPMENT
AGREEMENT

(EXHIBIT C)

SUMMARY

are 1n good standing and you were not in default under
your Area Development Agreement during your
origmnal term, we will offer you the opporturuty to sign
a new Area Development Agreement to develop
additonal La Salsa® Restaurants in your Development
Area Unless we consent in writing, you may not open
more than the total number of Restaurants comprising
your Development Obligation

Requirements for Area
Developer to renew or
extend

Section 4 4

You must sign a new Area Development Agreement on
our then current form of agreement, which will contain
your additional development obligation during the new
term You and your affiiates who have a currently
existing Franchise Agreement or Area Development
Agreement with us must sign a general release

Termination by Area
Developer

Not Applicable

Not Apphicable

Termunation by
Franchisor without cause

Not Applicable

Not Applicable

Termmation by
Franchisor with
llcausell

Sechon 91

We can termunate if you matertally default under your
Area Development Agreement, an individual Franchise
Agreement, or any other agreement between you or
your affihiate and us

Cause’ defined -
curable defaults

Section 91

You have 5 days to cure a failure to pay fees (10 days n
Illinois) You have 20 days to cure any other default, and
1n the case of a breach or default in the performance of
your obligattons under your Area Development
Agreement, a Franchise Agreement or any agreement
between you and us, the notice and cure provisions of
the Franchise Agreement or other agreement will
control

Cause’ defined - non-
curable defaults

Section 92

Non-curable defaults mnclude unapproved transfers,
failure to meet development obligation, any breach for
unfair competition described n Section 8, failure, for 10
days after notification of noncomphance, to comply
with any federal, state or local law or_regulation
applicable to the operation of the Franchise, and a
breach of your obligatons under your Area
Development Agreement, a Franchise Agreement or
any agreement between you and us, whach by 1ts nature
1s not capable of being cured by you

1

Area Developer's
obligation on
termumation/non-renewal

Section4 5

You will have no further right to develop or operate
additional La Salsa® Restaurants which are not, at the
time of termination, the subject of a then existing

Franchise Agreement between you and us You may
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SECTION

Franchisor's approval of
transfer

PROVISION IN AREA SUMMARY
DEVELOPMENT
AGREEMENT
(EXHIBIT C)
continue to own and operate all La Salsa® Restaurants
under then existing Franchise Agreements
] Assignment of contract Section71 No restrictions on our right to assign
by Franchisor
k ‘Transfer” by Area Section7 3 Includes transfer of the agreement or changes in
Developer - defined ownershup of the entity which owns 1t No shares of a
Franchisee which 1s a business entity may be offered for
sale through the public offering of securites Shares
may be offered by private offerng with our prior
written consent
1 Franchusor s approval of Section7 3 Transfers require our prior written consent which may
transfer by Area Developer be withheld for any reason, in our sole subjective
judgment
m Conditions for Sections 7 2and 7 3 | Except as described below, you may not transfer any

Franchise Agreement signed under the Area
Development Agreement except with our written
consent and a simultaneous assignment of the Area
Development Agreement and all of the Franchise
Agreements signed under the Area Development
Agreement to the same assignee

With our prior written consent, you may sign and
immediately transfer a Franchuse Agreement signed by
you to an entity of which you directly own at least 51%
mterest for convenience of ownership The controlled
entity must assume all of your obligations under the
Franchise Agreement At our election, all persons
owning a 10% or more nterest i the controlled entity
must sign a guarantee, and you and your affiliates who
have a currently existing Franchuse Agreement or Area
Development Agreement with us must sign a general
release For purposes of determurung whether the 10%
threshold 1s satisfied, holdings of spouses (and family
members living in the same household) and Affiliates
will be aggregated You must reimburse us for all
indirect and indirect costs and expenses incurred with
the transfer, including attorney’s fees

At our election, the assignee must sign our then-current
form of Franchise Agreement for each of your La Salsa®
Restaurants then developed or under development
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PROVISION

SECTION
IN AREA
DEVELOPMENT
AGREEMENT

(EXHIBIT C)

SUMMARY

Before shares of a Franchisee which 1s a business entity
may be offered by private offering, you must provide
us with copies of all offering materials, indemmufy us,
our affiliates, officers, directors, shareholders, partners,
agents, representatives, mndependent contractors,
servants and employees of each of them with the
offering, and pay us a fee to rermburse us for our costs
and expenses assoclated with reviewing the proposed
offering

Franchisor’s right of first
refusal to acquire Area
Developer s business

Section7 3

We may match any offer to purchase your business

Our option to purchase
Area Developer s
business

Not Applicable

Not Applicable

Death or disabihity of
Area Developer

Sections73and 92
(b)

Same requirements as for a transfer m m’ above If
your interest 1s not transferred within 60 days following
your (or a major member, partner or shareholder s)
death or legal incapacity, your Area Development
Agreement will be automatically termunated

Non-competition
covenants during the
term of the franchise

Sections 8 1 and
131

Unless we agree otherwise mn writing, you may have no
mvolvement 1n any Mexican-style restaurant or in any
business engaged m the production or sale at retail or
wholesale of any salsa, Mexican-style food product or
any other 1tem featured at La Salsa® Restaurants, other
than a La Salsa® Restaurant operated under a vahd
Franchise Agreement with us If Area Developer 1s an
entity, the entity may not conduct any busmess other
than the business of the Area Development Agreement
and any Franchise Agreements between it and us

Non-competition
covenants after the
franchise 15 termunated or
expires

Section 8 2

Unless we agree otherwise in writing, for 2 years
following the expiration or termunation of the Area
Development Agreement, you may have no
mvolvement 1n any Mexican-style restaurant or in any
busimness engaged 1n the production or sale at retail or
wholesale, of any salsa, Mexican-style food product or
any other item featured at La Salsa® Restaurants,
anywhere i the development area, other than a La
Salsa® Restaurant operated under a valid Franchise
Agreement with us

Modification of the Area
Development Agreement

Section 10 8

The Area Development Agreement can be modified or
amended only by written agreement of all of the parties
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SECTION

PROVISION IN AREA SUMMARY
DEVELOPMENT
AGREEMENT
(EXHIBIT C)
Only the terms of the Area Development Agreement
Integration/ merger Section 10 8 and 1ts attachments are binding (subject to state law)
clause Any representations or promuses made outside of the

Disclosure Document and the Area Development
Agreement and 1its attachments may not be enforceable
Nothing in the Area Development Agreement or 1n any
related Exhubit 15 mtended to disclaim the
representations made to you m this Disclosure
Document.

Dispute resolution by
mediation or arbitration

Sections 111-11 2,
114

We must attempt to resolve all disputes first by
mediation in Orange County, California, and then by
binding arbitration in Los Angeles, California, except
for certain matters which may be brought in court

Choice of forum

Section111

All proceedings will be held in Orange County,
Calformua, subject to applicable state law See the State
Specific Addenda (Exhibit O) attached to this
Disclosure Document

w Choice of law

Section 115

Californua, subject to the exception provided 1n Section
115 and applicable state law See the State Specific
Addenda (Exhibat O) attached to this Disclosure
Document

EXPRESS RESTAURANT FRANCHISE AGREEMENT

THE FRANCHISE RELATIONSHIP

SECTION IN
EXPRESS
PROVISION RESTAURANT SUMMARY
FRANCHISE
AGREEMENT
EXHIBIT E
Length of the Section 2(A) 10 years from the date the Express Restaurant opens The
franchise Express Restaurant Franchise Agreement will automatically
term termunate 1if your contract to provide foodservice at the
Facility terminates or expires without renewal
Renewal or Section 2(B) You can renew for 2 additional consecutive Renewal Terms
extension of of 5 years each
the franchise
term
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SECTION IN

EXPRESS
PROVISION RESTAURANT SUMMARY
FRANCHISE
AGREEMENT
(EXHIBIT E)
¢ Requirements Section 2(B) In order to renew at the end of the Inihial Term you must give
for Franchisee timely notice, sign general release, have the right to remain
to renew or in possession of the Licensed Location for the first Renewal
extend Term, not be i default under any agreement with LSI and
our affiliates, remodel, sign a new license agreement, and
pay a renewal fee The conditions for renewal at the
expiration of the first and second renewal terms will in the
hicense agreement 1n effect at each of those times You may
be asked to sign a Franchise Agreement that contamns terms
and conditions materially different from those mn your
preceding Franchise Agreement
d  Termmnation Section 2(A) You may termunate the Express Restaurant Franchise
by Agreement following 60 days written notice to LSI if your
Franchisee chient at the Facility instructs you in writing to cease
operating the Express Restaurant (if you have exercised
your best efforts to arrange a meeting between your chent
and LS, if LSI so elects, to discuss the continued operation
of the Express Restaurant) If your contract to provide
foodservice at the Facility permts your client to take this
action on shorter notice, the notice period provided in that
contract shall govern, 1f you have provided LSI a copy of the
relevant contract provision
e Termumation Not Applicable Not Applicable
by
Franchisor
without
cause
f  Termunation Section 16 We may termunate upon default
by
Franchisor
with cause
g “Cause” Sections 16(A) and You have 10 days to cure monetary defaults You have 30
defined - 16(B) days to cure all other defaults except those discussed 1n (h)
curable below
defaults
h  ‘Cause” Section 16(C) Default after receipt of 2 or more notices of default within
defined - the preceding 12 months, failure, for 10 days after
non-curable notification of noncomphance, to comply with any federal,
defaults state or local law or regulation applicable to the operation of

the Franchise, and a breach of obligations under the
Franchise Agreement or other agreement between you and
us, which by 1ts nature 1s not capable of being cured by you,
failure to purchase and mamntain required inventory within
3 days after we notify you to do so
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SECTION IN
EXPRESS
PROVISION RESTAURANT SUMMARY
FRANCHISE
AGREEMENT
EXHIBIT E
Franchisee’s Section 17 Obhigations include payment of amounts due return of the
obligations Manual and all other LSI materials and information,
on continued observance of covenants, discontinue use of
termunation/ Marks, and complete de-1dentification of the Express
non-renewal Restaurant You must also pay us 2 multiphied by the total
royalty fees paid (or if unpaid, payable) by you during the
12 months immediately preceding the effective date of
termunation to account for the actual damages that we wall
suffer as a result of the termunation of the Franchise
Agreement during the 2 year period that we eshmate will
exprre while we search for a replacement franchisee
Assignment Section 13 There are no restrichions on our right to assign
of contract
by
Franchusor
“Transfer’ Section 14 Includes (1) the sale, assignment, or other transfer of the
by Express Restaurant Franchise Agreement, or the Express
Franchisee - Restaurant to any person or entity other than your direct or
defirutions indirect parent, (2) the sale or transfer of all or substantially
all of your assets, (3) the consolidation or merger of your
direct or indirect parent into any other person or entity, and
(4) unless you are a publicly-held entity or a wholly-owned
subsidiary or division of a publicly-held entity, the sale,
assignment or other transfer of 51% or more of the
ownership interests in you to a person or entity that did not
have an ownership mterest m you as of the date of the
Express Restaurant Franchise Agreement
Franchisor s Section 14 We have the right to approve transfers
approval of
transfer by
Franchisee
Conditions Section 14 Conditions include transferee qualified, transferee must
for score sufficiently high, as determuined solely by us, ona
Franchisor s professionally-admirustered English language proficiency
approval of examination if we determine testing 1s required, payment of
transfer amounts due, no default on any agreement with LSI or our
affiliates, signed release, successful completion of our Initial
Tramung Program taught either by your Certified Tramer or,
if you do not have a Certified Traner on staff by us,
traming and transfer fees paid, and agreements signed
Franchisor s Not Applicable Not Applicable
right of first
refusal to
acquire
Franchisee s
business
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SECTION IN
EXPRESS
PROVISION RESTAURANT SUMMARY
FRANCHISE
AGREEMENT
EXHIBIT E
o Franchisor’s Section 18 We can purchase the equipment and/or non-perishable
option to inventory used in the Express Restaurant upon expiration or
purchase termunation of the Express Restaurant Franchise Agreement
Franchisee’s The purchase price for the nventory will be the price you
business
paid and the purchase price for the equipment will be 1ts
fair market value, determined as of the effective date of
purchase in a manner that accounts for reasonable
depreciation and condition of the equipment
p Deathor Not Applicable Not Applicable
disability of
Franchisee
q Non- Section 15(B) You may not have any interest in any foodservice operation
competition at the Facility (1) that sells Mexican style food items or any
covenants other entrée menu 1tem that comprises at least 10% of sales
during the at La Salsa® Restaurants operated by LSI or our affihates or,
term of the () whose method of operation or trade dress 1s similar to
franchise that employed in the La Salsa® Restaurant System This
restriction will not apply to your existing restaurant or
foodservice operations 1dentified in the Express Restaurant
Franchise Agreement
r Non- Section 15(B) No activity as described in ‘q above for 12 months
competition following termunation of the Express Restaurant Franchise
covenants Agreement Thus restriction, however, will not apply to
after the your existing restaurant or foodservice operations 1dentified
franchise 1s in the Express Restaurant Franchise Agreement
termunated
or expires
s  Modification Section 24(E) No modification generally without signed agreement, but
of the LSI may modify the La Salsa® Restaurant System and the
agreement Manuals
t  Integration/ Section 24(E) Only the terms of the Express Restaurant Franchise
merger Agreement and 1its attachments are binding (subject to state
clause law) Any representations or promuses made outside of the
Disclosure Document and Express Franchise Agreement
and 1ts attachments may not be enforceable Nothing in the
Express Franchise Agreement or 1n any related Exhibit 1s
intended to disclaim the representations made to you mn this
Disclosure Document
u  Dispute Sections 23(A) - 23(B), | We must attempt to resolve all disputes first by mediation
resolution by 23 (D) m Orange County, Cahfornia, and then by binding
mediation or arbitration Los Angeles, Californua, except for certain
arbitration matters which may be brought m court
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PROVISION

SECTION IN
EXPRESS
RESTAURANT
FRANCHISE
AGREEMENT
EXHIBIT E

SUMMARY

v Choice of

Section 23(A), 23(F)

All proceedings will be held in Orange County, California,

forum subject to applicable state law See the State Specific
Addenda (Exhibit O) attached to thus Disclosure Document
w  Choice of Section 23(F) California, subject to the exception provided 1n Section 23(E)
law and applicable state law See the State Specific Addenda

ASSET PURCHASE AGREEMENT

(Exhibat O) attached to this Disclosure Document

THE FRANCHISE RELATIONSHIP

SECTION
PROVISION IN ASSET SUMMARY
PURCHASE
AGREEMENT
(EXHIBIT D) AND
SUBLEASE
(ATTACHMENT E
TO THE ASSET
PURCHASE
AGREEMENT)
a Length of the Section 1 of the The remaining term of the Master Lease
franchise term Sublease
b Renewal or Section 1 of the If the Master Landlord grants option and if Sublessor
extension of Sublease extends the term
the term
¢ Requirements for Not Applicable Not Applicable
Franchisee to renew
or extend
d Termunation by Not Applicable Not Applicable
Franchisee
e Termunation by Not Applicable Not Applicable
Franchisor without
Cause
f Termunation by Section 14 of the We may termunate the Asset Purchase Agreement at any
Franchisor with cause | Asset Purchase time before to the Closing Date (1) if you breach any
Agreement, Section 9 | representation, warranty, covenant or agreement in the
of the Sublease Asset Purchase Agreement and fail to cure within 5 days
after written notice 1s given by to you (except that no cure
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PROVISION

SECTION
IN ASSET
PURCHASE
AGREEMENT
(EXHIBIT D) AND
SUBLEASE
(ATTACHMENT E
TO THE ASSET
PURCHASE
AGREEMENT)

SUMMARY

period will be provided for a breach which by its nature
cannot be cured) (u) if you fail to complete the Iihal
Traimung Program within 2 months after you sign the Asset
Purchase Agreement, (i) if you do not complete the Irutial
Trammung Program to our satisfaction, or (1v) if you do not,
during the Imtial Trainuing Program, appear to possess the
skills necessary to properly fulfill and discharge the
demands and responsibilities required by the System or the
Franchise Agreement

We may termunate the Sublease if you default

g Cause” defined -
curable defaults

Section 14 of the
Asset Purchase
Agreement, Section 9
of the Sublease

Asset Purchase Agreement -Breach of representation,
warranty, covenant or agreement mn the Asset Purchase
Agreement must be cured within 5 days (10 days 1n [llinois)
after written notice 1s given by to you (except that no cure
period will be provided for a breach which by 1its nature
cannot be cured) A default under the Sublease must be
cured within 3 days after written notice

h Cause’ defined -
non-curable defaults

Section 14 of the
Asset Purchase
Agreement

Asset Purchase Agreement -If we determune during the
Inttial Trammung Program that you are not acceptable to
become a Franchisee of for any reason, in our sole and
absolute discrehion, the Asset Purchase Agreement will
automatically termunate

1 Franchisee’s
obligations on

termination/nonrenewal

Not Applicable

If we termunate because of your breach of any
representation, warranty, covenant or agreement in the
Asset Purchase Agreement, we can retain your deposit paid
agamst the Purchase Price

] Assignment of

contract by Franchusor

Section 19(c) of the
Asset Purchase

Agreement

There are no limits on our assignment rights

k Transfer” by

Franchisee - definition

Section 19(c) of the

Asset Purchase
Agreement, Section
10 of the Sublease

You may not assign your rights under the Asset Purchase
Agreement

You may not assign your rights under the Sublease
without our consent

1 Franchisor s approval

of transfer by

Section 18(c) of the

You may not assign your rights under the Asset Purchase
Agreement
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PROVISION

SECTION
IN ASSET
PURCHASE
AGREEMENT
(EXHIBIT D) AND
SUBLEASE
(ATTACHMENT E
TO THE ASSET
PURCHASE
AGREEMENT)

SUMMARY

Franchisee

Asset Purchase
Agreement, Section
10 of the Sublease

You may not assign your rights under the Sublease
without our consent

m Conditions for
Franchisor s approval
of transfer

Not Applicable

Not Apphicable

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

Not Applicable

Not Applicable

o Franchisor’s option to
purchase Franchisee s
business

Not Applicable

Not Applicable

p Death or
disability of
Franchisee

Not Applicable

Not Applicable

q Non-competition
covenants during the
term of the franchise

Not Applicable

Not Applicable

r Non-competition
covenants after the
franchise 1s
terminated or
expires

Not Applicable

Not Applicable

s Modification of the
agreement

Section 19(e) of the
Asset Purchase

Agreement

Must be i writing signed by both parties

t Integration/merger
clause

Section 19(e) of the
Asset Purchase

Agreement Section
12 of the Sublease

Only the terms of the Asset Purchase Agreement and
Sublease are binding (subject to state law) Any
representations or promuses made outside of the Disclosure
Document, the Asset Purchase Agreement and its
attachments, the Sublease and 1ts attachments may not be
enforceable Nothing in the Asset Purchase Agreement or
Sublease or 1n any related Exhibit 1s intended to disclaim
the representations made to you n this Disclosure
Document
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PROVISION

SECTION
IN ASSET
PURCHASE
AGREEMENT
(EXHIBIT D) AND
SUBLEASE
(ATTACHMENT E
TO THE ASSET
PURCHASE
AGREEMENT)

SUMMARY

u Dispute resolution
by mediation or
arbitration

Sections 18(a)

through 18(b), 18(c)
of the

Asset Purchase
Agreement

We must attempt to resolve all disputes first by mediation
m Orange County, Cahforrua, and then by binding
arbitration 1n Los Angeles, California, except for certain
matters which may be brought mn court

v Choice of forum

Section 18(a) of the

Asset Purchase
Agreement, Section
13 of the Sublease

All proceedings will be held 1n Orange County, California,
subject to applicable state law See the State Specific
Addenda (Exhibit O) attached to this Disclosure
Document

w Choice of law

Section 18(d) of the

Cahformua, subject to the exception provided 1n Section
18(d) and applicable state law See the State Specific

Asset Purchase Addenda (Exhibit O) attached to this disclosure document
Agreement, Section
13 of the Sublease
ITEM 18
PUBLIC FIGURES

We do not use any public figure to promote our Franchise No compensation or other benefit 1s given or
pronused to a public figure for the use of a public figure in the name or symbol of the franchised business or the
endorsement or recommendation of the franchised busmess by a public figure m advertisements You do not have
the right to use the name of any public figure in promotional efforts or advertising without prior written approval
from us No public figures are involved 1n the actual management or control of LSF

ITEM 19
FINANCIAL PERFORMANCE REPRESENTATIONS

The FIC s Franchise Rule permuts a franchisor to provide information about the actual or potential
financial performance of its franchised and/or franchisor-owned outlets, if there 1s a reasonable basis for the
information, and if the information 1s included in the Disclosure Document Fimancial 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 franchusor supplements the information provided 1n ttus Item
19, for example, by providing mformation about possible performance of a particular location or under particular
crrcumstances

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 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 1t to the franchisors
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management by contacting our Chief Financial Officer, Robert Gonda, 320 Commerce, Suite 100, Irvine, California
92602, (949) 270-8900, the Federal Trade Commussion, and the appropnate state regulatory agencies

ITEM 20
OUTLETS AND FRANCHISEE INFORMATION
TABLENO 1
SYSTEM WIDE RESTAURANT SUMMARY
FOR YEARS 2013 TO 2015
OUTLET TYPE YEAR OUTLETS AT OUTLETS AT THE NET CHANGE*
THE START OF END OF THE YEAR (+or-)
THE YEAR
Franchised
2013 29 26 -3
2014 26 23 -3
2015 23 18 -5
Company Owned
2013 10 9 -1
2014 9 7 -2
2015 7 6 -1
Total Outlets
2013 39 35 -4
2014 35 30 -5
2015 30 24 -6
TABLE NO 2
TRANSFER OF RESTAURANTS FROM FRANCHISEES TO NEW OWNERS
(OTHER THAN FRANCHISOR OR AN AFFILIATE) FOR YEARS 2013 TO 2015
STATE YEAR NUMBER OF TRANSFERS
Cahfornia

2013 0

2014 1

2015 1

Total Outlets

2013 0

2014 1

2015 1

(THE REMAINDER OF THIS PAGE LEFT INTENTIONALLY BLANK)

\\Fs1\apps\hsmh\PK\ 26035-6\1077984 docx
2016 LA SALSA FDD PEA 69
9/21/16




TABLENO 3

STATUS OF FRANCHISED RESTAURANTS

FOR YEARS 2013 to 2015
STATE YEAR OUTLETS | OUTLETS | REACQUIRED | TERMINATIONS NON- CEASED OUTLETS AT END
AT OPENED BY RENEWALS OPERATIONS- OF THE YEAR
START * | FRANCHISOR OTHER
OF YEAR REASONS
Arizona
2013 3 0 0 0 0 0 3
2014 3 0 0 0 0 0 3
2015 3 0 0 0 1 0 2
California
2013 17 0 0 0 0 3 14
2014 14 0 0 0 0 3 11
2015 11 0 0 0 3 0 8
Indiana
2013 1 0 0 0 0 0 1
2014 1 0 0 0 0 0 1
2015 1 0 0 0 0 0 1
Missourn
2013 1 0 0 0 0 0 1
2014 1 0 0 0 0 0 1
2015 1 0 0 0 0 0 1
New Jersey
2013 1 0 0 0 0 0 1
2014 1 0 0 0 0 0 1
2015 1 0 0 1 0 0 0
Nevada
2013 4 0 0 0 0 0 4
2014 4 0 0 0 0 0 4
2015 4 0 0 0 0 0 4
Texas
2013 2 0 0 0 0 0 2
2014 2 0 0 0 0 0 2
2015 2 0 0 0 0 0 2
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STATE YEAR | OUTLETS | OUTLETS | REACQUIRED | TERMINATIONS NON- CEASED OUTLETS AT END
AT OPENED BY RENEWALS OPERATIONS- OF THE YEAR
START FRANCHISOR OTHER
OF YEAR REASONS
Total
Qutlets
2013 29 0 0 0 0 3 26
2014 26 0 0 0 0 3 23
2015 23 0 0 1 4 0 18

During the last 3 fiscal years, we have signed confidentiality clauses with current or former franchisees In some nstances current and former
franchisees sign provisions restricting therr ability to speak openly about their experience with us You may wish to speak with current and former
franchusees, but be aware that not all of those franchisees will be able to commurucate with you

Exhibit M 1s a list of La Salsa franchisee-owned Restaurants as of December 28, 2015 Also included 1n Exhibit M are the names, addresses and last
known telephone numbers of every Franchisee who had a Franchise Agreement termunated, canceled, not renewed, or which otherwise voluntarily or
mvoluntarily ceased doing business between December 30, 2014 and December 28, 2015, or who has not communicated with us within 10 weeks of the
application date of our application for registration or renewal

If you buy this Franchise, your contact information may be disclosed to other buyers when you leave the franchise system

There are no independent franchisee organizations that have asked to be included in this Disclosure Document
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TABLE NO 4

STATUS OF COMPANY AND AFFILIATE OWNED RESTAURANTS

FOR YEARS 2013 to 2015
STATE YEAR OUTLETS OUTLETS OUTLETS OUTLETS OUTLETS OUTLETS AT END OF
- AT OPENED | REACQUIRED CLOSED SOLD TO THE YEAR
START FROM FRANCHISEE
OF YEAR FRANCHISEE

Califormia

2013 8 0 0 1 0 7

2014 7 0 0 0 1 6

2015 6 0 0 1 0 5
Nevada

2013 2 0 0 0 0 2

2014 2 0 0 0 1 1

2015 1 0 0 0 0 1
Total Outlets

2013 10 0 0 1 0 9

2014 9 0 0 0 2 7

2015 7 0 0 1 0 6

The figures 1n this chart reflect the number of La Salsa® Restaurants at both captive market and traditional locations
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TABLE NO 5
PROJECTED OPENINGS AS OF

DECEMBER 28, 2015
STATE FRANCHISE PROJECTED NEW PROJECTED NEW COMPANY-
AGREEMENTS SIGNED FRANCHISED OWNED OUTLETS IN THE NEXT
BUT OUTLET NOT OUTLET IN THE NEXT FISCAL YEAR
OPENED FISCAL YEAR
California 0 0 0
Total 0 0 0
ITEM 21
FINANCIAL STATEMENTS

Attached as Exhibit Q and incorporated by this reference are our audited Financial Statements as of December
28, 2015, December 29, 2014, and December 30, 2013 Our fiscal year end 1s usually the last Monday in December
of each year

ITEM 22
CONTRACTS

Attached as Exhibit A 1s a copy of our current form of Inutial Training Agreement

Attached as Exhibit B 1s a copy of our current form of Franchise Agreement for Traditional Restaurants

Attached as Exhibit C 1s a copy of our current form of Area Development Agreement

Attached as Exhibit D 15 a copy of our current form of Asset Purchase Agreement

Attached as Exhibit E 1s a copy of our current form of Express Restaurant Franchise Agreement

Attached as Exhibat F 1s a copy of our current form of Non-Disclosure Agreement for your employees

Attached as Exhibit G 1s a copy of our current form of Confidentiality Agreement which we will typically
require you to sign during our discussions with you concerning our possible establishment of a franchise
relationship

Attached as Exhibit H 1s a copy of our current form of General Release which you, and all of your
affihated persons and entittes who have currently existing Franchise Agreements with us, must sign before we
sign a Franchise Agreement with you or an affihated entity for an additional La Salsa® Restaurant.

Attached as Exhibit I 1s the form of Guarantee that we will typically require your owners, members,
partners or shareholders to sign if you are a busmess entity By executing the Guarantee, the owners, shareholders,
members or partners unconditionally and irrevocably guarantee your full and faithful performance of all of your
obhigations under all agreements between you and us or LAS Acquisition.

Attached as Exhibit ] 1s a copy of our current form of Catering Addendum to Franchise Agreement

Attached as Exhibit K 1s a copy of our current form of Addendum to Franchise Agreement for Purchase
of Operating Restaurant.

Attached as Exhibit L 1s a copy of our current Option to Obtain Lease Assignment
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ITEM 23
RECEIPT

2 copues of an acknowledgment of your receipt of this Disclosure Document appear as Exhibit R. Please
return one copy to us and retain the other for your records
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EXHIBIT A
LA SALSA FRANCHISE, LLC
FRANCHISE DISCLOSURE DOCUMENT

INITIAL TRAINING AGREEMENT

THIS INITIAL TRAINING AGREEMENT (this Agreement ) 1s made and entered mto as of
, by and between La Salsa Franchise, LLC, a Delaware limited liability company
( Franchisor ), on the one hand, and , a
(' Tramee”), on the other hand, with reference to the following

facts

A As a result of the expenditure of time skill, effort and money, Franchisor has developed and
owns a uruque and distinctive system (the * System”) relating to the development, establishment and operation of
quick service La Salsa® ‘taqueria restaurants The distinguishing characteristics of the System include, without
hmitation, uruform and distinctive building designs, mterior and exterior layout and trade dress, business
methods, techmical knowledge, standards and specificattons for equipment, equipment layouts, supplies and
menus (including food and beverage designations, food presentation, special recipes, and quality and quantity
standards and other ‘Confidential Information’, as defined below), operating procedures for sarutation,
maintenance and food and beverage storage, preparation and service, and methods and technuques for inventory
and cost controls, recordkeeping and reporting, personnel management, tramung purchasing, sales, promotion
and advertising The System and its components may be changed, improved and further developed by
Franchisor from time to time

B Franchisor 1dentifies the System by means of certain names, marks, logos, nsignias, slogans,
emblems, symbols and designs (collectively the Marks ) which Franchusor has designated or may in the future
designate for use with the System The Marks used to identify the System, including the principal Marks, may be
modified by Franchusor and/or 1ts affihates from time to time Franchisor continues to develop, use and control
the use of these Marks 1n order to identify for the public the source of services and products marketed under the
Marks and the System, and to represent the System'’s high standards of quality, appearance and service

C Trainee desires to enter into the business of operating a La Salsa® Restaurant (a "Restaurant") as a
franchusee of Franchisor under the System and using the Marks, and Trainee acknowledges and agrees that
Tramee’s completion of Franchisor’s mrutial traiung program (the “Initial Tramning Program ) for franchusees
offered by Franchisor, to Franchisor s satisfaction, as determined by Franchisor, in its sole and absolute discretion,
1s a condition to the grant by Franchisor to Trainee of a license to operate a La Salsa® Restaurant as a franchisee of
Franchisor and to the execution of a Franchuse Agreement (the Franchise Agreement ) for a La Salsa®
Restaurant by Franchisor and Tramnee

NOW, THEREFORE, IT IS AGREED
1 DEFINED TERMS

The following capitalized terms in this Agreement shall have the mearungs set forth below,
unless the context otherwise requires

Affiliate” when used heremn in connection with Trainee, includes each person or Entity which,
directly or mdirectly, through one (1) or more intermediaries, controls, 1s controlled by or 1s under common
control with Trainee Without imiting the foregoing, the term Affihate when used herein in connection with
Trainee includes any Entity twenty percent (20%) or more of whose Equity or voting control, 1s held by person(s)
or Entities who, jointly or severally, hold twenty percent (20%) or more of the Equity or voting control of Trainee
For purposes of this defirution, control of a person or Entity means the power, direct or indirect, to direct or cause
the direction of the management and policies of such person or Entity whether by contract or otherwise
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Applicable Law’ means and includes applicable common law and all applicable statutes, laws,
rules, regulations, ordinances, policies and procedures established by any governmental authority as in effect on
the date hereof, and as may be amended, supplemented or enacted from time to time

' Area Developer 1s the person granted the Area Development right to open and operate
multiple urut franctuses, generally within a delineated geographuc area, and 1s a party to an Area Development
Agreement with the franchusor The area developer or 1ts affihates generally are parties to separate unit franchise
agreements with the franchusor and the area developer does not have the night to grant or sell umt franchises to
thurd parties

Area Development Program means a La Salsa program in which the franchisee has a defined
area to develop and operate a mimmum number of three (3) La Salsa Restaurants within a specified period of
time

‘Authonized La Salsa® Products” means the specific Mexican-style foods products, salsa
products, tortillas, beverages and other food 1tems and ancillary related products, which may include books,
cups, coolers, hats, t-shurts and novelty items, as specified by Franchusor from time to time in the Manuals, or as
otherwise directed by Franchisor in writing, for sale at a La Salsa® Restaurant, prepared, sold and/or
manufactured 1n strict accordance with Franchisor s recipes, standards and specifications, mcludmg specifications
as to mgredients, brand names, preparation and presentation

“Competitive Activities means to, own, operate, lend to, advise, be employed by or have any
financial mterest n (1) any Mexican-style restaurant or (u) any business that engages m the production or sale at
retail or wholesale of any salsa, Mexican-style food product or any other featured menu 1tem which 1s now or in
the future an Authorized La Salsa® Product, other than a La Salsa® Restaurant operated pursuant to a validly
subsisting franchise agreement with Franchusor Notwithstanding the foregoing, “Competitive Activities’ shall
not include the direct or mndirect ownership solely as an investment, of securities of any Entity which are traded
on any national securities exchange if the owner thereof (x) 1s not a controlling person of, or a member of a group
which controls, such Entity and (xx) does not, directly or indirectly, own five percent (5%) or more of any class of
securities of such Entity

‘Confidential Information mcludes, without limitation, tangible and mtangible information
(whether or not 1n electronic form) relating to Franchisor s business operations, products and services, sources of
materials and equipment, client management and other software, data, other content, formulations, patterns,
compilations, programs, devices and processes, busmess relationships, contact information for industry
professionals, designs, developmental or experimental work and services, improvements discoveries, plans for
research, potential new or supplemental products and services, websttes, advertisements or ancillary products
and services, marketing and selling methods and/or plans business plans, budgets and unpublished financial
statements, licenses, prices and costs, vendors, collaborators, current customer and prospective customer names
and addresses, nformation regarding credit extensions to customers, customer service purchasing histories and
prices charged to customers, customer lists and other customer data, mformation regarding the skiils and
compensation of employees of Franchisor and contractors of Franchisor, designs, drawings, specifications, source
code, object code, documentation, diagrams, flowcharts, research, development, marketing techmiques and
materials, trademarks, trade secrets, sales/license techniques, mnventions, copyrightable materal, trademarkable
material, databases, relationships between Franchisor and other comparues, persons or entities, knowledge or
know-how concerning the methods of operation of the Restaurant which may be commurucated to Trainee, or of
which Tramnee may be apprised, and any other information or material considered proprietary by Franchisor
whether or not designated as confidential information by Franchisor, that 1s not generally known by the public, or
which derives independent economic value (actual or potential) from not bemng generally known to the public or
persons unaffiiated with Franchisor or 1ts affiliates and whuch 1s the subject of efforts by Franchisor that are
reasonable under the circumstances to maintain 1ts secrecy, and any other information in oral, written, graphic or
electronic form which, given the circumstances surrounding 1ts disclosure, would be considered confidential
Confidenhal Information does not include any iformation that was 1n the lawful and unrestricted possession of
Tramnee prior to 1ts disclosure by Franchisor, 1s or becomes generally available to the public by acts other than
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those of Franchisee after receiving 1t, has been received lawfully and in good faith by Tramnee from a third party
who did not dentve 1t from Franchisor or Tranee, or 1s shown by acceptable evidence to have been independently
developed by Trainee

“Director of Operations’ means , or such other mndividual
hereafter designated by Trainee, and accepted by Franchisor, who shall be vested with the authonty and
responsibility for the day-to-day operations of the Restaurant The Director of Operations may (but need not) be
an Owner, and with the prior wrnitten consent of Franchusor, may be the same individual as the Operating
Principal

“Entity” means any hmuted hability company, partnershup, trust, association, corporation or
other entity which 1s not an individual

‘Equity” means capital stock, membership interests, Partnership Rights or other equity
ownership mnterests of an Ennty

’ Express Venue’ 1s a La Salsa® facility located within a captive market site, another primary
business or mn conjunction with other businesses or at mstitutional settings, including toll roads, hotels and
motels, casimnos, stadiums, arenas, airports, tram stations, bus stations, Indian reservations, colleges and
uruversities, recreational theme parks, schools, hospitals, miitary and other governmental facilities, office or in-
plant food service facilities, shopping mall food courts operated by a master concessionaire, grocery stores,
supermarkets and converuence stores and any site for which the lessor, owner or operator thereof shall have
mdicated 1ts intent to prefer or limit the operation of its food service facilities to a master concessionatre or
contract food service provider

Manuals” means Franchisor s operations and tramning manuals, and any other written directive
related to the System, as the same may be amended and revised from time to time, including all bulletins,
supplements and ancillary and additional manuals and written directives established by Franchisor as mn effect
and amended from time to time

 Marks” shall have the meaning set forth in Recital B above

“Operating Principal” means , or such other individual
hereafter designated by Tramee, and accepted by Franchisor, to serve as the authorized representative of Trainee,
who Trainee acknowledges and agrees shall act as Trainee’s representative, and shall have the authority to act on
behalf of Trainee during the Imtial Training Program

Operating Restaurant means a company-owned La Salsa® Restaurant that Tramnee purchases
from Franchusor s affiliate

Owner” means any, direct or indirect, shareholder, member, general or limited partner, trustee
or other equity owner of an Entity

u

Restaurant Manager” means , or such other individual
hereafter designated by Tramnee, and accepted by Franchisor, who shall be responsible for overseemng the
operation of the Restaurant

* Restricted Persons means Trainee, and each of its Owners and Affiliates, and therr respective
officers, directors, managers, and Affihates of each of them, and the spouse and family members of each of the
foregoing who are individuals
System’ means the Franchisor s operating methods and business practices related to a La Salsa®
Restaurant, and the relationship between Franchisor and its franchisees, including interior and exterior
Restaurant design, other items of trade dress, specifications for equipment, fixtures, and umforms, defined
product offerings, recipes and preparation methods, Franchisor specified pricing and promotions restrictions on
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ownership, standard operating and adminstrative procedures, management and technical training programs
and marketing and public relations programs, all as Franchusor may modify the same from time to time

Trade Secrets” means proprietary and confidential information, including, recipes, ingredients,
specifications, procedures, policies, concepts, systems, know-how, plans, software, strategies, and methods and
technuques of operating the Restaurant at the Franchised Location and producing Authorized La Salsa® Products,
excluding information that 1s or becomes a part of the public domain through publication or communication by
third parties not bound by any confidentiality obligation or that Trainee can show was already lawfully mn
Tramnee s possession before receipt from Franchisor

Traditional Restaurant” means a new single traditional 1,300 to 1,800 square foot La Salsa®
restaurant at a location which Tramnee chooses and Franchusor accepts

Turnkey Restaurant” means a company-owned La Salsa® Restaurant that Franchisor’s affihate
constructs and equips and sells to Trainee

2 INITIAL TRAINING PROGRAM

Franchusor shall provide an Initial Tramming Program 1n the System and the methods of operation
at the Franchisor s training facilities, or the nearest certified tramming restaurant, for up to two (2) supervisorial or
managerial employees selected by Traimnee who shall be the Operating Principal, Director of Operations and/or
Restaurant Manager of the Restaurant If Tramee 1s an Entity, Franchusor may require the Restaurant Manager to
be an Owner, officer or other designated representative selected by Trainee and acceptable to, and approved by
Franchusor The Inutial Traming Program shall consist of approximately seven (7) weeks of traimng prior to the
operung of the Restaurant and must be completed to the satisfaction of Franchisor before Trainee shall be eligible
to sign a Franchise Agreement Franchisor shall determine the contents and manner of conducting the Initial
Traimng Program, n Franchisor s discretion, however, the Initial Tramming Program will be structured to provide
practical trarung 1n the implementation and operation of a La Salsa® Restaurant and may include such topics as
on-site food preparation, portion control, preparation and cooking procedures, packaging procedures, La Salsa®
standards, marketing and customer service technmiques, reports and equipment maintenance Tramee
acknowledges that because of Franchisor s superior skill and knowledge with respect to the traming and skill
required to manage the Restaurant, the judgment as to whether or not Tramee or an Operating Principal, Director
of Operations and/or Restaurant Manager has satisfactorily completed such traiung shall be determuned by
Franchisor, 1n 1ts sole and absolute judgment Tramee must complete the Irutial Traiming Program to the
satisfaction of Franchisor, obtain a site for Tramee's Restaurant and sign a Franchise Agreement for the
Restaurant within six (6) months after the parties’ execution of this Agreement, and Tramnee must open the
Restaurant for business within twelve (12) months after signing the Franchise Agreement, unless Franchisor and
Tramee agree otherwise Trainee acknowledges that Tramnee has been advised by Franchisor that Trainee should
not sign a lease or purchase a site for the Restaurant until Franchisor notifies Tramnee that Trainee has successfully
completed the Iratial Trammng Program

3 INITIAL TRAINING FEE

Tramnee shall pay Franchisor an inutial traimung fee of $10,000 for the Irutial Trammuing Program (the
‘ Inthal Tramning Fee ) for up to two (2) supervisorial or managerial employees selected by Trainee who shall be
the Operating Principal, Director of Operations or Restaurant Manager of the Restaurant Trainee shall pay all
travel, living, compensation and other expenses, if any, incurred by Tramnee and/or Tramnee s employees mn
connection with attendance at traimung programs Tramee shall exert Trainee’s best efforts to complete the Irutial
Traming Program to Franchisor's satisfaction, as determined by Franchisor in 1ts sole and absolute discretion
Tramee must attend and complete the Inttial Tramning Program within six (6) months after the parties’ execution
of thuis Agreement, unless otherwise agreed by Franchisor

31 Initial Traimning Fee Credit If Tramee completes the Imitial Tramng Program to
Franchisor's satisfaction Franchisor shall credit the entire Imitial Tramning Fee towards the Iritial Franchise Fee (as
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defined in Tramnee’s Franchise Agreement) for the Restaurant Notwithstanding the foregoing, however, if
Tramnee’s franchise will be located at an Express Venue, the Intial Tramning Fee shall not be credited aganst the
Irutial Franchise Fee for the Restaurant

32 Partial Refund of Initial Tramning Fee If Trainee (1) fais to complete the Initial Trainuing
Program within six (6) months after the parties execution of this Agreement, (11) does not complete the Imtial
Tramming Program to Franchisor's satisfaction, (m1) does not, during the Initial Tramung Program, appear to
possess the skills necessary to properly fulfill and discharge the demands and responsibilities required by the
System or a Franchise Agreement, or (1v) 1s not acceptable to become a franchisee of Franchisor for any reason
whatsoever, in Franchisor’s sole and absolute discretion, this Agreement shall automatically terminate and be of
no further force or effect, Tramnee shall not be eligible to become a franchisee of Franchisor Under these
circumstances, for a 3 Restaurant Purchase Program Area Development Program, Traditional Restaurant, and
Operating Restaurant or Turnkey Restaurant, Franchisor shall retain $8,000 of the Imitial Traimng Fee and shall
refund the $2,000 balance of the Imitial Training Fee to Tramee withun thurty (30) days The Imtial Tramning Fee for
an Express Venue Restaurant is not refundable under any circumstances Notwithstanding anything to the
contrary i this Agreement, if this Agreement 1s signed, and/or Trainee 1s trained, in conjunction with an asset
sale, transfer or an assignment by an existing franchisee of franchisor, then the Imitial Traiing Fee shall not be
refundable under any circumstances

33 Good-Faith Estimate Franchusor and Tramnee acknowledge and agree that the actual
damages to be suffered by Franchisor in the circumstances described in this Section 3 are difficult, if not
umpossible to determine, and that, under all the facts and circumstances, this calculation of Franchisor’s potential
damages and the portion of the Irutial Traming Fee retained by Franchisor are a reasonable, good-faith esimate of
such damages

34 Conditions of Refund Payment by Franchisor and acceptance by Trainee of a refund of
a portion of the Irutial Trainung Fee shall constitute a release of any and all claims which each may have against
the other (including the respective partners, shareholders, directors, agents or employees thereof) arising out of or
mn connection with the Imtial Tramning Program and Trainee s efforts to purchase a license to operate a Restaurant
As a condition to the payment of any refund, Franchisor, Trainee, the Operating Principal, Director of Operations,
Restaurant Manager and each Restricted Person shall execute a mutual general release m a form prescribed by
Franchisor, of any and all claims which such parties may have or believe to have against Franchisor, and/or 1its
affibated Entihies and their respective officers, directors, agents, attorneys and employees, and each of them,
whether the claims are known or unknown, which are based on, arise from or relate to this Agreement, the Inihal
Traming Program, the Initial Tramning Fee and Franchisor’s decision to not permut Trainee to purchase a license to
operate a Restaurant which arose on or before the date of the mutual general release, including, without
hmatation, all obligations, liabilities, demands, costs, expenses, damages, claims, actions and causes of action, of
whatever nature, character or description, arising under federal, state and local laws, rules and ordinances

4 FRANCHISOR UNDER NO OBLIGATION TO GRANT FRANCHISE

Franchisor and Trainee acknowledge and agree that neither the execution of this Agreement by
Franchisor nor the completion of the Imitial Tramming Program by Trainee, the Operating Principal, Director of
Operations or the Restaurant Manager shall obhigate Franchisor in any way to grant Tramnee a license to operate a
Restaurant or to execute a Franchise Agreement for a Restaurant Franchisor may refuse to offer a Franchise
Agreement to Tramee (1) if the Operating Principal, Director of Operations or Restaurant Manager fail to attend
and complete the Imitial Training Program to Franchisor's satisfaction, as determined by Franchusor, in 1ts sole:and
absolute discretion, (1) if the Operating Principal, Director of Operations or Restaurant Manager fail to complete
the Initial Tramming Program within six (6) months after the parties’ execution of this Agreement, unless otherwise
agreed by Franchisor, (i) if, for any reason, Franchisor determines during the Inital Training Program, 1n 1ts sole
and absolute discretion, that the Operating Princtpal, Director of Operations or Restaurant Manager do not
appear to possess the skills necessary to properly fulfill and discharge the demands and responsibilities required
by the System or a Franchise Agreement, or (iv) if, for any reason, Franchisor determines during the Irutial
Traimng Program, in 1ts sole and absolute discretion, that the Operating Principal, Director of Operations and
Restaurant Manager are not acceptable to Franchisor for any reason whatsoever, in Franchisor s sole and absolute
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discretion If Franchusor refuses to offer Trainee a Franchise Agreement for a Restaurant, to the extent permutted
by Applicable Law, nerther the Operating Principal, Director of Operations, Restaurant Manager nor a Restricted
Person shall, for a period of twenty-four (24) months thereafter, either directly or indirectly, own, operate, advise,
be employed by or have any financial interest i any business engaged 1n Competitive Activities within an area of
three (3) mules from any then existing La Salsa® Restaurant, without Franchusor s prior written consent In
applying for such consent, Tramnee, and/or such individuals, will have the burden of establishing that any such
activity will not mvolve the use of benefits provided under this Agreement or constitute unfair competition with
Franchisor or other franchisees or Area Developers of the Franchisor

5 CONFIDENTIALITY

To protect the System, the Marks, the Trade Secrets, the Authorized La Salsa® Products, and the
goodwill associated with the same, neither Tramee nor the Operating Principal, Director of Operations,
Restaurant Manager or a Restricted Person shall communicate, divulge or use for the benefit of, anyone else, any
Confidential Information, knowledge or know-how concerning the methods of operation of a Restaurant whuch
may be communicated to Trainee, or to such individuals, or of which Trainee, or such individuals, may be
apprised, by virtue of their attendance at the Imihal Tramning Program The duplication or use of the System or
Trade Secrets in any other endeavor or business by the Operating Principal, Director of Operations, Restaurant
Manager or a Restricted Person shall constitute an unfairr method of competition The Operating Principal,
Drrector of Operations, Restaurant Manager and each Restricted Person shall (1) not use the System or Trade
Secrets n any business or other endeavor other than mn connection with the La Salsa® Restaurant, (1) maintain
absolute confidentiality of the System and the Trade Secrets during and after the term of this Agreement, and (i)
make no unauthorized copy of any portion of the System or the Trade Secrets, including without limitation, the
Manuals, bulletins, supplements, confidential correspondence or other confidential communcations, whether
written or oral In view of the importance of the Marks, the System and the Trade Secrets, and the mcalculable
and wrreparable harm that would result to the parties in the event of a default of the covenants and agreements set
forth herein 1in connection with these matters, the parties agree that each party may seek specific performance
and/or injunctive relief to enforce the covenants and agreements in this Agreement, in addition to any other relief
to which such party may be entitled at law or in equity

6 NO RIGHT TO USE MARKS OR SYSTEM

Franchisor and Tramnee acknowledge and agree that this Agreement is not a Franchise Agreement
and does not grant Trainee any right whatsoever to use, or to license the use of, the Marks, the Authorized La
Salsa® Products or the System m any way

7 DISPUTE RESOLUTION

71 Arbitration Except as provided in Sections 7 2 of this Agreement and except as precluded by
Applicable Law, any controversy or claim between Franchisor and Franchisee arising out of or relating to this
Agreement or any alleged default hereunder, including any issues pertamming to the arbitrabihty of such
controversy or claim and any claim that this Agreement or any part hereof 1s invahd, illegal, or otherwise
voidable or void, shall be submitted to binding arbitration conducted before and in accordance with the
Commeraal Rules of the Amenican Arbitration Association (“AAA ’), by one arbitrator selected by Franchusor and
Franchisee 1n accordance with said rules Judgment upon any award rendered may be entered in any Court
having junsdiction thereof Except to the extent prohubited by Applicable Law, (1) the proceedings shall be held
in Orange County, Cahforna, (u) all arbitration proceedings and claims shall be filed and prosecuted separately
and individually 1n the name of Franchisee and Franchisor, and not 1n any representative capacty, and shall not
be joined or consohdated, or otherwise filed concurrently in the same proceeding, with claims asserted by or
against any other licensee, franchisee or area developer, and (1) the arbitrator shall have no power or authonty to
grant purutive or exemplary damages as part of 1ts award The party itiating a claim or counterclaim in any
arbitration proceedings shall pay all fiing fees related thereto In no event may the matenal provisions of this
Agreement, or any ancillary agreement executed in connection with this Agreement, including, but not limited to
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the method of operation, authonzed product line sold or monetary obhigations specified in this Agreement,
amendments to this Agreement or in the Manuals be waived, modified or changed by the arbitrator at any
arbitration hearing The substantive law applied mn such arbitration shall be as provided 1n Section 75 of this
Agreement The arbitration and the parties agreement to arbitrate shall be deemed to be self-executing, and 1f
erther party fails to appear at any properly-noticed arbitration proceeding, an award may be entered against such
party despite said failure to appear The arbitral decision shall be binding and conclusive on the parties A
judgment confirming the award may be given by any Calhfornia court having jurisdiction, or that court may
vacate, modify, or correct the award in accordance with the prevailing prowvisions of the Califormia statute
governing arbitration All 1ssues relating to arbitrability or the enforcement of the agreement to arbitrate
contained herein shall be governed by the Federal Arbitration Act (9 USC § 1 et seq), notwithstanding any
provision of this Agreement speafying the state law under which thuis Agreement shall be governed and
construed The parties agree to be bound by the provisions of the limitations on the period of hme in which
claims must be brought under Applicable Law or this Agreement, whichever expires earher The parties further
agree that, in connection with any arbitration proceeding conducted hereunder, each party must submut or file
any claim which would constitute a compulsory counterclaim (as defined by Rule 13 of the Federal Rules of Civil
Procedure) within the same proceeding as the claim to whuich 1t relates  Any such claim which 1s not submutted or
filed as described above shall be forever barred

72 Exceptions to Arbitration The arbitration provision in Section 7 1 of this Agreement shall not
apply to (1) any action for mnjunctive or other provisional relief including, but not imited to, enforcement of Liens,
security agreements, or attachments, which a party deems to be necessary or appropriate to compel the other
party to comply wath 1ts obligations under this Agreement, or (11) any action Franchisor deems to be necessary or
approprate to protect the Marks and Trade Secrets of Franchusor Any claim or dispute involving or contesting
the validity of any of the Marks shall not be subject to arbitration

73 Other Remedies Nothing in this Article 7 shall prejudice the right of any party to obtain
provisional relief or other equitable remedies from a court of competence jurisdiction as shall otherwise be
available under Applicable Law

74 Mediation Notwithstanding anything to the contrary in Section 7 1 of this Agreement,
before either party may mutate any arbitration proceedings as described above (other than suits described 1n
Section 7 3), Franchusor and Tramnee pledge to attempt first to resolve any Dispute pursuant to mediation
conducted 1n accordance with the Commercial Mediation Rules of the AAA unless Franchisor and Trainee agree
on alternative rules and a mediator within fifteen (15) days after erther party first gives notice of mediation
Mediation shall be conducted m Orange County, Califorma, and shall be conducted and completed within forty-
five (45) days following the date ether party first gives notice of mediation unless otherwise agreed to in writing
by Franchisor and Trainee If the parties fail to complete mediation within the forty-five (45) day period, either
Franchisor or Trainee may mutiate an arbitration proceeding in accordance with Section 71 The fees and
expenses of the mediator shall be shared equally by Franchisor and Tramnee The mediator shall be disqualhified as
a witness, expert or counsel for any party with respect to the Dispute and any related matter Mediation 1s a
compromuse negotiation and shall constitute privileged communications under Califorrua and other Applicable
Laws The entire mediation process shall be confidential and the conduct, statements, promuses, offers, views and
opmions of the mediator and Franchisor and Trawnee shall not be discoverable or admussible in any legal
proceeding for any purpose, provided, however, that evidence which 1s otherwise discoverable or admissible
shall not be excluded from discovery or admussion as a result of its use in the mediation Notwithstanding
anythung to the contrary set forth in thuis Agreement, any party that fails to reasonably cooperate in scheduling
and completing a mediation within forty-five (45) days after giving or receiving notice thereof shall be precluded
from recovering costs, expenses, and/ or prevailing party attorneys' fees m any subsequent legal proceeding

75 Exceptions to Mediation The mediation provision in Section 7 4 shall not apply to any achon for
mjunctive or other provisional rehief including, without imitation, enforcement of liens, secunty agreements, or
attachment, as Franchisor deems to be necessary or appropriate to compel Franchusee to comply with Franchisee’s
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obligations to Franchisor and/or to protect the Marks Any claim or dispute involving or contesting the validity
of any of the Marks shall not be subject to mediation

76 Governing Law This Agreement shall be governed by and construed in accordance with
the laws of the State of Califorrua In the event of any conflict of law, the laws of Califorma shall prevail, without
regard to the application of Califormia conflict of law rules If, however, any provision of thus Agreement would
not be enforceable under the laws of Califorrua, and if the Restaurant 1s located outside of California and such
provision would be enforceable under the laws of the state in which the Restaurant 1s located, then such provision
shall be interpreted and construed under the laws of that state Nothing in thus Section 7 5 1s mtended by the
parties to subject this Agreement to any franchise or similar law, rules, or regulation of the state of Califorria to
whuch 1t would not otherwise be subject

77 Survival The terms of this Section 7 shall survive termination, expiration or cancellation
of this Agreement
8 MISCELLANEOUS PROVISIONS
81 Notices Except as otherwise expressly provided heremn, all written notices permutted or

required to be delivered by the parties pursuant hereto shall be deemed so delivered at the time delivered by
hand, one (1) business day after electronic (with confirmation copy sent by regular United States maul), or three
(3) busimess days after placement in the United States mail by Registered or Certified Mail, Return Recerpt
Requested, postage prepaid and addressed as follows

If to Franchisor- La Salsa Franchuse, LLC
320 Commerce, Suite 100
Irvine, California 92602
Attention Charles Rink, Chief Executive Officer
Facsimile No (949) 270-8901

With a copy (which shall not constitute notice) to

Barry Kurtz, Esq

Lewitt, Hackman, Shapiro, Marshall & Harlan
A Law Corporation

16633 Ventura Boulevard, 11t Floor

Encimno, California 91436

Facsimile No (818) 981-4764

If to Trainee

Attention
Facsimile No

Any party may change hus or 1ts address by giving ten (10) days prior written notice of such change to all other
parties

82 Waiver and Delay No waiver by Franchisor of any default or series of defaults mn
performance by Trainee, and no failure, refusal or neglect of Franchusor to exercise any right, power or option
given to 1t hereunder or to msist upon strict comphiance with or performance of Tramnee’s obligations under this
Agreement shall constitute a waiver of the provisions of this Agreement with respect to any subsequent default
thereof or a waiver by Franchusor of its nght at any time thereafter to require exact and strict compliance with the
provisions thereof Franchisor makes no warranties or guarantees upon which Trainee may rely, and assumes no
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hability or obligation to Trainee by providing any waiver approval, acceptance, consent, assistance or suggestion
to Trainee in connection with this Agreement, or by reason of any neglect, delay or denial of any request

83 Survival of Covenants The covenants contained in this Agreement which, by their
nature or terms, require performance by the parties after the expiration or termmnation of this Agreement, shall be
enforceable notwithstanding said expiration or other termination of this Agreement for any reason whatsoever

84 Successors and Assigns, Benefit This Agreement shall be binding upon and tnure to
the benefit of the successors and assigns of Franchusor and Tramee and 1ts or their respective herrs, executors,
admurustrators, successors and assigns, subject to the restricions on Assignment contained herem  Thus
Agreement 1s for the benefit of the parties only, and 1s not mtended to and shall not confer any rights or benefits
upon any person who 1s not a party hereto

85 [omnt and Several Liability [f Trainee consists of more than one (1) person or Entity, or a
combrination thereof, the obligations and habilities of each such person or entity to Franchisor are jont and
several, and such person(s) and/or Entities shall be deemed to be a general partnership

86 Entire Agreement This Agreement contains all of the terms and conditions agreed upon
by the parties hereto with reference to the subject matter hereof No other agreements oral or otherwise shall be
deemed to exist or to bind any of the parties hereto and all prior agreements, understandings and representations
are merged herem and superseded hereby Trainee represents that there are no contemporaneous agreements or
understandings relating to the subject matter hereof between the parties that are not contamed heremn  No officer
or employee or agent of Franchisor has any authority to make any representation or promise not contained in this
Agreement or mn any Franchise Disclosure Document for prospective franchisees required by Applicable Law,
and Tramee agrees that 1t has executed this Agreement without rehance upon any such representation or
promuse This Agreement cannot be modified or changed except by written instrument signed by all of the
parties hereto

87 Titles for Convenience Article and Section titles used in this Agreement are for
convenience only and shall not be deemed to affect the mearung or construction of any of the terms, provisions,
covenants or conditions of this Agreement

88 Gender and Construction All terms used mn any one number or gender shall extend to
mean and include any other number and gender as the facts, context or sense of this Agreement or any article or
Section hereof may require As used i this Agreement, the words “include, “includes’ or including” are used
in a non-exclusive sense Unless otherwise expressly provided herein to the contrary, any consent, acceptance,
approval or authorization of Franchisor which Tramnee may be required to obtain hereunder may be given or
withheld by Franchisor 1n 1ts sole discretion To protect the System, the Marks, the Trade Secrets, the Authorized
La Salsa® Products, and the goodwill associated with the same, on any occasion where Franchisor 1s required or
permitted hereunder to make any judgment, determination or use its discretion, including any decision as to
whether any condition or circumstance meets Franchisor’s standards or satisfaction, Franchisor may do so in 1ts
sole subjective judgment and discretion Neither this Agreement nor any uncertainty or ambiguity herein shall be
construed or resolved against the drafter hereof, whether under any rule of construction or otherwise On the
contrary, this Agreement has been reviewed by all parties and shall be construed and mterpreted according to the
ordinary meamng of the words used so as to fairly accomplish the purposes and intentions of all parties hereto
Franchisor and Tramnee intend that if any provision of this Agreement 1s susceptible to two (2) or more
constructions, one (1) of which would render the provision enforceable and the other or others of which would
render the provision unenforceable, then the provision shall be given the meaning that renders 1t enforceable

89 Severability Nothing contaned mn this Agreement shall be construed as requiring the
commussion of any act contrary to law Whenever there 1s any conflict between any provisions of this Agreement
and any present or future statute, law, ordinance or regulation contrary to which the parties have no legal nght to
contract, the latter shall prevail, but in such event the provisions of this Agreement thus affected shall be curtailed
and himited only to the extent necessary to bring it within the requirements of the law If any part, article, section,
sentence or clause of this Agreement shall be held to be mdefiute, invalid or otherwise unenforceable, the
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indefinite, nvalid or unenforceable provision shall be deemed deleted, and the remaimng part of this Agreement
shall continue n full force and effect

810  Counterparts and Electronic Transmission, Electronic Signatures This Agreement may
be executed 1n any number of counterparts, each of which shall be deemed to be an original and all of which
together shall be deemed to be one and the same mstrument Copies of this Agreement with signatures that have
been transmutted by email or by facsimile shall constitute and be deemed orignal copies of this for all purposes
provided that the copies are fully executed, dated and 1dentical in form to the original hard copy version of this
Agreement In addition, this Agreement may be signed electrorucally by the Parties and electronic signatures
appearing on this Agreement shall be deemed to be the same as handwritten signatures for the purposes of the
validity, enforceability and admussibility of this Agreement

811  Fees and Expenses If any party to this Agreement shall bring any action or proceeding
for any relief against the other, declaratory or otherwise, ansing out of this Agreement, the losing party shall pay
to the prevailing party a reasonable sum for attorney fees and costs incurred in bringing or defending such action
or proceeding and/or enforcing any judgment granted therein, all of which shall be deemed to have accrued
upon the commencement of such action or proceeding and shall be paid whether or not such action or proceeding
1s prosecuted to final judgment Any judgment or order entered in such action or proceeding shall contamn a
specific provision providing for the recovery of attorney fees and costs, separate from the judgment incurred mn
enforcing such judgment The prevailing party shall be determined by the trier of fact based upon an assessment
of which party’s major arguments or positions taken in the proceedings could fairly be said to have prevailed
over the other party’s major arguments or posttions on major disputed 1ssues For the purposes of this Section,
attorney fees shall include, without limutation, fees mcurred 1n the following (1) post-judgment motions, (2)
contempt proceedings, (3) garrushment, levy, and debtor and third party examinations, (4) discovery, and (5)
bankruptcy hitigaton This Section 15 intended to be expressly severable from the other provisions of this
Agreement, 1s intended to survive any judgment and 1s not to be deemed merged into the judgment

812  Submission of Agreement The submussion of this Agreement does not constitute an
offer and this Agreement shall become effective only upon the execution thereof by Franchisor and Trainee Thus
Agreement shall not be binding on Franchisor unless and until 1t shall have been accepted and signed on 1ts
behalf by an authorized officer of Franchisor

813  Recogmtion of Business Risks Tramee acknowledges and agrees that Tramnee has
conducted an independent investigation of the proposed franchise, and recogruzes that the business venture
contemplated by a Franchise Agreement involves business risks and that 1ts success will be largely dependent
upon the ability of Tramnee as an independent business person Franchisor expressly disclaims the making of, and
Tramee acknowledges and agrees that 1t has not received, any warranty or guarantee, express or imphed, as to
the potential sales, mcome, profits, or success of the business venture contemplated by a Franchise Agreement, or
of other La Salsa® Restaurants

814  Receipt of Franchise Disclosure Document Traimnee acknowledges and agrees that 1t has
received a copy of the complete La Salsa Franchise, LLC, Franchuise Disclosure Document for La Salsa®
Restaurants, which contains a copy of this Initial Traiming Agreement, at least fourteen (14) calendar days prior to
the date on which this Agreement was executed Tramnee acknowledges and agrees and agrees that Franchisor has
made no promuises, representations, warranties or assurances to Tramee which are inconsistent with the terms of
this Agreement or Franchisor's Franchise Disclosure Document, concerrung the profitability or likelithood of
success of a Restaurant, that Trainee has been informed by Franchisor that there can be no guaranty of success in
the franchised business and that Trainee’s business ability and aptitude 1s primary in determuning Trainee s
success

815  Review of Franchise Disclosure Document Trainee acknowledges and agrees that 1t has
read and understood this Agreement, the attachments hereto, and agreements relating thereto, if any, and that
Franchisor has accorded Tramee ample time and opporturnuty to consult with advisors and counsel of Tramnee's
own choosing about the potential benefits and risks of entering into this Agreement
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816 No Representations by Franchisor Trainee acknowledges and agrees that prior to the
date of Tramnee s execution of this Agreement, no employee, agent or other person speaking on Franchisor s
behalf made (1) any statement or promise to Tramnee concerning projected revenues, profits or operating costs of a
La Salsa® Restaurant, (1) any statement or promuse to Tramnee regarding the amount of money Trainee may earn
In operating a La Salsa® Restaurant, (i) any statement or promuse to Tramnee concerrung, the total amount of
revenue a La Salsa® Restaurant will or may generate, or (1v) any statement or promuse to Tramee regarding the
costs Tramnee will or may incur in operating a La Salsa® Restaurant

817  Atypical Arrangements Tramee acknowledges and agrees that Franchisor may modify
the offer of 1ts franchises to other franchisees in any manner and at any tume, which offers have or may have
terms, conditions, and obligations which may differ from the terms, conditions and obligations 1n this Agreement
Tramee further acknowledges and agrees that Franchisor has made no warranty or representation that all Irtial
Traming Agreements previously 1ssued or 1ssued after this Agreement by Franchisor do or will contain terms
substantially similar to those contamned n this Agreement Franchisor may, 1n 1ts reasonable busmess judgment
and 1ts sole and absolute discretion, due to local business conditions or otherwise, waive or modify comparable
provisions of.other Irutial Traing Agreements previously executed or executed after the date of this Agreement
with other La Salsa® franchisees in a non-uruform manner

818 Anti-Terronsm Laws Tramnee the Operating Principal, Director of Operations,

Restaurant Manager and each Restricted Person and their officers, directors, members and shareholders shall

comply with and/or assist Franchisor to the fullest extent possible in Franchisor’s efforts to comply with Anti-

Terrorism Laws (as defined below) In connection with such compliance, Tramee and such ndividuals certfy,

represent, and warrant that none of the property or interests of Tramnee or such individuals 1s subject to bemng

blocked” under any of the Anti-Terrorism Laws and that Tramee and such individuals are not otherwise 1n
violation of any of the Anti-Terrorism Laws

8181 For the purposes of thus Section 818, “Anti-Terrorism Laws means
Executive Order 13224 1ssued by the President of the Unuted States, the Terrorism Sanctions Regulations (Tatle 31,
Part 595 of the US Code of Federal Regulations), the Foreign Terrorist Organizations Sanctions Regulations (Title
31, Part 597 of the US Code of Federal Regulations), the Cuban Assets Control Regulations (Title 31, Part 515 of
the US Code of Federal Regulations), the USA Patriot Act and all other present and future federal, state and local
laws, ordinances, regulations, policies, lists and any other requirements of any Governmental Authority
(including, without hmatation, the United States Department of Treasury Office of Foreign Assets Control)
addressing or in any way relating to terrorist acts and acts of war

8182 Tranee, the Operating Principal, Director of Operations, Restaurant
Manager and each Restricted Person and their officers, directors, members and shareholders, and each of them,
certify that none of 1ts employees, or anyone associated with Trainee or such individuals, are histed in the Annex
to Executive Order 13224 Trainee agrees not to hure any individual listed in the Annex The Annex 1s available at

www treas gov/offices /enforcement/ ofac/sdn/

8183 Tranee certifies that Tramnee has no knowledge or mformation that, 1if
generally known, would result in Trainee, 1ts officers, directors, members and shareholders, 1its employees, or
anyone associated with Tramnee to be listed 1n the Annex to Executive Order 13224

8184 Tramee shall be solely responsible for ascertaining what actions must be
taken by Tramnee to comply with the Anti-Terrorism Laws, and Trainee specifically acknowledges and agrees that
Tranee’s indemmfication responsibihities set forth in this Agreement pertain to Trawnee s obligations under thus
Section 8 18

8185 Any musrepresentation by Tramnee under this Section 818 or any
violation of the Anti-Terrorism Laws by Trainee, the Operating Principal, Director of Operations, Restaurant
Manager and each Restricted Person or therr officers, directors, members and shareholders, or Trainee's
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employees shall constitute grounds for immediate termination of this Agreement and any other Agreement
Tramee has entered with Franchisor, or an affibated Entity of Franchisor, i accordance with the terms of this
Agreement

819  Transfers Franchisor shall have the night to transfer or assign all or any part of 1ts nights
or obligations under this Agreement to any person or Entity Trainee shall not have the right to transfer or assign
all or any part of 1ts rights or obligations under this Agreement to any person or Entity

820  Additional Documents Each of the parties agrees to execute, acknowledge and deliver
to the other party and to procure the execution, acknowledgment and delivery to the other party of any
additional documents or instruments which either party may reasonably require to fully effectuate and carry out
the provisions of this Agreement

821  Incorporation of Recitals The recitals set forth in Recitals A through C above are true
and correct and are hereby incorporated by reference into the body of this Agreement

IN WITNESS WHEREOF, the parties have executed this Agreement on the date first shown above
FRANCHISOR

LA SALSA FRANCHISE, LLC,
A Delaware limuted liability company

By

Name -

Tatle , and Individually

TRAINEE
[ 1A corporation,
[ 1A limited hiability company,
[ 1A general partnership,
[ 1A limated partnership,
[ ]Anindividual
[ ] Other (specify)

By

Name

Title , and Individually
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LA SALSA FRANCHISE, LLC

FRANCHISE AGREEMENT
THIS FRANCHISE AGREEMENT (this Agreement ) 1s made this , (the
Effective Date ) by and between La Salsa Franchise, LLC, a Delaware lumited labihty company (“ Franchlsor’ ),on
the one hand, and . a

( Franchisee ), on the other hand, with reference to the following facts

A As a result of the expenditure of me, skill, effort and money, Franchisor has developed and owns a
unique and distinctive system (the System ) relating to the development, establishment and operation of quick
service La Salsa® ‘taquena restaurants The distinguishing characteristics of the System include without imitation,
untform and distinctive building designs, interior and exterior layout and trade dress, business methods, technical
knowledge, standards and specifications for equipment, equipment layouts, supphes and menus (including food and
beverage designations, food presentation, special recipes, trade secrets and other ‘Confidential Information’ , quality
and quantity standards, operating procedures for samutation maintenance and food and beverage storage, preparation
and service, Franchisor specified pricing and promotions and methods and techniques for inventory and cost controls,
recordkeeping and reporting, personnel management, traimng, purchasing, sales, promotion and advertising The
System and 1ts components may be changed, improved and further developed by Franchisor from time to time

B Franchisor identifies the System by means of certain names, marks, logos, insignias slogans, emblems,
symbols and designs (collectively the Marks ’) which Franchisor has designated or may in the future designate for use
with the System The Marks used to identify the System, including the principal Marks, may be modified by
Franchisor, and/or 1ts affihates, from time to ime Franchisor continues to develop, use and control the use of these
Marks in order to1dentify for the public the source of services and products marketed under the Marks and the System,
and to represent the System s high standards of quality, appearance and service

C Franchisee desires to obtain the license and franchise to operate a single Restaurant, under the Marks
and m strict accordance with the System, and the standards and specifications established by Franchisor, and
Franchisor 1s willing to grant Franchisee such license and franchise under the terms and conditions of this Agreement

NOW, THEREFORE, the parhes agree as follows

ARTICLE 1
DEFINITIONS

11 Certain Definttions and Applicable Information In this Agreement the following capitalized terms
shall have the meanings set forth below, unless the context otherwise requires

Accounting Period means each one (1) Week period designated by Franchusor
" Additional Training shall have the meaning set forth in Section 6 2 3
* Administrative/Transfer Fee ' means the fee that Franchisee must pay Franctusor as a condition precedent to
an Assignment of this Agreement in the amount set forth in Section 13 2 3(m) At Franchusor s option, this fee 1s subject

to adjustment each year during the Term by an amount equal to the change 1n the CPI as compared to the preceding
year

Advertising Fee’ shall have the meaning set forth in Section 4 3
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Affiliate when used in connection with Franchisor or Franchisee, includes each person or Entity whuch,
directly or indirectly, through one or more intermediaries, controls, 1s controlled by or i1s under common control with
Franchisor or Franchisee, as applicable Without imiting the foregoing, the term  Affiliate when used m connection
with Franchisee includes any Entity twenty percent (20%) or more of whose Equity or voting control, 1s held by
person(s) or Entihes who, jointly or severally, hold twenty percent (20%) or more of the Equity or voting control of
Franchisee For purposes of this definition, control of a person or Entity means the power, direct or indirect, to direct or
cause the direction of the management and policies of such person or Entity whether by contract or otherwise
Notwithstanding the foregoing definition, if Franchisor or its Affiliate has any ownership interest in Franchisee, the
term Affiliate shall not include or refer to Franchisor or that Affihate and no obligation or restrichon upon an

Affihate of Franchisee, shall bind Franchisor or such Affihate or their respective direct and ndirect parents or
subsidianes, or their respective officers, directors or managers

Applicable Law’ means and includes applicable common law and all applicable statutes, laws, rules,
regulations, ordinances, policies and procedures established by any Governmental Authonty, governing the operation
of the Restaurant, including all labor, immugration food and drug laws and regulations, as in effect on the Effective
Date, and as may be amended, supplemented or enacted from time to ttme

‘Area Development Agreement means an agreement between Franchisee and Franchisor under which
Franchisee, orits Affihate, has agreed to open multiple Restaurants and pursuant to which Franchusee has executed this
Agreement

Assignment shall have the meaning set forth in Section 132 1

Authonzed La Salsa® Products ' means the specific Mexican-style foods products, salsa products, tortillas,
beverages and other food 1tems and ancillary related products, which may include books, cups, coolers, hats, t-shurts
and novelty items as specified by Franchisor from time to time in the Manuals, or as otherwise directed by Franchusor
in writing, for sale at the Restaurant, prepared, sold and/or manufactured in strict accordance with Franchusor’s recipes,
standards and specifications, including specifications as to ingredients, brand names, preparation and presentation

La Salsa® Brand Product means any product now existing or developed i the future that bears any of
Franchisor s Marks

“Certified Trainer” shall have the meaning set forth in Section 132 4

Competitive Achivihies means to, own, operate, lend to, advise, be employed by, or have any financial
interest 1n (1) any Mexican style restaurant or (u) any business that engages 1n the production or sale at retail or
wholesale of any salsa, Mexican-style food product or any other featured menu item which 1s now or in the future an
Authorized La Salsa® Product, other than a La Salsa® Restaurant operated pursuant to a validly subsisting franchise
agreement with Franchisor Notwithstanding the foregoing, Competitive Activities shall not include the direct or
indirect ownership solely as an investment, of securities of any Entity whach are traded on any national securities
exchange if the owner thereof (1) 1s not a controlling person of, or a member of a group which controls, such Entity and
(1) does not, directly or indirectly, own five percent (5%) or more of any class of securities of such Entity

Computer System shali have the meaning set forth in Sechon 73 2
Confidential Information shall have the meaning set forth in Section 12 1
* Continuing Royaity shall have the mearung set forth n Sechon 4 2

* Co-Op Adverhsing Regions shall have the meanung set forth in Section 8 2
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Court shall have the meaning set forth in Section 18 2

’CP1’ means the Consumer Price Index (U S Average, All Items) maintained by the US Department of Labor
or any successor index

Cnisis Management Event’ means any event that occurs at or about the Restaurant that has or may cause
harm or mury to customers or employees such as food contamunation, food spoilage/poisorung, food
tampering/sabotage, contagious diseases, natural disasters, terronst acts shootings or any other circumstance which
may damage the System, Marks, or image or reputation of Restaurants or Franchisor or its Affihates

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

Director of Operations shall have the meaning set forth i Section 7 2 2

“Dispute” shall have the meaning set forth in Section 18 1

Effective Date shall have the meaming set forth in the first paragraph of thus Agreement
EET shall have the meaning set forth in Sechon 481

Entity”” means any hmited hiability company, Partnership, trust association, corporation or other entity which
1s not an mdividual

Equity means capital stock, membership interests, Partnershup Rights or other equity ownership interests of
an Entty

* Expiration Date means the earher of , 20__, or the expiration date of the Lease of the
Franchised Location, whichever first occurs

Express Venue’ 1s a La Salsa® facility located within a captive market site, another primary business or n
conjunction with other businesses or at inshitutional settings, including toll roads, hotels and motels, casinos, stadiums
arenas, airports, train stations, bus stations, Indian reservations, colleges and unaversities, recreational theme park,
schools, hospitals, military and other governmental facilities, office or in plant food service facilites shopping mall
food courts operated by a master concessionaire, grocery stores, supermarkets and convenience'stores and any site for
which the lessor, owner or operator thereof shall have indicated its intent to prefer or lirut the operation of 1ts food
service facilities to a master concessionaire or contract food service provider

Extension Term shall have the meaning set forth in Secion32 1
Final Acceptance shall have the meaning set forth in Section511

Force Majeure means any event that 1s reasonably unforeseeable as of the date of thuis Agreementand that
15 beyond the reasonable control, directly or indirectly, of a party, the effects of which could not reasonably be
prevented or avoided by that party with the exercise of commeraially reasonable efforts and due dihgence and which
event does not result from the party s fault or neghgence or the fault or negligence of its agents, employees or
subcontractors and which event causes that party to be delayed, in whole or in part or unable to partally or wholly
perform its obligations under this Agreement and subject to the satisfaction of the foregoing cnitera, shall nclude (a)
acts of God (such as tornadoes, earthquakes, hurncanes, floods, fire or other natural catastrophe), (b) strikes, lockouts
or other industnal disturbances, (c) war, terrornst acts, riot, or other civil disturbance, (d) unilateral governmental achon
impacting restaurants generally, and (e) epidemics, transportation shortages, inadequate supply of labor, materal or
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energy, or a party foregoing the right to acquire or use any of the foregoing in order to accommodate or comply with
the orders, requests, regulations, recommendations or instructions of any federal, state or muruapal government or any
department or agency Provided, however, that neither an act or failure to act by a Governmental Authonty, nor the
performance, non performance or exercise of rights under any agreement with Franchisee by any lender, landlord,
contractor, or other person shall be an event of Force Majeure under this Agreement, except to the extent that such act,
failure to act, performance, non-performance or exercise of rights results from an act which 1s otherwise an event of
Force Majeure For the avoidance of doubt, Franchisee s financial inabihty to perform or Franchisee s msolvency shall
not be an event of Force Majeure under this Agreement The particular ime penod to which the event of Force Majeure
applies shall be extended by an amount of time equal to the time period during which the Force Majeure shall have
existed The party claiming the extension by Force Majeure shall continue to provide the other party with updatesand
all information as may be requested by the other party, including that party s progress and diligence in responding to
and overcomung the Force Majeure

‘Franchised Location means ,and shall
have the meaning set forth in Section 5 1

“General Release ' means the form of general release prescrnibed by Franchisor of any and all known and
unknown obligations, liabilities, demands, costs, expenses, damages, claims, actions and causes of action, of whatever
nature, character or description, against Franchisor and 1ts Affiliates and their officers, directors, agents, shareholders
and employees A General Release will cover future consequences of acts, ormussions events and circumstances
predating the date of the General Release, but will not release, in advance, future acts, omussions or events which have
not occurred at the time the General Release 1s executed

Good Standing means Franchisee shall have maintained Franchisor’s Mintmum Evaluation Requirements
and shall have complied with this Agreement and the Manuals

‘Goods and Services” shall have the meaning set forth in Sechion 94 1

Governmental Authonty * means and includes all Federal, state, county, murcipal and local governmental
and quasi-governmental agencies, commussions and authorties

Gross Sales” means the total of all revenues derived from the Restaurant during each Accounting Penod
during the Term whether evidenced by cash, services, property, barter, or other means of exchange, and whether or
not Franchisor offers such services or products in its other locations, including, (a) revenues from sales of any nature or
kind whatsoever, derived by Franchisee or by any other person or Entity (including Franchisee s Affiliate(s)) from the
Restaurant (b) sales of Authorized La Salsa® Products in contravention of this Agreement at locations other than the
Restaurant, (c) the proceeds of any business interruption insurance, after the satisfachion of any applicable deductble,
(d) sales from vending devices including pay telephones, (¢) mail or telephone orders received or filled m or from the
Restaurant, (f) orders taken in or from the Restaurant although filled elsewhere, and (g) all sales or other income
derived from catering and related services provided by FRANCHISE Notwithstanding the foregoing, Gross Sales
shall exclude the amount of bona fide refunds paid to customers, the amount of any state or local sales or use tax
actually pard by Franchisee and sales of fixtures or other capital items sold by Franchisee after use thereof in the
operation of the Restaurant

“Heirs shall have the meaning set forth in Section 143 2
Information shall have the meaning set forth in Section 10 1

‘Initral Franchise Fee’ shallbe §
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Internet means collectively the mynad of computer and telecommunications faclities, ncluding equipment
and software, which comprise the interconnected worldwide network of networks that employ the TCP/IP
[Transmussion Control Protocol/Internet Protocol], or any predecessor or successor protocols to such protocol, to
communucate information of all kinds by fiber optics, wire radio or other methods of transmission

Lease shall mean any agreement, however denominated, that allows Franchisee to occupy a Franchised
Location owned by a third party, including any lease sublease, concession agreement license and simular arrangement
between Franchisee and a third party

Local Advertising Expenditure” shall have the meanung set forth in Section 8 1
Manuals means Franchusor s operations and trammg manuals, and any other wntten directive related to the
System, as the same may be amended and revised from time to ime, including all bulletins supplementsand anallary

and addihonal manuals and wrnitten directives estabhished by Franchisor as in effect and amended from ime to ime

Marketing Development Fund shall have the meaning set forth 1in Section 4 3

Marks shall have the meaning set forth in Recital A above

‘Minimum Evaluation Requirements means that Franchisee (1) must have received an Excellent’ rating
for at least five (5) of each six (6) consecutive monthly evaluations, for each and every La Salsa® Restaurant then being
operated by Franchisee, and any Affiliate of Franchisee, and (1) may not have received more than one (1) “RIA’
( Requires Immediate Attention ') ratings during the same six (6) month period for any such La Salsa® Restaurant

Non-Proprietary Products shall have the meaning set forth in Section 9 3

‘ Opening Assistance Team shall have the meaning set forth in Section 6 3 2 (a)

Operating Principal means , or such other individual hereafter designated
by Franchisee, and accepted by Franchisor (and untl subsequently disapproved by Franchisor), to serve as the
authorized representative of Franchisee, who Franchisee acknowledges and agrees shall act as Franchisee s
representative, and shall have the authonty to act on behalf of Franchisee during the Term

‘Owner’ means each of the individuals listed on Exhibat A and each future direct or indirect shareholder,
member, general or hmited partner, trustee or other equity owner of an Entity, except, that if Franchisor or any Affihate
of Franchisor has any ownership interest in Franchisee, the term * Owner shall not include or refer to Franchisor or
that Affihate or their respective direct and indirect parents and subsidiaries, and no obligation or restrichon upon the

Franchisee , or its Owners shall bind Franchisor, or said Affihate or their respective direct and indirect parents and
subsidianes or their respective officers, directors, or managers

Patriot Act shall have the meaning set forth in Section 129 1
Partnership Rights means voting power, property, profits or losses, or partnership mterests of a Partnership
Partnership means any general partnership, hmuted partnership or himited habihty partnership

Preliminary Acceptance shall have the meaning set forth in Sechon 51 1

Permits ’ means and include all apphicable franchises, hicenses, permuts, registrations, certificates and other
operating authonty required by Applicable Law
pe 8 ty req Y APP
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POS System shall have the meaning set forth in Section 7 3 1(a)

Proprietary Software shall have the mearung set forth in Section 7 3 1(b)
Purchase Option” shall have the meaning set forth in Section 13 2 3(d)

Premises means the premises owned, leased or subleased by Franchisee at which the Restaurant shall be
located mcluding any ancillary common area, campus, buildings and other structures associated with the Premises

Proprietary Products shall have the meanung set forth in Section 9 2

‘Renewal Franchise Agreement shall have the meaning set forth in Section 32 1
Renewal Notice shall have the meaning set forth in Sechon 33 1

Renewal Right shall have the meaning set forth in Section 3 2

Renewal Term shall have the meaning set forth in Section 3 2

Restaurant means the restaurant located at the Franchised Location and operated under the Marksand n
accordance with the System pursuant to a vahdly existing Franchise Agreement and specializing 1n the sale of
Authorized La Salsa® Products for on premuses and off-premises consumption

Restaurant Manager means an individual, acceptable to Franchisor, responsible for overseeing the
operation of the Restaurant

Restricted Persons means Franchisee, and each of its Owners and Affihiates, and the respective officers,
directors, managers and Affihates of each of them, and the spouse and famly members of each of the foregoing who
are mdividuals

Scheduled Completion Date shall have the meaning set forth in Sechon 63 1
Site Review Request shall have the meaning set forth m Section51 1
Supplier’ shall have the meaning set forth in Section 9 3

System’ includes without imitation, Franchisor s operating methods and business practices related toa La
Salsa® Restaurant, and the relationship between Franchisor and its franchisees, including intenor and exterior
Restaurant design, other items of trade dress, specifications for equipment, fixtures and uruforms, defined product
offerings, recipes and preparation methods, Franchisor specified pricing and promotions, restrictions on ownership,
standard operating and admirustrative procedures, management and techmical training programs, and marketing and
public relations programs all as Franchisor may modify the same from time to time

Term” shall have the meaning set forth in Section 3 1 including any extenstons thereof

“Then-Current means the form of agreement then-currently provided by Franchisor to simularly situated
prospective Baja Fresh franchisees which may contamn terms and conditions that are matenally different from this
Agreement, or if not then bemng so provided, then a form of agreement selected by Franchisor in 1ts discretion which
previously has been delivered to and executed by a Baja Fresh franchisee of Franchisor, or, as the context of this
Agreement indicates, the fees then currently charged by Franchisor or its Affihates, or Franchisor s spectfications,
standards or the hke
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Trade Secrets means proprietary and confidenhal nformation, mncluding, recipes, ingredients,
speafications, procedures, policies, concepts, systems, know how, plans, software, strategies, methods and techruques
of operating the Restaurant and producing Authorized La Salsa® Products and customer lists, including current and
prospective customer names and addresses, information about credit extensions to customers, customer service
purchasing histories, and rates charged to customer, but excluding information that 1s or becomes a part of the public
domain through pubhcation or communication by third parties not bound by any confidentiahty obhgation or that
Franchisee can show was already lawfully in Franchisee s possession before receipt from Franchisor

Traditional Restaurant means a business that exists pnmarily as a La Salsa® Restaurant, excluding any
Restaurant at an Express Venue, however, which Traditional Restaurant may also have other types of Franchisor-
approved co-branded businesses located mn 1t, but in such case the La Salsa® Restaurant 1s the primary business

‘ Week shall refer to the seven (7) day perniod ending on Monday at midrught of each calendar week, or such
other seven (7) day period hereafter specified by Franchisor

ARTICLE 2
GRANT

21 Grant Franchisor hereby awards Franchisee, and Franchisee hereby accepts, the nght, hcense and
obligation, dunng the Term, to use and display the Marks, and to use the System to continuously operate one (1)
Restaurant at, and only at, the Franchised Location upon the terms and subject to the provisions of this Agreement and
all anaillary documents to this Agreement throughout the Term of this Agreement

22 No Sublicensing Rights Franclusee shall not sublicense, sublease, subcontract or enter any
management agreement providing for, the night to operate the Restaurant or to use the System granted pursuant to this
Agreement Franchisee does not have any nght to exclude, control, or impose conditions on the location or
development of any La Salsa® Restaurant, other restaurant, store or any other method of distribution under the La
Salsa®trademark or any other trademark

23 No Terntonal Rights The license granted to Franchisee under this Agreement 1s nonexclusive,
Franchisee 1s not granted any protected or exclusive territory whatsoever There are no radius restrictions or mirumum
population requirements which hmit where Franchisor can franchise or operate another La Salsa® Restaurant
Franchisor expressly reserves all other nights including, the exclusive, unrestricted night, in its discretion, directly and
indirectly, itself and through its employees, Affiliates, representatives, franchisees, icensees, assigns, agents and others

231 Toownoroperate and to license others (which may include its Affiliates) to own or operate
(1) La Salsa® Restaurants at any locahon regardless of their proximity to the Restaurant, (u) La Salsa® Express Venues at
any location and of any type whatsoever, regardless of their proximity to the Restaurant, and () restaurants operating
under names other than La Salsa®, at any location, and of any type whatsoever, regardless of their proxumuty to the
Restaurant,

232  Toproduce, hicense, distnbute and market La Salsa® Brand Products, mcluding pre-packaged
salsa, spice mixes, snacks and other food and beverage products books, clothing, souvenirs and novelty items, through
any outlet (regardless of its proximty to the Restaurant opened under this Agreement), including grocery stores,
supermarkets and convenience stores and through any distribution channel, at wholesale or retail, including by means
of the Internet or Internet web site, mail order catalogs, direct mail adverhsing and other distnibution methods, and to
advertise and promote the System through any means including the Internet, and

233  To market on the Internet and use the Marks on the Internet, including all use of websites
domain names, URLs, directory addresses, email addresses, metatags, linking, advertising, co-branding and other
arrangements, and 1n all other forms of electronic medha
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ARTICLE 3
TERM AND RENEWAL

31 Initial Term The term of this Agreement (the Term ) shall begin on the Effective Date and shall
continue until the Expiration Date, unless sooner terminated under this Agreement Franchisee shall have no nght or
option to extend or renew the term of this Agreement except as set forth in Section 3 2

32 Renewal and Extension Right

321  Subject to the conditions contained in Section 3 4 and Franchisee’s compliance with Section
3 3, at the exprration of the Term, Franchisee shall have the right (the Renewal Right ) to enter into a new franchise
agreement in the form then generally being offered to prospective “La Salsa” franchisees (the “Renewal Franchise
Agreement ) for a ten (10) year period (the Renewal Term ), which Renewal Franchise Agreement shall hkewise
grant Franchisee the nght to enter into one additional franchise agreement in the form then generally being offered to
prospective “La Salsa” franchusees (the ‘Extension Franchise Agreement’ ) for a ten (10) year period (the Extenston
Term ) Franchusee acknowledges that the Conhinuuing Royalty and Advertising Fee payable duning the Renewal Term
and Extension Term shall be at the rates then apphcable to new franchisees

322  The term of the Renewal Franchise Agreement and Extension Franchise Agreement, as
applicable, shall commence upon the date of expiration of the Term or the Renewal Term, as applicable, provided,
however, that notwithstanding the terms of Franchisor s Then-Current form of Franchise Agreement

(a) Franchisee shall pay a renewal fee equal to $10,000, in Lieu of an Initial Franchuse Fee
upon execution of the Renewal Franchise Agreement or upon execution of the Extension Franchise Agreement, as
the case may be

(b) Unless otherwise mutually agreed in writing, the Renewal Franchise Agreement and
Extension Franchise Agreement shall be modified to conform to the renewal nights granted in Section 3 2 1, and

(¢) The Renewal Franchise Agreement shall provide that between thurty (30) months
and forty-two (42) months before the expiration of its term, either Franchisor or Franchisee may notify the other in
winting that it wishes to meet with the other to discuss Franchisee s Extension Right, and the parties shall then
schedule a meeting (the Current Status Review Meeting”) at or prior to which Franchisee shall, and shall cause
each of its Affihiates to, execute and deliver to Franchisor a General Release and at which Franchisor and Franchisee
shall review and discuss matters relating to the Restaurant, which may include such matters as Franchisee s
fmancial and operational performance, and defaults, if any, under this Agreement, the Franchisee s financial
condition and prospects, Franchisee s plans and intentions, if any, to make any Assignment, general market
conditions then existing in the areas comprsing and surrounding the Restaurant the condition of the Restaurant
and Franchisor s then existing expectations, if any, regarding any remodehng, renovation, modernization,
refurbishing or new or replacement equipment regarding the Restaurant that Franchisor may or will require as a
condition to Franchisee’s exercise of the Extension Right, and Franchusor’s recommendations for the balance of the
Term Franchisee shall provide Franchisor reasonably in advance of the Current Status Review Meeting with such
photographs, video and other information regarding the Restaurant as Franchisor may reasonably request
Franchisor shall provide Franchisee with a written summary promptly following the Current Status Review
Meeting

33 Form and Manner of Renewal and Extension The Renewal Right shall be exercised, if atall, strictly
n the following manner

331 Between eight (8) months and fourteen (14) months before the expiration of the Term or the
Renewal Term, Franchisee shall notify Franchisor in wnting (the Renewal Notice ) that it intends to exerase 1ts
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Renewal Right and no sooner than immediately after the expiration of any waiting peniod(s) by Apphcable Law and no
more than thirty (30) days after Franchisee receives Franchisor’s Disclosure Document 1f applicable, and execution
copies of the Renewal Franchise Agreement Franchisee shall execute the copies of the Renewal Franchise Agreement
or Extension Franchise Agreement, as the case may be, and return them to Franchisor

332 If Franchisee shall have exercised its Renewal Right in accordance with Section 3 3 2 and
satisfied all of the conditions contained in Sechon 3 4, Franchusor shall execute the Renewal Franchise Agreement or
Extension Franchise Agreement, as the case may be, executed by Franchisee and at or prior to the expiration of the
Term and deliver one fully executed copy thereof to Franchisee

333  If Franchisee fails to perform any of the acts, or deliver any of the notices required under
Sections 3 3 or 3 4 in a timely fashion, such failure shall be deemed an election by Franchusee not to exercise its Renewal
Right and shall automatically cause the Renewal Right to lapse and expire

34 Conditions Precedent to Renewal Franchisee s Renewal Right 1s conditioned upon Franchisee s
fulfillment of each of the following conditions precedent

341 At the time Franchisee delivers its Renewal Notice to Franchisor and at all imes thereafter
until the commencement of the Renewal Term, Franchisee shall have fully performed, in all material respects, all of its
obligations under this Agreement, the Manuals and all other agreements then 1n effect between Franchisee and
Franchusor (or its Affihates)

342  AtFranchisor's request, Franchisee shall, prior to the date of commencement of the Renewal
Term or Extension Term, as the case may be, undertake and complete at its expense, the remodeling, renovation,
modernization, and refurbishing of the Premuses, the Franchised Location and the Restaurant, which may include
installation of new or replacement equipment, to comply with Franchisor’s Then-Current speafications and standards
for new Restaurants, provided, however, that Franchisor shall not require Franchisee, as a condition to exercising the
Renewal Right, to perform major remodeling, renovation or improvement pursuant to Section 5 5 2 sooner than the
first to occur of (1) five (5) years following the completion of, or (n) six (6) years following commencement of, any
major remodeling, renovation or improvement previously required by Franchisor pursuant to said Section 55 2

343  Without hmiting the generality of Section 3 4 1, Franchisee shall not commut three (3) or more
matenal defaults of Articles 4, 7, 9, 10, 11 or 12 dunng any eighteen (18) month period during the Term of this
Agreement for which Franchisor shall have delivered notices of default whether or not such defaults were cured

344  Franchisee shall have in all maternal respects maintained its status as a “La Salsa” Franchusee
in Good Standing throughout the Term or Renewal Term, as the case may be

345  Concurrently with the execution of the Renewal Franchuse Agreement or Extension Franchuse
Agreement, as the case may be, Franchisee shall, and shall cause each of its Affilates to, execute and delwver to
Franchisor a General Release

35 Notice Required by Law 1f Apphcable Law requires that Franchisor give notice to Franchisee prior to
the expiration of the Term or Renewal Term this Agreement shall remain i effect on a week-to-week basis until
Franchisor has given the notice required by such Apphcable Law If Franchisor 1s not offering new franctuses 1sn the
process of revising, amending or renewing 1ts form of franchise agreement or offering circular, oris not lawfully able to
offer Franchisee 1ts Then-Current form of franchise agreement, at the time Franchisee delvers its Renewal Notice,
Franchisor may, n 1its discretion, either (1) offer to renew this Agreement upon the same terms set forth in this
Agreement for a renewal term determined 1n accordance with Section 3 2, or (n) offer to extend the Term or Renewal
Term, as the case may be, on a week-to week basts following the expiration of the Term or Renewal Term, as the case
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may be for as long as Franchisor deems necessary or appropriate so that 1t may lawfully offer its Then-Current form of
franchise agreement

ARTICLE 4
PAYMENTS

41 Initial Franchise Fee Upon the execution of this Agreement, Franchisee shall pay to Franchusor the
Initial Franchise Fee One paid, the Inihal Franchise Fee shall be non-refundable, in whole or in part, under any
circumstances except as set forth in Sechioni6 15

42 Continuing Royalty Franchisee shall pay to Franchisor n accordance with Section 4 4, a royalty
equal to five percent (5%) of its Gross Sales during each Accounting Period ( Continming Royalty )

43 Advertising Fee Franchisee shall pay to Franchisor, in accordance with Section 4 4, simultaneously
with 1ts Continuing Royalty payments, an Advertising Fee equal to one percent (1%) of its Gross Sales during each
Accounting Period (the Advertising Fee’) Franchisor may, upon ninety (90) days notice to Franchisee, adjust the
amount of the Adverhsing Fee not to exceed three percent (3%) of Gross Sales Franchisee shall contribute the
Advertising Fee to the Marketing Development Fund to be admunistered n the manner provided in Section 8 3 (the

Marketing Development Fund”) Pursuant to Section 8 2, Franchisor may also establish a co-op advertising fund for
Franchisee’s region The fee for co-operative advertising will be determined by each co-op advertising region, as
descnibed 1n Section 8 2 2, and will not exceed one and one-half percent (1 5%) of Franchisee s total Gross Sales

44 Manner of Payment. Franchisee shall calculate the Continuing Royalty and Advertising Fee due to
Franchisor for each Accounting Period and cause Franchisor to receive payment of all Contnuing Royalties
Advertising Fees, and all other amounts then owed to Franchisor, together with a statement of Franchisee s Gross Sales
for the Accounting Period (certified as complete and accurate by a duly authorized representative of Franchisee), no
later than five (5) calendar days after the end of the applicable Accounting Period

45 Other Payments Inaddition to all other payments provided in this Agreement, Franchusee shall pay
to Franchusor, its Affibates and designees, as applicable, promptly when due

451  Allamounts advanced by Franchisor or which Franchisor has paid, or for which Franchisor
has'become obligated to pay on behalf of Franchisee for any reason whatsoever

452  The amount of all sales taxes, use taxes, personal property taxes and simular taxes, which shall
be imposed upon Franchisee and required to be collected or paid by Franchisor (a) on account of Franchisee s Gross
Sales, or (b) on account of Continuing Royalties, Advertsing Fees or Imitial Franchise Fees collected by Franchusor from
Franchisee (but excluding ordinary mncome taxes) Franchisor, 1n its discretion may collect the taxes in the same
manner as Continuing Royalttes are collected in this Agreement and promptly pay the tax collections to the appropnate
governmental authonty, provided, however, that unless Franchisor so elects, 1t shall be Franchisee s responsibility to
pay all sales, use or other taxes now or heremnafter imposed by any Governmental Authonties on Continuing Royaltes,
Inihal Franchise Fees, or Advertising Fees

453  All amounts due for any reason, including on account of purchases of goods, supples or
services relating to the Restaurant

46 Application of Funds If Franchisee shall be delinquent in the payment of any obhgation to
Franchisor under this Agreement, or under any other agreement with Franchisor, Franchisor shall have the absolute
right to apply any payments received from Franchisee to any obhigation owed, whether under this Agreement or
otherwise, notwithstanding any contrary designation by Franchisee as to application
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47 Interest and Charges for Late Payments If Franchisee shall fail to pay to Franchisor the entire
amount of the Continuing Royalty, Advertising Fee and all other sums owed to Franchisor, its Affilates or any Co-Op
Advertising Region, promptly when due, Franchisee shall pay, in addition to all other amounts which are due but
unpatd, mnterest on the unpaid amounts, from the due date thereof, at the rate of one and one half percent (1 5%) per
month, or the highest rate allowable under apphcable law, whichever 1s less If any check, draft, electronic or
otherwise, 1s unpaid because of msufficzent funds or otherwise, then Franchisee shall pay Franchisor’s expenses arising
from such non-payment, including bank fees in the amount of at least $100 and any other related expenses incurred by
Franchisor

48 EFT and Pre-Authonzed Payments

481  AtFranchisor’s request, Franchisee at Franchisee s sole cost and expense, shall mstruct its
bank to pay the amount of its Continuing Royalty, Advertising Fee and other fees directly to Franchisor from
Franchisee s account, by electronic funds transfer or such other automatic payment mecharusm whuch Franchisor may
designate ( EFT ) and upon the terms and conditions set forth in the Manuals, and promptly upon Franchisor’s
request Franchisee shall execute or re-execute and deliver to Franchisor such pre authorized check forms and other
instruments or drafts required by Franchisor’s bank, payable aganst Franchisee s bank account toenable Franchusor to
draw Franchisee s Continuing Royalty, Advertising Fee and other sums payable under the terms of this Agreement If
Franchisor shall designate EFT then Franchisee shall, in addition to those terms and conditions set forth 1n the
Manuals, maintain a single bank account for such payments and shall maintamn such minimum balance in such account
as Franchisor may reasonably specify from time to tme Franchusee shall not alter or close such account except upon
Franchisor s prior written approval Any failure by Franchisee to implement an EFT system 1n strict accordance with
Franchisor’s instructions shall constitute a matenal default of this Agreement

482  If Franchisee 1s dehnquent more than two (2) times in any continuous twelve (12) month
period during the Term in the payment of 1ts Continuing Royalty, Advertising Fee or other fees, or of other sums due to
Franchusor or to its Affiliates ncluding on account of the purchase of goods or services, or fails to report its sales on a
timely basis, Franchusor may require Franchisee to implement a system prescribed by Franchisor which shall perrmt
Franchisor unilaterally to estimate and draw down the amounts owed by Franchisee, which system may include EFT
systems, automatic debits, use of Franchusee pre-authonzed checks, other instruments or authority or any other
arrangement Franchisor may prescribe Franchisor may base its esttmates of Advertising Contributions, Continuing
Royalties and simlar payments which are calculated based on Gross Sales, on Franchisee s histoncally reported Gross
Sales Franchisee shall promptly implement such system in strict accordance with Franchisor’s instructions and failure
to do so shall constitute a material default of this Agreement

49 Secunty Interest

491  Franchisee hereby grants Franchisor a security mterest in and to all leasehold improvements,
fixtures, furmishings and equipment, inventory, supples and vehicles located at or used i connection with the
Restaurant, now or hereafter acquired by Franchisee, together will all accounts, payment intangibles, attachments,
accessories, additions, substitutions and replacements, all cash and non-cash proceeds derived from insurance or the
disposition of such assets, all nghts of Franchusee to use the Marks, trade names, trade styles, patents, copynghts and
their registrations, trade secret information and other proprietary rights, and all ights granted, owned or hecensed to
Franchisee under this Agreement for the use of the Marks, trade names trade styles, patents, copyrights, trade secret
information and other proprietary nghts, to secure payment and performance of all debts, habiliies and obhgations of
any kind, whenever and however incurred, from Franchisee to Franchisor Franctusee hereby authonzes Franctusor to,
prepare and file all Uniform Commeraal Code financing statements and other documents necessary or desirable to
evidence, perfect and continue the prionty of this security interest under the Uruform Commercial Code wherever
applicable

\\Fs1\apps\lhsmh\PK\26035-6\1062497 doc
2016 LA SALSA FRANCHISE AGREEMENT 11



492  If Franchisee is in good standing under this Agreement and all other agreements between
Franchisee and Franchisor or its Affihates, then Franchisor shall, upon request of Franchisee, execute a wnitten
subordmnation of 1ts secunity interest to lenders and/or lessors providing equipment or other financing for the
Restaurant

493  If Franchisee 1s in default of any of the terms and conditions of this Agreement, Franchisor
may, inits discretion exercise its rights with respect to its secunty interest In such event Franchisee shall remain hable
for any deficiency remaiming due to Franchisor and shall be entitled to recover any surplus which results after the
application of the proceeds denved from the enforcement of the security interest

410 Gross-Up Fees To ensure that Franchisor recerves a full five percent (5%) of Gross Sales as a
Continuing Royalty and the full Advertising Fee to which Franchisor may be entitled, as the amount thereof may vary
from time to time, Franchisee shall pay Franchisor, upon demand, whether in arrears, in advance, in a lump sum orin
the same manner as Continuing Royalties and Advertising Fees are paid to Franchisor, the amount of all taxes paid by
Franchisor to any Governmental Authority on revenue earned or collected by Franchisor based upon Franchusee s use
of Franchisor s intellectual property or other intangibles or based upon the existence of this Agreement, within the
Governmental Authority s domain dunng each of Franchisor's fiscal years throughout the entire term of this
Agreement

ARTICLE 5
CONSTRUCTION AND COMMENCEMENT OF BUSINESS

51 Franchised Location Franchisee s Restaurant shall be located at the Franchised Location

511 IfnoFranchised Location has been inserted in the blank space provided above at the time of
execution of this Agreement, Franchisee shall promptly following the execution of this Agreement locate one or more
proposed sites which meet Franchisor’'s Then-Current standards and specifications Franchisee shall submit to
Franchusor such demographic and other information regarding the proposed site(s) and neighboring areas as
Franchisor shall requure, 1n the form prescribed by Franchisor (the Site Review Request’) Franchisor may seek such
additional information as 1t deems necessary within twenty (20) days of submission of Franchisee s Site Review
Request, and Franchisee shall respond promptly to such request for additional information If Franchisor does not
deliver written notice to Franchusee that Franchisor accepts the proposed site, within twenty (20) days of receipt of
Franchisee s Site Review Request, or within ten (10) days after receipt of such additional requested information,
whichever s later, the site shall be deemed rejected 1f Franchisor accepts the proposed site 1t shall notify Franchusee of
its prebiminanly acceptance of the site (the Preliminary Acceptance '), which Preliminary Acceptance shall be subject
to further analysis by Franchisor and successful negotiation by Franchisee of a final Lease or purchase agreement
acceptable to Franchisor, and such other conditions as Franchisor may impose Promptly following mutual execution of
this Agreement or Franchisee s receipt of Prehiminary Acceptance, if no Franchised Location has been nserted in the
blank space provided above, Franchisee shall proceed to negotiate a Lease or purchase agreement for the site and shall
submt to Franchisor a copy of the proposed Lease or purchase agreement to allow Franchusor at least fifteen (15) days
to confirm that the provisions set forth in Sechion 5 3 have been included 1n the proposed Lease and that the Landlord
and Franchisee have executed an Option to Obtain Lease Assignment in the form specified by Franchisor Promptly
following Franchisor s receipt of the proposed final lease or purchase agreement, as apphicable, which meets
Franchisor’s requirements and evidence of Franchisee s sahsfaction of all conditions set forth in the Prehminary
Acceptance, Franchisor shall notify Franchisee (the Final Acceptance ) Franchisee shall not enter into any Lease or
purchase agreement for the Franchised Location unless Franchisee has received Final Acceptance relating to the
proposed site and such Franchised Location shall be deemed to be the “Franchised Locahon as defined above
Following the acquisition of the Franchised Location, Franchisor and Franchisee shall complete and execute Exhibit B
attached to this Agreement and incorporated in this Agreement by reference to identify the Franchised Location
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512  If Franchisee desires to relocate the Restaurant, Franchisee shall give Franchisor at least sixty
(60) days prnior written notice that Franchisee desires to do so together with Franchisee s reasons for the relocation To
protect the System, the Marks, the Trade Secrets, and the goodwill associated with the same, Franchisee may not
relocate the Restaurant from the Franchised Location without Franchisor s prior wntten consent and must obtaimn
Franchusor s pnior written consent to relocate the Restaurant prior to ceasing operations at the Restaurant at the
Franchised Location If Franchisor shall consent to any relocation, Franchisee shall de-identify the former location 1n
the manner described 1n Section 15 1 1 and shall reimburse and indemnify and hold Franchisor harmless from any
direct and mndirect losses, costs and expenses, including attorney s fees, ansing out of Franchisee s failure to do
so Franchisee shall have sixty (60) days from the date Franchisee receives Franchisor s written consent to relocate the
Restaurant to submit a new location to Franchisor for approval If Franchisee fails to submit a new location to
Franchisor for approval within the sixty (60) day approval period, Franchisor shall have the night to terminate this
Franchise Agreement subject to the applicable provisions of this Agreement, provided, however, that Franchisee s
request for additional ime to find a new franchised location will not be unreasonably withheld In addition, Franchisee
shall have twelve (12) months from the date of Franchisor's approval of the new franchised location m which to secure
the new franchised location and to open and begin to operate the Restaurant at the new franchised location Once
Franchisee has identified the new Franchised Location and Franchisor has approved 1t and the proposed Lease has
been submitted to Franchisor to allow Franchisor at least fifteen (15) days to confirm that the provisions set forth in
Section 5 2 have been included in the proposed Lease and that the Landlord and Franchisee have executed an Option
to Obtain Lease Assignment in the form specified by Franchisor, Franchisor will prepare an addendum to Exhibit B to
designate the Franchised Location and will provide the addendum to Franchisee Franchisee shall pay Franchisor
Continwuing Royalty fees for the entire time period following the closure of the existing Restaurant to the operung of the
Restaurant at the new Franchised Location based upon the Continuing Royalty received for the exishing Restaurant
during the identical peniod(s) of the last preceding calendar year, or, if the Restaurant was not in operation during the
identical period of the last preceding year based upon the average Continuing Royalty during the number of months
the Restaurant was in operation If Franchisee fails to open the Restaurant at the approved new Franchised Location
within twelve (12) months of Franchisor s approval of the new location, Franchisor may termmate this Franchise
Agreement subject to the applicable provisions of this Agreement

52 Franchisor Site Selection Assistance Franchusor may voluntanly (without obligation) assist
Franchisee in obtamning an acceptable locaton Neither Franchisor's said assistance, if any, its acceptance of
Franchisee’s proposed site, nor 1ts acceptance of the proposed Lease or purchase agreement shall be construed to
ensure or guarantee the profitable or successful operation of the Franchised Location by Franchisee, and Franchisor
hereby expressly disclaims any responsibility for such profit or success Franchisee acknowledgesits sole responsibility
for finding the Franchused Location Franchisee acknowledges its sole responsibility for finding each site for the
Restaurant 1t develops pursuant to this Agreement

53 Lease or Purchase of Franchised Location

531 If the Franchised Location 1s leased or subleased, (1) the Lease shall name Franchisee’as the
sole lessee thereunder and may not be assigned or sublet without Franchisor s prior written consent, (1) Franchisor
shall have the right to review and accept or reject the Lease, a true and correct copy of which shall be delivered to
Franchisor at least twenty (20) days prior to the execution thereof, (m) Franchisee shall neither create nor purport to
create any obhgations on behalf of Franchisor, nor grant or purport to grant to the lessor thereunder any nghts agamnst
Franchisor, nor agree to any other term, condition, or covenant which 1s inconsistent with any provision of this
Agreement, (1v) Franchisee shall duly and timely perform all of the terms, conditions, covenants and obhgations
imposed upon Franchisee under the Lease, and (v) a fully executed copy of said Lease, in the form and on the terms
previously accepted by Franchisor, shall be delivered to Franchisor promptly following the execution thereof and upon
Franchisor s request The Lease shall, unless Franchisor otherwise consents in wnting
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(a) Provide that the lessor shall not change the traffic flow around the Franchised
Location or Premuses,

(b) Provide that the lessor shall not permit the erection of signs or structures which
obstruct the view of the Franchised Location or its signage

() Provide that the lessor shall maintain the common areas on a consistent basis,

(d) Provide that Franchisee shall be the only facility specializing in Mexican-style food
sales in the center (or nearby centers owned by the same lessor),

(e) Provide that the term shall be for a period which 1s not less than the Term, unless
Franchisor shall approve, in writing, a shorter term,

(f)  Provide that the Franchised Location shall be constructed and improved pursuant to
this Agreement,

(g) Grant Franchisor or its designee an option, to assume the Lease, or execute a
substitute lease on the same terms, in the event of termmation or expiration of this Agreement for any reason in
accordance with the terms and conditions of Franchisor’s standard form Option to Obtain Lease Assignment which
shall be executed by Franchisor, Franchisee and the lessor concurrently with the execution of the Lease by
Franchisee and such lessor,

(h) Provide that Franchisor or its designee shall have the night (but not the obligation) to
succeed to Franchisee s nights under the Lease if Franchisee fails to exercise any option to renew, and or extend the
term of the Lease, and shall further provide that upon Franchisee s default under the Lease or upon any alleged
default thereof by Franchisee, the lessor shall notify Franchisor in writing at least fifteen (15) days prior to its
termination or non-renewal and, in the case of a default Franchisor or its designee shall have the nght, but not the
obligation, without hability to Franchisee, to cure the default and to succeed to Franchisee’s nights under said Lease
or request that the lessor terminate the Lease and enter into a substitute Lease with Franchusor or said affiliate on the
same terms by giving written notice of such election to Franchisee and such lessor in accordance with the terms and
condittons of Franchisor's standard-form Option to Obtain Lease Assignment which shall be executed by
Franchisor, Franchisee and the lessor concurrently with the execution of the Lease by Franchisee and such lessor,

()  Provide that Franchisee shall have the unrestricted right, without lessor consent,
payment to lessor or modification of any term of the Lease, during the entire term of the lease (mcluding any
renewal terms) to assign or sublet the Franchised Location to Franchisor, 1ts designee, or any franchusee or licensee
approved by Franchisor,

() Provide that, except as permitted mn (1) above, the Lease may not be assigned,
subleased, modified or amended without Franchisor’s prior written consent and that Franchisor shall be provided
with copies of all such assignments, subleases, modifications and amendments,

(k) Not contan a non-competition covenant which purports to restrnict Franchusor, or any
franchisee or licensee of Franchusor (or its Affihates), from operating a Restaurant or any other retail establishment,
unless such covenant 1s approved by Franchisor in writing prior to the execution of the Lease,

()  Authorize and requure the lessor to disclose to Franchusor, upon Franchusor’s request,
sales and other information furrushed to the lessor by Franchisee, and

(m) Provide that upon expiration or termination thereof for any reason, Franchisee shall,
upon Franchisor's demand remove all of the Marks from the Franchised Location and Premises and modify the
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decor of the Franchised Location so that 1t no longer resembles, in whole or in part, a Restaurant and that if
Franchisee shall fail to do so, Franchisor will be given written notice and the right to enter the Franchised Location
and Premises to make such alterations, in which event Franchisee shall reimburse Franchisor for all direct and
indirect costs and expense 1t may mncur in connection therewith, including attorney s fees

532  If Franchisor or its designee elects to succeed to Franchisee s rights under the Lease, as
aforesaid, Franchisee shall assign to Franchisor or such designee all of its right title and interest in and to the Lease,
whereupon the lessor thereunder shall agree to have Franchisor or such designee as the tenant thereunder Franchisee
shall execute and deliver to Franchisor or such designee such assignment and take such further action as Franchusor or
such designee, as apphcable, 1n its sole and absolute discretion, may deem necessary or advisable to effect such
assignment, within ten (10) days after written demand by Franchusor or such designee to do so, and upon Franchusee s
failure to do so, Franchusor or such designee shall be, and hereby 15, appointed Franchisee s attorney 1n fact to do so
This power of attormney granted by Franchisee to Franchisor and such designee 1s a special power of attorney coupled
with an mterest and 1s irrevocable and shall survive the death or disability of Franchisee Any sum expended by
Franchisor or such designee to cure Franchisee s breach of the Lease shall be deemed additional sums due Franchisor
under this Agreement and Franchisee shall pay such amount to Franchisor upon demand The covenants of
Franchisee contained in this Section 5 3 shall survive the termination of this Agreement Franchusor’s acceptance of the
Lease shall not constitute Franchisor’s assurance that the terms of the Lease are favorable to Franchisee, or that the
location will be successful

533  Franchisee hereby authorzes Franchisor to commurucate with the lessor under the Lease (and
hereby authornzes such lessor to communucate with Franchisor) for any purpose, mcluding de-identification of the
Franchised Location following the termination or expiration of this Agreement, Franchisee s sales, Franchusee s defaults
under this Agreement or the Lease and negotiating a lease for the Franchised Location commencing following the
termination or expiration of Franchisee s Lease

534  If the Franchised Location 1s to be purchased by Franchusee, the contract for purchase and sale
shall be subject to Franchisor s review and acceptance, a true and correct copy of which shall be delivered to Franchusor
at least twenty (20) days prior to the execution thereof, and a true and correct copy of such executed contract shall be
furnished to Franchisor wathin twenty (20) days after execution

54 Construction

541 Following the Effective Date and before the renovation or construction of the Restaurant
operated under this Agreement or the Franchised Location, Franchisor shall provide Franchisee with copies of
Franchisor s:specifications for the design and layout of the Restaurant operated under this Agreement and required
fixtures, equipment, furrushings, decor, trade dress and signs Franchusee shall at its sole cost and expense promptly
cause the Prermuses and Restaurant operated under this Agreement to be constructed, equipped and improved in
accordance with such standards and specifications, unless Franchisor shall, in wrniting, agree to modifications thereof
Franchisee shall employ architects and general contractors of 1ts own selection, approved by Franchisor, and atits sole
cost and expense, to prepare such architectural, engineening and construction drawings and site plans, and to obtamn all
Permuts required to construct, remodel, renovate, and/or equip the Restaurant and Prermuses All such plans, and
modifications and revisions thereto shall be submitted to Franchusor for its prior review and acceptance or rejection
before Franchisee’s commencement of construction Franchisee must begin construchon withun 60 days after the
Effechve Date, unless Franchisor agrees otherwise tn writing If Franchisor shall not deliver wntten notice to Franchusee
that Franchisor accepts such design cniteria, the design criteria shall be deemed rejected

542  Franchisee must retain the services of a construchon project manager (the Project Manager' )
which Franchisor approves to oversee the construction, or to construct, the Restaurant The Project Manager may (1) act
as a project manager and oversee the design and construction process, or (u) act as Franchisee s general contractor, and
design and construct the Restaurant Franchisee 1s solely responsible for the costs charged by the Project Manager in
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the amounts agreed upon directly between Franchisee and the Project Manager After Franchusee signs a lease or
purchase contract for the Franchised Location, and prior to commencement of the construction of the Restaurant,
Franchisee must promptly submut to Franchisor, the Project Manager, the landlord (if Franchasee 1s leasing the site of
the Franchised Location) and local authortes, all requisite drawings, designs, plans and speafications for approval
and Franchisee must obtain all required permuts and cerhfications, including those that satisfy all zoning, bulding,
access, sign, fire and health requirements

543  Franchisor has the right, but not the obligation, to perform two (2) mspections of the La Salsa®
Restaurant during construchon and one (1) final mmspechon of the La Salsa® Restaurant upon completion of
construction to ensure that the La Salsa® Restaurant has been built in accordance with the drawings and speafications
approved by Franchisor Atall imes prior to Franchisee commencing the operation of the Restaurant, Franchusor shall
have the night to inspect and examine the Premuses and any fixtures, signs, furnishings and equpment to ensure
comphance with Franchisor s standards and specifications To protect the System, the Marks, the Trade Secrets, and
the goodwill associated with the same, Franchisee may not open the La Salsa® Restaurant for busmess until Franchisee
has recerved wnitten authorization to open from Franchisor, which authorization may be conditional and subject to
Franchisor’s satisfactory inspection of the Restaurant

544  Franchisee may from time to ime request additional information regarding the design and
construchion of the La Salsa® Restaurant, which, if in the possession of Franchusor, shall be provided at no expense to
Franchisee Upon request, Franchisor shall provide additional site visits, project management, design work and
equipment purchasing services to Franchisee at Franchisee s sole cost

545  Subjectonly to Force Majeure (provided that Franchisee continuously comphes with Section
5 4 6), Franchisee shall complete construction or renovation, as the case may be, of the Premuses, the Restaurant and all
improvements therein, including installabon of all fixtures, signs, equipment and furrushings as soon as possible, butin
any event within six (6) months after commencement of construction The operation of the Restaurant by Franchisee
shall commence no later than twelve (12) months following the Effective Date

546  The ime penods for the commencement and completion of construction and the installation
of fixtures, signs machinery and equipment as referred to in this Section 5 4 are of the essence of this Agreement If
Franchusee fails to perform 1its obligations contained in this Section, Franchisor may deem Franclusee s failure to so
perform 1ts obligations to constitute a matenal default of this Agreement

547 In the event of the occurrence of an event which Franchisee claims to constitute Force
Majeure, Franchisee shall provide wntten notice to Franchisor in writing withun five (5) days following commencement
of the alleged Force Majeure which notice shall include the words ‘Force Majeure’ and explicitly describe the specific
nature and extent of the Force Majeure, and how 1t has impacted Franchisee s performance under this Agreement
Franchisee shall provide Franchisor with continuous updates (no less frequently than once each week) on Franchisee’s
progress and dihgence in responding to and overcoming the Force Majeure, and shall notify Franchisor immediately
upon cessation of such Force Majeure, and provide all other information as may be requested by Franchisor If
Franchisee shall fail to notify Franchisor of any alleged Force Majeure within said five (5) days, or shall fail to provide
any such updates during the continuance of the alleged Force Majeure, Franchisee shall be deemed to have waived the
right to claim such Force Majeure

548  Franchisor s acceptance of Franchisee s plans and speafications for the Franchised Locaton,
Franchisor s guidance with the development of the Franchised Location, and Franchusor s authonzation to open the
Restaurant are to assure that Franchisee complies with Franchusor’s standards and specifications, and shall not be
construed as any express or implied representation or warranty that the Franchised Location complies with any
applicable laws, codes or regulations or that the construction is sound or free from defects Franchisor’s cntena for
acceptance or rejection do not encompass technical, architectural or engmneering considerations  Franchisor will have
no hability with respect to construction of the Franchised Location, nor shall Franchisor be responsible in any way for
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delays or losses occurring during the design, construction or other preparation of the Restaurant, whether caused by
the condition of the Franchised Location, the design, engineering, construction, equipping, decorating, or stocking of
the Restaurant, or any otherreason Franchisee expressly acknowledges and agrees that Franchusor does not, directly
or indirectly, warrant or ensure that the design, decor, appearance, fixtures layout, and/or other improvements of the
Restaurant will guarantee Franchisee s success

55 Maintaining and Remodeling of Restaurant

To protect the System, the Marks, the Trade Secrets, and the goodwill associated with the same

551  Franchisee shall operate the Restaurant in comphance with the terms of this Agreement and
the Manuals Franchisee acknowledges and agrees that Franchisee alone shall exercise day to-day control over all
operations activities and elements of the Restaurant, including over Franchisee’s employees, and that under no
arcumstance shall Franchusor do so or be deemed to do so Franchisee further acknowledges and agrees that the
various requirements, restrictions, prohubitions specifications and procedures of the System with which Franchisee
must comply under this Agreement, the Manuals or otherwise, do not drectly or indirectly constitute, suggest, nfer or
mmply that Franchusor controls any aspect or element of the day-to-day operations of the Restaurant, which Franchisee
alone controls, but only constitute standards to which Franchisee must adhere when exercising Franchisee s control
over the day-to-day operations of the Restaurant consistent with the policies of Franchisor Franchusee shall maintamn
the condihon and appearance of the Restaurantina like new” level of cosmetic appearance consistent with the image
of La Salsa® Restaurants as attractve, clean, and efficiently operated, offering high quality food products and
beverages, efficient and courteous service and pleasantambiance If at any time in Franctusor’s reasonable judgment,
the state of repair, appearance or cleanliness of Franchisee’s Premuses (including the Restaurant and the non-Restaurant
portion of Franchisee s Premuses, and parking areas) or its fixtures, equupment, furrushings, signs or utensils fail to meet
Franchisor s standards therefor, or Franchisee shall immediately upon receipt of notice from Franchusor speafying the
action to be taken by Franchisee (within the time period speafied by Franchusor), correct such deficiency, repair and
refurbish the Restaurant or Premises, and make such modifications and additions to 1ts layout, decor and general
theme, as may be required, including replacement of worn out or obsolete fixtures, equipment, furniture signs and
utensils, and repair and repainting of the interior and exterior of the Restaurant, the Premises and appurtenant parkang
areas (if any) Such maintenance shall not be deemed to constitute remodeling, as set forth below

552  Inaddition to Franchisee’s obhigations under Section 5 5 1, from time to ime during the Term,
but not more frequently than once every five (5) years or as a condition to Franchisee s exercising its Renewal Right,
Franchisor may require Franchisee at Franchisee s sole cost and expense to refurbish, remodel and improve the
Restaurant to conform Franchisee s building design, trade dress, color schemes, and presentation of Marks to
Franchisor s then current publicimage Such a remodeling may include extensive structural changes to the Restaurant
and replacement or modification of furnishings, fixtures and equipment as well as such other changes as the Franchsor
may direct, and Franchisee shall undertake such a program promptly upon notice from the Franchisor, and shall
complete any such remodeling as expeditiously as possible, but in any event within minety (90) days of commencing
same (and no later than the commencement of the Renewal Term) Franchisor may, on one or more occasions, waive
or defer for such period of time as Franchisor may deem appropnate, Franchisee s obligation to remodel the
Restaurant, if Franchisor determines m its reasonable judgment that the Restaurant 1s, on the date scheduled for
commencement of such remodel, in substantial conformuty with Franchisor’s Then-Current standard system decor
specifications, or if the proposed remodehing 1s within the last two (2) years prior to the exptration of the Term (subject
to Franchisor’s right to require remodeling, renovation or moderruzation as a condition to Franchisee s exercise of its
Renewal Right)

553  If the Restaurant 1s damaged or destroyed by fire or any other casualty, Franchisee, within
thirty (30) days thereof, shall imtiate such repairs or reconstruction, and thereafter in good faith and with due diligence
continue (until completion) such repairs or reconstruction, in order to restore the premuises of the Restaurant to 1ts
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original condition prior to such casualty, any such repair and reconstruction shall be completed as soon as reasonably
prachicable but n any event within six (6) months following the event causing the damage or destruchon If m
Franchisor s reasonable judgment, the damage or destruction 1s of such a nature or to such extent that 1t 1s feasible for
Franchisee to repair or reconstruct the Franchised Location and the Restaurant operated under this Agreement in
conformance with the then standard LA SALSA® decor specifications, Franchusor may require that Franchisee repair or
reconstruct the Premuses and Restaurant operated under this Agreement i conformance with the then standard
System decor specifications

ARTICLE 6
TRAINING

61 Imital Training Program

611  Franchisor shall provide an Inihal Training Program in the System and methods of operation
(the Initial Traiming Program )at Franchisor’s traiming facibties in Franchisor’s corporate office currently located m
Southern Cabfornia or Restaurants designated by Franchisor, for up to two (2) supervisonal or managerial personnel of
Franchisee selected by Franchisee who shall be the Operating Principal, Director of Operations, and/or Restaurant
Manager of the Restaurant to be developed under this Agreement Portions of the Inihal Training Program may be
held at the Franchised Location Franchisee shall attend and complete to Franchisor s satisfaction the Imitial Training
Program If the Restaurant shall be the first La Salsa® Restaurant to be operated by Franchisee, Franchsor shall provide
such traiming, instructors, a traming manual, and other matenals for up to two (2) supervisorial or manageral
personnel of Franchisee selected by Franchisee for an Imtal Training Fee of $10,000 in accordance with the terms of
Franchisor’s current Inthial Tramming Agreement ( Imitial Training Agreement ) If Franchisee 1s an Entity, Franchusor
may requure the Restaurant Manager to be an Owner, officer or other designated representative selected by Franchisee
and acceptable to, and approved by Franchisor The Initial Training Program shall consist of approximately six (6)
weeks to eight (8) weeks of training prior to the opening of the Restaurant to be developed and operated under this
Agreement and must be completed before that Restaurant opens to the public Franchisee shall pay all travel living,
compensation, and other expenses, if any, incurred by Franchisee and/or Franchisee s supervisorial and manageral
employees who attend traimng programs Franchisee may not open its Restaurant until such tramning shall have been
completed to the satisfachon of Franchisor and Franchisee s management team has been certified by Franchisor

612  Franchisor shall determune the contents and manner of conducting the Imtial Tramng
Program 1n 1ts discretion, however, the training course will be structured to provide practical traiming m the
implementation and operation of a Restaurant and may include such topics as on-site food preparation, portion control,
preparation and cooking procedures, packaging procedures, La Salsa® standards, marketing and customer service
techniques, reports and equipment maintenance

613  The Inihal Training Program shall not be provided if (1) Franchisee or any Affihate of
Franchisee or an owner of either, owns or operates a Restaurant as of the Effective Date, or (1) this Agreement 1s
executed as a Renewal Franchise Agreement

614  Franchisee acknowledges that because of Franchisor’s supernor skill and knowledge with
respect to the tramning and skill required to manage the Restaurant, 1ts judgment as to whether or not Franchisee or
Franchisee s supervisonal or managerial personnel have satisfactorily completed such traming shall be determined by
Franchusor in Franchisor s judgment

615 If Franchisee (1) fails to complete the Initial Traiung Program within six (6) months after the
parties execution of the Initial Training Agreement, (11) does not complete the Initial Traiung Program to Franchsor s
satisfaction, (11) does not, during the Inihal Training Program, appear to possess the skills necessary to properly fulfill
and discharge the demands and responsibiliies required by the System or this Agreement, or (1v) 1s not acceptable to
become a franchisee of Franchisor for any reason whatsoever, in Franchisor s sole and absolute discretion, this
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Agreement shall automatically terminate and be of no further force or effect Under these circumstances, Franchisor
shall retain a portion of the Initial Franchise Fee as set forth in Franchisor’s Disclosure Document and refund the
balance to Franchisee within thirty (30) days Franchisor and Franchisee acknowledge and agree that the actual
damages to be suffered by Franchisor in the circumstances described in ths Section 6 1 5 are difficult, if not impossible
to determine and that, under all the facts and circumstances, this calculation of Franchusor’s potenhal damages and the
portion of the Inihal Franchise Fee retamed by Franchusor 1s a reasonable, good-faith estimate of such damages

616 Paymentby Franchisor and acceptance by Franchisee of a refund of any portion of the Iratial
Franchise Fee as set forth in Section 6 1 5 above shall constitute a release of any and all claims which each may have
agamnst the other (including the respective partners, shareholders, directors agents, oremployees thereof) ansing out of
or mn connection with the Inihal Tramung Program and Franchisee s efforts to purchase a license to operate a
Restaurant As a condition to the payment of any refund, Franchisee, the Operating Principal Director of Operations,
Restaurant Manager and each Restricted Person shall execute a mutual general release, in a form prescribed by
Franchusor, of any and all claims which such parties may have or beheve to have against Franchusor and/or its affiliated
Entities and their respective officers, directors, agents and employees, whether the claims are known or unknown,
which are based on, arise from or relate to this Agreement, the Inuhal Training Program, the Initial Franchise Fee and
Franchisor’s decision to not permit Franchisee to purchase a license to operate a Restaurant which arose on or before
the date of the mutual general release, including, without hmitation, all obligatons habihiies, demands, costs,
expenses, damages, claims, actions and causes of action, of whatever nature, character or description, arising under
federal, state and local laws, rules and ordinances

62 Additional Training

621  All newly hired and replacement supervisorial or manageral personnel of Franchisee,
including the Operating Principal(s), Director(s) of Operations, and Restaurant Manager(s), of the Restaurant shall be
subject to Franchisor s reasonable approval and shall successfully complete, to Franchisor s satisfaction, the Initial
Traming Program conducted by Franchisor Notwithstanding the first sentence of this Section, the Restaurant
Managers of Franchisee shall have a skill level, training and experience commensurate with the demands of the
position, and 1n keeping with Franchisor s hugh standards for quahty products, courteous service, and cleanliness of
operations A fully tramned Restaurant Manager or assistant manager shall, to Franchisor’s satisfaction, tramn each of
Franchisee s regular employees prior to the first opening of the La Salsa® Restaurant to the public and at all times
thereafter during the Term At all tmes during the Term, Franchisee shall employ an adequate staff of employees
working at the Restaurant who shall have been fully and adequately trained by Franchisee or by Franchisee s
supervisorial or managernial personnel, in Franchisor’s judgment

622  Franchisee shall pay Franchisor s then current, reasonable charges (as set forth in the
Manuals) for any such training performed by Franchisor at Franchisee s request, or which 1s otherwise required under
this Agreement and not covered by Section 611

623  Franchisor may, from time to time, (1) require Franchisee, its Operating Principal, Director of
Operations, and all supervisonal or managenal personnel, or any of them, to attend additional training courses or
programs ( Additional Training’) duning the Term, or (1) make available to Franchisee, its Operating Principal,
Director of Operations and each Restaurant Manager, or any of them, optional Additional Training during the Term
Addrtonal Training may be held on a national or regional basis at locations selected by Franchusor to mstruct
Franchisee with regard to new procedures or programs which Franchisor deems, in 1ts judgment, to be of material
importance to the operation of the Restaurant Such Additional Training may relate, by way of illustration, to product
production techniques, new recipes marketing, bookkeeping, accounting and general operating procedures, and the
establishment, development and improvement of computer systems Franchisor may estabhsh charges apphcable to all
franchisees symilarly situated for such optional traming courses  The time and place of such traning courses shall be at
Franchisor’s discretion  In addition to any charge Franchisor may establish, Franchisee shall pay all transportation
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costs, food, lodging and simular costs incurred 1n connection with attendance at such courses Franchusor shall pay no
compensation for any services performed by trainee(s) in connection with the Additional Training

624  Franchusee, its Operatng Principal, Director of Operations, and all supervisonal and
manageral personnel, shall successfully complete the ServSafe® Food Safety Certification Program, or show evidence
of prior ServSafe certification Franchisor may, in its sole discretion, replace the ServSafe® Food Safety Certification
Program with another food safety certification program, if deemed appropriate Franchisee shall be responsible for all
fees and materal costs associated with a certification program

63 Opening Assistance

631  Franchisee shall notfy Franchisor of the scheduled date on which all construction or
remodeling of the Restaurant shall have been completed in accordance with Franchisor s speafications and all Perrmuts
necessary to open to the public shall have been obtamned and Franchisee has fully prepared the Restaurant for turn-
over to pre-opening tratung in accordance with Franchisor s policies and specifications (the Scheduled Completion
Date ) no later than thurty (30) days prior to the Scheduled Completion Date

632 (a) If nerther Franchisee nor any of its Affihates own or operate a Restaurant as of the
Effective Date, Franchisor shall furrush, at no cost to Franchisee, an opening assistance team experienced in the System
(the Opening Assistance Team ) to assist Franchisee i accordance with the following

(1) If the Restaurant operated under this Agreement 1s the first Restaurant
owned or operated by Franchisee or its Affihates, then Franchisor shall provide an Opening Assistance Term of two (2)
persons to assist Franchisee for one (1) week before Franchisee opens the Restaurant and one (1) week after Franchisee
opens the Restaurant

(1) The Operung Assistance Team shall serve only as consultants to Franchusee
and shall in no way be responsible (personally or on behalf of Franchisor) for the operation of the Restaurant or the
actions of Franchisee s officers, agents or employees during this ime Each member of the Opening Assistance Team
shall receive one (1) day off for each seven (7) day period that Franchisor 1s requred provide the opening assistance

under Section 6 3 2(a)

(b) If this Agreement pertains to the second or subsequent Restaurant that Franchusee or
any of its Affihates owns or operates, then Franchisor shall not be obligated to provide the operung assistance

descnbed 1n Section 6 3 2(a)

633  If Franchisor provides any operational assistance in excess of the foregoing, Franchisee shall
pay a compensation rate specified by Franchisor and out-of-pocket expenses including transportation, lodging, and
food, of any agent or employee of Franchisor who works at the Restaurant and performs services that would otherwise
be performed by an employee of Franctusee

64 Other Assistance

641 Franchisee shall have the right, at no additional charge, to inquire of Franchisor’s
headquarters staff, its field representatives and training staff with respect to problems relating to the operation of the
Restaurant, by telephone, electronic mail facsimile, or other means of correspondence, and Franchisor shall use its best
efforts to dihgently respond to such inquines, in order to assist Franchisee in the operation of the Restaurant. However,
Franchisee acknowledges and agrees that Franchisee alone shall exercise day-to-day control over all operations,
activihes and elements of the Restaurant, including over Franchisee s employees, and that under no circumstance shall
Franchisor do so or be deemed to do so Franchisee further acknowledges and agrees that the various requirements,
restrictions, prohibitions, specifications and procedures of the System with which Franchisee must comply under thus
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Agreement, the Manuals or otherwise, do not directly or indirectly constitute, suggest, infer or imply that Franchisor
controls any aspect or element of the day-to-day operations of the Restaurant, which Franchisee alone controls, but
only constitute standards to which Franchisee must adhere when exerasing Franchisee s control over the day to-day
operations of the Restaurant consistent with the pohicies of Franchisor Franchusee alone shall establish all requirements,
consistent with the policies of Franchisor, regarding (1) employment pohces, hiring, firing, training, wage and hour
requirements, record keeping, supervision, and discipline of employees, (1) the individuals to whom Franchisee will
offer and sellits products and services, and (in) the supphers from whom Franchisee obtains any products or services
used 1n or at the Restaurant for which Franchisor has not established approved Suppliers At no time shall reasonable
assistance be interpreted to require Franchisor to pay any money to Franchisee or to defer Franchisee s obligation to
pay any sums to Franchisor

642 At Franchisee s request, Franchisor may, but shall not be obhigated to (a) cause its field
representatives to visit the Restaurant to advise, consult with or train Franchisee or Franchisee’s supervisonal or
managenial personnel, or to observe the Restaurant, its operation and performance and comphance by Franchusee with
the Manuals, or (b) permut Franchisee or certain of Franchisee s supervisorial or managenal personnel to provide
assistance, consultation, or additional tramning at a Restaurant selected by Franchisor If Franchisor provides such
additional assistance, consultation or traimng to Franchisee or to Franchisee s supervisonal or managerial personnel,
then such assistance, consultation or training will be subject to Franchisor’s capacity, scheduling, and discretion, but
Franchisor shall not obhgated to provide that assistance, consultation or traiung, and (x) Franchuisee shall pay all travel,
living, compensation, and other expenses, if any, incurred by Franchisee and/or Franchisee’s supervisonal or
managerial personnel in connection with such additional assistance, consultation, or training, (y) Franchisor shall not
pay any compensation to Franchisee or Franchisee’s supervisonal or manageral personnel for providing services at
Franchisor’s or another Franchisee s Restaurant in connection with the assistance, consultation or training, and (z)
Franchisee shall pay such traiming charges as may be then in effect, and shall rermburse Franchusor for all
transportation costs, food, lodging and simular costs incurred by Franchisor and Franchisor s personnel in connection
with such tramning

643  Inthe event of any sale transfer, or Assignment, the transferee/assignee must be tramned by
Franchisor as a condition of Franchisor s consent to such transfer All tuttion costs for such trairung shall be included n
the Administrative/Transfer Fee payable by Franchisee in accordance with Section 13 2 3(m) The Restaurantshall not
be transferred, opened, or re-opened by the transferee until Franchisor accepts the transferee in writing as being
certified to operate the Restaurant and Franchisor has otherwise consented to the transfer in accordance with thus
Agreement

65 Remedial Traiming If Franchisor determunes it to be necessary, Franchisor may provide Franchisee
and Franchisee s supervisonal or managenal personnel with remedial trairung or assistance subject to the availabihty of
Franchisor s personnel Franchisee shall pay Franchisor any fee which may be charged by Franchusor to Franchusee and
other franchisees to defray the direct costs of providing this remedial training In additon, Franchusee shall be
responsible for any and all other expenses incurred in connection with sending Franchisee’s supervisorial or
manageral personnel to such remedial tramming including, without hmutation, the costs of transportation, lodging,
meals, training materials and any wages Franchisor shall in Franchisor s sole discretion, select the time and location of
all remedial tratning

ARTICLE 7
MANUALS AND STANDARDS OF OPERATOR
QUALITY, CLEANLINESS AND SERVICE

71 Good Standing Franchisee shall at all times mamntain its status as a La Salsa® Franchisee in Good

Standing
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72 Operating Prinaipal, Director of Operations, Supervisonal and Managenal Employees

721  The Operating Principal shall be principally responsible for commurucating and coordmating
with Franchusor regarding business, operational and other ongomng matters concerning this Agreement and the
Restaurant The Operating Principal shall have the full authority to act on behalf of Franchusee in regard to performing,
admunustering or amending this Agreement Franchisor may, but is not requured to, deal exclusively with the Operating
Principal in such regards unless and until Franchisor’s actual receipt of wrntten notice from Franchisee of the
appointment of a successor Operating Principal, who shall have been accepted by Franchisor

722 At all imes throughout the Term, Franchisee shall employ and retan, an individual (the
Director of Operations ) who shall be vested with the authonty and responsibility for the day-to-day operations of
the Restaurant and all other Restaurants owned or operated, directly or indirectly, by Franchisee orits Affihates within
a geographic area specified by Franchisor The Director of Operations shall, during the entire period he or she serves as
such meet the following qualifications (a) shall devote full tme and best efforts solely to operation of all Restaurants
owned or operated, directly or indirectly, by Franchisee or its Affiliates in such geographic area and to no other
business activities, (b) meet Franchisor s educational, experience, financial and other reasonable criteria for such
posttion, as set forth in the Manuals or otherwise in wnting by Franchisor, and (c) be an individual acceptable to
Franchisor The Director of Operations, may (but need not) be an Owner, and with the prior written consent of
Franchisor, may be the same individual as the Operating Principal The Director of Operations shall be responsible for
all actions necessary to ensure that all Restaurants owned or operated, directly or indirectly, by Franchisee in such
geographic area are operated in comphance with this Agreement and the Manuals If, during the Term the Director of
Operations 1s not able to continue to serve in such capacity or no longer qualifies to act as such in accordance with this
Section (including Franchisor s subsequent disapproval of such person), Franclusee shall promptly notify Franchisor
and designate a replacement within thirty (30) days after the Director of Operations ceases to serve, such replacement
being subject to Franchisor s approval

723  Franchisee shall notify Franchisor in wnting at least ten (10) days prior to employing the
Director of Operations setting forth in reasonable detail all information reasonably requested by Franchisor
Franchisor s acceptance of the Operating Principal and Director of Operations, shall not constitute Franchisor s
endorsement of such individual or a guarantee by Franchisor that such individual will perform adequately for
Franchusee or its Affiliates, nor shall Franchisor be estopped from subsequently disapproving or otherwise challenging
such person s qualifications or performance

724  Franchisee shall ensure that the operation of the La Salsa® Restaurant s at all tmes under the
direct control of a Restaurant Manager or assistant manager fully trained by Franchisor in accordance with Sechons 6 1
or 62 Each Restaurant Manager and assistant manager shall be solely dedicated to operation of the La Salsa ®
Restaurant to which the person 1s assigned

73 POS System, Computer

731 POS System

(a) Franchisee shall purchase, use and maintain the computerized Point of Sale cash collechon
system (including all related hardware and software) as specified i the Manuals or otherwise by Franctusor in wniting
for use in connection with the Restaurant (the POS System ) The POS System must be connected to the Internet
through a dedicated broadband Internet connection (DSL, Cable, Satellite, T1, etc ) with a mirumum of one static IP
address (or other communications medium specified by Franchisor) at all ttmes and be capable of accessing the
Internet via an Internet Service Provider ( ISP ) (such as AT&T, Verizon, Cox, etc ) for the purpose of implementing
software, transmithng and receiving data, accessing the Internet for ordering and maintaiming the POS System
Franchisee must have and maintain a broadband firewall router to protect from hackers The POS System shall be
electronically hinked to Franchisor or its designated Affihate, and Franchisee shall allow Franchusor and/or 1its
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designated Affiliate, to poll the POS System on a daily or other basis at such times and 1n such manner as established
by Franchisor or its designated Affiliate, wath or without notice, and to retrieve such transaction information including
sales, sales muix, usage and other operations data as Franchisor and/or 1ts designated Affiliate deems appropriate

Within a reasonable time upon Franchisor’s request, Franchusee shall apply for and mamntain debit cards, credit cards or
other non-cash systems existing or developed 1n the future to enable customers to purchase Authorized La Salsa®
Products via such procedure, as specified by Franchisor, which systems must comply with current Payment Card
Industry Date Security Standard ( PCI-DSS ) Franchisor may require Franchisee to update, upgrade or replace the
POS System, including hardware and/or software, from time to ime upon written notice, and withun thirty (30) days of
Franchisee s recerpt of such notice from Franchisor Provided Franchisee s POS System 1s comphant with current PCI-
DSS, Franchisee shall not be required to replace the POS System any more frequently than once every three (3) years

The POS System must include the required technology to permut Franchisee to (1) have broadband Internet connection
(DSL, Cable, Satellite, T1, etc ) with a minimum of one (1) static IP address at the Restaurant, and (u) be able to accept
and process La Salsa gift cards sold in retail stores and other Restaurant locations

(b) If Franchisor shall designate certain computer software used in the operation of the POS
System and/or Computer System which 1s owned or licensed by Franchisor ( Propnetary Software ’), Franchisee shall
at Franchisor’s request license or sublicense such software from Franchisor or its designee and enter into a software
(sub)license agreement on Franchisor s or such designee s Then-Current form From time to time, Franchisee shall
purchase any upgrades, enhancements or replacements to the Proprietary Software Franchisor shall provide to
Franchisee, for a reasonable fee, such support services relating to the Proprietary Software as Franchisor deems
advisable Franchisee must incorporate any required modifications or additions to the POS System or Propnetary
Software as required by Franchisor pursuant to this Sechion 7 3 1 withun tharty (30) days after recerving written notice
from Franchisor, unless a longer time period 1s stated in the notice

(c) Within a reasonable ime upon Franchusor s request, Franchisee shall apply for, implement,
and maintain smart cards ’ or other similar customer loyalty system existing or developed 1n the future to enable,
among other things, Franchisor and Franchisee to track customer purchases and reward such customers for their
purchases

732 Computer Upon not less than sixty (60) days prior wntten notice from Franchisor,
Franchusee shall purchase, use and maintain a personal computer system as speafied in the Manuals or otherwise by
Franchisor in wniting for use in connection with the Restaurant (the Computer System ) Franchisor shall designate
certain computer software used in the operation of Restaurant Franchisor requires Franchisee to mamntain an e-mail
account and a dedicated broadband Internet connection (DSL, Cable, Satellite, T1, etc ) at all imes and be capable of
accessing the internet via an ISP (such as AT&T, Venizon, Cox, etc) Franchisee shall obtan all software and hardware,
including digntal still and video cameras, as Franchisor may specfy to enable Franchisee to send and receive e-mail and
digital photos and strearmung video or other multimedia signals and mformation to and from the Franctused Location,
and Franchisee shall from time to time, upon Franchisor’s request transmit digital photos and real ime video and
audo signals of the Franchised Location to and n the form and manner prescribed by, Franchisor Franchisee shall
purchase any upgrades, enhancements or replacements to the Computer System and/or hardware and software as
Franchisor may from time to ime require Upon request, Franchisee shall permut Franchisor to access the Computer
System and the files stored therein via any means speafied, including electronic polling communications We may
require you to apply for and maintain debit cards, credit cards or other non-cash systems currently existing or to be
developed 1n the future to enable your customers to purchase products using these procedures

74 Manuals Franchisee shall participate in the System and operate the Restaurant in strict compliance
with the standard procedures, policies, rules and regulations established by Franchisor and mncorporated n
Franchisor's Manual(s)
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741  The subject matter of the Manuals may include, without hmutation, matters such as forms,
information relating to product and menu specifications, purchase orders, general operations, labor management,
Gross Sales reports, training and accounting samtation, design specifications and unuforms, display of signs and
notices, authorized and required equipment and fixtures, including specifications therefor, Mark usage, insurance
requirements, lease requirements, ownership requirements, decor, standards for management and personnel, hours of
operation, yellow page and local advertising formats, standards of maintenance and appearance of the Restaurant
procedures upon the occurrence of a Crisis Management Event, and required posting of notices to customers as to how
to contact Franchisor to submut complaints, and such other matters and policies as Franchisor may reasonably elect to
include which relate to the System or the franchise relationship under the System In the event of the occurrence of a
Cnisis Management Event, Franchisor may also establish emergency procedures pursuant to which Franchisor may
require Franchisee to, among other things temporanly close the Restaurant to the publc, in which event Franchisor
shall not be hable to Franchisee for any losses or costs, including consequential damages or loss profits occasioned
thereby In the event of any dispute as to the contents of the Manuals, the terms and contents of the master copy
maintained by Franchisor shall be controling

742  Franchisor shall have the right to modify the Manuals at any time and from time to time,
provided, that no such modification shall alter Franchisee s fundamental status and nghts under this Agreement
Modifications in the Manuals shall become effective upon delivery of written notice thereof to Franchisee unless a
longer pertod 1s specified in such wntten notice The Manuals, as modified from time to time, shall be an integral part
of this Agreement and reference made in this Agreement, or in any amendments, exhibits or schedules to this
Agreement, to the Manuals shall be deemed to mean the Manuals kept current by amendments from time to time

743  Upon the execution of this Agreement, Franchisor shall furrush to Franchisee one copy of the
Manuals, unless Franchisee purchased the Restaurant from an existing franchisee or Franchusee has entered into this
Agreement as a Renewal Franchise Agreement The Manuals and all amendments to the Manuals (and copies thereof)
are copyrighted and remain Franchisor’s property They are loaned to Franchisee for the term of this Agreement, and
must be returned to Franchisor immediately upon this Agreement s termination orexpiraton The Manuals are hughly
confidential documents which contain certain Trade Secrets of Franchisor Franchisee shall not make, or cause or allow
to be made, any copies, reproductions or excerpts of all or any portion of the Manuals without Franchisor’s express
prnor wrtten consent  Upon the expiration or termination of this Agreement for any reason whatsoever, Franchisee
shall iImmedaately return the Manuals to Franchisor

75 Hours Subject to Applhcable Law or subsequent wrtten agreement between Franchisor and
Franchisee to the contrary, Franchisor and Franchisee agree that Restaurant shall be open and operational at least ten
(10) hours per day, seven (7) days per week or as otherwise prescribed by Franchisor Franchisee shall diligently and
efficiently exercise 1ts best efforts to achieve the maximum Gross Sales possible from 1ts Franchised Location, and shall
remain open for longer hours if additional opening hours are reasonably required to maxumize operations and sales

76 Product Line and Service To protect the System, the Marks, the Trade Secrets, and the goodwill
associated with the same Franchisee shall advertise sell and serve all and only Authorized La Salsa® Products at or
from the Restaurant All Authorized La Salsa ® Products shall be sold and distnibuted under the specific name
designated by Franchisor and shall be prepared and served strictly in accordance with Franchisor s recipes and
specifications  Franchisee shall not remove any Authonzed La Salsa® Product from Franchisee s menu without
Franchisor s express written approval Except as specaifically authonzed by Franchisor, Franchisee shall not sell any
Authorized La Salsa® Products outside of the La Salsa® Restaurant or to any customer for the purpose of resale by the
customer, and all sales by Franchusee shall be for retail consumption only Subject to Applicable Law, Franchisor shall
have the night to establish pricing guidelines for La Salsa® products and services and Franchusee shall comply with, and
be bound by, any prices which may be recommended, suggested or advertised by Franchisor
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77 Containers, Fixtures and Other Goods To protect the System, the Marks, the Trade Secrets, and the
goodwill associated with the same, all food and drink items served from the Restaurant shall be served in packaging
and containers bearing accurate reproductions of Franchisor's Marks as may be required by Franchisor All contamers,
napkins, bags, cups, matches, menus and other packaging and like articles used in connection with Restaurant shall
conform to Franchisor s speafications, shall be imprinted with Franchisor s Marks, if and as specified by Franchisor,
and shall be purchased by Franchisee from a distnbutor or manufacturer approved mn wnting by Franchisor, as
provided in Article 9, which approval will not be unreasonably withheld No item of merchandise, furnishings, mterior
and extenor decor items, supplies, fixtures, equipment or utensils shall be used in or upon any Restaurant unless the
same shall have been first submitted to and approved in writing by Franchisor

78 Menus

781 The approved and authorized menu and menu format(s) may mnclude, in Franchisor s
discretion, requirements concerming orgamzation, graphacs, product descriptions, 1llustrations, and any other matters
related to the menu, whether or not similar to those hsted In Franchisor s discretion, the menu and/or menu format(s)
may vary depending upon region market size and other factors Franchisor may change the menu and/or menu
format(s) from ime to time or region to region or authorize tests from region to region or authorize non-uruform
regtons or Restaurants within regions

782  Franchisee shall, upon receipt of notice from Franchusor, add, delete or update any Authorized
La Salsa® Products to its menu according to the instructions contained in the notice Franchisee shail have a munimum
of thirty (30) days and not more than sixty (60) days after receipt of wnitten notice in which to fully implement any
such change Franchisee shall cease selling any previously approved product within thirty (30) days after receipt of
notice that the product 1s no longer approved

783  All food products sold by Franchusee shall be of the highest quahty, and the ingredients,
composition specifications and preparation of such food products shall comply with the mstructions and recipes and
other requirements commurucated by Franchisor or contained in Franchisor’'s Manuals from time to time

79 Complhiance with Applicable Law Franchisee shall operate the Restaurant as a clean, orderly, legal
and respectable place of business in accordance with Franchisor s business standards and merchandising pohces, and
shall comply with all Applicable Laws Franchisee shall not cause or allow any part of its Franchised Location or
Premuses to be used for any immoral or illegal purpose Franchisee shall in all dealings with its customers, supplers,
and public officials adhere to high standards of honesty, integnty, fair dealing and ethical conduct and refrain from
engaging in any action which will cause Franchisor to be in violation of any Apphcable Law If Franchisee shall receive
any notice, report, fine, test results or the like from the applicable state or local department of health (or other similar
Governmental Authonty), Franchisee shall promptly send a copy of the same to Franchisor

710 Notification of Legal Proceedings, and Crisis Management Events

7101 Franchisee shall notfy Franchisor in wnting within ten (10) days after Franchisee receives
actual notice of the commencement of any investigation, action, suit, or other proceeding, or the 1ssuance of any order,
writ, iInjunction, award, or other decree of any court, agency, or other Governmental Authonty that pertains to the La
Salsa® Restaurant or that may adversely affect Franchisee s operation of the La Salsa® Restaurant or abihty to meetits
obhgations under this Agreement

7102 Upon the occurrence of a Crisis Management Event, Franchisee shall immediately inform
Franchisor s President (or as otherwise instructed in the Manuals) by telephone Franchisee shall cooperate fully with
Franchisor with respect to Franchisor s response to the Crisis Management Event
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711 Signs Franchisee shall maintain approved signs and/or awnings at, on or near the front of the
Premuses, identifying the Franchised Location as a La Salsa® Restaurant, which shall conform 1n all respects to
Franchisor’s specifications and requirements and the layout and design plan approved for the Franchised Location,
subject only to restrichions imposed by Applicable Law On receipt of notice by Franchusor of a requrement to alter any
existing sign on 1its premuses, Franchisee will at its cost make the required changes withun sixty (60) days, subject to the
approval of the lessor if required by Franchisee s Lease

712 Uniforms and Employee Appearance Franchisee shall cause all employees, while working in the
Restaurant to (1) wear uruforms of such color, design, and other specifications as Franchisor may designate from time
to time and (u) present a neat and clean appearance If Franchisor removes the type of uniform uthized by Franchisee
from the hst of approved uniforms, Franchisee shall have runety (90) days from receipt of written notice of such
removal to discontinue use of its existing inventory of unuforms and implement the approved type of uniform Unless
Franchuisor otherwise consents in wnting, Franchisee s employees working in the La Salsa® Restaurant shall be
dedicated solely to the La Salsa® Restaurant and shall not work at any other business owned or operated by Franchisee

In no case shall any employee of Franchisee wear hus or her La Salsa® uniform while workang for Franchisee at any
location other than the La Salsa® Restaurant

713  Vending or Other Machines Except with Franchisor’s written approval, Franchusee shall not cause or
permut vending, gaming machines, pay telephones, automatic teller machines, Internet kiosks or any other mecharucal
or electrical device to be installed or maintamed at the Franchused Location

714  Co-Branding Franchisee may not engage in any co-branding in or in connection with the Restaurant
except with Franchisor s prior written consent Franchisor shall not be required to approve any co-branding chain or
arrangement except i its discretion, and only if Franchisor has recognized that co-branding chain as an approved co-
brand for operation within La Salsa® Restaurants  Co-branding includes the operation of an independent business,
product line or operating system owned or licensed by another entity (not Franchisor) that 1s featured or incorporated
within Franchisee’s Premuses or 1s adjacent to Franchisee s Premises and operated in a manner which 1s hkely to cause
the public to perceive 1t to be related to the Restaurant licensed and franchised under this Agreement An example
would be an independent ice cream store or counter installed within Franchisee s Premises

715 Intranet

7151 Franchisormay atits option, establish and mamntain an Intranet through whach franchusees of
Franchisor may communucate with each other, and through which Franchisor and Franchisee may commurucate with
each other and through which Franchisor may disseminate the Manuals, updates thereto and other confidental
information Franchisor shall have discrehon and control over all aspects of the Intranet, including the content and
functionality thereof Franchisor will have no obligation to maintain the Intranet indefinutely, and may dismantle it at
any time without hability to Franchusee

7152 1If Franchisor establishes an Intranet, Franchisee shall have the mere privilege to use the
Intranet, subject to Franchisee s strict comphance with the standards and speafications, protocols and restnctions that
Franchisor may estabhish from time to ime Such standards and specifications, protocols and restrichons may relate to,
among other things, (a) the use of abusive, slanderous or otherwise offensive language 1n electronic communications,
(b) communications between or among franchisees that endorse or encourage Default of any franchisee s franchise
agreement, or other agreement with Franchisor or its Affiliates, (c) confidential treatment of matenals that Franchsor
transmuts via the Intranet, (d) password protocols and other secunty precautions, (e) grounds and procedures for
Franchisor s suspending or revoking a franchisee s access to the Intranet, and (f) a privacy policy governing
Franchisor s access to and use of electronic communications that franchisees post to the Intranet Franchisee
acknowledges that as admurustrator of the Intranet, Franchisor can technically access and view any commurucation
that any person posts on the Intranet Franchisee further acknowledges that the Intranet facihty and all
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communications that are posted to it will become Franchisor s property, free of any claims of pnivacy or privilege that
Franchisee or any other person may assert

7153 Upon receipt of notice from Franchisor that Franchisor has established the Intranet,
Franchisee shall estabhish and continually mamtain (during all times that the Intranet shall be established and until the
termunation of this Agreement) an electronic connection (the specificatons of which shall be specified in the Manuals)
with the Intranet that allows Franchisor to send messages to and receive messages from Franchisee, subject to the
standards and specifications

7154 AtFranchisor s request, Franchisee shall contribute a reasonable amount, not to exceed $1,000
per year, toward the cost of the Intranet’s maintenance Such contribution shall be established by Franchisor by not
later than January 31 of each applicable year and shall be payable thirty (30) days thereafter

7155 If Franchisee shall default under this Agreement or any other agreement with Franchusor orits
Affihate Franchisor may, in addition to, and without limiting any other rights and remedies available to Franchisor,
disable or terminate Franchisee s access to the Intranet without Franchisor having any hability to Franchisee, and in
which case Franchisor shall only be required to provide Franchusee a paper copy of the Manuals and any updates
thereto, if none have been previously provided to Franchisee, unless not otherwise entitled to the Manuals

716  Improvements If Franchisee develops any new concept, process or improvement in the System (an
Improvement”), Franchisee shall promptly notfy Franchisor and provide Franchisor with all necessary related
information, without compensation Any such Improvement shall become the sole property of Franchisor and
Franchisor shall be the sole owner of all related intellectual property rights Franctusee hereby assigns to Franchisor any
nights Franchisee may have or acquire in the Improvements including the nght to modify the Improvement, and
Franchisee waives and/or releases all nights of restraint and moral rights therein and thereto Franchisee shall assist
Franchisor in obtaining and enforcing the intellectual property rights to any such Improvementin any and all countries
and further agrees to execute and provide Franchisor with all necessary documentation for obtaining and enforcing
such nghts Franchisee hereby irrevocably designates and appoints Franchisor as Franchisee s agent and attorney-in-
fact to execute and file any such documentation and to do all other lawful acts to further the prosecution and 1ssuance
of intellectual property night related to any such Improvement If the foregoing provisions of thus Section 7 16 are found
to be invalid or otherwise unenforceable, Franchisee hereby grants Franchisor a worldwide, perpetual, non-exclusive,
fully-paid license to use and sublicense the use of the Improvement to the extent such use or sublicense would, absent
this Agreement, directly or indirectly infringe Franchisee’s nghts therein

717  Authonzation to Release Information Franchusee hereby authorizes (and agrees to execute any other
documents deemed necessary to effect such authorization) all banks, financial inshtutions, businesses, supplers,
manufacturers, contractors, vendors and other persons or entiies with whom Franchisee does business to disclose to
Franchisor any finanaial information in their possession relating to Franchisee or the Restaurant which Franchisor may
request Franchisee further authorizes Franchisor to disclose to prospective franchisees or other third parhes data from
Franchisee s reports 1f Franchisor determines, in Franchisor’s sole discretion, that such disclosure 1s necessary or
advisable

718 Adequate Reserves and Working Capital Franchisee shall, at all hmes, mamntamn adequate reserves
and working capital sufficient for Franchisee to fulfill all of Franchisee’s obligations under this Agreement and to cover
the nsks and contingencies of the franchised business for at least three (3) months

719 Franchisee Employee Policies After the Restaurant has opened to the public, Franchisee shall
maintain a competent, conscienttous, and trained staff, and shall take such steps as are necessary to ensure that
Franchisee’s employees preserve good customer relations, render competent prompt, courteous, and knowledgeable
service All employees hired by or working for Franchisee shall be the employees of Franchusee, and Franchise alone,
and shall not, for any purpose, be deemed to be employees of Franchisor or subject to Franchisor’s direct or indirect
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control, most particularly with respect to any mandated or other insurance coverage, tax or contributions, or
requirements pertaining to withholdings, levied or fixed by any Governmental Authonty Franchisee and Franchisor
will each file their own tax, regulatory and payroll reports, and be responsible for all employee benefits and workers
compensation msurance payments with respect to their respective employees and operations Franchisee
acknowledges and agrees that Franchisor will not have the power to hire or fire Franchisee s employees Franchisee
expressly agrees, and will never contend otherwise, that Franchisor s authonity under this Agreement to certfy
Franchisee s supervisonal or managenal personnel for qualification to perform certain functions at the Restaurant does
not directly or indirectly vest in Franchisor the power to hure, fire or control any of Franchisee s personnel Franchisee
alone shall be solely responsible for all hinng and employment deasions and functions related to the Restaurant,
including, without imitation, those related to hinng, finng, training, establishing remuneration, comphance with wage
and hour requrements, personnel policies, benefits, recordkeeping, supervision, and disciphne of employees,
regardless of whether Franchisee has recerved advice from Franchisor on these subjects or not, and Franchusee shall not
request from Franchisor or expect to receive from Franchisor and Franchisor shall not provide Franchisee, with any
advice on these subjects Franchisee acknowledges and agrees that any guidance Franchisee receives from Franchisor
regarding employment policies should be considered as examples, that Franchisee alone 1s responsible for establishing
and mplementing its own employment policies, and that Franchisee understands that Franchisee should do so n
consultation with local legal counsel experienced in employmentlaw Franchisee shall indemnufy, defend, reimburse
and hold Franchisor harmless from any direct and indirect losses, costs and expenses, including attorney s fees, ansing
out of any claim made by or for the benefit of any employee of Franchisee against Franchisor regarding employment
deasions and employee functions at the Restaurant, including, without hmitation, those related to hinng, finng,
training, wage and hour requirements, record keeping, superviston, and discipline of employees

720  Credit Cards Franchisee shall honor all credit charge, courtesy and cash cards approved by
Franchisor in writing To the extent Franchisee shall store, process, transmit or otherwise access or possess cardholder
data in connection with Franchisee’s operation of the Restaurant, Franchisee shall maintain the securnty of cardholder
data and adhere to the Then-Current PCI-DSS, currently found at www pasecurttystandards org, for the
protection of cardholder data throughout the Term Franchisee shall be and remain responsible for the secunty of
cardholder data in the possession or control of any subcontractors Franchisee engages to process credit cards All
subcontractors must be identified to and approved by Franchisor in writing prior to sharing cardholder data with the
subcontractor Franchisee shall, if requested to do so by Franchisor, provide appropriate documentation to
Franchusor to demonstrate comphance with apphcable PCI-DSS requirements by Franchisee and all 1dentified
subcontractors

ARTICLE 8
ADVERTISING AND CO-OPS

To protect the System, the Marks, the Trade Secrets, and the goodwill associated with the same

81 Local Advertising and Promotion Franchisee shall spend an amount equal to no less than two
percent (2%) of its Gross Sales each calendar quarter on local advertising and promotion of the Restaurant ( Local
Advertising Expenditure ) Franchisor may, upon thirty (30) days notice adjust the amount of the Local Advertsing
Expenditure, up to an amount not to exceed three percent (3%) of Gross Sales Franchisee shall conduct all local
advertising and promotion in accordance with such policies and provisions with respect to format, content, media,
geographic coverage and other critena as are from time to ime contained in the Manuals, or as otherwise directed by
Franchisor, and shall not use or pubhish any advertising matenal or in any way use or display any of the Marks except
in accordance with said pohiaies and provisions and with Franchisor’s prior written approval Unless Franchisor shall
give its express written consent, Franchisee shall not use the Local Advertising Expenditure for market wide research,
seminars, entertainment, fees paid to consultants not approved by Franchisor, mcentive programs, chantable
contributions, press parties, or specialty items (unless part of a market-wide program approved by Franchisor and the
cost of the same 1s not recovered by promotion)
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82 Co-Op Adverhising Franchisor may from time to time estabhish regions for co-operahive advertising
(' Co-Op Advertising Regions '), to coordinate advertising, marketing efforts and programs and maximizing the
efficient use of local and/or regional advertising media

821 If and when Franchisor creates a Co-Op Advertising Region for the region in which the
Restaurant operated under this Agreement 1s located, Franchusee (and, if Franchisor or an Affiliate of Franchusor owns
a Restaurant mn such Co Op Advertising Region then Franchisor or such Affihate of Franchisor), shall become a
subscriber and member thereof and shall execute and participate in accordance with the Subscription Agreement and
the Certificate of Incorporation and Bylaws of such Co Op Advertising Region on the forms prescribed by Franctusor
The size and content of such regions, when and 1f established by Franchisor, shall be binding upon Franchisee, and all
other similarly situated La Salsa® Franchisees and Franchisor or such Affiliate of Franchusor, if it operates Restaurant(s)
in the region At all meetings of such Co-Op Advertising Region each participating Franchusee, as well as Franchisor (or
such Affihate), if applicable shall be entitled to one vote for each Restaurant located within such Co-Op Advertising
Region or such other vote as may reasonably be determined by Franchisor

822  Franchisee and other members of the Co-Op Advertising Region, whose agreements require
their participation, will contribute to the Co-Op Adverhsing Region such amount as may be determined by vote of the
Co-Op Advertising Region (not to exceed one and one-half percent (1 5%) of the Gross Sales of each member’s
Restaurant(s) located 1n the region, subject to Franchisor s wnitten approval Franchisee s contribution to the Co-Op
Advertising Region), shall be credited towards the satisfaction of the Local Advertising Expenditure as required n
Section 81

823  Subjectto Section 8 2 1, each Co-Op Adverhsing Region will decide as to the usage of funds
available to 1t for media time, production of media matenals, whether for radio, television, newspapers or Restaurant
level materals such as flyers, or posters, or for any other type of advertising or marketing use, and then such Co-Op
Advertising Regron shall m wrting request approval from Franchusor to use said funds in said manner Franchisor
shall not withhold approval unreasonably, but no placement of advertising or commutment of advertising funds on
behalf of a Co-Op Advertising Region will be made without Franchisor s prior written approval Franchisor reserves
the nght to establish general standards concerning the operation of the Co-Op Adverhsing Region, advertising agencies
retained by Co-Op Advertising Region, and advertising programs conducted by Co-Op Advertising Region Any
disputes (other than pricing) ansing among or between Franchusee, other franchisees, and/or the Co-Op Advertising
Region may be resolved by Franchisor whose decision shall be final and binding on all parties

83 Marketing Development Fund

831 In accordance with Sechon 43, Franchisee s Adverhsing Fee shall be apphed to the

Marketing Development Fund ’ An amount equal to all Marketing Development Fund revenues and allocations
will be expended for national, regional, or local advertising, public relations or promotional campaigns or programs
designed to promote and enhance the image, identity or patronage of franchised, and Franchisor-owned (including
company-owned) La Salsa® Restaurants Such expenditures may include, without mitation, (a) to conduct marketing
studies, and to produce and purchase advertising art, commercials, musical jingles, internet websites, Intranet, print
advertisements, pomnt of sale matenals, media adverhsing, outdoor advertising art, decals, and direct mail pamphlets
and literature and (b) a payment to Franchisor or its Affihates, for nternal expenses incurred in connection with the
operation of 1ts marketing/advertising department(s), if any, and the adminstration of the Marketing Development
Fund The Marketing Development Fund may, among other things, pay for such activities conducted for the benefit of
co branding, or other arrangements where La Salsa® products and/or services are offered 1n conjunction with other
marks or through alternative channels of distribution  Franchisor may employ individuals, consultants oradverhsing
or other agencies, including consultants or agencies owned by, operated by or affihated with Franchisor, to provide
services for the Marketing Development Fund The Marketing Development Fund may be used to defray direct
expenses of Franchisor employees related to the operation of the Marketing Development Fund, to pay for attorney s

\\Fs1\apps\lhsmh\PK\26035-6\1062497 doc
2016 LA SALSA FRANCHISE AGREEMENT 29



fees and other costs related to the defense of claims against the Marketing Development Fund or against Franchisor
relating to the Marketing Development Fund, and to pay costs with respect to collecing amounts due to the Marketing
Development Fund Franchisor shall determine, 1n 1its discretion, the cost media, content, format, style, timung,
allocation and all other matters relating to such advertising, public relations and promotional campaigns Franchisee
acknowledges that not all franchisees are or shall be required to contribute, or contnbute the same percentage of Gross
Sales, to the Marketing Development Fund Nothing in this Agreement shall be construed to require Franchisor to
allocate or expend Marketing Development Fund contributions or allocations so as to benefitany particular franchusee,
Franchisee or group of franchisees or franchisees on a pro rata or proportional basis or otherwise Franchisor may
make copies of advertising materals available to Franchisee with or without additional reasonable charge, as
determined by Franchisor Any additional advertising shall be at the sole cost and expense of Franchisee The
Marketing Development Fund shall, as available provide to Franchisee marketing, advertising and promotional
formats and sample maternials at the Marketing Development Fund s direct cost of producing such items, plus shipping
and handhng Franchisor (or its Affiliate) may collect rebates and credits from Supplers based on purchases or sales by
Franchisee and, at Franchisor s discretion, may either refund such amounts to Franchisee, contribute such amounts to
the Marketing Development Fund, retain such amounts for Franchisor’s or such Affihate s use in promoting the Marks,
or, as provided m Section 9 2, use the same for a variety of other purposes, including ongoing programs education,
marketing, advertising, semunars and conferences the handling of inquries and complaints from franchisees’
customers and for general and administrative expenses, in Franchisor s discretion, notwithstanding any designation by
the Supplier or otherwise Any such contribution of such rebates or credits to the Marketing Development Fund shall
not reduce Franchisee s obligation to pay the Advertising Fee

832  Franchisor shall admurustratively segregate on 1its books and records all Advertising Fees
received from Franchisee and all other franchisees of Franchisor Nothing in this Agreement shall be deemed to create
a trust fund, and Franchisor may commungle advertising fees with 1ts general operating funds and expend such sums in
the manner provided in this Agreement For each Restaurant that Franchisor or any of 1ts Affihate operates, Franchisor
or such Affihate will similarly allocate to the Marketing Development Fund the amount that would be required to be
contributed to the Marketing Development Fund if it were a licensed Restaurant

833  Ifless than the total of all contributions and allocations to the Marketing Development Fund
are expended during any fiscal year, such excess may be accumulated for use during subsequent years Franchisor
may spend 1n any fiscal year an amount greater or less than the aggregate contributions to the Marketing Development
Fund in that year and may cause the Marketing Development Fund to borrow funds to cover defiaits or mvest surplus
funds If Franchusor (or an Affiliate) advances money to the Marketing Development Fund, 1t will be entitled to be
reimbursed for such advances Any interest earned on monues held in the Marketing Development Fund may be
retained by Franchisor for 1ts own use in 1its discretion

84 Telephone Numbers and Directory Adverhsing In addition to the Advertising Fees and
Franchisee’s required expenditures for Co-Op Advertising, Franchisee shall, at its sole expense, subscribe for and
mamntan throughout the Term, one or more hsted telephone numbers which shall be listed in the white pages and
under such headings in the yellow pages of such telephone directory or directones as Franchisor may reasonably
designate or approve which service Franchisee s trade area and adjacent or nearby areas Franchisor reserves the nght
to estabhish general standards concerning directory and other types of advertising

85 Promotional Campaigns From time to ime during the Term, Franchisor shall have the nght to
establish and conduct promotional campaigns on a national or regional basis, which may by way of illustration and not
limitation promote particular products or marketing themes Franchisee and each Co-Op Advertising Region agree to
participate in such promotional campaigns upon such terms and conditions as Franchusor may establish Franchisee
acknowledges and agrees that such parhcaipation may require Franchisee to purchase point of sale advertising matenal,
posters flyers, product displays and other promotional material (unless provided at no charge through the Marketing
Development Fund)
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86 Internet

861  Franchisee shall not develop, create, generate, own, license, lease or use in any manner any
computer medium or electronic medium (including, without imitation, any Internet home page, e mail address,
website, domain name, bulletin board, newsgroup or other Internet related medium or achvity) whuch in any way uses
or displays, in whole or part, the Marks, or any of them, or any words, symbols or terms confusingly similar thereto
without Franchisor s express prior wrnitten consent, and then only in such manner and in accordance with such
procedures, pohictes, standards and specifications as Franchisor may establish from time to ime

862  Franchisor has established one or more Internet web sites  Franchisor shall have discretion
over the design, content and functtonality of such web sites Franchisor may, from time to time, include one (1) or
more interior pages that identfies restaurants operated under the Marks, including the Restaurant, by among other
things, geographic region, address, telephone number(s) and menu items Franchisor may permut Franchisee to
customize or post certain information to the an interior page, subject to Franchisee s execution of Franchisor’s Then-
Current parhicipation agreement, as in effect from time to time, and Franchisee s comphance with the procedures,
pohaes, standards and specifications that Franchisor may establish from time to time  Franchisor may disable or
terminate such website(s) without Franchisor having any liabihty to Franchisee

863 Franchisee acknowledges and agrees that Franchisor, or its Affihiate, 1s the owner of, and will
retain all right, title and interest in and to (1) the domamn name lasalsa com , (1) the URL www.lasalsa com’, (m)all
existing and future domam names, URLS, future addresses and sub addresses using the Marks in any manner, (iv) all
computer programs and computer code (e g, HTML, XML DHTML, Java) used for or on Franchisor s web site(s),
excluding any software owned by third parties, (v) all text, images, sounds, files, video, designs, amumations, layout,
color schemes, trade dress, concepts, methods, techniques, processes and data used in connechion with displayed on or
collected from or through Franchisor s webssite(s), and (v1) all intellectual property rights in or to any of the foregomng
Franchisor’s web site(s) may include one or more interior pages that identifies La Salsa® Restaurants operated under
the Marks, including the Restaurant developed and operated under this Agreement, by among other things,
geographic region address, telephone number(s) and menu items Such web site(s) may also include one (1) or more
interior pages dedicated to the sale of Franchises by Franchisor and/or relations with the investors of Francthusor, or of
Franchisor s Affihate

87 Electronic Media Franchisee shall not separately register any domain name or any portion of any
domain name containing the Marks or participate or market on any website or other form of electronic media
(including, without imitation, through the use of social technology, social media, social networking platforms or other
forms of electronic media not yet developed) using the Marks without prior express written approval from Franchisor
Franchisee s general conduct on the Internet and n the use of other forms of electronic media 1s subject to the terms
and conditions of this Agreement and all other rules, requirements or policies that Franchusor may 1dentfy from time to
time Franchisor may, at any time after Franchisee commences use of any approved electronic media, prohibit further
use effechve upon receipt of wntten notice by Franchisee

ARTICLEY
DISTRIBUTION AND PURCHASE OF
EQUIPMENT, SUPPLIES AND OTHER PRODUCTS

To protect the System, the Marks, the Trade Secrets, and the goodwill associated with the same

91 La Salsa® Brand Products At all imes throughout the Term, Francthusee shall purchase and maintan
in inventory such types and quantities of La Salsa® Brand Products as are needed to meet reasonably anticipated
consumer demand Franchisee shall purchase La Salsa® Brand Products solely and exclusively from Franchisor or its
designees
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92 Propnietary Products Franchisor may, from time to time throughout the Term, require that
Franchisee purchase, use, offer and/or promote, and maintain 1n stock at the Restaurant (1) in such quantities as are
needed to meet reasonably anticipated consumer demand, certain proprietary salsa products, spice mixes, beverages,
food products and other ingredients and raw matenals, whach are grown, produced or manufactured 1n accordance
with Franchisor s Trade Secrets propretary recipes, specifications and/or formulas or which Franchisor designates as

proprietary, and (n) certain packaging, POS System(s), computer hardware, software, modems and peripheral
equipment or other products, supples, services and equipment designated by Franchisor as proprietary (the

Proprietary Products ) Franchisee shall purchase Propretary Products only from Franchisor orits Affihates (if they
sell the same, and at prices established by Franchisor or such Affiliates, which shall be reasonable based upon the costs
of such products), or Franchisor s designees Franchisor shall not be obhgated to reveal such Trade Secrets, recipes,
specifications and/or formulas of such Propretary Products to Franchisee, non-designated Supplers, or any other thurd
parties Franchisor or its Affihates may receive rebates and/or allowances from certain Supplers on purchases of
Propnetary Products and Non-Proprietary Products made by Franchisee and other La Salsa franchisees These
rebates and/or allowances will generally be based upon a percentage of revenue denved from La Salsa franchisee
purchases, will be mcluded in Franchisor s general revenue, and may be used by Franchisor for a variety of purposes
including ongoing programs, education, marketing, advertising, sermunars and conferences, the handling of inquuiries
and complaints from franchisees’ customers and for general and admurustrative expenses Franchisor may use rebate
and allowance funds received from La Salsa Supphers for any purpose 1n its sole and absolute discretion

93 Non-Proprietary Products Franchisor may designate certain food products, condiments, beverages,
raw matenals, fixtures, furruishings, equipment, umiforms, supphes, paper goods, services, menus, packaging, forms,
POS System(s), computer hardware, software, modems and peripheral equipment and other products, supples,
services and equpment, other than Proprietary Products, which Franchisee may or must use and/or offer and sell at
the Restaurant (the Non-Proprietary Products ) Franchisee may, but shall not be obligated to, purchase such Non
Propnetary Products from Franchisor or its Affihiate, if Franchusor or such Affiliate, supply the same Franchisee may
use, offer or sell only such Non-Proprietary Products that Franchisor has expressly authonzed, and thatare purchased
or obtained from Franchisor or a producer, manufacturer, distributor, suppher or service provider ( Supplier’)
designated or approved by Franchisor pursuant to Section 9 3 2

931 Franchisee may purchase authorized Non-Proprietary Products from (1) Franchisor, or 1ts
Affikates if they sell the same authorized Non-Proprietary Products (1) Suppliers designated by Franchisor, or (1n)
Suppliers selected by Franchisee and approved in writing by Franchusor prior to Franchisee making such purchase(s)
Each such Suppler designated or approved by Franchisor must comply with Franchisor s usual and customary
requirements regarding insurance, mdemnification and non-disclosure, and each such Suppler shall have
demonstrated to the reasonable satisfaction of Franchisor (a) Supplier's ability to supply a Non-Proprietary Product
meeting the specifications of Franchisor, which may include, without imtation, specifications as to brand names
models, contents, manner of preparation, ngredients, quality, freshness and comphiance with governmental standards
and regulations, (b) the Supplier s rehabihty with respect to delivery and the consistent qualty of its products or
services, and (c) the Suppher s abihty to meet such other requirements as determined by Franchisor, in 1ts sole
discretion, to be 1n the best interest of the system

932  If Franchisee should destre to procure authorized Non Proprnetary Products from a Suppher
other than Franchisor or one (1) previously approved or designated by Franctusor (and not subsequently disapproved),
Franchisee shall deliver written notice to Franchisor of 1ts desire to seek approval of such Suppher, which notice shall
(a) :dentify the name and address of such Supplier, (b) contain such information as may be requested by Franctusor or
required to be provided pursuant to the Manuals, which may include reasonable financial, operational and economic
nformation regarding such Suppher s business and product, and (c) identfy the authonized Non-Proprietary Products
Franchisee desires to purchase from such Supplier Franchisor shall, upon request of Franchisee, furnish to Franchisee
the general but not manufactunng, specifications for such Non-Proprietary Products if such are not contained in the
Manuals Franchisor may thereupon request that the proposed Supplier furrush Franchisor at no cost to Franchisor,
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product samples, speafications and such other information as Franchisor may require Franchisor, or its
representatives, including qualified thurd parties, shall also be permutted to mnspect the facilihes of the proposed
Supplier and establish economic terms, dehivery, service and other requirements consistent with other distribution
relationshups for other LA SALSA® Restaurants

933  Franchusor will use its good faith efforts to notify Franchisee of Franchisor’s decision withun
sixty (60) days after Franchisor s receipt of Franchisee s request for approval and other requested information and
items n full comphance with this Section 9 3, should Franchisor not dehver to Franchisee, within sixty (60) days after
Franchisee has recerved such notice and all information and other items requested by Franchisor 1n order to evaluate
the proposed Supplier, a written statement of approval with respect to such Suppher, such Supplier shall be deemed
disapproved as a Supplier of the authonzed Non-Propretary Products described in such notice Nothing in this article
shall require Franchisor to approve any Suppler, and without hrmiting Franchisor’s right to approve or disapprove a
Suppher 1n 1ts discretion, Franchisee acknowledges that it 1s generally disadvantageous to the system from a cost and
service basis to have more than one Supplier n any given market area and that among the other factors Franchusor
may consider in deciding whether to approve a proposed Suppher, it may consider the effect that such approval may
have on the ability of Franchisor and 1ts franchisees to obtain the lowest distibution costs and on the quality and
uruformity of products offered system-wide Franchisor may also determine that certain Non-Proprietary Products
(e g, beverages) shall be imited to a designated brand or brands set by Franchisor Franchisor may revoke its approval
upon the Supplier’s failure to continue to meet any of Franchusor s cniteria  Franchusee agrees that at such times that
Franchisor establishes a regional purchasing program for any of the raw materials used in the preparation of
Authorized LA SALSA® Products or other Non-Proprietary Products used in the operation of the Restaurant, which
may benefit Franchisee by reduced price, lower labor costs, production of improved products, increased rehability i
supply, improved distnibution, raw material cost control (establishment of consistent pricing for reasonable periods to
avord market fluctuations), iproved operations by Franchusee or other tangible benefits to Franchusee, Franchisee will
partcipate in such purchasing program in accordance with the terms of such program

934  Asafurther condition of its approval, Franchisor may require a Suppher to agree n wnhng:
(1) to provide, from time to time, upon Franchisor’s request free samples of any Non-Proprietary Product such Suppher
intends to supply to Franchusee, () to farthfully comply with Franchisor’s specifications for applicable Non-Propnetary
Products sold by such Suppler (i) to sell any Non-Proprnetary Products bearing Franchisor’s Marks only to
Franchisees of Franchisor and only pursuant to a trademark hcense agreement in form prescribed by Franchusor, (iv) to
provide to Franchisor duplhcate purchase invoices for Franchisor’s records and mspection purposes and (v) to
otherwise comply with Franchisor’s reasonable requests

935  Franchisee, or the proposed Suppler, shall reimburse Franchisor for all of Franchisor’s
reasonably anticipated costs in reviewing the application of the Supplier to service Franchisee, and all current and
future reasonable costs and expenses, including travel and living costs, related to mspecting, re-inspecting and auditing
the Supphiers’ faciliies, equipment and food products and all product testing costs paid by Franchasor to third partes,
and Franchisee shall pay Franchisor, in advance, a deposit of $1,500, before Franchisor mspects the Suppher’s facihties

94 Purchases from Franchisor

941  Allgoods products and supphes purchased from Franchusor shall be purchased in accordance
with the purchase order format 1ssued from time to time by Franchisor, the current form of which shall be set forth in
the Manuals Franchisor may change the prices, delivery terms and other terms relating to its sale of goods, services,
products and supples (collectively the Goods and Services ) to Franchisee on prior written notice, provided, that
such prices shall be the same as the prices charged to similarly situated La Salsa® Franchisees and which shall be
reasonably based upon the costs associated with such Goods and Services Franchisor, n 1its sole and absolute
discretion, may discontinue the sale of any Goods or Services at any time 1f in Franchusor s judgmentits continued sale
becomes unfeasible, unprofitable or otherwise undesirable All product orders by Franchisee shall be subject to
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acceptance by Franchisor at Franchisor s designated offices, and Franchisor reserves the right to accept or reject, in
whole or in part, any order placed by Franchisee Franchusee shall submut to Franchisor, upon written request, financial
statements which contain sufficient mformation to enable Franchusor to determune the credit hmuts, if any, to be
extended to Franchisee Franchisor, m its sole and absolute discretion, may establish the credit terms, if any, upon
which 1t will accept Franchisee s orders, and may require Franchisee to pay for orders on a cash-m-advance or cash-on-
delivery basis

942 Eachorder placed by Franchisee whether oral or written, for any product shall be deemed to
incorporate all of the terms and conditions of this Agreement, shall be deemed subordinate to this Agreement in any
instance where any term or condition of such order conflicts with any term or condition of this Agreement, and shall
include such information as Franchisor may, from time to time, specify, and each order placed by Franchisee shall be
submutted on such form of purchase order as may be prescribed by Franchisor from time to ime No purchase order
submutted by Franchisee shall contain any terms except as approved in writing by Franchisor, nor be deemed complete
unless all of the iInformation required by the prescribed purchase order form, as revised from time to time, 1s provided
by Franchisee No new or additional term(s) or condition(s) contained in any order placed by Franchisee shall be
deemed valid, effective or accepted by Franchisor unless such terms or conditions shall have been expressly accepted
by Franchisor in writing

943  Franchusor shall not be hable to Franchisee on account of any delay or failure in the
manufacture, dehvery or shipment of goods or products caused by Force Majeure or other events or circumstances
beyond Franchisor’s reasonable control, including such events as labor or material shortages, conditions of supply and
demand, import and/or export restrictions or disruptions in Franchisor’s supply sources

944  Franchisor may act as a Supplier of Goods and Services purchased by Franchisee, and
Franchisor may designate itself as the sole Suppher of any such Goods and Services On the expiration or termunation
of this Agreement or in the event of any default by Franchisee under this Agreement, Franchisor shall not be obliged
to fill or ship any orders then pending or, in the case of termumation or non renewal, made any time thereafter by
Franchisee, and Franchisor may notify its approved Supphers of any impending termnation or expiration of this
Agreement and may, among other things, instruct such Supphers to deliver only such quantity of Proprietary Products
as 1s reasonably necessary to supply Franchisee s needs prior to the expiration or termination date of this Agreement

95 Test Marketing Franchisor may, from time to time, authorize Franchisee to test market products
and/or services in connection with the operation of the Restaurant Franchisee shall cooperate with Franchisor in
connection with the conduct of such test marketing and shall comply with Franchisor s rules and regulations
established from time to time 1n connection herewith

96 Customer Reporhing, Comment Cards, Coupons and Gift Certificates

961  AtFranchisor s request, Franchisee shall use reasonable efforts to secure the names, addresses
and other nformation reasonably required by Franchusor, of Franchisee s customers at the Restaurant, and shall allow
such information to be used by Franchisor Franchisee may not divulge such customer names, addresses or other
information, with or without remuneration to any third party Franchisee shall respond promptly to each customer
mnquiry or complaint and resolve all reasonable complaints to the customer’s satisfaction

962  Franchusee shall use and display 1n the Restaurant during all operating hours customer
comment cards mn the manner specified in the Manuals Franchisee shall, from time to ime purchase from Franchisor
or a Supplier, and mamntain m the Restaurant, a supply of postage prepaid customer comment cards reasonably
adequate to meet Franchisee s needs

963  Franchisee shall at all imes cooperate with Franctusor and other franchisees of Franchisor and
shall actively parhcipate in any and all sales, public relations, advertising, cooperative advertising and purchasing
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programs or promotional programs which may be developed and implemented by Franchisor which call for the
cooperation of Franchisee and other franchisees of Franchisor and shall further cooperate in any additional programs
which may be established and designated by Franchisor from time to time including partiapating m coupon programs,
the system-wide use of gift certficates and gift cards and other similar programs for the benefit of the System and shall
comply with Franchisor’s rules and regulations established from time to time 1n connection herewith

ARTICLE 10
REPORTS, BOOKS AND RECORDS, INSPECTIONS

101 General Reporting Franchusee shall submut Weekly statistical control forms and such other finanaial,
operational and statistical information as Franchisor may requare (1) to assist Franchisee in the operation of the
Restaurant in accordance with the System, (u1) to allow Franchisor to monutor Franchisee’s Gross Sales, purchases costs
and expenses, (1) to enable Franchisor to develop chain wide statistics which may improve bulk purchasing, (iv) to
assist Franchusor 1n the development of new Authorized La Salsa® Products or the removal of existing unsuccessful
Authorized La Salsa® Products, (v) to enable Franchusor to refine exising Authonzed La Salsa® Products, (v1) to
generally improve chain-wide understanding of the System (collechively the Information ) Without imiting the
generality of the foregoing

1011 Unless otherwise agreed by Franchisor in wnting, Franchusee shall also submit condensed
reports of daily Gross Sales to Franchisor on a Weekly basis in accordance with the gwdelines established by
Franchisor Franchisee will electrorucally link the Restaurant to Franchisor and will allow Franctusor to pollon a daily
basis at a time selected by Franchisor the Restaurant computerized POS System to retrieve Information including sales,
sales mix usage and operations data

1012 On or before the tenth day following each Accounting Period during the Term, or at such
other interval as Franchisor may establish, Franchisee shall submut a Gross Sales report signed by Franchisee, in such
form and manner prescribed by Franchisor, reporting all Gross Sales for the preceding Accounting Period, together
with such additional financial information as Franchisor may, from time to time, request

1013 Onor before the forty-fifth day following each calendar quarter during the Term, Franchusee
shall submut to Franchisor financial statements for the preceding quarter, including a balance sheet and profit and loss
statement, prepared 1n the form and manner prescribed by Franchisor and in accordance with generally accepted
accounting principles which shall be certified by Franchisee to be accurate and complete

1014 Within sixty (60) days following the end of each calendar year, Franchisee shall submut to
Franchisor an unaudited annual financial statement prepared in accordance with generally accepted accounting
principles, and m such form and manner prescribed by Franchisor, which shall be certified by Franclusee to be accurate
and complete Franchisee shall submut to Franchisor a copy of the onginal signed 1120 or 11208 tax form each and
every year or any other forms which take the place of the 1120 or 11205 forms Franchisee shall also provide
Franchisor with copies of signed onginal sales and use tax forms contemporaneously with their filing with the
approprate state or local authonty Franchisor reserves the right to require such further information concerning the
Restaurant as Franchisor may, from time to time, reasonably request

102 Inspections Franchisor s authonzed representatives shall have the right, from time to time, to enter
onto the premuses of the Restaurant dunng business hours, to examne the Franchised Location conferring with
Franchisee s supervisonal or managenal personnel, inspecting and checking operations, food, beverages, furrushings,
interior and exterior decor, supples, fixtures and equipment and determirung whether the Restaurant 1s being
conducted i accordance with this Agreement, the System and the Manuals Franchisor shall use reasonable efforts to
avold matenally disrupting the operation of the Restaurant If any such inspection indicates any deficiency or
unsatisfactory condition with respect to any matter required under this Agreement or the Manuals, mncluding qualty,
cleanliness, service health and authorized product hine, Franchisor will notify Franchisee in writing of Franchisee s
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non-comphance with this Agreement, the System and/or the Manuals, and Franchisee shall promptly correct or repair
such deficiency or unsatisfactory condition In addition, if any inspection indicates any deficiency or unsatisfactory
condition which requires a re-inspection of the Restaurant, Franchisee shall pay Franchisor, upon demand, the sum of
$500 for a first re-inspection and the sum of $2,500 for each subsequent re-inspection of the Restaurant, to compensate
Franchusor for 1ts out of pocket expenses incurred to have an agent or employee of Franchisor conduct such re-
nspection, including expenses for transportation, lodging, food and the hike

103 Audits Franchisee shall prepare, and keep for not less than three (3) years followng the end of each
of 1ts fiscal years, adequate books and records showing daily receipts in, at and from the La Salsa® Restaurant, applhicable
sales tax returns, if any, all pertinent oniginal serially numbered sales slips and cash register records, and such other sales
records as may be reasonably required by Franchisor, from time to time, to venfy the Gross Sales reported by Franchusee
to Franchisor 1n a form suitable for an audit of Franchisee’s records by an authorized auditor or agent of Franchisor
Such information shall be broken down by categones of goods, foods and beverages sold, when possible Franchusor, its
agents or representatives may, at any reasonable ime during normal working hours, audit or review Franchisee s books
and records 1n accordance with generally accepted standards established by certified publicaccountants If any audit or
other investigation reveals an under reporting or under-recording error of three percent (3%) or more, then in addition
to any other sums due, the expenses of the audit/inspection shall be borne and paid by Franchisee upon billing by
Franchisor, which shall include, without limuitation, Franchisor’s travel, lodging and wage expenses and reasonable
accounting and legal expenses, plus interest at the highest compound rate permitted by Applicable Law, but not to
exceed the rate of eighteen percent (18%) per annum If any audit or other investigation reveals an under-reporting or
under-recording error of three percent (3%) or more, in addition to any other rights and remedies Franchisor may have,
Franchisor may require Franchisee to mamtain and dehver to Franchisor, from time to ime, financial statements audited
by an independent certified public accountant

104  Books and Records Franchisee shall mamntain an accounting and record keeping system, which shall
provide for basic accounting information necessary to prepare financial statements, a general ledger and reports
required by this Agreement and the Manuals Franchisee shall maintain accurate, adequate and verifiable booksand
supporting documentation relating to such accounting information

ARTICLE 11
TRADEMARKS

Franchisor and its Affihates continue to develop, use and control the Marks 1n order to identify for the public the
source of services and products marketed under the Marks and the System, and to represent the System s high
standards of quality, appearance and service To protect the System, the Marks, the Trade Secrets, and the goodwill
associated with the same

111  Useof Marks Subjectto Section11 7, the Restaurant hicensed and franchised under this Agreement
shall be named La Salsa® Fresh Mexican Grill without any suffix or prefix attached thereto, and Franchusee shall
use and display such Franchisor’'s Marks and such signs, advertising and slogans as Franchisor may, from time to time,
prescribe or approve  Upon expiration or sooner termination of this Agreement, Franchisor may, if Franchisee does not
do so, execute in Franchisee s name and on Franchisee s behalf, any and all documents necessary i Franchisor’s
judgment to end and cause the discontinuance of Franchisee s use of the Marks, and Franchisor s hereby 1rrevocably
appointed and designated as Franchisee s attorney-in fact so to do Franchisee shall not immprnnt or authorize any
person to imprint any Mark on any product without the express written approval of Franchisor Franchisee shall not
use the Marks in connection with any offering of secunities or any request for credit without the prior express written
approval of Franchisor Franchisor may, in its sole discretion, withhold or condition any approval related to the Marks,
including those described in this Section Duming the Term Franchisee shall identify the Restaurant as an
independently owned and operated La Salsa® Franchise, in the form and manner specified by Franchisor, including,
without hmutation, on all mvoices, order forms, receipts, checks, business cards, on posted notices located the
Franchised Location and in other media and advertisements as Franchisor may direct from time to time
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112 Non-Use of Trade Name If Franchisee is an Entity, Franchusee shall not use Franchusor’'s Marks, trade
name or any words or symbols which are confusingly phonetically or visually similar to the Marks, as all or part of
Franchisee s name

113  Use of Other Trademarks Franchisee shall not display the trademark service mark, trade name,
msignia or logotype of any other person or Entity in connection with the operation of the Restaurant without the
express prior written consent of Franchisor, which may be withheld inits discretion, provided however, 1n the case of
an Express Venue, the Premises, but not the Restaurant, may display the trademarks, service marks and other
commercial symbols of Franchisee or third parties in accordance with the terms contained in this Agreement

114  Non-ownership of Marks Nothing in this Agreement shall give Franchusee, and Franchusee shall not
assert any nght, title or interest in or to any of the Marks or the goodwill annexed thereto, except a mere privilege and
license during the Term, to display and use the same according to the terms and conditions contamned 1n this
Agreement Exceptas expressly imited in this Agreement, Franchisor (for ttself, its affiiates and designees) retamns all
nghts with respect to use of the Marks and the System to sell any products or services, surular to those which
Franchisee sells, through any alternate channels of distribution Thus includes, but 1s not hmuted to, retail locahonsand
other channels of distribution such as television, mail order catalog sales, wholesale to unrelated retail outlets, over the
Internet, or through other forms of electronic media (including social technology, social media and social networking
platforms) Franchisor exclusively reserves the Internet and other forms of electronic media as channels of distribution
for Franchisor, and Franchisee may not independently market on the Internet or through other forms of electronic
media, or conduct e-commerce without Franchisor s prior written consent

115  Defense of Marks If Franchisee recerves notice or 1s informed of any claim, suit or demand agamnst
Franchisee on account of any alleged infringement, unfarr compehtion or surular matter on account of Franchisee suse
of the Marks 1n accordance with the terms of this Agreement, Franchisee shall promptly notify Franchisor of any such
claim, suit or demand Thereupon, Franchisor shall take such action as Franchisor may deem necessary and
appropriate to protect and defend Franchisee agamnst any such claim by any third party However Franchusor shall not
be obligated to take any such action Franchisee shall not settle or compromuse any such claim by a third party without
the prior written consent of Franchisor Franchisor shall have the'sole right to defend, compromuse or settle any such
claim, 1n1ts discretion, at Franchisor s sole cost and expense, using attorneys of its own choosing, and Franchisee shall
cooperate fully with Franchisor in connection with the defense of any such claim Franchisee may partiaapate atitsown
expense 1n such defense or settlement, but Franchisor s deasions with regard thereto shall be final

116 Prosecution of Infringers If Franchisee shall receive notice, 1s mformed of or learns that any third
party, which Franchisee believes such party to be unauthorized to use the Marks, 1s using the Marks or any varant
thereof, Franchisee shall promptly notfy Franchisor of the facts relating to such alleged mfringing use Thereupon,
Franchisor shall, in 1ts discreion determine whether or not 1t wishes to take any action against such third person on
account of such alleged infringement of the Marks Franchisee shall have no right to make any demand against any
such alleged infringer or to prosecute any claim of any kind or nature whatsoever against such alleged mfringer for or
on account of such infringement

117  Modification of Marks From time to time, in the Manuals directives or bulletins supplemental
thereto, Franchisor may add to, delete or modify any or all of the Marks Franchisee shall, at 1ts own costand expense,
use or cease using, as may be applicable, the Marks, including, without hmitation, any such modified or additional
trade names, trademarks, service marks, logotypes and commercial symbols, in strict accordance with the procedures,
policies, rules and regulations contained in the Manuals or in wntten directives issued by Franchisor to Franchisee, as
though they were specifically set forth in this Agreement Except as Franchisor may otherwise direct, Franchusee shall
implement any such change within sixty (60) days after notice thereof by Franchisor, at Franchisee s own expense

118  Acts in Derogation of the Marks Franchisee agrees that the Marks are the exclusive property of
Franchisor and/or its Affihates, and Franchisee now asserts no claim and will hereafter assert no claim to any goodwall,
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reputation or ownership thereof by virtue of Franchisee’s licensed and/or franchised use thereof, or otherwise

Franchisee further agrees that Franchisee 1s famihiar with the standards and hugh qualty of the use by Franchisor and
others authorized by Franchusor of the Marks in the operation of La Salsa® Restaurants, and Franchisee agrees that
Franchisee will maintain this standard inits use of the Marks All use of the Marks by Franchisee inures to the benefit
of Franchisor Franchisee shall not contest or assist anyone in contesting, at any tme during or after the Term 1n any
manner, the validity of any Mark or 1its registration, and shall maintain the mtegrity of the Marks and prevent the
duution of such Marks Franchisee shall not do or permut any act or thing to be done 1n derogation of any of the nghts
of Franchusor, or 1ts Affihates, in connection with the same, erther during the Term or thereafter, and that Franchisee
will use the Marks only for the uses and 1n the manner lhicensed and/or franchised under thuis Agreement and as
provided in this Agreement Without hmuting the foregoing, Franchisee shall not (1) interfere in any manner with, or
attempt to prohibit, the use of the Marks by any other La Salsa® Franchisee or Licensee of Franchisor or (u) divert, or
attempt to divert, any business or any customers of the Restaurant to any other person or Entity, by direct or indirect
inducement or otherwise, or do or perform directly or indirectly, any other act mjurious or prejudicial to the goodwill
associtated with the Marks

119  Assumed Name Registration If Franchisee 1s required to do so by Applicable Law, Franchisee shall
promptly, upon the execution of this Agreement, file with apphcable Governmental Authorties, a notice of
Franchisee s intent to conduct its business under the name La Salsa® Promptly upon the expiration or termination of
this Agreement for any reason whatsoever, Franchisee shall promptly execute and file such documents as may be
necessary to revoke or terminate such assumed name registration and if Franchisee shall fail to promptly execute and
file such documents, as may be necessary to effectively revoke and termmate such assumed name regstration,
Franchisee hereby irrevocably appoints Franchisor as its attorney-in-fact to do so for and on behalf of Franchisee

ARTICLE 12
COVENANTS REGARDING OTHER BUSINESS INTERESTS

Franchisee specifically acknowledges and agrees that prior to becoming a franchisee of Franchisor, Franchisee
had no experience, informaton or knowledge whatsoever about the operation of Mexican-style, fast service
Restaurants or Baja Fresh Restaurants and that Franchisee s knowledge of the Confidential Information was obtained
solely from Franchisor, following Franchisee s traming by Franchisor and Franchisee s subsequent operation of the
Restaurant under this Agreement Franchisee further acknowledges and agrees that pursuant to this Agreement,
Franchisee has and will receive valuable specialized tramng and Confidential Information regarding the operational,
sales, promotional, and marketing methods and techniques of Franchisor and the System Franchisee (or, if Franchusee
1s a corporation, imited hability company, or partnership, all prinaipals of Franchisee) ikewise acknowledges and
agrees that it would be an act of unfair competition if Franchisee or the principals of Franchisee used the Confidential
Information for therr own economic benefit, to the economic detriment of Franchisor and other franchisees of
Franchisor, and that the provisions of this Article 12 are intended to, and are necessary to, protect the Confidental
Information for the benefit of Franchisor and all franchisees of Franchisor, ncluding Franchisee Therefore, to protect
the System, the Marks, the Trade Secrets, and the goodwill associated with the same, Franchisee covenants and agrees
to the provisions of this Article 12 to reduce the nsk and likelthood of any intentional or unintentional misuse of the
Confidential Information

121  Non-Competihion Franchisee acknowledges that the System s distinctive and has been developed
by Franchisor, and/or its Affilates, at great effort, ime and expense and that Franchisee has regular and continuing
access to valuable and confidential nformation training and Trade Secrets regarding the System including, without
hmitation, tangible and intangible information (whether or not 1n electronic form) relating to Franchisor’s business
operations, products and services, sources of materials and equipment, chent management and other software, data,
other content formulations, patterns, compilations, programs devices and processes, busmness relationships, contact
information for industry professionals, designs, developmental or expennmental work and services, improvements,
discovenes, plans for research potential new or supplemental products and services, websites, advertisements or
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ancillary products and services, marketing and selling methods and/or plans, business plans, budgets and unpublished
financial statements hcenses, prices and costs, vendors, collaborators, current customer and prospective customer
names and addresses, information regarding credit extensions to customers, customer service purchasing histories and
prices charged to customers, customer hists and other customer data, information regarding the skalls and compensation
of employees of Franchisor and contractors of Franchisor, designs, drawings, speafications, source code, object code,
documentation diagrams, flowcharts research, development, marketing techniques and matenals, trademarks, trade
secrets, sales/license techniques inventions, copyrnightable matenal trademarkable matenal, databases, relatonships
between Franchisor and other companies, persons or entities, knowledge or know-how concerning the methods of
operation of the Restaurant which may be communicated to Franchisee, or of which Franchisee may be apprised, by
virtue of Franchisee s operation of the Restaurant under the terms of this Agreement, and any other mformation or
material considered proprietary by Franchisor whether or not designated as confidential nformation by Franchisor,
that1s not generally known by the public, or which denves independent economic value (actual or potential) from not
being generally known to the public or persons unaffihated with Franchisor or its affiliates and which 1s the subject of
efforts by Franchisor that are reasonable under the arcumstances to maintain its secrecy, and any other information in
oral, wrtten, graphic or electronic form which given the arcumstances surrounding its disclosure, would be
considered confidental (collectively, the Confidential Information ) Confidental Information does not include any
information that was in the lawful and unrestricted possession of Franchisee prior to its disclosure by Franchisor, 1s or
becomes generally available to the public by acts other than those of Franchisee after receving 1t, has been received
lawfully and in good faith by Franchisee from a third party who did not derive 1t from Franchisor or Franchisee, or 1s
shown by acceptable evidence to have been independently developed by Franchisee Franchisee recognizes its
obligations to keep such information confidential as set forth in this Agreement Franchisee therefore agrees as follows

1211 During the Term, no Restricted Person, Restaurant Manager or Director of Operations shall in
any capaaty, either directly or indirectly, through one (1) or more affihated Entiies, (1) engage n Competiive Activities
at any location, regardless of 1ts proximity to the Restaurant developed under this Agreement, unless Franchusor shall
consent thereto in wniting,, (1) divert or attempt to divert any business or any customers of the Restaurant to any other
person or Entity, by, direct or indirect, nducement or otherwise, or do or perform, directly or indirectly, any other act
mjurious or prejudicial to the goodwill associated with the Marks or (1) employ or seek to employ any person who1s
or has been within the preceding thirty (30) days employed by Franchisor or an Affihate of Franchisor as a managenal
or supervisory employee or otherwise directly or indirectly induce such person to leave his or her employment

1212 To the extent permutted by Applicable Law, upon (1) the expiration or termination of this
Agreement (u) the occurrence of any assignment during the Term, (m) the cession of any Restricted Person s
relationship with Franchisee, or (1iv) the entry of a final court order (after all appeals have been taken) with respect to
any of the foregoing events or with respect to enforcement of thus Section 12 1 2, each person who was a Restricted
Person before such event shall not for a period of twenty-four (24) months thereafter, either directly or indirectly own
operate advise, be employed by or have any financial interest in any busmess engaged in Competiive Achvities within
an area within a three (3) mile radius of the Franchised Location or from any then existing La Salsa® Restaurant,
without Franchisor s prior written consent In applymng for such consent, Franchisee will have the burden of
establishing that any such activity by itself will not involve the use of benefits provided under this Agreement or
constitute unfair competiion with Franchisor or other La Salsa® Franchisees or Area Developers

122 Violation of Non-Compete If Franchusee or any Restricted Person shall commit any violation of
Section 12 1 2 during the twenty-four (24) month period following (1) the expiration or termination of this Agreement,
(1) the occurrence of any assignment during the Term, () the cesston of the Restricted Person s relationship with
Franchisee, or (1v) a final court order (after all appeals have been taken) with respect to any of the foregoing events or
with respect to enforcement of Section 12 1 2, in add1tion to all other remedies available to Franchisor, Franchisee or the
Restricted Person shall pay Franchisor, throughout the twenty four (24) month period, five percent (5%) all revenue
denved from Competitive Activities, including the sale any merchandise, products and services and all other mcome
of every kind and nature related to the Competitive Activities of the business which offers products the same as, or
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similar to, the Restaurant ( ‘Post Termination Gross Revenue ) 1n violation of Secthion 12 1 2 Franchisee shall account
for and pay the five percent (5%) of such Post Termination Gross Revenue to Franchisor on the fifteenth (15t) day of
each month on the Post Termination Gross Revenue of the competing business during the precedingmonth Franchisor
shall have the right to audit the books and records of the competing business i accordance with Section 10 3 to confirm
Franchisee s comphance with this Section 12 2, upon prior notice to Franchisee

123  ReducangScope of Covenants Franchisee understands and acknowledges that Franchusor shall have
the night, 1n its sole discretion, to reduce the scope of any covenant set forth m Article 12, or any portion thereof,
without Franchisee s consent, effechive immediately upon receipt by Franchisee of written notice thereof, and
Franchisee agrees that it shall comply forthwith with any covenant as so modified, which shall be fully enforceable
notwithstanding the provisions of Section 19 7

124  Reasonable Good Faith Estimate Franclusor and Franchusee acknowledge and agree that 1t would be
impossible and impracticable to determine the preaise amount of damages and expenses Franchisor will incur (1) if
Franchisee or any Restricted Person shall commit any violation of Section 12 1 2 during the twenty-four (24) month
period following (1) the expiration or termination of this Agreement, (n) the occurrence of any assignment during the
Term, (m) the cession of the Restricted Person s relationship with Franchisee, or (1v) a final court order (after all appeals
have been taken) with respect to any of the foregoing events or with respect to enforcement of Section 12 1 2 or (2) if
Franchisor expressly grants Franchisee permission in writing to compete with Franchisor pursuant to an arrangement
made under Section 12 3 or otherwise due to the complications inherent in determuning the amount of revenue lost by
Franchisor because of the uncertainty regarding the number of months left to complete the Then-Current term of thus
Agreement, the uncertainty regarding the Gross Sales of the Restaurant during the remainder of the Then-Current
term of this Agreement, the amount of royalty fees Franchisee would have paid Franchisor based upon the Gross Sales
of the Restaurant and the like as well as the amount of the fees that Franchisor will collect from Franchisee upon the
occurrence of the arrcumstances described in Section 12 2 Franchisor and Franchisee further acknowledge and agree
that the five percent (5%) fee 1s a reasonable, good faith estimate of such damages

125 Trade Secrets

1251 Franchisor possesses and continues to develop the propnetary and confidental information,
and during the course of the relationship established under this Agreement, Restricted Persons may have access to
such proprietary and confidental information, including the Trade Secrets, Proprietary Software (and related
documentation) recipes, secret ingredients, speaifications, procedures concepts and methods and techniques of
developing and operating a La Salsa® Restaurant and producing Authonized La Salsa® Products Franchisor may
disclose certain of 1ts Trade Secrets to Restricted Persons in the Manuals, bulletins, supplements, confidential
correspondence or other confidential communications, and through Franchisor s Initial Training Program and other
guidance and management assistance and in performing Franchisor’s other obligations and exercising Franchisor’s
nghts under this Agreement  Trade Secrets shall not include information which (a) has entered the publicdomain
or was known to Franchisee prior to Franchisor’s disclosure of such information to Franchusee, other than by the breach
of an obligation of confidentiahty owed, by anyone, to Franchisor, or its Affihates, (b) becomes known to the Restricted
Persons from a source other than Franchisor, or its Affihates, and other than by the breach of an obhigation of
confidentiality owed, by anyone, to Franchisor, or its Affihates, or (c) was independently developed by Franchisee
without the use or benefit of any of Franchisor s Trade Secrets The burden of proving the applicability of the foregoing
will reside with Franchisee

1252 Each Restricted Person shall acquire no interest in and to the Trade Secrets other than the nght
to use the Trade Secrets in developing and operating the Restaurant during the Term A Restricted Person'’s
duplication or use of the Trade Secrets in any other endeavor or business shall consttute an unfair method of
compettion Each Restricted Person shall (1) not use the Trade Secrets in any business or other endeavor other than in
connection with the La Salsa® Restaurant, (1) mamntain absolute confidentiality of the Trade Secrets during and after
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the Term, and (1) make no unauthonzed copy of any portion of the Trade Secrets, including without limitation, the
Manuals, bulletins, supplements, confidential correspondence or other Confidential Information, whether written or
oral Franchisee shall operate the Restaurant and implement all reasonable procedures prescnbed, from time to ime,
by Franchisor to prevent the unauthorized use and disclosure of the Trade Secrets, including, without hmitation,
implementing restrichons and hmitations as Franchisor may prescribe on disclosure to supervisorial or managenal
personnel and use of non disclosure and non-competition provisions in employment agreements with supervisorial or
managenal personnel who may have access to the Trade Secrets Promptly upon Franchusor’s request, Franchisee shall
debiver executed copies of such agreements to Franchisor If Franchisee has any reason to believe that any
supervisorial or managerial employee has violated the provisions of the confidentiahty and non-competition
agreement, Franchusee shall promptly notify Franchisor and shall cooperate with Franchisor to protect Franchisor
agamnst infringement or other unlawful use including, but not himated to, the prosecution of any lawsuits if, in the
judgment of Franchisor, such action 1s necessary or advisable

1253 In view of the importance of the Marks and the Trade Secrets and the incalculable and
irreparable harm that would result to the parties in the event of a default of the covenants and agreements set forth m
this Agreement in connection with these matters, the parties agree that each party may seek specific performance
and/or injunctive rehef to enforce the covenants and agreements in this Agreement, in addition to any other rehef to
whuch such party may be entitled at law or in equity Each party submuts to the exclusive jurisdiction of the courts of
the State of Califorrua and the United States federal courts sithing in Orange County, Cahforma for purposes thereof
The parties agree that venue for any such proceeding shall be the state and federal courts located in Orange County,
Calfornia

126  Confidentiahty Covenants from Individuals Associated with Franchisee Franchisee shall require

any supervisorial or managerial personnel who may have access to any Confidential Information of Franchisor to
execute covenants that they will maintain the confidentiality of the Confidential Information they receive in connection
with their association with Franchisee Such covenants shall be in a form satisfactory to Franchisor, mcluding, without
limitation, specific idenhfication of Franchisor as a third party beneficiary of such covenants with the independent nght
to enforce them

127 Confidentiality and Press Releases To protect the System, the Marks, the Trade Secrets, and the
goodwll associated with the same, Franchisee shall not disclose the substance of thus Agreement to any third party
except as necessary to inform lessors from which 1t 1s seeking Leases or lessors which are parties to Leases in order to
obtain renewals of, or avoid terminations of, such Leases or as necessary to obtain any Perrruts or other approvals, or to
the extent required by the lawful order of any court of competent jurisdiction or federal, state, or local agency having
jurnisdiction over Franchisee, provided that Franchisee shall give Franchisor prior notice of such disclosure Unless
disclosure 1s required by Applicable Law, no public commurucation, press release or announcement regarding this
Agreement, the transactions contemplated hereby or the operation of the Restaurant or any CrisisManagement Event
shall be made by Franchisee without the wntten approval of Franchisor in advance of such press release
announcement, or public communication

128 Interference With Employment Relations Without Franchusor’s prior written consent during the
Term and for a period of twenty-four (24) months following the termination, expiratton or nonrenewal of this
Agreement, or if there shall occur an Assignment, neither Franchisee, 1ts Owner(s) or their respective Affihates, officers,
directors or managers, or any of them, shall in any capacity whatsoever, either directly or ndirectly hire, sohcit or
encourage to leave the employment of Franchisor, any of its Affihates, or any Licensee or Franchisee of Franchusor, any
of Licensee s or Franchisee s Affihates, any employee of Franchisor or any of Franchisor’s Affihates (or any person who
such persons knew or should have known was an employee of any Licensee or Franchisee of Franchisor) or hure any
such employee who has left the employment of Franchusor, or any of its Affihates (or Franchisor s Licensee or
Franchisee) within one (1) year of the termimation of such employee s employment with Franchisor, or any of its
Affiliates (or Franchisor s Licensee or Franchisee)
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129  Effect of Applicable Law In the event any portion of the covenants in this Article 12 violates laws
affecting Franchusee, or 1s held invalid or unenforceable 1n a final judgment to which Franchisor and Franchisee are
parties, then the maximum legally allowable restncton permitted by law shall control and bind Franchisee Franchisor
may at any time unilaterally reduce the scope of any part of the above covenants and Franchisee shall comply with
any such reduced covenant upon receipt of written notice The provisions of this Article 12 shall be in addition to and
not in heu of any other confidentiality obligation of Franchisee, or any other person, whether pursuant to another
agreement or pursuant to Applicable Law

1210 Business Practices

12101 Neither Franchisee nor any of its Owners conducts any activity, or has failed to conduct any
activity, if such achion or maction constitutes a money laundering crime, including any money laundering crime
prohubited under the International Money Laundering Abatement and Anti-Terronst Finanang Act (the Patriot Act’)
and any amendments or successors thereto

12102 Neither Franchisee, nor any of the Owners of Franchisee nor any employee of erther
Franchisee or the Owners of Franchisee 1s named as a “Specially Designated Nationals’ or ‘Blocked Persons ’ as
designated by the United States Department of the Treasury s Office of Foreign Assets Control Currently, this hst1s
published under the internet website address www treas gov/offices/enforcement/ofac/sdn/ Franchisee 1s neither,
directly nor indirectly, owned or controlled by the government of any country that 1s subject to a Unuted States
embargo Nor does Franchisee or the Owners of Franchisee act, directly or indirectly, on behalf of the government of
any country that 1s subject to a United States embargo Franchisee agrees that 1t will notify Franchisor in writing
immediately of the occurrence of any event, which renders the foregoing representations and warranties of thus Section
mcorrect

12103 Franchisee represents that it understands and has been advised by legal counsel on the
requirements of the applicable laws referred to above, including the United States Foreign Corrupt Practices Act
(currently located at www usdoj gov/crniminal/fraud/fcpa html), any local foreign corrupt practices laws and the Patnot
Act (currently located at www epic org/pnivacy/terronsm/hr3162 html), and hereby acknowledges the importance to
Franchisor, the System and the parhes relationship of their respective comphiance with any applicable auditing
requirements and any requirement to report or provide access to information to Franchisor or any government, that s
made part of any Applicable Law Franchisee shall take all reasonable steps to require 1ts consultants, agents and
employees to comply with such laws prior to engaging or employing any such persons

1211 Survival The provisions of this Article shall not hmt, restramn or otherwise affect any nght or cause of
action which may accrue to Franchisor for any infringement of, violation of, or interference with, this Agreement, or
Franchisor s Marks, System, Trade Secrets, or any other proprnietary aspects of Franchisor’s business

ARTICLE 13
NATURE OF INTEREST, ASSIGNMENT

131 Assignment by Franchisor This Agreement s fully transferable by Franchisor, in whole or in part,
without the consent of Franchisee and shall inure to the benefit of any transferee or their legal successor to Franchusor’s
interests 1n this Agreement, provided, however, that such transferee and successor shall expressly agree to assume
Franchisor’s obligations under this Agreement Without limiting the foregoing, Franchusor may (1) assign any orall of
1ts nights and obligations under this Agreement to an Affiliate, (n) sell its assets, 1ts marks, or its System outright to a
third party (i) engage 1n a public offering of its securities, (1v) engage i a private placement of some or all of its
secunties (v) merge, acquire other corporations, or be acquired by another corporation, or (vi) undertake a refinancang,
recapitalization, leveraged buy-out or other economic or finanaial restructuring  Franchisor shall be permutted to
perform such actions without hability or obhgation to Franchisee who expressly and specifically watves any claims,

\\Fs1\apps\lhsmh\ PK\26035-6\1062497 doc
2016 LA SALSA FRANCHISE AGREEMENT 42



demands or damages ansing from or related to any or all of the above actions (or vaniations thereof) With regard to
any of the above sales, assignments and dispositions, Franchisee expressly and specifically waives any claimns,
demands or damages ansing from or related to the loss of Franchisor s name, Proprietary Marks (or any vanation
thereof) and System and/or the loss of associahon with or 1dentification of as Franchisor under this Agreement
Franchisee specifically waives any and all other claims, demands or damages arising from or related to the foregoing
merger, acquisthion and other business combination activibes including, without limitation, any claim of divided
loyalty, breach of iduaiary duty fraud, breach of contract or breach of the implied covenant of good faith and fair
dealing Franchisee agrees that Franchisor has the nght, now or in the future to purchase, merge, acquire or affibate
with an existing competitive or non-competitive franchise network, chain or any other business regardless of the
location of that chain s or business facihties, and to operate, franchise or license those businesses and/or faahtiesas La
Salsa® Restaurants operating under the Marks or any other marks following Franchisor’s purchase, merger, acquisiion
or affibation, regardless of the location of these facilities (which Franchisee acknowledges may be proximate to the
Restaurant) Franchisor shall have no hability for the performance of any obligations contained in this Agreement after
the effective date of such transfer or assignment

132 Assignment by Franchisee

1321 The nghts and duties created by this Agreement are personal to Franchusee This Agreement
has been entered into by Franchisor in rehance upon and in consideration of the singular mdividual or collective
character, reputation, skill attitude, business abiity, and financial capaaty of Franchisee, or if applicable, 1t s Owners
who will achvely and substanhally parhcipate m the development ownership and operation of the Restaurant
Accordingly, to protect the System, the Marks, the Trade Secrets, and the goodwill associated with the same, except as
otherwise may be permutted in this Agreement, neither Franchisee nor any Owner (other than Franchusor, if applicable)
shall, without Franchisor s prior written consent, directly or indirectly sell, assign transfer, convey, give away, pledge,
mortgage, hypothecate, or otherwise encumber, in whole or in part, any direct or indirect interest n this Agreement or
all or any substantial portion of the assets of the Restaurant or any other La Salsa Restaurant owned by Franchisee,
whether individually or collectively, in whole or in part, voluntanly or involuntarly, or any transfer of forty-nine
percent (49%) or more of the capital stock, membership interests, partnership rights or other equuty ownership interests
of Franchisee, other than the sale of Authorized La Salsa® Products m the ordinary course (an Assignment ) Any
such purported Assignment occurring by operation of law or otherwise without Franchisor’s prior wnitten consent shall
constitute a default of this Agreement by Franchisee, and shall be null and vord Except in the instance of Franchisee
advertising to sell the Restaurant and assign this Agreement in accordance with the terms of this Agreement,
Franchisee shall not, without Franchisor s prior written consent, offer for sale or transfer at public or private auction or
advertise publicly for sale or transfer, the furnishings, interior and exterior decor items, supples, fixtures, equipment,
Franchisee s Lease or the real or personal property used in connection with the Restaurant Franchisee may notmake
any Assignment to a pubhc Entity, or to any Entity whose direct or indirect parent’s securities are publicly traded and
no shares of Franchisee or any Owner of Franchisee may be offered for sale through the public offering of securities
To the extent that any prohibition on the pledge, hypothecation, encumbrance or granting of a security interest in this
Agreement or the assets of the Restaurant may be ineffechive under Applicable Law, Franchisee shall provide notless
than ten (10) days prior written notice (which notice shall contain the name and address of the secured party and the
terms of such pledge, hypothecation, encumbrance or secunity interest) of any pledge, encumbrance, hypothecation or
security interest in this Agreement or the assets of the Restaurant

1322 If Franchisee 1s an Entity, each of the following shall be deemed to be an Assignment of this
Agreement (1) the sale, assignment, transfer, conveyance, gift, pledge, mortgage or other encumbrance of more than
forty-nine percent (49%) 1n the aggregate, whether in one or more transactions, of the Equuty or voting power of
Franchisee, by operation of law or otherwise or any other event(s) or transaction(s) which, directly or indirectly,
effectively changes control of Franchisee, (u) the 1ssuance of any securities by Franchisee which itself or n combimnation
with any other transaction(s) results in 1ts Owners as constituted on the Effective Date, owning less than fifty-one
percent (51%) of the outstanding Equity or voting power of Franchusee, () if Franchusee 1s a Partnership, the
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resignation, removal, withdrawal, death or legal incapacity of a general partner or of any hmited partner ownung more
than forty-nine percent (49%) of the Partnership Rights of the Partnership, or the admussion of any additional general
partner, or the transfer by any general partner of any of its Partnership Rights in the Partnership, or any change m the
ownership or control of any general partner, (1v) the death or legal incapacity of any Owner of Franchisee owrung more
than forty-nine percent (49%) of the Equity or voting power of Franchisee, and (v) any merger, stock redemption
consohdation, reorgamization, recapitalization or other transfer of control of Franchisee, however effected If
Franchisee 1s an Entity, Franchisee shall promptly provide Franchisor with wntten notice (stating such information as
Franchisor may from time to time require) of each and every transfer, assignment and encumbrance by any Owner of
any direct or indirect Equity or voting nights in Franchusee, notwithstanding that the same may not constitute an
Assignment

1323 Franchisor will not unreasonably withhold its consent to any Assignment which 1s subject to
the restrictions of this Article, provided however, Franchisor may impose any reasonable condition to the granting of its
consent, and, requining Franchisee to satisfy any or all of the following conditions shall be deemed reasonable

(a) The sales price of the interest to be conveyed must not be so high, or the terms of the
sale so onerous, that, in the judgment of Franchisor, the transferee will be unhkely to properly mamntain, operate and
promote the Restaurant and meet the transferee s financial and other obhigations to Franchusor, third party supphers
and creditors This provision shall not create any hability to erther transferor or transferee on the part of Franchisor,
in the event that Franchisor approves the transfer and the transferee experiences finanaial difficulties

(b) Franchisee s wntten request for Franchisor's consent to Assignment must be
accompanied by a detalled description of the price and all matenal terms and conditions of the proposed
Assignment and the 1dentity of the proposed assignee and such other information as Franchisor may reasonably
request,

() Franchisor s receipt of an estoppel agreement indicating any and all causes of action,
if any, that Franchisee may have against Franchisor or if none exist, so stating, and a list of all Owners having an
interest in this Agreement or in Franchisee, the percentage mterest of Owner, and a list of all officers and directors,
in such form as Franchisor may requuire,

(d)  Franchisee s written request for consent to any Assignment must be accomparued by
an offer to Franchisor of a nght of first refusal to purchase the interest which 1s proposed to be transferred, on the
same terms and conditions offered by the thurd party prowvided that Franchisor may subshitute cash for any non-
cash consideration proposed to be given by such thurd party (in an amount determined by Franchisor reasonably
and 1n good faith as the approximate equivalent value of said non-cash consideration), and provided further that
Franchisee shall make representations and warranties to Franchisor customary for transactions of the type proposed
(the Purchase Option ) If Franchisor elects to exerase the Purchase Option, Franchusor or its nomunee, as
applicable, shall send wntten notice of such election to Franchisee within thirty (30) days of receipt of Franchisee s
request If Franchisor accepts such offer the traming and Admurustrative/Transfer Fees due by Franchisee in
accordance with this Agreement shall be waived by Franchisor, and the closing of the transaction shall occur withuin
one hundred and twenty (120) days following the date of Franchisor s acceptance Any materal change in the
terms of an offer prior to closing (or the failure to close the transaction within one hundred and twenty (120) days
following the wntten notice provided by Franchisee) shall cause 1t to be deemed a new offer, subject to the same
night of first refusal by Franchisor, or its thard-party designee, as in the case of the imitial offer Franchisor’s failure to
exercise such option shall not constitute consent to the transfer or a waiver of any other provision of this Agreement,
including any of the requirements of this Article with respect to the proposed transfer Franchisor may assign a nght
of furst refusal, in Franchisor s discretion to an Affihate or third party designee
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(e) Franchisee shall not be in default under the terms of thus Agreement (or any other
related agreement), the Manuals or any other obhgations owed Franchisor, and all of its then-due monetary
obhigations to Franchisor shall have been paid in full

(f) Franchisee, and its Owners, if Franchisee 1s an Entty, shall execute a General Release,

(8) The transferee/assignee shall have demonstrated to Franchisor s satisfaction that 1t
meets all of Franchisor s Then Current requirements for new La Salsa® Restaurant operators or for holders of an
interest in a franchuse or license, including, without imitation, possession of good moral character and reputation,
satisfactory credit ratings, acceptable business qualifications and the ability to fully comply with the terms of this
Agreement,

(h) 1f the transferee/assignee 1s a person whose native language 1s not English, or who
does not meet other cnteria that Franchisor specifies, the transferee/assignee may first need to score sufficiently
high as determined solely by Franchisor, on a professionally-administered Enghsh language proficiency
examunation,

(1)  The transferee/assignee shall have erther (a) assumed this Agreement by a written
assumption agreement approved by Franchusor, or has agreed to do so at'closing, and at closing executes an
assumption agreement approved by Franchisor, provided however, that such assumption shall not reheve
Franchisee (as transferor/assignor) of any such obligations or (b) at Franchisor’s option, shall have executed a
replacement franchise agreement on the Then Current standard form of franchise agreement used by Franchisor in
the State in which the Restaurant 1s being operated, provided, however, that the term of replacement franchise
agreement shall be the remaining term of this Agreement, and, at Franchusor s request, the transferor/assignor shall
have executed a continuing guarantee m favor of Franchisor of the performance and payment by the
transferee/assignee of all obligations and debts to Franchisor and 1ts Affihates under the replacement franchuse
agreement

()  If this Agreement has been executed pursuant to an Area Development Agreement
(whether or not such agreement remains in effect), that this Agreement and all other franchuse agreements executed
pursuant to such Area Development Agreement shall be concurrently transferred/assigned to the same assignee,

(k) The assignee shall agree to refurbish the La Salsa® Restaurant as needed (in
Franchisor’s discretion) to match the building design, trade dress, color scheme and presentation then used by
Franchisor within the twelve (12) month period preceding the assignment for 1ts La Salsa® Restaurants (such
refurbishment may include, without lhmutation, remodeling, redecoration and modifications to existing
mprovements),

(I)  There shall not be any suit, action or proceeding pending, or to the knowledge of
Franchisee any suit, achon or proceeding threatened, against Franchisee with respect to the La Salsa® Restaurant

(m) Upon submussion of Franchisee s request for Franchisor’s consent to any proposed
transfer or assignment, Franchisee shall pay to Franchisor an Admunustrative/Transfer Fee of $5,000 plus
Franchisor s out of pocket costs associated with the transfer, including costs of attorneys fees associated with the
transfer, and

(n) The transferee/assignee and its supervisorial and managenal employees who are
responsible for the operation of the Restaurant shall have satisfactonly completed Franchisor s Inihal Training
Program and shall have paid Franchisor the Initial Training Fee of $5,000 for the Initial Traiming Program for the
transferee/assignee
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1324 If Franchisee, or Franchisee s owners with a controlling interest, or Franchisee s supervisonal
and managerial personnel have successfully completed Franchisor s current Inihal Tramming Program and earned the
designationof Certified Trainer , Franchisee and Franchisee s Certified Tramer shall be responsible for training the
transferee/assignee at Franchisee s expense If Franchisee does not have a Certified Trainer on staff, Franchisor shall
train the transferee/assignee and one other supervisonal or managerial employee of Franchisee at Franchisee s expense
and Franchisee shall pay Franchisor a $10,000 transfer traiming fee for the Irutial Traming Program for the
transferee/assignee (the Transfer Training Fee )

1325 Franchisee and the transferee/assignee shall use an independent thurd party escrow company
designated by Franchisor i connection with their purchase and sale transaction

1326 Franchisor's consent to an Assignment shall not constitute a waiver of any claims it may have
agamnst the transferring party ansing out of this Agreement or otherwise, including (a) any payment or other duty
owed by Franchisee to Franchisor under this Agreement before such Assignment, or (b) Franclusee s duty of
mdemnification and defense as set forth in Section 17 2, whether before or after such Assignment, or (c) the obligation
to obtain Franchisor’s consent to any subsequent transfer

133  Entity Franchisee If a Franchisee 1s an Entity, the following provisions will apply

1331 Franchisee represents and warrants that the mformation set forth in Exhibit A, which 1s
annexed to this Agreement and by this reference made a part of thuis Agreement, 1s accurate and complete n all
material respects Franchisee shall notify Franchisor in writing within ten (10) days of any change 1n the information
set forth in Exhibit A, and shall submut to Franchisor a revised Exhibit A, certified by Franchisee as true, correct and
complete and upon acceptance thereof by Franchisor shall be annexed to this Agreement as Exhibit A Franchisee
promptly shall provide such additional information as Franchisor may from time to ime request concerrung all persons
who may have any direct or indirect financial interest in Franchisee

1332  Allof Franchisee s organizational documents (including articles of partnership, partnership
agreements, articles of incorporation, articles of organization, bylaws, shareholders agreements, trust instruments, or
their equivalent) will provide that the 1ssuance and transfer of any interest in Franchisee 1s restricted by the terms of
this Agreement, and that sole purpose for which Franchisee 1s formed (and the sole activity in which Franchisee 1s or
will be engaged) 1s the development and operation of Restaurants, pursuant to one or more franchise agreements from
Franchisor Franchisee shall submut to Franchisor, upon the execution of this Agreement and thereafter from time to
time upon Franchisor s request, a resolution of Franchisee (or 1ts goverrung body) confirming that Franchisee 1s in
comphiance with this provision

1333 All present and future Owners of a ten percent (10%) or more (directly or ndirectly), in the
aggregate, of the Equity or voting nights in Franchisee, will execute a wntten guarantee in a form prescribed by
Franchusor, personally, irrevocably and unconditionally guaranteeing, jointly and severally, with all other guarantors,
the full payment and performance of Franchisee s obhigations to Franchusor and to Franchusor’s Affilates For purposes
of determining whether said ten percent (10%) threshold 1s satisfied, holdings of spouses, family members and
Affihates shall be aggregated Upon each transfer or assignment of an interest in Franchisee or other change 1n
ownership nterests in Franchisee, and at any other time upon Franchisor s request, said holders shall re-execute a
wnitten guarantee 1n a form prescribed by Franchisor

1334 Securtties, partnership or other ownership interests in Franchisee may not be offered to the
public under the Securities Act of 1933, as amended, nor may they be registered under the Securities Exchange Act of
1934, as amended, or any comparable federal, state or foreign law, rule or regulation Such interests may be offered by
pnivate offering or otherwise only with the pnor wntten consent of Franchisor which consent shall not be
unreasonably withheld All matenals required for any such private offering by federal or state law shall be submutted
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to Franchisor for a hmited review as discussed below prior to being filed with any governmental agency, and any
maternals to be used in any exempt offering shall be submutted to Franchisor for such review prior to theiruse Nosuch
offering by Franchisee shall imply that Franchusor is participating i an underwntng, 1ssuance or offering of securities
of Franchusee or Franctusor, and Franchisor’s review of any offering matenals shall be hmited solely to the subject of
the relatonship between Franchisee and Franchisor and its Affihates Franchisor may, at its option, require
Franchisee’s offering materials to contain a wnitten statement prescribed by Franchisor concerrung the himutations
descnbed 1n the preceding sentence Franchisee, 1ts Owners and the other participants in the offering must fully
defend and indemnify Franchisor, and 1ts Affihates, their respective partners and the officers, directors, manager(s) (if
a hmited hability company), shareholders, members, partners agents, representatives, independent contractors,
servants and employees of each of them, from and against any and all losses, costs and hability m connection with the
offering and shall execute any additional documentation required by Franchusor to further evidence this mdemruty For
each proposed offering, Franchisee shall pay, in addition to the Administrative/Transfer Fee required under Section
13 2 3(m), to Franchisor a non-refundable fee of $5,000, or such greater amount as 1s necessary to reimburse Franchisor
for its reasonable costs and expenses associated with reviewing the proposed offering, including without limitation,
legal and accounting fees Franchisee shall give Franchisor written notice at least thirty (30) days prior to the date of
commencement of any offering or other transaction covered by this Section

134 Assignment to a Controlled Entity

1341 If Franchisee is one or more individuals, and in the event that Franchisee proposes to transfer
all of its interest in this Agreement and the assets of the Restaurant operated under this Agreement to an Entity formed
by Franchisee solely for the convenience of ownership, Franchisee may (without paying the Admurnustrative/Transfer
Fee specified m Section 13 2 3(m)), with Franchisor s written consent to such transfer may be conditioned on the
followmng requirements

(a) Upon Franchisor s request, Franchisee dehivering to Franchisor a true, correct and
complete copy of the transferee Entity s articles of incorporation or articles of organization, bylaws operating
agreement partnership agreement, and other organizahonal documents and Franchisor has accepted the same,

(b) The transferee Entity s articles of incorporation or articles of organization, bylaws
and operating agreement, as.applicable, shall provide that its activities are confined exclusively to operating the
Restaurant operated under this Agreement,

()  Franchisee directly owns not less than fifty-one percent (51%) of the Equity and
voting nights of the transferee Entity,

(d) Such Entity 15 1n good standing 1n 1ts junsdiction of organization and each other
jurisdichion where the conduct of 1ts busmness or the operation of its properties requires 1t to be so qualified,

() The person designated by Franchisee as the Operating Principal or Director of
Operations has exclusive day to-day operational control of the Restaurant,

(f)  Such Entity conducts no other business than the operation of Restaurants,

(8) Such Entity assumes all of the obligations under this Agreement pursuant to written
agreement, the form and substance of which shall be acceptable to Franchisor,

(h) Each individual compnsing Franchisee, and all present and future owners of ten
percent (10%) or more (directly or indirectly), in the aggregate, of the Equity or voting rights of Franchusee shall
execute a wntten guarantee, in a form prescribed by Franchisor, personally, irrevocably and unconditional
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guaranteeing, jointly and severally, with all other Guarantors, the full payment and performance of all of the
obligations to Franchuisor and its Affiliates under this Agreement,

(1)  That none of the Owners of the Equity of the transferee Entity 15, directly or indirectly,
engaged in a Competitive Activity,

() At Franchisor’s request, Franchisee shall, and shall cause each of 1ts Affihates who
have executed a franchise agreement and each direct or indirect parent or subsidiary of such Affiliate, to execute
and deliver to Franchisor a General Release, and

(k) Franchisee shall remburse Franchisor for all direct and indirect costs and expenses
Franchisor may wncur in connection with the transfer, including attorney s fees

1342 In the event that Franchisee exercises its rights under Section 13 4 1 then Franchisee and such
assignee Entity shall affirmatively covenant to continue to satisfy each of the conditions set forth in Sechion 134 1
throughout the term of this Agreement

ARTICLE 14
DEFAULT AND TERMINATION

141  General Franchisor shall have the right to terminate this Agreement only for cause  Cause 1s
hereby defined as a default of this Agreement Franchisor shall exercise 1ts right to terminate this Agreement upon
notice to Franchisee upon the following circumstances and manners

142 Automatic Termination Without Notice Subject to Applicable Laws of the junisdiction in which the
Restaurant operated under this Agreement s located to the contrary, Franchisee shall be deemed to be in default under
this Agreement, and all rights granted in this Agreement shall at Franchisor’s election automatically terminate without
notice to Franchisee if (1) Franchisee shall be adjudicated bankrupt or judicially determined to be insolvent (subject to
any contrary provistons of any applicable state or federal laws), shall admut to its inability to meet1ts financial obhgations
as'they become due, or shall make a disposition for the benefit of 1ts creditors, (1) Franchusee shall allow a judgment
against lum 1n the amount of more than $25,000 to remain unsatisfied for a penod of more than thirty (30) days (unless a
supersedeas or other appeal bond has been filed), (1) the Restaurant, the Prenuses or Franchisee s assets are seized,
taken over or foreclosed by a government official in the exercise of 1ts duhes, or seized, taken over, or foreclosed by a
creditor or lienholder provided that a final judgment against Franchisee remains unsatisfied for thirty (30) days (unless a
supersedeas or other appeal bond has been filed), (1v) a levy of execution of attachment has been made upon the license
granted by this Agreement or upon any property used in the Restaurant, and 1t 1s not discharged within five (5) days of
such levy or attachment, (v) Franchisee permits any recordation of a notice of mechanics lien agamnst the Restaurant or
any equipment at the Restaurant which 1s not released within sixty (60) days, or if any person commences any action to
foreclose on the Restaurant or said equipment, (vi) Franchisee allows or permuts any judgment to be entered agamnst
Franchusor or any of its Affthates arising out of or relating to the operation of the Restaurant, or (vi1) a condemnation or
transfer 1n lieu of condemnation has occurred

143  Option to Terminate Without Opportunity to Cure Franchisee shallbe deemed to be in defaultand
Franchisor may, atits option, termuinate this Agreement and all rghts granted under this Agreement without affording
Franchisee any opportunity to cure the default, effechve immediately upon receipt of notice by Franchisor upon the
occurrence of any of the following events

1431 Abandonment If Franchisee shall abandon the Restaurant. For purposes of this Agreement,
“abandon shall refer to (1) Franchisee s failure, at any time during the term of this Agreement, to keep the Prenuses or
Restaurant open and operating for business for a period of five (5) consecutive days, except as provided in the
Manuals, (n) Franchisee s failure to keep the Premuses or Restaurant open and operating for any peniod after whichitis
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not unreasonable under the facts and circumstances for Franchisor to conclude that Franchisee does not intend to
continue to operate the Restaurant, unless such failure to operate 1s due to Force Majeure (subject to Franchisee’s
continuing comphance with this Agreement), (i) failure to actively and continuously mamntamin and answer the
telephone listed by Franchisee for the Restaurant solely with the La Salsa® name, (1v) the withdrawal of permission
from the applicable lessor that results in Franchisee’s inability to continue operation of the Restaurant; or (v) closing of
the Restaurant required by Apphcable Law if such closing was not the result of a violation of this Agreement by
Franchisor

1432 Assignment, Death or Incapaaty If Franchisee shall purport to make any Assignment
without the prior wnitten consent of Franchusor, provided, however, that if the Restaurant continues to be operated in

conformuty with this Agreement (1) upon prompt written request and upon the death or legal incapaaty of a Franchisee
who 1s an individual, Franchisor shall allow up to six (6) months after such death or legal incapacity for the hers,
personal representatives, or conservators (the Hers ') of Franchisee either to enter into a new Franchise Agreement
upon Franchisor s then current form (except that no Imtial Franchise Fee or Adminustrative/Transfer Fee shall be
charged), if Franchisor 1s subjectively satisfied that the Heirs meet Franchisor s standards and qualifications, or if not so
satisfied to allow the Heurs to sell the Restaurant to a person approved by Franchisor, or (1) upon prompt written
request and upon the death or legal incapacity of an Owner owrung twenty percent (20%) or more of the Equty or
voting power of a corporate or limited habihity company Franchisee, or a general or hmited partner owning twenty
percent (20%) or more of any of the Partnership Rights of a Franchisee which 1s a Partnershup, Franchisor shall allow a
period of up to six (6) months after such death or legal incapaaity for the Heirs to seek and obtain Franchisor s consent
to the transfer or Assignment of such stock, membership interests or Partnership Rights to the Heirs or to another
person acceptable by Franchisor If, within said six (6) month penod, the Heirs fail erther to enter into a new franchuse
agreement or to sell the Restaurant to a person approved by Franchisor pursuant to this Agreement, or fail either to
receive Franchisor's consent to the Assignment of such Equity to the Heirs or to another person acceptable by
Franchisor, as provided in this Agreement, this Agreement shall thereupon automatically terminate

1433 Repeated Defaults If Franchisee shall default in any obligation as to which Franchuisee has
previously received three (3) or more written notices of default from Franchisor setting forth the default complained of
within the preceding twelve (12) months, such repeated course of conduct shall itself be grounds for termmation of thus
Agreement without further notice or opportunuty to cure

1434 Misrepresentation If Franchisee makes any matenal musrepresentations in connection with
the execution of this Agreement or the Operations of the Restaurant

1435 Violation of Law If Franchisee fails, for a period of ten (10) days after having received
notification of noncomphance from Franchisor or any governmental or quasi-governmental agency or authority, to
comply with any federal, state or local law or regulation apphcable to the operation of the Restaurant

1436 Health or Safety Violations If Franchisee s operation of the Restaurant constitutes an
imminent danger to the pubhic health or if Franchisee sells unauthorized products to the public after notice of default
and thereafter sells such products whether or not Franchisee has cured the default after one or more notices

1437 Under Reporting If an audit or investgation conducted by Franchisor discloses that
Franchisee has knowingly maintaimed false books or records, or submutted false reports to Franchisor, or knowingly
understated 1ts Gross Sales or withheld the reporting of the same as provided in this Agreement

1438 Cnminal Offenses If Franchisee or any of its Owners, officers, directors, or key employees s
convicted of or pleads guilty or nolo contendere to a felony or any other crime or offense that 1s reasonably likely n the
sole opinon of Franchisor to adversely affect Franchisor’s reputation, System, Marks or the goodwill associated
therewith, or Franchisor s interest therein, provided, however that if the crime or offense 1s commutted by an Owner
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other than an Operating Principal, then Franchisor may only terminate on account thereof if such Owner fails withun
thirty (30) days after the conviction or guilty plea, whichever first occurs, to sell its interest in Franchisee to Francltusee s
other Owners

1439 Intellectual Property Misuse If Franchisee matenally misuses or makes any unauthonzed
use of the Marks or otherwise matenally impairs the goodwill associated therewith or Franchisor’s rights theremn, or
takes any action which reflects matenally and unfavorably upon the operation and reputation of the Restaurant or the
LA SALSA® chain generally Franchusee s unauthorized use, disclosure, or duplication of the Trade Secrets’,
excluding independent acts of employees or others if Franchisee shall have exerased 1its best efforts to prevent such
disclosures or use

14310 ImproperInventory If Franchisee fails to purchase and maintan i mventory such types and
quantihes of La Salsa’ Brand Products, Proprietary Products or Non-Proprnietary Products as are needed to meet
reasonably anhapated consumer demand and/or if Franchisee shall purchase La Salsa Brand Products, Propnetary
Products or Non-Proprietary Products from any supphers other than Franchisor or 1ts designees, and fails to cure such
defaults within three (3) days after having recerved notification to do so from Franchisor

14311 Otherwise Incurable If Franchisee shall Default m any obligation under this Agreement that
by 1ts nature 1s not capable of being cured by Franchisee

144  Termination With Notice and Opportunity To Cure Except for any default by Franchisee under
Sections 14 2 or 14 3, and as otherwise expressly provided elsewhere in this Agreement Franchisee shall have ten (10)

days (five (5) days in the case of any defauit in the imely payment of sums due to Franchisor or 1ts Affiliates) after
Franchisor s wnitten notice of default within which to remedy any default under this Agreement, and to provide
evidence of such remedy to Franchisor If any such default is not cured within that tme pernod, or such longer time
period as Applicable Law may require or as Franchisor may specify 1n the notice of default, this Agreement and all
nights granted by it shall thereupon automatically terminate without further notice or opportunity to cure

145 Reimbursement of Franchisor Costs In the event of a default by Franchisee, all of Franchisor’s costs
and expenses ansing from such default, including reasonable legal fees and reasonable hourly charges of Franchisor’s
admunustrative employees shall be paid to Franchisor by Franchisee within five (5) days after cure orupon demand by
Franchusor if such default 1s not cured

146  Cross-Default Except for a default or termination of any Area Development Agreement consisting
solely of Franchisee s failure to meet the development schedule thereunder, any default by Franchisee under the terms
and conditions of this Agreement any Lease, or any other agreement between Franchisor (or its Affihate), and
Franchisee (or any Affihate of Franchisee), or any default by Franchisee (or any Affilate of Franchisee) of its
obligations to any Co-Op Advertising Region of which 1t 1s a member, shall be deemed to be a default of each and
every said agreement Furthermore, in the event of termunation, for any cause, of this Agreement or any other
agreement between the parties to this Agreement, Franchisor may, at its option, termmate any or all said agreements

147 Notice Required By Law Notwithstanding anything to the contrary contamed in this Article, n the
event any vahd, Apphcable Law of a competent Governmental Authority having jurisdiction over this Agreement and
the parties to this Agreement shall hrmit Franchisor s nghts of termination under this Agreement or shall requure longer
notice periods than those set forth above, this Agreement shall be deemed amended to conform to the mirumum notice
periods or restricions upon termination required by such laws and regulations Franchisor shall not, however, be
precluded from contesting the validity, enforceability or application of such laws or regulations in any action, hearing
or dispute relating to this Agreement or the termunation thereof

148 Interim Management To protect the System, the Marks, the Trade Secrets, and the goodwill
associated with the same after Franchisor has given Franchisee written notice that Franchisee 1s in default, Franctusor
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may (butis not obhgated to) assume interim management of the Restaurant during the pendency of any cure period or
in lieu of immediately terminating this Agreement If Franchisor elects to assume mterim management of the
Restaurant (1) Franchisor s elechon will not reheve Franchisee of Franchisee s obligations under this Agreement, (1)
Franchusor will not be iable for any debts, losses costs or expenses incurred in the operation of the Restaurant during
any such internm management penod, (1) Franchisor will have the night to charge a reasonable fee for the
management services, and (1v) Franchisee agrees to, and hereby does, indemmfy and hold Franchisor harmless agamnst
any and all claims, demands, judgments, fines, losses, liabihities, costs amounts paid 1n settlement and reasonable
expenses (including, but not hmuted to attorneys fees) incurred in connection with the interim management of the
Restaurant, other than those ansing solely from the gross neghgence or willful misconduct of Franchisor

149  Termunation by Franchisee Franchisee may terminate this Agreement due to a matenal defaultby
Franchasor of its obhigations under this Agreement, which default 1s not cured by Franchisor within sixty (60) days after
Franchisor’s receipt of prompt written notice by Franchisee to Franchisor detaihing the alleged default with speafiaty,
provided, that 1if the default is such that 1t cannot be reasonably cured within such sixty (60) day perod, Franchisor
shall not be deemed 1n default for so long as 1t commences to cure such default within sixty (60) days and dihigently
continues to prosecute such cure to completion This 1s a material term of thus Agreement and the Arbitrator shall not,
and shall not have the power or authonty to, waive, modify or change this requirement in any arbitration proceeding
or otherwise If Franchisee terminates this Agreement pursuant to this Section, Franchusee shall comply with all of the
terms and conditions of Article 15

ARTICLE 15
RIGHTS AND OBLIGATIONS UPON TERMINATION

151 General To protect the System, the Marks, the Trade Secrets, and the goodwill associated with the
same upon the expiration or termination of Franchisee’s nghts granted under this Agreement

1511 Franchisee shall immmediately cease to use all Trade Secrets, the Marks, and any confusingly
similar trademark, service mark, trade name, logotype, or other commercial symbol or insigma Franchisee shall
immediately return the Manual and all written materials incorporating Trade Secrets and all copies of the whole or any
part thereof to Franchisor Franchisee shall at its own cost, make cosmetic changes to the Restaurant so thatit no longer
contains or resembles Franchisor’s proprietary designs, including Franchisee shall remove all La Salsa® identifying
matenals and distinctive La Salsa® cosmetic features and firushes, soffits, interior wall covenngs and colors, exterior
fimishes and colors and signage from the Franchised Location as Franchisor may reasonably direct

1512 If Franchusor so elects, at1its sole option, upon any termination or expiration of this Agreement
Franchisee will sell to Franchisor such equipment and furmishings as Franchisor may designate that are associated with
the La Salsa® Restaurant at its net book value, using a five (5) year straight line amortzation period Franchisor shall
have no other payment obligations to Franchisee, and Franchisee specifically waives any and all claims to be paid for
other equipment, furmishings, fixtures, products, supphes or the goodwill associated with the terminated La Salsa®
Restaurant (which goodwill Franchisee acknowledges 1s owned exclusively by Franchisor) Franchisor may offset
against any obligations 1t may have pursuant to this Section any amounts owed by Franchisee to Franchisor

1513 Franchisor may retamn all fees paid pursuant to this Agreement, and Franchisee shall
immediately pay any and all amounts owing to Franchisor and its Affihates If this Agreement terminates due to any
default of Franctusee, such sums shall include all damages, costs, and expenses, including reasonable attorneys fees,
incurred by Franchisor as a result of the default, which obligation shall give nise to and remain, untl paid in full, a hen
in favor of Franchisor against any and all leasehold improvements, fixtures, furnishings and equipment, inventory,
supplies and vehicles located at or used in connection with the Restaurant, together with all accounts, payment
intangibles, attachments, accessores, additions substituhons and replacements, all cash and non-cash proceeds
derived from msurance or the disposition of such assets, all nghts of Franchisee to use the Marks, patents, copynghts
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and their registrations, trade secret information and other proprietary nghts, and all nghts granted, owned or hcensed
to Franchisee under this Agreement for the use of the Marks, trade names, trade styles, patents, copyrights, trade secret
informahion and other proprretary rights Franchisee hereby appoints Franchisor as 1ts attorney in fact, wath full power
and authonty to execute on Franchisee s behalf such documents as are necessary to obtain and perfect such lien
Franchisor shall have the nght to set off any amounts which 1t deems are payable to 1t by Franchisee

1514 Inaddition to the foregoing, Franchisee shall pay Franchusor, withun thrty (30) days following
the date of termmnation, an amount equal to the product of two (2) multiphed by the total royalty fees paid (or if
unpaid, payable) by Franchisee during the twelve (12) months immediately preceding the effechve date of termunation
to account for the actual damages that Franchisor shall suffer as a result of the termination of this Agreement during
the two (2) year period that Franchisor esimates will expire while Franchusor searches for a replacement franchisee for
the Restaurant or for a replacement restaurant in the trade area of the Restaurant In this regard, Franchisor and
Franchisee acknowledge and agree that it would be 1impossible and impracticable to determine the precise amount of
damages Franchisor will mcur upon the termination of this Agreement due to the complications mnherent 1n
determining the amount of revenue lost by Franchisor because of the uncertainty regarding the number of months that
will expire while Franchisor searches for a replacement franchusee for the Restaurant or for a replacement restaurant in
the trade area of the Restaurant Franchisor and Franchisee further acknowledge and agree that this calculation of
Franchisor’s potential damages 1s a reasonable, good-farth esimate of such damages If Franchisor 1s unable to make
this calculation because of Franchisee s failure to report the Gross Sales of the Restaurant, Franchisor may eshmate the
Gross Sales of the Restaurant for the applicable period based upon the historical financial information available to
Franchisor at such time

1515 Any and all obhigations of Franchisor to Franchisee under this Agreement shallimmediately
cease and termunate

1516 Any and all nghts of Franchisee under this Agreement shall immediately cease and termunate,
and Franchisee shall immediately cease and thereafter reframn from representing itself as then or formerly a Franctusee
or other Affihate of Franchisor

1517 Franchisor shall have the option, exercisable by wntten notice withun thirty (30) days after the
termunation of this Agreement, to take an assignment of all telephone numbers (and associated listings) for the
Restaurant, and Franchisee shall notify the telephone company and all isting agencies of the termunation or expiration
of Franchisee’s right to use any telephone number and any classified or other telephone directory listings associated
with the Restaurant, and authonze and mstruct their transfer to Franchisor Franchusee shall dehiver all goods and
materals containing the Marks to Franchisor and Franchisor shall have the sole and exclusive use of any items
containing the Marks Franchisee 1s not entitled to any compensation from Franchisor if Franchisor exercises this
option

1518 If Franchisor shall have authonzed Franchisee to use the Marks, or any of them in connection
with the Internet, any website, or e-mail address, Franchisee shall, at Franchisor s option cancel or assign to Franchisor
or its designate all of Franchisee’s right, title and interest in any Internet websites or web pages, e-mail addresses,
domain name listings and registrations which contain the Marks, or any of them, in whole or 1n part, and Franchisee
shall notify Vernisign (Network Solutions), register com, or other applicable domain name registrar and all listing
agencies, upon the termination or expiration of this Agreement, of the termmation of Franchusee s right to use any
domarn name, web page and other Internet devise associated with Franchisor or the Restaurant, and authorize and
nstruct their cancellation or transfer to Franchisor, as directed by Franchisor Franchisee 1s not entitled to any
compensation from Franchusor if Franchisor exercises its said nights or options  For the avoidance of doubt nothingin
this Section shall be deemed to permut Franchisee to use the Marks, or any of them in connection with the Internet,
except with the prior consent of Franchisor as provided 1n this Agreement
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152  Survival of Obligations Termination or expiration shall be without prejudice to any other rightsor
remedies that Franchisor or Franchisee, as the case may be, shall have in law or in equity, mcluding, without mitation,
the nght to recover benefit of the bargain damages In no event shall a termmation or expiration of this Agreement
affect Franchisee s obhgations to take or abstain from taking any action in accordance with this Agreement The
provisions of this Agreement which by their nature or expressly constitute post termination (or post-expiration)
covenants and agreements including the obhgation of Franchisor and Franchisee to resolve any and all disputes by
reference, shall survive the termunation or expiration of this Agreement

153 No Ownership of Marks Franchisee acknowledges and agrees that rights in and to Franchisor s
Marks and the use thereof shall be and remain the property of Franchisor Franchisee acknowledges and agrees that
the use of the Marks after termination or exprration of this Agreement constitutes an unauthorized use of an identical
mark and Franchisor shall be entitled to damages due to, but not limuted to, trademark infringement and
counterferting

154  Government Filings In the event Franchisee has registered any of Franchisor s Marks or the name
La Salsa® as part of Franchisee s assumed, fichtious or corporate name, Franchisee shall promptly amend such
registration to delete Franchisor s Marks and any confusingly siular marks or names therefrom

ARTICLE 16
INSURANCE

161  Insurance Franchisee shall obtain and mantain (at all times during the Term) insurance coverage n
the types and amounts of coverage and deductibles specified 1n the Manuals which shall in each instance designate
Franchisor and 1ts designated Affiliates as additional named insureds, with an insurance company approved by
Franchisor, which approval shall not be unreasonably withheld

162  Useof Proceeds In the eventof damage to the Restaurant covered by insurance the proceeds of any
such msurance shall be used to restore the Restaurant to its onginal condition as soon as possible, unless such
restoration 1s prohibrted by the Franchised Location Lease or Franchsor has otherwise consented to in wrihng Upon
the obtamning of such mnsurance, Franchisee shall promptly provide to Franchisor proof of such msurance coverage
and/or at such other imes upon the request of Franchisor

163  Proof of Insurance Franchisee shall, prior to opening the Restaurant, (and from time to time, within
10 days after a request therefor from Franchisor, and annually thereafter provide evidence of the renewal or extension
of each insurance pohcy) file with Franchisor, certificates of such mnsurance on the additional-insured Grantor of
Franchise Form CG 2029 or an insurer s comparable form and shall promptly pay all premiums on the pohices as they
become due In addition, the policies shall contain a provision requiring 30 days prior written notice to Franchisor of
any proposed cancellation, modification, or termunation of insurance If Franchisee fails to obtain and maintain the
required insurance, Franchisor may, at its option, in addition to any other rights 1t may have, procure such insurance
for Franchisee without notice and Franchisee shall pay, upon demand, the premiums and Franchisor s costs m taking
such achon In addition to all other insurance required under this Article 16, Franchisee shall obtain and maimntain
Employment Practices Liability Insurance throughout the Term

ARTICLE 17
RELATIONSHIP OF PARTIES, DISCLOSURE

171  Relationship of Franchisee to Franchisor It 1s expressly agreed that the parties intend by this
Agreement to establish between Franchisor and Franchisee the relationshup of franchisor and franchisee Itis further
agreed that Franchisee has no authonty to create or assume in Franchisor s name or on behalf of Franchisor, any
obligation, express or implied, or to act or purport to act as agent or representative on behalf of Franchisor for any
purpose whatsoever Neither Franchisor nor Franchisee 1s the employer, employee, agent, partner or co-venturer of or
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with the other, each being iIndependent Franchisee agrees that it shall not under any arcumstances hold itself out as
the agent, representative, employee, partner or co-venturer of Franchisor All employees hired by or working for
Franchisee shall be the employees of Franchisee and shall not, for any purpose, be deemed employees of Franchisor or
subject to Franchisor’s direct or indirect control, most particularly with respect to any mandated or other insurance
coverage, tax or contributions, or requirements pertaining to withholdings, levied or fixed by any Governmental
Authonty Franchisee and Franchisor will each file their own tax, regulatory and payroll reports and be responsible for
all employee benefits and workers compensation insurance payments with respect to their respective employees and
operations, saving and indemnifying the other party to this Agreement of and from any habihity of any nature
whatsoever by virtue thereof Franchisee acknowledges and agrees that Franchisor will not have the power to hire or
fire Franchisee s employees Franchisee expressly agrees, and will never contend otherwise, that Franchusor’s authonty
under thus Agreement to certify Franchisee s supervisorial or managenial personnel for qualification to perform certain
functions at the Restaurant does not directly or indirectly vest in Franchisor the power to hure, fire or control any
of Franchisee s personnel Franchisee alone shall be solely responsible for all hiring and employment decisions and
functions relating to the Restaurant, including, without hmrtation, those related to hiring, fining, training, estabhshing
remuneration, compliance with wage and hour requirements, personnel policies, benefits, recordkeeping, supervision
and disciphne of employees, regardless of whether Franchisee has recerved advice from Franchusor on these subjects or
not Franchisee acknowledges and agrees that any guidance Franchisee receives from Franchusor regarding
employment policies should be considered as examples, that Franchusee alone 1s responsible for establishing and
implementing its own employment policies, and that Franchisee understands that Franchisee should do so n
consultahon with local legal counsel experienced in employment law Neither shall have the power to bind or obhgate
the other except specifically as set forth in this Agreement Franchisor and Franchisee agree that the relationship
created by this Agreement 1s one of independent contractor and not a fiduciary relationship

172 Indemnity

1721 Franchisee shall protect, defend and indemnify Franchisor, and all of its past, present and
future Owners, Affiliates, officers, directors, employees, attorneys and designees and each of them, and hold them
harmless from and against any and all costs and expenses, including attorneys’ fees, court costs, losses, habihtes,
damages, claims and demands of every kind or nature on account of any actual or alleged loss, injury or damage to any
person or Entity or to any property ansing out of or in connection with Franchisee s development, construction or
operation of the Premises or the Restaurant under this Agreement, except to the extent caused by Franchisor s
intentional misfeasance, gross neghgence or maternial default of its obhgations under this Agreement

1722 Franchusor shall protect, defend and indemmfy Franchisee, its Owners, Affihates, officers,
directors, employees and attorneys and each of them from any hiability or damage any of them may mncur, including
reasonable attorney s fees, as a result of third party claims, demands costs, or judgments of any kind or nature, ansing
out of Franchisor s intentional misfeasance, gross negligence or matenal breach of its obhigations under this Agreement,
except to the extent caused by the intentional misfeasance, gross negligence or matenal breach by Franchisee (or any of
its Owners, Affilates, officers, directors, employees or attorneys) of obhgations under this Agreement

1723 Each party entitled to iIndemmification under this Agreement shall give the mdemrufying party
prompt written notice of any claim for which the indemnified party demands indemmty (provided that such obligatton
shall not constitute a condihon to the mdemnifying party s indemnification obligation uniless the indemnifying party
has been matenally harmed by such delay) Franchisor shall retain the full nght and power to direct, manage, control
and settle the ihgation of any claim  Each indemnified party shall submut all indemniftable claims to its insurers in a
timely manner Any payments made by an indemnified party shall be net of benefits received by any mdemnified
party on account of insurance 1n respect of such claims
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ARTICLE 18
DISPUTE RESOLUTION

181 Arbitration Except as provided in Sections 18 2 and 18 3 and except as precluded by Apphcable Law,
any controversy or claim between Franchisor and Franchisee arising out of or relating to this Agreement or any alleged
default under thuis Agreement, including any 1ssues pertaining to the arbitrability of such controversy or claim and any
claim that this Agreement or any part of this Agreement 1s invalid, illegal, or otherwise voidable or void, shall be
submutted to binding arbitration conducted before and in accordance with the Commeraal Rules of the American
Arbitration Association (" AAA ), by one arbitrator selected by Franchisor and Franchisee in accordance with said
rules Judgment upon any award rendered may be entered in any Court having junsdiction thereof Except to the
extent prohubited by Applicable Law (1) the proceedings shall be held in Los Angeles, California, (n) all arbitration
proceedings and claims shall be filed and prosecuted separately and individually in the name of Franchisee and
Franchisor, and not in any representative capacity, and shall not be joined or consolidated, or otherwise filed
concurrently i the same proceeding, with claims asserted by or agamst any other licensee, franchisee or area
developer, and (1) the arbitrator shall have no power or authonty to grant purutive or exemplary damages as part of
its award The party mitiating a claim or counterclaim n any arbitration proceedings shall pay all filing fees related
thereto Inno event may the matenal provisions of this Agreement, or any ancillary agreementexecuted in connection
with this Agreement, including, but not imuted to the method of operation, authorized product hne sold or monetary
obhgations specified in this Agreement, amendments to this Agreement or in the Manuals be waived, modified or
changed by the arbitrator at any arbitration heaning The substantive law appled 1n such arbitration shall be as
provided in Section 18 5 The arbitration and the parties agreement to arbitrate shall be deemed to be self-executing,
and if exther party fails to appear at any properly-noticed arbitration proceeding, an award may be entered agamnst
such party desprte said failure to appear The arbitral decision shall be binding and conclusive on the partes A
judgment confirming the award may be given by any Califormia court having jurisdiction, or that court may vacate,
modify, or correct the award in accordance with the prevailing provisions of the Califorma statute governing
arbitration  All 1ssues relating to arbitrability or the enforcement of the agreement to arbitrate contained in this
Agreement shall be governed by the Federal Arbitration Act (9 U S C § 1 et seq ), notwithstanding any provision of thus
Agreement speafying the state law under which thus Agreement shall be governed and construed The parties agree to
be bound by the provisions of the limitations on the period of ime in which claims must be brought under Applicable
Law or this Agreement, whichever expires earlier The parties further agree that, in connection with any arbitrahon
proceedmg conducted under this Agreement, each party must submit or file any claim which would constitute a
compulsory counterclaim (as defined by Rule 13 of the Federal Rules of Civil Procedure) withun the same proceeding as
the claim to which it relates  Any such claim which is not submutted or filed as described above shall be forever barred

182  Exceptions to Arbitration The arbitration provision in Section 18 1 shall not apply to (1) any action
for mjunctive or other provisional relef, including, but not hmted to, enforcement of liens, secunity agreements, or
attachments, which a party deems to be necessary or appropnate to compel the other party to comply with 1ts
obhigations under this Agreement, or (n) any action Franchisor deems to be necessary or appropnate to protect the
Marks and Trade Secrets of Franchisor Any claim or dispute involving or contesting the validity of any of the Marks
shall not be subject to arbitration

183  Other Remedies Nothingn this Article 18 shall prejudice the right of any party to obtamn provisional
relief or other equitable remedies from a court of competence junsdiction as shall otherwise be available under
Applicable Law

184  Mediation Notwithstanding anything to the contrary in Section 18 1, before either party may mitiate
any arbitration proceeding as described above (other than suits described in Section 18 3), Franchisor and Franchisee
pledge to attempt first to resolve any Dispute pursuant to mediation conducted in accordance with the Commeraial
Mediation Rules of the AAA unless Franchisor and Franchisee agree on alternative rules and a mediator within fifteen
(15) days after either party first gives notice of mediation Mediation shall be conducted in Orange County, Cahfornia,
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and shall be conducted and completed within forty five (45) days following the date either party first gives notice of
mediation unless otherwise agreed to in writing by Franchusor and Franchisee If the parhes fail to complete mediation
within the forty-five (45) day period, either Franchisor or Franchisee may irutiate an arbitration pproceeding in
accordance with Section 181 The fees and expenses of the mediator shall be shared equally by Franchisor and
Franchisee The mediator shall be disqualified as a witness, expert or counsel for any party with respect to the Dispute
and any related matter Mediation 1s a compromuse negohation and shall constitute privileged communications under
California and other Applicable Laws The entire mediation process shall be confidential and the conduct, statements,
promuses, offers, views and opinions of the mediator and Franchisor and Franchusee shall not be discoverable or
admussible in any legal proceeding for any purpose, provided, however, that evidence which 1s otherwise discoverable
or admissible shall not be excluded from discovery or admussion as a result of 1ts use n the mediation Notwithstanding
anything to the contrary set forth in this Agreement, any party that fails to reasonably cooperate in scheduling and
completing a mediation within forty-five (45) days after giving or receiving notice thereof shall be precluded from
recovenng costs, expenses, and/or prevailling party attorneys fees m any subsequent arbitration or other legal
proceeding

185  Governing Law This Agreement takes effect upon its acceptance and execution by Franchisor in
California, and shall be interpreted and construed under the laws of the State of Califorrua, except for the provisions n
of Sections 12 1 through and including 12 5 which shall be governed by the laws of the state in which the Restaurant
operated under this Agreement 1s located In the event of any conflict of law, the law of Calbifornia shall prevail,
without regard to the application of Cahfornia conflict of law rules If however, any provision of this Agreement would
not be enforceable under the laws of Califorrua, and if the Restaurant 1s located outside of California and such
provision would be enforceable under the laws of the state in whuch the Restaurant 1s located, then such provision shall
be mterpreted and construed under the laws of that state Nothing in this Section 18 5 1s ntended by the Parties to
subject this Agreement to any franchise or similar law, rule or regulation of any state to whuch 1t would not otherwise
be subject

186  Survival The terms of this Article 18 shall survive termination, expiration or cancellation of this
Agreement

187  Exceptions to Mediation The mediation provision in Section 18 4 shall not apply to any action for
mjunctive or other provisional rehef, including, without limutation, enforcement of liens, security agreements, or
attachment, as Franchisor deems to be necessary or appropriate to compel Franchisee to comply with Franchisee s
obligations to Franchisor and/or to protect the Marks Any claim or dispute mvolving or contesting the vahdity of any
of the Marks shall not be subject to mediation

ARTICLE 19
MISCELLANEQUS PROVISIONS

191 Notices Exceptasotherwise expressly provided in this Agreement, all written notices and reports
permutted or required to be delivered by the parties pursuant to this Agreement shall be deemed so delivered at the
time dehivered by hand, one (1) business day after electronic transmussion (with confirmation copy sent by regular
United States mail), or three (3) business days after placement in the United States mail by Registered or Certified
Mail Return Receipt Requested, postage prepaid and addressed as follows

If to Franchisor-
La Salsa Franchise, LLC
320 Commerce, Suite 100
Irvine California 92602
Attention Charles Rink, President
Facsimile No (949) 270-8901
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With a copy (which shall not constitute notice) to

Barry Kurtz, Esq

Lewitt, Hackman

16633 Ventura Boulevard, 11t Floor
Encino, California 91436

Facsimile No (818) 981-4764

If to Franchisee

Attention
Facsimile No
Any party may change his or its address by giving ten (10) days prior written notice of such change to all other parties

192  Franchisor's Right To Cure Defaults In addition to all other remedies in this Agreement granted if
Franchisee shall default in the performance of any of 1ts obligations or breach any term or condition of this Agreement
or any related agreement, Franchisor may, at its election, immediately or at any time thereafter, without warving any
claim for default or breach under this Agreement and without notice to Franchusee, cure such default or breach for the
account and on behalf of Franchisee, and the cost to Franchisor thereof shall be due and payable on demand and shall
be deemed to be additional compensation due to Franchisor under this Agreement and shall be added to the amount of
compensation next accruing under this Agreement, at the election of Franchisor

193  Waiver and Delay No warwer by Franchusor of any default or senies of defaults n performance by
Franchisee, and no failure, refusal or neglect of Franchisor to exercise any right, power or option given to 1t under this
Agreement or under any other franchise or license agreement between Franchisor and Franchisee, whether entered
into before, after or contemporaneously with the execution of this Agreement (and whether or not related to the
Restaurant) or to mnsist upon strict compliance with or performance of Franchisee s obligations under this Agreement
any other franchuse or license agreement between Franchisor and Franchisee, whether entered into before, after or
contemporaneously with the execution of this Agreement (and whether or not related to the Restaurant) or the
Manuals, shall constitute a waiver of the provisions of this Agreement or the Manuals with respect to any subsequent
default thereof or a waiver by Franchisor of its nght at any time thereafter to require exact and strict comphance with
the provisions thereof Franchisor will consider written requests by Franchisee for Franchisor’s consent to a waiver of
any obligation imposed by this Agreement Franchisee agrees, however, that Franchisor 1s not required to act
uniformly with respect to waivers, requests and consents as each request will be considered on a case by case basis, and
nothing shall be construed to require Franchisor to grant any such request Any waiver granted by Franchisor shall be
without prejudice to any other nghts Franchisor may have, will be subject to continuing review by Franchusor, and may
be revoked, in Franchisor s discretion, at any time and for any reason, effective upon ten (10) days’ prior written nohice
to Franchisee Franchisor makes no warrantes or guarantees upon which Franchisee may rely, and assumes no
hability or obhigation to Franchisee by providing any waiver, approval, acceptance, consent, assistance, or suggestion to
Franchisee in connection with this Agreement, or by reason of any neglect, delay, or demal of any request

194 Survival of Covenants The covenants contained in this Agreement which, by their nature or terms,
require performance by the parties after the expiration or termination of this Agreement, shall be enforceable
notwithstanding said expirahon or other termination of this Agreement for any reason whatsoever

195  Successors and Assigns, Benefit This Agreement shall be binding upon and inure to the benefit of
the successors and assigns of Franchisor and Franchisee and 1ts or their respective herrs, executors, admirustrators,
successors and assigns subject to the restrictions on Assignment contained in this Agreement This Agreement 1s for
the benefit of the parties only, and 1s not intended to and shall not confer any nights or benefits upon any person who1s
not a party to this Agreement
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196  Joint and Several Liability If Franchisee consists of more than one person or Entity, or a
combination thereof the obligations and hiabihties of each such person or entity to Franchisor are joint and several, and
such person(s) and/or Entiies shall be deemed to be a general parinership

197  Entire Agreement This Agreement and the Manuals contain all of the terms and conditions agreed
upon by the parties to this Agreement with reference to the subject matter of this Agreement No other agreements
oral or otherwise shall be deemed to exist or to bind any of the parties to this Agreement and all prior agreements,
understandings and representations are merged 1n this Agreement and superseded hereby Franchusee represents that
there are no contemporaneous agreements or understandings relating to the subject matter of this Agreement between
the parties that are not contained n this Agreement No officer or employee or agent of Franchusor has any authonty
to make any representation or promise not contamned in this Agreement or in any Disclosure Document for prospective
franchisees required by Applicable Law and Franchisee agrees that 1t has executed this Agreement without rehance
upon any such representation or promuse This Agreement cannot be modified or changed except by wntten
mnstrument signed by all of the parties to this Agreement Notwithstanding the foregoing, nothing in this Agreement s
intended to disclaim representations Franchisor made to Franchisee in the Franchise Disclosure Document or in any
related document that Franchisor previously furmshed to Franchisee

198  Tatles for Convenience Article and Section titles used in this Agreement are for convenience only
and shall not be deemed to affect the meamng or construction of any of the terms, provisions, covenants, or conditions
of this Agreement

199  Genderand Construction The terms of all Exhibits to this Agreement are hereby incorporated into
and made a part of this Agreement as if the same had been set forth in full in this Agreement All terms used in any
one number or gender shall extend to mean and include any other number and gender as the facts, context, or sense of
this Agreement or any article or Section of this Agreement may require As used m this Agreement, the words

include, 1includes or including are used in a non-exclusive sense Unless otherwise expressly provided n this
Agreement to the contrary any consent, acceptance, approval or authorization of Franchisor which Franchisee may be
required to obtain under this Agreement may be given or withheld by Franchisor in its sole discretion To protect the
System, the Marks, the Trade Secrets, and the goodwill associated with the same, on any occasion where Franchisoris
required or permitted under this Agreement to make any judgment, determunation or use its discretion, including any
decision as to whether any condition or circumstance meets Franchisor’s standards or satisfaction Franchisor may do
so 1n 1ts sole subjective judgment and discreion Nerther this Agreement nor any uncertamty or ambigwty in thus
Agreement shall be construed or resolved against the drafter of this Agreement, whether under any rule of
construction or otherwise On the contrary, this Agreement has been reviewed by all parties and shall be construed
and interpreted according to the ordinary meaning of the words used so as to fairly accomphsh the purposes and
intentions of all parties to this Agreement Franchisor and Franchisee mtend that if any provision of this Agreement is
susceptible to two or more constructions, one of which would render the provision enforceable and the other or others
of which would render the provision unenforceable, then the provision shall be given the meaning that renders 1t
enforceable

1910 Severabality Nothing contained in this Agreement shall be construed as requunng the commussion of
any act contrary tolaw Whenever there 1s any conflict between any provisions of this Agreement or the Manuals and
any present or future statute, law, ordinance or regulation contrary to which the parties have no legal night to contract,
the latter shall prevail, but in such event the provisions of this Agreement or the Manuals thus affected shall be
curtailed and himuted only to the extent necessary to bning 1t within the requirements of the law If any part, article,
section, sentence or clause of this Agreement or the Manuals shall be held to be indefinite, invahd or otherwise
unenforceable, the indefinite, nvalid or unenforceable provision shall be deemed deleted, and the remaining part of
this Agreement shall continue 1n full force and effect
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1911 Counterparts and Electronic Transmission, Electronic Signatures This Agreement may be executed
in any number of counterparts, each of which shall be deemed to be an onginal and all of which together shall be

deemed to be one and the same instrument Copies of this Agreement with signatures that have been transmutted by
email or by facsimile shall constitute and will be deemed original copies of this Agreement for all purposes, provided
that the electronic copies are fully executed, dated and 1dentical in form to the onginal hard copy version of this
Agreement Inaddition, this Agreement and all Exhibuts to this Agreement may be signed electronucally by the Parties
and electronic signatures appearing on this Agreement and the Exhubits shall be deemed to be the same ashandwnitten
signatures for the purposes of the validity, enforceability and admussibility of this Agreement and the Exhibits

1912 Feesand Expenses If any party to this Agreement shall bring any arbitration proceeding, action or
other proceeding for any rehef against the other, declaratory or otherwise, arising out of this Agreement the losing
party shall pay to the prevailing party a reasonable sum for attorney fees and costs incurred in bringing or defending
such arbitration proceeding, action or other proceeding and/or enforcing any judgment granted therein all of which
shall be deemed to have accrued upon the commencement of such arbitration proceeding, action or other proceeding
and shall be paid whether or not such action or proceeding 1s prosecuted to final judgment Any judgment or order
entered in such action or proceeding shall contain a specific provision providing for the recovery of attorney fees and
costs, separate from the judgment, incurred 1n enforcing such judgment The prevaihing party shall be determined by
the trier of fact based upon an assessment of which party s major arguments or positions taken in the proceedings
could fairly be said to have prevailed over the other party s major arguments or positions on major disputed 1ssues
For the purposes of this Section, attorney fees shall include, without imitation, fees incurred in the following (1) post-
judgment motions, (1) contempt proceedings, (1) garnishment, levy, and debtor and third party exammations, (1v)
discovery, and (v) bankruptcy itigation This Section 1s intended to be expressly severable from the other provisions of
this Agreement, 1s intended to survive any judgment and 1s not to be deemed merged into the judgment

1913 Exclusive Remedy In no event shall Franchisee make any claim for money damages based on any
claim or assertion that Franchisor has unreasonably withheld or delayed any consent or approval under this
Agreement Franchisee waives any such claim for damages Franchisee may not claim any such damages by way of
setoff, counterclaim or defense Franchisee s sole remedy for the claim will be an action or proceeding to enforce the
provisions of this Agreement for specific performance or for declaratory judgment

ARTICLE 20
SUBMISSION OF AGREEMENT

201  General The submission of this Agreement does not constitute an offer and this Agreement shall
become effective only upon the execution thereof by Franchisor and Franchisee This Agreement shall not be binding
on Franchisor unless and until it shall have been accepted and signed on its behalf by an authorized officer of
Franchisor

ARTICLE 21
ACKNOWLEDGMENTS

211 General Franchisee, and its Owners, jointly and severally acknowledge that they have carefully read
thuis Agreement and all other related documents to be executed concurrently or in conjunction with the execution of this
Agreement, that they have obtained the advice of counsel in connection with entering into this Agreement, that they
understand the nature of this Agreement, and that they intend to comply herewith and be bound hereby Franctusor
expressly disclaims making, and Franchisee acknowledges that it or they have not received or rehed on any warranty
or guarantee express or imphed, as to the potential volume, profits, expenses, or success of the business venture
contemplated by this Agreement
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212  IndependentlInvestigation Franchisee acknowledges that Franctusee has conducted an independent
inveshgation of the business franchised under this Agreement, recognizes that the business venture contemplated by
this Agreement involves business risks, and that its success will be largely dependent upon the ability of Franchisee
and 1If an Entity, 1its Owners, as independent busiesspersons Franchisor expressly disclaims the making of, and
Franchisee acknowledges that 1t has not received, any warranty or guarantee, express or imphed as to the potental
volume, profits, or success of the business venture contemplated by this Agreement

213  Copy of Agreement Franchisee acknowledges that it received a copy of this Agreement, the Exhubit(s)
to this Agreement, and agreements relating to thus Agreement, if any, with all of the blank lines therein filled mn, at least
five (5) busimess days prior to the date on which this Agreement was executed

214  Opportunity to Consult Franchisee acknowledges that it has read and understood this Agreement,
the Exhibits to thus Agreement, and agreements relating thereto, if any, and that Franchisor has accorded Franchisee
ample time and opportunity to consult with advisors of Franchisee’s own choosing about the potential benefits and
risks of entermg into this Agreement

215  Franchise Disclosure Document Franchisee acknowledges thatit has received a copy of the complete
Uniform Franchise Disclosure Document which contains a copy of this Franchise Agreement, at least fourteen (14)
calendar days prior to the date on which this Agreement was executed Franchisee acknowledges and agrees that
Franchisor has made no promises representations, warranties or assurances to Franchisee which are inconsistent with
the terms of this Agreement or Franchisor’s Franchise Disclosure Document, concerning the profitability or ikehhood
of success of the Restaurant that he has been informed by Franchusor that there can be no guarantee of success in the
franchised business and that Franchisee’s business ability and aptitude 1s pnmary mn determining his success

216  Atypical Terms Franchisee acknowledges and agrees that Franchisor may modify the offer of its
franchises to other La Salsa® franchisees in any manner and at any time which offers have or may have terms,
conditions, and obligations which may differ from the terms, conditions, and obligations in this Agreement Franchusee
further acknowledges and agrees that Franchisor has made no warranty or representation that all Franchise
Agreements previously 1ssued or 1ssued after this Agreement by Franchisor do or will contain terms substantially
simular to those contained in this Agreement Franchisor may, 1n its reasonable business judgment and 1ts sole and
absolute discretion due to local business conditions or otherwise, waive or modify comparable provisions of other
Franchise Agreements previously executed or executed after the date of this Agreement with other La Salsa®
franchisees 1n a non-uniform manner

IN WITNESS WHEREOF, the parties have executed this Agreement as of the date first shown above
FRANCHISOR

LA SALSA FRANCHISE, LLC
A Delaware limited hiabiity company

By

Charles Rink, its President

FRANCHISEE

corporation,
limited hability company,
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[ 1A general partnership,
[ JA____ limted partnership,
[ ] An individual

[ ]Other (spealfy)

By

Name

Title , and Individually
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FRANCHISE AGREEMENT
EXHIBIT A
ENTITY INFORMATION

If Franchisee 1s an Entity, Franchisee represents and warrants that the following information 1s accurate and
complete 1n all matenal respects

1) Franchisee 15 a (check as applicable)
[ ] corporation
[ ] hruted habihty company
[ ] general partnership
[ ] himted partmership
[ ] Other (specify)

State of incorporation/organization

Name of Franchisee entity

2) Franchisee shall provide to Franchisor concurrently with the execution of this Agreement true
and accurate coptes of its charter documents including Articles of Incorporation/Orgaruzation, Bylaws, Operating
Agreement Partnership Agreement, resolutions authonzing the execution of thus Agreement and any amendments to
the foregomng (collectively the Entity Documents )

3) Franchisee promptly shall provide such additional information as Franchusor may from time
to time request concerning all persons who may have any, direct or indirect, financal interest in Franchisee

4) The name and address of each of Franchisee s Owners, members, or general and hmted
partners
NUMBER OF
SHARES OR
PERCENTAGE
NAME ADDRESS INTEREST (if applicable)
o) There 1s set forth below the names, addresses and titles of Franchusee s Principal Officers or

partners who will be devoting their full time to the Restaurant

NAME ADDRESS TITLE
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6) The address where Franchisee s Finanaial Records and Entity Documents (e g, Articles of
Incorporation/Orgamization, Bylaws, Operating Agreement, Partnership Agreement, etc) are maintained 1s

2] Franchusee represents and warrants to Franchisor, as an inducement to Franchisor’s execution
of the Franchise Agreement, that the mformation set forth in this Entity Information Disclosure 1s true, accurate and
complete 1n all materal respects on the Effective Date and that Franchisee shall provide Franchisor with all additonal
mformation Franchisor may request with respect to the partners, shareholders and members of Franchisee and the
ownership of Franchisee upon demand by Franchisor In addition, Franchisee shall notify Franchisor within ten (10)
days of any change in the information set forth in this Entity Information Disclosure and shall provide Franchisor with
a revised Entity Information Disclosure certified by Franchisee to be true, correct and complete in all matenal respects
Franchisor grants Franchusee the rights in the Franchise Agreement in rehance upon each and all of the terms of this
Entity Information Disclosure

FRANCHISOR

LA SALSA FRANCHISE, LLC,
A Delaware hmited hability company

By
Charles Rink, 1its President

FRANCHISEE

[JA____ corporation,
[ 1A limited hability company,

‘ [ JA___ general partnership,
‘ [ 1A hmited partnership,
| [ ] Anindividual
i [ ]1Other (speafy)

By

Name

Tatle , and Individually
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FRANCHISE AGREEMENT

EXHIBIT B
FRANCHISED LOCATION

The following site has been selected and approved as the ‘Franchised Location’ forthe Franchised Unit’ in

accordance with the Franchise Agreement entered mmto between Franchisor and Franchisee and dated
20__

IN WITNESS WHEREOF, the parties have executed this Exhibit B at on
20

FRANCHISOR

LA SALSA FRANCHISE, LLC,
A Delaware himited hability company

i Charles Rink, its President

By
FRANCHISEE
[ 1A corporation,

[ TA hrruted habibity company,
[ 1A general partnership,
[ 1A limuted partnership,
[ 1 Anindividual
[ 1Other (speafy)

By

Name

Title , and Individually
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EXHIBIT C

NON-DISCLOSURE AND CONFIDENTIALITY AGREEMENT FOR EMPLOYEES AND INDEPENDENT
CONTRACTORS OF FRANCHISEE

THIS NON-DISCLOSURE AND CONFIDENTIALITY AGREEMENT FOR EMPLOYEES AND
INDEPENDENT CONTRACTORS OF FRANCHISEE (this Agreement’ ) 1s made this __ day of 20__ (the
“Effective Date”), by and between ( Franchisee ), on the one hand, and
( Recipient ), on the other hand, with reference to the following facts

A La Salsa Franchise, LLC, a Delaware imited iabihity company ( ‘Franchisor’ ) and 1ts affihates have
developed the La Salsa® franchise, which 1s a fast-food restaurant business that sells fresh, high quality Mexican-style
food products, uses the trade name La Salsa® which 1s a registered trademark and service mark (the ‘Proprietary
Marks’ ), and uses the La Salsa® System (the System’), a system of food production and restaurant operating
techniques that are hcensed to franchisees and 1dentify the franchused restaurants with the La Salsa® reputation for
quality and service

B The System also includes confidential and proprietary mformation regarding the System including,
without imatation, Franchisor s operations and traiming manuals and any other wrnitten directives related to the System
(the Confidential Operations Manual ), Franchisor’s operating methods and busmess practices, Franchisor’s
relationships wath its franchisees the interior and exterior designs Franchisor and 1ts affilhiates have developed for La
Salsa® restaurants, and other items of trade dress, Franchisor's specifications for equipment, fixtures and urnuforms,
Franchisor s defined product offerings, recipes, preparation methods and speafied priaing and promotions,
Franchisor s ownership restrichons standard operating and adminustrative procedures and management and techrucal
traimung programs, and Franchisor's marketing and public relations programs (collectively, the Confidential
Information ) The Proprietary Marks used to identify the System may be modified by Franchisor, from time to ime
Franchisor continues to develop, use and control the use of the Proprietary Marks in order to identify for the public the
source of services and products marketed under the Propnetary Marks and the System, and to represent the System’s
hugh standards of quahty, appearance and service

C Franchisor and Franchisee have entered into a Franchise Agreement under which Franchisor has
granted Franchisee the right to own and operate a La Salsa®restaurant (the Restaurant ) and to use the System, the
Proprietary Marks, the Confidential Operations Manual, and the Confidential Information, 1n the operation of the
Restaurant

D Franchisee 1s obhgated under its Franchise Agreement with Franchisor to obtain a wntten agreement
from each supervisonal and managerial employee employed by Franchisee and each ndependent contractor engaged
by Franchisee who may have access to the Confidential Information and who may be the recipient of the disclosure of
the Confidential Information to maintain the confidentiality of the Confidential Information, to obtain the wntten
agreement of each such employee and independent contractor to not use the Confidential Information other than in the
course of his or her employment or engagement by Franchisee and to not disclose any of the Confidential Information
to any unauthorized parties during the peniod of time that he or she 1s providing services for Franchisee and forever
after hus or her employment or engagement by Franchisee ends
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NOW, THEREFORE, IT IS AGREED

1 ACKNOWLEDGMENTS OF RECIPIENT

11 No Prior Expenience, Information or Knowledge Prior to hus or her employment or engagement by
Franchisee, Recipient had no experience, information or knowledge whatsoever about the operation of a fast-food

restaurant business that sells fresh, high quahty Mexican-style food products, the Restaurant, the System or the
Confidential Information Recipient s knowledge of the Confidential Information was obtamned only from Franchisee
following the Effechve Date and only n the course of Recipient’s employment or engagement by Franchisee

12 Confidential Information The Confidential Information includes all of the itemns included elsewhere
in this Agreement and, m addibon, without hmitation, tangible and intangible mformation (whether or not in electroruc
form) relating to Franchisor s business operations, products and services, recipes, sources of matenals and equipment,
client management and other software, data, other content, formulations, patterns, compilations, programs, devices
and processes, business relationships, contact information for industry professionals, designs, developmental or
experimental work and services, improvements, discovenes, plans for research, potential new or supplemental
products and services, websites, advertisements or ancillary products and services, marketing and selling methods
and/or plans, business plans, budgets and unpublished financial statements, licenses, prices and costs, vendors,
collaborators, current customer and prospechive customer names and addresses, information regarding credit
extensions to customers, customer service purchasing histories and prices charged to customers, customer information
and customer data, information regarding the skills and compensation of employees of Franchusor and contractors of
Franchisor, designs, drawings, spectfications, source code object code, documentation, diagrams, flowcharts, research,
development, marketing techniques and matenals, trademarks, trade secrets, sales/hcense techniques inventions,
copynghtable matenal, trademarkable materal, databases, relationships between Franchisor and other companies,
persons or entities, knowledge or know-how concerning the methods of operation of the La Salsa®restaurants which
may be communicated to Recipient, the Confidential Operations Manual, the Proprietary Marks and any other
information or material considered proprietary by Franchisor, whether or not designated as Confidential Information
by Franchisor Confidential Information also includes the manner in which any of the above-described items may be
combined with other information or products or synthesized or used by Franchisor, Franchisee or Recipient
Confidental Information does not include any information that (1) was in the lawful and unrestricted possession of
Recipient prior to its disclosure to Recipient by Franchisee, (u) 1s or becomes generally available to the public by acts
other than those of Recipient after receiving 1t, () has been received lawfully and in good faith by Recipient from a
third party who did not derive it from Franchisee or Franchisor, or (1v) 1s shown by acceptable evidence to have been
independently developed by Recipient

13 Independent Value The Confidental Information (1) 1s not generally known by the public or parties
other than Franchisor, 1ts affiliates, 1ts franchisees and Franchisee, (1) derives independent economuc value (actual or
potential) from not being generally known to the public or persons unaffihated with Franchisor or Franctusee, and (i)
1s the subject of extensive efforts by Franchisor that are reasonable under the circumstances to maintain the secrecy of
the Confidential Information, including, without limutation (1) not revealng the Confidential Information to
unauthorized parties, (1) requiring 1ts franchisees to acknowledge and agree in writing that the Confidential
Information 1s confidential, (u1) requinng 1its franchisees to agree in writing to mamtain the confidentality of the
Confidential Information, (1v) monitoring electronic access to the Confidential Information by the use of passwords and
other restrictions so that electronic access to the Confidential Information 1s hmuted to authorized parties, and (v)
requinng its franchisees to return all Confidential Information to Franchisor upon the expiration or termuination of their
Franchise Agreements
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14 Valuable and Propnietary The Confidenhal Information has been developed by Franchisor 1ts
founder and their affiliates by the investment of time, skill, effort and money and 1s widely recognized by the public, of
substantial value, and 1s proprietary, confidential and constitutes trade secrets of Franchusor, its founder and their
affihates

2 COVENANTS OF RECIPIENT

Recipient agrees that so long as Recipient i1s employed or engaged by Franchisee and forever after huis or her
employment or engagement by Franchisee ends

21 Maintain Confidentiality Reapient will fully and strictly maintain the confidentiality of the
Confidential Information, will exercise the highest degree of diligence in safeguarding the Confidental Information,
and will not disclose or reveal the Confidential Information to any person other than Franchisee or other personnel at
the time they are employed by Franchisee n a supervisorial or manageral capacity, or ndependent contractors at the
time they are engaged by Franchisee, and will then do so only to the degree necessary to carry out Reapient's duties as
a supervisonal or managenal employee or independent contractor of Franchisee

22 No Reproduction or Use Recipient will not directly or indirectly reproduce or copy any Confidential
Information and will make no use of any Confidential Information for any purpose whatsoever except as may be
required while Recipient 1s employed or engaged by Franchisee and will then do so only in accordance with the
provisions of this Agreement and only to the degree necessary to carry out Recipient s duties as a supervisonal or
managerial employee or independent contractor of Franchisee

23 Restrichions Recipient specifically acknowledges and agrees Recipient may receive valuable
speciahized tramming and Confidential Information, including, without hmitation, Confidential Information regarding
the operational, sales, promotional, and marketing methods and techniques of Franchisor and the System, which are
unique and propretary to Franchisor, derive independent economuc value from not being generally known to the
public and are the subject of Franchisor s efforts and that are reasonable under the arcumstances to maintain their
secrecy Recipient therefore covenants that while employed or engaged by Franchisee, Recipient shall not, either
directly or indirectly for himself or herself, or through, on behalf of, or in conjunction with any person, or legal entity
(1) divert or attempt to divert any present or prospective La Salsa® customer to any competitor, by direct or indirect
inducement or otherwise, or do or perform, directly or indirectly, any other act mjurious or prejudicial to the goodwnll
assoclated with the Proprietary Marks and the System, (1) employ or seek to employ any person who 1s or has been
within the preceding thirty (30) days employed by Franchisor, Franchisee or an affiliate of Franchisor or Franchisee as
a supervisoral or managerial employee, or otherwise directly or indirectly induce the person to leave his or her
employment, or (m1) own (either beneficially or of record), engage in or render services to, whether as an mvestor,
partner lender, director, officer, manager, employee consultant, representative oragent, any business that offers fresh,
hugh quality Mexican-style food products for sale to the public and any business which looks like, copies, imtates, or
operates a business similar to a La Salsa® restaurant

24 Thard Party Beneficiary Franchisor 1s, and shall be and remain, a thurd party beneficiary of this
Agreement and will have the independent right to enforce the terms of this Agreement

3 GENERAL TERMS
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31 Injunchion Reapient recognizes the unique value and secondary meaning attached to the
Confidential Information and the elements of the System and agrees that Recipient’s noncomphance with the terms of
this Agreement or any unauthorized or improper use of the Confidential Information by Recipient will cause
wrreparable damage to Franchisor and its franchisees Recipient therefore agrees that if Reaipient should engage many
unauthorized or improper use or disclosure of the Confidential Information, Franchisor and Franchusee, ndependently,
will be entitled to both permanent and temporary injunctive rehief from any court of competent junsdiction without
notice or the posting of any bond, to prevent any unauthorized or improper use or disclosure of the Confidential
Information in addition to any other remedies prescribed by law Due to the irreparable damage that would result to
Franchisor and Franchisee from any violation of this Agreement, Recipient acknowledges and agrees that any claim
Recipient beheves he or she may have against Franchisor or Franchisee will be deemed to be a matter separate and
apart from Recipient’s obligations under this Agreement and will not entitle Recipient to violate or justify any violation
of the provisions of this Agreement

32 Heirs and Successors, Entire Agreement This Agreement shall be binding upon and inure to the
benefit of the parties, their heirs successors and assigns This Agreement represents the entire understanding between
the partes regarding the subject matter of this Agreement and supersedes all other negotiations agreements,
representations and covenants, oral or written This Agreement may not be modified except by a written instrument
signed by Franchisee, Recipient and Franchisor that expressly modifies this Agreement The partes intend this
Agreement to be the entire integration of all of their agreements on this subject of any nature regarding the subject
matter of this Agreement No other agreements, representations, promuses, commitments or the like, of any nature,
exist between the parties

33 No Right to Use Propnietary Marks or System This Agreement s not a license of any sort, and does
not grant Recipient any right to use or to license the use of, the Confidential Information, which right 1s expressly
reserved by Franchisor

34 Waiver and Validity Failure by Franchisor to enforce any nghts under this Agreement shall not be
construed as a waiver of such nghts Any waiver, including a waiver'of default in any one instance, shall not constitute
a continuung waiver or a waiver in any other instance Any invahdity of any portion of this Agreement shall not affect
the vahdity of the remaining portions and unless substanhal performance of this Agreement 1s frustrated by any such
invahdity, this Agreement shall continue 1n full force and effect

35 Headings and Gender The headings i this Agreement are for purposes of converuence only and
shall not be used in construing the provisions of this Agreement As used in this Agreement, the male gender shall
include the female and neuter genders, the smgular shall include the plural and the plural, the singular

36 Attorneys Fees If Franchisor becomes a party to any legal proceedings concerrung this Agreement by
reason of any act or omission of Recipient, Reaipient shall be hiable to Franchusor for the reasonable attorneys feesand
court costs incurred by Franchisor in the legal proceedings If any party to this Agreement commences any legal
proceeding against another party ansing out of or in connection with this Agreement, the prevailing party shall be
entitled to recover from the other party its reasonable attorneys fees and costs of suit

37 Cumulative Remedies Any specific nght or remedy set forth in this Agreement, legal, equitable or
otherwise, shall not be exclusive, but shall be cumulative with all other rights or remedies set forth in thus Agreement or
allowed or allowable by law
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38 Notices Except as otherwise expressly provided in this Agreement, all written notices and reports
permutted or required to be delivered by the parties under this Agreement shall be deemed delivered at the time
dehivered by hand, one (1) business day after transmission by fax or email (with a confirmation copy sent by regular
United States maul), or three (3) days after placement in the United States mail by Registered or Certified Mail, Return
Receipt Requested, postage prepaid and addressed as follows

Any notice or demand to Franchisee shall be given to

Fax

With a copy to

La Salsa Franchise, LLC

320 Commerce, Suite 100

Irvine, California 92602

Attention Charles Rink, President
Facsurule No (949) 270 8901

Any notice or demand to Recipient shall be given to

Fax

Any party may change its address for the purpose of recelving notices, demands and other communucations by a
written notice given in the manner set forth above to the other party

39 Goverming Law and Venue This Agreement shall be interpreted and construed under the laws of
Calforma If, however, any provision of this Agreement would not be enforceable under the laws of Califorra, and if
the Restaurant 1s located outside of California and such provision would be enforceable under the laws of the state 1n
which the Restaurant 1s located, then such provision shall be interpreted and construed under the laws of that state
The parties agree that any action brought by either party against the other in any court, whether federal or state, shall
be brought within the State of Califormia in the county in which Franchisor has its prinapal place of busmess at the time
the achion 1s imtiated, or as otherwise selected by Franchisor in its sole and absolute discretion, and the parties hereby
warve all questions of personal junisdiction or venue for the purpose of carrying out this provision

310  Counterparts and Electronic Transmission, Electronic Signatures This Agreement may be executed
n any number of counterparts, each of which shall be deemed to be an original and all of which together shall be

deemed to be one and the same instrument Copies of this Agreement with signatures that have been transmutted by
email or by facsimule shall constitute and be deemed onginal copies of this for all purposes, provided that the copies are
fully executed, dated and 1dentical in form to the ongnal hard copy version of this Agreement In addition, this
Agreement may be signed electronically by the Parties and electronic signatures appearing on thus Agreement shall be
deemed to be the same as handwntten signatures for the purposes of the vahdity, enforceability and admussibihity of
this Agreement
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IN WITNESS WHEREOF, the parties have executed thus Agreement on the Effective Date

FRANCHISEE RECIPIENT

A

By
Name
Title
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LA SALSA FRANCHISE, LLC
AREA DEVELOPMENT AGREEMENT

THIS LA SALSA AREA DEVELOPMENT AGREEMENT (thuis “Agreement’) 1s made and entered
mto this ___ day of , 20____, (the ’'Effective Date”) by and between La Salsa Franchise, LLC, a
Delaware limited hability company (“Franchisor’ ) and , a(n) (' Area
Developer’ ) with reference to the following facts

A As a result of the expenditure of time, skill effort and money, Franchisor has developed and
owns a unique and distinctive system ( ‘System ) relating to the development, establishment and operation of
quick service La Salsa® ‘taquenia restaurants (the “Restaurants ) The dishnguishing charactenistics of the
System include, without limitation, uruform and distinctive building designs, interior and exterior layout and
trade dress, business methods, technical knowledge standards and speafications for equipment, equipment
layouts, supplies and menus (including food and beverage designations, food presentation, special reapes, and
quality and quantity standards) and other Confidential Information’, operating procedures for sarutation,
maintenance and food and beverage storage, preparaton and service, and methods and techmques for
mventory and cost controls, recordkeeping and reporting, personnel management, traimng, purchasing, sales,
promotion and advertising The System and its components may be changed, improved, and further developed
by Franchisor from time to time

B Franchisor 1dentifies the System by means of certain names, marks, logos, insignias, slogans,
emblems, symbols and designs (collecttvely the ‘Marks”) which Franchisor has designated or may 1n the future
designate for use with the System The Marks used to 1dentify the System, including the prinaipal Marks, may
be modified by Franchusor and/or 1ts affihates, from time to time Franchisor continues to develop, use and
control the use of these Marks 1n order to 1dentify for the public the source of services and products marketed
under the Marks and the System, and to represent the System s high standards of quality, appearance and
service

C Franchisor destres to expand and develop the Restaurants in the Development Area” (as
defined in Section 11(a) below), and Area Developer wishes to develop La Salsa® Restaurants in the
Development Area, upon the terms and conditions as set forth in thus Agreement

NOW, THEREFORE, IT IS AGREED
1 GRANT OF AREA DEVELOPMENT RIGHTS

11 Grant of Area Development Rights

(@)  Upon the terms and subject to the conditions of this Agreement, Franchisor hereby
grants to Area Developer, and Area Developer hereby accepts the nght and obligation, during the Term
(defined below), to develop La Salsa® Restaurants solely at Venues (defined below) in the geographic area
defined in Exhubit A, which 1s attached to thus Agreement and by thus reference made a part of this Agreement
(the ‘Development Area’) An increase or decrease 1n the size of the cities, counties or political subdivisions, 1f
any, mcluded within these boundares shall have no effect on the Development Area as it 1s described in Exhibit
A

(b)  To protect the System, the Marks the La Salsa® trade secrets, and the goodwill
associated with the same, Area Developer acknowledges and agrees that no right or license 1s granted to Area
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Developer under thus Agreement to use any trademarks, trade names, service marks, logotypes, insigmas, trade
dress or designs owned by Franchisor, such nght and hcense being granted solely pursuant to Franchise
Agreements executed pursuant to this Agreement Without hmiting the generality of the foregoing, nothing in
this Agreement shall permit Area Developer to own or operate a La Salsa® Restaurant, except pursuant to duly
executed and subsising Franchise Agreement Area Developer shall not use such trademarks, trade names,
service marks, logotypes, mnsignias trade dress or designs in any manner or for any purpose, including 1n
connection with any offering of secunties or any request for credit, without the prior express written approval
of Franchusor

12 Exclusivity

(a) Durnng the Term of this Agreement Franchisor and its Affihates shall not operate or
grant a license or franchise to any other person to operate a La Salsa® Restaurant at any Venue withun the
Development Area

(b) Except as provided in Section 12(a), Franchisor expressly reserves all other nghts,
including the exclusive, unrestnicted nght, in 1ts discretion, directly and indirectly, through its employees,
Affihates (defined below), representatives, licensees assigns, agents and others, (1) to own or operate and to
franchise or license others to own or operate restaurants under names other than La Salsa® at any location
whatsoever and La Salsa® Restaurants which are located at any Express Venue even if located within the
Development Area, and regardless of their proximity to any La Salsa® Restaurant developed or under
development or consideration by Area Developer, and (u) to produce, license, distribute and market La Salsa®
brand named products, and products bearing other marks including food and beverage products clothing,
souvenurs and novelty items, at or through any location or outlet, including grocery stores and converience
stores (including those which may be located withun the Development Area), and through any distnbution
channel, at wholesale or retail, including by means of mail order catalogs, direct mail advertising, Internet
marketing and other distribution methods

13 Certain Defimtions In this Agreement, the following capitalized terms shall have the
meanuings set forth below, unless the context otherwise requires

Additional Development Notice’ shall have the meanung set forth in Section 4 2 of this Agreement

“Additional Development Obligation shall have the meaning set forth in Section 4 3(b) of thus
Agreement

‘Affihate when used in this Agreement in connection with Franchisor or Area Developer mcludes
each person or Entity which directly, or indirectly, through one or more intermedianes, controls, 1s controlled
by, or 1s under common control with Franchisor or Area Developer, as applicable Without miting the
foregoing, the term ‘Affiliate when used 1n this Agreement in connection with Area Developer includes any
Entity twenty percent (20%) or more of whose Equity or voting control, 1s held by person(s) or Entities who,
jointly or severally, hold twenty percent (20%) or more of the Equity or voting control of Area Developer For
purposes of this defimition, control of a person or Entity means the power direct or indirect, to direct or cause
the direction of the management and policies of such person or Entity whether by contract or otherwise
Notwithstanding the foregoing definthion, 1f Franchisor or its Affiliate has any ownership interest in Area
Developer, the term ’ Affiliate’ shall not include or refer to Franclusor or that Affihate (the ‘Franchisor
Affihate”), and no obligation or restrichon upon an “Affiliate” of Area Developer, shall bind Franchisor, or
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said Franchisor’s Affiliate or their respective direct/indirect parents or subsidianes, or their respective officers,
directors or managers

Applicable Law” means and includes applicable common law and all applicable statutes, laws rules,
regulations, ordinances, polhcies and procedures established by any Governmental Authonty, governing the
operation of a Restaurant, including all labor, immigration, disability, food and drug laws and regulations, as in
effect on the Effective Date of this Agreement, and as may be amended, supplemented or enacted from time to
time

Assignment shall have the meamng set forth 1n Section 7 3(a) of this Agreement

‘Authonzed La Salsa® Products means the specific Mexican-style foods products, salsa products,
tortillas, beverages and other food 1tems and ancillary related products, which may include books, cups, coolers,
hats, t-shurts and novelty 1tems, as specified by Franchusor from time to time 1n the Manuals, or as otherwise
directed by Franchisor in writing, for sale at the Restaurants, prepared, served sold and/or manufactured in
strict accordance with Franchisor s reapes, standards and specifications, incduding speafications as to
ingrechents, brand names, preparation and presentation

‘Competitive Activihes means to, own, operate, lend to, advise, be employed by or have any finanaal
mnterest in (1) any Mexican-style restaurant or (u) any business that engages in the production or sale at retail or
wholesale of any salsa, Mexican-style food product or any other featured menu item which 1s now or n the
future an Authorized La Salsa® Product, other than a La Salsa® Restaurant operated pursuant to a validly
subsisting Franchise Agreement with Franchusor Notwithstanding the foregoing, Competitive Activities
shall not include the direct or indirect ownershup solely as an investment, of securities of any Entity which are
traded on any national secunties exchange 1if applicable owner thereof (1) 1s not a controlling person of, or a
member of a group which controls, such Entity and (1) does not, directly or indirectly, own five percent (5%) or
more of any class of securities of such Entity

Confidential Information’ includes without limitation, tangible and intangible information (whether
or not 1n electronuc form) relating to Franchisor s business operations, products and services, sources of
materials and equipment, chent management and other software, data, other content, formulations, patterns,
compilations, programs, devices and processes, busmess relationships, contact informaton for industry
professionals, designs, developmental or experimental work and services, improvements, discovenes, plans for
research, potential new or supplemental products and services, websites, advertisements or ancillary products
and services, marketing and selling methods and/or plans, business plans, budgets and unpublished finanaal
statements, licenses, prices and costs, vendors, collaborators, current customer and prospective customer names
and addresses, information regarding credit extensions to customers, customer service purchasing histories and
prices charged to customers, customer hsts and other customer data, information regarding the skills and
compensation of employees of Franchisor and contractors of Franchisor, designs, drawings, speafications,
source code, object code, documentation, diagrams, flowcharts, research, development, marketing techruques
and matenals, trademarks, trade secrets, sales/license techruques, nventions, copynghtable matenal,
trademarkable matenal, databases, relahonships between Franchisor and other comparues, persons or entities,
knowledge or know-how concerning the methods of operation of the Restaurant which may be commurucated
to Area Developer, or of which Area Developer may be apprised, and any other information or matenal
considered proprietary by Franchisor whether or not designated as confidential information by Franchisor, that
1s not generally known by the public, or which derives independent economic value (actual or potential) from
not being generally known to the public or persons unaffihated with Franchusor or its affiliates and which 1s the
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subject of efforts by Franchuisor that are reasonable under the circumstances to maintain 1ts secrecy, and any
other information 1n oral wrtten, graphic or electronic form which, given the arcumstances surrounding 1ts
disclosure, would be considered confidential Confidential Information does not include any information that
was 1n the lawful and unrestricted possession of Area Developer prior to 1tts disclosure by Franchusor, 1s or
becomes generally available to the public by acts other than those of Area Developer after receiving 1t has been
recerved lawfully and m good faith by Area Developer from a thurd party who did not denve it from Franchisor
or Area Developer, or 1s shown by acceptable evidence to have been independently developed by Area
Developer

‘Default” or default’ means any breach of, or failure to comply with, any of the terms or conditions of
an agreement

‘Development Area shall have the meanung set forth in Section 11 of this Agreement
Development Penod” means each of the ime penods indicated on Exhibit B during which Area

Developer shall have the nght and obligation to construct, equip, open and thereafter continue to operate La
Salsa® Restaurants i accordance with the Development Obhigation

‘Development Obligation shall mean the Area Developer’s nght and obligation to construct, equip,
open and thereafter continue to operate at sites within the Development Area the cumulative number of
Restaurants set forth in Exhibit B to this Agreement within each Development Penod and, 1f applicable, within
the geographic areas specified therein

Durector of Operations shall have the mearung set forth 1n Section 13 2(b) of this Agreement
“Dasclosure Document shall have the mearnung set forth i Section 6 2(c)

Entity’ means any limited lhability company, Partnership, trust, association, corporation or other
entity which 1s not an mdividual

Equity’ means capital stock, membership interests, Partnership Rights or other equity ownershup
mnterests of an Entity

‘Express Venue” means a site, venue or location within another primary business or in conjunction
with other busimesses or at institutional settings, including toll roads hotels and motels, casinos, stadiums,
arenas, airports, train stations, bus stations Indian reservations, colleges and uruversities, recreational theme
parks, schools, hospitals, military and other governmental facilities, office or 1n plant food service faalites,
shopping mall food courts operated by a master concessionaire, grocery stores, supermarkets and converuence
stores and any site for which the lessor, owner or operator thereof shall have indicated 1its intent to prefer or
limut the operation of 1ts food service facilities to a master concessionatre or contract food service provider

‘ Final Acceptance” shall have the meaning set forth in Section 6 2(a) of this Agreement

Franchise Agreement’ means the form of agreement prescribed by Franchisor and used to grant to
Area Developer the night to own and operate a single Restaurant in the Development Area, including all
exhubits, nders, guarantees or other related instruments, all as amended from time to time
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Force Majeure means any event that is reasonably unforeseeable as of the date of this Agreement and
that 1s beyond the reasonable control, directly or indirectly, of a party, the effects of which could not reasonably
be prevented or avoided by that party with the exercise of commercially reasonable efforts and due dihgence
and which event does not result from the party s fault or negligence or the fault or neghgence of 1ts agents,
employees or subcontractors and which event causes that party to be delayed, in whole or in part, or unable to
partially or wholly perform 1ts obligations under thus Agreement and subject to the satisfaction of the foregoing
criterta, shall include (a) acts of God (such as tornadoes, earthquakes, hurricanes, floods, fire or other natural
catastrophe), (b) strikes, lockouts or other industnal disturbances, (c) war, terromst acts, rot, or other avil
disturbance (d) umilateral governmental action impacting restaurants generally, and (e) epidemucs,
transportation shortages, inadequate supply of labor, matenal or energy, or a party foregoing the rnight to
acquire or use any of the foregoing 1n order to accommodate or comply with the orders, requests, regulations,
recommendations or instructions of any federal, state or murucipal government or any department or agency
Provided, however that nerther an act or failure to act by a Governmental Authonty, nor the performance, non-
performance or exercise of nghts under any agreement with Area Developer by any lender, landlord, or other
person shall be an event of Force Majeure under this Agreement except to the extent that such act, failure to act,
performance, non-performance or exercise of rnights results from an act which 1s otherwise an event of Force
Majeure For the avoidance of doubt, Area Developer s financal mability to perform or Area Developer’s
msolvency shall not be an event of Force Majeure under this Agreement The particular time penod to which
the event of Force Majeure applies shall be extended by an amount of time equal to the time peniod during
whuch the Force Majeure shall have existed The Party claimuing the extension by Force Majeure shall continue to
provide the other Party with updates and all information as may be requested by the other Party, including that
Party s progress and diligence in responding to and overcomng the Force Majeure

‘Governmental Authonty’ means and mcudes all Federal, state, county, muruapal and local
governmental and quasi-governmental agencies, commussions and authorities

Initial Franchise Fee” shall have the meamung set forth in Section 5 2 of this Agreement

Manuals means Franchisor’s operations and training manuals, and any other written directive related
to the System, as the same may be amended and revised from time to time including all bulletins, supplements
and ancillary and additional manuals and wnitten directives established by Franchusor as in effect and amended
from time to hme

‘Minimum _Evaluation Requirements” means that Area Developer and each of its Affiliates which
have developed or operate Restaurants in the Development Area (1) must have recerved ‘Excellent” rating for
at least five (5) of the six (6) consecutive monthly evaluations preceding the date on which Area Developer’s
delivers 1its Site Review Request to Franchusor, for each and every La Salsa® Restaurant then being operated by
Area Developer, and any Affihate of Area Developer which have developed or operate Restaurants in the
Development Area (1) may not have recetved more than one ‘RIA” ( Requires Immediate Attention ) ratings
during the same six.(6) month period for any such La Salsa® Restaurant

“Operating Principal” means , or such other mndividual hereafter
designated by Area Developer and accepted by Franchisor (and until subsequently disapproved by Franchisor),
to serve as the authonized representative of Area Developer, who Area Developer acknowledges and agrees
shall act as Area Developer’s representative, and shall have the authority to act on behalf of Area Developer
during the Term
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‘Owner means each of the individuals listed on Exhibit C and each future direct or indirect
shareholder, member, general or hmuted partner, trustee, or other equity owner of Area Developer If Area
Developer 1s an Entity, each Owner and each Owner s spouse shall jomntly and severally guarantee Area
Developer s payment and performance of 1ts obligations under this Agreement under Franchisor s Then-current
form of Guarantee, except that if Franchisor or any Affihate of Franctusor has any ownership interest in Area
Developer, the term “Owner’ shall not include or refer to Franchisor or that Affihate or their respective direct
and indirect parents and subsidiaries, and no obligation or restriction upon the ‘ Area Developer’, or its
Owners shall bind Franchisor, said Affihate or their respective direct and indirect parents and subsidiaries or
their respective officers, directors, or managers

‘ Partnership Rights” means voting power, property, profits or losses, or partnership interests of a
Partnership

“Partnership” means any general partnershup, hmited partnershup or hmuted habihty partnershup
Preliminary Acceptance shall have the meaning set forth in Section 6 1(b) of this Agreement

“Purchase Option” shall have the mearung set forth in Section 7 3(d) of this Agreement

‘Restnicted Persons means the Area Developer, and each of its Owners and Affihates, and the

respective officers, directors, managers, and Affihates of each of them, and the spouse and family members of
each of the foregoing who are individuals

Site Review Request’ shall have the mearung set forth in Section 6 1
Sub-Urban Area” means any geographical area which 1s not an Urban Area

‘ System” means Franchisor s operating methods and business practices related to a Restaurant, and the
relahonship between Franchisor and 1ts franchisees, including interior and externior Restaurant design, other
items of trade dress, speafications of equipment, fixtures, and uniforms, defined product offerings, recipes and
preparation methods, Franchisor specified pnang and promotion standard operating and admirnustrative
procedures, restrichons on ownership, management and techrucal tramming programs, and marketing and public
relations programs, all as Franchusor may modify the same from time to ime

Term” shall have the meamung set forth in Section 4 1 of thus Agreement

Then-current as used in this Agreement and applied to the Disclosure Document, an Area
Development Agreement and a Franchise Agreement means the form of agreement then currently provided by
Franchisor to similarly situated prospective Baja Fresh area developers, which may contain terms and
conditions that are matenally different from this Agreement, or if not then being so provided, then a form of
agreement selected by Franchusor 1n 1ts discreon which previously has been delivered to and executed by a
Baja Fresh area developer or a franchusee, or as the context of this Agreement indicates, the fees the fees then-
currently charged by Franchusor or 1ts Affiliates, or Franchisor s speafications, standards or the like

Urban Area” means a geographical area within a one (1) mule radius surrounding a La Salsa®
Restaurant within which not less than 100,000 individuals work and live, as determined by Franchisor in its
judgment
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“Venue' means any site other than an Express Venue

2 AREA DEVELOPER’S DEVELOPMENT OBLIGATION

To protect the System, the Marks, the La Salsa® trade secrets, and the goodwill associated with the same

21 Development Obhgation
(a) Within each Development Penod specified in Exhibit B, Area Developer shall
construct, equip, open and thereafter continue to operate at, and only at, Venues withun the Development Area,
not less than the cumulative number of Restaurants required by the Development Obligation for that
Development Period

)] Restaurants developed under this Agreement which are open and operating and which
have been assigned to Affihates of Area Developer in accordance with Section 7 2(b) with Franchisor’s consent,
shall count in determining whether Area Developer has satisfied the Development Obligation for so long as the
applicable Affihate continues to satisfy the conditions set forth in Section 7 2(b)

22 Timing of Execution of Leases and Franchise Agreements Notwithstanding anything to the
contrary contained 1n this Agreement, on or before the date which 1s one hundred eighty (180) days before the

end of each Development Period, Area Developer shall have executed (in accordance with this Agreement) a
lease (or purchase agreement) and Franchise Agreement and paid the required Imtal Franchise Fee, for each
Restaurant which 1s required to be constructed, equipped, opened and thereafter operated by the end of such
Development Period

23  Force Majeure

(a) Neither Party will be 1n default in the performance of its obligahons under this
Agreement 1f such performance 1s prevented or delayed due to Force Majeure Subject to Area Developer’'s
continuing comphance with Section 2 3(b), if Area Developer 1s unable to meet the Development Obligation for
any Development Period solely as the result of Force Majeure or any legal disability of Franchisor to deliver a
Disclosure Document pursuant to Section 6 2 of this Agreement, which results mn the 1nability of Area Developer
to construct or operate the La Salsa® Restaurants 1n all or substantially all of the Development Area pursuant to
the terms of thus Agreement, the particular Development Period during whach the event of Force Majeure (or
Franchisor s legal disability to deliver a Disclosure Document) occurs shall be extended by an amount of time
equal to the time penod durnng which the Force Majeure (or Franchusor’s legal disabihity to dehiver a Disclosure
Document) shall have existed during that Development Period Development Peniods during which no such
Force Majeure (or legal disability) existed shall not be extended Other than as a result of Force Majeure, any
delay in Franchisor’s 1ssuance of acceptance of any site under Article 6, including, as a result of Area
Developer’s failure to meet the Minimum Evaluation Requirements, or Area Developer’s failure to satisfy the
other conditions set forth in Section 6 4 of this Agreement, shall not extend any Development Period

(b) In the event of the occurrence of an event constituting Force Majeure, Area Developer
shall notify Franchisor in wnting within five (5) days following commencement of the alleged Force Majeure of
the specific nature and extent of the Force Majeure, and how 1t has impacted Area Developer s performance
under this Agreement Area Developer shall continue to provide Franchisor with updates and all information
as may be requested by Franchisor, including Area Developer s progress and diligence 1n responding to and
overcomung the Force Majeure
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24 Area Developer May Not Exceed The Development Obligation Unless Franchisor shall
otherwise consent in writing, Area Developer may not construct, equip open and operate more than the total

number of La Salsa® Restaurants comprising the Development Obligation
3 DEVELOPMENT AREA

31 Franchisor’s Right to Develop Notwithstanding Section 2 1 above 1if dunng the Term of this
Agreement, Area Developer 1s unable or unwilling, or fails for any reason (except due to Force Majeure as
provided 1n Section 2 3), to satisfy the Development Obligation, this Agreement shall automatically terminate
upon notice by Franchusor to Area Developer Upon such termination, Franchisor may, but has no obhgation to,
open and operate, or license others to (or grant others development nghts to) open and operate, La Salsa®
Restaurants at any site(s) within or outside of the Development Area, regardless of their proximity to the
Restaurants

32 No Protecied Terntory for Individual Restaurant. Each Franchise Agreement executed
pursuant to this Agreement shall provide that Area Developer 1s not granted any protected or exclusive
territory whatsoever under such Franchise Agreement

4 TERM OF AREA DEVELOPMENT AGREEMENT

41 Term The term of thus Agreement shall commence on the Effechve Date and, unless otherwise
negotiated, terminated or extended as provided in this Agreement shall continue unti] the earher of (1) the fifth
annuversary of the Effechve Date or (n) the date of execution of the Franchise Agreement granting Area
Developer the right to open the last La Salsa® Restaurant necessary for Area Developer to fully satisfy the
Development Obligation (the “Term )

42 Limited Additional Development Right If Area Developer shall determune that 1t desires to
engage in further development of the Development Area in excess of the Development Obligation, Area
Developer shall at the earher of (1) one hundred and eighty (180) days prior to the scheduled expiration of the
Term or (u) the date on which acceptance of the proposed site for the last Restaurant required to meet the
Development Obligation 1s 1ssued, notify Franchisor in wriing ( Additional Development Notice ) of Area
Developer s desire to develop additional Restaurants in the Development Area and a plan for such
development over a new term, sethng forth the number of proposed Restaurants and the deadlines for the
development of each of them within such proposed term This nght of additional development by Area
Developer shall be exerased only in accordance with Section 4 3 and 1s subject to the conditions set forth in
Secion44 This Agreement 1s not otherwise renewable

43 Exercise of Right of Additional Development

(a) If Franchisor determines the addihional development obligation proposed by the
Additional Development Notice 1s unacceptable in any respect(s), Franchusor and Area Developer shall (subject
to Section 44) negotiate during the following sixty (60) days in an effort to reach a mutually agreeable
additional development obligation Each party may negotiate to protect its own interests as 1t deems
appropnate 1n 1ts discretion

(b If the addihonal development obligation proposed by the Additional Development
Notice 15 acceptable to Franchisor, or if Franchusor and Area Developer reach agreement on an alternative
additional development obligation (the Additional Development Oblhigation’) within said sixty (60) day
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period, then Franchisor shall deliver to Area Developer a copy of Franchusor s Then-current disclosure
document, if required by Applicable Law, and two copies of the Then-current area development agreement,
which may vary substanhally from this Agreement, settng forth the agreed upon Additional Development
Obligation Within thurty (30) days after Franchisor’s delivery of the said area development agreement, but no
sooner than immediately after the expiraton of any applicable waiting period(s) prescribed by Applicable Law
Area Developer shall execute two copies of the area development agreement and return them to Franchisor
together with the applicable development fee for the Restaurants required by the Addihonal Development
Oblgation If Area Developer has so executed and returned the copies and has satisfied the conditions set forth
in Section 4 4, Franchisor will execute the copies and return one (1) fully executed copy to Area Developer

44 Conditions to Exerase of Right of Additignal Development Area Developer’s night to
additional development described 1in Section 4 2 shall be subject to Area Developer s fulfillment of the following

conditions precedent

(@) Area Developer (and each of 1ts Affihates which have developed or operate Restaurants
n the Development Area) shall have fully performed all of 1ts obhgations under this Agreement and all other
agreements between Franchisor and Area Developer (or the applicable Affiliate)

(b) Area Developer shall have demonstrated to Franchusor Area Developer’s finanaal
capacity to perform the Additional Development Obhigations set forth in the new area development agreement
In determimung 1f Area Developer 1s finanaally capable Franchisor will apply the same criteria to Area
Developer as 1t applies to prospective area developers at that time

() At the expiration of each Development Period and at the expiration of the Term, Area
Developer shall have opened and shall thereafter have continued to operate 1n the Development Area, not less
than the aggregate number of La Salsa® Restaurants then required by the Development Obligation

(d) Franchisor and Area Developer shall have executed a new area development agreement
pursuant to Section 4 3 |

(e) Area Developer and all Affihates of Area Developer who then have a currently effective
franchise agreement or area development agreement with Franchisor shall have executed and delivered to
Franchisor a general release, or a form prescribed by Franchusor, of any and all known and unknown claims
against Franchusor or 1ts Affiliates, and their respective officers, directors, agents, shareholders and employees

45 Effect of Expiration To protect the System, the Marks, the La Salsa® trade secrets, and the
goodwill assoctated with the same, unless an Additional Development Obhigation shall have been agreed upon,
and a new area development agreement shall have been executed by the parties pursuant to Sections 4 2 and
4 3, following the expiration of the Term, or the sooner termination of this Agreement, (a) Area Developer shall
have no further nght to construct, equip, own, open or operate additional La Salsa® Restaurants which are not,
at the time of such termunation or expiration, the subject of a then exishng Franchise Agreement between Area
Developer (or an Affihate of Area Developer) and Franchisor which 1s then mn full force and effect, and (b)
Franchisor or 1ts Affihates may thereafter itself construct, equip, open, own or operate, and license others to (or
grant development nights to) construct, equip, open, own or operate La Salsa® Restaurants at any location(s)
(within or outside of the Development Area), without any restrichion, subject only to any territonal nghts
granted for any then existing La Salsa® Restaurant pursuant to a vahdly subsising Franchise Agreement
executed for such Restaurant

L \ pkaravamch\My Documents\ La Salsa\ 2016 Filed\C.DOCX 9
2016 LA SALSA AREA DEVELOPMENT AGREEMENT



5 PAYMENTS BY AREA DEVELOPER

51 Initial Franchise Fee Notwithstanding the terms of the Franchuse Agreement executed for each
La Salsa® Restaurant developed pursuant to thus Agreement, Area Developer shall pay to Franchusor, n cash or
by certified check, an imitial franchuse fee (“Initial Franchise Fee’ ) of $50,000 for each La Salsa® Restaurant to be
opened as set forth on Exhibit B, which Irutal Franchuse Fee shall be payable upon execution by Area
Developer of this Agreement The Irutial Franchise Fee 1s non-refundable 1n whole or in part Area Developer
shall open a muimumum of five (5) La Salsa® Restaurants during the Term

52 Continming Royalty The Franchuse Agreement executed for each La Salsa® Restaurant
developed pursuant to this Agreement, shall provide that the Continuing Royalty (as defined therem) shall be
equal to five percent (5%) of Gross Sales (as defined therein)

6 EXECUTION OF INDIVIDUAL FRANCHISE AGREEMENTS

61 Site Review

(a) When Area Developer has located a proposed site for construction of a La Salsa®
Restaurant, Area Developer shall submut to Franchisor such demographic and other information regarding the
proposed site and neighboring areas as Franchisor shall require, in the form prescribed by Franchisor ( Site
Review Request’) Franchisor may seek such additional information as 1t deems necessary within twenty (20)
days of submussion of Area Developer’s Site Review Request, and Area Developer shall respond promptly to
such request for additional information If Franchisor shall not deliver written notice to Area Developer that
Franchisor accepts the proposed site, within twenty (20) days of receipt of Area Developer’'s Site Review
Request, or within ten (10) days after recerpt of such additional requested information, whichever 1s later, the
site shall be deemed rejected

(b) 1f Franchisor accepts the proposed site 1t shall notify Area Developer of its prehminarily
acceptance of the site (“Preliminary Acceptance ‘), which Preliminary Acceptance shall be subject to further
analysis by Franchisor and successful negotation by Area Developer of a final lease or purchase agreement
acceptable to Franchisor, and such other conditions as Franchisor may impose

() Although Franchisor may voluntanly (without obligation) assist Area Developer in
locating an acceptable site for the Restaurant, neither Franchisor s said assistance, if any, nor 1ts acceptance of
any proposed site, whether iutially proposed by Area Developer or by Franchisor, shall be construed to ensure
or guarantee the profitable or successful operation of the Restaurant at that site by Area Developer and
Franchisor hereby expressly disclaims any responsibility therefor Area Developer acknowledges its sole
responsibility for finding each stte for the Restaurants 1t develops pursuant to this Agreement

62 Delivery of Disclosure Document, Execution of Lease and Franchise Agreement

(a) Promptly following Area Developer's receipt of Prelminary Acceptance Area
Developer shall proceed to negohate a lease or purchase agreement for the site and shall subnut to Franchisor a
copy of the proposed lease or purchase agreement as applicable, to Franchisor to allow Franchisor at least
fifteen (15) days to confirm that the provisions set forth in Section 6 4 have been included 1n the proposed lease
or purchase agreement and 1n the case of a lease, that Landlord and Area Developer have executed an Option to
Obtain Lease Assignment in the form specified by Franchisor Following Franchisor s receipt of the proposed
final lease or purchase agreement, as applicable, which meets Franchusor s requirements, and evidence of Area
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Developer’s satisfaction of all conditions set forth mn Franchisor s Prelimuinary Acceptance and in Section 6 4,
Franchisor shall notify Area Developer ( Final Acceptance’)

(b) Franchisor s review and acceptance of a lease shall not be construed to be an
endorsement of such lease, confirmation that such lease complies with Applicable Law, or confirmation that the
terms of such lease are favorable to Area Developer, and Franchisor hereby expressly disclaims any
responsibility therefore

(©) Subject to Section 64 and after Prelmnary Acceptance of each proposed site,
Franchisor shall deliver to Area Developer a copy of Franchisor’s Then-current Disclosure Document as may be
required by Applicable Law (the Disclosure Document”) and two (2) copies of the Then-current Franchise
Agreement Immediately upon receipt of the Disclosure Document Area Developer shall return to Franchisor a
signed copy of the Acknowledgment of Receipt of the Disclosure Document Area Developer acknowledges that
the new Franchise Agreement may vary substanhally from the current Franchise Agreement If Franchusor 1s not
legally able to deliver a Disclosure Document to Area Developer by reason of any lapse or expiration of its
franchise registration, or because Franchisor 1s in the process of amending any such registration, or for any
reason beyond Franchisor s reasonable control, Franchusor may delay Preliminary Acceptance (or Final
Acceptance) of the site for Area Developer s proposed La Salsa® Restaurant, or dehvery of a Franchise
Agreement, until such time as Franclusor 1s legally able to deliver a Disclosure Document

(d) Within tharty (30) days after Area Developer s receipt of the Disclosure Document and
the Then current Franchise Agreement, but no sooner than immediately after any applicable waiting periods
prescribed by Applicable Law have passed Area Developer shall execute two (2) copies of the Franchuse
Agreement described 1n the Disclosure Document and return them to Franchusor together with the applicable
Initral Franctuse Fee If Area Developer has so executed and returned the copies and Initial Franchise Fee and
has satisfied the conditions set forth in Section 6 4 and Franchusor has 1ssued the Final Acceptance, Franchisor
shall execute the copies and return one fully executed copy of such Franchise Agreement to Area Developer

(e Area Developer shall not execute any lease or purchase agreement for any La Salsa®
Restaurant, until Area Developer has received Final Acceptance and Franchisor has delivered to Area
Developer a fully executed Franchuse Agreement pursuant to Sechion 62(d) After Franchisor's Final
Acceptance of the site and lease, and 1ts delivery to Area Developer of the fully executed Franchise Agreement,
Area Developer shall then procure the site pursuant to the purchase agreement or lease which has been
reviewed and accepted by Franchisor, and shall forward to Franchusor within ten (10) days after its execution,
one copy of the executed lease or, 1f purchased, the deed evidencing Area Developer’s right to occupy the site
Area Developer shall then commence construction and operation of the La Salsa® Restaurant pursuant to the
terms of the applicable Franchuse Agreement

63 Terms of Leases Each Lease shall provide, unless Franchisor otherwise consents in wnting
prior to the execution of a Lease, that (1) the Lease may not be amended, assigned or sublet without Franchusor s
prior wntten consent, (u) Franchisor shall have the rnight (but not the obligation) to succeed to Area Developer’s
rights under the Lease 1f Area Developer fails to exeraise any option to renew, and or extend the term of the
Lease, (1) upon Area Developer s Default under the Lease, the Landlord shall notify Franchisor in writing at
least fifteen (15) days prior to the termination or non-renewal of the Lease, (1v) Franchusor shall have an option
to assume the Lease upon the termination or expiration of the Lease for any reason by giving written notice of
the election to Area Developer and the Landlord, (v) Area Developer shall have the unrestricted nght, without
the Landlord s consent, to assign or sublet the Franchised Location to Franchisor, or any franchusee or licensee
approved by Franchisor, and (v1) Franchisor shall have the night to enter the Franchused Location to remove all
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of the Marks from the Franchused Location and modify the decor of the Franchised Location so that 1t no longer
resembles, 1n whole or 1n part, a La Salsa® Restaurant if Area Developer fails to do so In lieu of including these
provisions in the Lease, Franchisor, Area Developer and the Landlord shall execute an Option to Obtain Lease
Assignment 1n the form specified by Franchusor at the time the Lease 1s executed by Area Developer and the
Landlord If Franchisor elects to succeed to Area Developer s nights under the Lease, Area Developer shall
assign to Franchisor all of its nght, itle and interest in and to the Lease and take all further action that
Franchisor, 1n 1ts sole and absolute discretion, may deem necessary or advisable to effect the assignment within
ten (10) days after wntten demand by Franchisor to do so

64 Condition Precedent to Franchisor's Obligations To protect the System, the Marks, the La
Salsa® trade secrets, and the goodwill associated with the same, Area Developer acknowledges and agrees that
as a condition precedent to Franchisor s obligations pursuant to Sections 6 1 and 6 2, and to Area Developer s
nght to develop each and every La Salsa® Restaurant, that Area Developer shall have satisfied all of the
following conditions precedent pnior to Franchisor s acceptance of the proposed La Salsa® Restaurant and the

site and lease or purchase agreement therefor, and Franchusor s execution of the Franchise Agreement therefor
|

(a) Area Developer (and each of 1ts Affihates which have developed or operate Restaurants
mn the Development Area) shall have fully performed all of 1ts obligations under thus Agreement and all
Franchise Agreements and other written agreements between Franchisor and Area Developer (or any such
Affihate of Area Developer), and must not at any ttme following Area Developer’s submission of 1ts Site Review
Request, and until Franchisor grants its acceptance of the proposed site, be in default of any of 1ts contractual or
other legal obhgations to Franchisor, or any of 1ts Affihates or any approved vendor or suppler, or to any
federal, state, county or municipal agency

(b) Area Developer shall have demonstrated to Franchisor in Franchusor s discretion Area
Developer s financial and other capacaity to perform the obhgations set forth in the proposed new Franchise
Agreement, including Area Developer s submission of a comprehensive management plan acceptable to, and
accepted by Franchisor, which shall include among other reasonable requirements as may be established by
Franchisor, an organization chart and supervisory requirements for the proposed La Salsa® Restaurant In
determuning 1f Area Developer 1s financially or otherwise capable, Franchisor shall apply the same criteria to
Area Developer as 1t applies to prospective area developers at that ime

() Area Developer shall continue to operate, in the Development Area, not less than the
cumulative number of La Salsa® Restaurants required by the Development Oblhigation set forth in Exhibit B to
be 1n operation as of the end of the immediately preceding Development Period

(d) Area Developer and each of its Affihates which have developed or operate Restaurants
in the Development Area shall have satisfied Franchisor s Mimmum Evaluation Requirements Any dispute
arising out of the terms of this paragraph, including the application of the Evaluation Rating’ system and
procedures, shall be resolved 1n accordance with the procedures set forth 1n Article 11

(e) Area Developer, and each of its Affihates who then has a currently effective franctuse
agreement or area development agreement with Franchisor, must sign a general release of any claims they may
have against Franchusor, and 1ts Affihates, on a form prescribed by Franchisor

) Area Developer shall have satisfied (or Franchisor shall have waived in wnting) any

conditions upon which Preliminary Acceptance was granted
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7 ASSIGNMENT AND SUB-FRANCHISING

71 Assignment by Franchisor This Agreement 1s fully transferable by Franchisor, in whole or in
part, without the consent of Area Developer and shall inure to the benefit of any transferee or their legal
successor to Franchisor s interests in this Agreement, provided, however, that such transferee and successor
shall expressly agree to assume Franchisor s obligations under this Agreement Without limiting the foregoing,
Franchisor may (1) assign any or all of its nghts and obligations under this Agreement to an Affihate, (u) sell its
assets, 1ts marks, or 1its System outnght to a third party, (1n) engage in a pubhc offering of its securities, (1v)
engage In a private placement of some or all of its secunites, (v) merge, acquire other corporations, or be
acquired by another corporation, or (v1) undertake a refinancing, recapitalization, leveraged buy-out or other
economic or finanaial restructuring  With regard to any of the above sales, assignments and dispositions, Area
Developer expressly and speafically waives any claims, demands or damages arising from or related to the loss
of Franchisor's name, Marks (or any variaton thereof) and System and/or the loss of association with or
identification of La Salsa Franchise, LLC, as Franchisor under this Agreement Area Developer specifically
warves any and all other claims, demands or damages ansing from or related to the foregoing merger
acquisition and other business combination activities including, without Linutation, any claim of divided loyalty,
breach of fiduaary duty, fraud, breach of contract or breach of the imphed covenant of good faith and fair
dealing Area Developer agrees that Franchisor has the nght, now or in the future, to purchase merge, acquire
or affihate with an existing competitive or non-competitive franchise network, chain or any other business
regardless of the location of that chains or business facihities, and to operate, franchuse or license those
businesses and/or facilities as La Salsa® Restaurants operating under the Marks or any other marks following
Franchuisor’s purchase, merger, acquisitton or affiliation regardless of the location of these facilities (which Area
Developer acknowledges may be within 1ts Development Area, proxiumate thereto or proximate to any of Area
Developer s restaurants) Franchisor shall be permitted to perform such actions without hability or obligation to
Area Developer who expressly and specifically waives any claims, demands or damages arising from or related
to any or all of the above actions (or variations thereof) |

72 No Sub-Franchising by Area Developer

To protect the System, the Marks, the La Salsa® trade secrets, and the goodwill associated with the same

(a) Area Developer shall not offer, sell or negotiate the sale of La Salsa® Franchises to any
third party, either in Area Developer’s own name or mn the name and/or on behalf of Franchusor, or otherwise
sub-franchise, subcontract, sublicense, share, divide or partiion thus Agreement, and nothing i this Agreement
will be construed as granting Area Developer the nght to do so Area Developer shall not execute any Franchise
Agreement with Franchisor, or construct or equip any La Salsa® Restaurant with a view to offering or assigning
such Franchise Agreement or La Salsa® Restaurant to any third party

(b) Notwithstanding Section 7 2(a), Area Developer may, with Franchusor’s prior written
consent, execute and contemporaneously assign a Franchise Agreement executed pursuant to this Agreement to
a separate Entity, provided and on condition that

(8] Upon Franchisor’s request, Area Developer has delivered to Franchisor a true,
correct and complete copy of the transferee Entity s articles of mmcorporation or articles of orgaruzation, bylaws,
operating agreement, partnership agreement, and other organizational documents, and Franchisor has accepted
the same,

(u) The transferee Entity s articles of incorporation or articles of orgarnuzation,
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bylaws, operating agreement, and partnership agreement as applicable, shall provide that 1ts actvities are
confined exclusively to operating Restaurants,

(m)  Area Developer directly owns and controls not less than fifty-one percent
(51%) of the Equity and voting rights of such Entity, '

() Such Entity 1s in good standing in 1ts jurisdichon of orgamzation and each
other junsdichon where the conduct of 1ts busmness or the operation of its properties requires 1t to be so
qualified,

(V) The person designated by Area Developer as the Operating Principal has
exclusive day-to day operational control over such Entity,

(v1) Such Entity conducts no business other than the operation of the La Salsa®
Restaurant,

(vu)  Such Entty assumes all of the obligations under the Franchise Agreement as
franchisee pursuant to written agreement, the form and substance of which shall be acceptable to Franchusor,

(vin)  Each person or Entity comprnising Area Developer, and all present and future
Owners of ten percent (10%) or more (directly or indirectly), in the aggregate, of the Equity or voting nghts of
any franchisee under any and all Franchise Agreements executed pursuant to this Agreement shall execute a
wrntten guarantee mm a form prescibed by Franchisor, personally, irrevocably and unconditionally
guaranteeing, jointly and severally, with all other Guarantors, the full payment and performance of all of the
obligations to Franchisor and to Franchusor’s Affihates under tlus Agreement and each Franchise Agreement
executed pursuant to this Agreement (for purposes of determirung whether said ten percent (10%) threshold 1s
satisfied, holdings of spouses, family members who live in the same household, and Affihates shall be

aggregated),

(1x) None of the Owners of the Equity of the franchisee under the applicable
Franchuse Agreement 1s engaged in Competiive Activities,

(x) At Franchisor's request, Area Developer shall, and shall cause each of its
Affihates to execute and deliver to Franchisor a general release on a form prescribed by Franctusor of any and
all known and unknown claims against Franchisor and 1its Affihates and their officers, directors, agents,
shareholders and employees, and

(x1) Area Developer shall reimburse Franchisor for all direct and indirect costs and
expense tt may incur in connection with the transfer and assignment, including attorney’s fees

(c) In the event that Area Developer exercises 1ts nghts under Section 7 2(b) then, Area
Developer and such assignee Entity shall, in addition to any other covenants contained in the applicable
Franchise Agreement affirmatively covenant to continue to satisfy each of the conditions set forth in Section
7 2(b) throughout the term of such Franchise Agreement
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73 Assignment by Area Developer

To protect the System, the Marks, the La Salsa® trade secrets, and the goodwill associated with
the same

(@) This Agreement has been entered into by Franchusor mn rehance upon and
consideration of the singular personal skill and qualifications possessed by Area Developer, and Franchisor s
resulting trust and confidence in Area Developer Therefore, subject to Franchisor’s nght of first refusal
pursuant to Sechion 7 3(d), neither Area Developer s interest in this Agreement nor any of its nnghts or privileges
under this Agreement shall be assigned or transferred, voluntarily or involuntarily, in whole or 1n part, by
operation of Applicable Law or otherwise (‘ Assignment’), in any manner without Franchisor’s prior written
consent, which consent may be withheld for any reason whatsoever in Franchisor s judgment Except as
provided m Section 7 2(b), Area Developer acknowledges and agrees that 1t will not be permutted to make an
Assignment of this Agreement or sell, gift, convey assign or transfer the assets used in any of the La Salsa®
Restaurants developed under this Agreement or any Franchise Agreement executed pursuant to this Agreement
except 1n conjunchon with a concurrent Assignment to the same approved assignee of all of the assets used in
all of said La Salsa® Restaurants, and all of the Franchise Agreements executed pursuant to this Agreement or at
Franchusor s election the execution by the assignee of new Franchise Agreements on Franchusor’s Then-current
form for each of the La Salsa® Restaurants then developed or under development by Area Developer, and
otherwise 1n accordance with the terms and conditions of Area Developer s Franchise Agreement(s)

(b) Area Developer shall not, directly or indirectly, pledge, encumber, hypothecate or
otherwise grant any third party a securnity interest in this Agreement in any manner whatsoever without the
prior express wntten consent of Franchusor To the extent that the foregoing prohubihon may be meffective
under Applicable Law, Area Developer shall provide not less than ten (10) days’ prior wntten notice (which
notice shall contain the name and address of the secured party and the terms of such pledge, encumbrance,
hypothecation or secunty interest) of any pledge, encumbrance, hypothecation or secunity interest in this
Agreement

(o) Secuntes, partnershup or other ownership interests in Area Developer may not be
offered to the public under the Secunities Act of 1933, as amended, nor may they be registered under the
Secunties Exchange Act of 1934, as amended, or any comparable federal, state or foreign law, rule or regulation
Such interests may be offered by private offering or otherwise only with the prior written consent of Franchisor
whuch consent shall not be unreasonably withheld All matenals required for any such private offering by
federal or state law shall be submitted to Franchisor for a hmted review as discussed below prior to being filed
with any governmental agency, and any materials to be used mn any exempt offering shall be submitted to
Franchusor for such review prior to their use No such offering by Area Developer shall imply that Franchusor 1s
partiapating in an underwriting, issuance or offering of secunties of Area Developer or Franchisor, and
Franchusor’s review of any offering materials shall be limated solely to the subject of the relationship between
Area Developer and Franchisor and its Affihates Franchusor may, at 1its option, require Area Developer’s
offering matenals to contain a wrnitten statement prescribed by Franchisor concerning the limutations described
in the preceding sentence Area Developer, 1ts Owners and the other particaipants in the offering must fully
defend and mdemnufy Franchisor, and its Affihates, their respective partners and the officers, directors,
manager(s) (if a hmited labihity company), shareholders members, partners, agents, representatives,
independent contractors, servants and employees of each of them, from and against any .and all losses, costs and
hability in connection with the offening and shall execute any additional documentation required by Franchisor
to further evidence this indemnuty For each proposed offering, Area Developer shall pay to Franchisor a non-
refundable fee of $5,000, which shall be in addition to any Transfer Fee under any Franchise Agreement or such
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greater amount as 1s necessary to remburse Franchisor for 1ts reasonable costs and expenses associated with
reviewing the proposed offering, including without hntation, legal and accounting fees Area Developer shall
give Franchusor written notice at least thurty (30) days prior to the date of commencement of any offering or
other transaction covered by this Sechion

(d) Area Developer’s wrnitten request for consent to any Assignment must be accompaned
by an offer to Franchisor of a night of first refusal to purchase the interest whuch 1s proposed to be transferred,
on the same terms and conditions offered by the third party, provided that Franchusor may substitute cash for
any non-cash considerahion proposed to be given by such third party (in an amount determuned by Franchisor
reasonably and 1n good faith as the approximate equivalent value of said non-cash consideration), and provided
further that Area Developer shall make representations and warranties to Franchisor customary for transactions
of the type proposed (the ‘Purchase Option”) If Franchisor elects to exerase the Purchase Option, Franctusor
or 1ts nominee, as applicable, shall send wntten notice of such election to Area Developer within thurty (30) days
of receipt of Area Developer’s request If Franchisor accepts such offer, the closing of the transaction shall occur
within one hundred twenty (120) days following the date of Franchisor’s acceptance Any material change 1n
the terms of an offer prior to closing or the failure to close the transaction within one hundred twenty (120) days
following the written notice provided by Area Developer shall cause 1t to be deemed a new offer, subject to the
same night of first refusal by Franchisor, or its third-party designee, as in the case of the mutal offer
Franchusor s failure to exeraise such option shall not constitute consent to the transfer or a waiver of any other
provision of this Agreement, including any of the requirements of this Article with respect to the proposed
transfer ~ Franchisor may assign Franchisor s nght of first refusal, in 1ts discretion to an Affihate or third party
designee

(e) If Area Developer 1s an Entity, each of the following shall be deemed to be an
Assignment of this Agreement (1) the sale, assignment, transfer, conveyance, gift, pledge, mortgage, or other
encumbrance of more than forty nine percent (49%) in the aggregate, whether 1n one or more transactions, of
the Equity or voting power of Area Developer, by operation of law or otherwise or any other event(s) or
transaction(s) which, directly or indirectly, effectively changes control of Area Developer, (1) the 1ssuance of any
securities by Area Developer which itself or in combination with any other transaction(s) results in the Owners,
as constituted on the Effechve Date, owning less than fifty-one percent (51%) of the outstanding Equity or
voting power of Area Developer, (i) if Area Developer 1s a Partnership, the resignation, removal, withdrawal,
death or legal incapaaty of a general partner or of any himited partner owning more than forty-rune percent
(49%) of the Partnership Rights of the Partnership, or the admission of any additional general partner, or the
transfer by any general partner of any of its Partnership Rights in the Partnership, or any change in the
ownership or control of any general partner, (1v) the death or legal incapacity of any Owner owning more than
forty-nine percent (49%) of the Equity or voting power of Area Developer, and (v) any merger, stock
redemption, consolidation, reorgamization, recapitalization or other transfer of control of the Area Developer,
however effected If Area Developer 1s an Entity, Area Developer shall promptly provide Franchusor with
written notice (stating such information as Franchisor may from time to time require) of each and every transfer,
assignment and encumbrance by any Owner of any direct or indirect Equity or voting rights in Area Developer,
notwithstanding that the same may not constitute an “Assignment as defined under this Section

() If the transferee/assignee 1s a person whose native language 1s not English  or who
does not meet other cnitena that Franchisor specifies, the transferee/assignee may first need to score suffictently
high, as determined solely by us, on a professionally-administered English language proficiency examination
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8 NON-COMPETITION

Area Developer specifically acknowledges and agrees that prior to becoming an Area Developer or
franchusee of Franchisor, Area Developer had no experience, information or knowledge whatsoever about the
operation of Mexican-style, fast service Restaurants or La Salsa Restaurants and that Area Developer’s
knowledge of the Confidential Information was obtained solely from Franchusor, following Area Developer’'s
training by Franchisor and Area Developer s subsequent operation of the Restaurant under thus Agreement To
protect the System, the Marks, the La Salsa® trade secrets, and the goodwill associated with the same, Area
Developer shall not, during the term of thus Agreement or thereafter, communicate, divulge, or use for the
benefit of anyone else, any information that Franchusor considers 1ts trade secrets and/or Confidental
Information Area Developer shall divulge such Confidential Information only to 1ts supervisonal or managerial
personnel

81 In_Term Dunng the Term, no Restricted Person shall in any capaaty, erther directly or
indirectly through one (1) or more Affilates or otherwise, (1) engage 1n any Competitive Activities at any
location, whether within or outside the Development Area, unless Franchusor shall consent thereto in writing,
(n) divert or attempt to divert any busmness or any customers of any La Salsa Restaurant to any other person or
Entity by direct or indirect inducement or otherwise, or do or perform, directly or indirectly, any other act
mjurious or prejudiaal to the goodwill associated with the Marks, or (1) employ or seek to employ any person
who 15 or has been within the preceding thurty (30) days employed by Franchisor or an Affihate of Franchisor as
a managerial or supervisory employee, or otherwise directly or indirectly induce such person to leave his or her
employment

82 Post-Term To the extent permutted by Apphicable Law, upon (1) the expiration or termunation of
thuis Agreement, (1) the occurrence of any Assignment, (m1) the cession of any Restricted Person’s relationship
with Area Developer, e, or (1v) the entry of a final court order (after all appeals have been taken) with respect to
any of the foregoing events or with respect to enforcement of this Section 8 2ach person who was a Restricted
Person before such event shall not for a period of twenty-four (24) months thereafter, either directly or
indirectly, own, operate, advise, be employed by, or have any finanaal interest in any business engaged n
Competitive Activities located at a location designated as a ‘Franchised Location” in a Franchise Agreement
between Franchisor as franchisor, and Area Developer, or an affiliate or owner of Area Developer, as franchisee,
except 1n accordance with the terms of an effective Franchise Agreement between Franchisor, as franchisor, and
Area Developer, or an Affiliate or Owner of Area Developer, as franchisee, or wathin the Development Area,
without Franchisor’s prior wrnitten consent  In applying for such consent, Area Developer will have the burden
of establishing that any such achivity by 1t will not involve the use of benefits provided under this Agreement or
constitute unfair competition with Franchisor or other franchisees or area developers of Franchisor

83 Modification

(@) The parties have attempted 1n Sections 8 1 and 8 2 above to limit the Area Developer s
right to compete only to the extent necessary to protect Franchisor from unfair competihon The parties hereby
expressly agree that 1if the scope or enforceability of Sections 81 or 82 1s disputed at any time by Area
Developer, a court or Arbitrator, as the case may be, may modify either or both of such provisions to the extent
that 1t deems necessary to make such provision(s) enforceable under Applicable Law In addition, Franchisor
reserves the right to reduce the scope of erther, or both of said provisions without Area Developer’s consent, at
any time or humes, effechve immediately upon notice to Area Developer
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(b) In view of the importance of the Marks and the incalculable and irreparable harm that
would result to the parties in the event of a Default under thus Article 8, the parties agree that each party may
seek specific performance and/or ijjunctive relief to enforce the covenants and agreements in this Agreement, in
addition to any other relief to whuch such party may be entitled at law or in equuty Each party submuts to the
exclusive junisdiction of the courts of the State of Califorrua and the Umited States federal courts siting n
Orange County, California for purposes thereof The parties agree that venue for any such proceeding shall be
the state and federal courts located in Orange County, California

9 TERMINATION

91 Bankruptcy or Insolvency Area Developer shall be deemed to be m default under ths
Agreement, and all nights granted to Area Developer under this Agreement shall automatically terminate
without notice to Area Developer 1if Area Developer becomes insolvent or makes a general assignment for the
benefit of creditors, 1f a petition 1n bankruptcy 1s filed by Area Developer or such a petition 1s filed against and
not opposed by Area Developer 1f Area Developer is adjudicated as bankrupt or insolvent if a bill in equity or
other proceeding for the appointment of a receiver of Area Developer or other custodian for Area Developer s
business or assets 1s filed and consented to by Area Developer, if a recetver or other custodian (permanent or
temporary) of Area Developer s assets or property or any part thereof, 1s appointed by any court of competent
junisdiction, 1f proceedings for a composihion with creditors under any state or federal law 1s instituted by or
against Area Developer, if a final judgment remamns unsatisfied or of record for 30 days or longer (unless a
supersedeas bond 1s filed) 1f Area Developer 1s dissolved, if execution 1s levied aganst Area Developers
business or property, if suit to foreclose any lien or mortgage against the Restaurant(s) or assets 15 mstituted
agamnst Area Developer and not dismissed within 30 days, or if the real or personal property of the Restaurant 1s
sold after levy thereupon by any shenff, marshal, or constable

92 Termination Pursuant to a Default of this Agreement

(a) Subject to Apphcable Law to the contrary this Agreement may be terminated by
Franchisor 1n the event of any Default by Area Developer of this Agreement, unless such Default 1s cured by
Area Developer within five (5) days following wrtten notice of the Default (in the case of a failure to pay
money), or twenty (20) days following wrtten notice of the Default (in the case of any other Default), provided
that 1n the case of a Default by Area Developer (or 1ts Affiliate) under any Franchise Agreement or other written
agreement, the notice and cure provisions of the Franchise Agreement or other agreement shall control, and
provided, further, however, that any Default described in Sections 9 1(b)(1), (u). (v} or (vu) below shall be
deemed incurable

(b) The term default’, as used 1n this Agreement, includes the following

() Any Assignment or attempted Assignment in violation of the terms of Section
72 or 73 of this Agreement, or without the wntten consents required pursuant to this Agreement, provided,
however, (1) upon prompt written request following the death or legal incapacity of an Area Developer who 1s
an individual, Franchisor shall allow a peniod of up to sixty (60) days after such death or legal incapaaity for hus
or her heirs personal representatives, or conservators (the ‘Heirs’ ) to seek and obtain Franchisor s consent to
the Assignment his or her nghts and interests in this Agreement to the Heirs or to another person acceptable to
Franchisor, or (2) upon prompt wntten request following the death or legal incapaaity of an Owner of an Area
Developer which 1s an Entity, directly or indirectly, owrung more than forty-mne percent (49%) or more of the
Equity or voting power of Area Developer, Franchisor shall allow a penod of up to sixty (60) days after such
death or legal incapaaity for hus or her Heir(s) to seek and obtain Franchusor s consent to the Assignment of such
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Equty to the Heir(s) or to another person or persons acceptable to Franchisor 1If, within said sixty (60) day
period said Heir(s) fail to receive Franchisor’s consent as aforesaid or to effect such consented to Assignment,
then this Agreement shall immediately terminate at Franchisor s elechon

(n) Subject to Section 2 3 of this Agreement, failure of Area Developer to satisfy the
Development Obligation within the Development Periods set forth in this Agreement

(m)  Falure of Area Developer (or any Affihate of Area Developer) to pay any
Imtial Franchise Fee or Continuing Royalty 1n a timely manner as required by this Agreement or any Franchise
Agreement signed by Area Developer

(v) Area Developer's openung of any La Salsa® Restaurant in the Development
Area except 1n strict accordance with the procedures set forth in Sections 6 1 through 6 4 of thus Agreement

v) Failure of Area Developer to fully comply with the requirements of Section 8 1
of this Agreement

(v1) Any Default of any other agreement between Area Developer (or any Affiliate
of Area Developer) and Franchusor (or any Affihate of Franchisor), including any Franchise Agreement executed
pursuant to this Agreement

(v)  Any Default in any obligation under this Agreement that by 1ts nature 1s not
capable of being cured by Area Developer

10 GENERAL CONDITIONS AND PROVISIONS

101  Relationship of Area Developer to Franchisor It 1s expressly agreed that the parties intend by
this Agreement to establish between Franchisor and Area Developer the relationship of franchusor and area
developer It1s further agreed that Area Developer has no authonty to create or assume in Franchisor’s name or
on behalf of Franchisor, any obhigation, express or implied or to act or purport to act as agent or representative
on behalf of Franchisor for any purpose whatsoever Neither Franchisor nor Area Developer 1s the employer
employee agent, partner or co-venturer of or with the other, each being independent Area Developer agrees
that 1t will not hold 1tself out as the agent, employee, partner or co-venturer of Franchisor All employees hired
by or working for Area Developer shall be the employees of Area Developer and shall not, for any purpose, be
deemed employees of Franchisor or subject to Franchisor control Area Developer acknowledges and agrees that
Area Developer alone shall exerase day-to day control over all operations, activites and elements of the
Restaurants, including over Area Developer s employees, and that under no arcumstance shall Franchisor do so
or be deemed to do so Area Developer further acknowledges and agrees that the various requirements,
restrichons, prohubitions, specifications and procedures of the System that Area Developer must comply with
under the Franchuse Agreements, the Manuals or otherwise, do not directly or indirectly constitute, suggest,
infer or 1mply that Franchusor controls any aspect or element of the day-to-day operations of the Restaurants,
which Area Developer alone controls, but only constitute standards to which Area Developer must adhere
when exeraising Area Developer’s control over the day-to day operations of the Restaurants consistent wath the
pohcies of Franchusor Each of the parties agrees to file its own tax, regulatory and payroll reports with respect
to 1ts respective employees and operations, saving and indemnufying the other party to this Agreement of and
from any liability of any nature whatsoever by virtue thereof
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102  Indemnity by Area Developer Area Developer hereby agrees to protect, defend and indemrufy
Franchuisor, and all of its past, present and future Owners, Affihates, officers, directors, employees attorneys
and designees and hold them harmless from and against any and all costs and expenses, including attorneys
fees, court costs, losses, habilites, damages, claims and demands of every kind or nature on account of any
actual or alleged loss, injury or damage to any person firm or corporation or to any property ansing out of or
connection with Area Developer s construchion, development or operation of La Salsa® Restaurants pursuant to
this Agreement, except to the extent caused by intentional acts of Franchusor in breach of thus Agreement The
terms of this Sechion 10 2 shall survive the termunation, expiration or cancellation of this Agreement

103 No Consequential Damages For Legal Incapactty Franchisor shall not be hable to Area

Developer for any consequental damages, including lost profits, interest expense, increased construction or
occupancy costs, or other costs and expenses incurred by Area Developer by reason of any delay 1n the delivery
of Franchisor’s Disclosure Document caused by legal incapaaity during the Term or other conduct not due to
the gross neglhigence or intentional musfeasance of Franchisor

104  Waiver and Delay No waiver by Franclusor of any Default or Defaults, or series of Defaults in
performance by Area Developer, and no failure, refusal or neglect of Franchusor to exercise any night, power or
option given to 1t under thus Agreement or under any Franchise Agreement or other agreement between
Franchisor and Area Developer, whether entered into before, after or contemporaneously with the execution of
this Agreement (and whether or not related to the La Salsa® Restaurants), or to msist upon strict comphance
with or performance of Area Developer s (or 1ts Affilates) obligations under thus Agreement or any Franchuse
Agreement or other agreement between Franchisor and Area Developer (or 1ts Affihates), whether entered into
before, after or contemporaneously with the execution of this Agreement (and whether or not related to the La
Salsa® Restaurants), shall constitute a waiver of the provisions of this Agreement with respect to any continuing
or subsequent Default or a waiver by Franchusor of 1ts nght at any time thereafter to require exact and strct
compliance with the provisions thereof

105  Survival of Covenants The covenants contained in this Agreement which, by their nature or
terms, require performance by the parties after the expiration or termunation of this Agreement shall be
enforceable notwithstanding said expiration or other termunation of this Agreement for any reason whatsoever

106  Successors and Assigns This Agreement shall be binding upon and inure to the benefit of the
successors and assigns of Franchisor and shall be binding upon and 1nure to the benefit of Area Developer and
his or their respective, herrs, executors, admrrnustrators, and 1its successors and assigns, subject to the prohibitions
and restrichons against Assignment contained 1n thus Agreement

107  Joint and Several Liability If Area Developer consists of more than one person or Entity, or a
combination thereof the obligations and labilities of each of such person or Entity to Franchisor are joint and
several, and such person(s) or Entities shall be deemed to be general partnershup

108  Entire Agreement This Agreement and the Exhibits incorporated mto this Agreement contain
all of the terms and conditions agreed upon by the parties to this Agreement concerning the subject matter of
this Agreement No other agreements concerning the subject matter of this Agreement, written or oral, shall be
deemed to exist or to bind any of the parties to this Agreement and all prior agreements, understandings and
representations, are merged into this Agreement and superseded hereby Area Developer represents that there
are no contemporaneous agreements or understandings between the parties relating to the subject matter of this
Agreement that are not contained 1n this Agreement No officer or employee or agent of Franchisor has any
authonty to make any representation or promise not included in this Agreement or any disclosure document for
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prospective franchisees required by Applicable Law, and Area Developer agrees that it has executed this
Agreement without reliance upon any such representation or promuse This Agreement cannot be modified or
changed except by written instrument signed by all of the parties to this Agreement Notwithstanding the
foregoing, nothing in this Agreement 1s mntended to disclaim representations Franchisor made to Area
Developer in the Franchise Disclosure Document or in any related document that Franchusor previously
furrushed to Area Developer

109  Titles for Convenience Article and paragraph titles used this Agreement are for converuence
only and shall not be deemed to affect the meaning or construction of any of the terms, provisions covenants, or
conditions of thus Agreement

1010 Gender and Construction The terms of all Extubits to this Agreement are hereby incorporated
into and made a part of this Agreement as 1If the same had been set forth 1n full in this Agreement All terms
used 1n any one number or gender shall extend to mean and include any other number and gender as the facts,
context or sense of this Agreement or any article or Section of thus Agreement may require As used 1n this
Agreement, the words include,’ includes or “including are used in a non-exclusive sense Unless otherwise
expressly provided 1n this Agreement to the contrary, any consent approval, acceptance or authorization of
Franchisor which Area Developer may be required to obtain under thus Agreement may be given or withheld by
Franchusor 1n 1ts sole discretion To protect the System, the Marks, the La Salsa® trade secrets, and the goodwill
assoaiated with the same, on any occasion where Franclusor 1s required or permitted under this Agreement to
make any judgment, determination or use 1ts discretion, including any decision as to whether any condition or
arcumstance meets Franchisor’s standards or satisfaction, Franchisor may do so 1 1ts sole subjective judgment
and discretion Neither this Agreement nor any uncertainty or ambiguity in this Agreement shall be construed
or resolved agamst the drafter of this Agreement, whether under any rule of construction or otherwise On the
contrary, thus Agreement has been reviewed by all parties and shall be construed and interpreted according to
the ordinary mearnung of the words used so as to fairly accomplish the purposes and intentions of all parties to
this Agreement Franchisor and Area Developer intend that if any provision of thus Agreement 1s susceptible to
two (2) or more constructions, one (1) of which would render the provision enforceable and the other or others
of which would render the provision unenforceable, then the provision shall be given the meaming that renders
1t enforceable

1011 Severability, Modificahion Nothing contained in this Agreement shall be construed as
requiring the commussion of any act contrary to Applicable Law Whenever there 1s any conflict between any
provisions of this Agreement and any present or future statute, law, ordinance or regulation contrary to which
the parties have no legal night to contract, the latter shall prevail, but in such event the provisions of this
Agreement thus affected shall be curtailled and himited only to the extent necessary to bring it within the
requirements of the law In the event that any part, article, paragraph sentence or clause of this Agreement
shall be held to be indefimte, invalid or otherwise unenforceable, the indefirute, invalid or unenforceable
provision shall be deemed deleted, and the remainung part of this Agreement shall continue 1n full force and
effect

1012 Counterparts and Electronic Transmission, Electronic Signatures This Agreement may be
executed In any number of counterparts, each of which shall be deemed to be an onginal and all of which
together shall be deemed to be one and the same instrument Copies of this Agreement with signatures that
have been transmitted by email or by facsimile shall constitute and be deemed original copies of this Agreement
for all purposes, provided that the copies are fully executed, dated and 1dentical in form to the original hard
copy version of this Agreement In addition, this Agreement and all Exhabits to thus Agreement may be signed
electrorucally by the Parties and electronic signatures appearing on this Agreement and the Exhubits shall be
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deemed to be the same as handwntten signatures for the purposes of the validity, enforceability and
admussibility of this Agreement and the Extubits

1013 Fees and Expenses Should any party to this Agreement commence any action or proceeding
for the purpose of enforang, or preventing the Default of, any provision of this Agreement, whether by
arbitration, judical or quasi judical action or otherwise, or for damages for any alleged Default of any
provision of this Agreement, or for a declaration of such party s nghts or obligations under this Agreement,
then the prevaihng party shall be reirmbursed by the losing party for all costs and expenses incurred in
connection therewith, including reasonable attorneys’ fees for the services rendered to such prevailing party

10 14 Notices Except as otherwise expressly provided mn this Agreement, all wntten notices and
reports permitted or required to be delivered by the parties pursuant to thus Agreement shall be deemed so
delivered at the time delivered by hand, one (1) business day after electronic transmussion (with confirmation
copy sent by regular Uruted States mail) or three (3) business days after placement in the Unuted States mail by
Registered or Certified Mail, Return Receipt Requested, postage prepaid and addressed as follows

If to Franchisor La Salsa Franchise, LLC
320 Commerce, Swate 100
Irvine, Califorria 92602
Attn Charles Rink, President
Facsimile No (949) 270-8901

With a copy (whuch shall not constitute notice) to

Barry Kurtz, Esq

Lewitt, Hackman, Shapiro, Marshall & Harlan
16633 Ventura Boulevard, 11t Floor

Encino, CA 91436

Facsimile No (818) 981-4764

If to Area Developer

Attention
Facstmile No

I
Any party may change his or its address by giving ten (10) days’ prior written notice of such change to all other
parties

11 DISPUTE RESOLUTION

111  Arbitration Except as provided in Section 11 2 and except as precluded by Applicable Law, any
controversy or claim between Franchisor and Area Developer arising out of or relating to this Agreement or any
alleged default under this Agreement, including any 1ssues pertaing to the arbitrability of such controversy or
claim and any claim that this Agreement or any part of this Agreement 1s invalid, illegal, or otherwise voidable
or void, shall be submitted to binding arbitration conducted before and 1n accordance with the Commercial
Rules of the American Arbitration Association (“AAA”), by one arbitrator selected by Franchisor and Area
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Developer 1n accordance with said rules Judgment upon any award rendered may be entered wn any Court
having jurisdiction thereof Except to the extent prohibited by Applicable Law, (1) the proceedings shall be held
i Los Angeles, Califorrua, (1) all arbitration proceedings and claims shall be filed and prosecuted separately
and mdividually 1n the name of Area Developer and Franchisor, and not 1n any representative capacity, and
shall not be jomned or consolidated, or otherwise filed concurrently in the same proceeding, with claims asserted
by or against any other licensee, franchisee or area developer, and (wm) the arbitrator shall have no power or
authority to grant puritive or exemplary damages as part of its award The party mtating a claim or
counterclaim 1n any arbitration proceedings shall pay all filing fees related thereto In no event may the
matenal provisions of this Agreement, or any ancillary agreement executed n connection with this Agreement,
mcluding, but not limuted to the method of operation, authorized product line sold or monetary obligations
specified in this Agreement, amendments to this Agreement or in the Manuals be waived, modified or changed
by the arbitrator at any arbitration hearing The substantive law applied 1n such arbitration shall be as provided
m Section 115 The arbitration and the parties’ agreement to arbitrate shall be deemed to be self-executing, and
if exther party fails to appear at any properly-noticed arbitration proceeding, an award may be entered against
such party despite said failure to appear The arbitral decision shall be binding and conclusive on the parties A
judgment confirmung the award may be given by any Cabforrua court having jurisdiction, or that court may
vacate, modify, or correct the award in accordance with the prevailling provisions of the Califorma statute
governing arbitration  All 1ssues relating to arbitrability or the enforcement of the agreement to arbitrate
contamed in thuis Agreement shall be governed by the Federal Arbitration Act (9 USC § 1 et seq),
notwithstanding any provision of this Agreement specifying the state law under which this Agreement shall be
governed and construed The parties agree to be bound by the provisions of the hmitations on the period of
time 1n which claims must be brought under Applicable Law or this Agreement, whichever expires earlier The
parties further agree that, in connection with any arbitration proceeding conducted under this Agreement, each
party must submut or file any claim which would constitute a compulsory counterclaim (as defined by Rule 13
of the Federal Rules of Civil Procedure) within the same proceeding as the claim to which 1t relates Any such
claim whuch 1s not submitted or filed as described above shall be forever barred

112  Exceptions to Arbitration The arbitration provision in Section 11 1 of this Agreement shall not
apply to (1) any action for mjunctive or other provisional relief, including, but not limited to, enforcement of
hiens, secunty agreements, or attachments, which a party deems to be necessary or appropriate to compel the
other party to comply with 1ts obligations under this Agreement, or (1) any action Franchisor deems to be
necessary or approprate to protect the Marks and trade secrets of Franchisor Any claim or dispute mvolving
or contesting the validity of any of the Marks shall not be subject to arbitration

113  Other Remedies Nothing in this Section 11 shall prejudice the right of any party to obtain
provisional rehief or other equitable remedies from a court of competence junisdiction as shall otherwise be
available under Applhicable Law

114 Mediation Notwithstanding anything to the contrary in Section 11 1 of this Agreement, before
either party may mutiate any arbitration proceeding as described above (other than swts descrnibed 1 Section
11 3), Franchisor and Area Developer pledge to attempt first to resolve any Dispute pursuant to mediation
conducted 1n accordance with the Commercial Mediation Rules of the AAA unless Franchusor and Area
Developer agree on alternative rules and a mediator within fifteen (15) days after erther party first gives notice
of mediahon Mediation shall be conducted in Orange County, Califorrua, and shall be conducted and
completed withun forty-five (45) days following the date either party first gives notice of mediation unless
otherwise agreed to mn wnting by Franchisor and Area Developer If the parties fail to complete mediation
within the forty-five (45) day peniod, erther Franchisor or Area Developer may irtiate an arbitration proceeding
in accordance with Section 111 The fees and expenses of the mediator shall be shared equally by Franchisor
and Area Developer The mediator shall be disqualified as a witness, expert or counsel for any party with
respect to the Dispute and any related matter Mediation 1s a compromise negotiation and shall constitute
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privileged commurnucations under Califorria and other Apphicable Laws The entire mediation process shall be
confidential and the conduct, statements, pronuses, offers, views and opiuons of the mediator and Franchisor
and Area Developer shall not be discoverable or admussible in any legal proceeding for any purpose, provided,
however that eviddence whuch 1s otherwise discoverable or adnussible shall not be excluded from discovery or
admission as a result of its use in the mediahon Notwithstanding anything to the contrary set forth in this
Agreement, any party that fails to reasonably cooperate in scheduling and completing a mediation within forty-
five (45) days after giving or recerving notice thereof shall be precluded from recovering costs, expenses, and/or
prevailing party attorneys fees in any subsequent legal proceeding

115  Governing Law This Agreement shall be governed by and construed in accordance with the
laws of the State of Califorrma  except for the provisions in of Sections 8 1 through and mcluding 8 3 of thus
Agreement which shall be governed by the laws of the state in which the Restaurant operated under this
Agreement 1s located In the event of any conflict of law, the law of the state of Califorrua shall prevail, without
regard to any conflict of law principles Nothing in this Section 11 5 1s intended by the Parties to subject thus
Agreement to any franchuse or ssmilar law, rule or regulation of any state to which 1t would not otherwise be
subject

116 Survival The terms of this Article 11 shall survive termination, expiratton or cancellahion of this
Agreement

117  Exceptions to Mediabon The mediation provisions in Section 114 shall not apply to any
action for injunctive or other provisional rehef, including, without himutation, enforcement of hens, security
agreements, or attachment, as Franchisor deems to be necessary or appropnate to compel Area Developer to
comply with Area Developer s obhigations to Franchusor and/or to protect the Marks Any claim or dispute
involving or contesting the validity of any of the Marks shall not be subject to mediation

12 SUBMISSION OF AGREEMENT

The submussion of this Agreement does not constitute an offer and this Agreement shall become
effective only upon the execution thereof by Franchusor and Area Developer

13 AREA DEVELOPER

131  Entity Area Developer Information If Area Developer 1s an Entity, Area Developer represents
and warrants that the information set forth in Exhibit C which 1s annexed to this Agreement and by this
reference made a part of thus Agreement, 1s accurate and complete in all materal respects Area Developer shall
notify Franchisor in wnting within ten (10) days of any change in the information set forth in Exhubit C, and
shall submut to Franchisor a revised Exhibit C, which shall be certified by Area Developer as true correct and
complete and upon acceptance thereof by Franchusor shall be annexed to this Agreement as Exhibit C Area
Developer promptly shall provide such addihonal information as Franchusor may from time to time request
concerrung all persons who may have any direct or indirect financial interest in Area Developer, including
providing copies of all amendments to Area Developer ‘Entity Documents’ as defined in Exhibit C  Area
Developer shall conduct no business other than the business contemplated under this Agreement and under
any currently effechive Franchise Agreement between Franchusor and Area Developer The Entity Documents of
Area Developer shall recite that the 1ssuance and transfer of any interest therein 1s subject to the restrictions set
forth in this Agreement and any Franchise Agreement executed pursuant thereto
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132  Operating Principal, Director of Operations

(@) The Operating Prinapal shall be principally responsible for commurucating and
coordinating with Franchisor regarding business operational and other ongoing matters concermung this
Agreement and the Restaurants developed pursuant to this Agreement The Operating Prinapal shall have the
full authonty to act on behalf of Area Developer 1n regard to performing, admimstering or amending this
Agreement and all Franchise Agreements executed pursuant to thus Agreement Franchisor may but 1s not
required to, deal exclusively with the Operating Principal 1n such regards unless and until Franchisor’s actual
recetpt of written notice from Area Developer of the appointment of a successor Operating Principal, who shall
have been accepted by Franchisor

(b) Commencing on the date which Area Developer, directly or indirectly through one or
more Affihate(s), opens 1ts second Restaurant within the Development Area, and at all times throughout the
Term and the term of each Franchise Agreement executed pursuant to this Agreement after such date, Area
Developer shall employ and retain, or shall cause the Entity to which each Francluse Agreement 1s assigned n
accordance with Section 7 2 to employ and retain, an individual (the ‘Director of Operations’ ) who shall be
vested with the authornty and responsibility for the day to-day operations of ‘all Restaurants owned or operated,
directly or indirectly, by Area Developer withun the Development Area The Director of Operations shall, during
the entire period he serves as such, meet the followmng qualifications (a) shall devote full time and best efforts
solely to operation of the all Restaurants owned or operated, directly or indirectly, by Area Developer n the
Development Area and to no other business activities, (b) meet Franchisor's educational, experience, financial
and such other reasonable critena for such individual, as set forth in the Manuals as defined 1n this Agreement
or otherwise in wntng by Franchisor, and (c) be an mdividual acceptable to Franchusor The Director of
Operations, may (but need not) be an Owner, and with the prior written consent of Franchisor, may be the same
individual as the Operating Principal The Director of Operations shall be responsible for all actions necessary to
ensure that all Restaurants owned or operated, directly or indirectly, by Area Developer in the Development
Area are operated in comphance with this Agreement, all Franchise Agreements therefor and the Manuals If,
during the Term of this Agreement or any Franchise Agreement executed pursuant to thuis Agreement, the
Director of Operattons 1s not able to continue to serve mn such capaaty or no longer qualifies to act as such n
accordance with this Section (including Franchisor s subsequent disapproval of such person), Area Developer
shall promptly notfy Franchisor and designate a replacement withuin thirty (30) days after the Director of
Operations ceases to serve, such replacement being subject to Franchisor s approval

() Area Developer shall nohfy Franchusor in wrniting at least ten (10) days prior to
employing the Director of Operations setting forth in reasonable detail all information reasonably requested by
Franchisor Franchusor s acceptance of the Operating Principal and Director of Operations, shall not constitute
Franchisor’s endorsement of such individual or a guarantee by Franchisor that such individual will perform
adequately for Area Developer or its Affilates, nor shall Franchusor be estopped from subsequently
disapproving or otherwise challenging such person’s qualifications or performance

133 Business Practices

(a) Nerther Area Developer nor any of 1ts Owners conducts any activity, or has failed to
conduct any activity, 1f such action or inaction constitutes a money laundering cnme, including any money
laundering crime prohibited under the International Money Laundering Abatement and Ant-Terrorist
Financing Act (“Patriot Act”) and any amendments or successors thereto

(b) Neither Area Developer nor any of 1ts Owners or the employees of either of them 1s
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named as a “Speaally Designated Nationals’ or ‘Blocked Persons as designated by the Uruted States
Department of the Treasury s Office of Foreign Assets Control Currently, thus list 1s published under the
internet website address “www treas gov/offices/enforcement/ofac/sdn/” Area Developer 1s neither directly nor
indirectly owned or controlled by the government of any country that 1s subject to a United States embargo
Nor does Area Developer or any of its Owners act directly or mndirectly on behalf of the government of any
country that 1s subject to a United States embargo Area Developer agrees that 1t will notify Franchisor in
writing immedaately of the occurrence of any event, which renders the foregoing representations and warranties
of thus paragraph mcorrect

(s Area Developer represents that 1t understands and have been advised by legal counsel
on the requirements of the applicable laws referred to above including the Urnuted States Foreign Corrupt
Practices Act (currently located at www usdo) gov/cnminal/fraud/fcpa html), any local foreign corrupt practices
laws and the Patriot Act (currently located at www epic org/privacy/terronism/hr3162 html), and hereby
acknowledges the importance to Franchisor, the System and the parties relationshup of their respective
compliance with any requirement to report or provide access to information to Franchisor or any government,
that 1s made part of Apphcable Law Area Developer shall take all reasonable steps to require its consultants,
agents and employees to comply with such laws pnor to engaging or employing any such persons

14 ACKNOWLEDGMENTS

141  General Area Developer, and 1ts Owners, jointly and severally acknowledge that they have
carefully read this Agreement and all other related documents to be executed concurrently or in conjunction
with the execution of this Agreement, that they have obtained the advice of counsel in connection with entering
mto this Agreement, that they understand the nature of this Agreement, and that they intend to comply
herewith and be bound hereby Franchisor expressly disclaims making, and Area Developer acknowledges that
1t or they have not received or relied on any warranty or guarantee, express or mmphed, as to the potential
volume, profits, expenses or success of the business venture contemplated by this Agreement

142  Independent Investigation Area Developer acknowledges that Area Developer has conducted
an mdependent mvestgation of the business franchised under this Agreement, recognizes that the busmess
venture contemplated by this Agreement involves business risks and that 1ts success will be largely dependent
upon the abihity of Area Developer and if an Entity, 1ts Owners, as independent businesspersons Franchisor
expressly disclaims the making of, and Area Developer acknowledges that 1t has not received, any warranty or
guarantee, express or implied, as to the potenthal volume, profits, or success of the business venture
contemplated by this Agreement

143  Copy of Agreement Area Developer acknowledges that 1t received a copy of this Agreement,
the Exhubit(s) to this Agreement, and agreements relating to this Agreement, if any, with all of the blank lines
therein filled 1n, at least seven (7) calendar days prior to the date on which thus Agreement was executed

144  Opportunity to Consult Area Developer acknowledges that 1t has read and understood thus
Agreement, the Extubits to this Agreement, and agreements relating thereto, if any, and that Franchisor has
accorded Area Developer ample time and opporturuty to consult with advisors of Area Developer s own
choosing about the potential benefits and nsks of entering into this Agreement

145  Franchise Disclosure Document Area Developer acknowledges that 1t has received a copy of
the complete La Salsa Franctuse, LLC Franchise Disclosure Document which contamns a copy of this Area
Development Agreement, at least fourteen (14) calendar days prior to the date on which this Agreement was
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executed Area Developer acknowledges and agrees that Franchusor has made no promuses, representations,
warranties or assurances to Area Developer which are inconsistent with the terms of thus Agreement or
Franctusor’s Disclosure Document, concerning the profitability or hikelihood of success of the Restaurant at the
Franchised Location, that he has been informed by Franchisor that there can be no guarantee of success in the
franchised business and that Area Developer s business ability and aptitude i1s primary in determinung his
success

146  Atypical Terms Area Developer acknowledges and agrees that Franchusor may modify the
offer of 1ts area development rights to other La Salsa® area developers in any manner and at any time, which
offers have or may have terms, conditions, and obhigahons which may differ from the terms, conditions, and
obhgations 1n this Agreement Area Developer further acknowledges and agrees that Franchisor has made no
warranty or representation that all Area Development Agreements previously 1ssued or issued after this
Agreement by Franchisor do or will contain terms substantially sumular to those contained in this Agreement
Franchisor may, 1n 1ts reasonable business judgment and its sole and absolute discretion, due to local busimness
conditions or otherwise, waive or modify comparable provisions of other Area Development Agreements
previously executed or executed after the date of this Franchuse Agreement with other La Salsa® franchisees in a
non-uruform manner

IN WITNESS WHEREOF, the parties to this Agreement have executed this Agreement as of the date
first shown above

FRANCHISOR

La Salsa Franchise, LLC,

A Delaware limuted liability company

By

Charles Rink, 1ts President

AREA DEVELOPER
[JA____ corporation,
[ 1A hmuted hiabihity company,
[ 1A general partnership,
[ 1A limated partnership,
[ ] Anindividual
[ ] Other (specify)

By

Name

Tatle _, and Individually
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EXHIBIT A
DEVELOPMENT AREA

The Development Area* 1s defined as the terntory within the boundaries described below

* If the Development Area 1s defined by streets, hughways, freeways or other roadways, or rivers, streams,
or tributaries, then the boundary of the Development Area shall extend to the center hine of each such
street highway, freeway or other roadway, or niver, stream, or tnbutary J

FRANCHISOR |

La Salsa Franchise, LLC,
A Delaware limited habihity company

By
Charles Rink, 1ts President

AREA DEVELOPER
[ JA____ corporation,
[ JA limated hability company,
[ 1A general partnership,
[ 1A hmuted partnership,
[ ] Anindividual
[ ] Other (specify)

By

Name

Title _ and Individually
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EXHIBIT B
DEVELOPMENT OBLIGATIONS

CUMULATIVE NO OF

DEVELOPMENT PERIOD ENDING RESTAURANTS TO BE IN OPERATION
|
TOTAL
FRANCHISOR
La Salsa Franchise, LLC,

A Delaware limited hability company

By
Charles Rink, 1ts President

AREA DEVELOPER
[ 1A corporation,
[ 1A limuted hability company,
[ 1A general partnership,
[ 1A hmuted partnershup
[ ] Anindividual ‘
[ ] Other (speafy)

By

Name

Title _, and Individually
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EXHIBIT C
ENTITY INFORMATION

Area Developer represents and warrants that the following information 1s accurate and complete 1n all
matenal respects

)] Area Developer 1s a (check as applicable)
{ ] corporation
[ ]himuted hability company
[ ] general partnership
[ ]hmited partnershup

[ ] Other (specify)

State of incorporation/orgamization

Entity name

(u) Area Developer shall provide to Franchusor concurrently with the execution hereof true and
accurate copres of 1its charter documents mcluding Articles of Incorporaton Bylaws, Operating
Agreement, Regulations Partnership Agreement, resolutions authorizing the execution hereof, and any
amendments to the foregoing ( ‘Entity Documents )

(m)  Area Developer promptly shall provide such additional information as Franchisor may from time
to time request concerning all persons who may have any direct or indirect financial interest in Area
Developer

() The name and address of each of Area Developer’s owners, members or general and limuted
partner
NUMBER OF
SHARES OR
PERCENTAGE
NAME ADDRESS INTEREST
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v) There 1s set forth below the names, and addresses and titles of Area Developer s princpal officers
or partners who will be devoting thetr full ime to the Business

NAME ADDRESS

(v1) The address where Area Developer s Financial Records, and Entity Documents are maintained 1s

(v1) The Operating Principal 1s

(vim)  Area Developer represents and warrants to Franchisor, as an inducement to Franclusor s
execution of the Area Development Agreement, that the information set forth in this Entity Information
Disclosure 1s true, accurate and complete 1n all material respects on the Effecthve Date and that Area
Developer shall provide Franchisor with all additional information Franchisor may request with respect
to the partners, shareholders and members of Area Developer and the ownership of Area Developer
upon demand by Franchusor In addition, Area Developer shall notify Franchusor withun ten (10) days of
any change 1n the information set forth in this Entity Information Disclosure and shall provide Franchisor
with a revised Entity Information Disclosure certified by Area Developer to be true, correct and complete
in all matenal respects Franchisor grants Area Developer the nghts in the Area Development Agreement
in reliance upon each and all of the terms of this Entity Information Disclosure

FRANCHISOR

La Salsa Franchise, LLC,
A Delaware hmited habihty company

By

Charles Rink 1ts President

AREA DEVELOPER
[ JA______ corporation,
[ 1A limuted hability company,
| 1A general partnership,
[ 1A limuted partnership,
[ ] Anindividual
[ ] Other (speafy)
By
Name
Thtle , and Individually
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EXHIBIT D
LA SALSA FRANCHISE, LLC
FRANCHISE DISCLOSURE DOCUMENT

ASSET PURCHASE AGREEMENT
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LA SALSA FRANCHISE, LLC

ASSET PURCHASE AGREEMENT

THIS ASSET PURCHASE AGREEMENT (this Agreement’) 15 made this __ day of
, , by and between LAS ACQUISITION LLC, a Delaware mited hability company
( Seller”), on the one hand, and , a

(‘Buyer”), on the other hand, with reference to the following
facts

A Seller owns and operates the La Salsa® Restaurant known as La Salsa # described on
Attachment A attached to thuis Agreement and incorporated into this Agreement by reference (the
‘ Restaurant’ )

B Seller leases the premuses and mmprovements at the site of the Restaurant (the Franchised
Location’ ) under a Lease (the “Master Lease ) with the landlord (the Master Landlord’) described on
Attachment B attached to this Agreement and incorporated into this Agreement by reference

C Seller desires to sell to Buyer and Buyer desires to purchase from Seller all of the assets owned
or used by Seller in the operation of the Restaurant which are more fully described in Section 2(a) of this
Agreement Seller further desires to operate the Restaurant as a La Salsa® Restaurant under a Franchuse
Agreement with La Salsa Franchise, LLC, a Delaware hmited liability company ( Franchisor’), the Franchisor
of La Salsa® Restaurants, substantially in the form of Attachment D attached to this Agreement and
incorporated into this Agreement by reference (the ‘ Franchise Agreement’) Seller further desires to sublease
the Franchised Location to Buyer and Buyer desires to sublease the Franchised Location from Seller under a
Sublease substantially i the form of Attachment G attached to this Agreement and incorporated nto this
Agreement by reference (the Sublease”)

D On . , Seller and Buyer entered mto a Prelimunary Business Purchase
Agreement for the Restaurant (the “Preliminary Business Purchase Agreement ) Seller and Buyer desire to
enter into this Agreement to provide for these transactions on the terms and conditions set forth in this
Agreement

NOW, THEREFORE, IT IS AGREED

1 INCORPORATION OF RECITALS

The Reaitals set forth in Paragraphs A through D of this Agreement are true and correct and are
incorporated into this Agreement as part of this Agreement

2 PURCHASE AND SALE

a The “Assets” On the ‘Closing Date (as defined in Section 6(b) of this Agreement),
Seller shall sell, convey, transfer, assign and deliver to Buyer and Buyer shall purchase from Seller, all of the
assets of the Restaurant listed on Schedules 2(a)(1) to 2(a)(v) attached to this Agreement and incorporated into
this Agreement by reference (collectively the ‘Assets ) Each reference m this Agreement to the “Assets’ of the
Restaurant shall mean and refer to the following
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() All of the fixtures, equipment, signs and other tangible assets of the
Restaurant (the ' EQuipment’ ) as more fully described on Schedule 2(a) (1) attached to this Agreement and
incorporated nto this Agreement by reference

() All of the service agreements for the Restaurant as more fully described
on Schedule 2(a) (1) attached to this Agreement and mncorporated mto this Agreement by reference (the
"Service Agreements") and the Other Contracts as more fully described in Section 7(m) of this Agreement

(m) All of the useable stock-in-trade, retail mventory and supplies located
at the Restaurant as described more fully on Schedule 2(a)(1n) (the "Inventory") attached to this Agreement and
mcorporated into this Agreement by reference

(v) All licenses and permits maintained by Seller and used by Seller in the
operation of the Restaurant, to the extent that they are transferable, as more fully described on Schedule 2(a)(1v)
(the Licenses ) attached to this Agreement and incorporated into this Agreement by reference

v) All telephone numbers and facsimule numbers for the Restaurant as
more fully described on Schedule 2(a) (v) attached to this Agreement and incorporated mnto this Agreement by
reference

b Excluded Assets The following assets shall be excluded from this transaction (the
Excluded Assets )

)] All cash in banks and other financial mstitution accounts associated
with the Restaurant

(1) The business records which relate to the operations of the Restaurant
for all periods prior to the Closing Date (the ‘ Business Records’), subject, however, to Section 9(e) of this
Agreement

() All refunds of federal, state or local income or franchise taxes or
worker s compensation msurance premiums due Seller as of the Closing Date

() All intellectual property rights of Seller

c Inventory Seller shall have the night to amend and update Schedule 2(a)(1) up to the
Closing Date to accurately reflect the useable Inventory on hand at the Restaurant on the Closing Date, as
determined by Seller m 1ts sole discretion On the Closing Date, Seller shall deliver to Buyer a final version of
Schedule 2(a) (in) that accurately reflects the useable Inventory in the Restaurant on the Closing Date, as
determined by Seller 1n 1ts sole discretion Each version of Schedule 2(a) (1n) shall, in addition to listing the
Inventory, state the updated aggregate ‘Inventory Consideration (as defned mn Section 3(a) of thus
Agreement) for the Inventory listed on Schedule 2(a) (111) The Inventory shall be valued at Seller’s actual cost
for the same

3 PURCHASE PRICE FOR ASSETS

a Purchase Price The aggregate purchase price for the Assets (the ‘Purchase Price )
shall be the sum of § plus the value of the Inventory listed on the final version of
Schedule 2(a)(iu) (the “Inventory Consideration ) plus the amount of cash in the change fund at the
Restaurant on the Closing Date plus the sum of § as payment for Seller s securnty
deposits now held on account by the Master Landlord under the Master Lease as more fully described on

2
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Attachment B (the ‘Secunty Deposits”) For purposes of the “Closing” (as defined m Section 6(b) of this
Agreement), Seller and Buyer agree, subject to Section 3(b) below, that the Inventory Consideration 1s
$

b Inventory Consideration Within two (2) days after the Closing Date, Seller shall
inform Buyer of the actual Inventory Consideration, determuned 1n accordance with Section 2(c) If the actual
Inventory Consideration 1s greater than $ m the aggregate, Buyer shall pay Seller within
five (5) business days thereafter an additional amount equal to the difference between the actual Inventory
Consideration and § If the actual Inventory Consideration 1s less than
$ in the aggregate, Seller shall pay Buyer within five (5) business days thereafter an
amount equal to the difference between $ and the actual Inventory Consideration

c Deposits and Cash Payments Contemporaneous with the parties execution of this
Agreement, Buyer shall deposit the sum of $ (the Imitial Deposit’) with the Escrow
Holder’ described m Section 6(a) of this Agreement as a deposit against the Purchase Price [If Buyer 1s
purchasing a new La Salsa® Restaurant or kiosk from Seller in accordance with the Turnkey Addendum to
Purchase Agreement attached to this Agreement (the “Turnkey Addendum ) which Seller shall construct,
equip and furrush, and which is not yet opened for business (a “Turnkey Unit ) as of the date of this
Agreement, Buyer shall deposit the additional sum of $100,000 (the “Additional Deposit’ ) with the Escrow
Holder at least five (5) business days before Seller s commencement of construction of the Turn Key Urut] The
Irutial Deposit [1s] [and the Additional Deposit are collectively referred to in this agreement as the ‘Deposit”
and are] non-refundable, in whole or in part On the Closing Date, Buyer shall pay Seller, through the “Escrow
described 1n Section 6(a) of this Agreement the remamning $ of the cash portion of the
Purchase Price

d Purchase Note The $ balance of the Purchase Price shall be
evidenced by and shall be payable to Seller in accordance with the terms of Buyer s Promissory Note 1n the
principal amount of $ in substantially the form attached to this Agreement as
Attachment E and incorporated into this Agreement by reference (the Purchase Note’)

e Secunty for Purchase Note and Secunity Agreement Payment of the Purchase Note
shall be secured by a security interest granted by Buyer in the Assets in accordance with the Security Agreement
n substantially the form attached to this Agreement as Attachment F and incorporated into this Agreement by
reference (the Security Agreement’) which will be executed by Buyer on the Closing Date

f Guarantees The performance by Buyer of Buyer s obligations under this Agreement,
the Purchase Note and the Security Agreement will be personally guaranteed by
(the Guarantor(s)’) m accordance with the Guarantees In
substantially the form attached to this Agreement as Attachment H, and incorporated into this Agreement by
reference (the Guarantees ) which will be executed by Guarantor(s) on the Closing Date

g Allocation of Purchase Price Seller and Buyer shall allocate the Purchase Price among
the Assets as set forth on Schedule 3(g) attached to this Agreement and incorporated mto this Agreement by
reference, using the allocaion method required by Section 1060 of the Internal Revenue Code of 1986, as
amended (the "Code"), and the regulations thereunder Seller and Buyer each agree to report the federal, state
and local ncome and other tax consequences of the transactions contemplated by this Agreement, and in
particular to report the information required by Code Section 1060(b), n a manner consistent with such
allocation and will not take any position mconsistent therewith

h Payments Required in Addition to Purchase Price Buyer shall pay the following
obligations on the Closing Date 1n addition to the Purchase Price
3
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(1) The $50,000 Irutial Franchise Fee due to Franchisor

(1) The first month s rent and estimated monthly rent-related expenses
due fto Seller under the Sublease and a security deposit equal to one (1) month’s rent and estimated monthly
center expenses due under the Sublease as described on Schedule 3(h) attached to this Agreement and
incorporated mnto this Agreement by reference

(w) All amounts attributable to Prorations as more fully described mn
Section 12(a) of this Agreement

() All closing costs payable by Buyer as more fully described m Section
12(b) of this Agreement
4 LIABILITIES OF RESTAURANT
a Seller's Liabilities Except as specifically provided in Section 4(b) of this Agreement,

Buyer shall not assume and shall not acquire, take over, or be responsible for any liabilities or obhgations of
Seller, known or unknown, relating to or arsing from the operation of the Restaurant by Seller prior to the
Closing Date (such habilities or obligations not assumed by Buyer are referred to in this Agreement as "Seller’s
Liabilities") Seller shall pay all of Seller’s Liabilities

b Assumed Liabilihes Buyer shall assume only those contracts, leases agreements and
habilities listed on Schedule 4(b) attached to this Agreement and incorporated into this Agreement by reference
(collectively the Assumed Liabilities ) in connection with Buyer’'s Operations of the Restaurant On the
Closing Date, Buyer shall execute the Assumption Agreement in substantally the form of Attachment I
attached to this Agreement and mncorporated into this Agreement by reference (the "Assumption Agreement")
with respect to the Service Agreements and the Assumed Liabilittes Buyer shall pay all of the Assumed
Liabilities and shall ndemrufy, defend and hold harmless Seller from all loss, cost, damage or expense related to
the Assumed Liabilities as provided in Section 13 of this Agreement

5 INITIAL TRAINING AGREEMENT, FRANCHISE AGREEMENT AND SUBLEASE
a Initial Tramming Agreement If the Restaurant 1s the first La Salsa® Restaurant to be

owned and operated by Buyer, concurrently with the parties’ execution of this Agreement, Buyer and
Franchisor shall execute Franchisor’s Imitial Training Agreement in the form of Attachment C Buyer shall
attend and complete Franchisor s Inttial Training Program for franchisees offered by Franchisor (the Inital
Traming Program ) to Franchisor's satisfaction, as determined by Franchisor, in 1ts sole and absolute discretion,
m order to become eligible to become a Franchusee of Franchisor

b Franchise Agreement On the Closing Date, Buyer and Franchisor shall execute a
Franchise Agreement for the Restaurant in the form of Attachment D

c Sublease On the Closing Date, Buyer and Seller shall execute a Sublease for the
Franchised Location 1n the form of Attachment G Seller, in 1ts discretion, shall exert Seller s commercially
reasonable best efforts to obtain the consent of the Master Landlords to the Subleases if such consents are
required Buyer shall provide to the Master Landlords such financial statements and other information
concerning Buyer as the Master Landlords may reasonably require to grant the Master Landlords’ consent to the
Subleases Buyer shall pay all costs and fees, if any, that the Master Landlords may charge in connection with

the Master Landlords’ determunation to grant the Master Landlords’ consents to the Sublease I
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6 THE ESCROW AND THE CLOSING DATE

a Escrow Holder and Escrow Franchisor shall deposit a fully executed copy of this
Agreement with . Telephone
, Facsimile (the Escrow Holder”), to the attention of

_, immediately following the parties execution of this Agreement Delivery of a copy
of this Agreement to the Escrow Holder shall constitute the parties’ authorization to the Escrow Holder to

proceed with Bulk Sale Escrow Number (the * Escrow” ) with respect to this transaction
b Closing and Closing Date Unless extended m writing by Seller and Buyer, the Escrow
shall close (the Closing’ ) on (the Closing Date”) The Closing shall take place at

the offices of the Escrow Holder at 1000 AM on the Closing Date If the Closing does not occur on the Closing
Date, Seller may terminate this Agreement without any hability to Buyer

7 REPRESENTATIONS AND WARRANTIES OF SELLER

Seller represents and warrants to Buyer that except as set forth on the Schedules attached to this
Agreement (each section of which qualifies the correspondingly numbered representation and warranty)

a Due Organization and Authonization Seller (1) 1s duly organuzed, validly existing and
m good standing under the laws of the State of Delaware, and (1) has the power and authority to enter mto this
Agreement and the documents referenced in this Agreement and to consummate the transactions contemplated
by this Agreement and otherwise to perform Seller s obligations under this Agreement This Agreement has
been duly authorized and executed by Seller and constitutes the legal, valid and binding obligation of Seller,
enforceable against Seller in accordance with 1its terms

b Violation The execution and dehvery of this Agreement by Seller and the
consummation of the transactions contemplated by this Agreement do not and will not (1) violate any provision
of the Articles of Orgaruzation of Seller, (i) violate any material court or admurustrative order, process,
judgment or decree to which Seller 1s a party or by which 1t (or any of 1ts respective properties or assets) 1s
bound or (i) result in the creation or imposition of any material lien, charge, pledge, security mterest or other
encumbrance upon the Assets pursuant to any provision of, any mortgage, lien, lease, agreement, license, or
mstrument to whach Seller 1s a party or by which Seller 1s bound

c Consents No consent or approval by, or any notification of or filing with, any person
(governmental or private) 1s required mn connection with the execution, delivery and performance by Seller of
this Agreement or the consummation of the transactions contemplated by this Agreement, other than the
consent of the Master Landlord as described 1n Section 5 of this Agreement, if the same 1s required by the terms
of the Master Lease

d Assets There are no proceedings affecting any of the Assets pending or, to the
knowledge of Seller, threatened which may reasonably be expected to (1) adversely curtail the use of the Assets
for the purpose for which they were acquired or the purpose for which they are now used or (u) adversely
curtall the business or operation of the Restaurant The Assets will constitute substantially all of the assets and
mterests 1n assets that are used by Seller in the conduct of the business of the Restaurant as currently being
conducted, other than the Excluded Assets

e Encumbrances On the Closing Date, Seller shall have good and marketable title to the
Assets, free and clear of any and all liens, claums, judgments, taxes, encumbrances, security interests, debts or
other adverse claims or rights of any kind The Escrow Holder shall provide Buyer, at Buyer s expense, with (1)

5
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the results of a UCC search prior to the Closing Date to confirm that the Assets are in fact free and clear of any
hens, clamms, judgments, taxes, encumbrances, security mterests, debts or other adverse claims or rights of any
kind In the event that such search shall disclose any liens, claims, judgments, taxes, encumbrances, security
interests, debts or other adverse claims or rights of any kind, Seller shall exert Seller s best efforts to cause each
and all of the same to be paid and/or removed on or before the Closing Date

f Financial Information Seller has previously delivered to Buyer unaudited Financial

Statements for the Restaurant (the "Financial Statements") for the (__) month period ending on
, , the (__) month period ending on , and

the (__) month period ending on (the "Reporting Penod") a copy of

which Financial Statements are attached this Agreement as chedule 7(f) and are incorporated mto this
Agreement by reference The Financial Statements were true, correct and complete 1n all material respects as of
the date that they were prepared and were prepared m conformity with generally accepted accounting
prinaples applied on a consistent basis throughout the Reporting Period, except as otherwise noted theremn and
subject (in the case of interim financial statements) to year-end audit adjustments

g Ordinary Course of Business Since , (1) Seller has operated
the Assets and the Restaurant in the ordinary course, consistent with past practice, (u1) there have not been any
material changes in the operations or financial condition of the Restaurant, (u1) there has not been any matenal
asset sold or disposed of (except inventory sold in the ordinary course of busmess), any material Asset
mortgaged, pledged or subjected to any lien, charge or other encumbrance, and (1v) there has not been any
agreement by Seller to sell or transfer any Asset other than in the ordinary course of business

h Compliance with Laws To the best knowledge of Seller, the Restaurant has been
operated in comphance with all applicable federal, state and local laws, regulations and ordinances, including,
without limitation, Environmental Laws’ (as defined below), relating to the operation of the Restaurant For
purposes of this Agreement, the term "Environmental Laws" shall mean any federal, state or local statute,
ordmance, rule or regulation relating to (1) pollution or protection of the environment or (u) exposure of
persons, including employees, to toxic or hazardous substances or other products :

1 Inventory The Inventory listed on Schedule 2(a} (1) 1s usable and salable in the
ordmnary course of business On the Closing Date, Seller shall have good and marketable title to the Inventory,
free and clear of any and all liens, claims, judgments, taxes, encumbrances, security mterests, debts or other
adverse claims or rights of any kind

] Permits and Licenses On the Closing Date, Seller shall have all permuts, and
governmental licenses and registrations necessary to carry on the busmess of the Restaurant (as presently
conducted) as required by law or the rules and regulations of any federal, state, county or local governmental
agency having jurisdiction over 1t The Licenses are in good standing and are 1n full force and effect

k Master Lease Seller has delivered a full and complete copy of the Master Lease to
Buyer prior to the date of this Agreement There are no written amendments to the Master Lease or other
agreements between Seller and the Master Landlord reflecting the understandings between Seller and the
Master Landlord under the Master Lease which have not heretofore been delivered to Buyer by Seller There are
no oral amendments or other agreements between Seller and the Master Landlord which have not been
memorialized in a written mstrument and expressly agreed to by Seller and the Master Landlord Seller has not
recetved notice of any breach or default of any material term or provision of any of the Master Lease and, to the
best knowledge of Seller, Seller 1s not n breach or in default of any material term or provision of the Master
Lease as of the date of this Agreement Provided that the consents of the Master Landlord, if requlred', have
been obtained, Seller has the night to sublet the Franchised Location to Buyer with the written consent of the
Master Landlord and the consummation of the transactions contemplated by this Agreement will not result in
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1

or constitute a breach of any material term or provision of the Master Lease or a default or an event which, with
notice or lapse of time or both, would be a default, breach or violation of any maternal term or provision of the
Master Lease The Master Lease 1s i full force and effect as written and, on the Closing Date, Seller will be in
material compliance therewith

1 Liigation  Except as listed in Schedule 7(l) attached to this Agreement and
incorporated into this Agreement by reference, there 1s no pending, or to the knowledge of Seller threatened
suit, achion, arbitration or legal, admurustrative, or other proceeding, agamst or affecting Seller, the Restaurant,
the Assets, the Master Lease or the Licenses

m Other Contracts Seller 1s not a party to any contracts, leases or agreements' with
respect to the Restaurant other than the Service Agreements described on Schedule 2(a)(11) and such other
contracts, leases or agreements as are set forth on Schedule 7(m) attached to thus Agreement and mncorporated
mnto this Agreement by reference (the Other Contracts’) There 1s no default or event which, with notice or
lapse of time, or both, would constitute a default by any party to the Service Agreements or the Other Contracts
The Service Agreements and Other Contracts are m full force and effect as written and, on the Closing Date,
Seller will be in materal compliance therewith

n Employees All individuals employed 1n a non-exempt status at the Restaurant on the
Closing Date will be listed on Schedule 7(n) attached to this Agreement and mcorporated into this Agreement
by reference (the “Employees”), will be employed on an "at will" basis and will be termunated by Seller effective
as of the close of business on the Closing Date On the Closing Date, Seller will be current in the payment of all
obligations and employee benefits due to such Employees and all Employees will be fully compensated with all
monetary and other benefits accrued up to termination Seller shall be solely liable and responsible for all
accrued salary, vacation, and other compensation benefits payable up to the Closing Date Seller makes no
warranty, express or implied, with respect to the qualifications or character of any employee at the Restaurant
Seller shall allow Buyer an opportunity to interview each of the Employees during the week prior to the Closing
Date Buyer may tender employment to each of the Employees, such employment to commence on terms
mutually satisfactory to Buyer and the respechive Employees, provided, however, if Buyer, 1n 1its sole discretion,
determines that one or more of the Employees 1s not suitable for hure by Buyer, Buyer shall in no way be
obligated to tender employment to and of such Employee(s)

0 No Violation Except as may be set forth on Schedule 7(0) attached to this Agreement
and corporated into this Agreement by reference, Seller has not received notice of any violation of any
applicable federal, state or local statute, law or regulation (including, without Iimitation any applicable
Environmental Law or applicable building, zoning, health, employment or other law, ordinance or regulation)
relating to or directly or matenially affecting the Assets or the Restaurant and, to the best knowledge of Seller,
there are no such violations by Seller

P Ownership of Restaurant Seller and its affiliates have been the owners of the
Restaurant duning the three (3) year period preceding the date of this Agreement

8 REPRESENTATIONS AND WARRANTIES OF BUYER

Buyer represents and warrants to Seller that except as set forth on the Schedules attached to this
Agreement (each Paragraph of which qualifies the correspondingly numbered representation and warranty)

a Due Organization [Incorporation] and Authorization Buyer (1) 1s duly orgamzed,

validly existing and in good standing under the laws of the State of Delaware, (1) 15 qualified to conduct
business in the State of , and (m) has the power and authority to enter mnto this
Agreement and the documents referenced mn this Agreement and to consummate the transactions contemplated
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by thuis Agreement and otherwise to perform Buyer s obligations under this Agreement This Agreement has
been duly authorized and executed by Buyer and constitutes the legal, valid and binding obligation of Buyer,
enforceable against Buyer in accordance with its terms

b Violation The execution and delivery of this Agreement by the Buyer and the
consummation of the purchase of the Assets and the assumption of the Assumed Liabilities contemplated by
thus Agreement will not violate any material court or admurustrative order, process, judgment or decree to
whuch erther Buyer 1s a party or by which Buyer 1s bound

c Consents No consent or approval by, or any notification of or fiing with, any person
(governmental or private) 1s required in connechion with the execution, delivery and performance by Buyer of
this Agreement or the consummation of the transactions contemplated by this Agreement, other than the
consent of the Master Landlord, as described in Section 5 of this Agreement, if the same 1s required by the terms
of the Master Lease

d Condition of Assets Buyer will conduct an independent inspection of the Restaurant
and the Assets prior to the Closing Date and will have continuing access to the Restaurant and the Assets to
view and mspect the Restaurant and the Assets following the Opemung Date and prior to the Closing Date
Buyer acknowledges and agrees that Buyer will fully and carefully mspect and review the Restaurant and the
Assets and will make Buyer s independent determnation to proceed with thus transaction on the Closing Date

e Recognition of Business Risks Buyer has conducted an independent investigation of
the proposed franchise, and recogrzes that the business venture contemplated by this Agreement mnvolves
business risks and that 1ts success will be largely dependent upon the ability of Buyer as an independent
business person Franchisor expressly disclaims the making of, and Buyer acknowledges and agrees that Buyer
has not received, any warranty or guarantee, express or implied, as to the potential sales, income, profits, or
success of the business venture contemplated by this Agreement, or of other Restaurants Buyer further
acknowledges and agrees that Buyer has been advised by Seller that

(1) Buyer’s costs for inventory, employee benefits, supplies, mnsurance and other
items for the Restaurant will likely exceed Seller s costs for the same 1tems due to advantageous pricing, rebates
or bulk pricing discounts or allowances provided to Seller by its vendors because of the high volume of
purchases by Seller

(n) The Fmancial Statements do not include expenditures for a number of expense
items which Buyer will incur mn the operation of the Restaurant as a franchisee of Franchisor, including, without
himitation, royalties, institutional advertising fees, local advertising expenses, audit expenses, Interest on
overdue payments, accounting and professional fees, additional trainung expenses, web site fees and
maintenance expenses, and the hike

f Financial Statements No employee, agent or other person speaking on behalf of Seller
or Franchisor has made any statement or promise to Buyer with respect to the Financial Statements attached to
thuis Agreement as Schedule 7(f) that

4)) The Sales of the Restaurant in any period subsequent to the Reporting Period
will equal or exceed the Sales of the Restaurant during the Reporting Period Buyer acknowledges and agrees
that sales will vary in the future and will depend upon many factors, including, without limutation, general
economic condiions the extent, duration and effectiveness of marketing and promotional efforts conducted by
Seller, seasonal fluctuations in the purchase of food and related products by consumers, retail prices of food and
related products offered at the Restaurant, variations in disposable income and population, competition 1n the
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food business, consumer preferences, opportunities for consumers to purchase these goods from discount
retailers and over the Internet, and the like

() The Cost of Goods Sold of the Restaurant in any period subsequent to the
Reporting Period will equal, be less than or exceed the Cost of Goods Sold of the Restaurant during the
Reporting Period Buyer acknowledges and agrees that the Cost of Goods Sold will vary 1n the future and will
depend upon many factors, including without limitation, general economic conditions, the availability of, and
wholesale and retail prices for, ingredients used to manufacture the food products sold at the Restaurant,
seasonal fluctuations in the availability of, and wholesale and retail prices for, ngredients used to manufacture
the food products sold at the Restaurant, and variations in freight and other costs due to the volatility of
worldwide prices for o1l and o1l related products, and the like

() The Operating Expenses-Payroll of the Restaurant in any period subsequent
to the Reporting Period will equal be less than or exceed the Operating Expenses-Payroll of the Restaurant
during the Reporting Period Buyer acknowledges and agrees that the Operating Expenses-Payroll will vary in
the future and will depend upon many factors, mcluding, without limitation, general economic conditions,
potential changes in the mmimum wage laws n the State in which the Restaurant 1s located, increases in the
costs for employee benefits for Buyer's employees, and the like

() The Operating Expenses-Occupancy of the Restaurant in any period
subsequent to the Reporting Period will equal, be less than or exceed the Operating Expenses-Occupancy of the

Restaurant during the Reporting Period Buyer acknowledges and agrees that the Operating Expenses-
Occupancy will vary 1n the future and will depend upon many factors, including, without limutation, general
economic conditions, rent escalation provisions in the Master Lease and Sublease, an increase 1n the costs of the
Master Landlord to provide common area mamntenance in the shopping mall in which the Franchised Location
15 located, an increase m real or personal property taxes resulting from a reassessment or sale, and variations mn
utihty costs due to the volatiity of worldwide prices for o1l and o1l related products, and the like

(v) The Other Operating Expenses of the Restaurant in any period subsequent to
the Reporting Period will equal, be less than or exceed the Other Operating Expenses of the Restaurant during
the Reporting Period Buyer acknowledges and agrees that the Other Operating Expenses will vary n the future
and will depend upon many factors, including, without limtation, general economuc conditions, an increase in
costs of insurance postage or business licenses, repair and maintenance provisions mn the Master Lease and
Sublease for the Franchised Location, deferred maintenance conditions, acts of God and the like

g Receipt of Franchise Disclosure Document Buyer received a copy of the complete La
Salsa Franchise, LLC Franchise Disclosure Document for La Salsa® Restaurants, which contains a copy of this
Agreement, at least fourteen (14) calendar days prior to the date on which this Agreement was executed Buyer
further acknowledges that Buyer has received a copy of the complete current form of Franchise Agreement for
La Salsa® Restaurants, the attachments thereto and agreements relating thereto, if any, prior to the date on
which the Franchise Agreement will be executed Buyer acknowledges and agrees that Franchisor has made no
promuses, representations, warranties or assurances to Buyer which are inconsistent with the terms of thus
Agreement or Franchisor s Disclosure Document, concerning the profitability or likelihood of success of the
Restaurant at the Franchised Location, that Buyer has been mnformed by Franchisor that there can be no
guarantee of success in the franchised business and that Buyer’s business ability and aptitude 1s primary n
determinung Buyer s success

h Review of Franchise Disclosure Document Buyer has read and understood this
Agreement, the attachments hereto and agreements relating thereto, 1if any, and that Franchisor has accorded
Buyer ample time and opportunity to consult with advisors and counsel of Buyer's own choosing about the
potential benefits and risks of entering mto this Agreement

9
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1 No Representations by Seller or Franchisor Prior to the date of Buyer’s execution of
this Agreement, no employee, agent or other person speaking on behalf of Seller or Franchisor made (1) any
statement or promuse to Buyer concerning projected revenues, profits or operating costs of a La Salsa®
franchised business, (1) any statement or promuse to Buyer regarding the amount of money Buyer may earn m
operating a La Salsa® franchised business, (1) any statement or promuse to Buyer concernung the total amount
of revenue a La Salsa® franchised business will or may generate or (1iv) any statement or promuse to Buyer
regarding the costs Buyer will or may incur in operating a La Salsa® franchised business

] Atypical Arrangements Seller may modify the terms of 1its offer for the sale of La
Salsa® Restaurants to other buyers in any manner and at any time, which offers have or may have terms,
condittons and obligations which may differ from the terms, conditions and obhgations 1n this Agreement
Buyer further acknowledges and agrees that Seller has made no warranty or representation that all Asset
Purchase Agreements previously issued or 1ssued after this Agreement by Seller do or will contain terms
substantially simuilar to those contamned in this Agreement Seller may, 1n Seller’s reasonable business judgment
and 1ts sole and absolute discretion, due to local business conditions or otherwise, waive or modify comparable
provisions of other Asset Purchase Agreements previously executed or executed after the date of thus
Agreement with other buyers of La Salsa® Restaurants in a non-uraform manner

k Representation by Counsel Buyer has been represented by independent legal counsel
of Buyer s own selechion in connection with the review of the terms and consequences of this Agreement On
the Closing Date, Buyer shall provide Seller and Franchisor with a letter from Buyer’s legal counsel m a form
satisfactory to Seller attesting that Buyer s counsel has reviewed the provisions of this Agreement with Buyer,
mcluding, without limutation, the provisions of this Section 8

1 Ownership of Restaurant Buyer has been advised by Seller that Seller and its affihates
have been the owners of the Restaurant during the three (3) year period preceding the date of this Agreement

9 OTHER AGREEMENTS

a Condition of Equipment and Walk Through All Assets sold pursuant to thus
Agreement are sold "AS IS" SELLER MAKES NO WARRANTIES WITH RESPECT TO THE ASSETS

UNLESS SPECIFICALLY PROVIDED ELSEWHERE IN THIS AGREEMENT, SELLER MAKES NO
REPRESENTATIONS OR WARRANTIES OF ANY KIND, EXPRESS OR IMPLIED, INCLUDING, BUT
NOT LIMITED TO, THOSE WITH RESPECT TO THE CONDITION OF THE ASSETS OR THEIR
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE There shall be no abatement of the
Purchase Price and SELLER shall have no hability to Buyer for any claim, loss or damage as a result of any non-
operating deficiency or defect in the Assets, the use or performance of the Assets, or any interruption or loss of
service or of use of the Assets

b Walk Through Seller and Buyer shall conduct a walk through of the Restaurant on or
before the Closing Date (the Walk Through”) to determine the condition of the Equipment and Seller shall
prepare a written list of any repairs to be made (the Repair List ) to the Equipment at the Walk Through The
Repatr List shall be the final and conclusive listing of all repairs to be made to the Equipment as of the Closing
Date for all purposes and Seller shall have no responsibility whatsoever for any repairs which are not Listed on
the Repair List prepared at the Walk Through Unless the parties otherwise agree, Seller will complete all
repawrs on the Repair List within thirty (30) days after the Closing Date All repairs required after repairs to the
items on the Reparr List are completed by Seller shall be the sole and absolute responsibility of Buyer, at Buyer's
own expense
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c Access to Books and Records Buyer may, prior to the Closing Date, through its
representatives, review the Business Records of the Restaurant to familiarize 1itself with the Assets, the Master
Lease and other matters related to the Restaurant In addition, the Business Records shall be retained by Seller
n order to comply with apphcable laws and taxation regulations If, and to the extent, that Seller 1s no longer
required to retain the Business Records, Seller shall notify Buyer of Seller's intent to destroy the Business
Records and, upon written request by Buyer, shall forward the Business Records to Buyer In addition, if, and to
the extent, that Buyer needs access to the Business Records 1n connection with Buyer s conduct of the business
of the Restaurant after the Closing Date, Seller shall cooperate with Buyer and provide Buyer with reasonable
access to the information that Buyer requires and provide copies of such records to Buyer upon Buyer's written
request Buyer shall pay Seller for the actual cost for duplication of such Business Records

d Confidentiality Buyer and Seller shall hold in confidence (1) all documents and
information obtained from each other, their employees, agents and mdependent contractors, (u) the nature and
content of this Agreement and all discussions between Buyer and Seller regarding the transactions
contemplated by this Agreement, whether prior to or after the execution of thus Agreement, and (1) the fact that
Seller and Buyer have entered into this Agreement (all of the above shall collectively be referred to herein as
"Confidental Information"), and shall not disclose or convey any of such Confidential Information to any other
person, provided, however, that Buyer and Seller may disclose the Confidential Information (x) to such of their
potential lenders, employees, attorneys, accountants and financial advisors as 1s reasonable to facilitate
consummation of the transactions contemplated by this Agreement, (y) to the extent any such disclosure 1s
required by law, and (z) to the Master Landlord and other third parties as necessary to facilitate obtaning such
parties' consent to the transfer of Assets under this Agreement

e Seller to Operate 1n Ordimary Course of Business During the period from the date of
this Agreement to the Closing Date, Seller shall conduct the operations of the Restaurant only in the ordmary
and usual course of business consistent with past practices

f Additional Actions Subject to the terms and conditions of this Agreement, Seller and
Buyer agree to use all commercially reasonable efforts to take, or cause to be taken, all commercially reasonable
action and to do, or cause to be done, all things reasonably necessary, proper or advisable under applicable laws
and regulations to consummate and make effective the transactions contemplated by this Agreement as
promptly as reasonably practicable In case at any tume after the Closing Date any further action 1s necessary or
desrable to carry out the purposes of this Agreement or to vest Buyer with full title to all properties, assets,
rights, approvals and immunties of Seller, the proper officers, directors or employees of Seller or Buyer shall
take all such commercially reasonable action

g Utilihes  All utility and telephone service to the Restaurant shall be discontinued 1n
Seller's name as soon as practicable after the Closing Date Buyer shall use commercially reasonable efforts to
transfer such services to Buyer's name so that there 1s no mterruption of such services as a result of the
transactions contemplated by this Agreement Seller shall not be responsible for payment of any related charges
effective, in each case, on or after the close of business on the Closing Date In the event that Seller 1s required to
pay any utility expenses incurred after the Closing Date, Buyer shall remburse Seller within five (5) business
days of Seller's request for such retmbursement Simularly, if Buyer pays any costs relating to the period prior to
Closing Date, Seller shall reimburse Buyer withun five (5) business days of Buyer's written request for such
reimbursement In all cases, a party's request for rermbursement shall be accompanied by evidence (reasonably
satisfactory to the other) that such party has incurred the expense for which such party 1s requesting
reimbursement
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h Transfer, Risk of Loss Buyer shall take over and assume management and operational
control of the Restaurant, shall acquire legal and beneficial ownership of the Assets related to the Restaurant,
and shall assume, acquire, take over and become responsible for the Assumed Liabilities and the Service
Agreements as of the Closing Date Seller shall retain all risk of destruction, loss or damage due to fire or'other
casualty with respect to the Restaurant and the Assets until the Closing Date

1 Pre-Closing Credits Buyer shall retmburse Seller within five (5) business days of
receipt of any retroactive credits or other amounts which all or partially relate to any period prior to the Closing
Date (1e, a real estate tax credit arising after the Closing Date that relates to the period nine (9) months before
and three (3) months after the Closing Date will be rexmbursed by Buyer to Seller to the extent of seventy-five
percent (75%) of such credit received by Buyer)

I
] Post-Closing Charges Seller shall reimburse Buyer within five (5) business days after
recetving written notice from Buyer of any charges whach all or partially relate to any period prior to the
Closing Date and which are not Assumed Liabilities (1 e, a real estate tax charge recerved from after the Closing
Date that relates to the period nmne (9) months before and three (3) months after the Closing Date will be
remmbursed by Seller to the extent of seventy-five percent (75%) of the bull)

k Public Announcements Seller and Buyer shall consult with each other before 1ssuing
any press releases or otherwise making any public statements with respect to this Agreement or the transactions
contemplated in this Agreement and Seller and Buyer shall not 1ssue any such press release or make any such
public statement prior to such consultation, except to the extent required by law (including, without himitation,
the federal securities laws of the Uruted States)

1 Additional Acknowledgements of Buyer Buyer acknowledges and agrees that (1)
upon Closing, except as may be specifically set forth in the Franchise Agreement executed by Buyer pursuant to

Section 5 of this Agreement, Seller shall have no continuing obligation to protect, preserve or otherwise support
the business conducted by the Restaurant, (1) no promise or representations of fact or opinuon other than as
expressed In this Agreement have been made by Seller, or by any person on Seller's behalf, to nduce Buyer to
execute this Agreement, and (1) Buyer enters mto this Agreement with full knowledge and with the advice of
mmdependent legal counsel and/or other business advisors

m Insurance Coverage Buyer shall be solely responsible for obtaiming and mamtaining
public hability insurance from a responsible insurance company hicensed to do business 1n the state in which the
Franchised Location 1s located during the entire Term of the Franchise Agreement and the Sublease in amounts
not less than those required by the Franchise Agreement, the Sublease and the Master Lease On the Closing
Date and at least ten (10) days prior to the time any msurance 1s first required to be carried by Buyer, and
thereafter, at least thirty (30) days prior to the expiration of any policy, Buyer shall deliver to Sublessor,
Franchisor and the Master Landlord Certificates of Insurance evidencing the proper types and minimum
amounts of required coverage All Certificates shall expressly provide that no less than thirty (30) days' prior
written notice shall be given to Sublessor, Franchisor and the Master Landlord in the event of material alteration
to, cancellation or non-renewal of the coverages evidenced by such Certificates Certificates evidencing the
required msurance shall name Sublessor, Franchisor and the Master Landlord, and each of their affiliates,
partners, shareholders, directors, agents, members and employees as additional insureds and as additional loss
payees, and shall expressly provide that any interest of each shall not be affected by any breach by Buyer of any
policy provisions for which such Certificates evidence coverage

n Credit Report Seller or its designee may, prior to the Closing Date, through its
representatives, access and run the Buyer’s credit report In addition, if, and to the extent, that Seller needs to
run Buyer’s credit report in connection with the financing for the purchase of the Assets after the Closing Date
and through the term of the Franchise Agreement with Franchisor, Buyer shall cooperate with Seller and
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provide Seller with 1ts consent to access and run the Buyer’s credit report upon Seller's request Buyer shall
retmburse Seller for the cost of pulling any such credit reports

10 CONDITIONS PRECEDENT TO BUYER’S PERFORMANCE

The obligation of Buyer to purchase the Assets on the Closing Date 1s subject to the receipt by
Buyer of duly executed originals of the Franchise Agreement, the Sublease and a Bill of Sale for the Assets in
substantially the form of Attachment ] attached to thuis Agreement and a final version of Schedule 2(a) (111)
whuch shall set forth the final Inventory to be transferred pursuant to this Agreement

11 CONDITIONS PRECEDENT TO SELLER’S PERFORMANCE

The obligation of Seller to sell the Assets on the Closing Date 1s subject to the satisfaction by
Buyer of all of the conditions set forth in this Section 11

a Receipt on the Closing Date On or before the Closing Date

(1) Seller shall have received one (1) duly executed oniginal of the Purchase Note in
substantially the form of Attachment E attached to this Agreement

(11) Seller shall have received three (3) duly executed ongmnals of the Securty
Agreement 1n substantially the form of Attachment F attached to this Agreement

(m) Seller shall have received three (3) duly executed originals of the Sublease, m
substantially the form of Attachment G attached to this Agreement as required by Section 5 of this Agreement

(v) Seller shall have received three (3) duly executed originals of the Assumption
Agreement, i substantially the form of Attachment I attached to this Agreement

(1) Seller shall have received three (3) duly executed origmnals of the Franchise
Agreement, 1n substantially the form of Attachment D attached to this Agreement, and all related collateral
documents

(v) Seller shall have received three (3) duly executed ongmals of the General
Release attached to this Agreement as Attachment K and incorporated mto this Agreement by reference

V) Seller shall have received the remainder of the Purchase Price from the Escrow
Holder

(1) Seller and Franchisor shall have received two (2) duly executed originals letters
from Buyer’s legal counsel attesting that such counsel has reviewed the provisions of this Agreement with
Buyer

(vn)  Seller and Franchisor shall have received Certificates of Insurance evidencing
the proper types and mimumum amounts of required coverage as provided in Section 9(1) of this Agreement, the
Franchise Agreement, the Sublease and the Master Lease

(vmr)  Seller shall have received such other documents as Seller may reasonably
require to consummate the transaction contemplated by this Agreement
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b Initial Traming Program Buyer shall have attended and completed Franchisor s Imtial
Tramung Program to Franchisor's satisfaction, as determuned by Franchisor, m 1its sole and absolute discretion,
prior to the Closing Date

c Performance by Buyer Buyer shall have performed, satisfied and complied with all
covenants, agreements and conditions required by this Agreement to be performed or complied with by Buyer
on or before the Closing Date

d Accuracy of Buyer's Representations and Warranties All representations and
warranties made by Buyer in this Agreement shall be true on and as of the Closing Date, as the case may be, as
if made at that trme

12 OBLIGATIONS ON THE CLOSING DATE

a Prorations All rents, sewer charges, water charges, public utility charges real and
personal property taxes levied or assessed against the Assets and the Restaurant and other items that are
customarily prorated between a seller and a buyer of a business shall be prorated between Seller and Buyer as
of the Closing Date and shall be paid by Seller or Buyer, as the case may be, on the Closing Date

b Costs and Expenses Buyer shall pay all sales and/or use taxes arising from the sale of
the Assets by Seller to Buyer, all ien search fees, costs for publication of escrow notices and all escrow charges,
costs and fees

c Possession Seller shall put Buyer into full possession and enjoyment of the Restaurant,
the Restaurant Premises and the Assets and all other items required to be conveyed and transferred by Seller to
Buyer under this Agreement at 1159 P M on the Closing Date

d Taxes All sales, transfer, use and sumilar taxes and recording and sumular fees incurred
in connection with the sale, conveyance or transfer of the Assets to Buyer, to the extent required by the

respective governmental authorities, shall be paid i full by Buyer

13 INDEMNIFICATION

a Indemnification by Seller Seller shall indemnufy, defend and hold Buyer free and
harmless from and agamnst any and all “Losses’ (as defined in Paragraph 13(c) below), which Buyer shall incur
or suffer which arise or result from the operation or conduct of the business of the Franchised Urut by Seller at
any time before the Closing Date, from Seller's Liabilities and from any breach of Seller's representations,
warranties or covenants contained 1n this Agreement

@ Buyer shall be entitled to indemmnification from Seller under this Paragraph

13(a) only if the aggregate Losses for which Buyer is entitled to indemmification exceed $5,000 (the

Indemnification Threshold ), only to the extent of the excess of the Losses over the Indemnification Threshold

and only 1f a claim for Losses 1s submutted in writing by Buyer to Seller within one (1) year after the Closing
Date

() The remedies provided m this Paragraph 13(a) shall be the exclusive remedy
for monetary damages (whether at law or 1n equity) and are in lieu of any statutory, common law, equitable or
other remedy which Buyer, may have against Seller relating in any way to this Agreement, the other documents
contemplated hereby and the transactions contemplated hereby and thereby Without limiting the generality of
the foregoing, Buyer hereby expressly waives any right of offset Buyer may have against amounts otherwise
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owed to Seller under this Agreement Buyer acknowledges that the limitation on Buyer s remedies set forth m
this Paragraph 13(a) 1s a material term of this Agreement without which Seller would not have entered mnto this
Agreement or the transactions contemplated hereby

b Indemnification by Buyer Buyer shall indemmnify, defend and hold Seller free and
harmless from and against any and all Losses which Seller shall incur or suffer which arnse or result from any
mjuries sustained by Buyer while at the Restaurant prior to the Closing Date and from the operation or conduct
of business at the Restaurant by Buyer at any time after the Closing Date, from any breach of Buyers
representations, warranties or covenants contained 1n this Agreement and from the Assumed Liabilihes

c Losses For purposes of this Agreement, ' Losses shall mean any and all obligations,
liabilities, costs (including reasonable attorneys’ fees), expenses, damages and losses actually incurred by Seller
Seller shall promptly notify Buyer of the existence of any claim, demand or other matter to which Buyer’s
mdemnufication obligations would apply and shall give Buyer a reasonable opportunity to defend or pay the
same at Buyer’s own expense and with counsel of Buyer s own selection Seller shall at all times have the right
to fully participate 1in the defense of any claim at Buyer s own expense If Buyer shall fail to pay or defend,
Seller shall have the right, but not the obligation, to undertake the defense of, and to compronuse or settle
(exercising reasonable business judgment), the claim or other matter on behalf, for the account and at the risk of
Buyer If the clamm 1s one that cannot by 1ts nature be defended solely by Seller, Buyer shall make available all
mformation and assistance that Seller may reasonably request for this purpose

d Obligations of Indemnified Party

(1) A party entitled to ndemnification under the provisions of this Section 13 (the

Indemnitee ) shall promptly notify the indemnifying party (the Indemnitor”) of the existence of any claim,

demand, or other matter to which the Indemnitor s indemnification obligations would apply and shall give the

Indemnutor a reasonable opportunity to defend or pay the same at the Indemnutor s own expense and with
counsel of Indemnitor’s own selection

() The Indemnutee shall at all imes have the right to fully partictpate in the
defense of any claim at the Indemrutee’s own expense

(m1) If the Indemmtor shall, within a reasonable time after this notice, fail to pay or
defend, Indemnutee shall have the nght, but not the obligation, to undertake the defense of, and to compronuse
or settle (exercising reasonable business judgment), the claim or other matter on behalf, for the account, and at
the nisk, of the Indemmtor

(v) If the claim 1s one that cannot by 1ts nature be defended solely by the
Indemnutor, then the Indemnitee shall make available all information and assistance that the Indemnutor may
reasonably request for this purpose

d Mitigation Each Indemnitee shall be obligated in connection with any claim for
mdemnufication under this Section 13 to use commercially reasonable efforts to mihgate Losses upon and after
becoming aware of any event which could reasonably be expected to give rise to such Losses

14 TERMINATION

a Termination by Seller This Agreement may be termmated at any tume prior 'to the
Closing Date by Seller (1) if there has been a breach by Buyer of any representation, warranty, covenant or
agreement set forth 1n this Agreement on the part of Buyer which Buyer fails to cure within five (5) days after
written notice thereof 1s given by Seller (except that no cure period will be provided for a breach by Buyer
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which by 1ts nature cannot be cured), (u) if Buyer fails to complete the Initial Training Program withun six (6)
months after the parties execution of this Agreement, (u1) if Buyer does not complete the Inihal Tramnng
Program to Franchisor's satisfaction, (1v) if Buyer does not, during the Irutial Tramung Program, appear to
possess the skills necessary to properly fulfill and discharge the demands and responsibilities required by the
System or the Franchise Agreement, or (v) if Buyer 1s not acceptable to become a franchisee of Franchisor for
any reason whatsoever, in Franchisor s sole and absolute discretion If this Agreement 1s termmated by Seller,
the obligations of Seller to complete the transactions contemplated by this Agreement will expire and Seller
shall have any further obligations under this Agreement

b Liguidated Damages SELLER AND BUYER HEREBY ACKNOWLEDGE AND
AGREE THAT IT WOULD BE DIFFICULT TO MEASURE SELLER'S AGGREGATE DAMAGES IN THE
EVENT OF A BREACH OF SECTION 14(a)(1) OF THIS AGREEMENT BY BUYER AND THAT,
ACCORDINGLY, IN ADDITION TO, AND WITHOUT LIMITING ANY REMEDIES THAT MAY BE
AVAILABLE TO SELLER FOR A BREACH OF THIS AGREEMENT, SELLER AND BUYER ACKNOWLEDGE
AND AGREE THAT A FAIR AND REASONABLE ESTIMATE OF SUCH DAMAGES IS THE ENTIRE
DEPOSIT, WHICH IN NO WAY REPRESENTS A PENALTY OF ANY SORT SELLER AND BUYER FURTHER
ACKNOWLEDGE AND AGREE THAT IN THE EVENT OF THE TERMINATION OF THIS AGREEMENT AS
A RESULT OF BUYER'S BREACH OF SECTION 14(a)(1) OF THIS AGREEMENT PRIOR TO THE CLOSING
DATE, SELLER SHALL BE ENTITLED TO RETAIN THE ENTIRE DEPOSIT AS LIQUIDATED DAMAGES
SELLER AND BUYER ACKNOWLEDGE AND AGREE THAT THIS PAYMENT IS A REASONABLE
FORECAST OF THE DAMAGES LIKELY TO RESULT FROM SUCH BREACH OF SECTION 14(a) (1) OF THIS
AGREEMENT BY BUYER BECAUSE OF THE LOST OPPORTUNITIES OF SELLER TO SELL THE
RESTAURANT TO OTHER AVAILABLE BUYERS [AND THE COSTS TO SELLER TO CONSTRUCT THE
TURN-KEY UNIT] AND IS NOT A PENALTY OF ANY KIND SELLER AND BUYER FURTHER
ACKNOWLEDGE AND AGREE THAT THE PAYMENT OF LIQUIDATED DAMAGES SHALL NOT BE
CONSTRUED AS A RELEASE OR WAIVER BY SELLER OF THE RIGHT TO PREVENT THE
CONTINUATION OF ANY BREACH OF THIS AGREEMENT AND SHALL NOT PRECLUDE OR BE
CONSTRUED TO PRECLUDE SELLER FROM MAKING A SHOWING OF IRREPARABLE INJURY OR ANY
OTHER ELEMENT THAT MAY BE NECESSARY TO SECURE INJUNCTIVE RELIEF

c Termination by Buyer Buyer shall have no right to termunate this Agreement

15 POST CLOSING OBLIGATIONS OF BUYER

Buyer shall, at Buyer’s sole cost and expense, refurbish, remodel and improve the Restaurant to
conform the building design, trade dress, color schemes, and presentation of the La Salsa marks to Franchisor s
then current public image Such a remodeling may include extensive structural changes to the Restaurant and
replacement or modification of furrushings, fixtures and equipment as well as such other changes that
Franchisor may direct Buyer shall undertake such a program promptly upon notice from Franchisor, and shall
complete any such remodeling as expeditiously as possible, but 1n any event no later than one (1) year from the
Closing Date Franchisor may, on one or more occasions, waive or defer for such period of tume as Franchisor
may deem appropriate, Buyer’'s obligation to remodel the Restaurant, if Franchisor determunes, 1n its judgment,
that the Restaurant 1s i substanhal conformity with Franchisor's then-current standard system decor
specifications

16 BROKER'S FEES

Each of the parties represents and warrants that such party has dealt with no broker or finder in
connection with the transactions contemplated by this Agreement, and, mnsofar as 1t knows, no broker or other
person 1s entitled to any comnussion or finder s fee 1n connection with this transaction Each of the parties
agrees to mdemnufy and hold the other harmless from and against any liability, claim, damage, loss or expense
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incurred by reason of any brokerage commussion or finder s fee alleged to be payable because of any act,
omussion or statement of the mdemrfying party

17 SURVIVAL OF REPRESENTATIONS AND WARRANTIES

All representations warranttes, covenants and agreements of the parties contained m this
Agreement, or 1n any instrument or other wniting provided for in this Agreement, shall survive the Closing
Date

18 DISPUTE RESOLUTION

a Arbitration Except as provided in Sechion 18b of this Agreement and except as
precluded by Applicable Law, any controversy or claim between Franchisor and Franchisee anising out of or
relating to thuis Agreement or any alleged default hereunder, including any 1ssues pertaining to the arbitrabihty
of such controversy or claim and any claim that this Agreement or any part hereof 1s mnvald, illegal, or
otherwise voidable or void, shall be submutted to binding arbitration conducted before and in accordance with
the Commeraal Rules of the American Arbitration Association ( AAA”), by one arbitrator selected by
Franchisor and Franchisee 1n accordance with said rules Judgment upon any award rendered may be entered
mn any Court having junsdichion thereof Except to the extent prolubited by Applicable Law, (1) the proceedings
shall be held in Orange County, Califorrua, (n) all arbitration proceedings and claims shall be filed and
prosecuted separately and individually in the name of Franchisee and Franclusor, and not in any representative
capacity, and shall not be joined or consolidated, or otherwise filed concurrently in the same proceeding, with
claims asserted by or aganst any other hicensee, franchisee or area developer, and (1n) the arbitrator shall have
no power or authonty to grant purutive or exemplary damages as part of its award The party imtiating a claim
or counterclaim 1n any arbitrahion proceedings shall pay all fiing fees related thereto In no event may the
material provisions of thus Agreement, or any anallary agreement executed 1n connection with this Agreement,
mcluding, but not limited to the method of operation authorized product line sold or monetary obligations
spectfied 1n this Agreement, amendments to this Agreement or in the Manuals be waived, modified or changed
by the arbitrator at any arbitration hearing The substantive law applied 1n such arbitration shall be as provided
n Section 18 e of this Agreement The arbitration and the parhes’ agreement to arbitrate shall be deemed to be
self-executing, and 1if either party fails to appear at any properly-noticed arbitration proceeding, an award may
be entered agamst such party despite said failure to appear The arbitral deasion shall be binding and
conclusive on the parties A judgment confirming the award may be given by any Califorrua court having
junsdiction, or that court may vacate, modify, or correct the award in accordance with the prevailing provisions
of the Califorria statute governing arbitration All 1ssues relating to arbitrability or the enforcement of the
agreement to arbitrate contained herein shall be governed by the Federal Arbitration Act (9 USC §1 et seq),
notwithstanding any provision of this Agreement speafying the state law under which this Agreement shall be
governed and construed The parties agree to be bound by the provisions of the hmtations on the period of
time 1n which claims must be brought under Applicable Law or this Agreement, whichever expires earlier The
parties further agree that, in connection with any arbitration proceeding conducted hereunder, each party must
submut or file any claam which would constitute a compulsory counterclaim (as defined by Rule 13 of the
Federal Rules of Civil Procedure) within the same proceeding as the claim to which 1t relates Any such claim
which 1s not submutted or filed as described above shall be forever barred

B Exceptions to Arbitration The arbitration provision in 18 a of this Agreement shall not
apply to (1) any action for mjunctive or other provisional relief, including, but not limited to, enforcement of
lLiens, security agreements, or attachments, which a party deems to be necessary or appropriate to compel the
other party to comply with 1ts obligations under this Agreement, or (u) any action Franchisor deems to be
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necessary or approprate to protect the Marks and Trade Secrets of Franchisor Any claim or dispute involving
or contesting the validity of any of the Marks shall not be subject to arbitration

c Other Remedies Nothing in this Section 18 shall prejudice the right of any party to
obtain provisional relief or other equitable remedies from a court of competence jurisdiction as shall otherwise
be available under applicable law

d Mediation = Notwithstanding anything to the contrary m Section 18a of ths
Agreement, before either party may imtate any arbitration proceeding as described above (other than suits
described 1n Section 18 c), Seller and Buyer pledge to attempt first to resolve any Dispute pursuant to mediation
conducted mn accordance with the Commercial Mediation Rules of the AAA unless Seller and Buyer agree on
alternative rules and a mediator within fifteen (15) days after erther party first gives notice of mediation
Mediation shall be conducted in Orange County, Califorrua, and shall be conducted and completed withm
forty-five (45) days following the date erther party first grves notice of mediation unless otherwise agreed to in
writing by Seller and Buyer If the parties fail to complete mediation within the forty-five (45) day pertod, erther
Seller or Buyer may wtiate an arbitration proceeding 1n accordance with Section 18 a The fees and expenses of
the mediator shall be shared equally by Seller and Buyer The mediator shall be disqualified as a witness, expert
or counsel for any party with respect to the Dispute and any related matter Mediation 1s a compromuse
negotiation and shall constitute privileged communications under Califorrua and other applicable laws The
entire mediation process shall be confidental and the conduct, statements, promises, offers, views and opinuons
of the mediator and Seller and Buyer shall not be discoverable or admussible 1n any legal proceeding for any
purpose, provided, however, that evidence which 1s otherwise discoverable or adnussible shall not be excluded
from discovery or admussion as a result of 1ts use in the mediation Notwithstanding anything to the contrary set
forth 1n this Agreement, any party that fails to reasonably cooperate 1n scheduling and completing a mediation
within forty-five (45) days after giving or recerving notice thereof shall be precluded from recovering costs,
expenses, and/or prevailing party attorneys' fees i any subsequent legal proceeding

e Governing Law This Agreement shall be governed by and construed in accordance
with the laws of the State of Califorria  In the event of any conflict of law, the laws of Califorrua shall prevail,
without regard to the application of Califorria conflict of law rules If, however, any provision of this
Agreement would not be enforceable under the laws of California, and if the Restaurant 1s located outside of
Califormia and such provision would be enforceable under the laws of the state in which the Restaurant 1s
located, then such provision shall be mterpreted and construed under the laws of that state Nothmg in this
Section 18 e 1s mntended by the parties to subject this Agreement to any franchise or similar law, rules, or
regulation of the state of California to which 1t would not otherwise be subject

f Survival The terms of this Section 18 shall survive termuination, expiration or
cancellation of this Agreement

19 GENERAL

a Notices Except as otherwise expressly provided heren, all written notices and reports
permutted or required to be delivered by the parties pursuant hereto shall be deemed so delivered at the time
delivered by hand, one (1) business day after electronic transmission (with confirmation copy sent by regular
United States mail), or three (3) business days after placement mn the Unuted States mail by Registered or
Certified Mail, Return Receipt Requested, postage prepaid and addressed as follows

If to Seller LAS Acqusition, LL.C
320 Commerce, Suite 100
Irvine, Califorrua 92602
Attention Chuef Executive Officer/ (Facsimile No (562)391-2402
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With a copy (which shall not constitute notice) to

Barry Kurtz, Esq

Lewitt, Hackman, Shapiro, Marshall & Harlan
16633 Ventura Boulevard, 11t Floor

Encino, Califormia 91436

Facsimile No (818) 981-4764

If to Buyer

Attention
Facsimile No

Any party may change his or its address by giving ten (10) days prior wnitten notice of such change to all other
parties

b Waiver and Delay No waiver by Seller of any default or series of defaults mn
performance by Buyer, and no failure, refusal or neglect of Seller to exercise any right, power or option given to
Seller hereunder or under the Escrow Instructions, or to insist upon strict compliance with or performance of
Buyer’s obligations under this Agreement or under the Escrow Instructions, shall constitute a waiver of the
provisions of this Agreement or under the Escrow Instructions with respect to any subsequent default thereof or
a waiver by Seller of Seller's night, at any time thereafter, to require exact and strict compliance with the
provisions thereof

c Transfers, Successors and Assigns, Benefit Seller shall have the right to transfer or
assign all or any part of 1ts rights or obligations under this Agreement to any person or legal entity Buyer shall
not have the night to transfer or assign all or any part of 1ts rights or obligations under this Agreement to any
person or legal entity This Agreement shall be binding upon and nure to the benefit of the successors and
assigns of Seller and Buyer and 1ts or their respective herrs, executors, admurustrators, successors and assigns,
subject to the restrictions on Assignment contained herein This Agreement 1s for the benefit of the parties only,
and 1s not intended to and shall not confer any nght or benefit upon any person who 1s not a party hereto

d Joint and Several Liability If Buyer consists of more than one (1) person or entity, or a
combrnation thereof, the obligations and lhiabilities of each such person or entity to Seller are jomnt and several,
and such person(s) and/ or entities shall be deemed to be a general partnership

e Entire Agreement This Agreement, the Prelimmnary Busmess Purchase Agreement
attached to this Agreement as Attachment L and the Escrow Instructions contain all of the terms and conditions
agreed upon by the parties hereto with reference to the subject matter hereof No other agreements, oral or
otherwise, shall be deemed to exist or to bind any of the parties hereto and all prior agreements, understandings
and representations are merged heremn and superseded hereby Buyer represents that there are no
contemporaneous agreements or understandings relating to the subject matter hereof between the parties that
are not contained in this Agreement No officer, employee or agent of Seller has any authornty to make any
representation or promuse not contamned in this Agreement, and Buyer agrees that Buyer has executed this
Agreement without reliance upon any such representation or promise This Agreement cannot be modified or
changed except by written instrument signed by all of the parties hereto |
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f Titles for Convenience Article and Section titles used m this Agreement are for
convenience only and shall not be deemed to affect the meaning or construction of any of the terms, provisions,
covenants or conditions of this Agreement

g Gender and Construction The terms of all Attachments hereto are hereby
mcorporated mto and made a part of this Agreement as if the same had been set forth in full herein All terms
used 1n any one number or gender shall extend to mean and include any other number and gender as the facts,
context or sense of this Agreement or any Article or Section hereof may require As used 1n this Agreement, the
words include , ‘includes or ‘including” are used in a non-exclusive sense Unless otherwise expressly
provided herein to the contrary, any consent, acceptance, approval or authorization of Seller which Buyer may
be required to obtain hereunder may be given or withheld by Seller in 1ts sole discretion, and on any occasion
where Seller 1s required or permutted hereunder to make any judgment, determination or use 1ts discretion,
mncluding any decision as to whether any condition or circumstance meets Seller s standards or satisfaction,
Seller may do so 1n 1its sole subjective judgment and discrenon Neither this Agreement nor any uncertainty or
ambiguity herein shall be construed or resolved agamnst the drafter hereof, whether under any rule of
construction or otherwise On the contrary, this Agreement has been reviewed by all parties and shall be
construed and interpreted according to the ordinary meaning of the words used so as to fairly accomplish the
purposes and intentions of all parties hereto Seller and Buyer intend that if any provision of this Agreement 1s
susceptible to two (2) or more constructions, one (1) of which would render the provision enforceable and the
other or others of which would render the provision unenforceable, then the provision shall be given the
meaning that renders 1t enforceable

h Severability Nothing contamned in this Agreement shall be construed as requiring the
commussion of any act contrary to law Whenever there 1s any conflict between any provisions of this
Agreement and the Escrow Instructions, the terms of this Agreement shall control Whenever there 1s any
conflict between any provisions of this Agreement or the Escrow Instructions and any present or future statute
law, ordinance or regulation contrary to which the parties have no legal right to contract, the latter shall prevail,
but 1n such event the provisions of this Agreement or the Escrow Instructions thus affected shall be curtailed
and limited only to the extent necessary to bring it within the requirements of the law If any part, article,
section, sentence or clause of this Agreement or the Escrow Instructions shall be held to be indefinite, invalid or
otherwise unenforceable, the indefinite, invalid or unenforceable provision shall be deemed deleted, and the
remaming part of thus Agreement shall continue mn full force and effect

1 Counterparts and Electronic Copies This Agreement may be executed i any number
of counterparts, each of which shall be deemed to be an original and all of which together shall be deemed to be
one and the same mstrument Copies of this Agreement with signatures that have been transmtted by email or
by facsimile shall constitute and be deemed original copies of this Agreement for all purposes, provided that the
copies are fully executed, dated and 1dentical in form to the original hard copy version of this agreement In
addition, this Agreement and all attachments to this Agreement may be signed electronically by the parties and
electroruc signatures appearing on this Agreement and the attachments shall be deemed to be the same as
handwritten signatures for the purposes of the validity, enforceability and admussibility of this Agreement and
the attachments

) Fees and Expenses If any party to this Agreement shall bring any action or proceeding
for any relief agamnst the other, declaratory or otherwise, arising out of this Agreement, the losing party shall
pay to the prevailing party a reasonable sum for attorneys fees and costs incurred in bringing or defending
such action or proceeding and/ or enforcing any judgment granted therein, all of which shall be deemed to have
accrued upon the commencement of such action or proceeding and shall be paid whether or not such action or
proceeding is prosecuted to final judgment Any judgment or order entered mn such action or proceeding shall
contain a specific provision providing for the recovery of attorneys’ fees and costs, separate from the judgment,
incurred n enforcing such judgment The prevailing party shall be determined by the trier of fact based upon
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an assessment of which party s major arguments or positions taken in the proceedings could fairly be said to
have prevailed over the other party s major arguments or positions on major disputed 1ssues For the purposes
of thus Section, attorney fees shall include, without limitation, fees ncurred n the followng (1) post-judgment
motions, (2) contempt proceedings, (3) garmishment, levy, and debtor and third party examinations, (4)
discovery, and (5) bankruptcy hitigation This Section 1s intended to be expressly severable from thejother
provisions of this Agreement 1s intended to survive any judgment and 1s not to be deemed merged into the
Judgment

k General The submussion of thuis Agreement does not constitute an offer and this
Agreement shall become effective only upon the execution thereof by Seller and Buyer This Agreement shall
not be binding on Seller unless and unti 1t shall have been accepted and signed on its behalf by an authorized
officer of Seller

20 ACKNOWLEDGMENTS

a General Buyer, and its owners, jomtly and severally acknowledge that they have
carefully read this Agreement and all other related documents to be executed concurrently or in conjunction
with the execution hereof, that they have obtamned the advice of counsel i connection with entering into this
Agreement, that they understand the nature of this Agreement, and that they intend to comply herew1th and
be bound hereby Seller expressly disclaims making, and Buyer acknowledges that 1t or they have not received
or relied on any warranty or guarantee, express or imphed, as to the potential volume, profits, expenses or
success of the business venture contemplated by this Agreement

b Independent Investigation Buyer acknowledges that Buyer has conducted an
mdependent investigation of the Restaurant franchised hereunder, recognizes that the busmess venture
contemplated by this Agreement involves business risks, and that Buyer s success will be largely dependent
upon the ability of Buyer and if an entity, its owners, as independent businesspersons Seller expressly
disclaims the making of, and Buyer acknowledges that 1t has not received, any warranty or guarantee, express
or implied, as to the potential volume profits or success of the busmess venture contemplated by this
Agreement

c Opportunity to Consult Buyer acknowledges that 1t has read and understood this
Agreement the Attachments hereto and agreements relating thereto, if any, and that Seller has accorded Buyer
ample time and opportunity to consult with advisors of Buyer s own selection about the potential benefits and
risks of entering into this Agreement

d Disclosure Document Buyer acknowledges that 1t has recerved a copy of the complete
La Salsa Franchise, LLC Disclosure Document which contains a copy of this Asset Purchase Agreement, at least
fourteen (14) calendar days prior to the date on which this Agreement was executed Buyer acknowledges and
agrees that Seller has made no promises, representations, warranties or assurances to Buyer which are
mconsistent with the terms of this Agreement or the Disclosure Document, concerning the profitability or
likelthood of success of the Restaurant at the Franchused Location, that Buyer has been informed by Seller that
there can be no guarantee of success in the Restaurant and that Buyer's business ability and aptitude 1s primary
i determinung his success |

e Atypical Terms Buyer acknowledges and agrees that Seller may modify the offer of its
franchises to other La Salsa® franchisees in any manner and at any time, which such offers have or may have
terms, conditions and obligations which may differ from the terms, conditions and oblhigations mn this
Agreement Buyer further acknowledges and agrees that Seller has made no warranty or representation that all
Franchise Agreements previously issued or issued after this Agreement by Seller do or will contain terms
substantially similar to those contained in this Agreement Seller may, In 1ts reasonable business judgment and
1ts sole and absolute discretion, due to local busmess conditions or otherwise, waive or modify comparable
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provisions of other Franchise Agreements previously executed or executed after the date of this Agreement with
other La Salsa® franchisees in a non-unuform manner

f Attachments and Schedules Seller shall have the right to amend and update all of the
Attachments and Schedules attached to this Agreement up to the Closing Date to accurately reflect the
mformation referred to theremn Seller shall deliver to Buyer a final version of all of such Attachments and
Schedules on or before the Closing Date

21 ANTI-TERRORISM LAWS

Buyer and 1its officers, directors, members and shareholders, and each of them, shall comply
with and/ or assist Franchisor to the fullest extent possible in Franchisor s efforts to comply with Anti-Terrorism
Laws (as defined below) In connection with such complhance, Buyer and its officers, directors, members and
shareholders, and each of them, certify, represent and warrant that none of the property or interests of Buyer or
1ts officers, directors, members and shareholders, and each of them, 1s subject to being blocked under any of
the Anti-Terrorism Laws and that Buyer and its officers, directors, members and shareholders, and each of
them, are not otherwise i violation of any of the Anti-Terrorism Laws

a Definition For the purposes of this Section 21, Anti-Terrorism Laws” means
Executive Order 13224 1ssued by the President of the United States, the Terrorism Sanctions Regulations (Title
31, Part 595 of the US Code of Federal Regulations), the Foreign Terrorist Organizations Sanctions Regulations
(Ttle 31, Part 597 of the US Code of Federal Regulations), the Cuban Assets Control Regulations (Title 31, Part
515 of the US Code of Federal Regulations), the USA Patriot Act and all other present and future federal, state
and local laws, ordinances, regulations, policies, lists and any other requirements of any Governmental
Authonty (including, without limutation, the United States Department of Treasury Office of Foreign Assets
Control) addressing or 1n any way relating to terrorist acts and acts of war |

b Annex Buyer and 1ts officers, directors, members and shareholders, and each of them,
certify that none of 1ts employees or anyone associated with Buyer or officers, directors, members and
shareholders are listed in the Annex to Executive Order 13224 Buyer agrees not to hire any mndividual histed in
the Annex The Annex 1s available at

www treas gov /offices/enforcement/ofac/sdn/

c No Knowledge Buyer certifies that Buyer has no knowledge or information that, 1if
generally known, would result in Buyer, 1ts officers, directors, members and shareholders, 1ts employees, or
anyone associated with Buyer to be listed in the Annex to Executive Order 13224

d Indemnity Buyer shall be solely responsible for ascertaining what actions must be
taken by Buyer to comply with the Anti-Terrorism Laws, and Buyer specifically acknowledges and agrees that
Buyer’s indemnification responsibilities set forth in this Agreement pertain to Buyer's obligations under thus
Section 21

e Termination Any musrepresentation by Buyer under this Section 21 or any violation of
the Anti-Terrorism Laws by Buyer, 1ts officers, directors, members and shareholders, or Buyer s employees shall
constitute grounds for immediate termiation of this Agreement and any other Agreement Buyer has entered
with Seller or an affihate of Seller, 1n accordance with the terms of this Agreement

[S1gnature Page Follows] '
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IN WITNESS WHEREOF, the parties hereof have executed this Agreement as of the date first shown
above

SELLER
LAS ACQUISITION, LLC,
A Delaware limited liability company

By

Charles Rink, Its Chief Executive Officer

BUYER
'[
[ 1A corporation,
[ 1A hmuted hability company,
[ 1A general partnershup,
[ 1A hmited partnershup,
[ 1Anindividual
[ ] Other (specify)
By '
Name
Title , and Individually
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ENTITY INFORMATION

If Buyer 1s an entity, Buyer represents and warrants that the following information 1s accurate and
complete mn all material respects

1) Buyer 1s a (check as applicable)
[ ] corporation
[ ] muted hability company
[ ] general partnership
[ ] muted partnership

[ ] Other (specify)

State of incorporation/orgamzation

Entity name

(2) Buyer shall provide to Seller concurrently with the execution hereof true and accurate
copies of its charter documents including Articles of Incorporation, Bylaws, Operating Agreement, Partnership

Agreement, resolutions authorizing the execution hereof and any amendments to the foregoing ( Entity
Documents )

(3) Buyer promptly shall provide such additional information as Seller may, from time to
time, request concernung all persons who may have any, direct or indirect, financial interest in Buyer

@) The name and address of each of Buyer's Owners, members, or general and hmited
|
partners

NUMBER OF,
SHARES OR
PERCENTAGE
NAME ADDRESS INTEREST

(of applicable)

) There 1s set forth below the names, addresses and titles of Buyer’s Principal Officers or
partners who will be devoting therr full time to the Restaurant

NAME ADDRESS TITLE

(6) The address where Buyer s Financial Records and Entity Documents (e g, Articles of
Incorporation, Bylaws, Operating Agreement, Partnership Agreement, etc) are mamntamned 1s
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SELLER

LAS ACQUISITION, LLC,
A Delaware limited hability company

By

Charles Rink, Its Chief Executive Officer

BUYER
[1A
[ 1A
[ 1A
(la____
[ ] Anindividual
[ ]Other (specify)
By
Name
Title , and Individually
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LA SALSA FRANCHISE, LLC
ASSET PURCHASE AGREEMENT
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LA SALSA FRANCHISE, LLC
ASSET PURCHASE AGREEMENT

ATTACHMENT B
FRANCHISE LOCATION, MASTER LEASE AND MASTER LANDLORD

Franchised Location

Master Lease Date

Master Landlord
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LA SALSA FRANCHISE, LLC
ASSET PURCHASE AGREEMENT

ATTACHMENT C
INITIAL TRAINING AGREEMENT
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LA SALSA FRANCHISE, LLC
ASSET PURCHASE AGREEMENT

ATTACHMENT D
FRANCHISE AGREEMENT
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LA SALSA FRANCHISE, LLC
ASSET PURCHASE AGREEMENT

ATTACHMENT E
SECURED PROMISSORY NOTE
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LA SALSA FRANCHISE, LLC
ASSET PURCHASE AGREEMENT

ATTACHMENT E
SECURED PROMISSORY NOTE
$ Cypress, California —
1 PRINCIPAL AND PAYMENT
a FOR VALUE RECEIVED, the undersigned,
a

("Maker"), promuses to pay LAS Acquisition, LLC, a Delaware limited Liability company, or order ("Payee"),
without deduction or offset, at the address specified for notice to Payee in Section 9 hereof (or at such other
place as Payee shall specify in writing), m lawful money of the Uruted States of America, the principal amount
of ] ), together with
mterest thereon adjusted every six (6) months after the Closing Date at a rate equal to erther the prime rate of
mnterest, as published by the Western Edition of the Wall Street Journal, plus three percent (3%), or
percent (___ %) per annum, whichever 1s greater, m equal
consecutive monthly payments, commencing with the first payment of $ (calculated at
the current interest rate determined as of the Closing Date as percent (___% per
annum)), due on the first day of , , and continuing on the first day of each
successive month thereafter until , , when this Promissory Note shall be paid n
full, in connection with Maker s purchase of the ” Assets” at the La Salsa® Restaurant known as La Salsa #___
(the “Restaurant”) located at

(the * Franchised Location )
2 PREPAYMENT

This Promissory Note may be prepaid at any time or from time to time, mn whole or 1n plcxrt,
without penalty

3 APPLICATION OF PAYMENTS

Each payment on this Promussory Note (whether made when due or otherwise) shall first be
credited agamnst any mterest then due, and the remainder of such payment shall be credited against the
unpaid principal

4 DEFAULT, ACCELERATION

If one (1) or more of the following events shall occur ("Events of Default" or an "Event of
Default”)

a Maker shall default in the due and punctual payment of the obligation due
hereunder, whether at maturity, upon acceleration or otherwise, or in the performance by Maker of any
remainung obligation under this Promissory Note, or fail to perform any representation, warranty or covenant
or obligations under any loan agreement with any third-party lender, or 1ts assignee, for money borrowed for
the Restaurant, and such default shall continue for a period of ten (10) days after written notice of such default
1s given by Payee to Maker, or
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|

b Maker shall default in the performance of Maker's obligations under the ’ Security
Agreement between Maker and Payee dated , under the Franchise Agreement
dated , _, between Maker and La Salsa Franchlse, LLC, a Delaware Iimited hability
company ( Franchisor’ ), the franchlsor of La Salsa® Restaurants, or under the Sublease between Maker and
Payee dated , or under any other agreement or promssory note between Maker
and Payee or Maker and Franchlsor and such default shall continue for a period of ten (10) days after written
notice of such default 1s given to Maker, or

c Maker shall sell exchange, transfer or make any other disposition of all or
substantially all of the Assets (other than a transfer by Maker to an affihated entity) of the Restaurant, the La
Salsa® franchuse located at the Franchised Location or any other La Salsa Restaurant or La Salsa franchise
owned by Maker or 1ts affiliates, whether individually or collectively, or a transfer of 49% or more of the
caprtal stock, membership interests, partnership rights, or other equity mterests of Maker, or

d Maker shall be adjudicated bankrupt or insolvent, or make an assignment for the
benef1t of creditors, or Maker shall apply for or consent to the appoimntment of a custodian, receiver, trustee or
simular officer, for 1t or for all, or any substantal part of its property, or such custodian, recerver, trustee or
smular officer shall be appointed without the application or consent of Maker, and such appomtment shall
continue undischarged for a period of sixty (60) days, or

e Maker shall mstitute, by petition, application, answer, consent or otherwise, any
bankruptcy, msolvency, reorganization, moratorium, arrangement, readjustment of debt, dissolution,
hquidation or similar proceeding relating to 1t under the laws of any jurisdiction, or any such proceeding shall
be mstituted, by petition, application or otherwise, against Maker and shall remain undismussed for a period
of sixty (60) days,

THEN

upon the occurrence of an Event of Default under Sections 4(c), 4(d) or 4(e) above or Section 5(c) below,
automatically, and upon the occurrence of an Event of Default under Sections 4(a) or 4(b above or 5(a) or 5(b)
below), and upon the election of Payee following the expiration of the ten (10) day period provided therein,
the entire principal balance of this Note, and all accrued interest, without further demand, shall immediately
become due and payable No delay or omission on the part of Payee in exercising any right under this Note
shall operate as a waiver of such right |

5 REPORTING AND FINANCIAL CONDITIONS

a Maker shall provide Payee with copies of Maker's internally prepared quarterly
Financial Statements (Balance Sheet and Income & Expense Statement) within fifteen (15) days of the end of
each calendar quarter

b Maker shall provide Payee with copies of an accountant prepared annual Financial
Statements (Balance Sheet and Income & Expense Statement) within thirty (30) days of the end of each
calendar year

c Maker shall maintain the following financial ratios at all ttmes until this Note 1s paid
m full Debt Coverage Ratio (EBITDA/TOTAL LOAN PAYMENTS) 15 10

6 WAIVER

Maker waives presentment, protest and demand, notice of protest, demand, dishonor and

nonpayment of this Note, notice of acceleration, notice of mtent to accelerate, and any and all other notices or
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matters of a like nature, provided that such waiver shall not extend to any notice of default to be given by

Payee under Sections 4(a), 4(b), 5(a) or 5(b) hereof

7 ATTORNEYS' FEES

Maker agrees that if any legal action 1s brought to enforce or collect this Note, the prevailing
party shall be entitled to reasonable attorneys’ fees and costs, and any and all costs of collection, in addition to
any other relief to which that party may be entitled This provision shall be applicable to the entire Note

8 SEVERABILITY '

Every provision of this Note 1s intended to be severable If any term or provision hereof 1s
declared by a court of competent junisdiction to be ilegal or invalid for any reason whatsoever, such 1llegality
or invahidity shall not affect the balance of the terms and provisions hereof, which term and provisions shall
remain binding and enforceable

9 NOTICES |

Except as otherwise expressly provided heremn, all written notices and reports permutted or
requrred to be delivered by the parties pursuant hereto shall be deemed so delivered at the ime delivered by
hand, one (1) business day after electronic transmussion (with confirmation copy sent by regular United States
mail), or three (3) business days after placement 1n the United States mail by Registered or Certified Mail,
Return Receipt Requested, postage prepaid and addressed as follows

If to Payee LAS Acqusition, LLC
5900 Katella Avenue Building A, Suite 101
Cypress, Califorrua 90630
Attenion Managing Member
Facsimile No (562) 391-2402

With a copy (which shall not constitute notice) to |

Barry Kurtz, Esq

Lewitt, Hackman, Shapiro, Marshall & Harlan
16633 Ventura Boulevard, 11th Floor

Encino, California 91436

Facsimile No (818) 981-4764

If to Maker

Attention
Facsimule No

Either party may change 1ts address for the purpose of recelving notices, demands and other communications
as herein provided by a written notice given 1n the manner aforesaid to the other party

10 BINDING EFFECT

All the terms and provisions of this Note shall be binding upon and mure to the benefit of the
parties hereto, and their respective successors, heirs and assigns |

L \ pkaravanich\My Documents\ La Salsa\ 2016 Filed\ D DOCX
2016 LA SALSA ENTITY INFORMATION



11 HEADINGS

Headings at the beginning of each numbered Section of this Note are mntended solely for
convenience of the parties,.and are not to be deemed or construed to a part of this Note

12 SECURITY FOR PAYMENT OF NOTE

Payment of this Note shall be secured by a security interest in the Assets located at the
Restaurant and certain other assets of the Restaurant as evidenced by the Security Agreement executed by
Maker 1n favor of Payee concurrently with the execution of this Note

13 ASSIGNMENT OF PAYEE’S RIGHTS

Payee may, without any notice to Maker or Maker s consent, transfer any of Payee’s rights
under this Note, and any collateral related thereto, and upon notice, Maker shall render all performance
hereunder to such transferee Maker agrees that any such transferee shall have the rights and benefits
assigned, but none of the obligations, and such transferee will not be subject to any claims, defenses or set-off
that Maker may have agamnst Payee

14 INTEREST RATE

It 1s the express mtent of Maker and Payee not to violate any applicable usury laws or to
exceed the maximum amount of interest permitted under applicable law In the event a court of competent
jurisdiction declares that any interest payable hereunder 1s excessive, any such excess payment shall be
appled to principal in inverse order of maturity and any remamnng excess shall be refunded to Maker
following Maker’s payment n full of this Note

15 GOVERNING LAW AND VENUE

This Note shall be governed and construed m accordance with the laws of the State of
Califorrua Venue for purposes of any actions brought in connection with or arising out of this Agreement
shall be conclusively presumed to be 1n the State of Califormia, County of Orange

IN WITNESS WHEREOF, the undersigned have executed this Note as of the day and year first above
written

MAKER
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LA SALSA FRANCHISE, LLC
ASSET PURCHASE AGREEMENT

ATTACHMENT F
SECURITY AGREEMENT
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LA SALSA FRANCHISE, LLC
ASSET PURCHASE AGREEMENT

ATTACHMENTF
SECURITY AGREEMENT
THIS SECURITY AGREEMENT (this “Agreement ) 1s made thus ____ day of
, by and between LAS Acquisition, LLC, a Delaware hmted hability company ( Secured Party”), on the
one hand, and a

(“Debtor”), on the other hand, with reference to the following

facts

A On , Secured Party and Debtor entered into an Asset Purchase
Agreement (the Purchase Agreement’ ) pursuant to which Secured Party sold and Debtor purchased all of the
assets owned or used by Secured Party (the Assets ) in the operation of the La Salsa® Restaurant known as La
Salsa #____ (the ‘ Restaurant”) located at

(the Franchised Location”)
Debtor agreed to operate the Franchised Location as a Franchisee of La Salsa Franchise, LLC, the Franchisor of
La Salsa® Restaurants ( Franchisor’) In comjunction with this acquisition, Debtor has agreed to pay Secured
Party the sum of $ in accordance with the terms of a Promussory Note (the "Purchase
Note”)

B Secured Party and Debtor desire to enter into this Agreement to grant Secured Party a security
interest 1n all of the Assets at the Restaurant to secure payment of the Purchase Note on the terms and
conditions set forth herein

NOW, THEREFORE, IT IS AGREED

1 INCORPORATION OF RECITALS

The Recrtals set forth in Paragraphs A and B of thus Agreement are true and correct and are
incorporated by reference herein as part of this Agreement

2 SECURITY INTEREST

In consideration of the foregoing, Debtor hereby grants to Secured Party a security interest as
follows

a Collateral Debtor hereby grants to Secured Party a continuing security interest in all of
the leasehold improvements, fixtures, furnishings and equipment, inventory and supplies located at or used 1n
connection with the Restaurant, now or hereafter leased or acquired by Debtor, together with all accounts,
payment intangibles, attachments, accessories, additions, substituttons and replacements, all cash and non-cash
proceeds derived from insurance or the disposition of such assets, all nights of Debtor to use the La ISalsa®
trademarks, service marks, trade names, trade styles, patents, copyrights and their registrations, trade secret
mformation and other proprietary rights, and all rights granted, owned or licensed to Debtor under contracts
and licenses and Franchise Agreements for the use of the La Salsa® trademarks, service marks, trade names,
trade styles, patents, copyrights, trade secret information and other proprietary rights (collectively the
* Collateral’ ), to secure payment and performance by Debtor of the following obligations (the Obligations )
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(1) All obligations, mncluding, without lmutation, payments for mventory,
equipment and supplies, obligations and payments under this Agreement and other agreements between
Secured Party, 1ts affiliates, and Debtor, and other amounts and obligations owed to Secured Party,

() All expenditures of any kind or nature made by Secured Party to preserve the
Collateral, including, without hmitation all amounts paid to discharge taxes lens, security interest and any
other encumbrances against the Collateral, and to repair any damage to the Collateral or otherwise preserve or
marntain the Collateral and all nsurance thereon,

(1) All expenditures made or imncurred by Secured Party pursuant to the provisions
of any credit agreements, any pronussory note and this Agreement, and

() All other indebtedness, obligations and liabilities of Debtor to Secured Party, 1ts
affiliates, or other third parties, direct or indirect, absolute or contingent, due or to become due, whether now or
hereafter arising

b Authorization to File Financing Statements Debtor hereby irrevocably authorizes
Secured Party, at any time and from time to time, to file mn any filing office in any Unuform Commercial Code
('UCC”") junisdiction any imtal financing statements and amendments thereto and to furnish any information
relating to such filings to Secured Party promptly upon Secured Party’s request Debtor further agrees, 'at the
request and option of Secured Party, to take any and all other actions Secured Party may determine to be
necessary or useful for the attachment, perfection and first priority of, and the ability of Secured Party to
enforce, Secured Party s securnity interest in any and all of the Collateral |

c Right to Assign Secured Party’s Rights and Interest Secured Party may, w1th01|1t any
notice to Debtor or Debtor s consent, transfer any of Secured Party’s right under this Agreement, or any security
mterest n and to the Collateral, and, upon notice, Debtor shall render all performance hereunder to such
assignee Debtor agrees that any such assignee shall have the rights and benefits assigned, but none of the
obligations, and will not be subject to any claims, defenses or set-off that Debtor may have agamnst Secured
Party

3 WARRANTIES OF DEBTOR

Debtor warrants, covenants and represents to Secured Party that

a Ownership of Collateral Debtor is the owner of all of the Collateral, free and clear of
all iens and encumbrances, except liens in favor of Secured Party

[
b Encumbrances Until all obhigations of Debtor have been paid and performed under the
Purchase Note and this Agreement, or the Purchase Note 1s canceled and terminated, Debtor shall not create,
mcur, assume or suffer to exist any encumbrances on the Collateral, without the prior written consent of
Secured Party

c Defense and Indemmty Debtor will defend 1ts title and Secured Party s interest n the
Collateral against all claims which may affect title to or Secured Party s security interest in the Collateral, and
Debtor will take any action necessary to remove any liens or encumbrances 1n the Collateral not authorized by
this Agreement

d Sale of Collateral Until all obligations of Debtor have been paid and performed under
the Purchase Note and this Agreement, or the Purchase Note 1s canceled and terminated, Debtor shall not sell or
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otherwise dispose of any assets or properties comprising the Collateral without the prior written consent of
Secured Party

e Maintenance and Insurance Debtor shall mamntamn the Collateral in good reparr,
working order and condition, and Debtor shall maintain or cause to be mamntained, at no cost or expense to
Secured Party, for the mutual benefit of Debtor and Secured Party, comprehensive broad form general public
liability nsurance against claims and lhability for personal mjury, death or property damage arising from the
use, occupancy or condition of the Restaurant and the improvements at the Franchused Location All msurance
policies carried by Debtor shall provide that the policies cannot be canceled or materally changed except after
thirty (30) days prior notice by the insurer to Secured Party All policies shall name Secured Party as an
additional insured

4 EVENTS OF DEFAULT

If one (1) or more of the following events shall occur, Debtor shall be in default under the
Purchase Note and this Agreement

a Purchase Note and Loan Agreements If Debtor shall default mn the due and punctual
payment of any mnstallment due under the Purchase Note, whether at maturity, upon acceleration or otherwise,
or 1n the performance by Debtor of any remainng obligation under the Purchase Note, or fail to perform any
representation, warranty or covenant or obligations under any loan agreement with any third-party lender, or
1ts assignee, for money borrowed for the Restaurant, and such default shall continue for a pertod of ten (10)
days after written notice of such default 1s given by Secured Party to Debtor

b Security Agreement and Other Agreements If Debtor shall default in the performance
of Debtor's obligations under this Agreement or under the Franchise Agreement between Debtor and Franchisor
dated , , and/or under the Sublease between Debtor and Secured Party dated

, or under any other agreement or promussory note between Secured Party and
Debtor or Secured Party and Franchisor and such default shall continue for a period of ten (10) days after
written notice of such default 1s given to Debtor

c Sale of Collateral or Business If Debtor shall sell, exchange, transfer or make any other
disposition of all or substantially all of the assets (other than a transfer by Debtor to an affiliated entity) of the
Restaurant or the La Salsa® business located at the Franchised Location

d Adjudication If Debtor shall be adjudicated bankrupt or insolvent, or make an
assignment for the benefit of creditors, or Debtor shall apply for or consent to the appointment of a custodian,
receiver, trustee or sumilar officer for 1t or for all or any substantial part of its Collateral, or such custodian,
recerver, trustee or similar officer shall be appointed without the application or consent of Debtor, and such
appomtment shall continue undischarged for a peniod of sixty (60) days

e Institution of Proceedings If Debtor shall institute, by petihon, application, answer,
consent or otherwise, any bankruptcy, mnsolvency, reorganization, moratorium, arrangement, readjustment of
debt, dissolution, liquidation or similar proceeding relating to 1t under the laws of any jurisdiction, or any such
proceeding shall be mnstituted, by petition, apphication or otherwise, against Debtor and shall remain
undismssed for a period of sixty (60) days !

f Effect of Default Upon the occurrence of an event of default under Sections 4(c), 4(d)
or 4(e) above, automatically, and, upon the occurrence of an event of default under Sections 4(a) or 4(b), and
upon the election of Secured Party following the expiration of the ten (10) day period provided therein, the
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entire principal balance of the Purchase Note and any accrued interest, without further demand, shall
immediately become due and payable No delay or omussion on the part of Secured Party in exercising any right
under the Purchase Note shall operate as a waiver of such nght

g Possession of Collateral and Remedies Upon the occurrence of any event of default
set forth above or upon the occurrence of any other default m payment or performance of any Obligations for
which this secunty interest in granted, Secured Party shall have, in addition to all other rights and remedies, the
remedies of a secured party under the UCC as then 1n effect in the state in which the Franchised Location 1s
located, regardless of whether the UCC applies to the secunity transactions covered by this Agreement,
including, without imitation, the right to accelerate the maturity of the obligations, without notice or demand
and the immediate right to take possession and use of the Collateral and any proceeds thereof wherever located
Debtor shall assemble the Collateral and make the Collateral and all records relating thereto available to
Secured Party at a place to be designated by Secured Party that 1s reasonably converuent for both parties If
notice 1s required, Secured Party shall give to Debtor at least five (5) business days prior written notice of the
time and place of any public sale of the Collateral, or of the time after which any private sale or any other
mtended disposihion 1s to be made Debtor hereby acknowledges that five (5) business days prior wntten notice
of such sale or sales shall constitute reasonable notice During the time that Secured Party is in possession of the
Collateral, and to the extent permutted by law, Secured Party shall have the night to hold, use, operate, manage
and control all or any part of the Collateral, to make all such reparirs, replacements, alterations, additions and
mprovements to the Collateral as 1t may deem necessary and proper, and to demand, collect and retain all
earnings, proceeds from such use and all other costs, expenses, charges, damages or losses by reason of such
use

5 GENERAL PROVISIONS

a Governing Law and Venue This Agreement shall be governed by and construed in
accordance with the laws of the State of Califorria In the event of any conflict of law, the laws of Cahfornia
shall prevail, without regard to the applicatton of Califormia conflict of law rules If, however, any provision of
this Agreement would not be enforceable under the laws of California, and if the Restaurant 1s located outside
of Califormia and such provision would be enforceable under the laws of the state in which the Restaurant 1s
located, then such provision shall be interpreted and construed under the laws of that state Nothing in this
Section 5 1s itended by the parties to subject this Agreement to any franchise or simular law, rules, or regulation
of the state of Califorrua to which it would not otherwise be subject Venue for purposes of any actions brought
I connection with or ansmg out of this Agreement shall be conclusively presumed to be in the State of
Califorrua, County of Orange .

f

b Notices Except as otherwise expressly provided herein, all written notices and reports
permutted or required to be delivered by the parties pursuant hereto shall be deemed so delivered at the time
delivered by hand, one (1) business day after electronic transmussion (with confirmation copy sent by regular
United States mail), or three (3) busmess days after placement in the Uruted States mail by Registered or
Certified Mail, Return Receipt Requested, postage prepaid and addressed as follows

If to Secured Party’ LAS Acquisition, LLC
5900 Katella Avenue, Building A, Suite 101
Cypress, Calhiforrua 90630
Attention Managing Member
Facsimile No (562) 391-2402

L \pkaravamch\My Documents\ La Salsa\2016 Filed\D DOCX
2016 LA SALSA SECURITY AGREEMENT

15



With a copy (which shall not constitute notice) to

Barry Kurtz, Esq

Lewitt, Hackman, Shapiro, Marshall & Harlan
16633 Ventura Boulevard, 11t Fioor

Encino, Califorrua 91436

Facsimile No (818) 981-4764

If to Debtor

Attention
Facsimile No

Any party may change his or 1ts address by giving ten (10) days prior written notice of such change to all other
parties

c Waivers The delay, omussion or forbearance by Secured Party to take action to remedy
or seek damages for the breach or default of any term, covenant or condition heremn contained, or to exercise
any nght, power or duty ansing from such breach or default shall not be deemed to be a waiver of such term,
covenant or condition or any subsequent breach or default of the same or any other term, covenant or condition
herein contained The subsequent acceptance of payments by Secured Party shall not be deemed to be a waiver
of any preceding breach or default by Debtor other than its failure to pay the particular payment so accepted,
regardless of Secured Party’s knowledge of such preceding breach or default at the time of acceptance of such
payment

d Attorneys' Fees If any legal action 1s brought to enforce the terms of this Agreement,
the prevailing party shall be entitled to reasonable attorneys fees and costs and any and all costs of collection,
m addition to any other relief to which that party may be entitled

e Modification This Agreement may be modified only by a writing executed by the
party sought to be bound
f Entire Agreement This Agreement, the other agreements referred to herein and any

other agreement that may be executed by the parties concurrently with the execution of this Agreement, set
forth the entire agreement and understanding of the parties, and any agreement, representation or
understanding, express or implied, heretofore made by erther party or exchanged between the partes are
hereby waived and canceled

g Cumulative Remedies Any specific right or remedy set forth in this Agreement, legal,
equitable or otherwise, shall not be exclusive, but shall be cumulative with all other rights or remedies set forth
herein or allowed or allowable by law

|
h Titles The various titles of the Sections herein are used solely for converuence and
shall not be used in mterpreting or construing any word, clause, paragraph or subparagraph of this Agreement

1 Gender All words used 1n this Agreement mn the singular shall include the plural and
the masculine gender shall include the femmine and neuter and the neuter shall include the masculine and
feminine
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] Successors This Agreement shall be binding upon all of the parties hereto, their
respective heirs, executors, admurustrators, personal representatives, successors and assigns

k Severability The mvalidity of any one (1) or more of the provisions contained 1n this
Agreement, as determined by a court of competent jurisdiction, shall 1n no way affect the validity of any other
provision hereof

1 Additional Documents Debtor agrees to execute, acknowledge and deliver to Secured
Party and to procure the execution, acknowledgment and delivery to Secured Party of any additional
documents or instruments which Secured Party may reasonably require to fully effectuate and carry out the
provisions of this Agreement

m Counterparts and Electronic Copies This Agreement may be executed 1n any number
of counterparts, each of which shall be deemed to be an onginal and all of which together shall be deemed to be
one and the same mnstrument Copies of this Agreement with signatures that have been transmitted by email or
by facsimnile shall constitute and be deemed original copies of this Agreement for all purposes, provided that the
copies are fully executed, dated and 1dentical in form to the original hard copy version of this Agreement In
addition, this Agreement may be signed electronically by the parties and electronic signatures appearing on this
Agreement shall be deemed to be the same as handwritten signatures for the purposes of the valdity,
enforceabihity and admussibility of this Agreement

n Representation By Counsel Debtor acknowledges and agrees that Debtor has been
represented by independent legal counsel of Debtor’s own selection 1n connection with the negotiation and
review of the terms and conditions of this Agreement, or has had the opportunity to have legal counsel assist
Debtor, but Debtor has voluntarily elected not to do so

IN WITNESS WHEREOF, the parties have executed this Agreement as of the day and year first'above
written

SECURED PARTY

LAS ACQUISITION, LLC,
A Delaware limited hability company

By
Charles Rink, Its Chief Executive Officer

DEBTOR
[JA____ corporaton,
[ 1A limited hiability company,
[ 1A general partnership,
[ 1A Imuted partnership,
[ 1Anindividual
[ ] Other (specify)

By

Name

Title , and Individually
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LA SALSA FRANCHISE, LLC
ASSET PURCHASE AGREEMENT

ATTACHMENT G
SUBLEASE
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LA SALSA FRANCHISE, LLC

SUBLEASE
THIS SUBLEASE (this “Sublease”) 1s made and entered nto as of , , by and
between LAS Acqusition, LLC, a Delaware limited liability company ("Sublessor"), on the one hand, and
a

("Sublessee"), on the other hand, with reference to the following facts

A Sublessor leases from I a
(“Master  Landlord”), the premuses located at
(the “Franchised
Location ') pursuant to a Lease dated , , (the “Master Lease ), a copy of which 1s
attached to thus Sublease as Attachment A

B Sublessor wishes to sublease the Franchised Location to Sublessee, and Sublessee wishes to sublease
the Franchised Location from Sublessor 1n order for Sublessee to operate the La Salsa® Restaurant knqu as La
Salsa #____ (the "Restaurant’) at the Franchised Location, subject to the terms of a Francluse Agreement

between Sublessee and La Salsa Franchise, LLC a Delaware limited hability company ( Franchisor”), Idated
(the Franchise Agreement’) I

C Sublessee acknowledges that Sublessee has received, reviewed and approved the Master Lease
NOW, THEREFORE, IT IS AGREED

1 SUBLEASE TERM

Sublessor hereby subleases the Franchised Location to Sublessee, and Sublessee hereby
subleases the Franchised Location from Sublessor, subject to the terms of this Sublease and apphlicable
provisions of the Master Lease The term of this Sublease (the “Sublease Term ) shall commence on
(the ‘Sublease Commencement Date’), and shall expire on
, (the Expiration Date”), and shall be subject to the same extension options as
contained in the Master Lease followmng the Expiration Date, provided, however, that this Sublease shall
automatically terminate upon the exprration or termmnation of the Franchise Agreement Sublessor and
Sublessee acknowledge that the term of the Franchise Agreement may extend beyond the term available under
the Master Lease, and that Sublessor has neither right nor obligation to negotiate an extension of the term of the
Master Lease or the Sublease Term beyond the remaiming term under the Master Lease Sublessee acknowledges
that this Sublease may terminate due to the expiration of the remaining term under the Master Lease prior to the
exprration of the Franchise Agreement for the Franchised Location Sublessee acknowledges and agrees that in
order to avoid an automatic termination of the Franchise Agreement, Sublessee must negotiate a new direct
lease with the Master Landlord for the Franchised Location or otherwise obtain a right to retamn possession of
the Franchised Location in accordance with the Franchise Agreement If, and to the extent that, the Master Lease
provides Sublessor with any options to extend the term of the Master Lease, and 1if Sublessee desires to have the
Sublease Term extended by an equivalent term, Sublessee shall give Sublessor notice of Sublessee’s desire to
have the term of the Master Lease extended at least ninety (90) days in advance of the date that Sublessor 1s
required to give the Master Landlord notice of Sublessor’s desire to extend the term of the Master Lease
Sublessor shall thereafter give the Master Landlord notice of Sublessor’s desire to have the term of the Master
Lease extended on or before the date that Sublessor 1s required to give the Master Landlord notice of Sublessor’s
desire to extend the term of the Master Lease
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2 RENT

21 Beginning on the Sublease Commencement Date Sublessee shall pay to Sublessor a monthly
rental payment equal to (1) the munimum base rent and all percentage rent that Sublessor 1s obligated to pay
under the Master Lease (the ‘Rent”) plus (u) all other rent, fees charges, expenses and costs that Sublessor 1s
obligated to pay under the Master Lease including, without hmitation, Sublessor s proportionate share of real
property taxes, utlities, nsurance and operating expenses which Sublessor 1s obligated to pay in accordance
with the terms of the Master Lease (collectively the Master Lease Payments ‘) plus (1)
percent (__%) of the Rent (“Sublease Adminustration Fee ), as compensation to Sublessor for, among'other
things, the admimstrative and other expenses incurred by 1t 1n connection with this Sublease Sublessee shall
make payments of Rent, Master Lease Payments and the Sublease Admurustration Fee at the address set forth
below, due no later than the first day of each month dunng the Sublease Term, provided, however, that
Sublessee shall pay the first months Rent, Master Lease Payments and Sublease Admimstration Fee due
hereunder upon execution of this Sublease Sublessor reserves the nght to require Sublessee to make all
payments of Rent and Master Lease Payments directly to the Master Landlord durning the Sublease Term upon
ten (10) days prior notice to Sublessee and the Master Landlord Notwithstanding the foregoing, the parties
acknowledge and agree that all Rent, Security Deposits, Master Lease Payments and Sublease Admirustration
Fees due from Sublessee pursuant to this Sublease shall be collechvely deemed “Rents under thus Sublease for
purposes of any actions brought agamst Sublessee Rent for partial months shall be prorated on the basis of the
actual number of days in the month The Master Lease Payments total $ , as of the date of
this Sublease  Your rent payable under this Sublease will be subject to the same adjustments provided for in
the Master Lease and will increase over the Sublease Term in the same amounts that Fresh Enterpnises rent
increases under the Master Lease

22 Late Charges Sublessee acknowledges that late payment by Sublessee of Rent
and/or Master Lease Payments will cause Sublessor to mcur costs not contemplated by this Sublease, the exact
amount of which will be extremely difficult to ascertain Such costs include, without limitation, processing and
accounting charges, and late charges which may be imposed on Sublessor by the Master Landlord under the
terms of the Master Lease Accordingly, if any payment of Rent or Master Lease Payments due from Sublessee
shall not be recerved by the Master Landlord or Sublessor, as the case may be, on or before the fifth day of each
month during the Sublease Term, then without any requirement for notice (including, without hmitation,
billing) to Sublessee, Sublessee shall pay to Sublessor a late charge equal to ten percent (10%) of such overdue
amount Sublessor and Sublessee agree that such late charge represents a fair and reasonable estimate of the
costs Sublessor will incur by reason of late payment by Sublessee Acceptance of such late charge by Sublessor
shall 1n no event constitute a waiver of Sublessee's default with respect to such overdue amount, nor prevent
Sublessor from exercising any other rights and remedies granted hereunder In the event that a late charge 1s
payable hereunder, whether or not collected, for three (3) consecutive installments of Rent or Master Lease
Payments during the Sublease Term, the Rent and the Master Lease Payments shall automatically become due
and payable quarterly directly to Sublessor, in advance, rather than monthly notwithstanding any other
provision of this Sublease to the contrary

3 SECURITY DEPOSIT

31 Security for Obligations of Sublessee Sublessee shall pay Sublessor a secunty deposit
of § , upon the parties execution of this Sublease (the "Secunty Deposit") to secure
Sublessee's faithful performance of Sublessee's obligations under this Sublease If Sublessee defaults under this
Sublease, Sublessor may use, apply or retain all or part of the Security Deposit for the payment of Rent and/or
other Master Lease Payments, or any other amount Sublessor may spend, or loss Sublessor may suffer, by
reason of Sublessee's default If Sublessor so uses or applies any portion of the Security Deposit, Sublessee shall
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deposit sufficient funds with Sublessor to restore the Security Deposit to its original amount within ten (10) days
after Sublessor's written demand and Sublessee's failure to do so shall be a material breach of this Sublease
Sublessor shall not be entitled to interest on the Secunty Deposit If Sublessee fully and faithfully performs
every obligation of Sublessee under this Sublease, Sublessor shall return any remamming balance of the Security
Deposit to Sublessee at the expiration of the Sublease Term and after Sublessee has vacated the Franchised
Location Sublessor shall not be required to keep said deposit separate from 1ts general accounts No trust
relationship 1s created heremn between Sublessor and Sublessee with respect to the Security Deposit

32 Other Subleases If, and to the extent that Sublessee 1s m breach of this Sublease or any
other sublease, if any, between Sublessor and Sublessee, and the Security Deposit made by Sublessee with
respect to this Sublease and such other sublease, are not sufficient (a) to pay the Rent or other charges due as a
result of Sublessee’s default, (b) to pay any other sum to which Sublessor may become obligated by reason of
Sublessee's default or (c) to compensate Sublessor for any loss or damage which Sublessor may thereby suffer,
then Sublessor may apply and use such portion of all of the security deposits paid by Sublessee pursuant to this
Sublease and all other subleases to satisfy Sublessor's payment obligations and/or compensatory rights

4 PREMISES

41 Condition Sublessee accepts the Franchised Location and the existing tenant
mmprovements in the Franchuised Location in therr "AS IS" condition and acknowledges and Sublessee agrees
that Sublessor shall not be obligated to make any repairs or mamtenance to the Franchised Location or the
tenant improvements prior to the Sublease Commencement Date Sublessee's assumption of possession of the
Franchused Location on the Sublease Commencement Date shall conclusively establish, for all purposes, that
Sublessee has conducted such mvestigation(s) of the condition of the Franchised Location and the existing
tenant improvements at the Franchised Location as Sublessee desired, to the satisfaction of Sublessee, prior to
the Sublease Commencement Date, and that the Franchised Location and the existing tenant improvements
were, 1n all respects, 1n a satisfactory condition and acceptable to Sublessee on the Sublease Commencement
Date Sublessee acknowledges and agrees that Sublessor has made no representations or warranties whatsoever
regarding (a) the square footage of the Franchised Location, (b) the condition of the Franchised Location, (c) the
condition of any existing tenant improvements or (d) compliance with zoning or restrictive covenants unless
otherwise expressly provided for m this Sublease Sublessee shall, at its own cost and expense, keep and
maintamn the exterior and interior of the Franchised Location, including sidewalks adjacent thereto, mn good and
sarutary order, condition and reparr Sublessee hereby waives the provisions of Calhforma Civil Code Sections
1941 and 1942, or any comparable law, with respect to Sublessee's right to make repairs and deduct the
expenses of such repair from rent

42 Use Sublessee shall not use the Franchised Location for any purpose other than
operating the Restaurant as a La Salsa® Franchisee of Franchisor Sublessee acknowledges that neither Master
Landlord nor Sublessor, nor any agent acting on their behalf, has made any representation or warranty with
respect to the suitability of the Franchised Location for the conduct of Sublessee s business

43 Tenant Improvements Sublessee 1s solely responsible for the construction, repair and
maintenance of any leasehold improvements desired by Sublessee, as well as the demolition of any existing
leasehold improvements if necessary, following prior notice to and approval by Sublessor and Master Landlord
as provided mn the Master Lease |

44 Signs Sublessee shall erect only such signs on the Franchised Location as are allowed
by the Franchise Agreement and the Master Lease
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5 INSURANCE

51 Incorporated by Reference The insurance provisions of the Master Lease are expressly
incorporated mto this Sublease by reference Sublessee shall be solely responsible for obtaining and maintaining
all insurance required by the Master Lease and the Franchuse Agreement, at Sublessee’s own cost and expense,
throughout the Sublease Term Insurance required of Sublessee under this Sublease shall, in Sublessor’,s sole
discretion, equal or exceed the insurance required of Sublessor as Tenant under the Master Lease

52 Required Coverage Sublessee shall be solely responsible for obtamung and
maintaining public hability insurance from a responsible msurance company licensed to do business in the state
in which the Franchised Location 1s located duning the entire term of thus Sublease in amounts not less than
those required by the Franchise Agreement and the Master Lease At least ten (10) days prior to the time any
nsurance 1s first required to be carried by Sublessee, and thereafter at least thurty (30) days prior to the
expiration of any policy, Sublessee shall deliver to Sublessor, Franchisor and the Master Landlord Certificates of
Insurance evidencing the proper types and mirumum amounts of required coverage msurance on the
additional-insured Grantor of Franchise Form CG-2029 or an mnsurer s comparable form All Certificates shall
expressly provide that no less than thirty (30) days' prior written notice shall be given to Sublessor, Franchisor
and the Master Landlord in the event of material alteration to or cancellation or non-renewal of the coverages
evidenced by such Certificates Certificates evidencing the msurance required by this Section 5 shall name
Sublessor, Franchisor and the Master Landlord, and each of their affiliates, partners, shareholders, directors,
agents, members and employees as additronal insureds and as additional loss payees, and shall expressly
provide that any interest of each shall not be affected by any breach by Sublessee of any policy provisions for
which such Certificates evidence coverage

53 Waiver of Subrogation Sublessor and Sublessee each waive therr right to sue and
recover damages against each other with respect to any liability arising under the Master Lease or this Sublease
and whach 1s required to be covered by any msurance policy in the Master Lease or this Sublease Each party
agrees to endeavor to cause 1ts msurer to waive 1ts rights against the other party in the event of an insured
casualty which 1s not caused by the willful misconduct of the other party

54 Sublessee's Insurance Obligation Not Affected By Sublessor's Insurance
Sublessee's obligation to obtain and maintamn msurance shall not be imited in any way by reason of any
insurance which may be mamntained by Sublessor, nor shall Sublessee's performance of that obligation relieve
Sublessee of liability under the indemnity provisions set forth in thus Sublease

55 Additional Required Endorsement: All public hability and property damage policies
shall contain a provision that Sublessor, Operating Company, the Master Landlord and their affiliates, although
named as an additional msureds, shall nevertheless be entitled to recover under such policies on any loss
occasioned to Sublessor, Operating Company, the Master Landlord or their affiliates, partners, shareholders,
directors, agents, or employees by reason of the negligence of Sublessee or 1ts partners, shareholders, directors,
agents, or employees

56 Right to Secure Insurance on Behalf of Franchisee Should Sublessee, for any reason,

fail to procure or maintain the msurance required by this Agreement, as such requirements may be revised from
time to time by Sublessor in the Manual or otherwise m writing, Sublessor and/or Operating Company shall
have:the nght and authority (but not the obligation) to immediately procure such msurance and to charge same
to Sublessee, which charges, together with the expenses of Sublessor and/or Operating Company 1n so'acting,
shall be payable by Sublessee immediately upon notice The foregoing remedies shall be i addition to any other
remedies Sublessor and Operating Company may have
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57 Sublessee’s Property Sublessee shall be solely responsible for msuring Sublessee’s
own property at the Franchised Location Sublessor shall not be responsible for loss or damage to the personal
property of Sublessee, its sublessees, employees, customers or mnvitees, in the absence of the receipt of an
msurance payment by Sublessor attributable to such loss (in which event said payment shall be delivered
forthwith to Sublessee), or unless such loss or damage was occasioned by the willful misconduct of Sublessor,
1ts agents servants or employees but subject in any event to Section 5 3 of thus Sublease

6 DAMAGE TO PREMISES AND CONDEMNATION

If any part of the Franchised Location 1s condemned or damaged by fire or other casualty
during the term of this Sublease, this Sublease shall remain in full force and effect unless and until the Master
Lease 1s canceled If the Master Lease 1s canceled for such cause, Sublessee s obligations under this Sublease
shall abate as of the date of such cancellation Otherwise, Sublessee’s obligations shall abate only to the actual
extent and for the duration that Sublessor's obligations are reduced under the Master Lease If the Master'Lease
gives Sublessor any right to terminate the Master Lease 1n the event of the partial or total damage destruction
or condemnation of the Franchised Locations or the building or project of which the Franchised Location 1s a
part, the exercise of such right by Sublessor shall not constitute a default or breach hereunder

7 OBLIGATIONS UNDER MASTER LEASE

71 Assumption by Sublessee Sublessee expressly assumes all of the respon51b111h<'as and
obligations imposed upon Sublessor as the tenant under the terms of the Master Lease All applicable terms and
conditions of the Master Lease are incorporated mnto and made a part of this Sublease as 1f Sublessor were the
master landlord thereunder, Sublessee the tenant thereunder, and the “Premises , the Franchused Location,
except as otherwise specifically provided herein Any obhigation of Sublessor which 1s contained mn this Sublease
by the mncorporation by reference of the provisions of the Master Lease may be observed or performed by
Sublessor using reasonable efforts to cause the Master Landlord to observe and/or perform the same, provided,
however, that Sublessee shall pay any cost or expense, including, without limitation, attorneys’ fees incurred by
Sublessor in causing the Master Landlord to observe and/or perform the same Sublessor shall have a
reasonable time to enforce its rights to cause such observance or performance by the Master Landlord Sublessor
shall not be required to furnish, supply or install anything required under any article of the Master Lease
Sublessee Assumes and agrees to perform the tenant's obligations under the Master Lease during the Sublease
Term to the extent that such obligations are applicable to the Franchised Location, except that the obligation to
pay rent to the Master Landlord under the Master Lease shall be considered performed by Sublessee to the
extent and in the amount rent 1s paid to Sublessor by Sublessee in accordance with Section 2 of this Sublease
Sublessee shall not commut or suffer any act or omission that will violate any of the provisions of the Master
Lease In the event any inconsistency arises regarding the obligations of Sublessee under the Master Lease and
the obligations of Sublessee under this Sublease, the more stringent obligations shall be binding upon Sublessee

72 Obligations of Sublessor Any obligation of Sublessor which 1s contamed in this
Sublease by the incorporation by reference of the provisions of the Master Lease may be observed or performed
by Sublessor using reasonable efforts to cause the Master Landlord to observe and/or perform the same,
provided, however, that Sublessee shall pay any cost or expense (including, without limitation, attorneys fees)
mcurred by Sublessor in causing the Master Landlord to observe and/or perform the same Sublessor shall have
a reasonable time to enforce its nghts to cause such observance or performance by the Master Landlord
Sublessor shall not be required to furrush, supply or mnstall anything required under any article of the Master
Lease

73 Master Landlord's Obligations Sublessor shall not be hable to Sublessee for the
defaults of Master Landlord under the Master Lease
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8 INDEMNITY

81 Generally Sublessee shall mdemrufy, hold harmless, and defend Sublessor from all
clamms, costs, damages, liabilities and losses tncurred by Sublessor, including reasonable attorneys fees and
costs of suit, as a result of Sublessee s default under this Sublease or the Master Lease, or as the result of any act
or failure to act by Sublessee 1ts agents employees, customers, invitees, licensees, successors, heirs or assigns,
or any and all persons coming upon or near the Franchised Location with regard to the Franchised Location

82 Hazardous Materials Sublessee agrees to ndemnufy and hold Sublessor harmless from
any and all costs of any remedial action or cleanup of Hazardous Materials suffered or incurred by Sublessor
arising out of or relating to Sublessee s use of the Franchised Location Hazardous Materials means any
hazardous, toxic, infectious or radioactive substances, wastes or materials listed or defined by any federal or
state environmental law

9 DEFAULT

91 Notice, Cure Sublessee shall cure any failure to perform Sublessee s obligations under
thus Sublease or the Master Lease (a) within three (3) days after receiving notice of any monetary default or (b)
within ten (10) days after receiving notice of any non-monetary default, except that if Sublessee cannot
reasonably cure the non-monetary default within ten (10) days, Sublessee shall have up to thirty (30) days to
complete the cure, so long as Sublessee proceeds with due dihigence If Sublessee fails to cure defaults during
the grace periods specified above, Sublessor shall have the right to declare a default under this Sublease

92 Remedies Sublessor shall have the following rights and remedies upon a default by
Sublessee under this Sublease
921 Sublessor may terminate this Sublease and upon such termnation,
Sublessor may recover from Sublessee

a The worth at the time of the award of the unpaid Rent
which has been earned at the time of termunation,

b The worth at the time of award of the amount by which the
unpaid Rent which would have been earned after termination until the ime of award exceeds the amount of
such rental loss that Sublessee proves could have been reasonably avoided,

c The worth at the tume of the award of the amount by which
the unpaid Rent for the balance of the term after the time of award exceeds the amount of such rental loss for
said pertod that Sublessee proves could have been reasonably avoided, and |

d Any other amount necessary to compensate Sublessor for
all the detrmment proxmmately caused by Sublessee’s failure to perform its obligation under this Sublease or
which in the ordmnary course of things would be likely to result therefrom

The worth at the time of the award’ of the amounts referred to 1n Sections 9 2 1(a) and (b) above 1s computed
by allowing mnterest at the legal rate The worth at the time of the award of the amount referred to in subsection
(c) 1s computed by discounting such amount at the discount rate of the Federal Reserve Bank of San Francisco at
the time of the award plus one percent (1%)

922 Sublessor may relet the Franchised Location prior to the time of
any award for breach of this Sublease by Sublessee In such case, if Sublessor proves that in reletting the
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Franchised Location Sublessor acted reasonably and in good faith to mitigate damages, Sublessor shall be
entitled to an award for Sublessee s termunation of this Sublease Such award shall consist of the worth at the
time of the award of the amount by which the unpaid rent for the balance of the Sublease Term after the time of
award exceeds the amount of such rental loss that Sublessee proves could be reasonably avoided

923 Efforts by Sublessor to mitigate the damages caused by Sublessee s
breach of this Sublease do not waive Sublessor's night to recover damages

924 Nothing herein affects the right of Sublessor under this Sublease to
indemmnufication for liabiity arising prior to the termination of this Sublease for personal injuries or property
damage

93 Sublease Remains in Effect Even when Sublessee has breached this Sublease and
abandoned the Franchised Location, this Sublease shall remamn 1n effect for so long as Sublessor does not
terminate Sublessee s nght to possession, and Sublessor may enforce all its nghts and remedies under this
Sublease, including the rnight to recover Rent and Master Lease Payments as they become due under this
Sublease The following do not constitute a termination of Sublessee s right to possession

931 Acts of mamtenance or preservation, or efforts to relet the
Franchised Location, or

932 The appomtment of a recerver on 1mtation by Sublessor to protect
1ts interest under this Sublease

94 Cure by Sublessor Sublessor shall have the night, but not the obligation, to cure any
default by Sublessee Sublessee shall repay any costs incurred by Sublessor in doing so upon Sublessor's written
demand All amounts owed hereunder shall be considered rent and shall bear interest at the rate of twelve
percent (12%) per annum or the maximum rate permutted by law, whichever 1s less, from five (5) days after such
demand to the date of payment

95 Cross-Default If Sublessee (or any Guarantor, officer or director of or a shareholder in
Sublessee, if Sublessee 1s a corporation, or a general or limited partner of Sublessee, if Sublessee 15 a partnershuip,
or a member, if Sublessee 1s a hmited hability company) or any other Sublessee of Sublessor or any other
Franchisee of Franchusor which controls, 1s controlled by or 1s under common control with Sublessee, fails to
comply with any or all of the terms of this Sublease or the Master Lease or with any other Agreement between
Franchisor, Sublessor, or their affihates, including, without limitation, the Franchise Agreement, such faiture to
comply shall be deemed to be a default under this Sublease and each and every other such agreement In the
event of the termunation of this Sublease for any cause, or the termunation of any other Agreement between
Franchisor, or 1ts affiliates, and Sublessee, or between Sublessor, or 1ts affihates, and Sublessee, Franchisor and
Sublessor, as the case may be, may, at their option, terminate any or all of such other Agreements

96 Remedies Cumulative The remedies specified in this Sublease are cumulative and
addition to any other remedies which may be available at law or in equity

10 ASSIGNMENTS
I
Sublessee shall not assign or sublet the Franchised Location, in full or mn part without
Sublessor's prior written consent in each mnstance, which Sublessor may withhold 1n its sole discretion If
Sublessor consents to any assignment or sublease, Sublessor shall be entitled to the amount that any assignee's
or subtenant's rent exceeds Rent plus Sublessor's costs of subletting (including attorneys’ fees and real estate
commussions) and the cost of unamortized tenant improvements paid for by Sublessee It 1s expressly
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acknowledged that any assignment or sublease of this Sublease by Sublessee may be subject to the prior consent
of Master Landlord and no assignment or sublease, even if consented to by Sublessor, shall be effective unless
and until Master Landlord's consent 1s also obtained, if needed Any assignment without the requisite consents
shall be void and shall, at the option of Sublessor, terminate this Sublease

11 NOTICES

Except as otherwise expressly provided heremn, all written notices and reports permutted or
required to be delivered by the parties pursuant hereto shall be deemed so delivered at the time delivered by
hand, one (1) business day after electronic transmission (with confirmation copy sent by regular United States
mail), or three (3) business days after placement in the United States mail by Registered or Certified Mail,
Return Receipt Requested, postage prepaid and addressed as follows

If to Sublessor LAS Acquisition, LLC
320 Commerce, Suite 100
Irvine, Califorrua 92602
Attention Chief Executive Officer
Facsimile No (949) 270-8901

With a copy (which shall not constitute notice) to

Barry Kurtz, Esq

Lewitt Hackman

16633 Ventura Boulevard, 11t Floor
Encino, Califormia 91436

Facsimile No  (818) 981-4764

If to Sublessee

Attention
Facsimile No

Sublessee shall promptly provide Sublessor with a copy of all notices received from Master Landlord regarding
the Franchised Location, the Master Lease or this Sublease Either party may change its address for the purpose
of receving notices, demands and other communications as herein provided by a written notice given 1n the
manner aforesaid to the other party

12 ENTIRE AGREEMENT, SEVERABILITY AND CONSTRUCTION |

121  Entire Agreement This Sublease, any Attachments hereto, and any ancillary
agreements between Sublessee and Sublessor, or any affihate, which are executed contemporaneously with this
Sublease, constitute the entire and complete Sublease between Sublessor (and if applicable, any affiliate) and
Sublessee concerning the subject matter thereof, and supersede all prior agreements Sublessee acknowledges
that Sublessee 1s entering mnto this Sublease, any attachments and ancillary agreements executed
contemporaneously herewith, as a result of its own independent imnvestigation of the business franchised hereby
and not as a result of any representation made by Franchisor, Sublessor or persons associated with Franchisor or
Sublessor, or other Franchisees, which are contrary to the terms heren set forth or which are contrary to the
terms of the La Salsa Franchise, LLC, Uniform Franchise Disclosure Document (the Disclosure Document ), or
other simular document required or permutted to be given to Sublessee pursuant to applicable law No
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amendment, change or variation of the terms of this Sublease shall be binding on either party unless mutually
agreed to by the parties and executed by their authorized officers or agents in writing

122 Severabihty and Construction Except as expressly provided to the contrary herem,
each section, paragraph, part, term and provision of this Sublease shall be considered severable, and if, for any
reason, any section, paragraph part term, provision and/or covenant herein 1s determined to be invalid and
contrary to, or in conflict with, any existing or future law or regulation by a court or agency having valid
jurisdiction, such shall not impair the operation of, or have any other effect upon, such other portions, sections,
paragraphs, parts, terms, provisions and/or covenants of this Sublease as may remain otherwise intelligible,
and the latter shall continue to be given full force and effect and bind the parties hereto, and the mvalid
portons, sections, paragraphs, parts, terms, provisions and/or covenants shall be deemed not to be a part of
this Sublease Neither this Sublease or any uncertainty or ambiguity m this Sublease shall be construed or
resolved against the drafter of thus Sublease, whether under any rule of construction or otherwise On the
contrary, this Sublease has been reviewed by all parties and shall be construed and interpreted according to the
ordinary meaning of the words used to fairly accomplish the purposes and intentions of all parties to this
Sublease Sublessor and Sublessee mtend that if any provision of this Sublease 1is susceptible to (2) two or more
constructions, one (1) of which would render the provision enforceable and the other or others of which would
render the provision unenforceable, the provision shall be given the meaning that renders 1t enforceable

123  Survival of Obligations After Expiration or Termination of Agreement Any
provision or covenant of this Sublease which expressly or by its nature imposes obhgations beyond the
exprration or termination of this Sublease shall survive such expiration or termination

124  Survival of Modified Provisions Sublessee expressly agrees to be bound by any
promuse or covenant imposing the maximum duty permitted by law which 1s subsumed within the terms of any
provision of this Sublease, as though 1t were separately articulated in and made a part of this Sublease, that may
result from striking from any of the provisions of this Sublease any portion or portions which a court or agency
having valid jurisdiction may hold to be unreasonable and unenforceable in an unappealed final decision to
which Sublessor 1s a party, or from reducing the scope of any promise or covenant to the extent requlred to
comply with such a court or agency order

125  Captions All captions in this Sublease are intended for the convenience of the partes,
and none shall be deemed to affect the meaning or construction of any provision of this Sublease

126  Responsibility The term "Sublessee" as used in this Sublease shall refer to each person
executing this Sublease as Sublessee, whether such person 1s one (1) of the spouses, partners shareholders,
members, trustees, trustors or beneficiaries or persons named as included in Sublessee, and shall apply to each
such person as if he were the only named Sublessee 1n this Sublease

1261 If Sublessee 1s a married couple, both husband and wife executing this
Sublease shall be liable for all obligations and duties of Sublessee under this Sublease as 1if such spouse were the
sole Sublessee under this Sublease

1262 If Sublessee 15 a partnership or if more than one (1) person executes this
Sublease as Sublessee, each partner or person executing thus Sublease shall be liable for all the obligations and
duties of Sublessee under this Sublease

1263 If Sublessee 1s a trust, each trustee, trustor and beneficiary signing this
Sublease shall be liable for all of the obligations and duties of Sublessee under this Sublease
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1264 If Sublessee 1s a corporation or lmted lability company, all
shareholders or members executing this Sublease shall be lable for all obligations and duties of Sublessee under
this Sublease as if each such shareholder or members were the sole Sublessee under this Sublease In addition,
each present and future shareholder or member of Sublessee shall jomntly and severally guarantee Sublessee's
performance of each and every provision of this Agreement by executing a Guarantee 1n the form attached to
this Sublease as Attachment B, provided, however that no Guarantee shall be required from a shareholder who
acquires Sublessee's securities after Sublessee becomes registered under the Secunities Exchange Act of 1934

1265 If Sublessee 1s mn breach or default under this Sublease, Sublessor may
proceed directly agaimnst each such spouse, partner signatory to thus Sublease, shareholder, member, trustee,
trustor or beneficiary without first proceeding against Sublessee and without proceeding against or namung in
such suit any other Sublessee, partner, signatory to this Sublease, shareholder, member, trustee, trustor or
beneficiary The obligations of Sublessee and each such spouse, partner, person executing this Sublease,
shareholder, member, trustee, trustor and beneficiary shall be joint and several .

1266 Notice to or demand upon one (1) spouse, pariner, person sigrung this
Sublease, shareholder, member, trustee, trustor or beneficiary shall be deemed notice to or demand upon
Sublessee and all such spouses, partners, persons signing this Sublease, shareholders, members, trustees,
trustors and beneficiaries, and no notice or demand need be made to or upon all such Sublessee s, spouses,
pariners, persons executing this Sublease, shareholders, members, trustees, trustors or beneficiaries

13 APPLICABLE LAW

131 Choice of Law This Sublease shall be interpreted and construed under the laws of the
state m which the Franchised Location 1s located

132 Nonexclusivity of Remedy No right or remedy conferred upon or reserved to
Sublessor or Sublessee by this Sublease 1s intended to be, nor shall be deemed, exclusive of any other right or
remedy heretn or by law or equity provided or permitted, but each shall be cumulative of every other night or
remedy

133  Limitation of Adjudicative Proceedings Sublessor and Sublessee hereby waive to the
fullest extent permutted by law any right to or clamm of any punitive or exemplary damages against the other
and agree that in the event of a dispute between them each shall be limited to the recovery of any' actual
damages sustained by 1t

134  Rught to Injunctive Relief Nothing herein contained shall bar Sublessor's nght to seek
mjunctive relief to obtain the entry of temporary and permanent injunctions and orders of specific performance
enforcing the provisions of this Sublease relating to Sublessee's (a) use of Franchisor's Proprietary Marll<s’ , (b)
obligations upon termination or expiration of this Sublease, (c) assignment or proposed assignment of this
Sublease, or any ownership interest in Sublessee or (d) actions covered by the provisions of Section 15 of the
Franchise Agreement Sublessor also shall be able to seek injunctive relief to prohibit any act or omussion by
Sublessee or its employees that constitutes a violation of any applicable law, 1s dishonest or misleading to
Sublessee's customers or to the public, or which may impair the goodwill associated with Franchisor’s
‘ Proprietary Marks , and Sublessee agrees to pay all costs and reasonable attorneys' fees incurred by Sublessor
in obtairung such relief

135  Incorporation of Recitals The Recitals set forth in Paragraphs A through C of this
Sublease are true and correct and are heremn incorporated by reference into the body of this Sublease
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14 SECURITY INTEREST

In order to secure payment of all Rent and all other fees, charges, expenses and costs that
Sublessee 1s obligated to pay Sublessor under this Sublease, including, without limutation, real property taxes,
utilities, insurance and operating expenses, and all other sums that may become due to Sublessor, or its
affilates, from Sublessee and to secure performance by Sublessee of all obligations of any kind, whenever and
however incurred, in favor of Sublessor, or 1ts affiliates, Sublessee hereby grants Sublessor a secunty nterest in
and to all leasehold improvements, fixtures, furmnishings, equipment, inventory and supplies located at or used
i connection with the Restaurant now or hereafter acquired by Sublessee, together with all accounts, payment
mtangibles, attachments, accessories, additions, substitutions and replacements, all cash and non-cash proceeds
derived from wnsurance or the disposition of such assets, all nghts of Sublessee to use Franchisor’s Proprietary
Marks, patents, copyrights and their registrations, trade secret information and other proprietary nights, and all
rights granted, owned or licensed to Sublessee under the Franchise Agreement for the use of Franchisor s
Proprietary Marks, trade names, trade styles, patents, copyrights, trade secret information and other proprietary
rights Sublessee hereby authorizes Sublessor to prepare and file all Unuform Commercial Code ( UCC )
financing statements and other documents necessary or desirable to evidence, perfect and continue the priority
of this security interest under the UCC If Sublessee 1s in default of any of the terms and conditions of this
Sublease or any other agreements between Sublessor, and 1ts affiliates, and Sublessee, Sublessor may, In its
discretion, exercise its rights with respect to its security interest In such event, Sublessee shall be and remain
hable for any deficiency remarnung due to Sublessor and shall be entitled to recover any surplus which results
after application of the proceeds derived from the enforcement of Sublessor’s secunty interest

15 ACKNOWLEDGMENTS

151  Recognition of Business Risks Sublessee acknowledges that Sublessee has conducted
an independent mvestigation of the proposed Franchise, and recognizes that the busmess venture contemplated
by the Franchise Agreement and this Sublease involves busmess risks and that Sublessee s success will be
largely dependent upon the ability of Sublessee as an independent busmess person Sublessor expressly
disclaims the making of, and Sublessee acknowledges that 1t has not received, any warranty or guarantee,
express or implied, as to the potential sales, income, profits or success of the Restaurants

152  Receipt of Disclosure Document Sublessee acknowledges that 1t has received a copy
of the complete Disclosure Document for La Salsa® Restaurants which contains a copy of this Sublease, at least
fourteen (14) calendar days prior to the date on which this Sublease was executed Sublessee further
acknowledges that Sublessee has recerved a copy of the complete Sublease, the Attachments thereto and
agreements relating thereto, if any prior to the date on which this Sublease was executed Sublessee
acknowledges and agrees that Sublessor has made no promuises, representations, warranties or assurances to
Sublessee which are inconsistent with the terms of this Sublease or the Disclosure Document, concerning the
profitability or hikelithood of success of the Restaurant at the Franchised Location that Sublessee has been
informed by Franchisor that there can be no guarantee of success in the franchised business and that Sublessee’s
business ability and aptitude 1s primary in determirung his success

153  Review of Disclosure Document Sublessee acknowledges that Sublessee has read and
understood this Sublease, the Attachments hereto and Agreements relating thereto, if any, and that Sublessor
has accorded Sublessee ample time and opporturuty to consult with advisors and counsel of Sublessee's own
selection about the potential benefits and risks of entering into this Sublease

154  Attorneys’ Fees If Sublessor becomes a party to any legal proceedings concerning this
Sublease, the Master Lease, the Restaurant or the Franchised Location by reason of any act or omission of
Sublessee, or the authorized representatives of Sublessee, Sublessee shall be hable to Sublessor for the
reasonable attorneys' fees and court costs incurred by Sublessor in the legal proceedings If eitheri party
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commences a legal action agamst the other party arising out of or in connection with this Sublease, the
prevailing party shall be entitled to have and recover from the other party 1ts reasonable attorneys' fees and
costs of suit

155  Atypical Arrangements Sublessee acknowledges and agrees that Sublessor has made
no warranty or representation that all subleases previously 1ssued or 1ssued after this Sublease by Sublessor do
or will contain terms substantially similar to those contained 1n this Sublease Sublessor may, n 1ts reasonable
business judgment and 1ts sole and absolute discretion, due to local business conditions or otherwise waive or
modify comparable provisions of other subleases previously executed or executed after the date of this Sublease
with other sublessees of Sublessor in a non-unzform manner

156  Additional Documents Each of the parties agrees to execute, acknowledge and deliver
to the other party and to procure the execution, acknowledgment and dehvery to the other party of any
additional documents or instruments which erther party may reasonably require to fully effectuate and carry
out the provisions of this Sublease

157  Counterparts and Electronic Copies This Sublease may be executed in any number of
counterparts, each of which shall be deemed to be an original and all of which together shall be deemed to be
one and the same mstrument Copies of this Sublease with signatures that have been transmitted by email or by
facsimile shall constitute and be deemed original copies of this Sublease for all purposes, provided that the
copies are fully executed, dated and 1dentical i form to the original hard copy version of this Sublease In
addition, this Sublease may be signed electronically by the parties and electronic signatures appearmg on this
Sublease shall be deemed to be the same as handwntten signatures for the purposes of the valdity,
enforceability and adnussibility of this Sublease

IN WITNESS WHEREOF, the parties have executed this Sublease on the date first shown above

SUBLESSOR

LAS ACQUISITION, LLC,
A Delaware limited liability company

By
Charles Rink, Its Chief Executive Officer

SUBLESSEE
[ 1A corporation, {
[ 1A Iimited hability company,
[ JA general partnership,
[ 1A Iimuted partnershup,
[ ] Anindividual
[ ]Other (specify)

By

Name

Title , and Individually
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LA SALSA FRANCHISE, LLC
SUBLEASE

ATTACHMENT A
MASTER LEASE
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LA SALSA FRANCHISE, LLC
SUBLEASE

ATTACHMENT B
GUARANTEES
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LA SALSA FRANCHISE, LLC
ASSET PURCHASE AGREEMENT

ATTACHMENT H
| GUARANTEES
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LA SALSA FRANCHISE, LLC
ASSET PURCHASE AGREEMENT

ATTACHMENT
ASSUMPTION AGREEMENT
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LA SALSA FRANCHISE, LLC

ASSUMPTION AGREEMENT

THIS ASSUMPTION AGREEMENT (thuis Agreement ) 1s made this __ day of
by and between LAS Acqusition, LLC, a Delaware limited hability company ( Seller' ), on the one
hand, and a
(‘Buyer’ ), on the other hand, with reference to the followmg facts

A On , , Seller and Buyer entered mto an Asset Purchase Agreement (the

Purchase Agreement”) pursuant to which Seller sold to Buyer all of Seller s right, title and 1nterest in and to the

Assets of the La Salsa® Restaurant described on Attachment A attached to the Purchase Agreement (the
‘Restaurant’)

B Section 2(a)(1v) of the Purchase Agreement provides that Buyer shall purchase all Licenses
maintained by Seller and used by Seller in the operation of the Restaurant, to the extent that they are transferable,
and Section 4(b) of the Purchase Agreement provides that Buyer shall assume (1) each and all of the ‘Assumed
Liabilities’ (as defined in Section 4(b) of the Purchase Agreement) of the Restaurant and (u) each and all of the
obligations of Seller under the Service Agreements” (as defined m Section 2(a)(n) of the Purchase Agreement)
and under the Other Contracts (as defmned in Section 7(m) of the Purchase Agreement) for the Restaurant on
the Closing Date” (as defined in Section 6(b) of the Purchase Agreement)

C The parties desire to enter mto thus Agreement to provide for Buyer s purchase of the Licenses
and for Buyer s assumption of all of the obligations described in Section 4(b) of the Purchase Agreement and
Paragraph B of this Agreement on the terms and conditions set forth 1n this Agreement

NOW, THEREFORE, IT IS AGREED
1 INCORPORATION OF RECITALS

The Recitals set forth in Paragraphs A through C of this Agreement are true and correct and are
herein mcorporated into the body of this Agreement as part of this Agreement

2 LICENSES
Seller hereby assigns, transfers and conveys to Buyer all of Seller’s right, title and interest 1n and
to the Licenses, to the extent they are transferable Buyer hereby assumes all obligations under the Licenses from

and after the date of thus Agreement

3 ASSUMED LIABILITIES

For purposes of this Agreement the term Assumed Liabilities” shall mean and refer to each
and all of the following (1) the contracts, leases, agreements and habilities listed on Schedule 3(a) attached to this
Agreement and incorporated into this Agreement by reference, plus (1) the obligations of Seller under the Service
Agreements listed on Schedule 3(b) attached to this Agreement and incorporated into this Agreement by
reference, plus (u1) the Other Contracts Listed on Schedule 3(c) attached to this Agreement and mcorporated mto
this Agreement by reference |
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4 ASSIGNMENT AND ASSUMPTION OF ASSUMED LIABILITIES

Seller hereby assigns, transfers and conveys to Buyer all of Seller’s night, title and interest mn and
to the Service Agreements and the Other Contracts Buyer hereby assumes and promises to pay and perform all
of the Assumed Liabilities, including, without limitation, the Service Agreements and the Other Contracts, from
and after the date of this Agreement

5 INDEMNIFICATION

Buyer shall indemnufy, defend and hold Seller free and harmless from and agamst any and all
‘Losses” (as defined below), which Seller shall incur or suffer which arise or result from the operation or conduct
of the business of the Restaurant by Buyer following the Prehminary Closing Date, from any default of Buyer
anising under the Licenses and from any default of Buyer with respect to the Assumed Liabilities Losses” shall
mean any and all obligations, habilities, costs (including reasonable attorneys’ fees), expenses, damages and
losses actually incurred by Seller, net of any msurance proceeds and material tax adjustments benefits, savings or
reductions to which Seller 1s entitled by virtue of such obhigations, habilities, costs, expenses, damages and losses,
provided however, that ‘Losses” exclude all consequential damages of any kind (including, without limutation,
loss of revenue or income, cost of capital or loss of business reputation or opporturuty)

IN WITNESS WHEREQOF, the parties have executed this Agreement as of the day and year first above
written

SELLER

LAS ACQUISITION, LLC,
A Delaware limited hability company

By

Charles Rink, Its Chief Executive Officer

BUYER
[ 1A corporation,
[ 1A hmited hability company,
[ 1A general partnership, :
[ 1A hmuted partnership, i
[ ]1Anindividual I
[ ]Other (specify)

By

Name

Title , and Individually

2
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ASSET PURCHASE AGREEMENT
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LA SALSA FRANCHISE, LLC
BILL OF SALE

Pursuant to and in accordance with that certain Asset Purchase Agreement dated
(the Purchase Agreement ), by and between LAS Acquisition, LLC, a Delaware limited hablhty
company (‘' Seller ), on the one hand, and a
( Buyer”), on the other hand, and for other good and valuable
consideration, the receipt and sufficiency of which is hereby acknowledged, Seller hereby sells, conveys,
transfers, assigns and delivers to Buyer the assets (the "Assets") of the La Salsa® Restaurant known as La Salsa
# located at

as
set forth 1n Sections 2(a) and 2(c) of the Purchase Agreement Seller hereby represents and warrants that{Seller
has good and marketable title to each of the Assets and, 1n each case, the Asset 1s free and clear of any hens,
clamns, judgments, taxes, encumbrances, security interests, debts or adverse claims of any kind, except as
otherwise disclosed in the Purchase Agreement

IN WITNESS WHEREOF, the undersigned has executed this Bill of Sale as of

SELLER

LAS ACQUISITION, LLC,
A Delaware limuted liability company

By

Charles Rink, Its Chief Executive Officer
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LA SALSA FRANCHISE, LLC
ASSET PURCHASE AGREEMENT

GENERAL RELEASE
, a
(' Buyer’ ) and (“Guarantors’ ) enter into this General
Release on , __, with reference to the following facts
1 On . , LAS Acquisition, LLC, a Delaware himuted hability cox'npany

(‘Seller’ ) and Buyer entered mto an Asset Purchase Agreement (the Purchase Agreement ) pursuant to which
on the date hereof (the Closing Date ), Seller sold to Buyer all of Seller s right, title and interest n and to the
assets (the Assets’) of the La Salsa® Restaurant known as La Salsa #____ described on Attachment A attached
to the Purchase Agreement (the Restaurant ), which 1s located at the premises (the “Franchised Location ’)
described on Attachment B attached to the Purchase Agreement In connection with the Purchase Agreement
(1) Buyer sublet the Franchised Location from Seller under a Sublease between Buyer and Seller (the
‘ Sublease ), (1) Buyer agreed to operate the Restaurant as a Franchisee of La Salsa Franchise, LLC, a Delaware
Iimited lability company (“Franchisor”), under a Franchise Agreement (the “Franchise Agreement ) with
Franchisor for the Restaurant, and (1) [if applicable, Buyer executed an Area Development Agreement 1n favor
of Franchisor (the ‘ Development Agreement’)], and (vu) Guarantors executed Personal Guarantees (the

Guarantees ) of the Purchase Agreement, the Assumption Agreement, the Sublease, the Franchise Agreement
[and the Development Agreement] in favor of Franchisor effective as of the Closing Date

2 For valuable consideration, the receipt and sufficiency of which 1s hereby acknowledged, Buyer
and Guarantors hereby release and forever discharge Seller and Franchisor, and their subsidiaries and affiliated
companies, and their respective directors, officers, shareholders, partners, employees, members, managers,
attorneys and agents, and their respective heirs, successors and assigns, and each of them, from any and all
obligations, habilities, losses, demands, damages, costs, expenses, claims, actions and causes of action, of
whatever nature, character or description, known or unknown, based upon anything that has occurred or
existed, or failed to occur or exist (collectively the Damages”), from the beginmung of time to the date of this
Agreement, including, without Iimitation, Damages based on, arising from or relating to the Purchase
Agreement, the Assets, the Franchised Location, the Assumption Agreement, the Sublease, the Franchise
Agreement, [the Development Agreement] and the Guarantees, and any night or benefit which Buyer or
Guarantors may have under Calbformia Civil Code Section 1542, or any comparable statute, which reads as
follows

"Section 1542 General Release, Effects A general release does not extend to
claims which the creditor does not know or suspect to exist 1n his or her favor
at the time of executing this release, which if known by him or her must have
materially affected his settlement with the debtor *

3 This General Release sets forth the entire agreement and understanding of the parties regarding
the subject matter of this General Release, and any agreement, representation or understanding, express or
implied, heretofore made by any party or exchanged between the parties are hereby waived and canceled

|

4 This General Release shall be bmding upon each of the parties to thus General Release and their
respective herrs, executors, admirustrators, personal representatives, successors and assigns
(Signature Page Follows)
1 i
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IN WITNESS WHEREOF, the parties have executed this Release as of the day and year set forth above

BUYER
[]A
[1A
[ 1A
(1a_____
[ ] Anindividual
[ ] Other (specify)
By
Name
Title , and Individually
GUARANTORS
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LA SALSA FRANCHISE, LLC
PRELIMINARY BUSINESS PURCHASE AGREEMENT

A OFFER TO PURCHASE ASSETS

1 THIS IS AN OFFER FROM , a
( Buyer ) to LAS ACQUISITION, LLC, a Delaware hmuted
hability company ( Seller ) When executed by Seller and Buyer, this Agreement shall constitute the binding
UNCONDITIONAL obhgation of Buyer to purchase the Restaurant described below WITHOUT any
contingencies

2 THE LA SALSA® RESTAURANT WHOSE ASSETS ARE TO BE ACQUIRED BY BUYER IS
KNOWN AS LA SALSA # (the ‘Restaurant’ ) LOCATED AT

(the ‘Franchised Location”)

3 THE PURCHASE PRICE IS $

4 INVENTORY VALUED AT AN ESTIMATED $% 1s NOT included m the
Purchase Price and cash in the store bank at the Business on the Closing Date estimated at $1,000 1s NOT
included 1n the Purchase Price Buyer will pay Seller the wholesale cost for the inventory and an amount for the
actual cash m the store bank through escrow on the Closing Date

5 CLOSE OF ESCROW SHALL OCCUR ON , (the ’ Closing Date’)
The Closing Date may be extended for cause by Seller, from time to time Possession will be delivered to Buyer on
the Closing Date

!
B PAYMENT OF PURCHASE PRICE

1 INITIAL DEPOSIT $

Buyer has given a deposit of to be held un-cashed untl
acceptance of thus offer by Seller and then deposited within three
(3) business days thereafter with
Telephone , Facsimile
(the * Escrow Holder )

2 ADDITIONAL CASH PAYMENT $
Buyer to depostt with the Escrow Holder with sufficient ime to
close escrow Additional cash payment may be provided by a third- '

party lender
3 SELLER FINANCING [IF APPLICABLE] $

(See Section E below) f
4 TOTAL PURCHASE PRICE (the Purchase Price ) $

C  ASSETS TRANSFERRED

Seller will sell and transfer to Buyer all of Seller s right, title and interest to the following assets (the
‘ Assets’ ) free and clear of all liens, claims and encumbrances All of the fixtures, equipment, signs and

other tangible assets of the Restaurant, all of the service agreements for the Restaurant (if, and to the
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extent, assumable), all of the useable stock-in-trade, retail inventory and supplies located at the
Restaurant, all licenses and permits mamtained by Seller (to the extent that they are transferable) and all
telephone numbers and facsimile numbers

Excluded Assets All cash in banks associated with the Restaurant, the business records which relate to
the operation of the Restaurant prior to the Closing Date, all refunds of federal, state or local income or
franchuse taxes or worker’s compensation msurance prenuums due Seller as of the Closing Date and all
goodwill and intellectual property rights of Seller

All equipment at the Restaurant (the ‘Equipment ) will be in workung order on the Closing Date All
remaining Assets will be sold "AS 1S" SELLER MAKES NO REPRESENTATIONS OR WARRANTIES
OF ANY KIND WITH RESPECT TO THE ASSETS, EXPRESS OR IMPLIED, INCLUDING,
WITHOUT LIMITATION, THOSE WITH RESPECT TO THE CONDITION OF THE ASSETS, THEIR
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR THE LIKE There will be no
abatement of the Purchase Price and Seller will have no hability to Buyer for any claim, loss or damage as
a result of any operating deficiency or defect in the Assets, the use or performance of the Assets, or any
interruption or loss of service or of use of the Assets

Seller and Buyer will conduct a walkthrough of the Restaurant on or before the Closing Date (the Walk
Through ) to determune the condition of the Equipment at the Restaurant and Seller will prepare a
written list of any necessary repawrs to be made (the Reparr List”) to the Equipment at the Walk
Through The Repair List will be the final and conclusive listing of all repawrs to be made to the
Equipment as of the Closing Date for all purposes, and Seller will have no responsibility whatsoever for
any repairs which are not listed on the Repair List prepared at the Walk Through Unless the parties
agree otherwise, Seller will complete all repairs on the Repair List within thurty (30) days after the Closing
Date

D LIABILITIES TRANSFERRED

The following Service Agreements (of any)
|
Other (if any)
E FINANCING

Buyer will have sixty (60) days from the date this Agreement 1s signed by Seller to obtain fmancmlg of the
Purchase Price from a thard-party lender, if necessary If Buyer 1s unable to obtamn third-party financing,
Seller may finance up to $ of the Purchase Price, mn which case Buyer must proceed
with the purchase of the Assets, or Seller may terminate the transaction and return the Inutzal Deposit to
Buyer Seller s financing will be based upon a ten (10) year amortization, all due and payable within
thirty (30) months, with interest at a variable interest adjusted every six (6) months after the Closing Date
at a rate equal to the greater of the prime rate of interest, as published by the Western Edition of the Wall
Street Journal, plus three percent (3%), OR ten percent (10%) per annum plus a loan fee equal to one half
(1/2) of one percent of the amount financed by Seller (the Loan Fee”) On the Closing Date, Buyer will
execute and deliver to Seller a Pronussory Note 1n favor of Seller in the amount fmanced (the * Purchase
Note”) Payment of the Purchase Note will be secured by a security interest granted to Seller by Buyer m
the Assets i accordance with a Security Agreement (the ‘Security Agreement”) to be executed by Seller
and Buyer on the Closing Date

L \ pkaras anich\ My Documents\ La Salsa\ 2016 Filed\D DOCX
2016 LA SALSA PRELIMINARY BUSINESS PURCHASE AGREEMENT



PAYMENTS REQUIRED IN ADDITION TO PURCHASE PRICE |

Prior to the commencement of trammung, Buyer will deposit $10,000 with the Escrow Holder as an Initial
Trammng Fee On the Closing Date, Buyer will pay the balance of the $50,000 1utial franchuse fee due to La
Salsa Franchuse, LLC, a Delaware limited Iiability company (‘Franchisor’), the first month s rent and
estmated monthly occupancy expenses for the Busimess Premises, a security deposit equal to two (2)
month’s estimated rent and monthly occupancy expenses for the Business Premuses, $3,000 for Seller s
legal fees for the asset purchase and franchise documents, all Loan Fees, $3,500 for Seller s legal and
document preparation fees, as applicable, and any charges assessed by the Master Landlord to obtain the
Master Landlord s approval of the Sublease or assignment of the Master lease, as applicable

SUBLEASE

Buyer will sublease the Franchised Location from Seller under a Sublease to be executed by Seller and
Buyer on the Closing Date The expiration date, options to extend (if any), monthly rent and occupancy
expenses for the Franchised Location will be 1dentical to the expiration date, options to extend (if any),
monthly rent and occupancy expenses provided to Seller under Seller's Lease for the Franchised Location
(the Master Lease’) The current rent for the Franchised Location are $ per
month The current occupancy expenses for the Franchised Location are $ per
month Buyer hereby acknowledges receipt of a copy of the Master Lease

FRANCHISE AGREEMENT |

As a transaction separate and apart from the sale and purchase of the Assets, Buyer will acquire a,license
to operate the Restaurant under a Franchise Agreement (the Franchise Agreement ) with Franchisor to
be executed by Franchisor and Buyer on the Closing Date

INITIAL TRAINING PROGRAM

Buyer will execute Franchisor s Imitial Training Agreement (the ‘Initial Traming Agreement”) following
the parties’ execution of this Agreement Buyer must attend and complete Franchisor’s Imittal Trairung
Program for franchisees offered by Franchisor to Franchisor's satisfaction, 1n accordance with the terms of
the Imitial Tramming Agreement, in order to become eligible to become a franchisee of Franchisor Buyer
hereby authorizes the Escrow Holder to release the Irutial Tramning Fee to Franchisor upon demand by

Franchisor without any further mstructions or authorization from Buyer to the Escrow Holder

[
PRORATIONS AND DEPOSITS, TAXES, ESCROW CHARGES !

All rents, sewer charges, water charges, public utility charges, real and personal property taxes and other
like expenses levied or assessed against the Assets and the Restaurant will be prorated between Seller
and Buyer as of the Closing Date Buyer will pay all sales and/or use taxes arising from the sale of the
Assets by Seller to Buyer Seller and Buyer will equally pay all escrow fees and other related closing costs

BULK SALE ESCROW

Seller and Buyer will comply with the Bulk Sales Law provisions of Division 6 of the Uniform
Commercial Code, as the law apphes mn the State where the Restaurant 1s located, unless Seller and Buyer
waive compliance with the same, in wrting, on or before the Closing Date

(THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK)
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L SECURITY INTERESTS

As a condition to the close of escrow, Buyer will grant Seller and Franchisor a security mterest 1n and to
all leasehold improvements, fixtures, furrushings and equipment, inventory and supples located at or
used 1n connection with the Restaurant, now or hereafter acquired by Buyer, together with all accounts,
payment intangibles, attachments, accessories, additions, substitutions and replacements, all cash and
non-cash proceeds derived from mnsurance or the disposition of such assets, all nghts of Buyer to use the
La Salsa® marks, trade names, trade styles, patents, copyrnights and their registrations, trade secret
mformation and other proprietary rights, and all rights granted, owned or licensed to Buyer under the
Franchuse Agreement for the use of such marks, trade names, trade styles, patents, copyrlghté, trade
secret information and other propnetary rights, to secure payment and performance of all debts,
habilihes and obligations of any kind, whenever and however mncurred, from Buyer to Seller and
Franchisor

M SELLER TO OPERATE IN ORDINARY COURSE OF BUSINESS

During the period from the date of this Agreement to the Closing Date, Seller shall conduct the
operations of the Restaurant only in the ordinary and usual course of business consistent with past
practices

|
N INDEMNIFICATION

Buyer will indemmfy, defend and hold Seller free and harmless from and agamnst any and all Losses
whuch Seller shall incur or suffer which arnse or result from any injuries sustained by Buyer while at the
Restaurant prior to the Closing Date and from the operation or conduct of business at the Restaurant by
Buyer at any time after the Closing Date, from any breach of Buyer's representations, warranties or
covenants and from any assumed habilittes Seller will indemnufy, defend and hold Buyer free and
harmless from and against any and all Losses which Buyer shall incur or suffer which arise or result from
the operation or conduct of business at the Restaurant by Seller at any time before the Closing Date, only
if the aggregate Losses exceed $5,000 (the Indemnification Threshold ), only to the extent of the excess
of the Losses over the Indemmufication Threshold and only if a claim for Losses 1s submutted in writing by
Buyer to Seller within one (1) year after the Closing Date ‘Losses will mean any and all obligations,
liabilities, costs (including reasonable attorneys fees), expenses, damages and losses actually mncurred by
Seller or Buyer, as the case may be

O  TERMINATION |

This transaction may be termunated at any time prior to the Closing Date by Seller, 1f there has been a
breach by Buyer of any representation, warranty, covenant or agreement on the part of Buyer which
Buyer fails to cure within five (5) days after written notice thereof 1s given by Seller (except that no cure
period will be provided for a breach by Buyer which by 1ts nature cannot be cured) Buyer will have no
right to terminate this Agreement If this Agreement 1s termmnated by Seller, the obligations of Seller to
complete the transactions contemplated by this Agreement will expire and Seller will have no further
obligations under this Agreement

P ACKNOWLEDGEMENTS BY BUYER

Buyer acknowledges and agrees as follows

1 Buyer has had the opportunity to review and approve, and hereby approves, the Fiancial
Statements for the Business heretofore provided to Buyer by Seller, the Guarantees, the Master
Lease, the Sublease, the Franchise Agreement and the Inttial Tramming Agreement

BUYER'S INITIALS

4
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2 Buyer has completed all due dihigence to be undertaken by Buyer for the purchase of the
Business There 1s no remamung due diligence to be undertaken by Buyer following the date of this
Agreement

BUYER’S INITIALS

3 All equity owners of an entity Buyer and their spouses must personally guarantee the obligations
of Buyer under the Asset Purchase Agreement, Imtial Tramung Agreement, Assumption Agreement,
Sublease, General Release, Franchise Agreement and Attachments, Purchase Note and Secunty
Agreement [IF APPLICABLE] under a wrnitten Guarantee (the * Guarantee”) to be submutted by Seller on
or before the Closing Date

BUYER'’S INITIALS

4 IT WOULD BE DIFFICULT TO MEASURE SELLER'S AGGREGATE DAMAGES IN THE
EVENT OF A BREACH OF THIS AGREEMENT BY BUYER AND ACCORDINGLY, IN ADDITION
TO, AND WITHOUT LIMITING ANY REMEDIES THAT MAY BE AVAILABLE TO SELLER FOR A
BREACH OF THIS AGREEMENT, BUYER ACKNOWLEDGES AND AGREES THAT A FAIR AND
REASONABLE ESTIMATE OF SUCH DAMAGES IS THE ENTIRE INITIAL DEPOSIT FOR THE
PURCHASE OF AN OPERATING BUSINESS, WHICH IN NO WAY REPRESENTS A PENALTY OF
ANY SORT BUYER FURTHER ACKNOWLEDGES AND AGREES THAT IN THE EVENT OF THE
TERMINATION OF THIS AGREEMENT AS A RESULT OF BUYER'S BREACH OF THIS
AGREEMENT PRIOR TO THE CLOSING DATE, SELLER SHALL BE ENTITLED TO RETAIN THE
ENTIRE DEPOSIT AS LIQUIDATED DAMAGES BUYER FURTHER ACKNOWLEDGES AND
AGREES THAT THIS PAYMENT IS A REASONABLE FORECAST OF THE DAMAGES LIKELY TO
RESULT FROM SUCH BREACH BECAUSE OF THE LOST OPPORTUNITIES OF SELLER TO SELL
THE BUSINESS TO OTHER AVAILABLE BUYERS AND IS NOT A PENALTY OF ANY KIND
BUYER FURTHER ACKNOWLEDGES AND AGREES THAT THE PAYMENT OF LIQUIDATED
DAMAGES SHALL NOT BE CONSTRUED AS A RELEASE OR WAIVER BY SELLER OF THE
RIGHT TO PREVENT THE CONTINUATION OF ANY BREACH OF THIS AGREEMENT AND
SHALL NOT PRECLUDE OR BE CONSTRUED TO PRECLUDE SELLER FROM MAKING A
SHOWING OF IRREPARABLE INJURY OR ANY OTHER ELEMENT THAT MAY BE NECESSARY
TO SECURE INJUNCTIVE RELIEF

BUYER HEREBY AUTHORIZES THE ESCROW HOLDER TO RELEASE THE ENTIRE DEPOSIT,
LESS ESCROW FEES INCURRED TO DATE, TO SELLER UPON DEMAND BY SELLER
FOLLOWING ANY TERMINATION OF THIS AGREEMENT AS A RESULT OF A DEFAULT BY
BUYER UNDER THIS AGREEMENT, WITHOUT ANY FURTHER INSTRUCTIONS OR
AUTHORIZATION FROM BUYER TO THE ESCROW HOLDER

BUYER'S INITIALS SELLER’S INITIALS

5 Buyer has been advised by Seller that the following have been the owners of the Restaurant
during the three (3) year period preceding the date of this Agreement

L \ pkaravanich\M)y Documents\ La Salsa\ 2016 Filed\D DOCX
2016 LA SALSA PRELIMINARY BUSINESS PURCHASE AGREEMENT



Q ATTORNEYS' FEES

If Seller becomes a party to any legal proceedings concerrung this Agreement or the Restaurant by reason
of any act or omussion of Buyer, or 1ts authorized representatives, Buyer will be liable to Seller for the
reasonable attorneys' fees and court costs incurred by Seller in the legal proceedings If either party
commences a legal achion against the other party ansing out of or 1n connection with this Agreement, the
prevailing party will be entitled to have and recover from the other party its reasonable attorneys' fees
and costs of suit

R CHOICE OF LAW, VENUE

This Agreement shall be governed by and construed in accordance with the laws of the State of
California In the event of any conflict of law, the laws of Califorma shall prevail, without regard to the
application of Cahfornia conflict of law rules If, however, any provision of this Agreement would' not be
enforceable under the laws of Californua, and if the Restaurant 1s located outside of Califorria and such
provision would be enforceable under the laws of the state in which the Restaurant 1s located, then such
provision shall be interpreted and construed under the laws of that state Nothing in this Section 7 7 1s
mtended by the parties to subject this Agreement to any franchise or similar law, rules, or regulation of
the state of Califormia to which it would not otherwise be subject Any action brought by erther party
shall be brought within the State of California in the County of Orange

S ASSIGNMENT, SUCCESSORS AND ASSIGNS

Buyer shall not assign all or any part of Buyer’s interests in this Agreement without the prior written
consent of Seller, which such consent Seller may withhold for any reason, imn Seller s sole and absolute
discretion Except as provided heremn, this Agreement will be binding upon Seller and Buyer and therr
respective heirs, successors and assigns

T CONFIDENTIALITY

Buyer will hold in confidence all documents and information obtained from Seller regarding the
Restaurant (the "Confidential Information"), and will not disclose or convey any of such Confidential
Information to any other person Buyer may disclose Confidential Information to Buyer’s potential
lenders, employees, attorneys, accountants, landlords and fmancial advisors in connection with the
purchase of the Restaurant ]

|
U FORMAL DOCUMENTS '

As a condition to the close of escrow, Buyer will execute all of the following documents

Escrow Instructions, Asset Purchase Agreement, Inttal Traiung Agreement, Assumpton
Agreement, Sublease (with a copy of the Master Lease attached), General Release, Franchise
Agreement and Attachments, Addendum for Purchase of Turnkey Unut [if applicable], Purchase
Note and Security Agreement [if applicable], Guarantees thereof and Franchise Compliance
Certification The Asset Purchase Agreement will contamn customary representations and
warranties for Seller and Buyer Where and to the extent that any of the provisions of the Asset
Purchase Agreement or the Attachments to the Asset Purchase Agreement are contrary to, in
conflict with or mnconsistent with any provision contained m this Agreement, the provisions
contaned in the Asset Purchase Agreement and the Attachments to the Asset Purchase
Agreement shall control
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v CREDIT REPORTS |

Seller or its designee may, prior to the Closing Date, through 1ts representatives, access and run the
Buyer’s credit report In addition, if, and to the extent, that Seller needs to run Buyer's credit report in
connection with the financing for the purchase of the Assets after the Closing Date and through the term
of the Franchise Agreement with Franchisor, Buyer shall cooperate with Seller and provide Seller with its
consent to access and run the Buyer s credit report upon Seller's request Buyer shall reimburse Seller for

the cost of pulling any such credit reports 1

w DUAL REPRESENTATION BY BROKER !

Buyer and Seller herby acknowledge and accept that (”Broker’ ),
1s representing both the Buyer and the Seller in this transaction (or in Florida acting as a Transaction
Broker), and that 1t 1s the fiduciary responsibility of Broker, and 1ts agents, to ethucally and professxonally
assist both Buyer and Seller with integrity, honesty and loyalty Broker recommends that both Buyer and
Seller consult with specialized professionals for tax or legal advice .

X. ENTIRE AGREEMENT

|
i

This Agreement and the Escrow Instructions contain all of the terms and conditions agreed upon by the
parties hereto with reference to the subject matter hereof No other agreements, oral or otherwns:e, shall
be deemed to exist or bind any of the parties hereto, and all prior agreements, understandings and
representations are merged heremn and superseded hereby

i

BUYER

DATE

i
|
DATE |

ADDRESS

TELEPHONE NUMBER ‘

SELLER HEREBY ACCEPTS THE ABOVE OFFER UPON

THE TERMS AND CONDITIONS HEREIN STATED AND }
TO PAY A COMMISSION TO |
PER THE LISTING AGREEMENT WITH BROKER

MANAGING MEMBER DATE
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LA SALSA FRANCHISE, LLC
FRANCHISE DISCLOSURE DOCUMENT

EXHIBIT E
EXPRESS RESTAURANT FRANCHISE AGREEMENT

THIS EXPRESS RESTAURANT FRANCHISE AGREEMENT (thus ‘Agreement ) 1s made and entered
into as of , , by and between La Salsa Franchise, LLC, a Delaware hmited
hability company ( Franchisor ), on the one hand, and , a
( Franchisee ), on the other hand, with reference to the following facts

A As a result of the expenditure of hime, skill, effort and money, Franchisor has developtl,d and
owns a unuque and distinchve system (the System ) relating to the development, establishment and operatlon
of quick service La Salsa® “taquena restaurants The distinguishing characteristics of the System mclude,
without himitation, uruform and distinctive bwlding designs intertor and exterior layout and trade dress,
business methods, techmical knowledge, standards and speafications for equipment, equipment layouts,
supplies and menus (including food and beverage designations, food presentation, special recipes and quality
and quantity standards), operating procedures for samtation, mamntenance and food and beverage storage,
preparation and service, and methods and techruques for mventory and cost controls recordkeeping and
reporting, personnel management, traimng, purchasing, sales pncing, promotion(s) and advertising The
System and 1ts components may be changed, improved and further developed by Franchusor from time to time

B Franchisor 1dentifies the System by means of certain names, marks, logos, mnsigmas, slogans,
emblems, symbols and designs (collectively the “Marks ), which Franchisor has designated or may 1n the future
designate for use with the System The Marks used to identify the System, including the prinapal Marks, may
be modified by Franchisor, and/or its affihates, from time to time Franchisor continues to develop, use and
control the use of these Marks 1n order to 1dentify for the public the source of services and products marketed
under the Marks and the System, and to represent the System’s lugh standards of quality, appearance and
service

C Franchisee desires to obtain a nonexclusive license to use the System and the Marks in the
operation of one (1) La Salsa® Restaurant (the ‘Restaurant’) at a captive market location (such as on toll roads,
hotels and motels, casinos, stadiums, arenas awrports, train stations, bus stahons, Indian reservations, colleges
and universities, recreational theme park schools, hospitals, military and other governmental facihities, office or
m-plant food service faclites shopping mall food courts operated by a master concessionaire, grocery stores,
supermarkets and converuence stores and any site for which the lessor, owner or operator thereof shall have
indicated 1ts intent to prefer or limut the operation of 1ts food service faciities to a master concessionatre or
contract food service provider), subject to the terms and conditions of this Agreement and 1n stnct comphance
with the standards and specifications established by Franchisor, and 1its affihates

NOW, THEREFORE, IT IS AGREED

1 GRANT OF LICENSE ‘

A License to Operate at Franchised Location Subject to the provisions of this Agreement,
Franchisor hereby grants to Franchisee the nonexclusive nght (the “License ) to continuously operate the
Restaurant and to use the Marks in the operation of the Restaurant “Franchised Location” means
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If the Restaurant serves a limuted La'Salsa®
menu (as indicated in the attached Exhubit A and as determuned by Franchusor in 1ts discretion), Franchisee may
offer and sell at the Franchised Location only those System menu 1tems specified in Exhibit A The Restaurant
is located within a larger building at the street address specified in Exhibit A (the “Faality’ ) and 1t occupies the
physical area of the Faality indicated on the floor plan attached as Exhibit B (the ‘ Franchised Location’)
Franchisee may not relocate the Restaurant Exhibit A also hists the other businesses currently operated by
Franchisee at the Facihty Franchisor and its affihates, reserve to themselves all nghts to use and license the
System and the Marks other than those expressly granted under thus Agreement, including the night to operate
or license others to operate La Salsa® Restaurants at locations that directly or indirectly compete with the
Restaurant

B Site Selechion

(1) If no Franchised Location has been inserted in the blank space provided above:at the
time of execution of this Agreement Franchisee shall promptly following the execution of this Agreement locate
one (1) or more proposed sites which meet Franchisor s then current standards and specificahons Franchisee
shall submit to Franchisor such demographic and other information regarding the proposed site(s) and
neighboring areas as Franchusor shall requre, 1n the form prescribed by Franchisor (‘Site Review Request’ )
Franchisor may seek such additional information as 1t deems necessary within twenty (20) days of submussion
of Franchisee s Site Review Request, and Franchisee shall respond promptly to such request for additional
information If Franchisor shall not deliver written notice to Franchisee that Franchisor accepts the proposed
site, within twenty (20) days of receipt of Francltusee s Site Review Request, or within ten (10) days after receipt
of such additional requested informahon, whichever 1s later, the site shall be deemed rejected If Franchusor
accepts the proposed site 1t shall notify Franchisee of 1its prehminanly acceptance of the site (‘ Preliminary
Acceptance”), whuch Prehminary Acceptance shall be subject to further analysis by Franchisor and successful
negotiation by Franchisee of a final lease (the “Lease’ ) or purchase agreement acceptable to Franchusor, and
such other conditions as Franchisor may impose Promptly following mutual execution of this Agreement, or
Franchisee s receipt of Prehmunary Acceptance, if no Franchised Location has been inserted in the blank space
provided above, Franchusee shall proceed to negotiate a Lease or purchase agreement for the site and shall
submut to Franchusor a copy of the proposed Lease or purchase agreement, as applicable, to allow Franchisor at
least fifteen (15) days to review the Lease or purchase agreement Promptly following Franchisor s receipt of the
proposed Lease or purchase agreement, as applicable, which meets Franchusor’s requirements, and evidence of
Franchisee s satisfaction of all conditions set forth in the Prehminary Acceptance, Franchisor shall 'notfy
Franchusee (‘Final Acceptance ) Franchisee shall not enter into any Lease or purchase agreement for the
Franchised Location unless Franchusee has received Final Acceptance relating to the proposed site and such
Franchised Location shall be deemed to be the ‘Franchised Location as defined above

(2 Franchisor may voluntanly (without obligation) assist Franchisee in obtaining an
acceptable location Neither Franchisor’s said assistance, 1if any, 1ts acceptance of Franchusee s proposed site, nor
1ts acceptance of the proposed Lease or purchase agreement shall be construed to ensure or guarantee the
profitable or successful operation of the Franchused Location by Franchisee and Franchisor hereby expressly
disclaims any responsibility therefor Franchisee acknowledges its sole responsibihity for finding the Franchised
Location Franchisee acknowledges 1ts sole responsibility for finding each site for the Restaurant 1t develops
pursuant to this Agreement

3) Franchisee must retain the services of a construction project manager (the Project
Manager’ ) approved by Franchisor to oversee the construction or to construct, the Restaurant The Project
Manager may (1) act as a project manager and oversee the design and construction process, or (n) act as
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Franclusee s general contractor, and design and construct the Restaurant Franchusee 1s solely responsible for
the costs charged by the Project Manager in the amounts agreed upon directly between Franctusee and the
Project Manager After Franchisee signs a lease or purchase contract for the Franchised Location, and pnor to
commencement of the construction of the Restaurant, Franchisee must promptly submut to Franchisor, the
Project Manager, the landlord (if Franchisee 1s leasing the site of the Franchised Location) and local authorties,
all requisite drawings, designs, plans and specifications for approval or rejection before Franchisee’s
commencement of construction, and Franchisee must obtamn all required permuts and certifications mcluding
those that satisfy all zorung, building, access, sign, fire and health requirements

) Franchusee hereby authonzes Franchisor to communicate with the lessor under the
Lease (and hereby authorizes such lessor to commurucate with Franchusor) for any purpose, including de-
identification of the Franchised Location following the termination or expiration of thus Agreement, Franclusee’s
sales, Franchisees defaults under this Agreement or the Lease and negotiating a lease for the Franchised
Location following the termination or expiration of Franchisee s Lease

2 TERM

A Initial Term The Irutal Term of this Agreement and the License granted by this Agreement
begins on the date of this Agreement and terminates at mudrught on the day preceding the tenth anmversary of
the date the Restaurant first opens for business, unless thus Agreement 1s terminated at an earher date
Franchisor shall complete and forward to Franchisee a notice to memoralize the date the Restaurant first
opened for busmess Notwithstanding the foregong, thus Agreement shall automatcally termunate if
Franchisee’s contract to provide foodservice at the Facility terminates or expires without renewal In addition,
Franchisee may termunate this Agreement following sixty (60) days’ written notice to Franchusor 1f Franchisee s
chent at the Facility instructs Franclisee in writing to cease operating the Restaurant (provided Franchisee has
exerased 1ts best efforts to arrange a meeting between Franchusee’s client and Franchusor, if Franchisor solelects
to discuss the continued operation of the Restaurant) If Franchisee s contract to provide foodservice at the
Faality permits Franchisee’s clhient to take this action on shorter notice, the notice period provided in that
contract shall govern, provided a copy of the relevant contract provision has been given to Franchisor by
Franchisee

B Renewal Term

) At the expiration of the Initial Term, Franchisee shall have an option to remain a
Franchusee at the Franchised Location for two (2) additional consecutive Renewal Terms of five (5) years each
The conditions for renewal at the expiration of the Irutial Term are set forth 1n this Section 2 B The conditions
for renewal at the expiration of the first and second Renewal Terms shall be set forth in the Franchise
Agreement 1n effect at each of those times Franchisee must give Franchisor written notice of whether or not 1t
mtends to exercise 1ts option for the first Renewal Term not less than twelve (12) months, nor more than fifteen
(15) months, before the expiration of the Imtial Term Failure to imely provide Franchisor the required notice
constitutes a waiver by Franchisee of 1ts option to remain a Franchusee beyond the expiration of the Irutial Term

2) If Franchusee desires to continue as a Franchisée for the first Renewal Term, Franchisee
must comply with all of the following conditions prior to and at the end of the Imtial Term

(@ Franchisee shall not be in default under this Agreement or any other
agreements between Franchusee and Franchusor, or 1ts affihates
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(b) Franchisee shall renovate and modernize the Restaurant so that 1t conforms
with the image of the System for new La Salsa® Restaurants at the ime Franchisee provides Franchisor the
renewal notice

() Franchisee shall have the nght to remamn in possession of the Franclused
Location for the first Renewal Term

(d) Franchisee shall execute a general release and a covenant not to sue, i the form
specified to Franchisor, of any and all claims against Franchisor, and 1ts affihates, and their past and present
officers, directors, shareholders, agents and employees 1n their corporate and individual capacaities

(e) Franchusee shall pay a $5,000 renewal fee and execute a new Franchise
Agreement for each Renewal Term in the then-current form in use by Franchusor (or, if Franchisor 1s not then
granting franchises for La Salsa® Restaurants in captive market locations, that form of agreement as reasonably
spectfied by Franchusor) '

3 FEES
A Inmitial Franchise Fee Franchisee has paid Franchisor a nonrefundable Iruhal Franchise Fee 1n
the amount of $25,000

B Continuing Royalty Fee Franchisee shall pay Franchisor a nonrefundable and continuing
royalty fee equal to five percent (5%) of the Gross Sales of the Restaurant, for the nght to use the System and the
Marks at the Franchised Location (the ' Continuing Royalty’ ) Gross Sales shall mnclude all revenue from the
sale of all System menu items 1dentified in Exhibit A at the Restaurant, including all revenue from beverages
ordered at the Restaurant, and all other income of every kind and nature (including gift certificates when
redeemed but not when purchased) related to the Restaurant, whether for cash or credit and regardless of
collection 1n the case of credit, provided, however, that Gross Sales shall not include any sales taxes or other
taxes collected from customers by Franchisee for transmittal to the appropnate taxing authority

C Advertising Fee Franchisee shall also pay Franchisor, simultaneously with its Continuing
Royalty payments, a nonrefundable and continuing advertising fee for the Marketing Development Fund (as
defined 1n Section 5 B) in the amount of one percent (1%) of Gross Sales (the Advertising Fee )

D Payment The Continuing Royalty and Advertising Fee for each fiscal period (as defined by
Franchisor from ttme to time) shall be paid by Franchisee within ten (10) calendar days after the end of that
fiscal period Franchisee shall simultaneously submut to Franchisor in writing the amount of Gross Sales from
the Restaurant during the preceding fiscal perod and such other data or information as Franchisor may
reasonably require Franchisee may not set off, deduct or otherwise withhold any Continuing Royalty,
Advertising Fees, interest charges or any other mormies payable by Franchisee under this Agreement on grounds
of any alleged non-performance by Franchisor of any of 1ts obhigations or for any other reason Franchisee shall
pay to Franchisor on demand any and all costs and expenses mcurred by Franchusor in collecting any mores
owed by Franchusee to Franchisor

E Interest. If any payments by Franchisee due to Franchisor are not recerved by Franchisor by the
date due, Franchisee, in addithon to paying the amount owed, shall pay Franchisor interest on the amount owed
from the date due until pad at the maximum rate permutted for indebtedness of this nature 1n the state in which
the Restaurant 1s located not to exceed one and one half (1 5%) per fiscal penod (or a portion of a fiscal period)
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F Gross-Up Fees To ensure that Franchisor receives a full five percent (5%) of Gross Sales as a
Continuing Royalty and the full Advertising Fee to which Franchisor may be entitled, as the amount thereof
may vary from fime to ime, Franchisee shall pay Franchisor, upon demand, whether in arrears, in advance, m a
lump sum or m the same manner as Continuing Royalties and Advertising Fees are paid to Franchisor, the
amount of all taxes paid by Franchisor to any governmental authonty on revenue earned or collected by
Franchisor based upon Franchisee’s use of Franchisor’s intellectual property or other intangibles or based upon
the existence of this Agreement, within the governmental authonty s domain duning each of Franchisor s fiscal
years throughout the entire term of this Agreement

4 RECORDKEEPING AND REPORTS
A Recordkeeping Franchisee agrees to use computerized cash and data capture and retneval

systems that meet the speaficabions 1ssued by Franchusor, or 1its affiliates, from time to time and record sales of
the Restaurant electronucally or on tape for all sales at or from the Franchused Location Franchusee shall keep
and maintain complete and accurate books and records, using generally accepted accounting principles and 1n
accordance with any procedures set forth in the Manual

B Reports At Franchisor s request Franchusee shall, at 1ts own expense, provide to Franchusor a
profit and loss statement and balance sheet for the Restaurant within nunety (90) days after the end of each of
Franclnsee s fiscal years to be signed by Franchisee or by Franchisee’s treasurer or chief financial officer
attesting that the financial statements present fairly the results of operations of the Restaurant during the period
covered Franchisor shall have the nght 1n 1its reasonable discretion, to require that Franchisee submit audited
statements for any fiscal year Franchuisee shall submut to Franchisor, for review or auditing, such other forms,
reports, records, information and data regarding the Restaurant as Franchisor may reasonably designate, 1n the
form and at the times and places reasonably required by Franchisor and as speafied from time to time in the
Manual or otherwise in writing

C Audit Rights Franchisor, or its designee, shall have the night at all reasonable tlmesl, both
during and after the Term of this Agreement, to inspect, copy and audit the books and records and such other
forms, reports information and data as Franchisor reasonably may designate, applicable to the operation of the
Restaurant If an mnspechion or audit discloses an understatement of Gross Sales Franchisee shall pay
Franchisor, within ten (10) days after receipt of the inspection or audit report, the defiaency in the Continuing
Royalty and Advertising Fee plus interest from the date ongmnally due until the date of payment If any
mspection or audit discloses an understatement of Gross Sales for the period of the audit greater than five
percent (5%), Franchusee also shall reimburse Franchisor for the reasonable cost of the audit or inspection

5 ADVERTISING AND PROMOTION

A Advertising by Franchisee To protect the System the Marks the La Salsa® ‘ Trade Secrets”,
and the goodwill associated with the same, Franchusee shall, at all times throughout the Irutial Term of this
Agreement, use 1ts best efforts to advance the reputation of La Salsa® Restaurants and the products sold under
the Marks and to develop awareness of La Salsa® Restaurants among consumers in order to increase the
goodwill of the Marks and the System Prior to use, Franchusee must submut all advertising materials to
Franchisor for approval, which approval shall not be unreasonably withheld

B Marketing Development Fund Franchisor has established, and will maintain and admuruster a
fund for the creation and development of advertising, marketing and public relations, research and related
programs, activites and matenals that Franchisor, in 1its sole discrenon deems appropnate (“Marketing

l
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Development Fund ) Franchusor, or its designee, shall direct all advertising, marketing and public relations
programs and achvities financed by the Marketing Development Fund with sole discretion over the creative
concepts, materials and endorsements used n those programs and achivities, and the geographuc, market and
media placement and allocation of advertising and marketing matenals Franchisee agrees that the Marketing
Development Fund may be used among other things to pay the costs of preparing and producng such
associated maternials and programs as Franchisor, or 1ts designee, may determine, including video, audio and
written advertising matenals, employing advertising agencies sponsorship of sporting, chantable or surular
events, admirustering regional and mult-regional advertising programs, including, without hmutation,
purchasing direct mail and other media advertising and employing advertising agencies to assist with these
efforts, and supporting public relahons, market research and other advertising, promotional and marketing
activiies Franchisor reserves the nght, in 1ts sole discretion, to suspend contnbutions to and operations of the
Marketing Development Fund for one (1) or more penods that 1t determines to be appropnate, to terminate the
Marketing Development Fund upon thirty (30) days’ written notice to Franchisee and, if Franchisor so elects, to
establish one (1) or more new advertising funds

C Promotional Campaigns From time to time during the term of this Agreement, Franchisor
shall have the nght to establish and conduct promotional campaigns on a national or regional basis, which may
by way of illustration and not himitation promote particular products or marketing themes Franchusee agrees to
participate 1n such promotional campaigns upon such terms and conditions as Franchisor may establish
Franchisee acknowledges and agrees that such parhicapation may require Franchisee to purchase point of sale
adverhising maternal, posters, flyers, product displays and other promotional material (unless provided at no
charge through the Marketing Development Fund)

D Electronic Media Franchisee shall not separately register any domain name or any portion of
any domamn name containing the Marks or participate or market on any website or other form of electronic
media (including, without limutation, through the use of social technology, social media, social networking
platforms or other forms of electronic media not yet developed) using the Marks without prior express written
approval from Franchisor Franchisee's general conduct on the Internet and in the use of other forms of
electronic media 1s subject to the terms and conditions of this Agreement and all other rules, requirements or
poliaes that Franchisor may identify from time to time Franchisor may, at any time after Franchisee
commences use of any approved electronic media, prohubit further use, effectve upon receipt of written notice
by Franchisee

!
6 MANUALS |
|
Franchisee acknowledges receipt on loan of Franchusor s confidential and proprietary Manuals which
contains information and knowledge that 1s uruque, necessary and matenal to the System (As used in this
Agreement, the term Manuals also includes other publicahons, matenials, drawings, memoranda, videotapes,
audio tapes, compact disks and electronic media that Franchisor from time to time may loan to Franchisee)
Franchusor may supplement and amend the Manuals from time to ime Franchusee agrees to keep 1ts copy of
the Manuals current and up-to-date at all imes, operate the Restaurant in strict conformity with the Manuals,
maintain the Manuals at the Restaurant, not reproduce the Manuals or any part of it, and treat the Manuals as
confidential and proprnetary and disclose the contents of the Manuals only to those supervisorial or manalgenal
employees of Franchisee who have a need to know
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7 MODIFICATIONS OF THE SYSTEM

Franchisor, mnits sole discretion, shall be entitled from hme to time to change or modify any or all of the
components of the System including, without limitation, restricting sales of menu items to certain time periods
dunng the day Franchisee shall accept and use or display in the Restaurant any such changes or modifications
in the System or 1ts components as if they were a part of the System at the time this Agreement was executed,
and Franchisee will make such expenditures as the changes or modifications may reasonably require
Notwithstanding the foregoing, Franchisor will not require Franchisee to adopt a change or modafication to the
System unless Franchisor determines, in the exercise of its reasonable business judgment, that the required
expenditure 1s reasonable in hght of the remaining term of Franchusee s contract to provide foodservice at the
Faclity Franchisor shall have the nght, 1n its sole discretion, to waive, defer or permut variations from the
standards of the System or any applicable agreement to any Franchisee or prospective Franctusee and the night,
1n 1ts sole discretion, to deny any such requests

8 TRAINING

A Initral Tramming Program Franchisor shall provide an Irutial Traiung Program in Franchusor’s System
and methods of operation (the “Initial Traimung Program } at Franchusor’s traiung facilites in Franc}lusor s
corporate office currently located in Southern Califormia or Restaurants designated by Franchisor, for up to two
(2) supervisonal or managenal personnel selected by Franchisee who shall be the Operating Principal, Director
of Operations and/or Restaurant Manager of the Restaurant to be developed under this Agreement Portions of
the Irutial Trazung Program may be held at your Franchised Location Franchisee and Franchisee’s supervjlsonal
and managenal personnel shall attend and complete to Franchisor s satisfachon the Iruhal Traiung Program
Franctusee shall pay Franchisor an ihal traimng fee of $10,000 The Imtal Training Fee shall be déemed
earned by Franchisor when paid No portion of the Imtal Traimng Fee shall be refundable in theievent
Franchusee, or 1ts designated trainees, fail to complete the Irutial Traiming Program to Franchisor s satisfaction
The Imtal Traiming Program shall consist of approximately six (6) to eight (8) weeks of trairung prior to the
openung of the Restaurant to be developed and operated under this Agreement and must be completed before
that Restaurant opens to the public Franchisee shall pay all travel hiving, compensation and other expenses, 1f
any, incurred by Franchisee and/or Franchisee’s supervisorial and managenal personnel in connection with
attendance at traming programs Franchisee may not open 1ts Restaurant until such trainung shall have been
completed to the satisfaction of Franchisor and Franchisee s supervisorial and managerial personnel have been
certified by Franchisor The Inittal Training Program shall not be provided 1if (1) Franchisee or any Affihate of
Franchisee, or an owner of erther, owns or operates a La Salsa® Restaurant as of the Effechve Date, or (u) this
Agreement 1s executed as a Renewal Franchise Agreement

B Additional Training Franchisor shall have the night to requure that certain supervisorial or
managerial personnel of Franchisee designated by Franchisor take and successfully complete other traiung
courses 1n addition to the Iritial Training Program  Franchusor reserves the right to require Franclusee to pay a
tuttion fee for these additional training programs as established by Franchusor from time to time Franchisee wall
be required to pay all travel, hving and other expenses incurred by Franchisee s supervisorial and managenal
personnel while attending the traimung Franchisor shall have the nght to require that certain supervisonal or
managenal personnel of Franchisee designated by Franchisor successfully complete the ServSafe® Food Safety
Certification Program, or show evidence of prior ServSafe certification Franchusor may, 1n 1ts sole discretion,
replace the ServSafe® Food Safety Certification Program with another food safety certification program, if
deemed appropriate Franchisee shall be responsible for all fees and matenal costs associated with a certification
program
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C Remedial Tramning If Franchisor determunes 1t to be necessary, Franchisor may provide
Franchusee and Franchisee s supervisonial or managenal personnel with remedial trairung or assistance subject
to the availability of Franchisor’s personnel Franchisee shall pay Franchisor any fee which may be charged by
Franchisor to Franchisee and other franchisees to defray the direct costs of providing this remedial traiung In
addition, Franchisee shall be responsible for any and all other expenses mcurred m connection with sending
Franchisee’s supervisorial and managerial personnel to such remedial training including, without limitation, the
costs of transportation lodging, meals, traiming materials and any wages Franchisor shall, in Franchisor s sole
discretion, select the time and location of all remedsal traiming

D Training by Franchisee Franchisee shall conduct such training programs for employees of the
Restaurant as Franchisor may requure from time to time

9 ADDITIONAL SERVICES BY FRANCHISOR

In addition to the services described elsewhere in this Agreement, during the Initial Term of this
Agreement, Franchisor shall make the following services available to Franchisee at no additional cost

A Pre-Opeming Assistance Franchisor shall provide consultation and adwvice to Franchisee as
Franchisor deems approprnate with regard to construction or renovation and operation of the Restaurant

B Opening of the Restaurant. Upon Franchusee s reasonable request, or at Franchisor s discretion,
Franchisor shall provide such assistance in operung the Restaurant and 1n training Franchisee’s supervisorial or
managerial personnel as Franchisor deems appropnate in light of Franchisee’s needs and the availability of
Franchisor s personnel

C Post-Opening Assistance Franchisor periodically as 1t deems appropnate, shall advise and
consult with Franchisee in connection with the operation of the Restaurant Franchisor, as 1t deems appropniate,
shall provide to Franchisee 1ts knowledge and expertise regarding the System and pertinent new developments,
techruques and 1mprovements 1n the areas of restaurant design, management, food and beverage preparation,
sales promotion, service concepts and other areas Franchusor may provide these services through visits by
Franchisor s representatives to the Restaurant or Franchusee’s offices, the distribution of printed or filmed
material or electronic information, meetings or seminars, telephone communications, email communications or
other commurucations

D Franchisor’s Rught to Inspect the Restaurant. Franchisor, or its designees, shall have the nght
at any reasonable time and without prior notice to Franchisee to enter the Restaurant for the purpose of

mspecting and examining the operations, products, facthties and equipment including, without limitation, the
nght to nspect the Restaurant, observe, photograph and videotape the operations of the Restaurant, remove
samples of any food, beverage or other product (without paying for the samples), interview personnel and

customers of the Restaurant and mnspect and copy any documents relating to the operation of the Restaurant
I

Franchisee agrees to cooperate fully with Franchusor i connection with any such inspections,
observations, videotaping, product removal and interviews Franchisee shall take all necessary steps to
immediately correct any deficencies detected during these inspections If Franchisee s client restricts access to
the Faahty at which the Restaurant 1s located, any mnspection by Franchusor will be 1n accordance with the
Faclity’s pohaes and Franchisee will undertake all reasonable efforts to facihitate Franchusor’s ability to conduct
mspections at the Restaurant
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E Delegation Franchisor has the night, from time to time, to delegate the performance of any
portion or all of its obligations and duties under this Agreement to designees, whether affihates, agents or

independent contractors with which Franchisor has contracted to provide this service
|

10 PERFORMANCE STANDARDS AND UNIFORMITY OF OPERATION

Products sold and services performed under the Marks have a reputation for quality This reputation
has been developed and mamtained by Franchisor, and 1t 1s of the utmost importance to Franchisor, Franchisee
and all other Licensees and Franchisees of Franchusor that this reputation be maimntained In recogmtion of the
mutual benefits that come from mantaimung the reputation for quality emjoyed by the System, and to protect the
System, the Marks, the La Salsa® Trade Secrets, and the goodwill associated with the same, Franchisee
covenants and agrees, with respect to the operation of the Restaurant, that Franchisee and 1ts employees shall
comply with all of the requirements of the System as set forth in the Manuals or otherwise, and Franchisee
additionally shall comply with the following

A Standards, Specifications and Procedures Franchisee agrees to comply with all System
specifications, reapes, standards and operating procedures (whether contamned in the Manuals or any other
written commurucation to Franchisee) relating to the appearance, function, cleanliness and operation of a La
Salsa® Restaurant Mandatory speafications, standards and operatng procedures, including upgraded or
additional equipment that Franchisor prescrnibes from time to tme in the Manuals or otherwise communicates
to Franchisee 1n writing, shall constitute provisions of this Agreement as if fully set forth in thus Agreement

B Approved Products, Distributors and Suppliers Franchisee agrees that the Restaurant will

(1) purchase those food products developed by Franchisor pursuant to a special recipe or formula only from
Franchusor, an affihate of Franchisor or a thurd party designated and hicensed by Franchisor, to prepare and sell
such products (the ‘designated suppliers”), and (u) purchase from manufacturers, distnibutors, vendors and
suppliers (collectively the “suppliers”) approved by Franchisor all other goods, food products, ingredients,
spices, seasonings, mixes, beverages, materials and supplies used 1n the preparation of products (collectively the
“goods ), as well as advertising matenals, furniture, fixtures, equipment, smallwares, menus, forms, paper and
plastic products packaging or other matenals (collechvely the “matenals’) that meet the standards and
specificattons promulgated by Franchisor from time to time Franchusor has the right to require that Franchisee
use only certain brands and to prohubit Franchusee from using other brands Franchusor may from time to time
modify the hist of approved brands and/or suppliers, and Franchusee shall not, after receipt of such modification
in writing, reorder any brand from any supplier that 1s no longer approved If Franchisee proposes to purchase
any goods or materials (that Franchisee 1s not requured to purchase from Franchisor, an affiliate of Franchusor or
a designated suppher) from a supplier that Franchisor has not previously approved Franchisee shall submut to
Franchisor a written request for such approval, or shall request the suppler to do so itself Franchusor has the
nght to require, as a condition of its approval, that 1ts representatives be permitted to inspect the suppher s
facilities, and that such information, specifications and samples as Franchusor reasonably designates be
delivered to Franchisor and/or to an independent, cerhfied laboratory designated by Franchusor for testing prior
to granting approval A charge not to exceed the actual cost of the test may be made by Franchisor or by an
independent testing laboratory designated by Franchisor and shall be paid for by Franchisee As a condition of
its approval, Franchusor reserves the right to inspect the proposed suppher s facilities Franchusor shall notify
Franchisee within sixty (60) days as to whether Franchusee 1s authorized to purchase items from the proposed
supplier Franchisor may periodically require that the testing be performed again, at Franchisee’s own expense,
to ensure that the supplier continues to meet Franchisor s specifications
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Approval of a supplier may be conditioned on requirements relating to the frequency of dehvery
reporhing capabilities, standards of service, including prompt attention to complaints or other critena, and may
be temporary pending a further evaluation of the supplier by Franchusor Franchuisor may establish
commussaries and distribution facilities owned and operated by Franchisor, or an affiliate that Franchusor may
designate as an approved supphier

C Hardware and Software Franchisee agrees to procure and mstall, at Franchisee s own expense,
such data processing equipment, computer hardware and software, required dedicated telephone and power
hnes, hugh speed Internet connections, modems, printers and other computer-related accessory or peripheral
equipment as necessary to permut Franchusor to recerve from Franchisee, within the time periods required by
this Agreement or as otherwise required by Franchisor, that information and 1n that format/medsa as reasonably
speaified by Franchusor

D Upkeep of the Restaurant. To protect the System, the Marks, the La Salsa® Trade Secrets, and
the goodwnll associated with the same, Franchisee shall operate the Restaurant in compliance with the terms of
this Agreement and the Manuals Franchisee acknowledges and agrees that Franchusee alone shall exercise day-
to-day control over all operations, activihes and elements of the Restaurant, including over Franchisee s
employees, and that under no circumstance shall Franchisor do so or be deemed to do so Franchusee further
acknowledges and agrees that the various requirements, restrichons prohibitions, speafications and procedures
of the System with which Franchisee must comply under this Agreement the Manuals or otherwise, do not
directly or indirectly constitute, suggest, infer or imply that Franchusor controls any aspect or element, of the
day-to-day operations of the Restaurant, which Franchisee alone controls, but only constitute standards to
which Franchisee must adhere when exerasing Franchisee s control over the day-to day operations iof the
Restaurant consistent with the policies of Franchisor Franchisee shall constantly maintain and continuously
operate the Restaurant and all furniture, fixtures, equipment, furmishings, floor coverings, signage, lighting and,
if apphcable, landscaping and parking lot surfaces in first-class condition and repair 1n accordance with the
requirements of the System, including all ongoing necessary remodeling, redecorating, refurbishing and repairs
Franchisee shall promptly and dihigently perform all necessary maintenance, repairs and replacements;to the
Restaurant as Franchisor may prescribe from time to ime Franchisee shall not make any material alterations to
the Restaurant that affect operations or the image of the System without Franchisor’s prior wntten approvlal

E Maximum Operation of the Restaurant To protect the System, the Marks the La Salsa®‘, Trade
Secrets, and the goodwill assoaated with the same, Franchisee shall use the Franchised Location solely for the
operation of a La Salsa® Restaurant and shall maintain sufficent inventones, adequately staff each shuft with
qualified employees and continuously operate the Restaurant at 1ts maxamum capacity and efficaency for the
muumum number of days and hours set forth in the Manuals (subject to the requirements of local laws and
Iicensing requirements) Notwithstanding the foregoing, but subject to the agreed-upon openung policy
described in Exhibit A (if any), Franchisee will not be required to operate the Restaurant when 1ts adjacent
businesses at the Faality are not operating

F Restaurant Management The Restaurant shall at all times be under the on-site supervxslclm ofa
Manager who shall (1) be a full-ime supervisorial or managerial employee of Franchisee, (u1) successfully
complete the Initial Traiming Program and any additional trainung required by Franchisor, and (1) be approved
by Franchusor, which approval shall have not been withdrawn

G Restaurant Personnel Franchusee shall hure all employees of the Restaurant and be exclusively
responsible for the terms of their employment and compensation, and for the proper trairung of such employees
in the operation of the Restaurant Franchisee shall employ only switable persons of good character and
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reputation who will at all imes conduct themselves 1n a competent and courteous manner 1n accordance with
the 1mage and reputation of Franchisor, its affihates, and the System and, while on duty, comply thh the

standards set forth in the Manuals |

After the Restaurant has opened to the public, Franchusee shall maintain a competent, conscientious,
and trained staff, and shall take such steps as are necessary to ensure that Franchisee’s employees preserve good
customer relations, render competent, prompt, courteous, and knowledgeable service All employees hired by
or working for Franchisee shall be the employees of Franchusee, and Franchise alone, and shall not, for any
purpose, be deemed to be employees of Franchisor or subject to Franchusor s direct or indirect control, most
parhcularly with respect to any mandated or other insurance coverage, tax or contnbutions or requirements
pertaining to withholdings, levied or fixed by any Governmental Authornity Franchisee and Franchisor will
each file their own tax, regulatory and payroll reports, and be responsible for all employee benefits and workers
compensation msurance payments with respect to their respective employees and operations Franchisee
acknowledges and agrees that Franchisor will not have the power to hire or fire Franchisee s employees
Franchisee expressly agrees, and will never contend otherwise, that Franchisor’s authority under this
Agreement to cerhfy Franchisee’s supervisoral or managenal personnel for qualfication to perform certain
functions at the Franchused Restaurant does not directly or indirectly vest in Franchisor the power to hure,
fire or control any of Franchisee’s personnel Franchisee alone shall be solely responsible for all hiring and
employment decisions and employee functions relating to the Restaurant, including, without hmitation, huring,
finng, training, establishing remuneration, comphance with wage and hour requirements, personnel pohaes,
benefits, recordkeeping, supervision, and discipline of employees, regardless of whether Franchisee has
recerved advice from Franchisor on these subjects or not, and shall not request from Franchisor or expect to
receive from Franchisor, and Franchusor shall not provide Franchisee, with any advice on these subjects
Franchisee acknowledges and agrees that any guidance Franchusee recerves from Franchisor regarding
employment policies should be considered as examples, that Franclhusee alone 1s responsible for establishing
and implementing 1ts own employment policies, and that Franchisee understands that Franchisee should do so
mn consultation with local legal counsel expenienced in employment law Franchisee shall indemrufy, defend,
reimburse and hold Franchisor harmless from any direct and indirect losses, costs and expenses, including
attorney s fees, arising out of any claim made by or for the benefit of any employee of Franchusee against
Franchisor regarding employment decsions and employee functions at the Restaurant, including, without
Iimutation, those related to hiring, finng, traiming, wage and hour requirements, record keeping, supervision,
and discipline of employees

H Signs and Logos Franchisee shall promunently display at the Franchused Location signs and
logos using the name La Salsa® without any prefix or suffix and those other names, marks, advertising signs and
logos, of such nature form, color, number, location and size and contaming that infformation mutually agreed
to by Franchusor and Franchisee Franchisee shall not display in or upon the Restaurant any sign, logo or
advertising media of any kind to which Franctusor objects

I Compliance with Laws and Good Business Practices Franchisee shall secure and maintain in
force 1n 1ts name all required licenses, permits and cerhficates relating to the operation of the Restaurant
Franchisee shall operate the Restaurant in full compliance with all applicable laws, ordinances and regulations
including, without limitation, the withholding and payment of federal and state income taxes, soaal security
taxes, sales taxes and the mamtenance of all workers’ compensation, unemployment and similar nsurance
Franchisee shall, 1n all dealings with Franchisee’s customers, suppliers and the public, adhere to the highest
standards of honesty, integnty, fair dealing and ethucal conduct Franchisee shall refrain from any business or
advertising practice that may be imjunous to the goodwill associated with the Marks or the business of
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Franchusor, or 1its affihates, the System or other La Salsa® Restaurants operated or franchised by Franchisor, or
its affihates

J Vending or Other Machines Except with Franchisor s wntten approval, Franchusee shall not
cause or permut vending, gamung machines, pay telephones, automatic teller machines, Internet kiosks or any
other mechamcal or electrical device to be mstalled or maintamed at the Franchused Location

K Co-Branding Franchisee may not engage in any co-branding in or in connection with the
Restaurant except with Franchisor s prior wntten consent Franchusor shall not be required to approve any co-
branding chain or arrangement except 1n 1its discretion, and only 1f Franchisor has recogrized that co branding
chain as an approved co-brand for operatton within La Salsa Restaurants ‘Co-branding’ includes the
operation of an independent business, product line or opérating system owned or licensed by another entity
(not Franchusor) that 1s featured or incorporated within Franchisee s Premuses or 1s adjacent to Franchisee’s
Premuses and operated n a manner which 1s likely to cause the public to perceive 1t to be related to the
Restaurant hicensed and franchised under this Agreement An example would be an independent 1ce cream
store or counter mnstalled withun Franchusee s Premuses

L Improvements If Franchisee develops any new concept process or mmprovement m the
System (an Improvement”), Franchisee shall promptly notfy Franchisor and provide Franchisor with all
necessary related information, without compensation Any such Improvement shall become the sole property of
Franchusor and Franchisor shall be the sole owner of all related intellectual property rights Franchusee hereby
assigns to Franchisor any rights Franchisee may have or acquire in the Improvements, including the nght to
modify the Improvement, and Franchisee waives and/or releases all nghts of restraint and moral nights theremn
and thereto Franchisee shall assist Franctusor 1n obtaming and enforcing the intellectual property nghts' to any
such Improvement in any and all countnies and further agrees to execute and provide Franchisor with all
necessary documentation for obtaining and enforcing such nghts Franchisee hereby 1rrevocably designates and
appoints Franchisor as Franchisee’s agent and attorney-in-fact to execute and file any such documentation and
to do all other lawful acts to further the prosecution and 1ssuance of intellectual property nght related'to any
such Improvement If the foregoing provisions of this Section 10 L are found to be invalid or otherwise
unenforceable, Franchisee hereby grants Franchisor a worldwide, perpetual, non-exclusive, fully paid thnse to
use and sublicense the use of the Improvement to the extent such use or sublicense would, absent this

Agreement, directly or indirectly infringe Franchisee s rights therein

M Authonization to Release Information Franchisee hereby authorizes (and agrees to execute
any other documents deemed necessary to effect such authorization) all banks, finanaal instituhons businesses,
supphers, manufacturers, contractors, vendors and other persons or entites with whom Franchisee does
business to disclose to Franchisor any finanaal information in their possession relating to Franchisee or the
Restaurant which Franchisor may request Franchlusee further authorizes Franchusor to disclose to prospective
franchisees or other thurd parties data from Franchisee’s reports if Franchusor determunes, in Franchisor’s sole
discretion, that such disclosure 1s necessary or advisable

N Adequate Reserves and Working Capital Franchisee shall, at all imes, maintain adequate
reserves and working capital sufficent for Franchisee to fulfill all of Franchisee s obhigations under this
Agreement and to cover the risks and contingencies of the franchused business for at least three (3) months

o Notification of Legal Proceedings, and Cnsis Management Events Franchisee shall notify

Franchisor in writing withun ten (10) days after Franchisee receives actual notice of the commencement,of any
mvestigation, action, suit, or other proceeding, or the 1ssuance of any order, wnt, injunction, award, or other
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decree of any court, agency, or other governmental authonty that pertamns to the La Salsa Restaurant or that
may adversely affect Franchisee’s operation of the La Salsa Restaurant or ability to meet 1ts obligations under
thus Agreement Upon the occurrence of a Crnisis Management Event, Franchisee shall immediately inform
Franchisor s President (or as otherwise instructed in the Manuals) by telephone Franchusee shall cooperate fully
with Franchusor with respect to Franchisor s response to the Cnsis Management Event As used mn this
Agreement, “Cnis1s Management Event’ means any event that occurs at or about the Restaurant that has or
may cause harm or mjury to customers or employees, such as food contamunation, food spoilage/poisoning,
food tampering/sabotage, contagious diseases, natural disasters, terronst acts, shootings or any other
arcumstance which may damage the System, Marks, or image or reputation of Restaurants or Franchisor or 1ts
affihates

P Credit Cards Franchisee shall honor all credit, charge, courtesy and cash cards approved by
Franchisor in wnting To the extent Franchusee shall store, process, transmut or otherwise access or possess
cardholder data in connection with Franchisee s operation of the Restaurant, Franchisee shall mamntain the
secunity of cardholder data and adhere to the then-current PCI-DSS, currently found at
www pasecuntystandards org, for the protechon of cardholder data throughout the Term Franchusee shall
be and remam responsible for the secunty of cardholder data in the possession or control of any subcontractors
Franchisee engages to process credit cards All subcontractors must be 1dentified to and approved by Franchisor
m writing prior to shanng cardholder data with the subcontractor Franchisee shall, if requested to do so by
Franchisor, provide appropriate documentation to Franchisor to demonstrate comphance with applicable
PCI-DSS requirements by Franchusee and all identified subcontractors

11 PROPRIETARY MARKS

Franchisor and 1ts Affihates continue to develop, use and control the Marks 1n order to 1dentify for the
public the source of services and products marketed under the Marks and the System and to represent the
System’s high standards of quality, appearance and service To protect the System, the Marks the La Salsa®
Trade Secrets, and the goodwill associated with the same

A Use of Marks Subject to Section 11 G, the Restaurant licensed and franchused under this
Agreement shall be named “La Salsa® Fresh Mexican Gnll La Salsa® Express” or La Salsa® Pronto , as
determined by Franchisor, waithout any suffix or prefix attached thereto and Franchisee shall use and display
such of Franchisor s Marks and such signs, advertising and slogans as Franchisor may from time to tume
prescribe or approve Upon expiration or sooner termunation of this Agreement, Franchisor may, 1f Franchisee
does not do so, execute in Franchisee s name and on Franchisee s behalf, any and all documents necessary 1n
Franclusor’s judgment to end and cause the discontinuance of Franchisee s use of the Marks and Franchisor 1s
hereby 1rrevocably appointed and designated as Franchusee s attorney-in-fact so to do Franchusee shall not
imprint or authonze any person to imprnnt any Mark on any product without the express written approval of
Franchisor Franchisee shall not use the Marks in connection with any offering of securities or any request for
credit without the prior express wntten approval of Franchusor Franchisor may withhold or condihon any
approval related to the Marks including those described 1n thus Section, 1n 1ts discretion During the Iitial Term
of this Agreement, Franchusee shall identify the Restaurant as an independently owned and operated franchuse
of Franchusor, 1n the form and manner spectfied by Franchusor, including, without imitation, on all invoices,
order forms, receipts, checks, business cards, on posted notices located the Franchused Location and in other
media and adverhsements as Franchisor may direct from time to time

B Non-Use of Trade Name If Franchisee 1s an entity, 1t shall not use Franchusor’'s Marks, or
Franchusor s trade name, or any words or symbols which are confusingly phonetically or visually similar to the
Marks, as all or part of Franchisee s name
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C Use of Other Trademarks Franchisee shall not display the trademark, service mark, trade
name, nsigrua or logotype of any other person or Entity 1n connection with the operation of the Restaurant
without the express prior wntten consent of Franchisor, which may be withheld 1n 1ts discretion, pr(:)wded
however, 1n the case of a captive market site, the Faality (but not the Restaurant) may display the trademarks,
service marks and other commeraial symbols of Franchuisee or third parties, 1n accordance wath the terms of this
Agreement

D Non-ownership of Marks Nothing in this Agreement shall give Franchisee, and Franchisee
shall not assert, any night, title or interest in or to any of the Marks or the goodwill annexed thereto, except a
mere pnivilege and hicense dunng the Inuhal Term of this Agreement, to display and use the same according to
the terms and conditions of this Agreement Except as expressly limited 1n thus Agreement, Franchusor (for itself,
its affihates and designees) retains all rights with respect to use of the Marks and the System to sell any products
or services, similar to those which Franchisee sells, through any alternate channels of distribution Ttus mdudes,
but 1s not limited to, retail locations and other channels of distribution such as television, mail order, catalog
sales, wholesale to unrelated retail outlets, over the Internet, or through other forms of electronic mecha
(including soaal technology social media and social networking platforms) Franchisor exclusively reserves the
Internet and other forms of electronic media as channels of distribution for Franchisor, and Franchisee may not
independently market on the Internet or through other forms of electrontc media or conduct e-commerce
without Franchisor’s prior written consent

E Defense of Marks If Franchisee receives notice, or 1s informed of any claim, suit or demand
against Franchisee on account of any alleged infringement, unfair competition, or simular matter on account of
its use of the Marks in accordance with the terms of thus Agreement, Franchisee shall promptly notify
Franchisor of any such claim, swit or demand Thereupon Franchusor shall take such action as it may deem
necessary and approprate to protect and defend Franchisee aganst any such claam by any third party,
Franchusor shall not be obhigated to take any such achon however Franchisee shall not settle or compronuse
any such claim by a third party without the prior wntten consent of Franchisor Franchisor shall have the sole
right to defend compromuse or settle any such claim, 1n its discretion, at Franchisor s sole cost and expense,
using attorneys of 1ts own choosing, and Franchisee shall cooperate fully with Franchusor in connection with the
defense of any such clam Franchisee may particapate, at Franchisee s own expense, 1n such defense or
settlement, but Franchisor s decisions with regard thereto shall be final

F Prosecution of Infringers If Franchisee shall recerve notice or 1s informed or learns that any
third party, which 1t believes to be unauthorized to use the Marks, 1s using the Marks or any variant thereof,
Franchisee shall promptly notify Franchisor of the facts relating to such alleged infringing use Thereupon,
Franchisor shall, in 1ts discrehon, determine whether or not 1t wishes to take any action agamnst such third
person on account of such alleged infingement of the Marks Franclusee shall have no night to make any
demand against any such alleged infringer or to prosecute any claim of any kind or nature whatsoever against
such alleged infringer for or on account of such infingement

G Modification_of Marks From time to tume, in the Manuals or in directives or bulletins
supplemental thereto, Franchisor may add to delete or modify any or all of the Marks Franchisee shall, at 1its
own cost and expense, use or cease using, as may be applicable, the Marks, including, without himitation, any
such modified or additional trade names, trademarks, service marks, logotypes and commercial symbols, 1n
strict accordance with the procedures, policies, rules and regulations contained in the Manuals or 1n wntten
directives 1ssued by Franchisor to Franchisee, as though they were speafically set forth in this Agreement
Except as Franchisor may otherwise direct Franchisee shall implement any such change within sixty (60) days
after notice thereof by Franchisor, at Franchisee s own expense
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H Acts 1n Derogation of the Marks Franchisee agrees that the Marks are the exclusive property
of Franchisor, and/or 1ts affiliates, and Franchisee now asserts no claim and will hereafter assert no claim to any
goodwll, reputation or ownership thereof by wvirtue of Franchisee s icensed and/or franchised use thereof, or
otherwise Franchisee further agrees that it 1s famihiar with the standards and high quality of the use by
Franchusor and others authonzed by Franchisor of the Marks in the operation of Restaurants, and agrees that
Franchisee will mamntain this standard in 1ts use of the Marks All use of the Marks by Franchisee inures|to the
benefit of Franchisor Franchisee shall not contest or assist anyone m contesting at any fime durnng or after the
Irutral Term of this Agreement, in any manner, the vahidity of any Mark or 1ts registration, and shall maimntain
the itegnty of the Marks and prevent their diluton Franchisee shall not do or permut any act or thing to be
done 1n derogation of any of the rnights of Franchisor, or its Affiliates, in connection with the same, either dunng
the Irutial Term of this Agreement or thereafter, and that it will use the Marks only for the uses and m the
manner licensed and/or franchused under thus Agreement and as provided in thus Agreement Without hmltmg
the foregoing, Franchisee shall not (1) interfere in any manner with, or attempt to prohubit, the use of the Marks
by any other Franchisee or Licensee of Franchisor, or (1) divert or attempt to divert any business or any
customers of the Restaurant to any other person or entity, by direct or indirect inducement or otherwise, or do
or perform, directly or indirectly any other act mjunous or prejudicial to the goodwill assoaated with the
Marks

I Assumed Name Registration If Franchisee 1s required to do so by applicable law, Franchusee
shall promptly upon the execution of this Agreement file wath applicable governmental authorities, a notice of
1ts intent to conduct 1ts business under the name La Salsa® Promptly upon the expiration or termination of this
Agreement for any reason whatsoever, Franchisee shall promptly execute and file such documents as may be
necessary to revoke or terminate such assumed name registration and if Franchisee shall fail to promptly
execute and file such documents as may be necessary to effectively revoke and terminate such assumed name
registrahon, Franchusee hereby 1rrevocably appoints Franchusor as 1ts attorney-in-fact to do so for and on behalf
of Franchisee

12 INSURANCE

Franchisee shall at 1ts own cost and expense, maintain that insurance as Franchisee deems necessary or
desirable with respect to the Franchused Location Franchisee s insurance shall include at least the following (1)
comprehensive general lhability insurance with pohicy himuts of no less than $1,000,000 per occurrence and
$2,000,000 1n the aggregate, (1) All Risks property insurance with limits of mnsurance of not less than the full
replacement value of the Restaurant and 1its contents, (1n1) Employer s Liability coverage of no less than the
amount of $500,000, (iv) Worker s Compensation and such other insurance as may be required by statute or rule
of the state or locality in which the Restaurant 1s located, and (v) if Franchusee sells alcoholic beverages at the
Faahty, hquor hability coverage with policy hmts of not less than $1,000,000 Franchusor may reasonably
modify the types of insurance required and reasonably increase the miumum coverage required Franchusor,
and 1its affihates, shall be additional msureds in such policies to the extent each has an insurable interest and
Franchusee shall annually provide Franchisor with certificates of insurance on the additional-insured Grantor of
Franchuse Form CG-2029 or an insurer s comparable form reflecing Franchusees insurance coverage If
Franchisee mamntains a program of self-insurance, 1t may, with Franchisor s consent, self-insure the obhigations
described 1n this Section In addition to all other insurance required 1n this Article 12, Franchisee shall obtain
and mamntain Employment Practices Liability Insurance
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13 TRANSFERS BY FRANCHISOR |
|
|

This Agreement 1s fully transferable by Franchisor, in whole or mn part, without the consent of
Franchisee and shall inure to the benefit of any transferee or their legal successor to Franchisor’s interests'in thus
Agreement, provided, however, that such transferee and successor shall expressly agree to assume Franchisor’s
obligations under this Agreement Without hmiting the foregoing, Franchusor may (1) assign any or all of 1ts
rights and obligations under this Agreement to an affihiate, (n) sell its assets, the Marks or its System outright to
a thard party, (1) engage 1n a public offering of 1ts securihes, (1v) engage 1n a private placement of some or all of
its securities, (v) merge acquire other corporations or be acquired by another corporation or (vi) undertake a
refinancing, recapitalization, leveraged buy-out or other economic or finanaal restructuring  Franctusor shall be
permutted to perform such actions without habihity or obligation to Franchisee who expressly and speaifically
waives any claims, demands or damages arising from or related to any or all of the above actions (or vanations
thereof) With regard to any of the above sales, assignments and dispositions, Franchusee expressly and
speaifically waives any claims, demands or damages ansing from or related to the loss of Franchisor siname,
Marks (or any vanation thereof) and System and/or the loss of association with or identification of La Salsa
Franchuse, LLC, as Franchisor under thus Agreement Franchusee speafically waives any and all other claims,
demands or damages ansing from or related to the foregoing merger, acquisthon and other business
combmation achvities including, without himuitation, any claim of divided loyalty, breach of fiduaary, duty,
fraud, breach of contract or breach of the implied covenant of good faith and fair deahing Franchisee agrees that
Franclusor has the night, now or in the future to purchase, merge, acquire or affihate with an existing
competitive or non-competitive franchuse network, chain or any other business regardless of the location of that
chain s or business facilities and to operate franchise or hicense those businesses and/or facilities as La Salsa®
Restaurants operating under the Marks or any other marks following Franchisor s purchase merger, acquisition
or affihation, regardless of the location of these faciliies (which Franchisee acknowledges may be proximate to
the Restaurant) Franchisor shall have no hability for the performance of any obligations contained in this
Agreement after the effective date of such transfer or assignment

14 TRANSFERS BY FRANCHISEE

A Franchisor Approval Required Franchisee understands and acknowledges that the nights and
duhes set forth in thus Agreement are personal to Franchisee and that Franchisor has entered nto this
Agreement 1n reliance on Franchisee s business skill, financial capacity and operating experience Accordingly,
to protect the System, the Marks, the La Salsa® Trade Secrets, and the goodwill associated with the same, neither
Franchisee nor any immediate or remote successor to any part of Franchisee s interest in thus Agreement, nor
any individual, partnership, corporation or other legal entity which directly or indirectly controls Franchisee
shall undertake any of the following without Franchisor’s prior wntten approval

@ The sale, assignment or other transfer of this Agreement or the Restaurant or any
interest 1n this Agreement or the Restaurant to any person or entity other than Franchisee s direct or indirect
parent

|

2) The sale or transfer of all or substantially all of the assets of the Restaurant or angl other
Restaurant owned by Franchisee, whether mdividually or collectively, or of Franchisee Franchisee’s

uruncorporated division that operates the Restaurant or Franchisee s direct or indirect parent ;

3) The consohidation or merger of Franchisee s direct or indirect parent mnto any other
person or enhty or the consolidation or merger of Franchisee into any other person or entity other than
Franchusee’s direct or indirect parent or a wholly-owned subsidiary of Franchisee s direct or indirect parent
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) The sale, assignment or other transfer of forty-nine percent (49%) or more of the capital
stock, membership interests, partnershup rights, or other equity ownershup interests of Franchusee to a person or
entity that did not have an ownership interest in Franchisee as of the date of this Agreement (as disclosed mn
Exhibit B) unless Franchusee 1s a publicly-held entity or a wholly-owned subsidiary or division of a publicly-
held entity

B Standards For Evaluating A Transfer Franchusee shall advise Franchisor in writing of any
proposed transfer that requires Franchisor s approval, submut (or cause the proposed transferee to submut) a
franchuse application for the proposed transferee and all other information requested by Franchisor relahng to
the proposed transfer The decision as to whether or not to approve a proposed transfer shall be made by
Franchisor in its reasonable discretion and shall include numerous factors deemed relevant by Franl'chlsor,
mcluding whether the proposed transferee intends to acquire Franchusee’s other businesses at the F[ac1hty
adjacent to the Restaurant These factors also may include, but will not be limted to, the following

(1) The proposed transferee and its owners must demonstrate that they have extensive
experience in high quahty restaurant operations of a character and complexity similar to La Salsa® Restaurants,
meet Franchisor's managerial, operational, experience, quality, character and business standards for a
Franchisee, possess a good character, business reputation and credit rating, have an orgarnuzaton whose
management culture 1s compatible with Franchisor's management culture, and have adequate finanaal
resources and working capital to operate the Restaurant

2) All of Franclusees accrued monetary obhgations to Franchisor, and 1its affihates,
(whether ansing under this Agreement or otherwise) and all other outstanding obligations related to the
Restaurant have been satisfied

(3) Franchisee 1s not then in matenal default of any provision of thus Agreement or any
other agreement between Franchusee and Franchisor, or 1ts affiliates

4 Franchisee must execute a general release and covenant not to sue, n a form
satisfactory to Franchisor, of any and all claims against Franchisor, and 1ts affihates and their past and present
officers, directors, shareholders, agents and employees, in their corporate and individual capacities

(5) Unless waived by Franchisor 1n 1ts sole discretion, the transferee or supervisorial or
managenal employees of the transferee who are responsible for the operation of the Restaurant shall complete
the Iruttal Traiming Program provided in Sections 8 A and 8 B

(6) If Franchusee, or Franclusee’s owners with a controlling interest, or a member of
Franchisee’s semior management team have successfully completed Franchusor’'s current Imitial Traimng
Program and earned the designation of ‘Certified Tramner”, Franchisee and Franchusee’s Certified Tramer shall
be responsible for traiming the transferee, at Franchisee s own expense If Franchisee does not have a Certified
Tramer on staff, Franchisor shall train the transferee and one other supervisonial or managenal employee, at
Franchisee’s own expense and Franchusee shall pay Franchisor a non-refundable $10,000 transfer traimmng fee for
the Irutial Training Program for the transferee or supervisorial or managerial employee (the ‘ Transfer Training
Fee') 5

(7) Franchisee and the proposed transferee shall use an independent third party escrow
company 1n connection with their purchase and sale transaction
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(8) The transferee/assignee, its supervisornial or manageral personnel and each p}artner
shareholder or member of the transferee, as the case may be, must be a Uruted States citizen or lawful resident
alien of the Unuted States and must have sufficient hteracy and fluency in the Enghsh language sufhalent, m
Franchisor’s opinion, to commurucate with employees, customers, and suppliers of Franchisor alnd to
satisfactonly complete Franchusor s required traiming program and such other tests and interviews as Franchisor
shall reasonably deem to be necessary or desirable Franchisee shall provide Franchisor with such information

as Franchisor may require to make a determination concerming such proposed transfer

9 The sales price of the interest to be conveyed must not be so hugh, or the terms of the
sale so onerous, that, in the judgment of Franchisor, the transferee will be unlikely to properly mamtain, operate
and promote the Restaurant and meet the transferee s finanaial and other obligations to Franchisor, thurd party
suppliers and creditors This provision shall not create any liability to erther transferor or transferee on the part
of Franchusor, 1n the event that Franchusor approves the transfer and the transferee experiences finanaal
difficulties |

If Franchisor approves a proposed transfer, prior to the transfer becoming effective the transferor shall
pay Franchisor a nonrefundable Transfer Fee of $5,000 in connection with Franchisor s review of the transfer
application plus Franchisor s out of pocket costs assocated with the transfer, including costs of attorneys fees
associated with the transfer, and Franchisee and the proposed transferee shall execute, at Franchisor’s election,
either an assignment agreement and any amendments to this Agreement deemed necessary or desirable by
Franchusor to reflect the transfer or Franchusor s then-current standard form Franchise Agreement for anjirutial
term ending on the expiration date of the Irutial Term of thus Agreement

15 COVENANTS

A Confidentiality To protect the System, the Marks, the La Salsa® Trade Secrets, and the
goodwill associated with the same, Franchisee acknowledges and agrees that (1) Franchusor owns all nght, title
and interest m and to the System, (11) the System consists of Trade Secrets’ and confidential and proprietary
mformation and know-how that gives Franchusor a compehitive advantage (collectively, “Confidential
Information’ ), (iu) Franchisor, and 1ts affihates have taken all measures necessary to protect the Trade Secrets
and the Confidential Information, (1v) all material or other information now or hereafter provided or disclosed
to Franchisee regarding the System 1s disclosed tn confidence, (v) Franchisee has no right to disclose any part of
the System to anyone who 1s not an employee of Franchisee, (v1) Franchusee will disclose to 1ts employees only
those parts of the System that an employee needs to know, (vi1) Franchisee will not acquire any interest in the
System, and (viu) Franchisee’s use or duplication of the System or any part of the System 1n any other business
would constitute an unfair method of competntion Trade Secrets’ means proprietary and confidenhal
information, including reapes, ingredients, specifications procedures, policies, concepts, systems, know how,
plans, software, strategies, methods and technuques of operating the Restaurant and producing Authorized La
Salsa Products and customer lists, including current and prospective customer names and addresses,
information about credit extensions to customers, customer service purchasing histones, and rates charged to
customer, but excluding information that 1s or becomes a part of the public domain through publication or
communication by third parties not bound by any confidenhality obligation or that Franchisee can shov:v was
already lawfully in Franchusee s possession before receipt from Franchusor Confidential Informaton includes,
without hmitation, tangible and intangible information (whether or not in electromic form) relating to
Franchisor s busmess operations, products and services, sources of materials and equipment, client
management and other software, data other content, formulations, patterns, compilations, programs devices
and processes, business relahonshups, contact information for industry professionals, designs, developmental or
expernimental work and services, improvements, discovenes, plans for research, potential new or supplemental
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products and services, websites, advertisements or ancillary products and services, marketing and selling
methods and/or plans, business plans, budgets and unpublhished financial statements, licenses prices and costs,
vendors, collaborators, current customer and prospective customer names and addresses, information regarding
credit extenstons to customers, customer service purchasing histones and prices charged to customers, customer
lists and other customer data, information regarding the skills and compensation of employees of Franchisor
and contractors of Franchisor, designs, drawings, speafications source code, object code, documentation,
diagrams, flowcharts, research, development, marketing techruques and materials, trademarks, trade secrets,
sales/hicense techriques, inventions, copynghtable matenal, trademarkable matenal, databases, relahonships
between Franchisor and other comparues, persons or entities, knowledge or know-how concerning the methods
of operation of the Restaurant which may be communicated to Franchisee, or of which Franchisee may be
appnised, by virtue of Franchisee s operation of the Restaurant under the terms of this Agreement, and any
other information or matenal considered propretary by Franchisor whether or not designated as confidential
information by Franchisor, that 1s not generally known by the public, or which dernves independent economuc
value (actual or potential) from not being generally known to the public or persons unaffiiated with Franchisor
or 1ts affiliates and which 1s the subject of efforts by Franchisor that are reasonable under the arcumstances to
maintain 1ts secrecy, and any other information m oral, written, graphic or electroruc form whuch, given the
arcumstances surrounding its disclosure, would be considered confidential Confidential Information does not
include any information that was in the lawful and unrestnicted possession of Franchisee prior to 1ts disclosure
by Franchisor, 1s or becomes generally available to the public by acts other than those of Franchusee after
receiving it, has been received lawfully and in good faith by Franctusee from a third party who did not denve 1t
from Franchisor or Franchisee, or 1s shown by acceptable evidence to have been independently developed by
Franchisee Franchisee recogruzes its obligations to keep confidential such information as set forth in thus
Agreement

Franchisee shall not, during the Imhal Term of this Agreement or at any time thereafter, commurnucate
or disclose any Trade Secrets or Confidential Information to any unauthorized person, or do or perform dlrectly
or indirectly, any other acts injurious or prejudiaal to the Marks or the System }

B Restrictions Franchisee speafically acknowledges and agrees that pnor to becomlmg a
franchusee of Franchusor, Franchisee had no experience, information or knowledge whatsoever about the
operation of Mexican-style fast service Restaurants or La Salsa Restaurants and that Franchisee’s knowledge of
the Confidential Information was obtained solely from Franchusor, following Franchisee’s traiming by Franchusor
and Franchisee’s subsequent operation of the Restaurant under this Agreement Franchisee covenants and
agrees that during the Inibal Term of this Agreement and, if thus Agreement 1s terminated prior to the end of
the Initial Term for a contrnuous pernod of twelve (12) months following such termination, Franchisee shall not,
either directly or indirectly, for itself or through on behalf of or in conmjunction with, any person firm,
partnership, corporation or other enhty, own, maintain, operate, engage 1n, advise, help, make loans to of have
any interest 1n, etther directly or indirectly, any foodservice operation at the Facihty (1) that sells Mexican style
food 1tems or any other entree menu item that compnses at least ten percent (10%) of sales at La Salsa®
Restaurants operated by Franchusor or its affiliates, or (11) whose method of operation or trade dress 1s similar to
that employed in the System Thus restrichion shall not apply to Franchisee’s existing restaurant or foodservice
operations, if any, which are identified in Exhibit A

C Business Practices Neither Franchisee nor any of 1ts owners conducts any activity, or has failed
to conduct any activity, if such action or inaction constitutes a money launderning crime, including any money
laundering crime prohibited under the International Money Laundering Abatement and Ant Terronst
Finanang Act (the * Patnot Act’) and any amendments or successors thereto Neither Franchusee, any of the
owners of Franchisee, nor any employee of either Franchusee or the owners of Franchisee 1s named as a
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f
‘ Specially Designated Nationals’ or “Blocked Persons” as designated by the United States Department of the

Treasury s Office of Foreign Assets Control Currently, thus list 1s published under the internet website address
“www treas gov/offices/enforcement/ofac/sdn/” Franchisee 1s neither, directly nor indirectly, owned or
controlled by the government of any country that 1s subject to a Uruted States embargo Nor does Franchusee or
the owners of Franchusee act, directly or indirectly, on behalf of the government of any country that 1s subject to
a United States embargo Franchisee agrees that it will notfy Franchisor in wnting immedately of the
occurrence of any event, which renders the foregoing representations and warranties of this Section incorrect
Franchisee represents that 1t understands and has been advised by legal counsel on the requirements of the
applicable laws referred to above, including the Uruted States Foreign Corrupt Practices Act (currently located
at www usdo] gov/crniminal/fraud/fcpa html), any local foreign corrupt practices laws and the Patriot Act
(currently located at www epic org/pnivacy/terrorism/hr3162 html), and hereby acknowledges the importance to
Franchisor, the System and the parties’ relahonship of their respective comphance with any applicable auditing
requirements and any requirement to report or provide access to information to Franchusor or any government,
that 1s made part of any applicable law Franchisee shall take all reasonable steps to requre 1ts consultants,
agents and employees to comply with such laws prior to engaging or employing any such persons

D Modification Except for Section 15 C, Franchisor shall have the nght, in its sole discretion, to
reduce the scope of any covenant in this Section 15 effechive immediately upon Franchisee s receipt of written
notice, and Franchisee agrees that 1t shall comply forthwith with any covenant as so modified, which shall be
fully enforceable notwithstanding the provisions of Sechon 24 E

16 TERMINATION

A Right to Cure Except as otherwise provided in thus Agreement, Franchisee shall have thirty
(30) days after wntten notice of default from Franchisor within which to remedy any default under this
Agreement and provide evidence of that remedy to Franchusor If any such default 1s not cured within that time,
this Agreement shall terminate without further notice to Franchusee effective immediately upon expiration of
that hme, unless Franchisor notifies Franchisee otherwise in wniting Notwithstanding the foregoing, if the
default cannot be corrected within thurty (30) days, Franchisee shall have such additional ttme to correct the
default as reasonably required (not to exceed ninety (90) days) provided that Franchisee begins takmg the
actions necessary to correct the default duning the thirty (30) day cure peniod and diligently and in good faith
pursues those actions to completion Franchisee will be 1n default under this Agreement for any fa11ure to
comply with any of the matenal requirements imposed by this Agreement, the Manuals or otherwise in wntmg,
or to carry out the terms of this Agreement 1n good faith

B Payment of Money Notwithstanding the provisions of preceding Section 16 A, 1f Franchisee
defaults 1n the payment of any mornies owed to Franchisor when such momies become due and payable and
Franchusee fails to pay such morues within ten (10) days after receiving wntten notice of default, then thus
Agreement will terminate effecive 1immediately upon expiration of that time, unless Franchisor notifies
Franchisee otherwise in writing

C Multiple Notices If Franchisee has received two (2) or more notices of default within the
preceding twelve (12) months, Franchisor shall be entitled to send Franchisee a notice of termination upon
Franchusee’s next default within that twelve (12) month period without providing Franchisee an opportur]uty to

remedy the default l

¢
D Improper Inventory If Franchisee fails to purchase and maintamn n inventory such types and
quantities of propnetary products and non-proprietary products as are needed to meet reasonably anticipated
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consumer demand and/or 1if Franchusee purchases proprietary products or non-proprietary products from any
supplier other than Franchisor or 1its designees or approved suppliers, and Franchisee fails to cure such defaults
within three (3) days after receiving notice to do so from Franchusor, Franchisee shall be deemed to be 1n default
and Franchisor may, at its option, terminate this Agreement and all nghts granted under this Agreement

E Applicable Law If any valid, apphcable law or regulaton of a competent governmental
authority wath jurisdiction over thus Agreement requires a notice or cure period prior to termination longer than
set forth 1n this Section, this Agreement will be deemed amended to conform to the mmmimum notice or cure
period required by the applicable law or regulation

F Intenm Management To protect the System, the Marks, the La Salsa® Trade Secrets, ahd the
goodwnll associated with the same, after Franchisor has given Franchisee wrtten notice that Franchusee 1s mn
default, Franchusor may (but 1s not obligated to) assume intertm management of the Restaurant during the
pendency of any cure period or in heu of immediately terminating this Agreement If Franchusor elects to
assume interim management of the Restaurant (1) Franchisor’'s elechon will not reheve Franchisee of
Franchisee s obligations under this Agreement, (1) Franchisor will not be hable for any debts, losses, costs or
expenses incurred in the operation of the Restaurant during any such intenm management period, (i)
Franchusor will have the night to charge a reasonable fee for the management services, and (1v) Franchusee agrees
to, and hereby does, indemmfy and hold Franchisor harmless against any and all claims, demands, judgments,
fines, losses, labilities, costs amounts paid in settlement and reasonable expenses (including, but not hmted to
attorneys’ fees) incurred 1n connection with the intennm management of the Restaurant, other than those ansing
solely from the gross negligence or willful misconduct of Franchisor

G Otherwise Incurable Default

Notwithstanding the provisions of Section 16 A 1f Franclusee shall Default in any obligation under this
Agreement or any other agreement between Franchisee and Franchisor, which by 1its nature 1s not capable of
being cured by Franchisee, such default shall be deemed incurable and this Agreement shall termmnate
immediately upon notice by Franchusor

17 OBLIGATIONS ON TERMINATION OR EXPIRATION

To protect the System, the Marks, the La Salsa® Trade Secrets, and the goodwill assoaated with the
same, upon termination or expiration of this Agreement

A Payment Franchisee immediately shall pay Franchisor, and its affihates, all sums due and
owing Franchisor, or its affiliates, pursuant to this Agreement

B Return Matenals Franchisee promptly shall return to Franchusor the Manuals, any copies of
the Manuals and all other matenals and information furrushed by Franchisor

C Covenants Franchisee shall continue to abide by the applicable provisions of Section 15

D Discontinue Use Franchisee immediately shall discontinue all use of the Marks and of any and
all items bearing the Marks, remove the Marks from clothing, signs matenals, motor vehicles and other items
owned or used by Franchisee in the operation of the Restaurant, cancel all advertising for the Restaurant that
contamns the Marks (including telephone directory histings), and take such action as may be necessary to cancel
any filings or registrations for the Restaurant that contain any Marks
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E Alterations Franchisee promptly shall make such alteratons and modifications t[o the
Franchised Location as may be necessary to dearly disttnguish to the public the Franchised Location from its
former appearance and also make those speafic additional changes as Franchisor may request for that purpose

F Evidence of Compliance Franchisee shall furnush Franchisor, within thurty (30) days after the
effective date of termination or expiration, evidence reasonably satisfactory to Franchisor of Frandlusees
compliance with Sections 17 A through 17 E

G Other Busmness Franchisee shall not, except with respect to another restaurant licensed by
Franchusor, or 1ts affihates (1) operate or do business under any name or in any manner that might tend to give
the public the impression that Franchisee 1s connected in any way with Franchisor or 1ts affiliates, or has any
right to use the System or the Marks, or (1) make use or avail itself of any of the materials or information
furmshed or disclosed by Franchisor, or 1ts affihates, under this Agreement or disclose or reveal any such
materials or nformation or any portion thereof to anyone else, or (1) assist anyone not licensed by Franchisor,
or 1its affiliates, to construct or equap a foodservice outlet substantially similar to a La Salsa® Restaurant

H Damages In addition to the foregoing, Franchisee shall pay Franchisor, within thirty (30) days
following the date of termination, an amount equal to the product of two (2) multiplied by the total royalty fees
paid (or if unpaid, payable) by Franchisee during the twelve (12) months immediately preceding the effective
date of termination to account for the actual damages that Franchusor shall suffer as a resuit of the termination
of this Agreement during the two (2) year period that Franchusor eshmates will expire while Franchisor searches
for a replacement franchusee for the Restaurant or for a replacement restaurant in the trade area of the
Restaurant In this regard, Franctusor and Franchisee acknowledge and agree that 1t would be impossible and
umpracticable to determine the precise amount of damages Franchusor will incur upon the termination of this
Agreement due to the complications inherent in determirung the amount of revenue lost by Franchisor because
of the uncertainty regarding the number of months that will expire while Franchusor searches for a replacement
franchisee for the Restaurant or for a replacement restaurant in the trade area of the Restaurant Franchisor and
Franchusee further acknowledge and agree that this calculation of Franchisor's potential damages 1s a
reasonable good-faith eshmate of such damages If Franchusor 1s unable to make this calculation because of
Franchusee s failure to report the Gross Sales of the Restaurant, Franchisor may estimate the Gross Sales of the
Restaurant for the applicable period based upon the histoncal finanaal information available to Franchisor at
such ime

18 OPTION TO PURCHASE |

Upon the expiration or termination of thus Agreement for any reason, Franchisor shall give written
notice to Franchisee, within ten (10) days after the effechve date of termunation or expiration, if Franchisor
intends to exercise 1ts option to purchase from Franchisee the equipment and/or the non-perishable inventory
used 1n the Restaurant Franchisor shall have the unrestricted right to assign thus option to purchase:z The
purchase price for the inventory shall be the price paid by Franchisee The purchase price for the equipment
shall be 1ts fair market value, determuned as of the effecttve date of purchase in a manner that accounts for
reasonable depreciation and condition of the equipment Franchisor may exclude from the assets purchased 1n
accordance with this Section any equipment or inventory that are not approved as meeting then-current
standards for a La Salsa® Restaurant or for which Franchisee cannot deliver a Bill of Sale 1n a form satisfactory to
Franchisor If Franchisor and Franchisee are unable to agree on the fair market value of the equipment within
thurty (30) days after Franchisee s receipt of Franchisor’s notice of 1ts intent to exercise 1ts option to purchase, the
fair market value shall be determined by one (1) professionally certified appraiser appointed by Franchisor
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19 RELATIONSHIP OF THE PARTIES

It 15 expressly agreed that the parties intend by this Agreement to establish between Franchisor and
Franchisee the relationship of Franchisor and Franchisee It 1s further agreed that Franchusee has no authonty to
create or assume 1n Franchisor s name or on behalf of Franchusor, any oblhigation, express or imphed, or to act or
purport to act as agent or representative on behalf of Franchisor for any purpose whatsoever Neither
Franchisor nor Franchisee 1s the employer, employee agent, partner or co-venturer of or with the other, each
being independent Franchisee agrees that 1t shall not under any aircumstances hold 1tself out as the agent,
representative, employee, partner or co venturer of Franchuisor All employees hired by or workul\g for
Franchisee shall be the employees of Franchisee and shall not, for any purpose, be deemed employees of
Franchisor or subject to Franchisor control, most particularly with respect to any mandated or other insurance
coverage, tax or contributions, or requirements pertaiung to withholdings, levied or fixed by any Governmental
Authonty Franchisee and Franchisor will each file their own tax, regulatory and payroll reports and be
responsible for all employee benefits and workers compensation nsurance payments with respect to their
respective employees and operations, saving and indemnufying the other party to this Agreement of and from
any hability of any nature whatsoever by virtue thereof Franchisee acknowledges and agrees that Franchusor
will not have the power to hure or fire Franchusee s employees Franchusee expressly agrees, and will never
contend otherwise, that Franchisor’s authority under thus Agreement to certify Franchisee s supervisorial or
manageral personnel for quahification to perform certain functions at the Restaurant does not directly or
indirectly vest in Franchisor the power to hire, fire or control any of Franclisee’s personnel Franchisee
alone shall be solely responsible for all hiring and employment decistons and functions relating to the
Restaurant, including, without himitation, those related to hining, finng, traimng, establishing remuneration,
compliance with wage and hour requirements, personnel policies, benefits, recordkeeping, supervision and
disapline of employees, regardless of whether Franchisee has received advice from Franchisor on these subjects
or not Franchisee acknowledges and agrees that any guidance Franchuisee receives from Franchisor regarding
employment pohaes should be considered as examples that Franchisee alone 1s responsible for establishing
and implementing its own employment policies, and that Franchisee understands that Franchisee should do so
n consultation with local legal counsel expenenced in employment law Neither shall have the power to bind or
obligate the other except specifically as set forth in this Agreement Franchusor and Franchisee agree that the
relationship created by this Agreement 1s one of independent contractor and not a fiduaary relationship

20 INDEMNIFICATION !

A Indemnuity by Franchisee Franchisee shall protect, defend and indemmify Franchisor, and all of
1ts past, present and future owners, affiliates, officers, directors, employees, attorneys and designees, and each
of them, and hold them harmless from and agamnst any and all costs and expenses, including attorneys fees,
court costs, losses, iabilities, damages, claims and demands of every kind or nature on account of any actual or
alleged loss, injury or damage to any person or Entity or to any property arising out of or m connection with
Franchusee s development, construchon or operation of the Premuses, or the Restaurant pursuant to this
Agreement, except to the extent caused by Franchisor s intentional misfeasance gross negligence or material
default of 1ts obhigations under this Agreement |

B Indemnity by Franchisor Franchisor shall protect, defend and indemmfy Francluslee, 1ts
owners affilates, officers, directors, employees and attorneys and each of them, from any hability or damage
any of them may incur including reasonable attorney s fees, as a result of thurd party claims, demands, costs or
judgments of any kind or nature, ansing out of Franchisor’s intentional musfeasance, gross negligence or
material breach of its obligahons under this Agreement, except to the extent caused by the intentional
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musfeasance, gross negligence or matenial breach by Franchusee (or any of 1ts owners, affiliates, officers,
directors, employees or attorneys) of obhigations under this Agreement ‘

C Procedures Each party entitled to indemmification under thus Agreement shall give the
indemmfying party prompt wntten notice of any claim for which the indemmnfied party demands indemmnty
(provided that such oblhigation shall not constitute a condition to the indemnufying party s indemmnfication
obligation unless the indemnifying party has been matenally harmed by such delay) Franchusor shall retain the
full nght and power to direct, manage, control and settle the hihgation of any claam Each indemmified party
shall submit all indemmnifiable claims to 1ts msurers in a timely manner Any payments made by an indemmified
party shall be net of benefits recetved by any indemnified party on account of imnsurance 1 respect of such
claims

21 CONSENTS, APPROVALS AND WAIVERS

Whenever this Agreement requires the prior approval or consent of either party, the other party shall
make a timely written request therefor, and any approval or consent received, 1n order to be effechve and
binding, must be obtamned in wnihing No failure of either party to exerase any power reserved to 1t by this
Agreement or to msist upon strict comphance by the other party with any obhgation or condibion under this
Agreement, and no custom or practice of the parhes at variance with the terms of this Agreement, shall
consttute a waiver of a party’s right to demand exact compliance with any of the terms of this Agreement
Subsequent acceptance by either party of any payments due to 1t under this Agreement shall not be deemed to
be a waiver by either party of any preceding breach by the other party

22 NOTICES

Except as otherwise expressly provided in this Agreement, all written notices and reports pernutted or
required to be delivered by the parties pursuant to this Agreement shall be deemed so delivered at the time
delivered by hand, one (1) business day after electronic transmission (with confirmation copy sent by regular
United States mail), or three (3) business days after placement in the United States mail by Registered or
Certified Mail, Return Receipt Requested postage prepaid and addressed as follows

If to Franchisor La Salsa Franchise, LLC l
320 Commerce, Suite 100
Irvine, Cahiforrma 92602
Attention Charles Rink, Chief Executive Officer
Facsimile No (949) 270 8901

With a copy (whuch shall not constitute notice) to

Barry Kurtz, Esq
Lewitt, Hackman, Shapiro, Marshall & Harlan
16633 Ventura Boulevard, 11th Floor
Encino Califorria 91436
Facsimile No (818) 9814764
If to Franchisee

Attention
Facsimile No
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|
Any party may change his or its address by giving ten (10) days prior written notice of such change to all| other
parties |

23 DISPUTE RESOLUTION

A Arbitration Except as provided in Section 23B of this Agreement and except as precluded by
Applicable Law, any controversy or claim between Franchisor and Franchisee ansing out of or relating to thus
Agreement or any alleged default under this Agreement, including any 1ssues pertaiung to the arbitrability of
such controversy or claim and any claim that this Agreement or any part of this Agreement 1s invalid, illegal, or
otherwise voidable or void, shall be submutted to binding arbitration conducted before and 1n accordance with
the Commeraal Rules of the American Arbitration Assoaation (“AAA ‘), by one arbitrator selected by
Franctusor and Franchisee 1n accordance with said rules Judgment upon any award rendered may be entered
in any Court having jurisdiction thereof Except to the extent protubited by Applicable Law, (1) the proceedings
shall be held in Orange County, Califorrua, (u) all arbitration proceedings and claims shall be filed and
prosecuted separately and individually in the name of Franchisee and Franchisor, and not 1n any representative
capacity, and shall not be joined or consolidated, or otherwise filed concurrently 1n the same proceeding, with
claims asserted by or against any other licensee franchisee or area developer, and (in) the arbitrator shall have
no power or authonty to grant pumtive or exemplary damages as part of its award The party mitiating a'claim
or counterclaim 1n any arbitration proceedings shall pay all filing fees related thereto In no event may the
material provisions of this Agreement, or any anallary agreement executed 1n connection with this Agreement,
including, but not hmted to the method of operation authornized product line sold or monetary obligations
specified 1n this Agreement, amendments to this Agreement or in the Manuals be waived, modified or changed
by the arbitrator at any arbitration heaning The substantive law applied 1n such arbitration shall be as provided
in Section 23 E of this Agreement The arbitration and the parties agreement to arbitrate shall be deemed! to be
self-executing, and if either party fails to appear at any properly-noticed arbitrahon proceeding, an award may
be entered against such party despite said failure to appear The arbitral deasion shall be binding and
conclusive on the parties A judgment confirming the award may be given by any Califorria court having
junsciction, or that court may vacate, modify, or correct the award in accordance with the prevailing provisions
of the Califormua statute governing arbitration All 1ssues relating to arbitrability or the enforcement of the
agreement to arbitrate contamned 1n this Agreement shall be governed by the Federal Arbitration Act (9 USC §
1 et seq), notwithstanding any provision of thus Agreement speafying the state law under which thus
Agreement shall be governed and construed The parties agree to be bound by the provisions of the hmitations
on the period of time 1n which claims must be brought under Apphcable Law or this Agreement whichever
expires earlier The parties further agree that, in connection with any arbitration proceeding conducted under
this Agreement, each party must submut or file any claim which would constitute a compulsory counterclaim
(as defined by Rule 13 of the Federal Rules of Civil Procedure) within the same proceeding as the claim to which
1t relates  Any such claim which 1s not submutted or filed as described above shall be forever barred

B Exceptions to Arbitration The arbitration provision in 23A of this Agreement shall not apply
to (1) any action for mjunctive or other provisional relef, including, but not hmited to, enforcement of hens,
security agreements, or attachments, which a party deems to be necessary or appropnate to compel the other
party to comply with its obhgations under this Agreement, or (u) any action Franchisor deems to be necessary
or approprate to protect the Marks and Trade Secrets of Franctusor Any clam or dispute involving or
contesting the validity of any of the Marks shall not be subject to arbitration
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C Other Remedies Nothing in this Article 23 shall prejudice the right of any party to obtain
provisional rehef or other equitable remedies from a court of competence junsdichon as shall otherwise be

available under applicable law :

D Mediaion Notwithstanding anything to the contrary 1n Section 23 A, before either party may
irutate any arbitration proceeding as described above (other than swuits described in Section 23 C), Franchisor
and Franchusee pledge to attempt first to resolve any Dispute pursuant to mediation conducted in accordance
with the Commercial Mediation Rules of the AAA unless the Franchusor and Franchisee agree on alternative
rules and a mediator within fifteen (15) days after erther party first gives notice of mediation Mediation shall
be conducted in Orange County, Califorrua, and shall be conducted and completed within forty-five (45) days
following the date either party first gives notice of mediation unless otherwise agreed to in wntng by
Franchisor and Franchusee If the parties fail to complete mediation within the forty-five (45) day penod, elther
Franchisor or Franchisee may 1ritate an arbitration in accordance with Section 23 A The fees and expenses of
the mediator shall be shared equally by Franchisor and Franchisee The mediator shall be dlsquahﬁed as a
witness, expert or counsel for any party with respect to the Dispute and any related matter Mediation 1s a
compromuse negotiation and shall constitute privileged commurucations under Califorrua and other applicable
laws The entire mediation process shall be confidential and the conduct, statements, promuses, offers, views
and opiruons of the mediator and Franchisor and Franchisee shall not be discoverable or admussible in any, legal
proceeding for any purpose, provided, however, that evidence which 1s otherwise discoverable or admussible
shall not be excluded from discovery or admussion as a result of its use in the mediation Notwithstanding
anything to the contrary set forth in this Agreement, any party that fails to reasonably cooperate in scheduling
and completing a mediaton within forty-five (45) days after giving or receiving notice thereof shall be
precluded from recovering costs, expenses, and/or prevailing party attorneys fees in any subsequent arbitration
or other legal proceeding

E Exceptions to Mediation The mediation provision m Section D shall not apply to any action
for mmjunctive or other provisional rehef, including, without limitation, enforcement of liens, securnty
agreements, or attachment, as Franchisor deems to be necessary or appropnate to compel Franchisee to comply
with Franchisee s obligations to Franchisor and/or to protect the Marks Any claim or dispute mvolvmg or
contesting the validity of any of the Marks shall not be subject to mediation ‘

F Governing Law This Agreement shall be governed by and construed in accordance th!h the
laws'of the State of Califorrua, except for the provisions in of Section 15 which shall be governed by the laws of
the state in which the Restaurant operated under this Agreement 1s located In the event of any conflict of law,
the law of Cahforrua shall prevall without regard to the application of California confhict of law rules If,
however, any provision of this Agreement would not be enforceable under the laws of Califorma and if the
Restaurant 1s located outside of Califorrua and such provision would be enforceable under the laws of the state
in which the Restaurant 1s located, then such provision shall be interpreted and construed under the laws of that
state Nothing 1n this Section 23 E 1s mtended by the Parties to subject this Agreement to any franchise or
simular law, rule or regulation of any state to which 1t would not otherwise be subject |

+

t
1

G Survival The terms of this Section 23 shall survive termination, expiration or cancellation of
this Agreement

24 MISCELLANEOUS PROVISIONS
A Waiver and Delay No waiver by Franchisor of any default or series of defaults in performance

by Franchusee, and no failure, refusal or neglect of Franchisor to exercise any right, power or option given to 1t
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under thus Agreement or under any other franchise or hicense agreement between Franchisor and Franchisee,
whether entered into before, after or contemporaneously with the execution of this Agreement (and whether or
not related to the Restaurant) or to insist upon stnict comphance with or performance of Franchisee s obligations
under this Agreement, any other franchuse or license agreement between Franchisor and Franchisee, whether
entered mnto before, after or contemporaneously with the execution of this Agreement (and whether or not
related to the Restaurant) or the Manuals, shall constitute a warver of the provisions of this Agreement or the
Manuals with respect to any subsequent default thereof or a waiver by Franchisor of its right at any time
thereafter to require exact and strict comphance with the provisions thereof Franctusor will consider written
requests by Franchisee for Franchisor s consent to a waiver of any obhgation imposed by this Agreement
Franchisee agrees, however, that Franchisor 1s not required to act uruformly wath respect to waivers, requests
and consents as each request will be considered on a case-by-case basis and nothing shall be construed to
require Franchisor to grant any such request Any waiver granted by Franchisor shall be without prejudice to
any other nghts Franchisor may have, will be subject to continung review by Franchisor, and may be revoked
i Franchusor s discretion, at any time and for any reason, effective upon ten (10) days prior wntten notice to
Franchusee Franchusor makes no warranties or guarantees upon which Franchisee may rely, and assumes no
hability or obligation to Franchisee by providing any waiver, approval, acceptance, consent, assistance or
suggestion to Franchisee in connection with this Agreement or by reason of any neglect, delay or demial of any
request

B Survival of Covenants The covenants contained in this Agreement whuch, by therr natLre or
terms, require performance by the parties after the expiration or termunation of this Agreement shall be
enforceable notwithstanding said expiration or other termination of this Agreement for any reason whatsoever

C Successors and Assigns, Benefit This Agreement shall be binding upon and inure to the
benefit of the successors and assigns of Franchisor and Franchisee and 1ts or their respective heirs, executors,
admurustrators, successors and assigns, subject to the restrictions on Assignment contained 1n this Agreement
This Agreement 1s for the benefit of the parties only, and 1s not intended to and shall not confer any nights or
benefits upon any person who 1s not a party to this Agreement

D Joint and Several Liability If Franchisee consists of more than one (1) person or Entity, or a
combination thereof, the obligations and habilities of each such person or entity to Franchisor are joint and
several, and such person(s) and/or Entities shall be deemed to be a general partnershup

E Entire Agreement This Agreement and the Manuals contain all of the terms and condlxtlons
agreed upon by the parties to this Agreement with reference to the subject matter of this Agreement No 'other
agreements oral or otherwise shall be deemed to exist or to bind any of the parties to this Agreement and all
pnor agreements, understandings and representations are merged 1n this Agreement and superseded hereby
Franchisee represents that there are no contemporaneous agreements or understandings relating to the subject
matter of this Agreement between the parties that are not contained 1n this Agreement No officer or employee
or agent of Franchisor has any authornty to make any representation or promise not contaned in thus Agreement
or 1n any Disclosure Document for prospective Franchisees required by applicable law, and Franchusee agrees
that 1t has executed this Agreement without reliance upon any such representation or promse Thus Agreement
cannot be modified or changed except by written instrument signed by all of the parties to this Agreement
Notwithstanding the foregoing, nothing 1n this Agreement 1s intended to disclaim representations Franchisor
made to Franchisee in the Franchise Disclosure Document or in any related document that Franchisor
previously furnished to Franchisee
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F Titles for Convenience Artcle and Section titles used 1n this Agreement are for converuence
only and shall not be deemed to affect the meaning or construction of any of the terms, provisions, covenants or
conditions of this Agreement

G Gender and Construction The terms of all Extubits to this Agreement are hereby incorporated
mto and made a part of this Agreement as if the same had been set forth in full in this Agreement All terms
used 1n any one number or gender shall extend to mean and include any other number and gender as the facts
context or sense of this Agreement or any arhicle or Section of this Agreement may require As used 1n this
Agreement, the words ‘ include, “includes or “including” are used 1n a non-exclusive sense Unless otherwise
expressly provided in this Agreement to the contrary, any consent, acceptance, approval or authorization of
Franchisor which Franchisee may be required to obtain under this Agreement may be given or withheld by
Franchisor 1n 1ts sole discrehon To protect the System, the Marks, the La Salsa® Trade Secrets, and the goodwaill
assocated with the same, on any occasion where Franchisor 1s required or permutted under this Agreerﬁent to
make any judgment, deterrmunation or use 1its discrehon, including any decision as to whether any condition or
arcumstance meets Franchisor s standards or satisfaction, Franchisor may do so in 1ts sole subjective judgment
and discrehon Neither this Agreement nor any uncertainty or ambiguity 1n this Agreement shall be construed
or resolved against the drafter of this Agreement whether under any rule of construction or otherwise On the
contrary, this Agreement has been reviewed by all parties and shall be construed and mterpreted according to
the ordinary meamung of the words used so as to fairly accomplish the purposes and intentions of all parties to
this Agreement Franchusor and Franctusee intend that 1f any provision of this Agreement 1s susceptible to two
(2) or more constructions, one (1) of which would render the provision enforceable and the other or others of
which would render the provision unenforceable, then the provision shall be given the mearung that renders 1t
enforceable

H Severability Nothing contained 1n this Agreement shall be construed as requiring the
commussion of any act contrary to law  Whenever there i1s any conflict between any provisions of this
Agreement or the Manuals and any present or future statute, law ordinance or regulation contrary to which the
parhes have no legal nght to contract, the latter shall prevail, but in such event the provisions of this Agreement
or the Manuals thus affected shall be curtailed and hmited only to the extent necessary to bring 1t withun the
requirements of the law If any part, article, section, sentence or clause of thus Agreement or the Manuals shall
be held to be indefinite, invalid or otherwise unenforceable, the indefinute, invalid or unenforceable provision
shall be deemed deleted and the remaining part of this Agreement shall continue n full force and effect

I Counterparts and Electronic Transmission, Electronic Signatures This Agreement may be
executed 1n any number of counterparts, each of which shall be deemed to be an ongmnal and all of which

together shall be deemed to be one and the same mstrument Copies of this Agreement with signatures that
have been transmitted by email or by facsimule shall constitute and be deemed original copies of this Agreement
for all purposes provided that the copies are fully executed, dated and 1dentical 1n form to the origmnal hard
copy version of this Agreement In addition, this Agreement and all Exhibits to this Agreement may be signed
electronically by the Parties and electromic signatures appearing on thus Agreement and the Extubits shall be
deemed to be the same as handwntten signatures for the purposes of the vahdity, enforceabiity and
admussibility of this Agreement and the Extubits

J Fees and Expenses If any party to this Agreement shall bring any arbitration, action or other
proceeding for any rehef against the other, declaratory or otherwise, ansing out of thus Agreement, the losing
party shall pay to the prevailing party a reasonable sum for attorney fees and costs incurred 1n bringing or
defending such arbitration, achion or other proceeding and/or enforcing any judgment granted therein, all of
which shall be deemed to have accrued upon the commencement of such arbitration action or other proceeding

1

1
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and shall be paid whether or not such action or proceeding 1s prosecuted to final judgment Any judgment or
order entered in such action or proceeding shall contamn a specific provision providing for the recovery of
attorney fees and costs, separate from the judgment, incurred mn enforang such judgment The prevailing party
shall be determined by the tnier of fact based upon an assessment of which party’s major arguments or positions
taken mn the proceedings could fairly be said to have prevailed over the other party’s major arguments or
posttions on major disputed 1ssues For the purposes of this Section, attorney fees shall include, without
hmutation, fees incurred in the following (1) post-judgment motions, (u) contempt proceedings, (1)
garmshment, levy and debtor and third party examinations, (iv) discovery, and (v) bankruptcy higation Thus
Section 1s intended to be expressly severable from the other provisions of this Agreement, 1s intended to survive
any judgment and 15 not to be deemed merged into the judgment

K General Franclusee acknowledges that Franchisee has carefully read this Agreement and all
other related documents to be executed concurrently or in conjunction with the execution of this Agreement,
that Franchisee has obtained the adwvice of counsel in connection with entering into thus Agreement, that
Franchusee understands the nature of this Agreement, and that Franchisee intends to comply herewith and be
bound hereby Franchisor expressly disclaims making, and Franchisee acknowledges that Franchisee has not
received or rehed on any warranty or guarantee, express or implied, as to the potental volume, profits,
expenses or success of the business venture contemplated by this Agreement

L Independent Investigation Franchisee acknowledges that Franchisee has conducted an
independent 1nvestigation of the business franchised under this Agreement, recognizes that the business
venture contemplated by this Agreement involves business nisks, and that 1ts success will be largely dependent
upon the ability of Franchisee and if an entity, its owners, as independent busmesspersons Franchisor
expressly disclaims the making of and Franchusee acknowledges that 1t has not received, any warranty or
guarantee, express or imphed, as to the potential volume, profits or success of the busmness venture
contemplated by this Agreement [

i

M Opportunity to Consult Franchisee acknowledges that it has read and understood this
Agreement, the Exhibits to this Agreement, and agreements relating thereto, if any, and that Franchisor has
accorded Franchisee ample time and opportunity to consult with advisors of Franchusee’s own choosmglabout
the potential benefits and nisks of entering into thus Agreement

[

N Exclusive Remedy In no event shall Franchisee make any claim for money damages based on
any claim or assertion that Franchisor has unreasonably withheld or delayed any consent or approval under this
Agreement Franchisee warves any such claim for damages Franchisee may not claam any such damages by
way of setoff, counterclaim or defense Franchusee s sole remedy for the claim will be an action or proceeding to
enforce the provisions of this Agreement, for speafic performance or for declaratory judgment

o Atypical Terms Franchisee acknowledges and agrees that Franchisor may modify the offer of
its Franchises to other La Salsa® Franchisees in any manner and at any time, which offers have or may have
terms, conditions and obligations which may differ from the terms, conditions and obligatons in this
Agreement Franchisee further acknowledges and agrees that Franchusor has made no warranty or
representation that all Franchise Agreements previously 1ssued or 1ssued after this Agreement by Franchusor do
or will contain terms substantally sumular to those contained in this Agreement Franchisor may, in its
reasonable business judgment and 1ts sole and absolute discreton due to local busmness conditions or
otherwise waive or modify comparable provisions of other Franchuse Agreements previously execut'ed or
executed after the date of this Agreement with other La Salsa® Franchisees 1n a non-uruform manner

(Signature Page Follows) [
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IN WITNESS WHEREOF, the parties of this Agreement have executed this Agreement as of the date
first shown above

FRANCHISOR !

LA SALSA FRANCHISE, LLC,
A Delaware hmited Liability company ‘

By

Charles Rink, Its Chuef Executive Officer

FRANCHISEE
[ JA____ corporation,
[ 1A hmuted hability company
[ 1A general partnership !
[JA___  hmited partnership
[ 1 Anindividual
[ ] Other (speafy)
By
Name
Tatle , and Individually
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LA SALSA FRANCHISE, LLC
EXPRESS RESTAURANT FRANCHISE AGREEMENT

EXHIBIT A

1 Address of the Faality (Sechion 1 A)

2 Full Menu or Limited Menu (Section 1 A)

3 Menu Items, 1f Limited Menu Restaurant (Section 1 A)

4 Other Businesses Operated by Franchisee at the Facility (Sections 1 A and 15 B)

5 Opening Policy (Section 10 E)

FRANCHISOR

LA SALSA FRANCHISE, LLC,

A Delaware limited hability company

By

Charles Rink, 1ts Chief Executive Officer

FRANCHISEE
[ 1A corporation,
[ 1A limited hability company,
[ 1A general partnership
[ 1A himuted partnership,
[ ] Anindividual
[ ]} Other (speafy)

By

Name

Title , and Individually
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LA SALSA FRANCHISE, LLC
EXPRESS RESTAURANT FRANCHISE AGREEMENT

EXHIBIT B
FLOOR PLAN
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LA SALSA FRANCHISE, LLC
EXPRESS FRANCHISE AGREEMENT
EXHIBIT C
ENTITY INFORMATION

If Franchusee 1s an Entity, Franchisee represents and warrants that the following information 1s accurate
and complete 1n all matenal respects

1) Franchusee 1s a (check as applicable)
[ ] corporation
[ 1himited hability company
[ ] general partnershup
[ ] hmuted partnership
[ ] Other (specify)

State of incorporation/orgamzation

Name of entity

2) Franchusee shall prowvide to Franchisor concurrently with the execution of thus
Agreement true and accurate copies of 1its charter documents including Articles of Incorporation, Bylaws,
Operating Agreement, Partnershup Agreement, resolutions authonzing the execution of this Agreement and any
amendments to the foregoing (collectively the “Entity Documents”)

3) Franchisee promptly shall provide such additional information as Franchusor may from
time to time request concerning all persons who may have any direct or indirect, finanaal interest 1n
Franchisee

4) The name and address of each of Franchisee's Owners, members, or general and
hmuted partners
NUMBER OF ‘
SHARES OR |
PERCENTAGE '
NAME ADDRESS INTEREST !
(1f applicable) |
1
|
|
|
) There 1s set forth below the names, addresses and titles of Franchisee’s principal officers
or partners who will be devoting their full ime to the Restaurant l‘
NAME ADDRESS TITLE |

{
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(6) The address where Franchisee’s Finanaal Records and Entity Documents (e g, Articles
of Incorporation, Bylaws, Operating Agreement, Partnershuip Agreement, etc) are mamtained 1s

(7) Franchisee represents and warrants to Franchusor, as an inducement to Franchisor’s execution of
the Franchuse Agreement, that the information set forth in this Entity Information Disclosure 1s true, accurate
and complete mn all material respects on the Effective Date and that Franchusee shall provide Franchisor with all
additional information Franchisor may request with respect to the partners, shareholders and members of
Franchisee and the ownership of Franchisee upon demand by Franchisor In addition, Franclusee shall notify
Franchisor within ten (10) days of any change 1n the information set forth 1n thus Entity Information Disclosure
and shall provide Franchisor with a revised Entity Information Disclosure certified by Franchisee to be true,
correct and complete in all matenal respects Franchisor grants Franchusee the rights in the Franchuse Agreement

in rehance upon each and all of the terms of this Entity Information Disclosure

FRANCHISOR

LA SALSA FRANCHISE, LLC,
A Delaware himited hability company

By
Charles Rink, Its Chief Executive Officer

FRANCHISEE
[ ]JA
[ 1A
[ 1A
rla__
[ ] Anindividual
[ ] Other (speafy)

By

Name

Title , and Individually
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EXHIBIT F
LA SALSA FRANCHISE, LLC
FRANCHISE DISCLOSURE DOCUMENT

NON-DISCLOSURE AGREEMENT FOR EMPLOYEES AND INDEPENDENT
CONTRACTORS OF FRANCHISEE



ElESsHlsas

FHRESIAMREXICAH iGHILL

EXHIBIT F

NON-DISCLOSURE AND CONFIDENTIALITY AGREEMENT FOR EMPLOYEES AND INDEPENDENT
CONTRACTORS OF FRANCHISEE

THIS NON-DISCLOSURE AND CONFIDENTIALITY AGREEMENT FOR EMPLOYEES AND
INDEPENDENT CONTRACTORS OF FRANCHISEE (this * Agreement ) 1s made this ___ day of 20_
(the ‘ Effective Date”), by and between ( Franchisee ), on the one hand,
and (‘Reapient ), on the other hand, wath reference to the following facts

A LA SALSA FRANCHISE, LLC, a Delaware hrmted habihty company ( Franchisor ) and its
affiliates have developed the La Salsa® franchise, which 1s a fast-food restaurant business that sells fresh; high
quality Mexican-style food products, uses the trade name La Salsa & which 1s a registered trademark and
service mark (the Proprietary Marks’), and uses the La Salsa® System (the System’), a system of food
production and restaurant operating techruques that are lhicensed to franchusees and 1dentfy the franchised
restaurants with the La Salsa® reputation for quality and service

B The System also includes confidential and proprietary information regarding the System
including without limutation, Franchisor s operations and traiming manuals and any other wntten direchves
related to the System (the Confidential Operations Manual”),Franchisor s operating methods and business
practices, Franchisor’s relationships with 1ts franchusees, the interior and exterior designs Franchisor and 1ts
affilates have developed for La Salsa®restaurants, and other items of trade dress, Franchisor’s speafications for
equipment, fixtures and uruforms Franchisor’s defined product offerings, recipes preparation methods and
speafied pnang and promotons, Franchisor s ownership restrictions, standard operating and admirustrative
procedures and management and technical traiung programs, and Franchisor s marketing and public relations
programs (collectively, the “Confidential Information”) The Propnetary Marks used to i1dentify the System
may be modified by Franchusor, from hime to time Franchusor continues to develop use and control the use of
the Propnetary Marks in order to 1dentify for the public the source of services and products marketed under the
Propnetary Marks and the System and to represent the System’s huigh standards of quality, appearance and
service

C Franchisor and Franchisee have entered mnto a Franchise Agreement under which Franchisor
has granted Franchisee the night to own and operate a La Salsa® restaurant (the ‘ Restaurant ) and to use the
System, the Proprietary Marks, the Confidential Operations Manual, and the Confidential Information, 1n the
operation of the Restaurant

D Franchisee 1s obligated under 1its Franchuse Agreement with Franchisor to obtain a wntten
agreement from all supervisonal and managenal personnel employed by Franchisee and each independent
contractor engaged by Franchisee who may have access to the Confidenhal Information and who may be the
recipient of the disclosure of the Confidential Information to mamtain the confidentiahty of the Confidential
Information, to obtain the wrntten agreement of all supervisorial and managenal personnel employe|d by
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Franchisee and each independent contractor to not use the Confidential Information other than in the course of
tus or her employment or engagement by Franchisee and to not disclose any of the Confidential Information to
any unauthorized parties duning the pertod of time that he or she 1s providing services for Franchusee and
forever after hus or her employment or engagement by Franchisee ends

NOW, THEREFORE, IT IS AGREED

1 ACKNOWLEDGMENTS OF RECIPIENT I

11 No_Pnor Expenience, Information or Knowledge Prior to his or her employment or
engagement by Franchisee, Recipient had no experience mformation or knowledge whatsoever about the
operation of a fast-food restaurant business that sells fresh high quality Mexican-style food products, the
Restaurant, the System or the Confidential Information Recipient s knowledge of the Confidential Information
was obtaned only from Franchisee following the Effechve Date and only mn the course of Recipient’s
employment or engagement by Franchisee

12 Confidential Information The Confidental Information mcludes all of the items included
elsewhere in this Agreement and, in addition, without hmitation tangible and intangible information (whether
or not 1n electronic form) relating to Franchisor’s business operations, products and services recipes, sources of
matenals and equipment, chent management and other software, data, other content formulations, patterns,
compilations, programs, devices and processes, business relatonships, contact information for industry
professionals, designs, developmental or experimental work and services, improvements, discoveries, plans for
research, potential new or supplemental products and services, websites, advertisements or anallary products
and services, marketing and selling methods and/or plans, business plans, budgets and unpublished financial
statements licenses, prices and costs, vendors, collaborators, current customer and prospective customer names
and addresses, information regarding credit extensions to customers, customer service purchasing histories and
prices charged to customers, customer lists and other customer data, information regarding the skills and
compensation of employees of Franchisor and contractors of Franchisor, designs, drawings, specifications,
source code, object code, documentation, diagrams, flowcharts, research, development, marketing techruques
and materials, trademarks, trade secrets sales/license techruques, nventions, copyrightable matenal,
trademarkable matenal, databases, relationships between Franchisor and other comparues, persons or entities,
knowledge or know-how concerming the methods of operation of the La Salsa® restaurants which may be
commurucated to Reapient, the Confidential Operations Manual, the Proprietary Marks and any 'other
information or maternal considered proprietary by Franchisor, whether or not designated as Confidental
Information by Franchisor Confidental Information also includes the manner in whuch any of the above-
described 1tems may be combined with other information or products or synthesized or used by Franchusor,
Franchisee or Reapient Confidental Information does not include any information that (1) was in the lawful
and unrestricted possession of Reapient prior to 1ts disclosure to Recipient by Franchusee, (1) 1s or becomes
generally available to the public by acts other than those of Reaipient after recerving 1t, (1) has been received
lawfully and in good faith by Recipient from a thurd party who did not derive 1t from Franchisee or Franchisor,
or (1v) 1s shown by acceptable evidence to have been independently developed by Recipient

13 Independent Value The Confidential Information (1) 1s not generally known by the public or
parties other than Franchusor, 1its affiliates 1ts franchisees and Franchisee, (1) derives independent economic
|
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value (actual or potential) from not being generally known to the public or persons unaffiliated with Franchisor
or Franchisee, and (1) 1s the subject of extensive efforts by Franclusor that are reasonable under the
arcumstances to maintamn the secrecy of the Confidential Information, including, without hmtation (1) not
revealing the Confidential Information to unauthorized parties, (1) requiring its franchisees to acknowledge and
agree in wntng that the Confidential Information 1s confidential, (1) requining 1ts franchisees to agree n
writing to mamtam the confidentiality of the Confidential Information, (1v) monutoring electronic access to the
Confidential Information by the use of passwords and other restrichons so that electroruc access ito the
Confidential Information 1s hmited to authorized parties, and (v) requiring its franchisees to return all

|
Confidential Information to Franchisor upon the expiration or terminahon of their Franchise Agreements |

14 Valuable and Propnetary The Confidential Information has been developed by Franchusor, 1ts
founder and their affihates by the investment of time, skll, effort and money and 1s widely recogruzed by the
public, of substanhal value, and 15 propmnetary, confidential and constitutes trade secrets of Franchusor, its
founder and their affihates

2 COVENANTS OF RECIPIENT

Reaipient agrees that so long as Recipient 1s employed or engaged by Franchisee and forever after hus or
her employment or engagement by Franchusee ends

21 Mantain Confidentiality Recipient wall fully and strictly maintain the conﬁdentlahty!of the
Confidential Information will exeraise the highest degree of diligence in safeguarding the Confidential
Information, and will not disclose or reveal the Confidential Information to any person other than Franchusee or
other personnel at the time they are employed by Franchisee in a supervisonal or managenal capacty, or
independent contractors at the ime they are engaged by Franchisee, and will then do so only to the degree
necessary to carry out Reapient s duttes as a supervisonal or managerial employee or independent contractor of
Franchisee

22 No Reproduction or Use Reapient will not directly or indirectly reproduce or copy any
Confidential Information and will make no use of any Confidential Information for any purpose whatsoever
except as may be required while Rectpient 1s employed or engaged by Franchisee and wall then do so only in
accordance with the provisions of this Agreement and only to the degree necessary to carry out Reapient’s
dutes as a supervisorial or managerial employee or ndependent contractor of Franchisee

23 Restrictions Recipient speafically acknowledges and agrees Recipient may receive valuable
speaalized traming and Confidential Information, including, without hmutaton, Confidential Informaton
regarding the operational, sales, promotional, and marketing methods and techmques of Franchisor and the
System which are umique and propnetary to Franchisor, denve independent economic value from not being
generally known to the public and are the subject of Franchusor’s efforts and that are reasonable under the
arcumstances to maintain their secrecy Reapient therefore covenants that while employed or engaged by
Franchisee, Recipient shall not, either directly or indirectly, for lumself or herself, or through, on behalf of, or 1n
conjunction with any person, or legal entity (1) divert or attempt to divert any present or prospective La Salsa®
customer to any competitor by direct or indirect inducement or otherwise, or do or perform, directly or
indirectly, any other act injunious or prejudicial to the goodwill associated with the Proprietary Marks and the
System, (1) employ or seek to employ any person who 1s or has been within the previous thirty (30) days
employed by Franchusor, Franchisee or an affihate of Franctusor or Franchisee as a supervisorial or managenal
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employee, or otherwise directly or indirectly induce the person to leave his or her employment or (in) own
(either beneficially or of record), engage in or render services to, whether as an investor, partner, lender,
director, officer, manager, employee, consultant, representative or agent, any business that offers fresh high
quality Mexican-style food products for sale to the public and any business which looks like, copies, imtates, or
operates a business similar to a La Salsa® restaurant

24 Thard Party Beneficiary Franchisor is, and shall be and remain, a third party beneficiary of this
Agreement and will have the independent night to enforce the terms of thus Agreement

3 GENERAL TERMS ‘

31 Injunction Recipient recoghizes the uruque value and secondary meaning attached :to the
Confidential Information and the elements of the System and agrees that Recipient s noncomphance with the
terms of this Agreement or any unauthorized or improper use of the Confidental Information by Reapient will
cause 1rreparable damage to Franchisor and 1ts franchisees Recipient therefore agrees that if Reapient should
engage 1n any unauthorized or improper use or disclosure of the Confidential Information, Franchusor and
Franchisee, independently, will be entitled to both permanent and temporary mjunctive relief from any court of
competent jurisdiction without notice or the posting of any bond, to prevent any unauthorized or 1mpropler use
or disclosure of the Confidential Information 1n addition to any other remedies prescribed by law Due to the
irreparable damage that would result to Franchisor and Franchisee from any violation of this Agreement,
Reapient acknowledges and agrees that any claim Reapient believes he or she may have agamnst Franchisor or
Franchisee will be deemed to be a matter separate and apart from Reaipient’s obligations under this Agreement
and will not entitle Recipient to violate or justify any violation of the provisions of this Agreement

32 Heirs and Successors, Entire Agreement This Agreement shall be binding upon and inure to
the benefit of the parties, their heirs, successors and assigns This Agreement represents the entire
understanding between the parties regarding the subject matter of this Agreement and supersedes all, other
negotations, agreements, representations and covenants, oral or wntten This Agreement may not be modified
except by a wrtten mstrument signed by Franchisee, Recrpient and Franchisor that expressly modifies thus
Agreement The parties intend this Agreement to be the entire integration of all of their agreements on this
subject of any nature regarding the subject matter of this Agreement No other agreements, representations,
promuses, commitments or the like, of any nature, exist between the parties

33 No Right to Use Propnetary Marks or System This Agreement 1s not a license of any sort, and
does not grant Recipient any nght to use or to license the use of, the Confidential Information, which right 1s
expressly reserved by Franchusor

|

34 Waiver and Validity Failure by Franchusor to enforce any rights under this Agreement shall
not be construed as a waiver of such nghts Any waiver, including a waiver of default in any one instance, shall
not conshtute a continuing waiver or a waiver in any other instance Any mvahdity of any portion of this
Agreement shall not affect the vahdity of the remaining portions and unless substantial performance of this
Agreement 1s frustrated by any such invalidity, ttus Agreement shall continue 1n full force and effect

35 Headings and Gender The headings 1n this Agreement are for purposes of convenience only
and shall not be used 1n construing the provisions of this Agreement As used 1n this Agreement the male
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gender shall incdlude the female and neuter genders, the singular shall include the plural and the plural the
stngular

36 Attorneys Fees If Franchisor becomes a party to any legal proceedings concerming this
Agreement by reason of any act or ormussion of Recipient, Recipient shall be hable to Franchusor for the
reasonable attorneys fees and court costs imncurred by Franchusor 1n the legal proceedings If any party to this
Agreement commences any legal proceeding against another party ansing out of or in connechon with this
Agreement, the prevaihing party shall be entitled to recover from the other party its reasonable attorneys fees
and costs of swt

37 Cumulative Remedies Any speafic nght or remedy set forth in this Agreement, | legal,
equatable, or otherwise, shall not be exclusive, but shall be cumulative with all other nghts or remedzes set forth
herein or allowed or allowable by law

38 Notices Except as otherwise expressly provided heremn, all wntten notices and reports
pernutted or required to be delivered by the parties under thus Agreement shall be deemed dehivered at the rme
delivered by hand, one (1) business day after transmission by fax or email (with a confirmation copy sent by
regular Unuted States mail), or three (3) days after placement in the Unuted States mail by Registered or Certified
Mail, Return Receipt Requested, postage prepaid and addressed as follows

Any notice or demand to Franchusee shall be given to |

Fax |

With a copy to

La Salsa Franchise, LLC

320 Commerce, Suite 100

Irvine Califorrua 92602

Attention Charles Rink, President '
Facsimile No (949) 270-8901

Any notice or demand to Recipient shall be given to

Fax ‘

Any party may change 1ts address for the purpose of receiving notices, demands and other commurications by
a wntten notice given 1n the manner set forth above to the other party
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39 Governing Law and Venue This Agreement shall be interpreted and construed under the laws
of Califorma If, however, any provision of this Agreement would not be enforceable under the laws of
Califorrua, and if the Restaurant 1s located outside of Califorrua and such provision would be enforceablejunder
the laws of the state in whuch the Restaurant is located, then such provision shall be interpreted and construed
under the laws of that state The parties agree that any action brought by either party against the other in any
court, whether federal or state, shall be brought within the State of Califorrua 1n the county in which Franchisor
has 1ts prinapal place of business at the time the action 1s initiated, or as otherwise selected by Franchisor m 1ts
sole and absolute discretion, and the parhes hereby waive all questions of personal jurisdiction or venue for the
purpose of carrying out this provision

310  Counterparts and Electronic Transmission, Electronic Signatures This Agreement may be
executed 1n any number of counterparts, each of which shall be deemed to be an ongmnal and all of which
together shall be deemed to be one and the same instrument Copies of this Agreement with signatures that
have been transmitted by email or by facsimile shall constitute and be deemed orniginal copies of thus for all
purposes, provided that the copies are fully executed, dated and i1dentical mn form to the original hard copy
version of this Agreement In addition, this Agreement may be signed electrorucally by the Parhies and
electronuc signatures appearing on this Agreement shall be deemed to be the same as handwrntten signatures for
the purposes of the vahdity, enforceability and admissibility of this Agreement

IN WITNESS WHEREOF, the parties have executed this Agreement on the Effective Date

FRANCHISEE RECIPIENT

A

By
Name
Title
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LA SALSA FRANCHISE, LLC
FRANCHISE DISCLOSURE DOCUMENT

EXHIBIT G
CONFIDENTIALITY AGREEMENT

[Date]

THIS CONFIDENTIALITY AGREEMENT (this Agreement’ ) 1s made this __ day of
0__, (the ‘Effective Date ) by and between La Salsa Franchise, LLC, a Delaware limited hability company

( Franchisor'), on the one hand, and , a

( Candidate ), on the other hand, with reference to the followmg facts

A Franchisor and 1ts affibates have developed the La Salsa® franchuse, which is a fast-food
restaurant busmess that sells fresh, high quality Mexican-style food products, uses the trade name La Salsa ®,
which 1s a registered trademark and service mark (the Proprietary Marks' ), and uses the La Salsa® System
a system of food production and restaurant operating techruques that are licensed to franchisees and 1dent1_fy
the franchised restaurants (the “Restaurants’) with the La Salsa® reputation for quahty and service B

1

|
B The La Salsa®* System also includes Franchisor's operating methods and bustness practices,

Franchisor s relationships with its franchisees, the interior and extertor designs Franchisor and 1ts affihates have
developed for La Salsa® Restaurants, and other items of trade dress, Franchisor’s specifications for equipment,
fixtures and uniforms, Franchisor’'s defined product offerings, recipes, preparation methods and spec1f1ed
pricing and promotions, Franchisor’s ownership restrictions, standard operating and admirustrative procedures
and management and technical training programs, and Franchisor’s marketing and public relations programs
The Proprietary Marks used to identfy the System may be modified by Franchisor, from time to time
Franchisor continues to develop, use and control the use of the Proprietary Marks 1n order to 1dentify for the
public the source of services and products marketed under the Propnetary Marks and the System, and to
represent the System s hugh standards of quality, appearance and service

C Franchisor may provide Candidate with confidential and proprietary information regarding the
System prior to granting or dechming to grant Candidate a franchuse Franchisor desires that Candidate mamtain
the confidentiahity of all such confidential and proprietary information on the terms and conditions set forth in
this Agreement

NOW, THEREFORE, IT IS AGREED
1 INCORPORATION OF RECITALS

The reaitals set forth in Paragraph A through Paragraph C above are true and correct and are hereby
mcorporated by reference into the body of this Agreement
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2 CONFIDENTIALITY

21 Confidential Information Candidate acknowledges and agrees that the System 1s comprised of
confidential information that has been developed by Franchisor and its affiliates by the investment of time, skall,
effort and money and 1s widely recogrzed by the public, 1s of substanhal value, and 1s proprietary, confidential
and constitutes trade secrets of Franchisor and 1ts affiliates, and includes, without limitation, tangible and
mtangible information (whether or not 1n electronic form) relating to Franchisor s business operations, products
and services, recipes, sources of matenals and equipment, client management and other software, data, other
content, formulations, patterns, compilations, programs, devices and processes, business relationships contact
information for industry professionals, designs, developmental or experimental work and services,
improvements discovertes, plans for research, potential new or supplemental products and services, websites
advertisements or ancillary products and services, marketing and selling methods and/or plans, business plans,
budgets and unpublished financial statements, licenses, prices and costs, vendors, collaborators, current
customer and prospective customer names and addresses, information regarding credit extensions to
customers, customer service purchasing histonies and prices charged to customers, customer hists and other
customer data, information regarding the skills and compensation of employees of Franchisor and contractors
of Franchusor, designs, drawings, speafications source code, object code, documentation, diagrams, flowcharts,
research, development, marketing techmiques and matenals, trademarks, trade secrets, sales/hicense techmques,
inventions, copyrnightable matenal, trademarkable matenal, databases relahonships between Franchisor and
other comparues, persons or entities, knowledge or know-how concerning the methods of operation of the
Restaurants which may be commurnucated to Candidate, or of which Candidate may be apprised, and any other
formation or matenal considered propnetary by Franchisor whether or not designated as confidental
mformation by Franchasor, that 1s not generally known by the public, or which denves independent economic
value (actual or potential) from not being generally known to the public or persons unaffiliated with Franchisor
or 1ts affihates and whuch 1s the subject of efforts by Franchusor that are reasonable under the arcumstances to
maintain its secrecy and any other information 1n oral, written, graphic or electronic form which, given the
arcumstances surrounding 1its disclosure, would be considered confidential (collectively, the “Confidential
Information ) Confidental Information does not include any information that was in the lawful and
unrestricted possession of Candidate prior to 1ts disclosure by Franchisor, 1s or becomes generally available to
the public by acts other than those of Candidate after receiving it, has been received lawfully and in good faith
by Candidate from a third party who did not denive 1t from Franchusor or Candidate, or 1s shown by acceptable
evidence to have been independently developed by Candidate i

22 Value Candidate acknowledges and agrees the Confidential Information 1s not generally
known by the public or parties other than Franchisor, its affiliates, 1ts franchisees and Candidate, denives
independent economuc value (actual or potential) from not being generally known to the public or pe'rsons
unaffibated with Franchisor, 1ts franchusees or Candidate, and 1s the subject of efforts by Franchusor that are
reasonable under the circumstances to maintain the secrecy of the Confidental Information, including, without
limitation (1) not revealing the Confidential Information to unauthorized parties, (1) requiring 1its franchisees to
acknowledge and agree in writing that the Confidential Information 1s confidential (i) requurng 1its franchisees
to agree m wntng to maintain the confidentality of the Confidential Information, (1v) monutoring electronuc
access to the Confidenhal Information by the use of passwords and other restrictions so that electronic access to
the Confidential Information 1s limited to authorized parties, and (v) requring 1its franchisees to return all
Confidential Information to Franchisor upon the expiration or termination of their Franchise Agreements

2 |
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23 Maintain Confidentiality Candidate speafically acknowledges and agrees that prior to
obtaiming the Confidential Information from Franchusor, Candidate had no expenence, information or
knowledge whatsoever about the operation of a fast-food restaurant business that sells fresh, high quality
Mexican-style food products, the Restaurant or the System and that Candidate s knowledge of the Confidential
Information was obtained solely from Franchisor Candidate shall not, duning the term of this Agreement or
thereafter, communicate divulge, or use for the benefit of anyone else, any mformation that Fraqchsor
considers 1ts trade secrets and/or Confidential Information Candidate shall divulge such Confidential
Information only to such of its employees who must have access to 1t in order to perform their employment
responsibilities

3 GENERAL

31 Injunchion Candidate recogmzes the unique value and secondary meaming attached to the
Confidental Information and the elements of the System and agrees that any noncomplhance with the terms of
this Agreement or any unauthonzed or improper use of the Confidential Information will cause 1rreparable
damage to Franchisor and 1ts franchisees Candidate therefore agrees that if Candidate should engage in any
such unauthorized or improper use of the Confidential Information, Franchisor shall be entitied to both
permanent and temporary injunctive relief from any court of competent junsdiction without notice :or the
posting of any bond, in addition to any other remedies prescribed by law

i

32 Heirs and Successors This Agreement shall be binding upon and inure to the benefit of the

parties, their heirs, successors and assigns

33 Entire Agreement This Agreement represents the entire understanding between the parties
regarding the subject matter of this Agreement and supersedes all other negohations, agreements,
representations and covenants, oral or wrntten This Agreement may not be modified except by a wntten
mstrument signed by Franchisor and Candidate that expressly modifies this Agreement The parties intend this
Agreement to be the entire integration of all of their agreements on this subject of any nature regarding the
subject matter of this Agreement No other agreements, representations, promuses, commitments or the like, of
any nature, exist between the parties

34 No Warranthies Candidate acknowledges and agrees that Franchusor has made no promuses,
representations or warranties to Candidate that are inconsistent with the terms of thuis Agreement or
Franchisor s Franchise Disclosure Document concerrung the profitabihity or likehhood of success of the
franchised business, that Candidate has been informed by Franchusor that there can be no guaranty of success 1n
the franchised business and that Candidates business abihty and aptitude 1s primary in determimng his
success

35 No Right to Use the System or the Propnietary Marks This Agreement 1s not a Franchise
Agreement or a license of any sort, and does not grant Candidate any nght to use or to franchise or hicense the

use of, the Confidential Information which right 1s expressly reserved by Franchisor

L \ pkaravanich\ My Documents\ La Salsa\2016 Filed\G DOCX
2016 LA SALSA CONFIDENTIALITY AGREEMENT



36 Waiver Failure by Franchisor to enforce any nghts under this Agreement shall not be
construed as a wairver of such nghts Any waiver, including a waiver of default, in any one instance shall not
constitute a continuing waiver or a waiver in any other instance

37 Validity Any invahdity of any portion of this Agreement shall not affect the validity of the
remainung portions and unless substantial performance of this Agreement 1s frustrated by any such invalidity,
this Agreement shall continue 1n full force and effect

38 Headings and Gender The headings herein are for purposes of converuence only and shall not
be used 1n construing the provisions hereof As used herein, the male gender shall include the female and
neuter genders, the singular shall include the plural and the plural, the singular

39 Attorneys Fees If Franchisor becomes a party to any legal proceedings concermung this
Agreement by reason of any act or omission of Candidate or 1ts authorized representatives, Candidate shall be
liable to Franchusor for the reasonable attorneys fees and court costs incurred by Franchisor in the legal
proceedings  If either party commences a legal proceeding against the other party ansing out ofior in
connection with this Agreement, the prevailing party shall be entitled to have and recover from the other party
1ts reasonable attorneys fees and costs of sutt

310  Cumulative Remedies Any speafic nght or remedy set forth in this Agreement, legal,
equitable, or otherwise, shall not be exclusive, but shall be cumulative with all other rights or remedies set forth
herein or allowed or allowable by law l

311  Notices All notices or demands to be given under this Agreement shall be in writing and shall
be served 1n person, by air couner delivery or by certified mail Service shall be deemed conclusively made (1) at
the time of service, 1f personally served (n) three (3) business days after delivery by the Party giving the notice,
statement or demand if by air couner with a guaranteed tracking facility, and (i) three (3) business days after
placement in the Unuted States mail by Certified Mail Return Receipt Requested, with postage prepaid Notices
and demands shall be given to the respective Parties at the following addresses, unless and until a different
address has been designated by wntten notice to the other Party

Notices to Franchisor La Salsa Franchise, LLC
320 Commerce, Suite 100
Irvine, Califorria 92602 ‘
Attenhion President

With a copy to (whach shall not constitute notice)

Barry Kurtz, Esq

Lewitt, Hackman, Shapiro, Marshall & Harlan
16633 Ventura Boulevard, 11t Floor

Encino, Califorrua 91436

Facsimile No (818) 9814764
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Notices to Candidate

Attention

Exther party may change 1ts address for the purpose of receiving notices, demands and other communications
by a written notice given 1n the manner set forth above to the other party

312 Governing Law This Agreement takes effect upon 1ts acceptance and execution by Franchisor
in Califorrua, and shall be interpreted and construed under the laws of Califormia In the event of any conflict of
law, the law of Califorrua shall prevail, without regard to the application of Califormia conflict of law rules If,
however, any provision of thus Agreement would not be enforceable under the laws of Califorrua, and 1if the
Restaurant 1s located outside of Califorma and such provision would be enforceable under the laws of the state
in which the Restaurant 1s located, then such provision shall be interpreted and construed under the laws of that
state Nothing in this Section 3 12 1s intended by the parties to subject this Agreement to any franchise or similar
law, rules, or regulation of any state to which 1t would not otherwise be subject !

313 Venue The parties agree that any achon brought by either party against the other in any court,
whether federal or state, shall be brought within the aty and county in which Franchisor has its principal place
of business at the time the achon 1siihated, and the parties hereby waive all questions of personal jurisdiction
or venue for the purpose of carrying out thus provision

314 Counterparts and Electronic Transmission, Electronic Signatures This Agreement may be
executed 1n any number of counterparts, each of which shall be deemed to be an orniginal and all of which
together shall be deemed to be one and the same instrument Copies of this Agreement with signatures that
have been transmtted by email or by facsimile shall constitute and be deemed original copies:of this Agreement
for all purposes, provided the copies are fully executed, dated and 1dentical in form to the ongnal hard copy
version of this Agreement In addition, this Agreement may be signed electrorucally by the Parties and
electronuc signatures appearing on this Agreement shall be deemed to be the same as handwrtten signatures for
the purposes of the vahdity, enforceability and admissibility of this Agreement

(Signature Page Follows)
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IN WITNESS WHEREOF, the parties have executed this Agreement on the Effective Date

CANDIDATE
[]A
[ 1A
[]1A
[ ]A
[ 1Animndividual
[ 1Other (specify)
By
Name
Title , and Individually
ACKNOWLEDGED & AGREED
LA SALSA FRANCHISE, LLC,

A Delaware hmited hability company

By
Name Charles Rink
Title President
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LA SALSA FRANCHISE, LLC
UNIFORM FRANCHISE DISCLOSURE DOCUMENT

EXHIBIT H
GENERAL RELEASE

THIS GENERAL RELEASE (this Release Agreement ) 1s made by and among La Salsa Franchise, LLC,
a Delaware Imuted lhability company ( Franchisor’), and __.a
(‘Franchisee”),
( Owner’ and together with Franchisee, jointly and severally, “Releasor”), effechve as of the __ day of
, 20___ (the ‘Effective Date ) with reference to the following facts

!

A Franchisor and Franchisee are parties to those certain La Salsa® Franchise Agreements, dated
(collectively, the Franchise Agreements”) for the Restaurant(s) at the
followmng locations
B Franchisee desires to enter mto a .
C This Release Agreement has been requested at a juncture in the relationship of the parties

where Franchisor 1s considering either a change or an expansion of the relationship between the parties and/or
therr affiliates  Franchsor 1s unwilling to make the anticipated change or expansion 1n the relationship of the
parties unless 1t 1s certain that 1t 1s proceeding with a clean slate” and that there are no outstanding grievances
or Claims agamst 1t Releasor, therefore, gives this Release Agreement as consideration for receving the
agreement of Franchisor to an anticipated change or expansion of the relationship between the parties Releasor
acknowledge that this Release Agreement 1s intended to wipe the slate clean

Releasor and Franchisor hereby agree as follows
|

1 Definihions As used herein, the following capitalized terms have the meamngs ascr1b$d to
them

11 ‘Claims means all actual and alleged claims, demands, Losses, charges, agreements
(whether written or oral), covenants, responsibilities, warranties, obligations, contracts (whether oral or
written), debts, violations, suits, counterclaims, cross claims, third party claims, accounts, habilities, <':osts,
expenses (including attorneys fees and court costs), rights to terminate and rescind, nights of action and causes
of action of any kind or nature

12 Franchisor Released Parties” means Franchisor and each of its Constituents

13 ‘Constituents means: past, present and future affiliates, subsidiaries, divisions,
partners, members, trustees, receivers, executors, representatives, admunstrators, owners, shareholders,
distributors, parents, predecessors, officers, directors, agents, managers, principals, employees, nsurers,
successors, assigns, representatives and attorneys and the past, present and future officers, directors, agents,
managers, principals, members, employees, insurers, successors, assigns, representatives and attorneys of each
of the foregoing

14 "Excluded Matters means Franchisor s continuing contractual obligations which arise
or continue under and pursuant to the Franchise Documents on and after the date of this Release Agreement
(this Release Agreement 1s not intended to termunate or amend the Franchise Documents, this Release

|
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)
Agreement 1s intended to relieve Franchisor and 1ts Constrtuents of responsibiltty for 1ts or their failure, if any,
to have timely performed or completed obligations which by the terms of the Franchise Documents were to
have been performed or completed pror to the Effective Date)

15 ‘ Losses” means all damages, debts, habilities, accounts, suits, awards, judgments,
payments, diminutions 1n value and other losses, costs and expenses, however suffered or characterized, all
mnterest thereon, all costs and expenses of investigating any Claim, lawsuit or arbitration and any appeal
therefrom, all actual attorneys’ fees mcurred m connection therewith, whether or not such Claim, lawsuit or
arbitration 1s ultimately defeated and, all amounts paid incident to any compromuse or settlement of any such
Claim, lawsuit or arbitration

2 General Release Agreement Releasor (and each of them) for itself and its Constituents, hereby
releases and forever discharges Franchisor Released Parties (and each of them) from any and all Claims,
whether known or unknown, based upon anything that has occurred or existed, or failed to occur or exist, from
the beginning of time to the Effective Date of this Release Agreement, except for the Excluded Mat'tel{s and
obligations under this Release Agreement !

3 Waiver of Section 1542 of the California Civil Code

31 Releasor, for 1tself and themselves, and on behalf of its Constituents, acknowledge that
1t 1s familiar with Section 1542 of the Califormia Civil Code, whach reads as follows

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

32 With respect to those claims being released pursuant to Section 2 hereunder, Releasor,
for itself and themselves, and on behalf of its Constituents, acknowledge that 1t 1s releasing unknown Claims
and warves all rights 1t has or may have under Section 1542 of the Califormia Civil Code or any other statute or
common law principle of sumular effect For purposes of this Section 3, Releasor (and each of them) shall be
considered to be creditors of Franchisor Released Parties, and each of them

33 Releasor (and each of them) acknowledges that this general release extends to claims
which Releasor (and each of them) does not know or suspect to exist in favor of Releasor (or any of them) at the
time of executing this Release Agreement, which if known by Releasor (or any of them) may have materially
affected 1its or their decision to enter mto this Release Agreement It 1s understood by Releasor (and each of
them) that the facts in respect of which this Release Agreement 1s given may hereafter turn out to be other than
or different from the facts in that connection known or believed to be true Releasor (and each of them),
therefore, expressly assumes the risk of the facts turning out to be so different and agrees that this Release
Agreement shall be 1n all respects effective and not subject to termunation or rescission by any such difference n
facts |

4 Representations and Warranties Releasor (and each of them) hereby represents and warrants
to Franchisor that, in entering into such release, 1t (1) 1s doing so freely and voluntarily upon the advice of
counsel and business advisor of its own choosing (or declined to do so, free from coercion, duress or fraud), (1)
has read and fully understands the terms and scope of the Release Agreement that such party 1s entering into,
(1) realizes that 1t 1s final and conclusive, and intends to be final and conclusive, as to the matters set forth in
the Release Agreement entered into by the party, and (1v) has not assigned, transferred, or conveyed to any
third party all or any part of or partial or contingent mterest in any of the Claims which are called for to be
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released by this Release Agreement now or 1n the future, that 1t 1s aware of no third party who contends or
claims otherwise, and that 1t shall not purport to assign, transfer, or convey any such claim hereafter

5 Covenants Not to Sue Releasor (and each of them) hereby irrevocably covenants to refrain
from, directly or indirectly, asserting any Clamm or demand, or commencing, mitating or causing 'to be
commenced, any proceeding of any kind agamst any Franchisor Released Party, based upon any matter
purported to be released hereby

6 Indemnity Without in any way himiting any of the rights and remedies otherwise available to
any Franchisor Released Party, Releasor (and each of them) shall defend, ndemrufy and hold harmless each
Franchusor Released Party from and agamst all Claims whether or not mnvolving third party Claims arising
directly or indirectly from or in connection with (1) the assertion by or on behalf of Releasor or its Constituents
of any Claim or other matter purported to be released pursuant to this Release Agreement, (u) the assertion by
any third party of any Claim or demand against any Franchisor Released Party which Claim or demand arises
directly or indrrectly from, or in connection with, any Claims or other matters purported to be released pursuant
to this Release Agreement, and () any breach of representations, warranties or covenants hereunder by
Releasor or 1ts Constituents |

7 Miscellaneous ‘

71 This Release Agreement cannot be modified, altered or otherwise amended except by
an agreement 1n writing signed by all of the parties hereto

72 This Release Agreement, together with the agreements referenced herein, constitute the
entire understanding between and among the parties hereto with respect to the subject matter hereof |

73 This Release Agreement may be executed mn any number of counterparts, each of
which shall be deemed to be an oniginal, and all of which together shall constitute one and the same mnstrument
Copies of this Release Agreement with signatures that have been transmitted by email or by facsimile shall
constitute and be deemed origimal copies of this Release Agreement for all purposes, provided that the copies
are fully executed, dated and 1dentical in form to the original hard copy version of this Release Agreement In
addition, this Agreement may be signed electronucally by the parties and electronic signatures appearing on this
Agreement shall be deemed to be the same as handwritten signatures for the purposes of the validity,
enforceability and admussibility of this Agreement

74 This Release Agreement may be executed by facsimile, and signatures on a facsumile
copy hereof shall be deemed authorized onginal signatures

75 This Release Agreement shall be binding upon and 1nure to the benefit of the parties to
this Release Agreement and their respective successors and permtted assigns

76 The rule that an agreement 1s to be construed agamst the party drafting the agreement
15 hereby waived by the parties hereto, and shall have no applicability in construing this Release Agreement or

the terms of this Release Agreement |
|

77 Any provision of this Release Agreement which 1s prohibited, unenforceable or not au-
thorized 1n any jurisdiction shall, as to such jurisdiction, be meffective to the extent of such prohibition,
unenforceability or non-authorization without invalidating the remaining provisions hereof or affecting the
validity, enforceability or legality of such provision m any other jurisdiction

78 Each of the parties acknowledges that 1t had the right and opportunity to seek
independent legal counsel of 1ts own choosing 1n connection with the execution of this Release Agreement, and
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each of the parties represents that 1t has either done so or that 1t has voluntarily declined to do so, freel from
coercion, duress or fraud |

79 This Release Agreement supersedes any prior negotiations and agreements, oral or
written, with respect to its subject matter The Release Agreement may not be amended except in a writing
signed by all of the parties No representations, warranties, agreements or covenants have been made with
respect to this Release Agreement, and 1n executing this Release Agreement, none of the parties 1s relying upon
any representation, warranty, agreement or covenant not set forth herein

710  This Release Agreement shall be governed by and construed in accordance with the
mternal laws of the State of Califorrua In the event of any conflict of law, the laws of Califorma shall prevail,
without regard to the apphcation of California conflict of law rules If, however, any provision of this Release
Agreement would not be enforceable under the laws of Califormua, and if the Restaurant 1s located outside of
California and such provision would be enforceable under the laws of the state m which the Restaurant 1s
located, then such provision shall be interpreted and construed under the laws of that state Nothung in this
Section 7 10 1s intended by the parties to subject thus Release Agreement to any franchise or similar law, rules, or
regulation of the state of Califorrua to which 1t would not otherwise be subject The parties agree that any action
brought by either party against the other in any court, whether federal or state, shall be brought in Orange

County, Califorria, and the parties hereby waive all questions of personal jurisdiction or venue for the purpose
of carrying out this provision

(Signature Page Follows)
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IN WITNESS WHEREOF, the parties to this Release Agreement have executed this Release Agreement
as of the date set forth above

i
FRANCHISOR

LA SALSA FRANCHISE, LLC
A Delaware limited hability company

By

Charles Rink, 1ts Chief Executive Officer
RELEASOR

FRANCHISEE 1

Name

Its

OWNER

, an individual

, an individual |
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LA SALSA FRANCHISE, LLC
UNIFORM FRANCHISE DISCLOSURE DOCUMENT
EXHIBIT 1

GUARANTEE OF AGREEMENTS

The undersigned (' Guarantors’), have requested [La Salsa Franchuse, LLC] [Las Acquisition, LLC a

Delaware hmuted hability company (' Company ), to consent to of that certain| [Area
Development] [Franchise] [Asset Purchase] [Sublease] [Assumption] {Security] Agreement [Pronussoryi Note]
dated , 20 (the Agreement”) to L, a

[ Developer”] [“Franchisee”] [“Buyer”] [ Sublessee”] the 'under

the Agreement with Company, and such other agreements or mstruments which may now or hereafter be entered
mto between [Developer] [Franchisee] [Buyer] [Sublessee] [Debtor] [Maker] [Debtor] [Maker] and Company 1n
connection with the foregomg (collectively, the “Agreements ) all in connection with the La Salsa® franchise
business known as La Salsa #__ located at

In consideration of Company s

entering mto such Agreements, Guarantors hereby agree as follows

1 The word ‘ Indebtedness herein means and mcludes any and all obhigations of [Developer]
[Franchisee] [Buyer] [Sublessee] [Debtor] [Maker] [Debtor] [Maker] arising under or pursuant to the Agreements,
and all other obligations, whether now existing or hereafter arising, of [Developer] [Franchisee] [Buyer] [Sublessee]
[Debtor] [Maker] [Debtor] [Maker] to Company of whatever nature

2 Guarantors, jointly and severally, irrevocably and unconditionally, fully guarantee to Company the
prompt, full and complete payment of any and all Indebtedness of [Developer] [Franchisee] [Buyer] [Sublessee]
[Debtor] [Maker] [Debtor] [Maker] to Company and the performance of any and all obligations of [Developer]
[Franchisee] [Buyer] [Sublessee] [Debtor] [Maker] [Debtor] [Maker] including, without limutation, obhigations under
the Agreements or any other agreement, instrument or lease relating to, evidencing or securing any Indebtedness

3 If [Developer] [Franchisee] [Buyer] [Sublessee] [Debtor] [Maker] [Debtor] [Maker] fails to pay any
of the Indebtedness, Guarantors shall, within five (5) days after a written demand therefore has been given to
Guarantors by Company, pay all of the Indebtedness mn like manner as 1if the Indebtedness constituted the| direct
and primary obligation of Guarantors Guarantors further agree that if any obligation, covenant or agreement
contamed in the Agreements 1s not observed, performed or discharged as required by such instrument (taking nto
consideration any applicable cure periods), Guarantors shall, within five (5) days after a written demand therefore
has been given to Guarantors by Company, observe, perform or discharge such obligation, covenant or agreement
in ke manner as 1if the same constituted the direct and primary obligation of Guarantors

!

4 No exercise or non-exercise by Company of any right hereunder, no dealing by Company with
[Developer] [Franchisee] [Buyer] [Sublessee] [Debtor] [Maker] [Debtor] [Maker] or any other person and no change,
impairment or suspension of any right or remedy of Company shall in any way affect any Indebtedness of
Guarantors hereunder or give Guarantors any recourse against [Developer] [Franchusee] [Buyer] [Sublessee]
[Debtor] [Maker] Without imiting the generahty of the foregoing, Guarantors agree that, regardless of whether
Company gives notice thereof or obtains the consent of Guarantors thereto, Guarantors lability hereunder shall
not be released, extinguished or otherwise reduced 1n any way by reason of (a) any amendment, modification,
renewal, extension, substitution or replacement of the Agreements or of any of the Indebtedness, in whole or in
part, (b) any acceptance, enforcement or release by Company of any security for the Agreement or of any of the
Indebtedness, any addition, substitution or release of any of the Guarantors, or any enforcement, warver,
surrender, impairment, release, compromise or settlement of any matter with respect to the Agreements or the
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Indebtedness or any security therefore, {c) any assignment of this Guarantee, in whole or n part by Company, or
any assignment or transfer of the Agreements (or any of them) by Company or [Developer] [Franchisee] [Buyer]
[Sublessee] [Debtor] [Maker], (d) the invalidity or unenforceability of any provision of the Agreements or any of the
Indebtedness, or (e) any failure, omission or delay of Company i enforcing the Agreements, the Indebtedness or
this Guarantee

5 Guarantors waive and agree not to assert or take advantage of (a) any right to require CorApany to
proceed against [Developer] [Franchisee] [Buyer] [Sublessee] [Debtor] [Maker] or any other person, firm or
corporation or to proceed against or exhaust any security held by Company at any time or to pursue any other
remedy m Company s power, {b) any statute of limitations m any actton hereunder to collect any Indebtedness
guaranteed hereby, (c) any defense that may anse by reason of [Developer] [Franchisee] [Buyer] [Sublessee]
[Debtor] [Maker]’s incapacity, lack of authonity, insolvency or bankruptcy or Company’s failure to file or enforce a
claim against the estate (either in bankruptcy or other proceeding) of [Developer] [Franchusee] [Buyer] [Sublessee]
[Debtor] [Maker], any other or others, (d) any defense arising out of any alteration of the Agreements or the
Indebtedness, (e) notice of [Developer] [Franchisee] [Buyer] [Sublessee] [Debtor] [Maker] s default in the payment
or performance of any of the Indebtedness, (f) demand, protest and notice of any kind mcluding, without
Inmatation, notice of acceptance, notice of the existence creation or incurring of new or addrtional Indebtedness or
obhigations or of any action or non-action on the part of [Developer] [Franchisee] [Buyer] [Sublessee] [Debtor]
[Maker], Company, any endorser, creditor of [Developer] [Franchisee] [Buyer] [Sublessee] [Debtor] [M:?ker] or
Guarantors under this or any other mstrument, or any other person, in connection with any obligation or evidence
of Indebtedness held by Company or in connection with any Indebtedness hereby guaranteed, (g) all rights and
defenses arising out of an election of remedies by Company, even though that election of remedies, such as non-
judicial foreclosure with respect to secunty for a guaranteed obligation, has destroyed Guarantors’ rights of
subrogation and reimbursement against [Developer] [Franchisee] [Buyer] [Sublessee] [Debtor] [Maker] by
operation of law or otherwise, (h) any duty of Company to disclose to Guarantors any facts that Company may
now or hereafter know about [Developer] [Franchisee] [Buyer] [Sublessee] [Debtor] [Maker], regardless of whether
Company has reason to believe that any such facts materially increase the risk beyond that which Guarantors
mtend to assume or has reason to believe that such facts are unknown to Guarantors or has a reasonable
opportunity to communicate such facts to Guarantors, 1t being understood and agreed that Guarantors are
responsible to be and to keep mmformed of [Developer] [Franchisee] [Buyer] [Sublessee] [Debtor] [Maker]’s financial
condition and of all circumstances bearing on the risk of nonpayment of any Indebtedness hereby guaranteed, and
(1) any right to the benefit of or to direct the application of any security held by Company

6 Until all Indebtedness to Company 1s paid in full and all [Developer] [Franchisee] [|Buyer]
[Sublessee] [Debtor] [Maker]’s obligations to Company are fully performed, Guarantors shall have no right of
subrogation and waive any nght to enforce any remedy that Company now has or may hereafter have agaimnst
[Developer] [Franchusee] [Buyer] [Sublessee] [Debtor] [Maker]

7 Without imiting the generality of anything contamned herem, Guarantors waive and agree not to

assert or take advantage of (a) all nights described in Cahfornia Civil Code Sections 2856(a)(1) through 2856(a)(3),
inclusive, mcluding, without limitation, any rights or defenses which are or may become available to Guarantors

by reason of Califorma Civil Code Sections 2787 through 2855, inclusive, and (b) Califormia Civil Code Section 2899

8 All existing or future indebtedness of [Developer] [Franchisee] [Buyer] [Sublessee] [Debtor]
[Maker] to Guarantors and any night to withdraw any capital of Guarantors mvested in [Developer] [Franchisee]
[Buyer] [Sublessee] [Debtor] [Maker] are hereby subordinated to all Indebtedness hereby guaranteed

9 Guarantors’ liabilities and all rights, powers and remedies of Company hereunder and under any
other agreement now or at any time hereafter in force between Company and Guarantors shall be cumulative and
not alternative and such rights, powers and remedies shall be additional to all rights, powers and remedies given to
Company by law

t
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10 The habihity of Guarantors under this Guarantee shall be an absolute, direct, immediate and
unconditional continuing guarantee of payment and not of collection Guarantors’ oblhigations hereunder are joint
and several, and independent of [Developer] [Franchusee] [Buyer] [Sublessee] [Debtor] [Maker] s obligations Thus
15 a Continuing Guarantee It shall be irrevocable during the mtial and any renewal term and through any
extensions, amendments, modifications, substitutions or replacements of the Agreements and unn] all
Indebtedness has been fully paid and the obligations guaranteed have been fully performed Thereafter, this
Guarantee may be revoked only by wrtten notice by Guarantors to Company after Company’s receipt of such
notice In the event of any default hereunder, a separate action and/or successive actions may be brought and
prosecuted agamnst Guarantors, or any of them, regardless of whether action 1s brought agamnst [Developer]
[Franchisee] [Buyer] [Sublessee] [Debtor] [Maker] or whether [Developer] [Franchisee] [Buyer] [Sublessee] [Debtor]
[Maker] 1s jomed m any such action or actions Company may maintamn successive actions for other defaults
Company’s rights hereunder shall not be exhausted by Company s exercise of any rights or remedies or by any
such action or by any number of successive actions until and unless all Indebtedness has fully been paid and
performed

11 Nerther any provision of thuis Guarantee nor right of Company hereunder can be waived nor can
Guarantors, or any of them, be released from Guarantors’ obligations hereunder except by a writing duly executed
by Company Should any provision(s) or portion(s) of any provisions of this Guarantee be found by a court of
competent jurisdiction to be 1llegal or unenforceable, all other provisions nevertheless shall be effective

12 This Guarantee shall be governed by and construed m accordance with the internal laws of the
State of Califorria  In the event of any conflict of law, the law of Califorrua shall prevail, without regard to the
apphcation of Cabforrua confhict of law rules If, however, any provision of thus Guarantee would not be
enforceable under the laws of California, and if the Restaurant 1s located outside of California and such provision
would be enforceable under the laws of the state in which the Restaurant is located, then such provision shall be
mterpreted and construed under the laws of that state Nothing in this Section 12 1s intended by the Parties to
subject this Guarantee to any franchise or simular law, rules, or regulation of the state of Cahforma to which 1t
would not otherwise be subject Any controversy or claim ansing out of or relating to this Guarantee, mcludllng any
1ssues pertaing to the abihity of such controversy or claim to be resolved by arbitration and any claim that this
Guarantee or any part hereof 1s invalid, 1llegal or otherwise voidable or void, shall be submitted to meditation and
an arbitration m the same manner and subject to the same exceptions as provided mn Article 18 of the Franchise
Agreement, which 1s incorporated herein by reference

13 The obligations of Guarantors shall be primary and are independent of the obhgations of
[Developer] [Franchisee] [Buyer] [Sublessee] [Debtor] [Maker] and Company may directly enforce 1ts rights, under
this Guarantee without proceeding against or joiung [Developer] [Franchisee] [Buyer] [Sublessee] [Debtor]
[Maker] or any other person or entity, or applying or enforcing any security of the Agreements

14 This Guarantee constitutes the entire agreement of Guarantors and Company with respect to the
subject matter hereof and no representation, understanding, promise or condition concerning the subject matter
hereof shall bind Company unless expressed herein !

15 This Guarantee 1s for the benefit of the parties (and their permitted successors and assigns) only
and 15 not intended to and shall not confer any rights or benefits upon any person who 1s not a party hereto

16 Except as otherwise expressly provided heremn, all wntten notices and reports permltted or
requrred to be delivered by the parties pursuant hereto shall be deemed so delivered at the time delivered by‘ hand,
one (1) busmess day after electronic transmission (with confirmation copy sent by regular Unuted States mail) or
three (3) business days after placement in the Uruted States mail by Registered or Certified Mail, Return Receipt
Requested, postage prepaid and addressed to Company at 320 Commerce, Suite 100, Irvine, Cahiforma 92602,
Attention Chief Executive Officer, Facsimile No (949) 270-8901, and to Guarantors at the address set forth below
the applicable Guarantor’s signature below Any party may change the address to which notice to such party shall
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l

be sent hereunder by providing the other party with notice of such address i accordance with the provisions of
this paragraph

17 This Guarantee may be executed mn any number of counterparts, each of which shall be deemed to
be an original and all of which together shall be deemed to be one and the same mstrument Copies of this
Guarantee with signatures that have been transmutted by email or by facsimile shall constitute and be deemed
ongnal copies of this Guarantee for all purposes, provided that the copies are fully executed dated and 1dentical in
form to the ongmnal hard copy version of this Guarantee In addition, this Guarantee may be signed electronically
by the Guarantors and electronic signatures appearing on this Guarantee shall be deemed to be the same as
handwritten signatures for the purposes of the validity, enforceability and admussibility of this Guarantee

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

Dated

Dated
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LA SALSA FRANCHISE, LLC
FRANCHISE DISCLOSURE DOCUMENT
EXHIBIT J

CATERING ADDENDUM TO FRANCHISE AGREEMENT

THIS CATERING ADDENDUM TO FRANCHISE AGREEMENT (thus * Addendum”) 1s made and
entered mto as of by and between La Salsa Franchise, LLC, a Delaware limited hiability company
("Franchisor"), on the one hand, and ("Franchisee"), on the other hand, with reference to
the following facts '

|

A Franchisor and Franchisee have entered mto a Franchise Agreement (the "Agreement"), which

they wish to modify by means of this Addendum

B Franchisor permits franchisees to offer off-premuses catering of La Salsa food products and
beverages (“Catering Services’) from their franchused La Salsa Restaurants only if the Catering Services are
offered exclusively through Franchisor s centralized catering program ( Catering Program’) In connection with
the Catering Services, a franchusee may provide a range of services in addition to providing food and beverages
These services may include (1) delivery, (u) delivery and set up, (m1) chafing dish set up with or without servers,
(1v) equipment rental and/ or (vi) execution of event and tear down (collectively the “Additional Services )

C Franchisee desires to provide Catering Services, mcluding the Additional Services, from the
Restaurant Franchisor and Franchisee enter mnto this Addendum to set forth the procedures that will govern
Franchisee s offering of Catering Services from the Restaurant and to modify certain provisions of the Franchise
Agreement regarding Franchisee s right to provide Catering Services from the Restaurant in accordance with the
Catering Program

NOW THEREFORE, the parties agree as follows

1 AUTHORIZATION

Franchisee 1s hereby authorized to provide Catering Services, including the Additional Services, from the
Restaurant in accordance with the Catering Program, subject to the terms, conditions and hnutations contained
m this Addendum and Franchisor s Catering Handbook (the “Handbook ) This Addendum relates exclusively
to the Restaurant and does not authorize Franchusee to provide Catering Services from any other La, Salsa
Restaurant operated by Franchisee This Addendum shall terminate upon the expiration or termmation of the
Franchise Agreement Franchisee shall offer Catering Services from the Restaurant only as part of the Catering
Program

2 PARTICIPATION REQUIREMENTS

Franclusee represents and warrants to Franchisor that, if Franchisee leases or subleases the Franc]lhlsed
Location, there are at least two years remaining 1n the total lease/sublease term (including Franchisee’s renewal
options) !
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3 CENTRALIZED ORDER PROCEDURE

A Telephone Number

Franchisor shall maintain a centralized telephone number through which customers place orders
for Catering Services (the Centrahized Order Procedure ) Franchisor shall have the nght to develop other
means such as a web-based ordering system for Catering Services Franchisor shall be responsible for
maintainung the toll free telephone number(s) and any websites used in the Centralized Order Procedure (and
Franchisor shall own all telephone numbers and websites)

B Use of Centralized Order Procedure

Franchisee agrees that all orders for Catering Services must be placed through the Centralized
Order Procedure Franchusee shall not accept any orders for Catering Services directly from a customer If a
customer attempts to place an order for Catering Services directly with Franchisee, Franchisee shall refer the
customer to the Centralized Order Procedure ;

4 IDENTIFICATION OF THE LA SALSA RESTAURANT

Once an order 1s placed through the Centralized Order Procedure, Franchisor shall identify the company
or franchised La Salsa Restaurant geographically closest to the location where the Catering Services will be
provided that 1s participating in the Catering Program to fill the order and Franchisor shall contact the Restaurant
to determune the Restaurant s ability to perform the requested Catering Services, which determination Franchisee
or the Restaurant's General Manager must immediately advise Franchisor Franchisor shall provide the
Restaurant with all details necessary to complete the order If the contacted Restaurant elects not to fill the
Catering Services order, Franchisor shall have sole discretion regarding the next Restaurant to which the order 1s
offered Franchisee s election to fill a Catering Services order 1s urrevocable  Franchusor reserves the night to
require Franchisee to confirm i writing its election to fill a Catering Services order

5 NO EXCLUSIVITY

Nerther this Addendum nor the Franchise Agreement grants any exclusive rights to Franchisee with
respect Catering Services Franchisee s nghts are non-exclusive and, subject to the limitations in Section 4
Franchusor 1s free to offer and to permit third parties to offer Catering Services in proximty to the Restaurant

6 CATERING MENU
A Menu

Franchisor has created a catering menu, which 1t may revise from time to time, and which
Franchisor shall provide to Franchuisee Franchisee shall make the menu available to customers of the Restaurant
and Franchisee agrees to provide all food and beverage items and services listed on the catering menu Franchisee
may not offer any food or beverage 1tems or services not included on Franchisor’s catering menu

B Pricing Franchisor’s catering menu shall include pricing for catering food and beverage
products Franchisee 1s not required to charge customers the same prices as contained m Franchisor's menu and
Franchisee may establish prices for Catering Services for the Restaurant different from those suggested by
Franchisor If Franchisee establishes different prices, Franchisee must separately prepare a catering menu with
the different prices for 1ts Restaurant and provide ample copies of that alternative catering menu to Franchisor for
use by Franchisor in the Centralized Order Procedure Franchisee shall bear all costs and expenses n conm'ect]on
with the production of any alternative menu Any such alternative menu may only modify the prices for thé food
and beverage products, it may not modify the food and beverage products to be offered
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7 CONFIRMATION OF ORDER. !

Franchusor shall provide each Catering Services customer with a written purchase order for execution and
provide a copy of the purchase order to Franchisee Franchisor will obtain confirmation with Catering Services
customer and call Franchusee to verify all details have been received and understood

8 GROSS SALES

For purposes of this Addendum, the defirution of Gross Sales” 1n the Franchise Agreement 1s modified
to include all sales or other ncome derived from the Catering Services and Additional Services offered from the
Restaurant, however, any gratuities paid to Franchisee or 1ts employees shall not be included in the computation
of Gross Sales For purposes of computing Gross Sales, all sales and other income from Catering Services shall be
mcluded 1 Gross Sales when the catering services are provided

9 PAYMENT FOR CATERING SERVICES

Franchisor shall take each Catering Services customer’s payment information at the time the orgler for
Catering Services 1s placed Franchisor shall provide the payment information to Franchusee and Franchisee shall
charge the customer’s credit card when the Catering Services are provided Franchisee shall implement
appropriate security and privacy procedures to store and retain all customer payment mformation and comply
with all apphcable laws and regulations Franchisor reserves the right to require a deposit at the time the order 1s
placed l

10 CATERING MANAGEMENT FEE

In addrtion to all other amounts to be paid by Franchisee to Franchisor under the Franchise Agreement,
Franchisee shall pay Franchisor a nonrefundable and continuing fee in the amount of twelve percent (12%) of the
monthly Catering Services and Additional Services income from the Restaurant that is subject to sales tax
( Catering Management Fee ) The Catering Management Fee shall be payable at the same time and 1n the
same manner as the royalty fee

11 CATERING SERVICES FEE

Franchisee shall have the right to charge a fee to a Catering Services customer to cover incidental expenses
(' Catering Services Fee”) m amount not to exceed ten percent (10%) of that customer s Catering Services and
Additional Services charges subject to sales tax I

12  CATERING MARKETING FUND

Franchisor reserves the nght, in 1ts sole discretion, to establish a Catering Marketing Fund  As of the date
of this Addendum, 1t 15 not Franchisor’s intent to require monthly payments to the Catering Marketing Fund, but
rather to only require Franchisee to contribute those amounts as are determined from time to time by Franchisor
to support specific itiatives relating to catering Franchisee agrees to participate in the Catering Marketing
Fund, should one be established, as directed by Franchisor Franchisor or 1ts designee shall direct all marketing
and advertising activities financed by the Catering Marketing Fund  Franchisee agrees that the Catering
Marketing Fund may be used to pay the cost of marketing and advertising activities directed toward the
provision of Catering Services through the Catering Program Payments to the Catering Marketing Fund are in
addition to advertising and marketing payments required by the Franchise Agreement
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13  DELIVERY VEHICLE |

At all imes, Franchisee shall use a vehicle to provide the Catering Services that satisfies Franchisor s
standards (“Delivery Vehicle’ ) and which 1s maintamed m good condition and repair Franchisor shall have the
right from time to time to require that Franchisee lease or purchase specified types of vehicles for use as a
Delivery Vehicle At all tmes Franclusee shall have mn full force that insurance as Franchisee determunes 1s
necessary or appropriate for habilities arising from Franclusee s or its designees’ use of the Delivery Vehicle, but
m any event no less than the mimimum insurance required by Franchisor in the Franchise Agreement or
otherwise Franchisor may require that Franchisee use the Delivery Vehucle to advertise the Catering Services in
such manner as specified by Franchisor from time to time

14 HARDWARE AND SOFTWARE

Franchisee agrees to procure and mstall such data processing equipment, computer hardware, required
dedicated telephone and power lines, high speed Internet connections, modems, printers and other computer
related accessory or peripheral equipment as Franchisor specifies in order to effectively participate m the
Catermng Program

15 EQUIPMENT |l

I
In connection with 1ts participation m the Catering Program, Franchisee shall purchase or lease and
maintain in good condition and repair all furmishings, fixtures, goods, materials, equipment, smallwares and
stmular items as required by Franchisor

16 INSURANCE i

The 1nsurance requirements of the Franchise Agreement shall include the provision of Catering Services
and Additional Services from the Restaurant

17 COMPLIANCE WITH LAWS

Franchisee shall secure and maintamn in force 1n 1ts name all required licenses, permuts and certificates
relating to the provision of Catering Service Franchisee shall provide the Catering Services 1n full comphance
with all applicable laws, ordinances and regulations including, without limitation, all laws or regulations
governing or relating to the handing of food products

18 CUSTOMER COMPLAINTS ]

l
Franchisor retains the right to resolve any and all customer complaints regarding the Catering Services

and, with respect to customer complaints relating to Catering Services provided by Franchisee to charge
Franchisee an amount sufficient to cover Franchisor s reasonable costs and expenses in resolving those customer
complaints, which amount Franchisee shall pay Franchisor immediately on demand

1

19 MODIFICATIONS OF THE CATERING PROGRAM :

Franchisor, 1n 1ts sole discretion, shall be entitled, from time to time, to change or modify the Catering
Program, including, but not limited to, modifications to the Handbook Franchisee shall accept and incorporate
any such changes or modifications as if they were part of the Catering Program at the time that Franchisee
executed this Addendum, and Franchisee shall make any and all expenditures as the changes or modifications to
the Catering Program require
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A By Franchisor Franchisor shall have the nght to terminate Franchisees authorization to
participate in the Catering Program if

20 TERMINATION OF FRANCHISEE'S RIGHT TO PROVIDE CATERING SERVICES

1 Franchisor decides, in 1ts reasonable business judgment, to terminate the Catering
Program, m which case Franchisor shall provide Franchisee munety (90) days written notice of its decision
I
2 Franchisee defaults with respect to its obligations under this Addendum or remains in
default beyond the applicable cure period, if any, under the Franchise Agreement !

3 In any twelve (12) month period, Franchisee refuses, on two (2) or more occasions, to
accept a Catering Services order offered to Franchisee or Franchisee fails, on two (2) or more occasions, to fill a
Catering Services order Franchisee accepted |

4 Franchisee offers Catering Services outside the Catering Program at the Restaurant or
Franchisee offers any Catering Services at any other franchised La Salsa Restaurant 1t operates (unless a Catering
Addendum has been signed for that Restaurant)

5 The Franchise Agreement expires or has been terminated

B By Franchisee Franchisee shall have the rnight to termmate 1ts participation in the Catering
Program without cause following mnety (90) days advance written notice to Franchisor

21 OBLIGATIONS ON TERMINATION OR EXPIRATION ;

In addition to any relevant obligations under the Franchise Agreement, upon termination or expiration of
this Franchisee s authorization to participate in the Catering Program

A Franchisee shall immediately pay Franchisor all fees due and owing Franchusor pursuant to this
Addendum
B Franchisee shall immediately cease providing Catering Services from the Restaurant l
1
C Franchisee shall immediately return to Franchisor any and all matenals relating to Catering

Services and the Catering Program that were provided by Franchusor, including the Handbook

D Franchisee shall immediately remove the Marks from the Delivery Velhucle, if applicable

E Franchisee shall immediately cease all advertising for Catering Services from the Restaurant

22 MISCELLANEOUS

A Terms All capitalized terms not defined 1n thuis Addendum shall have the meanung given tolthem
in the Franchise Agreement

B Captions All captions 1n this Addendum are intended solely for the convenience of the parties,
and none shall be deemed to affect the meaning or construction of any provision of this Addendum !

C This Addendum shall be considered an integral part of the Franchuse Agreement between the
parties hereto, and the terms of this Addendum shall be controlling with respect to the subject matter hereof
Except as modified or supplemented by this Addendum, the terms.of the Franchise Agreement are hereby ratified
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and confirmed If there 1s a conflict between the terms of the Franchise Agreement and the terms of this
Addendum, this Addendum shall govern

IN WITNESS WHEREOF, the parties have duly executed, sealed and delivered this Addendum as of the
day and year first above written

FRANCHISOR

LA SALSA FRANCHISE, LLC,
A Delaware limited hability company

By

Charles Rink
Its Chief Executive Officer :
FRANCHISEE ;
By |
Its

The undersigned, guarantors of Franchisee s obligations under the Franchise Agreement, expressly agree that
their obhigations under the Guarantee extend to all of Franchisee s obligations under this Addendum

Dated , Guarantor
J
I
Address '
1
Fax
il
I
Dated , Guarantor
Address
Fax
Dated , Guarantor
Address :
Fax i
Dated , Guarantor
Address
]
Fax
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EXHIBIT K
LA SALSA FRANCHISE, LLC
FRANCHISE DISCLOSURE DOCUMENT

ADDENDUM TO FRANCHISE AGREEMENT FOR PURCHASE OF OPERATING
RESTAURANT



LA SALSA FRANCHISE, LLC
EXHIBIT K i
FRANCHISE DISCLOSURE DOCUMENT

ADDENDUM FOR RESTAURANT PURCHASE

THIS ADDENDUM FOR RESTAURANT PURCHASE (this ‘Addendum”) 1s made and entered into as of
by and between La Salsa Franchise, LLC, a Delaware limited hability company ("Franchisor"), on
the one hand, and ,a (collectively "Franchisee"), on the other hand,
with reference to the following facts

A Franchisee has purchased the assets of a La Salsa restaurant (the "Restaurant”) from an affilate of
Franchisor
B Franchisor and Franchisee have entered mto a Franchise Agreement (the "Franchise Agreement"),

which they wish to modify by means of this Addendum, with respect to the operation of the Restaurant :

C Due to fact that Franchisee 1s purchasing an existing and operating La Salsa Restaurant, [certam
provisions of the Franchise Agreement are not apphcable to Franchusee, and Franchisee and Franchisor wish to
modify the Franchise Agreement accordingly 1

D All capitalized terms not otherwise defined in this Addendum shall have the same meaning as in
the Agreement

1

NOW, THEREFORE, IT IS AGREED

1 The following Sections of the Franchise Agreement shall be deleted in their entirety and have
no force or effect Secttons 511,52,531,532,534,54and 631

2 This Addendum shall be considered an integral part of the Franchise Agreement between
the parties hereto, and the terms of this Addendum shall be controlling with respect to the subject matter hereof
Except as modified or supplemented by this Addendum, the terms of the Franchise Agreement are hereby ratified
and confirmed

IN WITNESS WHEREOF, the parties hereto have executed this Addendum on the date first shown above
FRANCHISOR FRANCHISEE |

LA SALSA FRANCHISE, LLC,
A Delaware limited lhability company

By [
Charles Rink '
Its Chaef Executive Officer [ 1anindividual,
[ ]a general partnership,
[ ]a himuted partnership,
[ ]a hmuted hability company,
[ 1a corporation
By
Its , and individually
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EXHIBIT L
LA SALSA FRANCHISE, LLC
FRANCHISE DISCLOSURE DOCUMENT

OPTION TO OBTAIN LEASE ASSIGNMENT



LA SALSA FRANCHISE, LLC
EXHIBIT L

OPTION TO OBTAIN LEASE ASSIGNMENT
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LA SALSA FRANCHISE, LLC

OPTION TO OBTAIN LEASE ASSIGNMENT
I

THIS OPTION TO OBTAIN LEASE ASSIGNMENT AGREEMENT (this “Agreement”) 1s made this

day of , 20, by and between
_, a (' Franchisee”),
,a (’'Lessor’ ) on the one

hand, and La Salsa Franchise, LLC, a Delaware limuted hability company (“Franchisor ), on the other hand,
with reference to the following facts |

A On . , Lessor, as Lessor, and Franchisee, as Tenant, entered
mnto a Lease (the “Lease ) for the premuses located at
{the ‘Franchised
Location’), pursuant to which Franchisee leased the Franchised Location from Lessor for the purpose of
operating a franchised La Salsa® Restaurant (the “Franchised Unit”) at the Franchised Location

B On , , Franchusor, as Franchisor, and Franchisee, as
Franchisee, entered mto a Franchise Agreement (the “Franchise Agreement”) pursuant to which Franchisee
agreed to operate the Franchused Urut at the Franchised Location as a Franchisee of Franchisor in accordance
with the terms and conditions of the Franchise Agreement

C Franchisee, Franchisor and Lessor desire to enter mnto this Agreement to define the rights of
Franchisor in and to the Franchised Location and to protect the interests of Franchusor with respect to the
continued operation of a La Salsa® Restaurant at the Franchised Location during the entire term of the Lease
and any renewals and extensions of the Lease on the terms and conditions set forth in this Agreement

NOW, THEREFORE, IT IS AGREED

|
1 INCORPORATION OF RECITALS |
The Recitals set forth in Paragraph A through C of this Agreement are true and correct and are
incorporated into this Agreement as part of thus Agreement '

2 OPTION

Franchisee does hereby grant to Franchisor an option, exercisable at any time within tharty (30)
days after Franchisor s receipt of actual notice of the occurrence of any of the events described in Sections 3 1
through 3 7 of this Agreement (the “Option ), to succeed to Franchisee s rights under the Lease and to obtamn an
assignment of the rights and obligations of Franchisee under the Lease to Franctusor (the “ Assignment”) '

3 ONLY EFFECTIVE UPON EXERCISE OF OPTION }

This Agreement shall be effectve upon the date hereof, however, the Assignment shall only
become effective if, and when, Franchisor expressly exercises the Option 1n writing after the occurrence of one
or more of the following events

)

31 Franchise Agreement The occurrence of (1) any acts which would result in the
immediate termination of the Franchise Agreement, or (u) the default by Franchusee in the performance of any
of the terms or obligations of the Franchise Agreement, whuch default 1s not cured withun the apphcable cure
period set forth in the Franchise Agreement
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32 Lease The occurrence of (1) any acts which would result in the termmnation or meréer of
the Lease, or (11) the default by Franchisee in the performance of any of the terms or obligations of the Lease
which default 1s not cured within the applicable cure period set forth in the Lease

33 Sale of Franchised Unit If Franchusee without the prior written consent of Franchusor,
erther (1) sells, transfers, assigns, sublets or enters into any agreement to sell, transfer, assign or sublet any of its
right, title or interest 1n and to the Franchused Unut, including any transfer, assignment or sublet of the Franchise
Agreement, the Lease or any of the operating assets of the Franchised Unit, or (u) amends the Lease mn any
manner which would impair the value of the secunity granted by this Agreement or which would matenally
affect the rights of Franchisor under this Agreement

34 Failure to Exercise Option to Renew or Extend If Franchisee shall fail to exercise any
option to renew or extend the term of the Lease

35 Insolvency If Franchisee (1) 1s adjudicated msolvent or makes an assignment for the
benefit of creditors, or (1) Franchisee applies for or consents to the appomntment of a custodian, receiver, trustee
or sumular officer for 1t or for all or any substantial part of its property, or () if such a custodian, receiver,
trustee or similar officer 1s appomnted without the application or consent of Franchisee, and such appomntment
continues undischarged for a period of sixty (60) days

36 Bankruptcy If Franchisee (1) 1s adjudicated bankrupt or mstitutes (by pettion,
application, answer, consent or otherwise) any bankruptcy, insolvency, reorganization, moratorium,
arrangement, readjustment of debt, dissolution, iquidation or similar proceeding relating to it under the laws of
any junsdiction, or (u) any such proceeding 1s msttuted (by petition, application or otherwise) agamst
Franchisee and remains undisnussed for a period of sixty (60) days ;

l

37 Purchase of Franchised Location If Franchisee or any entity with which Franchisee has

any financial interest enters into any agreement to purchase the Franchised Location from Lessor

Franchisee and Lessor shall each provide Franchisor with independent and separate written notice of
the occurrence of any of the events described mn Sections 3 1 through 3 7 of this Agreement no later than fifteen
(15) days after the occurrence of any of the events described 1n Sections 3 1 through 3 7 of this Agreement

4 CONSENT TO ASSIGNMENT

Lessor hereby consents to the Assignment and agrees that its consent to the Assignment shall
reman 1n effect during the entire term of the Lease and any and all renewals and extensions of the Lease The
Lease shall not be amended, modified, altered, assigned, extended, renewed or terminated by Lessor, nor shall
the Franchised Location be sublet by Franchisee with the consent of Lessor, without the prior written consent of
Franchisor

i
¢

5 EXERCISE OF OPTION BY FRANCHISOR y

Franchisor shall exercise the Option by giving written notice to Franchusee and Lessor of its
affirmative elechion to do so within thirty (30) days after Franchusor’s receipt of actual notice of the occurrence of
any of the events described n Sections 3 1 through 3 7 of this Agreement

51 Cure Defaults If Franchusor exercises the Option, Franchusee, Franchisor, or 1ts
franchisee-designee, shall have the night to cure all uncured defaults of Franchisee under the Lease which exist
as of the date of the exercise of the Option when Franchisor, or its franchisee-designee, 1s put mto actual

possession of the Franchised Unut The period of time to cure all defaults of Franchisee under the Lease shalll be

i
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reasonably and appropriately extended by Lessor beyond the cure period provided to Franchisee under the
Lease

52 Assignment of Rights Franchisor shall have the right, concurrently with or subsequent
to Franchisor s exercise of the Option, to assign and transfer its rights under this Agreement to an affiliate or a
franchisee of Franchisor without the prior consent of Lessor In the event of such an assignment or transfer, the
Franchisor s affiliate-designee or franchisee-designee shall obtain the Assignment in place and mstead of
Franchusor

53 Indemnification by Assignor Franchisee agrees to pay and reimburse Franchisor and
to hold Franchisor harmless from and agamst any and all costs, damages, attorneys fees, habilities or|other
expenses of any nature whatsoever incurred by Franchisor in connection with the enforcement of Franchisor’s
nights.and/or the performance of Franchisor s rights or obligations under this Agreement Franchisor’s exercise
of the Option shall not release Franchisee from any liabihity to Lessor or Franchisor for any rents, costs,
damages, attorneys fees, hiabilities or other expenses incurred by Franchisor or Lessor as a result of Franchisee s
defaults or actions under Sections 3 1 through 3 7 of this Agreement

6 TERM OF AGREEMENT
This Agreement shall terminate upon the termination of the Lease with the written consent of
Franchisor
7 TERMINATION OF LEASE AND FRANCHISE AGREEMENT

|

71 Termination of Lease If, and only if, Franchisor exercises the Option, upori any
termination of the Lease prior to the expiration date of the Lease or upon expiration of the term of the Lease m
violation of Section 3 4 of this Agreement, following Franchisor’s exercise of the Option, Franchisor shall, 1n
Franchisor's discretion, lease either succeed to Franchisee s nghts under the Lease or Lessor shall enter into a
substitute for the Franchised Location with Franchisor, or its designee, on the 1dentical terms and conditions as
contained m the Lease, for the remaiming term of the Lease, with 1dentical extension or renewal options, withun
ten (10) business days of the termunation or expiration of the Lease

!

72 Termination of Franchise Agreement Upon Franchisor s exercise of the Option,
Franchisee shall surrender possession of the Franchised Location to Franchisor and Franchisor shall be entitled
to, and Franchisee shall provide Franchisor with, immediate possession of the Franchised Location, and
Franchusee shall no longer be entitled to the use or occupancy of the Franchised Urnut or the Franchised Location,
including all of Franchisee s nights 1n and to the same, including all improvements, buildings and fixtures which
are a part of the same will, in all respects, be deemed to have been terminated and, under the terms of this
Agreement and the applicable provisions of the Franchise Agreement, assigned to Franchisor Franchisor shall
have the night to manage and operate the Franchised Unit at the Franchised Location immediately upon its
exercise of the Option

73 De-ldentification of Franchised Unit If Franchisor does not exercise the Option upon
a termination of the Franchise Agreement and/or Lease Franchisor shall have the right to enter the Franchised
Unit and the Franchised Location to remove and modify to Franchisor's satisfaction, all distinctive design
features and characteristics of the Franchised Urut and the Franchised Location, including distinctive interior
designs and surface matenals and refrigeration equipment, display fixtures, color decor and interior and
exterior signs and all other items 1dentifying the Franchised Urut and the Franchised Location as a La Salsa®
Restaurant
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8 RESTRICTIONS ON TRANSFER

This Agreement may not be assigned by Franchisee without the prior written consent of
Franchisor Franchisee shall not sell, transfer, assign, sublet or otherwise encumber any or all of its right, title or
mterest in and to the Franchised Urit, the Franchuse Agreement or the Lease, except in accordance with the
applicable terms and conditions of the Franchise Agreement Franchisee shall not amend, modify or alter the
Lease during the term of this Agreement without the prior written consent of Franchisor and shall provide
Franchisor with at least thirty (30) days prior written notice of any proposed amendment, modification,
alteration, extension or renewal of the Lease

9 POWER OF ATTORNEY

Franchisee hereby irrevocably appoints Franchisor as its attorney-in-fact to exercise any and all
of Franchisee’s nights mn, to and under the Lease and 1n and to the Franchised Location upon the occurrence of a
default or an event of default under the Lease or Franchise Agreement Lessor acknowledges this appointment
and agrees to recogruze and accept the rights and actions of Franchusor under this appointment

10 GENERAL PROVISIONS

101  Goverming Law This Agreement shall be governed and construed in accordance with
the laws of the State in which the Franchised Location 1s located

102  Notices Except as otherwise expressly provided herem, all wntten notices and reports
permitted or required to be delivered by the parties pursuant hereto shall be deemed so delivered at the time
delivered by hand, one (1) business day after electronic transmission (with confirmation copy sent by regular
Uniuted States mail), or three (3) business days after placement in the United States mail by Registered or
Certified Mail, Return Receipt Requested, postage prepaid and addressed as follows }

|

If to Franchisor La Salsa Franchise, LLC !
320 Commerce, Suite 100
Irvine, California
Attention Charles Rink, Chief Executive Officer
Facsimile No (949) 270-8901

With a copy (which shall not constitute notice) to

Barry Kurtz, Esq
Lewitt, Hackman, Shapiro, Marshall & Harlan
16633 Ventura Boulevard, 11t Floor
Encino, Califorrua 91436-1865
Facsumule No  (818) 981-4764
If to Franchisee |

Attention
Facsimile No
If to Lessor
]
Attention
Facsimile No
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Any party may change his or its address by giving ten (10) days prior written notice of such change to all other
parties

103  Waivers The delay omussion or forbearance by Franchisor to take action to remedy or
seek damages for the breach or default of any term, covenant or condition of this Agreement or to exercise any
right, power or duty arnsing from such breach or default shall not be deemed to be a waiver of such term,
covenant or condition or any subsequent breach or default of the same or any other term, covenant or conditton
of this Agreement The subsequent acceptance of performance by Franchisor shall not be deemed to be a warver
of any preceding breach or default by Franchisee other than its failure to pay the particular payment so
accepted, regardless of Franchisor’s knowledge of such preceding breach or default at the time of acceptance of
such payment

104  Attorneys' Fees If any legal action 1s brought to enforce the terms of this Agreement,
the prevailing party shall be entitled to reasonable attorney's fees and costs, and any and all costs of collection,
m addition to any other relief to which that party may be entitled

105  Modification This Agreement may be modified only by a writing executed by the
party sought to be bound

106  Entire Agreement This Agreement and the other agreements referred to in this
Agreement, and any other agreement that may be executed by the parties concurrently with the execution of
this Agreement, set forth the entire agreement and understanding of the parties with regard to the subject
matter of this Agreement and any agreement, representation or understanding, express or implied, heretofore
made by either party or exchanged between the parties are hereby waived and canceled

107  Cumulative Remedies Any specific night or remedy set forth in this Agreement, legal,
equitable, or otherwise, shall not be exclusive, but shall be cumulative with all other rights or remedies set forth
in this Agreement or allowed or allowable by law

108  Captions The various titles of the Sections m this Agreement are used solely for
convenience and shall not be used 1n interpreting or construing any word, clause, section or paragraph of this
Agreement

109  Gender All words used 1n this Agreement in the singular shall include the plural and
the masculine gender shall include the fermmune and neuter and the neuter shall include the masculine and
feminune

1010 Successors This Agreement shall be binding upon all of the parties to this Agreement,
their respective heirs, executors, admirustrators, personal representatives, successors and assigns

1011 Severabiltty The mvahdity of any one or more of the provisions contamned mn this
Agreement as determined by a court of competent jurisdiction shall mn no way affect the validity of any other
provision hereof

1012 Additional Documents Each of the parties agrees to execute, acknowledge and deliver
to the other party and to procure the execution, acknowledgment and delivery to the other party of any
addittonal documents or instruments which erther party may reasonably require to fully effectuate and carry
out the provisions of this Agreement

1013 Counterparts and Electronic Transmission, Electronic Signatures This Agreement
may be executed i any number of counterparts, each of which shall be deemed to be an origmal and, all of
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which together shall be deemed to be one and the same nstrument Copies of this Agreement with signatures
that have been transmutted by email or by facsimile shall constitute and be deemed original copies of this
Agreement for all purposes, provided that the copies are fully executed, dated and 1dentical in form {to the
original hard copy version of this Agreement In additton this Agreement may be signed electrorucally by the
Parties and electronic signatures appearing on this Agreement shall be deemed to be the same as handwritten
signatures for the purposes of the validity, enforceability and admissibility of this Agreement

1014 General Franchisee acknowledges that Franchisee has carefully read this Agreement
and all other related documents to be executed concurrently or in conjunction with the execution hereof, that
Franchisee has obtained the advice of counsel i connection with entering into this Agreement, that Franchisee
understands the nature of this Agreement, and that Franchisee intends to comply herewith and be bound
hereby Franchisee further acknowledges that 1t has read and understood this Agreement and that Franchisor
has accorded Franchisee ample time and opportunuty to consult with advisors of Franchisee s own choosing
about the potential benefits and risks of entering into this Agreement

1015 Atypical Terms Franchisee acknowledges and agrees that Franchisor has made no
warranty or representation that all Option to Obtain Lease Assignment Agreements previously 1ssued or 1ssued
after this Agreement by Franchisor do or will contain terms substantially similar to those contamned 1n this
Agreement Franchisor may, 1n 1its reasonable business judgment and 1its sole and absolute discretion, due to
local business conditions or otherwise, waive or modify comparable provisions of other Option to Obtain [Lease
Assignment Agreements previously executed or executed after the date of this Agreement with other La Salsa®
Franchusees i a non-uniform manner [

(Signature Page Follows)
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|

IN WITNESS WHEREOF, the parties have executed this Agreement as of the day and year first above
written
FRANCHISOR \

LA SALSA FRANCHISE, LLC, {
A Delaware limited liability company

By
Charles Rink, its Chief Executive Officer
FRANCHISEE
[ 1A corporation,
[ 1A limited hiability company,
[ 1A general partnershup, [
[ 1A Iimited partnershup,
[ ]1Anindividual
[ ] Other (specify)
By
Name
Title , and Individually !
LESSOR
l
|
!
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EXHIBIT M
LA SALSA FRANCHISE, LLC
FRANCHISE DISCLOSURE DOCUMENT

LIST OF FRANCHISEES



Exhibit M - 2015 La Salsa Franchise Listing

Unit# [Name Street City ST Zip Phone
492 Tucson 1021 N Wilmot Road Tucson AZ |85711 (520) 747-0066
513 Tucson 3007 E Speedway Tucson AZ |85716 (520) 326-4040
588 Fremont 5525 Auto Mall Pkwy Fremont CA 94538 (510) 651-1737

1 Pico 11077 W Pico Bivd Los Angeles CA 90064 (310) 479-0919
80 Union Bank 445 S Figueroa St #104 Los Angeles CA ]90071 (213) 683-8815
71 Mountain View 660 San Antonio Road Suite A Mountain View CA  ]94040 {650) 917-8290
75 Qakland 501 14th Street Ste 24 Oakland CA 94612 (510) 834-3422
73 San Bruno 1230 EL Camino Real Ste Q San Bruno CA |94066 (650) 588-9722
70 San Leandro 1207 MARINA BLVD San Leandro CA |94577 (510) 352-9095
427 Thousand Oaks 382 W Hillcrest Dnve #4 Thousand Oaks |CA 91360 (805) 496-1327
515 Purdue Memonal Union 101 N Grant Street West Lafayette IN 47906 (765) 494-8895
510 Creve Coeur 12536 Olive Bivd Creve Coeur MO 63141 (314) 275-7257
488 Las Vegas - Planet Hollywood 3663 S Las Vegas Blvd #380 Las Vegas NV 189109 (702) 892-0645
497 Las Vegas - Showcase Mall 3785 S Las Vegas Bivd Ste 1500 Las Vegas NV {88109 (702) 240-6944

431 Primm 31900 Las Vegas Bivd S Primm NV |89019-7002| (800) 386-7867
485 Las Vegas-Fashion Outlets 32100 Las Vegas Blvd South space F542L Primm NV |89018 (702) 874-0253
417 Austin 3637 Far West Blvd Ste F Austin X [78731 (512) 342-1010
541 Houston Airport 3200 Terminal Road Houston TX 77032 (281) 443-9027

10f1




2015 La Salsa Franchise Closures

Confirmed
Unit # Unit Name Address City State| Zip Owner Key Contact Phone Closing Date
589 |Milpitas 602 Great mall Drive #447  |Milpitas CA 95035/SBI Enterpnises LLC |David Bevilacqua (408) 588 - 4060 12/31/14
135 |Rockaway 321 Mount Hope Ave Rockaway |NJ 7866 |Demetrios Mikelis David Bevilacqua (973) 989-5400 3/11/15
101 |Dublin 4930 DUBLIN BLVD Dublin CA __ [94568 |Preet Ballagan David Bevilacqua (925) 803-9200 3/2115
401 |Northridge 9301 Tampa Avenue Space {Northridge |CA  [91324 |Andy Goldman David Bevilacqua (818) 700-1501 6/9/15
405 |Tucson 4861 E Grant Road #101 Tucson AZ [85712 |Margie Fenton David Bevilacqua (520) 322-5800 8/22/15

\\Fs \apps\lhsmh\PK\26035-6\1003512 xisx 1003512 xisx 2015 Closings




EXHIBIT N
LA SALSA FRANCHISE, LLC
FRANCHISE DISCLOSURE DOCUMENT

LIST OF STATE ADMINISTRATORS AND AGENTS FOR SERVICE OF PROCESS



EXHIBIT N

STATE
STATE ADMINISTRATOR
AGENT FOR SERVICE OF PROCESS
CALIFORNIA Department of Business Oversight California,
320 West 4t Street, Sutte 750 Comurussioner of the Department of Business
Los Angeles, Califorrua 90013 Oversight
(213) 576-7505 320 West 4th Street, Suite 750
(866) 275-2677 Los Angeles, California 90013
(213) 576-7505
(866) 275-2677
HAWAII Business Registration Division Comurussioner of Securities of the State of
Department of Commerce and Consumer Affarrs Hawan
335 Merchant Street Room 203 Department of Commerce & Consumer
Honolulu, Hawan 96810 Affairs
(808) 586-2722 Business Registration Division
Securihes Compliance Branch
335 Merchant Street Room 203
Honolulu, Hawan 96813
(808) 586-2722
ILLINOIS Franchise Bureau Franchise Bureau
Office of the Attorney General Office of the Attorney General
500 South Second Street 500 South Second Street
Springfield, Ilinois 62706 Springfield, lhnois 62706
(217) 782-4465 (217) 782-4465
INDIANA Indiana Secretary of State Indiana Secretary of State
Securities Division302 West Washington Street, Room Securities Division
E-111 302 West Washington Street, Room E-111
Indianapolis, Indiana 46204 Indianapolis, Indiana 46204
(317) 232-6681 (317) 232-6531
MARYLAND Office of the Attorney General Maryland Securities Commissioner
Secunties Division Office of the Attorney General
200 St Paul Place Securities Division
Baltimore, Maryland 21202-2021 200 St Paul Place
(410) 576-6360 Baltimore, Maryland 21202-2021
(410) 576-6360
MICHIGAN Michigan Department of Attorney General Michigan Department of Commerce
Consumer Protection Division Corporations and Securities Bureau
Attn Franchise Section 6546 Mercantile Way
525 West Ottawa Lansmg, Michigan 48909
G Mennen Williams Building, 1st Floor
Lansing, Michigan 48933
(517) 373-7117
MINNESOTA Minnesota Department of Commerce Minnesota Department of Commerce
85 7th Place East, Sute 500 85 7t Place East, Suite 500
St Paul, Minnesota 55101-2198 St Paul, Minnesota 55101-2198
(651) 296-4026 (651) 296-4026
NEBRASKA Nebraska Department of Banking And Finance Nebraska Department of Banking and Finance

Bureau of Securities/Financial Institutions Division
1526 K Street, Suite 300
Lincoln, Nebraska 68508-2723
(402) 471-2171

Bureau of Securities/Financial Institutions
Division
1526 K Street, Suite 300
Lincoln, Nebraska 68508-2723

(402) 471-2171

L \pkaravanich\My Documents\ La Salsa\ 2016 Filed\N DOC
2016 LA SALSA STATE AGENTS AND AGENCIES



STATE

STATE ADMINISTRATOR

AGENT FOR SERVICE OF PROCESS

NEW YORK Office of the New York State Attorney General Attention New York Secretary of State
Investor Protection Bureau New York Department of State
Franchise Section One Commerce Plaza
120 Broadway, 23+ Floor 99 Washington Avenue, 6t Floor
New York, New York 102710332 Albany, New vork 12231
(212) 416-8236 (Phone) (518) 473-2492
(212) 416-6042 (Fax)
NORTH North Dakota Secunihes Department North Dakota Secunties Department600 East
DAKOTA 600 East Boulevard Avenue Boulevard Avenue
State Capitol State Capatol
Fifth Floor, Department 414 Fifth Floor, Department 414
Bismarck, North Dakota 58505-0510 Bismarck, North Dakota 58505-0510
(701) 328-4712 (701) 328-4712
OREGON Department of Insurance and Finance Department of Insurance and Finance
Corporate Securities Section Corporate Securities Section
Labor and Industnes Building Labor and Industnes Building
Salem, Oregon 97310 Salem, Oregon 97310
(503) 378-4387 (503) 378-4387
RHODE Director, Secunties Division Secunties Division
ISLAND State of Rhode Island Department of Business Regulation,
Department of Business Bldg 69, First Floor
Bldg 69, First Floor John O Pastore Center
John O Pastore Center 1511 Pontiac Avenue,
1511 Pontiac Avenue, Cranston Rhode Island 02920
Cranston, Rhode Island 02920 (401) 462 9582
(401) 462 9582
SOUTH Department of Labor and Regulation Director, Department of Labor and Regulation
DAKOTA Division of Securities Division of Securities
124 South Euclid, Suite 104 124 South Euchd, Suite 104
Pierre, South Dakota 57501 Pierre, South Dakota 57501
(605) 773-4823 (605) 773-4823
VIRGINIA State Corporation Commussion Clerk, State Corporation Commussion
Division of Securities and Retail Franchising Division of Securities
1300 East Main Street 1300 East Main Street
Richmond, Virgirua 23219 Richmond, Virgima 23219
(804) 371-9051 (804) 371-9051
WASHINGTON Department of Financial Institutions Drrector, Department of Financial Institutions
Securities Division Securities Division
P O Box 9033 150 Israel Road SW
Olympia, Washington 98507 Thurd Floor
(360) 902-8760 Tumwater, Washington 98501
WISCONSIN Franchuse Registration Securnties and Franchuse Registration

Division of Secunties
Wisconsin Department of Fmanaal Institutions
201 West Washington Avenue, Suite 300
Madison, Wisconsin 53703
(608) 266-1064

Wisconsin Secunties Commussion
201 West Washington Avenue Swte 300
Madison, Wisconsin 53703
(608) 266-1064
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STATE SPECIFIC ADDENDUM



EXHIBIT O
LA SALSA FRANCHISE, LLC
STATE SPECIFIC ADDENDA :

Each provision of this Addenda shall be effective only to the extent, with respect to such

provision, that the jurisdictional requirements of a state are met independently, without reference to this
Addenda i
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CALIFORNIA
ADDENDUM TO DISCLOSURE DOCUMENT

Califorrua Corporations Code, Section 31125 requires the franchisor to give the franchisee a disclosure
document, approved by the Department of Business Oversight, prior to a solicitation of a proposed material

modification of an existing franchise

THE CALIFORNIA FRANCHISE INVESTMENT LAW REQUIRES THAT A COPY OF ALL PROPOSED
AGREEMENTS RELATING TO THE SALE OF THE FRANCHISE BE DELIVERED TOGETHER WITH THE

DISCLOSURE DOCUMENT

OUR WEBSITE HAS NOT BEEN REVIEWED OR APPROVED BY THE CALIFORNIA DEPARTMENT
OF BUSINESS OVERSIGHT ANY COMPLAINTS CONCERNING THE CONTENT OF THIS WEBSITE MAY

BE DIRECTED TO THE CALIFORNIA DEPARTMENT OF BUSINESS OVERSIGHT at www dbo ca gov.

1

2

The following language 15 added to the end of Item 3 of the Disclosure Document

Neither we nor any person identified 1n Item 2, or an affihate or franchuse broker offering
franchuses under our principal trademark 1s subject to any currently effective order of any national
securities association or national securities exchange, as defined in the Securities and Exchange
Act of 1934, 15 USC A 78a et seq, suspending or expelling such person from membership m
such association or exchange

The fourth row second column in Item 6 of the FDD 1s hereby deleted 1n 1ts entirety and replaced with

the following

1 5% per month (18% per year), but not exceeding the maximum legal rate, which is currently 10% in

California

Item 10 Footnote ‘Seller Financing” 1s hereby amended to mclude the following
“The highest interest rate allowed by law in Califorrua 1s 10% ”

The following paragraphs are added at the end of Item 17 of the Disclosure Document

The Franchise Agreement requires franchisee to sign a general release of claims upon
renewal or transfer of the Franchuise Agreement Califormia Corporations Code Section 31512
provides that any condition, stipulation or provision purporting to bind any person acquiring any
franchise to waive compliance with any provision of that law or any rule or order thereunder 1s
void

Califorma Business and Professions Code Sections 20000 through 20043 provide rights to
franchisees concerning termunation, transfer or non-renewal of a franchise If the Franchise
Agreement contains a provision that 1s inconsistent with the law, the law will control

The Franchise Agreement provides for termination upon bankruptcy This provision
may not be enforceable under federal bankruptcy law (11 USC A Sec 101 et seq )

The Franchise Agreement contains a covenant not to compete which extends beyond the
termunation of the franchise This provision may not be enforceable under Califorma law but we
will enforce 1t to the extent enforceable

\\Fs1\apps\ lhsmh\ PK\ 26035-6\1062498 DOCX
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The Franchise Agreement contains a hquidated damages clause Under California Civil
Code Section 1671, certain hquidated damages clauses are unenforceable

Prospective franchisees are encouraged to consult private legal counsel to determune the
applicability of Califorria and federal laws (such as Business and Professions Code Section
200405, Code of Civil Procedure Section 638 et seq, and the Federal Arbitration Act) to any
provisions of a franchise agreement restricing venue to a forum outside the State of California.
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LA SALSA FRANCHISE, LLC
EXHIBIT P

CLOSING QUESTIONNAIRE
(LA SALSA #__)

The undersigned Franchisee desires to enter into (check applicable box) [ ] an Area Development Agreement
with La Salsa Franchise, LLC ( Franchisor ), for the development area described below (the “Development
Area’) or [ ] a Franchise Agreement with Franchisor Franchisor requires that Franchisee complete thus
Questionnatre 1 order to enable Franchisor to confirm that Franchisor and its employees and representatives
have fully comphed with all applicable franchise registration and disclosure laws

1

4

Full name of Franchisee l

[ ] Development Area or [ ] Franchuse Location

Franchisee 1s {Check applicable box)

[ 1 Anindividual,

[ 1 A corporation,

[ 1 A lumuted liability company,

[ ] A general parinership,

[ ] A limited partnership l

If Franchisee 1s other than an individual, indicate the capacity in which the undersigned 1s authorized to

act on behalf of Franchisee (Check applicable box)

[ 1Officer (insert title)

[ ] General Pariner

[ ] Other (please explain)

Did Franchisee receive a Franchise Disclosure Document? [ ] Yes [ ] No
On what date was the Disclosure Document received, and by whom?

Recipient |

Date

{L \ pkaravamch\ My Documents\ La Salsa\ 2016 Filed\ P DOCX
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7  Below, please indicate the contracts proposed to be executed by Franchisee in connection with execution
of the Area Development Agreement or Franchise Agreement, as applicable (collectively the Agreements )
and the date that the final form of such Agreements were delivered to Franchisee

Agreement Date Received

Area Development Agreement
Franchise Agreement
Guaranty

General Release

—p— — — —
e b ) b et

8  Name of salesperson(s) handling this sale for Company

9 Were any oral or written statements made to Franchisee by Franchisor, the salesperson(s) listed above,
or any other representatives of Company concerning the actual sales, profits or earnings of any franchised or
company-owned Restaurant(s), or potential sales, profits or earnings that could be anticipated at any location,
including a location within the Development Area? [ ] Yes[ ] No

If yes, please explain in detail (attach additional sheets if necessary) and if none, write ‘none’ I

10 Did Franchisee carefully review and understand the Disclosure Document, the Area Development
Agreement and Franchise Agreements as applicable, and the other Agreements? [ ] Yes[ ] No

If no, please explain

1

11  Dud Franchisee ask Franchisor any questions concerning the Disclosure Document or Agreements that
were not satisfactordy answered? [ ] Yes[ ] No

If yes, please explamn

{L \ pkaravanich\My Documents\ La Salsa\ 2016 Filed\ P DOCX
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12 Dud the salesperson(s) isted above, or any other employee or representative of Franchisor, make any
statement to Franchisee which 1s inconsistent with the information described 1n the Disclosure Document?
[ ]1Yes[ ]No

If yes, please explain i

13 Did any employee or other person on Franchisor's behalf make any statement or promuise
Franchisor’s affihated companes other than the information contained in the Disclosure Document?
[ ]1Yes[ ]No

about

f

If yes, please explain

14 Did Franchisee contact other area developers and franchisees of Franchisor to discuss Franchuisee s
possible execution of the area development agreement or franchise:agreement, as applicable? [ ] Yes [ ] No

15 If your answer to question 14 was yes, please identify such area developers or franchisees (attach extra
sheets 1f necessary) ’

16  Did Franchisee employ an attorney to render advice to Franchisee concerning the execution of the Area
Development Agreement or Franchuse Agreement, as applicable? [ ] Yes[ ] No

If yes, please insert the name, address and telephone number of such attorney

{L \ pharavanich\My Documents\ La Salsa\ 2016 Filed\ P DOCX
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17  Did Franchisee consult with an accountant or other financial advisor in connection with the execution of
the Area Development Agreement or Franchise Agreement, as applicable? [ ] Yes[ ] No

I
If yes, please insert the name, address and telephone number of such accountant or financial advisor

[ ] Accountant

[ ] Other (please describe)

18 Has Franchusee, directly or through one (1) or more affiiated business entities, previously constructed a
La Salsa® Restaurant? [ ] Yes [ ] No, if yes’, how many?

19 Has Franchuisee, directly or through one (1) or more affihated business entities, previously operated a La
Salsa® Restaurant? [ ] Yes [ ] No, if ‘yes”, for how long? ’

20 If Franchisee has checked ‘yes” to questions 18 and/or 19, Franchisee represents and agrees that
Franchisee 1s entermng into the Franchise Agreement or Area Development Agreement, as applicable, based on
Franchusee s own knowledge of and experience with the System, and Franchisee s other Restaurant(s), and not
in reliance upon any statements or information made or provided, or alleged to have been made or provided by
Company, or its affihates, or any of its or their officers, directors, agents, employees or representatives

AGREED
Franchisee’s Initials |

FRANCHISEE UNDERSTANDS THAT FRANCHISOR IS ACTING IN RELIANCE ON THE
TRUTHFULNESS AND COMPLETENESS OF FRANCHISEE S RESPONSES TO THE QUESTIONS ABOVE IN
ENTERING INTO THE AREA DEVELOPMENT AGREEMENT OR FRANCHISE AGREEMENT WHH
FRANCHISEE FRANCHISEE ACKNOWLEDGES AND AGREES THAT IN THE EVENT THAT|ANY
DISPUTE ARISES, THIS QUESTIONNAIRE SHALL BE ADMISSIBLE AS EVIDENCE IN ANY LEGAL
ACTION, AND FRANCHISEE HEREBY WAIVES, TO THE FULLEST EXTENT PERMISSIBLE UNDER THE

LAW, ANY OBJECTION TO SUCH ADMISSION OF THIS QUESTIONNAIRE
FRANCHISEE

DATED

(Print name)

DATED !

(Print name)

Individually, and on behalf of

{L \ pkaravanich\My Documents\ La Salsa\2016 Filed\ P DOCX
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LA SALSA FRANCHISE, LL.C
FINANCIAL STATEMENTS

FOR THE YEARS ENDED DECEMBER 28, 2015 AND DECEMBER 29, 2014
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MARCUM

ACCOUNTANTS 4 ADVISORS

INDEPENDENT AUDITORS’ REPORT

The Board of Directors and Members of
La Salsa Franchise, LLC

Report on the Financial Statements

We have audited the accompanying balance sheets of La Salsa Franchise, LLC as of December
28, 2015 and December 29, 2014 and the related statements of income, changes 1n member’s
equity, and cash flows for the years then ended, and the related notes to the financial statement%

|
Management’s Responsibility for the Financial Statements

Management 1s responsible for the preparation and fair presentation of these financial statements
1n accordance with accounting principles generally accepted 1n the Unuted States of America, this
includes the design, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of financial statements that are free of materal nusstatemeﬁt,
whether due to fraud or error |

Auditors’ Responsibility

Our responsibility 1s to express an opinion on these financial statements based on our audits We
conducted our audits 1n accordance with auditing standards generally accepted in the United
States of America Those standards require that we plan and perform the audits to obtain
reasonable assurance about whether the financial statements are free of material misstatement

An audit mvolves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error In making those risk assessments, the auditor considers
internal control relevant to the entity’s preparation and fair presentation of the financial
statements 1n order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity’s internal control
Accordingly, we express no such opinion An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of significant accounting estimates made by

management, as well as evaluating the overall presentation of the financial statements I

We believe that the audit evidence we have obtained 1s sufficient and appropriate to provide'a
basis for our audit opinion

MARCUMGROUP

MEMBER

Marcum P ® 1920 Main Street @ Surte 950 o Irvine Califorma 92614 & Phone 949 236 5600 = Fax 949 236 5601 = www marcumlip com



Opinion

In our opinion, the financial statements referred to above present fairly, 1n all matenal respects,
the financial position of La Salsa Franchise, LLC at December 28, 2015 and December 29, 2014
and the results of its operations and 1ts cash flows for the years then ended 1n accordance with
accounting principles generally accepted 1n the United States of America

Emphas:s of Matter

)
As discussed 1n Note 2 to the financial statements, the 2014 financial statements have been
restated for the correction of an error and to reflect certain reclassifications  Further, as

discussed 1n Note S, the Company’s related party relationships are sigmficant Our opnion 1s
not modified with respect to these matters

Nareasd LLP

Irvine, CA
July 7, 2016



LA SALSA FRANCHISE, LLC
BALANCE SHEETS

DECEMBER 28, 2015 AND DECEMBER 29, 2014

|

|

December 28,  December 29,
2015 2014
(Note 2) ,
Assets l
Current Assets
Cash $ 1,032,000 $ 1,169,000
Royalties receivable, net of allowance of
$117,000 and $189,000, respectively 61,000 90,000
Total Current Assets 1,093,000 1,259,009
Franchise Rughts, Net of Accumulated Amortization |
of $1,412,000 and $1,348,000, respectively 88,000 152,000
Total Assets $ 1,181,000 $ 1,411,000
l
Liabihties and Member's Equity
Current Liabihities
Accounts payable and accrued liabilities $ 18,000 3 35,000
Due to related party 9,000 1,000
Total Current Liabilities 27,000 36,00(;I)
Unearned Franchise and Development Fees -- 10,000
Total Liabihities 27,000 46,000
|
Member's Equity 13,629,000 12,698,000

Advances to Member
Net Member's Equuty

Total Liabihties and Member's Equity

(12,475,000)

(11,333,000)

1,154,000

1,365,000

$ 1,181,000

$ 1,411,000

i

t

The accompanying notes are an integral part of these financial statements
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LA SALSA FRANCHISE, LLC

STATEMENTS OF INCOME

FOR THE YEARS ENDED DECEMBER 28, 2015 AND DECEMBER 29, 2014

Revenues
Royalty revenues
Franchise fees

Total Revenues

Selling, General and Admimistrative Expenses

Amortization of Franchise Rights

Write-off of Franchise Rights

Marketing Fund Contributions 1n Excess of

Expenditures

Income Before Provision for Income Taxes

Prowvision for Income Taxes

Net Income

December 28,  December 29,
2015 2014 !
(Note 2) |

|

$ 1,004,000 $ 1,082,000
10,000 -
1,014,000 1,082,00I|0
60,000 42,00'0
53,000 67,000
11,000 -
(48,000) .
938,000 973,000
7,000 7,000

$ 931,000 § 966,006

[
i

The accompanying notes are an integral part of these financial statements
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LA SALSA FRANCHISE, LL.C

STATEMENTS OF CHANGES IN MEMBER'S EQUITY

FOR THE YEARS ENDED DECEMBER 28, 2015 AND DECEMBER 29, 2014

Balance at December 30, 2013
as Previously Presented

Prior period adjustments for restatements

Balance at December 30, 2013
as Restated (Note 2)

Net income
Advances to member

Balance at December 29, 2014
as Restated (Note 2)

Net income

Advances to member

Balance at December 28, 2015

Member's Advances Net Member's
Equity to Member Equity
$ 8,586,000 § (7,753,000) 833,000
|

3,146,000 (2,949,000) 197,000
11,732,000 (10,702,000) 1,030,000
966,000 - 966,000

-- (631,000) (631,000)

12,698,000 (11,333,000) 1,365,000
931,000 - 931,000

-- (1,142,000) (1,142,000)

$ 13,629,000 $(12,475,000) $ 1,154,000

The accompanying notes are an integral part of these financial statementls
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LA SALSA FRANCHISE, LLC

STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 28, 2015 AND DECEMBER 29, 2014

Cash Flows From Operating Activities
Net income
Adjustments to reconcile net income to net cash
provided by operating activities
Amortization of franchise rights
Write-off of franchise rights
Changes 1n operating assets and liabilities
Royalties receivable
Accounts payable and accrued habilities
Unearned franchise and development fees
Due to related party

Total Adjustments

Net Cash Provided by Operating Activities

Cash Flows Used in Financing Activities
Advances to member

Net (Decrease) Increase in Cash
Cash - Beginning

Cash - Ending

Supplemental Disclosure of Cash Flow Information

Cash paid during the years for
Interest
Income taxes

December 28,  December 29,
2015 2014 |
(Note 2)

$ 931,000 §$ 966,000
53,000 67,000
11,000 --

29,000 (30,00(?)
(17,000) 23,00(|)
(10,000) 10,000
8,000 1,000
74,000 71,000
1,005,000 1,037,000

(1,142,000) (631,000)
(137,000) 406,000
1,169,000 763,000
$ 1,032,000 § 1,169,000
!
|
|
$ - 3 -
$ 7,000 $ 7,000

The accompanying notes are an integral part of these financial statements
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LA SALSA FRANCHISE, LLC
NOTES TO FINANCIAL STATEMENTS

FOR THE YEARS ENDED DECEMBER 28, 2015 AND DECEMBER 29, 2014

NOTE 1 - BUSINESS ACTIVITY
NATURE OF BUSINESS

La Salsa Franchise, LLC (the “Company”) was formed on May 10, 2007 and began
operations on July 17, 2007 The Company was mtially a wholly-owned subsidiary of La
Salsa, Inc  Subsequent to a debt and equity restructuring as of September 29, 2009, the
Company was distributed to and became a wholly-owned subsidiary of BF Acquisition
Holdings, LLC (“BF Acquisition” or “Corporate”) The Company 1s headquartered’ n
Irvine, Califorma The Company sells franchise nghts granting the right to own and
operate La Salsa casual restaurants throughout the United States

Restaurants 1in operation during the years ended December 28, 2015 and December I29,
2014 consisted of the following

Franchised

Restaurants
Restaurants as of December 30, 2013 26
Restaurants closed 3

Restaurants as of December 29, 2014 23
Restaurants closed 4)
Corporate restaurant transferred to a franchisee (1)
Restaurants as of December 28, 2015 18

Franchise agreements have five to ten-year terms and in most cases can be renewed for
additional multi-year terms, generally up to ten years The Company has no employees or
facihity leases, and did not reimburse Corporate for any allocation of such expenses incurred
by Corporate for the years ended December 28, 2015 and December 29, 2014 (Note 5)

BASIS OF PRESENTATION

Purchase accounting adjustments have been pushed down to the Company 1n connection
with the debt and equity restructuring of BF Acquisiion on May 15, 2009 This
restructuring resulted 1n a sigmficant change 1n ownership and has been accounted for as a
purchase 1n accordance with ASC 805, Business Combinations, with intangible assets
recorded mn conformity with ASC 350, Intangibles, Goodw:ill and Other, requiring :an
allocation of the purchase price to the tangible and intangible net assets acquired based on
their relative fair values as of the date of the restructuring The allocation of the purchallse
price was based on management’s judgment and valuation assessments of the Company’s
tangible and intangible assets determined with the assistance of an independent third-party
appraiser i

|

|
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LA SALSA FRANCHISE, LLC
NOTES TO FINANCIAL STATEMENTS

FOR THE YEARS ENDED DECEMBER 28, 2015 AND DECEMBER 29, 2014

NOTE 2 - RESTATEMENT FOR THE CORRECTION OF AN ERROR

During the preparation of the 2015 financial statements, the Company determined that
marketing fund contributions received that exceeded marketing expenditures, which had
previously been accumulated 1n accrued lhiabilities, should have been recogmzed 1n income
in the period earned Therefore, the Company has restated its previously issued 2014
financial statements to reflect the accumulated excess contributions over expenditures, of
$197,000 at December 30, 2013 as an increase in total member’s equity There was no
effect on 2014 net income as previously presented as the net marketing fund activity 1n
2014 was not matenal

Further, certan amounts from member’s equity as of December 29, 2014 have been
reclassified to advances to member to correspond to the amounts as presented for the year
ended December 28, 2015, which had no effect on total member’s equity Certain amounts
from selling, general and administrative expenses for the year ended December 29, 2014
have been reclassified to provision for income taxes to correspond to the amounts as
presented for the year ended December 28, 2015 These reclassifications had no impact on
previously reported net income for the year ended December 29, 2014

The effects of the restatement and reclassifications on the Company’s previously issued
2014 financial statements 1s summarized as follows

Balance Sheet as of December 29, 2014

Previously Increase |
Reported (Decrease) Restated

Accounts payable and accrued

liabilities $ 233,000 $ (198,000) $ 35,000
Due to related party $ - 3 1,000 $ 1,000
Member’s equity $ 9,552,000 § 3,146,000 $ 12,698,000
Advances to Member $(8,384,000) $(2,949,000)  $(11,333,000)
Total liabilities and member’s equity $ 1,411,000 $ -- $ 1,411,000

Statement of Cash Flows as of December 29, 2014

Previously Increase
Reported (Decrease) Restated
Changes 1n operating assets and
liabilities
Accounts payable and accrued
liabilities $ 24000 § (1,000) $ 23,000
Due to related party $ - 3 1,000 § 1,000



LA SALSA FRANCHISE, LLC
NOTES TO FINANCIAL STATEMENTS

FOR THE YEARS ENDED DECEMBER 28, 2015 AND DECEMBER 29, 2014

NOTE 3 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
FISCAL YEAR

The Company operates on a 52 or 53-week year and has adopted a year-end date of the
Monday closest to December 31 The years ended December 28, 2015 and December 29,
2014 each consisted of 52 weeks {

The preparation of financial statements i conformity with accounting principles generally
accepted 1 the Umted States of Amenca (“GAAP”) requires management to make
estimates and assumptions that affect the amounts reported 1n the financial statements and
accompanying notes Actual results could differ from those estimates Assessment of the
impairment of franchise nghts assets and collectability of royalties receivable are subject to
significant estimates made by management |

ESTIMATES

FAIR VALUE OF FINANCIAL INSTRUMENTS

The Company’s financial instruments consist primarily of cash, royalties receivable, and
accrued liabilities The carrying value of all financial instruments 1s representative of their
fair values because of their short-term maturities

CASH

The Company maintains 1ts cash n bank depository accounts with major financial
institutions At times, cash balances may exceed federally msured limits The Company
has not experienced any losses 1n such accounts The Company believes cash balances are
not exposed to significant credit nsk

)
REVENUE RECOGNITION 'l

The Company recognzes inttial franchise fees as revenue when the franchise commences
operations, at which time the Company has substantially performed 1ts obligations related
to the franchise agreement Pnor to such time, franchise fees collected are recorded as
unearned franchise fees Unearned franchise fees totaled $0 and $10,000 at December 28,
2015 and December 29, 2014, respectively 1
Franchise royalties are based on a percentage of weekly restaurant sales by franchisees, arlld
are recognized as revenue 1n the week of such franchise restaurant sales



LA SALSA FRANCHISE, LLC
NOTES TO FINANCIAL STATEMENTS

FOR THE YEARS ENDED DECEMBER 28, 2015 AND DECEMBER 29, 2014

NOTE 3 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
ROYALTIES RECEIVABLE

Royalties recervable represent royalties due from franchisees and expose the Company to
risk to the extent that such amounts become uncollectible The Company reviews such
accounts pertodically and provides an allowance for doubtful accounts as necessary, based
on contractual terms and considering a franchisee’s financial condition, credit history, and
current economic conditions Royalties receivable are wntten off against the allowance
account when deemed uncollectible Recoveries of royalties receivable previously written
off are recorded as mncome when received An allowance for uncollectibility of $117,000
and $189,000 are recorded at December 28, 2015 and December 29, 2014, respectively

FRANCHISE RIGHTS

The May 15, 2009 debt and equity restructuring of BF Acquisition was accounted for as a
purchase As part of the purchase price allocation, franchise nghts of $1,500,000 were
allocated to the 43 individual franchised restaurants then in operation based upon an
independent valuation Franchise nghts are amortized on the straight-line basis over the
remaimng term of the franchise agreements The weighted average remaiming contractual
Iife of all franchise agreements was approximately three years at December 28, 2015
When a franchise store closes before the related allocated franchise nghts value has bee::n
fully amortized, the Company wntes off the remaming unamortized franchise rights
associated with the closed store in the year of closure

In accordance with ASC 350, the Company annually reviews the franchise nghts intangible
asset balance to determune whether or not conditions have created a long-term impairment
in value Impairment 1s evaluated by comparing the carrying value of the asset with the
estimated future net undiscounted cash flows expected to result from the use of the asset,
including cash flows from disposiion  Should the sum of the expected future net
undiscounted cash flows be less than the asset’s carrying value, the Company would
recognize an impairment loss at that date for the amount by which the carrying amount of
the asset exceeds 1ts fair value The Company did not recognize any impairment loss
during the years ended December 28, 2015 and December 29, 2014

ADVERTISING FUND i

BF Acqusition administers a cooperative advertising fund on behalf of franchisees
Corporate-owned stores and franchisees are generally required to contribute 1% of their
franchisee retail sales to the fund on a weekly basis, which 1s used to promote individual
franchuses, company owned stores and the La Salsa trademark on a local and regional basis
The Company reports advertising expenses net of contributions paid by the franchisees
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LA SALSA FRANCHISE, LL.C
NOTES TO FINANCIAL STATEMENTS

FOR THE YEARS ENDED DECEMBER 28, 2015 AND DECEMBER 29, 2014

NOTE 3 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

ADVERTISING FUND (CONTINUED)

Total contnbutions received, and advertising expenditures incurred, by the fund for the year
ended December 28, 2015 amounted to $272,000 and $243,000, respectively Total
contributions recerved, and advertising expenditures incurred, by the fund for the year
ended December 29, 2014 amounted to $299,000 and $280,000, respectively The
Company’s policy 1s to not carry forward the net contributions received in excess of
expenditures into future years and therefore, the net advertising contributions are recorded
as income Income from net contributions received in excess of expenditures for the years
ended December 28, 2015 and December 29, 2014 amounted to $48,000 and $0,
respectively When advertising expenditures incurred exceed total contributions received,
the Company’s policy 1s to charge the net excess advertising expenditures to expense

4

INCOME TAXES ’

The Company 1s a limited hability company taxed as a partnership Under this structufre,
the Company does not pay federal income tax on its taxable income Instead, the memk])er
accounts for the Company’s items of income, deductions, losses, and credits on 1ts income
tax return The Company 1s subject to Calhifornia’s annual limited liability company f]ee,
which 1s based on total Califorma annual revenues The Company’s federal income tax
returns are subject to examination by taxing authonties for years after 2012 The
Company’s state income tax returns are subject to examination by taxing authorities for the
years after 2011 |

The Company applies the provisions of Accounting for Uncertainty in Income Taxes under
ASC 740 Under ASC 740, the Company utilizes a two-step approach to recognizing and
measuring uncertain tax positions (tax contingenctes) The first step 1s to evaluate the tax
position for recognition by determining 1f the weight of available evidence indicates it 1s
more likely than not that the position will be sustained on audit, including resolution of
related appeals, or litigation processes The second step 1s to measure the tax benefit as the
largest amount, which 1s more than 50% likely of being realized upon ultimate settlement
There were no habilities recorded for unrecogmzed tax benefits related to uncertain tax
positions taken during the years ended December 28, 2015 and December 29, 2014 The
Company considers many factors when evaluating and estimating 1ts tax positions and tax
benefits, which may require periodic adjustments and which may not accurately forecast
actual outcomes
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LA SALSA FRANCHISE, LL.C
NOTES TO FINANCIAL STATEMENTS

FOR THE YEARS ENDED DECEMBER 28, 2015 AND DECEMBER 29, 2014

NOTE 3 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

INCOME TAXES (CONTINUED) |

In accordance with ASC 740, the Company has elected to include interest and penaltyles
related to 1ts tax contingencies 1n income tax expense There were no accruals for mteriest
and penalties recogmized for uncertan tax positions during the years ended
December 28, 2015 and December 29, 2014

BUSINESS CONCENTRATION ‘
The Company’s success 1s dependent on the ability of 1ts franchises to generate reven{les
and pay royalties As of December 28, 2015, the Company had royalty agreements 1n place
with 18 franchuses As of December 29, 2014, the Company had royalty agreements 1n
place with 23 franchises

NOTE 4 - FRANCHISE RIGHTS !

Franchise rights consisted of the following

December 28, December 29

2015 2014 |
Franchise rights $ 1,500,000 $ 1,500,000
Less accumulated amortization (1.412.000) (1,348.000)
!
l
Franchise Rights, Net 3 __ 88,000 $ 152,000

For the year ended December 28, 2015, amortization expense was $53,000 and the wnte-‘loff
of franchise nghts due to store closures was $11,000 For the year ended December 29,
2014, amortization expense was $67,000 and there were no write-offs of franchise rights ‘

|
As of December 28, 2015, estimated amortization expense for future years 1s as follows

|
For the Years Ending Amount :
I

2016 $36,000
2017 24,000
2018 22,000
2019 6.000
Total $88,000




LA SALSA FRANCHISE, LLC i
NOTES TO FINANCIAL STATEMENTS

FOR THE YEARS ENDED DECEMBER 28, 2015 AND DECEMBER 29, 2014

NOTE 5 - RELATED PARTY TRANSACTIONS

Advances to member are made to the Company’s single member, BF Acquisition, and
represents excess cash not required for general operating purposes For the years ended
December 28, 2015 and December 29, 2014, the Company made payments to its member
totaling $1,142,000 and $631,000, respectively As of December 28, 2015 and Deceml:aer
29, 2014, accumulated advances to member totaled $12,475,000 and $11,333,0(;)0,
respectively, which have been presented as a reduction of member’s equity on the
accompanying balance sheets |

The existence of such common ownership and management control could result 'm
differences within the Company’s operating results or financial position had the entities
been autonomous

The Company had payables to related parties of $9,000 and $1,000 as of December 28,
2015 and December 29, 2014, respectively, for amounts paid on the Company’s behalf and
are payable to the related parties

NOTE 6 - COMMITMENTS AND CONTINGENCIES ‘

From time to time, the Company may be a party to legal proceedings incidental to its
business In the opinion of management, based upon discussions with legal counsel, there
are no matters expected to have a matenal effect on the Company’s financial position or
results of operations

NOTE 7 - SUBSEQUENT EVENTS

The Company has evaluated subsequent events through July 7, 2016, the date the financial
statements were avatlable to be 1ssued, and no subsequent events requiring disclosure were
identified
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MARCUM

ACCOUNTANTS 4 ADVISORS

INDEPENDENT AUDITORS’ REPORT i

The Board of Directors and Members of
Trune LLC

Report on the Financual Statements

We have audited the accompanying balance sheets of La Salsa Franchise, LLC as of December
29, 2014 and December 30, 2013 and the related statements of income, changes in member’s
equity, and cash flows for the years then ended, and the related notes to the financial statements

Management’s Responsibility for the Financial Statements

Management 1s responsible for the preparation and fair presentation of these financial statements !
1n accordance with accounting principles generally accepted in the United States of America, this
includes the design, implementation, and maintenance of internal control relevant to the!
preparation and fair presentation of financial statements that are free of material misstatement, '
whether due to fraud or error

Auditor’s Responsibiity :

Our responsibility 1s to express an opinion on these financial statements based on our audits We
conducted our audits in accordance with auditing standards generally accepted in the United
States of America Those standards require that we plan and perform the audits to obtain
reasonable assurance about whether the financial statements are free of matenal misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures 1n the financial statements The procedures selected depend on the auditor’s
judgment, including the assessment of the nisks of material misstatement of the financial
statements, whether due to fraud or error In making those risk assessments, the auditor considers
internal control relevant to the entity’s preparation and fair presentation of the financial
statements 1n order to design audit procedures that are appropriate n the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity’s internal control
Accordingly, we express no such opinion An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements

We believe that the audit evidence we have obtained 1s sufficient and appropriate to provide a l
basis for our audit opinion :

: 1
MARCUMGROUP

MEMBER

Marcum wp » 1920 Main Street m Sulte 950 o Irvine Cafifornia 92614 = Phone 949.236 5600 o Fax 949 236 5601 & WWW mam:mllp.eo‘m



Opinion |
In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of La Salsa Franchise, LLC at December 29, 2014 and December 30, 2013
and the results of its operations and 1ts cash flows for the years then ended 1n accordance with
accounting principles generally accepted in the United States of America

Noreun LLP

Irvine, CA
March 26, 2015 !



LA SALSA FRANCHISE, LLC

BALANCE SHEETS

DECEMBER 29, 2014 AND DECEMBER 30, 2013

Assets
Current Assets

Cash

Royalties receivable, net of allowance of
$189,000 and $189,000

Total Current Assets

Franchise Rights, Net of Accumulated Amortization
of $1,348,000 and $1,281,000

Total Assets

Liabilities and Member's Equity

Current Liabihties
Accrued Liabilities

Unearned Franchise and Development Fees
Total Liabihties

Member's Equity

Advances to Member

Total Member's Equity

Total Liabilities and Member's Equity

December 29,  December 30,
2014 2013
$ 1169000 $§ 763,000
90,000 60,000
1,259,000 823,000
152,000 219,000
$ 1411000 § 1,042,000
§ 233000 § 209,000
10,000 --
243,000 209,000
9,552,000 8,586,000
(8,384,000) (7,753,000) |
1,168,000 833,000
$ 1,411,000 $ 1,042,000

The accompanying notes are an integral part of these financial statements
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LA SALSA FRANCHISE, LLC

STATEMENTS OF INCOME

FOR THE YEARS ENDED DECEMBER 29, 2014 AND DECEMBER 30, 2013

December 29,  December 30,

2014 2013

Revenues

Royalty revenues $ 1,082,000 $ 1,143,000

Franchise fees - 77,000
Total Revenues 1,082,000 1,220,000
Selling, General and Admmstrative Expenses 49,000 52,000
Amortization of Franchise Rights 67,000 82,000
Wnrite-off of Franchise Rights - 27,000
Net Income $ 966,000 $ 1,059,000

The accompanying notes are an integral part of these financial statements
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LA SALSA FRANCHISE, LLC
STATEMENTS OF CHANGES IN MEMBER'S EQUITY

FOR THE YEARS ENDED DECEMBER 29, 2014 AND DECEMBER 30, 2013

i

December 29,  December 30,

2014 2013
Member's Equity - Beginning $ 833,000 $ 355,000
Net income 966,000 1,059,000
Advances to member (631,000) (581,000) |
Member's Equity - Ending $ 1168000 §$ 833,000 \

J

The accompanying notes are an integral part of these financial statements.
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LA SALSA FRANCHISE, LLC

STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 29, 2014 AND DECEMBER 30, 2013

December29, December 30,
2014 2013

Cash Flows From Operating Activihes
Net income $ 966,000 $ 1,059,000
Adjustments to reconcile net income to net cash
provided by operating activities

l

Provision for bad debts - (4,000) |

Amortization of franchise rights 67,000 82,000

Write-off of franchise nghts - 27,000

Changes n operating assets and habilities

Royalties receivable (30,000) 6,000

Accrued habilities 24,000 12,000

Unearned franchise and development fees 10,000 (60,000)
Total Adjustments 71,000 63,000 :
Net Cash Provided by Operating Activities 1,037,000 1,122,000

Cash Flows Used in Financing Actiities |

Advances to member (631,000) (581,000)
Net Increase 1n Cash 406,000 541,000
Cash - Beginning 763,000 222,000 |
Cash - Ending $§ 1,169,000 § 763,000

Supplemental Disclosure of Cash Flow Information

Cash paid during the years for
Interest
Income taxes

& o
@

7,000 13,000

The accompanying notes are an integral pari of these financial statements
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LA SALSA FRANCHISE, LLC
NOTES TO FINANCIAL STATEMENTS

FOR THE YEARS ENDED DECEMBER 29, 2014 AND DECEMBER 30, 2013

NOTE 1 - BUSINESS ACTIVITY
NATURE OF BUSINESS

La Salsa Franchise, LLC (the “Company”) was formed on May 10, 2007 and began
operations on July 17, 2007 The Company was mitially a wholly-owned subsidiary of La
Salsa, Inc Subsequent to a debt and equity restructuring as of September 29, 2009, the
Company was distributed to and became a wholly owned subsidiary of BF Acquisition
Holdings, LLC (“BF Acquisition” or “Corporate”) The Company 1s headquartered n'
Irvine, Califorma The Company sells franchise rights granting the right to own and
operate La Salsa casual restaurants throughout the United States

Restaurants 1n operation during the years ended December 29, 2014 and
December 30, 2013 consisted of the following

Franchised

Restaurants
Restaurants as of December 31, 2012 29
Restaurants closed g
Restaurants as of December 30, 2013 26
Restaurants closed N
Restaurants as of December 29, 2014 23

Franchise agreements have five to ten-year terms and in most cases can be renewed for
additional multi-year terms, generally up to ten years The Company has no employees or
facility leases, but does reimburse BF Acquisition for an allocation of such expenses
incurred by BF Acquisition (see Note 4)

BASIS OF PRESENTATION

Purchase accounting adjustments have been pushed down to the Company in connection
with the debt and equity restructuring of BF Acquisition on May 15, 2009 This
restructuring resulted 1n a significant change 1in ownership and has been accounted for as a,
purchase i accordance with ASC 805, Business Combinations, with intangible assets
recorded 1n conformity with ASC 350, Intangibles, Goodw:ll and Other, requiring an
allocation of the purchase price to the tangible and intangible net assets acquired based on
therr relattve fair values as of the date of the restructuring The allocation of the purchase
price was based on management’s judgment and valuation assessments of the Company’s
tangible and intangible assets determined with the assistance of an independent third-party
appraiser



LA SALSA FRANCHISE, LLC
NOTES TO FINANCIAL STATEMENTS

FOR THE YEARS ENDED DECEMBER 29, 2014 AND DECEMBER 30, 2013

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
FiIscAL YEAR

The Company operates on a 52 or 53-week year and has adopted a year-end date of the
Monday closest to December 31 The years ended December 29, 2014 and
December 30, 2013 each consisted of 52 weeks

ESTIMATES

The preparation of financial statements in conformity with accounting principles generally
accepted mn the Umted States of Amenca (“GAAP”) requires management to make
estimates and assumptions that affect the amounts reported in the financial statements and
accompanying notes Actual results could differ from those estimates Assessment of the
impairment of franchise rights assets and collectability of royalties receivable are subject to
significant estimates made by management

FAIR VALUE OF FINANCIAL INSTRUMENTS ‘

The Company’s financial instruments consist primarily of cash, royalties receivable, andl
accrued liabilities The carrying value of all financial instruments 1s representative of their
fair values because of their short-term maturities

1

CASH ’

The Company maintains its cash in bank depository accounts with major financial ‘
nstitutions At times, cash balances may exceed federally insured limits The Company
has not experienced any losses 1n such accounts The Company believes cash balances are
not exposed to significant credit risk

REVENUE RECOGNITION

The Company recognizes nitial franchise fees as revenue when the franchise commences
operations, at which time the Company has substantially performed its obligations related
to the franchise agreement Prior to such time, franchise fees collected are recorded as
deferred revenue

Franchise royalties are based on a percentage of weekly restaurant sales:by franchisees, and '
are recognized as revenue 1n the week of such franchise restaurant sales



LA SALSA FRANCHISE, LLC
NOTES TO FINANCIAL STATEMENTS

FOR THE YEARS ENDED DECEMBER 29, 2014 AND DECEMBER 30, 2013

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) |
|

Royalties receivable represent royalties due from franchisees and expose the Company toj
risk to the extent that such amounts become uncollectible The Company reviews such
accounts periodically and provides an allowance for doubtful accounts as necessary, based
on contractual terms and considering a franchisee’s financial condition, credit history, and
current economic conditions Royalties receivable are wntten off against the allowance
account when deemed uncollectible Recoveries of royalties recervable previously written
off are recorded as ncome when received

ROYALTIES RECEIVABLE

FRANCHISE RIGHTS

As discussed more fully 1n Note 1, a debt and equity restructuring of BF Acquisition was
accounted for as a purchase as of May 15, 2009 As part of the purchase price allocation,
franchise rights of $1,500,000 were allocated to the 43 individual franchised restaurants
then 1n operation based upon an independent valuation Franchise rights are amortized on
the straight-line basis over the remaining term of the franchise agreements The welghtedj
average remaining contractual life of all franchise agreements was approximately two years|
at December 29, 2014 When a franchise store closes before the related allocated franchlse‘
nghts value has been fully amortized, the Company writes off the remaining unamortlzedt
franchise nights associated with the closed store i the year of closure

In accordance with ASC 350, the Company annually reviews the franchise nghts intangible
asset balance to determine whether or not conditions have created a long-term impairment
m value Impairment 1s evaluated by comparng the carrying value of the asset with the
estimated future net undiscounted cash flows expected to result from the use of the asset,
including cash flows from disposition Should the sum of the expected future net
undiscounted cash flows be less than the asset’s carrying value, the Company would
recognize an impatrment loss at that date for the amount by which the carrying amount of
the asset exceeds its fair value The Company did not recognize any impairment loss
during the years ended December 29, 2014 and December 30, 2013

ADVERTISING FUND

BF Acquisttion administers a cooperative advertising fund on behalf of its franchisees
Corporate-owned stores and franchisees are generally required to contribute 1% of their
franchise retail sales to the fund on a weekly basis, which 1s used to promote mdividual
franchises, company owned stores and the La Salsa trademark on a local and regional basis
The Company reports advertising expenses net of contributions paid by the franchisees



LA SALSA FRANCHISE, LLC
NOTES TO FINANCIAL STATEMENTS

FOR THE YEARS ENDED DECEMBER 29, 2014 AND DECEMBER 30, 2013

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
|

ADVERTISING FUND (CONTINUED) I

Total contributions received, and advertising expenditures incurred, by the fund for the year‘
ended December 29, 2014 amounted to $299,000 and $280,000, respectively Total,
contnbutions received, and advertising expenditures incurred, by the fund for the year
ended December 30, 2013 amounted to $301,000 and $280,000, respectively As of
December 29, 2014, there was $217,000 recorded in accrued labilities related to
contributions received 1n excess of expenditures As of December 30, 2013, there was
$197,000 recorded in accrued habilities related to contributions received in excess of
expenditures

INCOME TAXES

The Company 1s a imited hability corporation taxed as a partnership Under this structure,N
the Company does not pay federal income tax on its taxable income Instead, the member
accounts for the Company’s items of income, deductions, losses, and credits on 1ts income
tax return The Company 1s subject to Califorma’s annual limited hiability company fee,
which 1s based on total Califorma annual income The Company’s federal income tax
returns are subject to examination by taxing authorities for years after 2010 The
Company’s state income tax returns are subject to exammation by taxing authorities for the
years after 2009

The Company applies the provisions of Accounting for Uncertainty 1n Income Taxes under
ASC 740 Under ASC 740, the Company utilizes a two-step approach to recognizing and
measuring uncertain tax posttions (tax contingencies) The first step 1s to evaluate the tax
position for recognition by determining 1f the weight of available evidence ndicates 1t 1s
more likely than not that the position will be sustained on audit, ncluding resolution of
related appeals, or litigation processes The second step 1s to measure the tax benefit as the
largest amount, which 1s more than 50% likely of being realized upon ultimate settlement
There were no habilities recorded for unrecognized tax benefits related to uncertain tax
positions taken during the years ended December 29, 2014 and December 30, 2013 The |
Company considers many factors when evaluating and estimating its tax positions and tax
benefits, which may require periodic adjustments and which may not accurately forecast
actual outcomes |

In accordance with ASC 740, the Company has elected to include interest and penalties
related to its tax contingencies in mcome tax expense There were no accruals for interest
and penalties recognized for uncertan tax positions during the years ended |
December 29, 2014 and December 30, 2013
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LA SALSA FRANCHISE, LLC
NOTES TO FINANCIAL STATEMENTS

FOR THE YEARS ENDED DECEMBER 29, 2014 AND DECEMBER 30, 2013

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

BUSINESS CONCENTRATION

The Company’s success 1s dependent on the ability of its franchises to generate revenues
and pay royalties As of December 29, 2014, the Company had royalty agreements 1 place
with 23 franchises As of December 30, 2013, the Company had royalty agreements 1n
place with 26 franchises l

5

NOTE 3 - FRANCHISE RIGHTS

Franchise nghts consisted of the following

|

December 29, December 30, .

2014 2013 |
Franchise rights $ 1,500,000 $ 1,500,000
Less accumulated amortization (1,348,000) (1.281.000)
Franchise Rights, Net $ 152,000 $ 219,000

For the year ended December 29, 2014, amortization expense was $67,000 For the year
ended December 30, 2013, amortization expense was $82,000 and the write-off of franchise l
rights due to store closures was $27,000

As of December 29, 2014, estimated amortization expense for future years 1s as follows

For the Years ‘
Endngi Amount
2015 $ 57,000
2016 42,000
2017 25,000
2018 22,000
2019 6,000
Total $152,000
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LA SALSA FRANCHISE, LLC
NOTES TO FINANCIAL STATEMENTS

FOR THE YEARS ENDED DECEMBER 29, 2014 AND DECEMBER 30, 2013

NOTE 4 - RELATED PARTY TRANSACTIONS

Advances to member are made to the Company’s single member, BF Acquisition, and‘
represents excess cash not required for general operating purposes For the years ended
December 29, 2014 and December 30, 2013, the Company made payments to 1ts member
totaling $631,000 and $581,000, respectively The existence of such common ownership
and management control could result in differences within the Company’s operating results
or financial position had the entities been autonomous &
As of December 29, 2014 and December 30, 2013, accumulated advances to member
totaled $8,384,000 and $7,753,000, respectively, which have been presented as a reduction
of member’s equity on the accompanying balance sheets |

NOTE 5 - COMMITMENTS AND CONTINGENCIES

From time to time, the Company may be a party to legal proceedings incidental to its
business In the opinion of management, based upon discussions with legal counsel, there

are no matters expected to have a matenial effect on the Company’s financial position or \
results of operations

NOTE 6 - SUBSEQUENT EVENTS |

The Company has evaluated subsequent events through March 26, 2015, the date the

financial statements were available to be issued, and no subsequent events requiring
disclosure were 1dentified
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LA SALSA FRANCHISE, LLC
FRANCHISE DISCLOSURE DOCUMENT
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RECEIPT ‘

Thus Disclosure Document summarizes provisions of the Franchise Agreement and other mformation m
plan language Read this disclosure document and all agreements carefully l

If La Salsa Franchise, LLC offers you a franchise, La Salsa Franchise, LLC must provide thus Disclosure
Document to you 14 calendar days before you sign a binding agreement or make a payment with the franchisor or
an affihate in connection with the proposed franchise sale, whichever comes first .

Michigan and Rhode Island require that we give you this Disclosure Document at the earher of 10 business
days before the execution of the franchise or other agreement or the payment of any consideration that relates to
the franchuse relathonship

New York requires you to receve this Franchise Disclosure Document at the earher of the first personal
meeting or 10 busmess days before the execution of the franchise or other agreement or the payment of any
consideration that relates to the franchise relationship l

If La Salsa Franchise, LLC does not deliver this Disclosure Document on time or if 1t 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 Commussion, Washington D C 20580 and the approprnate State Agency Identified on
Exhibit M The franchisor 1s La Salsa Franchise, LL.C, 320 Commerce, Suite 100, Irvine, Califormia 92602

Issuance Date July 13, 2016, as amended on September 19, 2016
|
The name, principal business address and telephone number of each Franchise Seller offering the
Franchuse Alan F Gallup National Franchise Sales, 1601 Dove St, Suite #150, Newport Beach, CA 926610, (949)
428-0480 x103, Charles Rink, Robert Gonda, Perry Roshan-Zamir and Thuy Nguyen, 320 Commerce, Suite 100,
Irvine, Califorrua 92602 (949) 270-8900

We authornize the persons and/or entities listed on Exhibit N to receive service of process for us
I have received a Disclosure Document dated July 13, 2016, as amended on September 19, 2016

This Disclosure Document includes the following Extubits I

Extubit A Imtial Training Agreement

Exhibit B Franchise Agreement

Exhibit C Area Development Agreement

Exhubit D Asset Purchase Agreement

Exhibit E Express Restaurant Franchise Agreement

Exhibit F Non-Disclosure Agreement for Employees ]

Exhibit G Confidentiality Agreement for Prospective Franchisees

Exhibit H General Release

Exhibit I Guarantees

Exhibit } Catering Addendum to Franchise Agreement

Extubit K Addendum to Franchise Agreement for Purchase of Operating Restaurant |

Exhibit L Option to Obtain Lease Assignment

Exhibit N List of Franchisees

Exhibit N Lists of State Administrators and Agents for Service of Process |

Exhubit O State Specific Addenda

Exhibit P Closing Questionnaire

Exhibit Q Financial Statements

Extubit R Receipt .
Date Franchisee

Please sign thus copy of the Receipt, date your signature, and return it to Thuy Nguyen, 320 Commerce Sute 100,
Irvine, Cahforrua 92602
\\Fs1\apps\ lhsmh\ PK\ 26035-6\1077986 DOCX

2016 LASALSA FDD PEA
9/21/16



RECEIPT |

This Disclosure Document summarizes provisions of the Franchise Agreement and other information mn
plain language Read thus Disclosure Document and all agreements carefully

If La Salsa Franchise, LLC offers you a franchuse, La Salsa Franchuse, LLC must provide thus Disclosure
Document to you 14 calendar days before you sign a binding agreement or make a payment with the franchisor or
an affihate in connection with the proposed franchuse sale, whichever comes first

Michigan and Rhode Island require that we give you this Disclosure Document at the earher of 10 business
days before the execution of the franchise or other agreement or the payment of any consideration that relates to
the franctuse relationship

New York requires you to receive this Franchise Disclosure Document at the earher of the first personal
meeting or 10 busmess days before the execution of the franchise or other agreement or the payment of any
consideration that relates to the franchise relationship

If La Salsa Franchise, LLC does not deliver this Disclosure Document on time or if 1t contains a false or
musleading statement or'a material omission, a violation of federal and state law may have occurred and should be
reported to The Federal Trade Commussion, Washington D C 20580 and the approprate State Agency Identified on
Exhibit M The franchisor 1s La Salsa Franchise, LLC, 320 Commerce, Suite 100, Irvine, Califorria 92602

Issuance Date July 13, 2016 as amended on September 19, 2016

The name, principal busmess address and telephone number of each Franchuse Seller offering the
Francluse Alan F Gallup, National Franchise Sales, 1601 Dove St, Suite #150, Newport Beach, CA 92660 (949)
428-0480 x103, Charles Rink, Robert Gonda Perry Roshan-Zamur, and Thuy Nguyen, 320 Commerce, Suite 100,
Irvine, Califorrua 92602 (949) 270-8900 |

We authorize the persons and/or entities listed on Exhibit N to receive service of process for us
I have recerved a Disclosure Document dated July 13, 2016, as amended on September 19, 2016

This Disclosure Document ncludes the following Exhibits

Exhibit A Inatial Training Agreement
Exhibit B Franchise Agreement
Exhibit C Area Development Agreement
Extubit D Asset Purchase Agreement
Exhibit E Express Restaurant Franchise Agreement
Exhibit F Non-Disclosure Agreement for Employees
Exhibit G Confidentiality Agreement for Prospective Franchisees
Exhibit H General Release
Exhibat I Guarantees |
Exhabit J Catering Addendum to Franchise Agreement
Exhibit K Addendum to Franchise Agreement for Purchase of Operating Restaurant |
ExtubitL Option to Obtamn Lease Assignment
Exhibit M List of Franchisees
Extubit N Lists of State Administrators and Agents for Service of Process
Exhibit O State Specific Addenda
Exhibit P Closing Questionnaire
Exhubit Q Finanaal Statements
Exhibit R Receipt
Date Franchisee

Keep this copy for your records This disclosure document may be available n several formats including on paper
on a CD, in pdf format or on our website www lasalsa com

\\Fs1\apps\ |hsmh\ PK\26035-6\1077986 DOCX
2016 LASALSA FDD PEA
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