FRANCHISE DISCLOSURE DOCUMENT

LEE’S SANDWICHES INTERNATIONAL, INC.
A California Corporation
660 E. Gish Road
San Jose, California 95112
(800) 640-8880
www.leessandwiches.com

LEES SANDWICHES

The franchise offered is for the establishment and operation of an independently owned and
operated business, which may be either a “Baguette Factory Production Unit” or a “Production Unit”
offering the full line of Lee*s Sandwiches products and producing the dough for baguettes and supplying
the needs of other Lee*s Sandwiches businesses; or a “Non-Production Unit” also offering the full line of
Lee*s Sandwiches products but within a strip mall or smaller, freestanding location or mall applications
such as food court areas with common seating and not offering baguette production.

In addition to three types of franchised businesses, we also offer two types of franchise programs:

A single franchised business. The total investment necessary to begin operation of a Lee*s
Sandwiches Baguette Factory Production Unit franchised business is $988,000 to $1,679,500. This
includes $95,000 to $115,000 that must be paid to us and our affiliates. The total investment necessary to
begin operation of a Lee*s Sandwiches Production Unit franchised business ranges from $544,000 to
$1,174,000. This includes $75,000 to $90,000 that must be paid to us and our affiliates. The total
investment necessary to begin operation of a Lee*s Sandwiches Non-Production Unit franchised business
ranges from $209,830 to $800,870. This includes $55,000 to $70,000 that must be paid to us and our
affiliates.

Multiple franchised businesses. The initial franchise fees described above are discounted by 20%
for multiple unit developers. You are required to sign one Franchise Agreement and pay the applicable
franchise fee for the first franchised business at the same time you sign the Development Agreement. You
also must pay us the development fee, which ranges from $20,000 (to develop 2 Non-Production Units) to
$184,000 (to develop 1 Baguette Factory Production Unit, 1 Production Unit and 8 Non-Production Units)
or higher to develop more than 10 units. The total investment necessary to begin operation of multiple
franchised business ranges from $220,890 to $2,007,560 (or more depending on the number and types of
units to be developed).

This Disclosure Document summarizes certain provisions of your franchise agreement and other
information in plain English. Read this Disclosure Document and all accompanying agreements
carefully. You must receive this Disclosure Document at least 14 calendar-days before you sign a
binding agreement with, or make any payment to, the franchisor or an affiliate in connection with the
proposed franchise sale. Note, however, that no governmental agency has verified the information
contained in this document.
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You may wish to receive your Disclosure Document in another format that is more convenient
for you. To discuss the availability of disclosures in different formats, contact Jimmy Le, 660 E. Gish
Road, San Jose, California 95112, (800) 640-8880.

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

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

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

Date of Issuance: April 18, 2024
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How to Use This Franchise Disclosure Document

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

find more information:

QUESTION

WHERE TO FIND INFORMATION

How much can | earn?

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

How much will | need to invest?

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

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

Item 21 or Exhibit F includes financial
statements. Review these statements
carefully.

Is the franchise system stable, growing, or
shrinking?

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

Will my business be the only Lee’s
Sandwiches business in my area?

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

Does the franchisor have a troubled legal
history?

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

What’s it like to be a Lee’s Sandwiches
franchisee?

Item 20 or Exhibit G lists current and
former franchisees. You can contact them
to ask about their experiences.

What else should | know?

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

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

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

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

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

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

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

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

Some States Require Registration

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

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

1. Out-of-State Dispute Resolution. The Franchise Agreement requires you to
resolve disputes with us by arbitration, only in California. Out of state
arbitration may force you to accept a less favorable settlement for disputes. It
may also cost you more to arbitrate with us in California than in your own state.

2. The territory is not exclusive. You may face competition from other
Franchisees, from Franchisor owned outlets or from other channels of
distribution or competitive brands Franchisor controls.

Certain states may require other risks to be highlighted. Check the “State Specific
Addenda” (if any) to see whether you state requires other risks to be highlighted.
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THE STATE OF MICHIGAN PROHIBITS CERTAIN UNFAIR PROVISIONS THAT ARE
SOMETIMES IN FRANCHISE DOCUMENTS. IF ANY OF THE FOLLOWING PROVISIONS
ARE IN THESE FRANCHISE DOCUMENTS, THE PROVISIONS ARE VOID AND CANNOT BE
ENFORCED AGAINST YOU.

A prohibition of the right of Franchisee to join an association of franchisees.

A requirement that a Franchisee assent to a release, assignment, novation, waiver or estoppel
which deprives a Franchisee of rights and protections provided under Michigan law. This
shall not preclude a Franchisee, after entering into a Franchise Agreement, from settling any
and all claims.

A provision that permits a Franchisor to terminate a franchise prior to the expiration of this
term except for good cause. Good cause shall include the failure of the Franchisee to comply
with any lawful provision of the Franchise Agreement or the Area Development Agreement,
and to cure the failure after being given written notice of the failure and a reasonable
opportunity, which in no event need be more than 30 days, to cure the failure.

A provision that permits a Franchisor to refuse to renew a franchise without fairly
compensating the Franchisee by repurchase or other means for the fair market value at the
time of expiration of the Franchisee’s inventory, supplies, equipment, fixtures and
furnishings. Personalized materials which have no value to the Franchisor and inventory,
supplies, equipment, fixtures and furnishings not reasonably required in the conduct of the
franchise business are not subject to compensation. This subsection applies only if: (a) the
term of the franchise is less than 5 years, and (b) the Franchisee is prohibited by the
franchise or other agreement from continuing to conduct substantially the same business
under another trademark, service mark, trade name, logotype, advertising or other
commercial symbol in the same area subsequent to the expiration of the franchise or the
Franchisee does not receive at least 6 months advance notice of Franchisor’s intent not to
renew the franchise.

A provision that permits the Franchisor to refuse to renew a franchise on terms generally
available to other Franchisees of the same class or type under similar circumstances. This
section does not require a renewal provision.

A provision requiring that arbitration or litigation be conducted outside this state. This
shall not preclude the Franchisee from entering into an agreement, at the time of
arbitration or litigation, to conduct arbitration or litigation at a location outside this state.

A provision which permits a Franchisor to refuse to permit a transfer of ownership of a
franchise, except for good cause. The subdivision does not prevent a Franchisor from
exercising a right of first refusal to purchase the franchise. Good cause shall include, but is
not limited to:

The failure of the proposed transferee to meet the Franchisor’s then-current reasonable
gualifications or standards.

The fact that the proposed transferee is a competitor of the Franchisor or Subfranchisor.

The unwillingness of the proposed transferee to agree in writing to comply with all lawful
obligations.
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» The failure of the Franchisee or proposed transferee to pay any sums owing to the
Franchisor or to cure any default in the Franchise Agreement or the Area Development
Agreement existing at the time of the proposed transfer.

= A provision that requires the franchisee to resell to the franchisor items that are not
uniquely identified with the franchisor. This subdivision does not prohibit a provision that
grants to a franchisor a right of first refusal to purchase the assets of a franchise on the
same terms and conditions as a bona fide third party willing and able to purchase those
assets, nor does this subdivision prohibit a provision that grants the franchisor the right to
acquire the assets of a franchise for the market or appraised value of such assets if the
franchisee has breached the lawful provisions of the franchise agreement and has failed to
cure the breach in the manner provided in ITEM 17(g)

= A provision which permits the Franchisor to directly or indirectly convey, assign or
otherwise transfer its obligations to fulfill contractual obligations to the Franchisee unless
a provision has been made for providing the required contractual services.

2. Michigan law provides that a franchisor whose most recent statements are
unaudited and which show a net worth of less than $100,000 shall, at the request of a franchisee,
arrange for the escrow of initial investment and other funds paid by the franchisee or
subfranchisor until the obligations to provide real estate, improvements, equipment, inventory,
training, or other items included in the franchise offering are fulfilled. At the option of the
franchisor, a surety bond may be provided in place of escrow. In the event that an escrow is so
established, the escrow agent shall be a financial institution authorized to do business in the State
of Michigan. The escrow agent may release to the franchisor those amounts of the escrowed funds
applicable to a specific franchisee or subfranchisor upon presentation of an affidavit executed by
the franchisee and an affidavit executed by the franchisor stating that the franchisor has fulfilled
its obligation to provide real estate, improvements, equipment, inventory, training, or other items.
This portion of the Michigan law does not prohibit a partial release of escrowed funds upon receipt
of affidavits of partial fulfillment of the franchisor’s obligation.

3. THE FACT THAT THERE IS A NOTICE OF THIS OFFERING ON FILE WITH
THE ATTORNEY GENERAL DOES NOT CONSTITUTE APPROVAL, RECOMMENDATION
OR ENDORSEMENT BY THE ATTORNEY GENERAL.

Any guestions regarding this notice should be directed to:

State of Michigan

Consumer Protection Division
Attention: Franchise Bureau

525 West Ottawa Street

G. Mennen Williams Building, 1% floor
Lansing, M1 48933

(517) 335-7567
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ITEM 1. THE FRANCHISOR, AND ANY PARENTS, PREDECESSORS AND AFFILIATES

To simplify the language in this Disclosure Document, the words “we,” “our,” “us” and “Lee*s
Sandwiches” refer to Lee’s Sandwiches International, Inc., the franchisor of this business. “You” and
“your” refer to the person or entity who buys the franchise, whether a corporation, limited liability
company or other business entity. If you are a corporation, limited liability company or other business
entity, certain provisions of this Disclosure Document also apply to your owners and will be noted.

The Franchisor

We were incorporated in California on June 11, 2002. Our principal business address is 660 E.
Gish Road, San Jose, California 95112. We do business under our corporate name and the name Lee*s
Sandwiches. We have offered franchises since August 19, 2004.

We franchise the right to operate either a Lee*s Sandwiches Baguette Factory Production Unit, a
Lee*s Sandwiches Production Unit, or a Lee*s Sandwiches Non-Production Unit. A Lee*s Sandwiches
Baguette Factory Production Unit offers the full line of Lee*s Sandwiches products and produces the
dough for baguettes and supplying the needs of other Lee*s Sandwiches businesses. A Lee*s
Sandwiches Baguette Factory Production Unit is generally 4,000 to 8,000 square feet in size and is located
near residential areas close to shopping, schools and employers. Lee*s Sandwiches Production Unit
offers the full line of Lee*s Sandwiches products and produces the dough for baguettes and supplying
the needs of other Lee*s Sandwiches businesses. A Production Unit is generally 2,500 to 4,000 square
feet in size and is located near residential areas close to shopping, schools and employers. A Non-
Production Unit also offers the full line of Lee*s Sandwiches products, ranges in size of approximately
500 to 3,000 square feet and is typically located in a strip mall, smaller freestanding location or a mall
application including food court areas with common seating with all of the essential elements of the
Production Unit, except for the dough production. The franchise or franchised business does business
under the trade name, Lee*s Sandwiches®, and also uses our other related service marks, trademarks or
logos (our “Marks”). The franchises operate using our standards, methods, procedures and specifications,
called our “System.”

We do not operate a business of the type being franchised. We are not involved in any other
business activities. We do not offer and have not previously offered franchises in any other line of
business.

There are currently 13 Lee*s Sandwiches businesses operating in Northern California, and
periodically there may be additional units that may be opened in a specified territory. These businesses are
not affiliated with us or our affiliates. The relationship is a familial one, where certain members of the
founder’s immediate family were given exclusive rights to Northern California. The first restaurant was
opened in Northern California in 1983. While these 13 Lee*s Sandwiches are not affiliates of ours, their
business addresses can be found on the Lee*s Sandwiches website. Additionally, there is no formal
written agreement between us and the operators of these 13 Lee*s Sandwiches businesses; the
arrangements were made via oral agreement. We and our affiliates have an understanding with each of the
non-affiliated owners of the businesses in Northern California in which they agreed not to expand their
business beyond the Northern California market and we and our affiliates agreed not to establish or license

Lee’s Sandwiches International, Inc.
Franchise Disclosure Document - California
42024 2



others to establish Lee*s Sandwiches businesses in the Northern California market. As these 13 Lee*s
Sandwiches businesses are not part of our franchise System, they are not obligated to conform to our
specifications and requirements of operations of franchised businesses.

The terms of the Franchise Agreement may not necessarily be the same as the terms of the
agreement that governs another franchisee’s Lee*s Sandwiches business.

We also offer development rights to develop and operate multiple franchises. The number of
franchises which can be developed is predetermined and the franchises must be located in a “Development

Territory.” Each location must be operating within a set time frame.

Our Parents, Predecessors and Affiliates

In 2016, we became a wholly-owned subsidiary of our parent company, LCJJ Holdings, Inc.
(“LCJJ"). LCJJ is a California corporation formed on January 13, 2015. It is located at 660 E. Gish
Road, San Jose, California 95112. LCJJ has never offered franchises in this or any other line of business.
We have 2 affiliates: Lee Bros. Foodservices, Inc. and LQNN, Inc. We have no other affiliates. No
affiliate has previously offered franchises in this or any other line of business.

Our affiliate, Lee Bros. Foodservices, Inc., is a California corporation incorporated on January 23,
1985, and is located at 660 E. Gish Road, San Jose, California 95112. Lee Bros. Foodservices, Inc. is an
approved supplier of foodservices products for you, our other franchisees and other buyers.

Our affiliate, LQNN, Inc., is a California corporation incorporated on July 31, 2000, and is located
at 7180 Lampson Avenue, Garden Grove, California 92841. Since August 2001, LQNN, Inc. has operated
a business which is similar in nature to the franchise being offered. As of 12/31/23, LQNN, Inc. operates 5
Lee*s Sandwiches businesses in Alhambra, Fullerton, Garden Grove, Rosemead and Westminster,
California, which are similar to the Lee*s Sandwiches Production, and Non-Production Unit businesses
being franchised. LQNN, Inc. is an approved supplier of foodservices products for you, our other
franchisees and other buyers.

General Description of the Market and Competition

You will target your services to the general public. You may have to compete with other
businesses including franchised operations, national chains, and independently owned companies offering
similar products or services to customers. You may also encounter competition from other Lee*s
Sandwiches businesses.

Regulations Specific to the Industry

In addition to laws and regulations that apply to businesses generally, your business will be subject
to federal, state, and local regulations and guidelines governing the food service industry. The Food and
Drug Administration, the United States Department of Agriculture and other governmental agencies
established rules affecting the restaurant business. You must investigate and comply with all applicable
laws and regulations, federal, state, county and local health and consumer protection laws and regulations
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concerning food preparation, handling and storage, “Truth in Menu” laws concerning menu item names
and product labeling, nutritional claims and access to your restaurant by persons with disabilities (under the
federal Americans with Disabilities Act and applicable state laws). You must also be aware of federal,
state and local labor and employment laws and regulations, including minimum age, and minimum wage
and overtime laws and laws prohibiting harassment, discrimination and retaliation. Under California Labor
Code §81474-1477 (also known as AB 1228), national fast-food chains of more than 60 stores operating
certain “limited service restaurants” under a common brand must comply with minimum hourly wage and
other requirements, unless exempt under applicable law. You must independently determine whether this
law applies to any Franchised store you operate in California and comply as required. Local zoning rules
must be investigated because they may limit where you can locate a restaurant and may affect design
features, including the facade and signage. You must be aware of federal, state and local environmental
laws, which may affect disposal of waste materials and the packaging you may use. The details of state,
county, and local regulations and requirements vary from place to place.

Adgents for Service of Process

Our agents for service of process are listed on Exhibit B to this Disclosure Document.

ITEM 2. BUSINESS EXPERIENCE

CEO: Chieu Van Le

Mr. Le is an interim director and has served as CEO since our incorporation in June 2002. In
addition, since 2001, Mr. Le has served as CEO for our Affiliate, LQNN, Inc. located in Garden Grove,
California; since February 1985, Mr. Le has served as President for our Affiliate, Lee Bros. Foodservices,
Inc., located in San Jose, California; since August 2004, Mr. Le has served as President for one of our
franchisees, Golden Houston Investments, Inc., located in Houston, Texas; and since January 2015, he has
served as CEO of our parent, LCJJ Holdings, Inc.

Secretary: Yen Ngoc Quach

Ms. Quach is an interim director and has served as Secretary since July 2002. In addition, since
August 2001, Ms. Quach has served as Secretary for our Affiliate, LQNN, Inc. located in Garden Grove,
California; since February 1985, Ms. Quach has served as Secretary for our Affiliate, Lee Bros.
Foodservices, Inc., located in San Jose, California; and since August 2004, Ms. Quach has served as
Secretary for one of our franchisees, Golden Houston Investments, Inc., located in Houston, Texas.

Vice President/COQO: Tom Thanh Quach

Mr. Quach serves as Vice President and Chief Operating Officer and has done so since January
2005. In addition, since August 2001 Mr. Quach has served as Chief Operating Officer of our Affiliate
LQNN, Inc. located in Garden Grove, California.
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Vice President, Sales: Jimmy M. Le

Mr. Le is our Vice President of Sales and has been since July 2002. He has also served as Vice
President of our Affiliate, Lee Bros. Foodservices, Inc., since May 2000. He also co-owns a non-
franchised store in Sunnyvale, California.

ITEM 3. LITIGATION

Lee’s Sandwiches Int’l, Inc. and LONN, Inc. v. David K. Tran, Goldland Capital, Inc., Tyler Nguyen,
Alexander Pham, Huy Nguyen, and Huong Nguyen, No. 30-2018-00994836-CU-BC-CJC (Orange County
(CA) Super. Ct.), filed May 23, 2018.

In the matter of the Arbitration between Lee’s Sandwiches, Int’l and LONN, Inc. v. Goldland Capital, Inc.
and Tyler Nguyen, No. 18-6860-FJB (ADR Services, Inc., Santa Clara County, CA).

We and our Affiliate commenced an action in connection with a former Nevada franchisee’s failure
to pay past due royalties and amounts due for goods purchased by the franchisee. After we consented to the
franchisee’s request to sell his three franchised locations in exchange for the franchisee’s agreement to pay
us from the sale proceeds, the franchisee and the escrow agent refused to release the funds. We first filed a
court action seeking injunctive and declaratory relief against the escrow agent, the former franchisee, its
shareholders and its guarantor. We sought an order compelling the escrow agent to turn over the funds
obtained from the buyer of the franchises to us. Once the escrow agent deposited the funds with the court,
the parties agreed to arbitrate the substantive claims. In total, the former franchisee owes over $500,000 to
us and our Affiliate. We also seek attorneys’ fees and costs. In February 2019, the former franchisee filed a
cross-complaint alleging that we violated its exclusive territory by selling certain products in grocery stores
and alleging claims based on certain actions by the United States Department of Agriculture relating to Lee’s
Sandwiches products. On our motion to dismiss, the arbitrator ruled that part of the claims were barred by
the general releases but reserved his ruling on the merits of other claims for the final arbitration hearing.

Before the final hearing in June 2021, the arbitrator granted our motion for sanctions for the
franchisee’s failure to comply with discovery orders. The franchisee failed to produce evidence supporting
its claims. As a result, the arbitrator precluded the franchisee from presenting evidence in support of its
claims. The final arbitration hearing took place in June 2021. The arbitrator found in our favor and awarded
us and our affiliate $703,662.18 in damages, including prejudgment interest, and $425,945.30 in attorneys’
fees and costs.

The franchisee filed a motion to correct the arbitration award. The Superior Court of California,
Orange County denied the franchisee’s motion and confirmed the award of the arbitrator, and subsequently
issued a judgment in our favor.

The franchisee filed an appeal of the Superior Court’s confirmation of the arbitration award. The
appeal was dismissed May 31, 2023, after the franchisee failed to file its opening brief.

The franchisee also filed for bankruptcy under Chapter 7 in the U.S. Bankruptcy Court for the
District of Nevada in June 2022, in the case entitled In Re: Goldland Capital Inc., 2:22-BK-12069. The
bankruptcy proceedings were completed in December 2022.
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On June 29, 2023, the Superior Court of California, Orange County released funds deposited by the
escrow agent to us.
Other than these actions, no litigation is required to be disclosed in this ITEM.

ITEM 4. BANKRUPTCY

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

Franchise Fee

You pay us a $75,000 lump sum franchise fee for a Baguette Factory Production Unit, $60,000 for
a Production Unit, and $50,000 for a Non-Production Unit when you initially sign the Franchise
Agreement. These fees are uniform.

We will refund 50% of the franchise fee you paid if we terminate the franchise for failure to
perform your pre-opening obligations under the Franchise Agreement, including failure to select a site,

failure to develop, and failure to complete training. We do not give refunds under other circumstances.

Development Agreement

For Area Developers, we reduce the franchise fee, as stated above, to $60,000 for a Baguette
Factory Production Unit; $48,000 for a Production Unit, and $40,000 for a Non-Production Unit. The
number of franchised businesses you must open will be determined before you sign the Development
Agreement.

You are required to sign one Franchise Agreement and pay the franchise fee for the first franchised
business at the same time you sign the Development Agreement. You also must pay a development fee
when you sign the Development Agreement equal to 50% of the sum of the individual discounted franchise
fees for each of the franchised businesses you agree to develop after the first one. The development fee
ranges from $20,000 (to develop 2 Non-Production Units) to $184,000 (to develop 1 Baguette Factory
Production Unit, 1 Production Unit and 8 Non-Production Units) or higher to develop more than 10 such
units or other combination of units. If (for example) you agree to develop 2 Non-Production Units, you
will pay us an initial franchise fee of $40,000 for the first Non-Production Unit franchise, plus the
development fee of $20,000 (50% of the franchise fee for the second Non-Production Unit you agree to
develop), for a total payment of $60,000 when you sign the Development Agreement and the first
Franchise Agreement. If (for example), you agree to develop 1 Baguette Factory Production Unit, 1
Production Unit and 8 Non-Production Units, you will pay us an initial franchise fee of $60,000 for the
Baguette Factory Production Unit franchise, plus the development fee of $184,000 (50% of franchise fee
for the Production Unit and the other 8 Non-Production Units), for a total payment of $244,000 when you
sign the Development Agreement and the first Franchise Agreement.

You will sign a Franchise Agreement before opening each subsequent franchised business that you
are required to open according to the development schedule under your Development Agreement. When
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you sign each Franchise Agreement you will pay us the applicable initial franchise fee for each such Unit,
less a credit equal to 50% of the applicable initial franchise fee due for that Unit. Using the examples
illustrated above, you would pay us $20,000 each time you signed a Franchise Agreement for Non-
Production Units 1 through 8 and $24,000 when you signed the Franchise Agreement for the Production
Unit (high end of range).

The development fee is calculated uniformly, but the amount of the actual fee will vary based on
the number and types of Lee*s Sandwiches businesses you agree to develop.

The development fee is non-refundable under any circumstance.

Opening Product Inventory

Certain bakery flour, dough, meat products, desserts and other items as specified in the
Confidential Operations Manual are proprietary or especially suited for use in the franchised business
and referred to as “Lee*s Sandwiches Products.” Currently, these products must be purchased from an
affiliate of ours or our designated distributor. We estimate that the opening product purchases from our
affiliates will range as follows: $20,000 to $40,000 for Baguette Factory Production Units; $15,000 to
$30,000 for other Production Units; and $5,000 to $20,000 for Non-Production Units. You pay for opening
product inventory by the due date on the invoice. Payments are non-refundable, except for defective,
spoiled and unopened products returned according to our then current return policy.

ITEM 6. OTHER FEES
Type of Fee Amount Due Date Remarks
Royalty Fee 6.9% of gross sales Payable You must pay your royalty fee directly to
weekly on us. See definition of gross sales.’
Tuesdays
Marketing Fund Currently, none; if Payable We may establish a marketing fund. You
Contribution fund established, 2% weekly on pay your marketing fund contribution to
of gross sales Tuesdays us. We will give you 30 days’ notice
before increasing required contributions.
Audit Expenses?® All costs and Upon Audit costs payable only if the audit
expenses associated demand shows you have not spent 2% of your
with audit monthly gross sales on local advertising
or if you underreported amounts you owe
us by 3% or more.
Late Fees® 1.5% per month or Upon Applies to all overdue fees and other
the highest rate demand payments you owe us. Also applies to any
allowed by the state understatement in amounts due revealed
where you are by an audit.
located, whichever is
less
Approval of $500 - $1,000 Time of Applies to our evaluation of new suppliers
Products or you wish to purchase from or products

Lee’s Sandwiches International, Inc.
Franchise Disclosure Document - California
42024 7




Type of Fee Amount Due Date Remarks
Suppliers* evaluation you wish to purchase that are not provided
by us.
Ongoing Will vary under the As invoiced Our affiliate or our designated distributor
Purchases of circumstances will provide you with Lee*s Sandwiches
Lee*s products for which you will pay as
Sandwiches invoiced.
Products
Insurance $5,000 - $10,000 Upon Amount of unpaid premiums plus our
Policies demand reasonable expenses in obtaining the
policies. Payable to us only if you fail to
maintain required insurance coverage and
we elect to obtain coverage for you.
Transfer Fee $15,000 — Baguette At the time Payable to us at the time of transfer. Does
Factory Production of transfer not apply to an assignment under
Unit and Production Section 19.3 of the Franchise Agreement.
Unit, and $10,000 -
Non-Production Unit
$5,000 under the
Development
Agreement
Relocation Costs of providing Time of If you need our assistance to relocate, you
Assistance relocation assistance assistance must reimburse our costs to assist you.
Customer All costs incurred in Upon You must reimburse us if we determine it
Service® assisting your demand is necessary for us to provide service
customers directly to your customers.
Substitute or Currently, $500 per Time of We provide an initial training program
New Owner or day, plus your training before you begin operations and ongoing

Manager
Training/
Additional
Training®

Ongoing Training

expenses in
attending

We do not charge a
fee for mandatory
additional training
programs, but may
for optional
programs.

training programs during the term of the
franchise. If you have to repeat our
training programs or we are required to
spend more training time with you than is
provided in the scheduled timeframe, we
may charge you a fee and require you to
reimburse us for any additional travel,
hotel and other expenses we incur because
of the extended training period.

You are responsible for travel, hotel,
employees’ salaries and any other
expenses that are incurred by attendees at
any of our training programs.
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Type of Fee Amount Due Date Remarks

Additional Currently, $500 per Time of We provide assistance around the

Operations day plus our assistance beginning of operations and during the

Assistance expenses term of the franchise. If you request
additional assistance beyond what we
typically provide, you may be charged a
fee, plus our expenses if we need to travel
to accommodate your request.

Cost of All actual costs Upon You must reimburse us for all actual costs

Enforcement including reasonable demand in enforcing obligations if we prevail.

attorneys’ fees
Indemnification All costs including Upon You must defend and indemnify us
and Defense reasonable attorneys’ demand against claims and lawsuits at your cost

fees

and hold us harmless against lawsuits
arising from your operation of the
franchised business. We also provide
indemnification to you for any claims or
lawsuits arising from your authorized use
of the Marks.

We may require that all fees payable to us be paid through an electronic depository transfer

account.

All of the fees noted above are uniform. No other fees or payments are to be paid to us, nor do we
impose or collect any other fees or payments for any other third party. All fees are non-refundable.

NOTES

1“Gross sales” means the aggregate of all revenue from the sale of products and services from all
sources in connection with the Franchised Business and/or all revenue from any Competitive Business
(as defined in the Franchise Agreement), whether paid by check, cash, credit or otherwise including,
without limitation, all proceeds from any business interruption insurance, but excluding (a) all refunds
made in good faith, (b) any sales and equivalent taxes that are collected for or on behalf of any
governmental taxing authority and paid thereto, (c) the value of any allowance issued or granted to any
customer thereof that is credited in full or partial satisfaction of the price of any products and services
offered in connection with such business, and (d) any rebate received by Franchisee from a manufacturer
or supplier in accordance with the terms of this Agreement.

2 \We assume costs vary depending on factors, including prevailing auditor’s rates in your area,
the business activity being audited and how well you keep your books and records. You pay our actual
costs only. You should be able to investigate these costs by contacting auditors in your area.

8 Late fees begin 5 days after the date payment was due, but not received, or date of
underpayment. The maximum interest rate allowed by law in California is 10% annually.
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4 Costs vary depending on the availability of product samples for testing, shipping costs or travel
costs to review the product, the type of product under review, whether the product or supplier has been
rated and other similar factors. You pay our actual costs only.

% Costs vary depending on factors, including nature of the complaint, expertise needed and the
time involved. You pay our actual costs only.

® We provide training programs to an individual you select to have primary responsibility for the
operation and management of the franchised business (the “designated owner”). Your designated
owner’s attendance is required. Other individual franchisees or owners of a franchisee who is a business
entity may also attend training, as may one of your managerial employees. It is our policy to not charge
fees for these programs, but we reserve the right to assess our then current training fee associated with a
new or substitute owner’s or manager’s initial training program.
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ITEM 7.

ESTIMATED INITIAL INVESTMENT

YOUR ESTIMATED INITIAL INVESTMENT - BAGUETTE FACTORY PRODUCTION UNIT

e | pmom | vl | wmeow | ol
Franchise Fee! $ 75,000 Cashier’s Check Frarﬁ:\:\issiegziggeg:nent Us
Real Estate/Rent? ;60(?(?0 As Arranged Befgr;elfa??(:gging Lessor
Utility Deposits® 1,000- As Arranged Before Beginning Utilities
5,000 Operations
Imlﬁﬁg\slgmjg?lts“ 5{?(?00880 As Arranged Befgrsei??ggging Contractor Suppliers
FurnE:L(eiblr:rié;[]L:ges & 24?800880 As Arranged Bﬁg&iﬁ?gﬂg ing Approved Suppliers
Initial Inventory® 2200880 As Arranged Befgr;ea(i?(:ﬂging Approézfc;lgi)'pliers,
Suppliers
Insurance’ 1500(())(())0 As Arranged Befg&iﬁ?gﬂg ing Insurance Companies
Signage® 13500880 As Arranged Befgr;eietig;ﬂging Approved Suppliers
Vehicles® 3200880 As Arranged Befgrsei(i?c:gging Approved Suppliers
Ofgcgli)qplﬂssnsoent 360(())(())0 As Arranged BEfgrseaet?;ﬂging Approved Suppliers
POS Support** 2,500 As arranged Befgr;ea(i?(mging Approved Supplier
Grand Opening*? 2200880 As Arranged F(i)rfstOSpZI;ri]g;s Advertising Suppliers
Training®® 13500880 As Arranged During Training Airgrgzié;g:%s &
Licenses & Permits®* 15(?80 As Arranged Bef(o)rpeeaet?;ﬂging Licensing Authorities
Legal & Accounting?® 240880 As Arranged Befgr;eietig;ﬂging Attorney, Accountant
Oﬁi;ig:\il;tevggk & 1550&?0 As Arranged Befggeeziig;gging Approved Suppliers
StoreS)S/lSJtrg/r(re]illgance 250880 As Arranged Bef(o)rpeeaet?;ﬂging Approved Suppliers
Add(ig%:g; ;zr;dsls fgoog(())o As Arranged As Necessary Empg)yéeuesblliJet:Isities,
o | e
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YOUR ESTIMATED INITIAL INVESTMENT — PRODUCTION UNIT

B, | Awenc | Mt | wmeowe | paments
Franchise Fee! $ 60,000 Cashier’s Check Fraréaiieg,r;\ig?egrfnent Us
Real Estate/Rent? 2255380 As Arranged Befgrseii?ggging Lessor
Utility Deposits® 150880 As Arranged Bef(o)rpeeaet?;ﬂging Utilities
Imlr_)(rag\s/grr]r?(iﬁts“ Zggooggo As Arranged Befgr;elfa(i?(mging Contractor Suppliers
Fumggﬁbﬁiémges & 1205000880 As Arranged Befgrse?aﬁ?gﬂg ing Approved Suppliers
Initial Inventory® 13500880 As Arranged Befgrsei(iigc:gging Approezr(;lhszjllj%pliers,
Suppliers
Insurance’ 380(?(?0 As Arranged Befgrsei??c:rqging Insurance Companies
Signage® 8,000- As Arranged Before Beginning Approved Suppliers
15,000 Operations
Ofgcgli)qplﬂggoent 2355080 As Arranged Befgrsei??c:gging Approved Suppliers
POS Support? 2,500 As arranged Befgrseii?ggging Approved Supplier
Grand Opening*? 1200880 As Arranged F(i)r]fto3pel\/rI;[rilgr1]s Advertising Suppliers
Training® 1500880 As Arranged During Training A"gﬂiﬁﬂ;ﬁf &
Licenses & Permits! 15880 As Arranged Befgr;eietig;ﬂging Licensing Authorities
Legal & Accounting?® 240880 As Arranged Befgrsei??c:gging Attorney, Accountant
Oﬁi;(;é}l;tg;/;gk & 12050880 As Arranged Befgrrgeezet?;:r;ing Approved Suppliers
StoreS)S/lSJtrg/r(re]illgance 250880 As Arranged Befgr;ez(i?(mging Approved Suppliers
Addég?:g;;i;dsm 6500880 As Arranged As Necessary Emp(lgtc)yéeuesblliJetgities,
o |3 e
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YOUR ESTIMATED INITIAL INVESTMENT — NON-PRODUCTION UNIT

Type of Amount Method of When Due To Whom
Expenditure Payment Payment Is
To Be Made
Franchise Fee? $ 50,000 Cashier’s Check At Signing of Us
Franchise Agreement
Real Estate/Rent? 2,000- As Arranged Before Beginning Lessor
15,000 Operations
Utility Deposits® 500- As Arranged Before Beginning Utilities
5,000 Operations
Leasehold 50,000- As Arranged Before Beginning Contractor Suppliers
Improvements* 400,000 Operations
Furniture, Fixtures & 50,000- As Arranged Before Beginning Approved Suppliers
Equipment® 150,000 Operations
Initial Inventory® 5,000- As Arranged Before Beginning Affiliate,
20,000 Operations Approved Suppliers,
Suppliers
Insurance’ 2,000- As Arranged Before Beginning Insurance Companies
5,000 Operations
Signage® 5,000- As Arranged Before Beginning Approved Suppliers
15,000 Operations
Office Equipment 2,500- As Arranged Before Beginning Approved Suppliers
& Suppliest? 3,500 Operations
POS Support 2,500 As Arranged Before Beginning Approved Supplier
Operations
Grand Opening*? 1,000- As Arranged First 3 Months Advertising Suppliers
20,000 Of Operation
Training®® 5,000- As Arranged During Training Airlines, Hotels &
20,000 Restaurants
Licenses & Permits'4 330- As Arranged Before Beginning Licensing Authorities
870 Operations
Legal & Accounting®® 2,000- As Arranged Before Beginning Attorney, Accountant
4,000 Operations
Office Network & 10,000- As Arranged Before Beginning Approved Suppliers
Registers!® 25,000 Operations
Store Surveillance 2,000- As Arranged Before Beginning Approved Suppliers
System?'’ 5,000 Operations
Additional Funds®® 20,000- As Arranged As Necessary Employees, Utilities,
(3 months) 60,000 & Suppliers
TOTALY $ 209,830-
$ 800,870
NOTES

! Franchise Fee. The franchise fee and its refund policy are described in greater detail in ITEM 5.
We do not finance any fee.
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2 Real Estate/Rent. You must provide a suitable premises from which to operate the franchised
business. The facility will require approximately 4,000 to 8,000 square feet of space for a Baguette Factory
Production Unit, 2,500 to 4,000 square feet of space for a Production Unit, and 500 to 3,000 square feet of
space for a Non-Production Unit. It is difficult to estimate lease acquisition costs because of the wide
variation in these costs between various locations. Lease costs will vary based upon square footage, cost
per square foot and required maintenance costs. The low estimate is based on an assumption that you will
have to pay a security deposit equal to one month’s rent to lease the facility and is based on leasing a
facility of 7,000 square feet for a Baguette Factory Production Unit, 3,000 square feet for a Production
Unit, and 500 square feet for a Non-Production Unit. The high estimate is based on an assumption that you
will have to pay a security deposit equal to 2 month’s rent to lease the facility and is based on leasing a
facility of 10,000 square feet for a Baguette Factory Production Unit, Production Unit, 5,000 square feet for
a Production Unit, and 3,000 square feet for a Non-Production Unit at a higher cost per square foot. Some
lessors may refund the security deposit if you cancel the lease before you occupy the premises. The
estimated range of costs in this category only includes your costs to enter into a lease agreement for the
facility. Estimated rental costs for 3 months are included with the category, “Additional Funds,” (see Note
18 below).

3 Utility Deposits. If you are a new customer of local utilities, you will generally have to pay
deposits to obtain services including electric, telephone, gas and water and others. The deposit will vary
depending on the policy of the local utility. We do not know if the deposits will be refundable. You should
contact your local utilities for more information.

4 Leasehold Improvements. To adapt a newly-acquired facility into a franchised business, the
facility must be renovated. The cost of leasehold improvements will vary depending on factors including
the size, condition and location of the facility, local wage rates and material costs. The amounts you pay
for leasehold improvements are typically non-refundable.

° Furniture, Fixtures & Equipment. You must purchase and/or lease and install fixtures,
furniture, equipment and décor to outfit and equip the franchised business according to our
specifications, such as tables, counters, booths or lighting necessary to operate your franchised business.
The cost of the furniture, fixtures and equipment will vary according to local market conditions, the size
of the premises, suppliers and other related factors. We do not know if the amounts you pay for
furniture, fixtures or equipment are refundable. You should inquire about the return and refund policy of
the suppliers at or before the time of purchasing.

® Initial Inventory. You must purchase an initial inventory of food and beverage products,
foodservice products, and other operating supplies. Costs vary based on the size and location of the
franchised business, time of season, suppliers and other related factors. We do not know if the amounts
you pay for inventory items to third party companies are refundable. Factors determining whether other
inventory items are refundable typically include the condition of the items at time of return, level of use and
length of time of possession. You should inquire about the return and refund policy of the suppliers at or
before the time of purchasing. The refund policy for product purchases from our Affiliates is described in
Item 5.
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"Insurance. You must purchase the following types and amounts of insurance and name us as an
additional insured or loss payee and contain a waiver of all subrogation rights against us, and our
successors and assigns:

(1) “all risk” property insurance coverage for assets of the franchised business;

(2) workers’ compensation insurance and employer liability coverage with a
minimum limit of $1,000,000 (or higher if your state law requires);

(3) commercial general liability insurance with a minimum liability coverage of
$1,000,000 per occurrence and $2,000,000 in the aggregate (or higher if your
state law requires);

(4) automobile liability insurance, including owned, hired, and non-owned vehicle
coverage of at least $1,000,000 (or higher if your state law requires);

(5) insurance coverage for contractual indemnity; and

(6) employment practices liability coverage with a minimum limit of $1,000,000.

We do not represent that these required types and limits are sufficient for your business needs
and advise you to discuss your business needs with a qualified insurance broker. We also recommend
(but do not currently require) that you purchase business interruption insurance.

Factors that may affect your cost of insurance include location of the premises, value of the
leasehold improvements, amount of inventory and other factors. The amounts you pay for insurance are
typically non-refundable. You should inquire about the cancellation and refund policy of the insurance
carrier or agent at or before the time of purchase.

8 Signage. This range includes the cost of all signage used in the franchised business. The costs
will vary based upon the size of the premises, whether you operate a Baguette Factory Production Unit, a
Production Unit, or a Non-Production Unit, location of the premises and local wage rates. The amounts
you pay for signage are typically non-refundable.

® Vehicles. You may purchase or lease a delivery truck with a refrigerated system. This is
optional, not mandatory.

10 Office Equipment and Supplies. You must purchase general office supplies including stationery,
business cards and typical office equipment. Factors that may affect your cost of office equipment and
supplies include local market conditions, the size of the premises, suppliers and other factors. We do not
know if the amounts you pay for office equipment and supplies are refundable. You should inquire about
the return and refund policy of the supplier at or before the time of purchase.

11 POS Support. You must pay our Approved Vendor of POS system services an annual fee for
POS phone support, repairs and online ordering. Currently this fee is $2,500 per year but may change.

12 Grand Opening. You must spend a minimum amount we specify in grand opening advertising
during the first 3 months of operation. The minimum amount for a Baguette Factory Production Unit is
$20,000, for a Production Unit $10,000 and $1,000 for a Non-Production Unit. We determine the
minimum based on our assessment of your advertising costs in your area and the time of year that you are
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opening. You may choose to spend more than the minimum amount we specify. If you choose to spend
more, factors that may affect the actual amount you spend include the type of media used, the size of the
area you advertise to, local media cost, location of the franchised business, time of year and customer
demographics in the surrounding area. The amounts you spend for grand opening advertising are typically
non-refundable. You should inquire about the return and refund policy of the suppliers at or before the
time of purchasing.

BTraining. The fee for initial training for up to 3 people (including the Designated Owner) is
included in the Franchise Fee. You are responsible for transportation and expenses for meals and lodging
while attending training. The total cost will vary depending on the number of people attending, how far
you travel and the type of accommodations you choose. These expenses are typically non-refundable. You
should inquire about the cancellation and refund policy of the airline, rental car or other transportation
company and hotel at or before the time you make your reservations.

14 Licenses & Permits. State and local government agencies typically charge fees for occupancy
permits, pre-construction and operating licenses and permits. Your actual costs may vary from the
estimates based on the requirements of state and local government agencies. These fees are typically non-
refundable. You should inquire about the cancellation and refund policy of the agencies at or before the
time of payment.

15 egal & Accounting. You will need to employ an attorney, an accountant and other consultants
to assist you in establishing your franchised business. These fees may vary from location to location
depending upon the prevailing rate of attorneys’, accountants’ and consultants’ fees. These fees are
typically non-refundable. You should inquire about the cancellation and refund policy of the attorney,
accountant or consultant at or before the time of hiring.

16 Office Network & Registers. You must purchase an electronic office network and registers to
manage and control your inventory in addition to tracking daily sales receipts from the franchised
business. The above range also includes the POS system monthly and per transaction fees. These costs
vary based on how many stations are purchased and the features selected. The amounts you pay for
office network and registers are typically non-refundable, or if refundable, you may be subject to a “re-
stocking” fee. You should inquire about the return and refund policy of the supplier at or before the time
of purchasing.

17 Store Surveillance System. You must purchase a store surveillance system according to our
specifications. The amounts you pay for the store surveillance system are typically non-refundable, or if
refundable, you may be subject to a “re-stocking” fee. You should inquire about the return and refund
policy of the suppliers at or before the time of purchasing.

18 Additional Funds. We recommend that you have a minimum amount of money available to
cover operating expenses, including utilities, local advertising and employees’ salaries for the first 3
months that the franchised business is open. Additional working capital may be required if sales are low or
operating costs are high. These expenses are typically non-refundable.
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19 Total. In compiling this chart, we relied on our and our Affiliates” industry knowledge and
experience. The amounts shown are estimates only and may vary for many reasons, including the size and
condition of your facility, the capabilities of your management team, where you locate your franchised
business and your business experience and acumen. You should review these estimates carefully with an
accountant or other business advisor before making any decision to buy a franchise. These figures are
estimates only and you may have additional expenses in starting the franchised business.

We do not offer direct or indirect financing to you for any items.

YOUR ESTIMATED INITIAL INVESTMENT

Development Agreement

The following chart provides an estimate of your initial investment to open your first Lee*s
Sandwiches Baguette Factory Production Unit if you sign a Development Agreement for the
development of 5 franchised businesses. There is no maximum fee; the total amounts are directly related
to the number and type of franchised businesses that we agree to and you plan to develop as agreed to in
your Development Agreement.

Type of Amount Method of When Due To Whom
Expenditure Payment Payment Is
To Be Made
Development Fee” $ 20,000- Upon Signin
P Cashier’s Check P gning Us
184,000 Development Agreement
Franchise Fee” 40,000- igni
Cashier’s Check Upon Signing Us
60,000 Development Agreement
Ogrrr 1Etxlfrirr]1?:|:ijsree; 160,890- As Disclosed in As Disclosed in As Disclosed in
_ 1,763,560 | preceding Tables Preceding Tables Preceding Tables
Business
TOTALY $ 220,890-
$ 2,007,560

“The low figure is based on the assumption that you enter into a Development Agreement
requiring you to open 2 Non-Production Unit franchised businesses, the initial franchise fee for your first
franchised business ($40,000 for a Lee*s Sandwiches Non-Production Unit) is due upon signing. You
will also pay a development fee for the additional Non-Production Unit franchised business to be
developed of $20,000. The franchise fee for the additional Non-Production Unit franchised business will
be $40,000. In the case of each franchised business after the first one, we will credit against the
franchise fee the amount of the development fee paid with respect to that franchised business. The
franchise and development fees are described in ITEM 5.

The high figure is based on the assumption that you enter into a Development Agreement
requiring you to open 1 Baguette Factory Production Unit franchised business, 1 Production Unit and 8
Non-Production Units. The initial franchise fee for your first franchised business ($60,000) is due upon
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signing. You will also pay a development fee for the additional 1 Production Unit and 8 Non-Production
Units to be developed of $184,000. The franchise fee for the additional Production Unit will be $48,000.
The franchise fee for each Non-Production Unit will be $40,000. In the case of each franchised business
after the first one, we will credit against the franchise fee the amount of the development fee paid with
respect to that franchised business.

“The balance of your initial investment for the first franchised business is as stated in the
preceding tables. Your costs to develop the second and each additional franchised business may be

affected by factors, such as inflation, local labor costs, materials cost and other factors.

ITEM 8. RESTRICTIONS ON SOURCES OF PRODUCTS AND SERVICES

Franchise Agreement

We can designate a supplier as an exclusive supplier of specified products/services/equipment, to
concentrate purchases with one or more suppliers and receive royalties or other payments from suppliers
for selecting them as organization suppliers or for allowing them to sell proprietary products. We and
our Affiliates have the right to derive profits and to receive discounts, commissions, rebates, promotional
allowances and other economic benefits as a result of purchases by franchisees of products, equipment
and services from us or our Affiliate or from any other supplier. We and any Affiliate of ours can be a
party to agreements with suppliers that provide for marketing or promotional rebates or allowances, volume
discounts or other economic benefits. Any rebates, discounts, allowances, profits, mark ups or other
benefits earned under these agreements or otherwise as a result of franchisees’ purchases of that supplier's
products or otherwise may be kept and used by us or our Affiliate in our/its sole discretion, as applicable.
We and our Affiliates can be an approved supplier or exclusive supplier of specific
equipment/products/services to be purchased by franchisees. We and each Affiliate will earn a profit
related to sales of products (including proprietary products), equipment and services to franchisees.

You must use, offer and maintain specified items in stock in such quantities as are needed to meet
reasonably anticipated consumer demand, including certain bakery flour, dough, meat products, desserts
and other items as specified in the Confidential Operations Manual, which meet our standards and
specifications and/or formulas (collectively, called “Lee*s Sandwiches Products.”) You must purchase a
sufficient supply of Lee*s Sandwiches Products and other items before beginning operations of the
franchised business and on an ongoing basis, as needed. You must purchase these products from us or our
Affiliate or an approved supplier/distributor as applicable. We have the right to adjust the number and type
of such products. Any products purchased from us or our Affiliate must be purchased according to the then
current order, delivery and payment policies and procedures then in effect. We, our Affiliate and approved
suppliers reserve the right to change prices and terms related to products/services sold or manufactured by
any of us, and to discontinue the manufacture and/or sale of any such products/services in our sole
discretion. Neither we nor our Affiliate shall be liable for any delays in shipment, receipt, or delivery in
connection with any approved or designated products.

Currently, our Affiliate, Lee Bros. Foodservices, Inc., is an approved supplier of Lee*s
Sandwiches Products and a designated supplier of meat products. Lee Bros. Foodservices, Inc. did not
have any revenues in 2023 from product sales made to franchisees. Additionally, our CEO, Chieu Van
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Le, and our Secretary, Yen Le, have an ownership interest in Lee Bros. Foodservices, Inc. Our Affiliate,
LQNN Inc., derives revenue as a result of supplying you with your requirements of Lee*s Sandwiches
Products and other products. LQNN, Inc. purchases products from Lee Bros. Foodservices, Inc. for
resale. Lee Bros. Foodservices, Inc. makes a profit on its sales of these products to LQNN, Inc. These
inventory products are sold by LQNN, Inc. to franchisees and other customers. During the fiscal year
ending December 31, 2023, LQNN, Inc. recognized revenues of $10,333,121 in the sale of inventory
items to Lee*s Sandwiches franchisees, or 27.3% of LQNN Inc.’s total revenues of $38,355,194.

We do not receive any revenue as a result of our Affiliates’ sales of the before-mentioned
inventory products. Our parent, LCJJ Holdings, Inc. does not derive any revenues from franchisee
purchases.

Periodically, we negotiate pricing arrangements, including volume discounts on behalf of our
franchisees with our suppliers. Volume discounts may not be available to franchisees located in outlying
markets that a particular supplier does not serve in significant volume. Presently, there are no purchase
or supply agreements in effect and no purchasing or distribution cooperatives that you must join.

You must purchase your furniture, fixtures, equipment, including computer equipment,
inventory, and signage under specifications in the Lee*s Sandwiches Confidential Operations Manual
(“Confidential Operations Manual”). These specifications include standards and specifications for
appearance, quality, price, performance and functionality. These standards and specifications are based
on our Affiliates’ experience in operating businesses of the type we are franchising and through research
and testing in our Affiliates’ businesses. We may communicate our standards and specifications directly
to suppliers who wish to supply you with furniture, fixtures, equipment, inventory and signage under
specifications. We communicate our standards and specifications to you when we evaluate your
proposed location for the franchised business, during training, before you conduct your grand opening
advertising, during on-site opening assistance, during periodic visits to your franchise location and
through the Confidential Operations Manual (including periodic bulletins). We will periodically issue
new standards and specifications (if any) through written notices.

If you would like to use any goods or services in establishing and operating the franchised
business that we have not approved (for goods and services that must meet our standards, specifications
or that require supplier approval), you must first send us sufficient information, specifications and
samples for us to determine whether the goods or services comply with our standards and specifications
or whether the supplier meets our approved supplier criteria. You must pay our expenses to evaluate
goods, services or suppliers. We will decide within 30 days after receiving the required information
whether you may purchase or lease the goods or services or from the supplier. Our criteria for approving
or revoking approval of suppliers includes: the supplier’s ability to provide sufficient quantity of goods;
quality of goods or services at competitive prices; production and delivery capability; and dependability
and general reputation.

Periodically, we may review our approval of any goods, services or suppliers. We will notify
you in writing if we revoke our approval of goods, services or suppliers, and you must immediately stop
purchasing disapproved goods or services, or must immediately stop purchasing from a disapproved
supplier. Additionally, we negotiate pricing arrangements, including volume discounts, on behalf of our
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franchisees with our suppliers. Volume discounts may not be available to franchises located in outlying
markets that a particular supplier does not serve in significant volume. Presently, there are no purchase or
supply agreements in effect and no purchasing or distribution cooperatives that you must join.

We estimate that approximately 30% to 60% of your expenditures for leases and purchases in
establishing your Lee*s Sandwiches franchise will be for goods and services that must be purchased
from us, our Affiliates or an approved supplier or according to our standards and specifications. We
estimate that approximately 80% to 90% of your expenditures on an ongoing basis will be for goods and
services that must be purchased from either us, our Affiliates, an approved supplier or according to our
standards and specifications.

We do not provide material benefits to you (including renewal rights or the right to additional
franchises) based on whether you purchase through the sources we designate or approve. We may take
action, including terminating your franchise, if you purchase unapproved products or make purchase from
unapproved suppliers. We have no purchasing or distribution cooperatives serving our franchise System.

Development Agreement

You are not required to purchase any goods or services as a party to an Area Development
Agreement.

ITEM 9. FRANCHISEE’S OBLIGATIONS

This table lists your principal obligations under the franchise 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.

Section in the
Franchise Agreement (FA) or Disclosure
Obligation Development Agreement (DA) Document ITEM
a. Site selection and acquisition/lease FA: Section 5 ITEMS 11 and 12
DA: Not Applicable
b. Pre-opening purchases/leases FA: Sections 5, 12 and 15 ITEMS 7 and 8
DA: Not Applicable
c. Site development and other pre- FA: Sections5and 8 ITEMS 7,8and 11
opening requirements DA: Not Applicable
d. Initial and ongoing training FA: Section 8 ITEMS 6, 7 and 11
DA: Not Applicable
e. Opening FA: Sections 5, 8 and 11 ITEM 11
DA: Section 4
f. Fees FA: Sections 3, 5, 8, 11, 13, 15, 19 and ITEMS 5,6 and 7
23
DA: Sections 3 and 7
g. Compliance with standards and FA: Sections 6,7, 8,9, 10 and 13 ITEMS 8, 14 and
policies/Operating Manual DA: Not Applicable 16
h. Trademarks and proprietary FA: Sections 6, 7 and 9 ITEMS 13 and 14
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Section in the
Franchise Agreement (FA) or

Disclosure

Obligation Development Agreement (DA) Document ITEM
information DA: Section 6
i Restrictions on products/services FA: Sections 5, 6 and 13 ITEMS 8 and 16
offered DA: Not Applicable
J- Warranty and customer service FA: Section 13 ITEM 16
requirements DA: Not Applicable
k. Territorial development and sales FA: Not Applicable ITEM 12
quotas DA: Sections 2 and 4, and Exhibit A
l. Ongoing product/service purchases FA: Section 13 ITEMS 8and 11
DA: Not Applicable
m. Maintenance, appearance and FA: Sections 5, 10 and 13 ITEM 6
remodeling requirements DA: Not Applicable
n. Insurance FA: Section 15 ITEMS 6, 7 and 8
DA: Not Applicable
0. Advertising FA: Section 11 ITEMS 6, 7 and 11
DA: Not Applicable
p. Indemnification FA: Section 22, Exhibit 5 ITEM 6
DA: Section 11
g. Owner’s participation/management/ | FA: Sections 9.4, 13, and 22 ITEM 15
staffing DA: Sections 4 and 11
r. Records and reports FA: Section 12 ITEM 11
DA: Not Applicable
S. Inspections and audits FA: Sections 6 and 12 ITEMS 6, 11 and
DA: Not Applicable 13
t. Transfer FA: Section 19 and Exhibits 1, 5, and ITEM 17
6
DA: Section 7 and Exhibit D
u. Renewal FA: Section 4 and Exhibits 1 and 6 ITEM 17
DA: Section 5 and Exhibit D
Renewal Addendum to the Franchise
Agreement
V. Post-termination obligations FA: Section 18 and Exhibits 2-A, 2-B ITEM 17
and 6
DA: Section 9 and Exhibit D
w. Non-competition covenants FA: Sections 7 and 18 and Exhibits 2- ITEM 17
A 2-Band 6
DA: Section 9 and Exhibit D
X. Dispute resolution FA: Section 24 and Exhibit 6 ITEM 17
DA: Section 13 and Exhibit D
y. Other Not Applicable Not Applicable
ITEM 10. FINANCING

We do not offer direct or indirect financing.

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

Except as listed below, Lee’s Sandwiches, International, Inc. is not required to provide you
with any assistance.

A. Before you open the franchised business, we will:

1. if we have not already approved a site for the franchised business before signing
the Franchise Agreement, we will designate the area in which you must locate the franchised business,
provide you with our criteria for site selection and evaluate sites you propose for the location of the
franchised business. (Franchise Agreement, Sections 2.3 and 5.1)

2. designate your territory (protected territory). (Franchise Agreement, Section
2.5)

3. if you are a developer, designate your Development Territory. (Development
Agreement, Section 2.1)

4. review your lease or purchase agreement, if applicable, for the approved site for
the franchised business. (Franchise Agreement, Section 5.3)

5. provide you with specifications for remodeling and equipping the approved
location along with a list of required supplies, equipment and improvements that you must purchase and
install for the operation of the franchised business. (Franchise Agreement, Section 5.4)

6. provide an initial training program. This training is described in detail later in
this ITEM 11. (Franchise Agreement, Section 8.1)

7. provide to you on-site assistance and guidance (at no risk to us) to assist you
with questions you may have in opening the franchised business. (Franchise Agreement, Section 8.2).

8. provide to you, on loan, one copy of the Lee*s Sandwiches Confidential
Operations Manual, or grant you access to an electronic copy of the Confidential Operations Manual. The
approximate total number of pages in the Confidential Operations Manual as of the date of this Disclosure
Document is 566. The Table of Contents of the Confidential Operations Manual is included as Exhibit D
to this Disclosure Document. (Franchise Agreement, Section 9.1)

B. Methods Used to Select the Location of the Franchised Business

If you have a potential site for the franchised business, you may propose the location for
our consideration. We may consent to the site after we have evaluated it. If you do not have a proposed
site, we will designate a geographic area in which you must locate the franchised business and we will
furnish you with our general site selection criteria. You are solely responsible for locating and obtaining
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a site that meets our standards and criteria and that is acceptable to us. (Franchise Agreement, Section
5.1) We may review your lease and require that it include certain protections for the franchise system as
explained in the Franchise Agreement, as well as a collateral assignment of lease in a form similar to the
one attached to the Franchise Agreement as Exhibit 5. (Franchise Agreement, Section 5.3)

The general site selection and evaluation criteria or factors that we consider in approving
your site includes the condition of the premises, demographics of the surrounding area, proximity to
other Lee*s Sandwiches businesses, proximity to competitive businesses, lease requirements, traffic
patterns, visibility, vehicular and pedestrian access, proximity to major roads, available parking and
overall suitability. We will provide you with written notice of our approval or disapproval of any
proposed site within a reasonable time (usually 30 days) after receiving all requested information. If we
cannot agree with you on a suitable site for the franchised business within 90 days after you sign the
Franchise Agreement, we may terminate the Franchise Agreement. (Franchise Agreement, Sections 5.1
and 5.2)

If you are a developer, you must locate each of your franchised businesses in the
Development Territory, and for each you must propose the specific sites for our consideration, according

to the process above. (Development Agreement, Section 2.1 and 4.3)

C. Typical Length of Time Before Operation

We estimate that the typical length of time between the signing of the Franchise
Agreement and the opening of the franchise is 180 days. Factors that may affect your beginning operations
include ability to secure permits, zoning and local ordinances, weather conditions and delays in installation
of equipment and fixtures. You are required to open your franchised business and be operational within
240 days after signing the Franchise Agreement. (Franchise Agreement, Sections 5.4 and 5.6)

If you are a developer, failure to meet any timing requirement or deadline contained in
your development schedule may result in termination of the Development Agreement. (Development
Agreement, Section 8.1.6)

D. After the opening of the franchised business, we will:

1. offer advice and general guidance to you by telephone, e-mail, facsimile,
newsletters and other methods. Our guidance is based on our and our Affiliates’ knowledge and
experience. We offer you advice and guidance to the extent we consider appropriate on a variety of
business matters, including operational methods, accounting procedures, authorized products or services
and marketing and sales strategies. (Franchise Agreement, Section 14.1)

2. make periodic visits to the franchised business to provide you with consultation,
assistance and guidance in various aspects of the operation and management of the franchised business.
We may prepare written reports suggesting changes or improvements in the operations of the franchised
business and detailing deficiencies that become evident as a result of a visit. If we prepare a report, we may
provide you with a copy by e-mail or facsimile if it is a written report, or by telephone if it is not written.
(Franchise Agreement, Section 14.2)
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3. make available to you operations assistance and ongoing training as we consider
necessary. (Franchise Agreement, Sections 8.2 and 8.5)

4. make available to you changes and additions to the System as generally made
available to all franchisees. (Franchise Agreement, Section 10.2)

5. approve forms of advertising materials you will use for local advertising and
grand opening advertising. (Franchise Agreement, Sections 11.1 and 11.2)

6. provide you with modifications to the Confidential Operations Manual as they
are made available. (Franchise Agreement, Section 9.2)

E. Advertising and Promotion

1. During your first 3 months of operation, you must spend a minimum amount we
specify on local advertisement and promotion of initial opening (grand opening advertising), including
print, media and other advertising or promotional efforts. The current minimum amount for a Baguette
Factory Production Unit is $20,000, for a Production Unit is $10,000 and for a Non-Production Unit is
$1,000 and is subject to change by us. We determine the minimum amount by assessing advertising costs
in your area and taking into account the time of year that you are opening. We will provide you with
guidance for conducting grand opening advertising, and we will review and approve the materials you
use in your grand opening advertising. (Franchise Agreement, Section 11.1)

2. Each month, beginning 3 months after you commence operation of the
Franchised Business, you must spend 2% of the previous month’s gross sales on advertising, promotions
and public relations in the local area surrounding the franchised business. You will pay for your ads and
promotions directly, but we will provide you with general marketing guidelines and we will review and
approve your advertisements. You may not use any advertising materials that we have not approved. You
have to meet any promotional, coupon and discount program or policies we may establish. We will not
spend any funds on advertising your franchised business in your local area. (Franchise Agreement, Section
11.2)

3. We may develop a System-wide marketing fund and, if we do, you must
contribute 2% of your weekly gross sales to the fund. We will give you 30 days’ notice before
implementing or increasing required contributions. Contributions to the Fund will be in addition to
expenditures toward your grand opening advertising and toward local advertising. (Franchise Agreement,
Section 11.3) If we establish a fund, we will administer the marketing fund as follows:

@) We will control the creative concepts and the materials and media to be
used, and we will determine the placement and allocation of advertisements. We may use print,
television, radio, Internet or other media for advertisements and promotions. We do not guarantee that
any particular franchisee will benefit directly or in proportion to their contribution from the placement of
advertising by the marketing fund.
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(b) We may use your contributions to meet or reimburse us for any cost of
producing, maintaining, administering and directing consumer advertising (including the cost of
preparing and conducting television, radio, Internet, magazine, direct mail and newspaper advertising
campaigns and other public relations activities; developing and/or hosting an Internet web page of
similar activities; employing advertising agencies to assist; providing promotional brochures; conducting
market research; and providing other marketing materials to franchisees). We will maintain your
contributions in a separate account from our funds and we will not use them for any of our general
operating expenses, except for our reasonable administrative costs, overhead related to the administration
of the marketing fund and salaries of any marketing personnel that may be employed by us. We will not
use marketing fund contributions for the direct solicitation of franchise sales.

(c) We expect to use all contributions in the fiscal year they are made,
although we are not required to do so. We will use any interest or other earnings of the marketing fund
before we use current contributions. We intend for the marketing fund to be perpetual, but we have the
right to terminate it if necessary. We will not terminate the marketing fund until all contributions and
earnings have been used for advertising and promotional purposes or we have returned your pro rata
share.

(d) All Lee*s Sandwiches businesses owned by our affiliates or us may, but
are not obligated to, make similar contributions to the marketing fund.

©)] We will have an accounting of the marketing fund prepared each year
and we will provide you with a copy if you request it. The accounting may or may not be audited. If we
do elect to have the accounting be reviewed or audited and reported on by an independent certified
public accountant, it will be at the marketing fund’s expense.

As of our last fiscal year ended December 31, 2023, we have not collected any
marketing fund contributions.

4, Although we are not obligated to do so, we may create a cooperative advertising
program for the benefit of all franchises located in a particular region. We have the right to collect and
designate all or a portion of the local advertising expenditures for cooperative advertising, or to require
franchisees in a region to contribute some or all of their local advertising expenditures into a cooperative
fund. We will determine the geographic territory and market areas for each cooperative advertising
program. You must participate in any cooperative advertising program established in your region. If
cooperative advertising is implemented in a particular region, we may establish an advertising council for
franchises in that region to self-administer the program. If we establish a cooperative advertising program
or programs with or without an advertising council, there are no limits on our right to change, dissolve or
merge these program(s) and/or council(s) at any time. (Franchise Agreement, Section 11.4)

5. You must list the telephone number for the franchised business in your local
telephone directory and advertise your franchised business in the “yellow pages” category that we
specify. You must place the listings together with other franchises operating within the distribution area
of the directories. (Franchise Agreement, Section 11.6)

Lee’s Sandwiches International, Inc.
Franchise Disclosure Document - California
42024 25



6. You are restricted from establishing a presence on, or marketing using, the
Internet without our consent. We have an Internet website at the uniform resource locator
www.leessandwiches.com that provides information about the System and about Lee*s Sandwiches
franchises. We may (but we are not required to) include at the Lee*s Sandwiches website an intranet
section or an interior page containing information about your franchised business. If we include this
information on the Lee*s Sandwiches website, you may be requested to prepare the page, at your
expense, using our template. All information must be approved by us before it is posted. We retain the
sole right to market on the Internet, including the use of websites, domain names, uniform resource
locators, keywords, linking, search engines (and search engine optimization techniques), banner ads,
meta-tags, marketing, auction sites, e-commerce and co-branding arrangements. You may be requested
to provide content for our Internet marketing and you must follow our intranet and Internet usage rules,
policies and requirements. We retain the sole right to use the Marks on the Internet, including on
websites, as domain names, directory addresses, search terms and meta-tags, and in connection with
linking, marketing, co-branding and other arrangements. We retain the sole right to approve any linking
to, or other use of, the Lee*s Sandwiches website. (Franchise Agreement, Section 11.5)

7. We may, but are not required to, provide you advertising templates, mobile or
other applications or other promotional material for marketing your franchised business, which you may
have to customize for your use. We may choose to charge a reasonable fee for these materials. These
charges will not count towards your marketing fund contributions of fees and are separate and distinct
from your marketing fee obligations. (Franchise Agreement, Section 11.2.3)

8. You may not implement any gift card, gift certificate, customer loyalty or
similar rewards program or any mobile or other payment capability/app/program for your franchised
business without our prior written approval or as may be authorized in any Confidential Operations
Manual or through other written communication to all Franchisees. We can condition our consent on
your compliance with or inclusion of particular program terms or practices designed to protect the good
will associated with the Marks. You must accept credit cards, debit cards, and such other means of
payment as we may require. You also must sell and accept approved gift cards, gift certificates, and
other comparable items we approve, as provided or designated by us or which are prepared using any
standard form we prescribe. You have to abide by the terms of any gift card or gift certificate or loyalty
program we specify, all as provided in any Manual or through other written communication to
Franchisees and at your expense, including all policies and procedures relating to sales, issuance and
redemption and payment of related fees and costs. You agree to honor gift cards in the form we provide
or approve, if any, regardless of whether issued directly or indirectly by you, us or another Lee*s
Sandwiches Unit, and to timely make any payments due to us or a designee for gift cards sold by you and
to comply with processes for requests for reimbursement for goods and services sold in exchange for gift
cards. You must implement and accept in your franchised business any mobile or any other payment
capability/app/program we designate from time to time and abide by the terms of any related mobile or
any other payment program policies and procedures, all as provided in any Confidential Operations
Manual or through other written communication to Franchisees and at your expense. You must purchase
or lease, install and use all equipment components and software that meet any standards and
specifications we establish and which allow you to accept and process any gift/loyalty cards, certificates
or programs and mobile or any other payment programs, as we may require. You must give us
independent access to related system information. Expenses incurred by you related to any gift card,
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certificate or customer loyalty program or any mobile or other payment capability/app/program are not
considered to be marketing fund contributions or to satisfy any Cooperative Advertising requirement and
are separate and distinct from your marketing fee obligations and Cooperative Advertising requirements.
(Franchise Agreement, Section 11.2.4)

F. Computer Equipment

You must purchase and use any hardware and computer software programs we
designate. Presently, we require you to purchase and use the following hardware and software that
conforms to our standards and specifications as provided in our Confidential Operations Manual.

HARDWARE

Quantity Description

1-5 Cash Register

15" LCD PCap Panel Terminal Pedestal
4GB RAM 64GB SSD

10" 12vdc Customer Display Monitor
W/Stand

Epson M3812-4550 Receipt Printer
USB Handheld Scanner Model DS9208
16" Cash drawer with cable and insert -
North America

3 Trk Card Reader W/Bio Reader
Uninterrupted Power Supply 550 Volt-
ampere / 330 Watt

1 POS AD Server

PC Server (3.0 GHz, 2M Cache 800 MHz
FSB; 4 GB RAM; 32bit Windows OS;
80GB HD; 30x CDROM; Sound Card)
17" LCD Display

UPS Backup Battery

1 Callout System
Amplifier
Speaker(s)
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HARDWARE

Quantity Description

Epson TM-T88V Serial Kitchen Receipt
Printer

Epson TM-T88V Serial Beverage Receipt
Printer

8 or 16 Port Switch

Firewall Router with or without VPN
RJ45 to DB9 M/M 120cm Serial RS232
Adaptor Cable

Wireless-G Access Point/Router

Video Splitter

Additional Advertising Displays
Additional Cables

Additional Accessories

SOFTWARE

M615x Windows10 lot 64b Brink Pos

Brink POS portal access and reporting tool/monthly fee
Brink Future Data Software as a Service

Integration API - Restaurant 365

Integration APl — OLO

Integration APl — Punchh

POS Advertising Display Software (per AD Server)

SQL Database Software

Antivirus Software

The approximate cost of the hardware and software ranges from $12,000 to $35,000,
depending on what model franchise you choose. In addition, we require all franchisees to obtain POS
support services, including phone support, repairs and online ordering, from an approved vendor of POS
services. Currently, the annual fee for these POS services is $2,500, but it can change.

MONTHLY Fees Associated with POS System

Product/Service Name Monthly
Amount
Brinks POS Fee $185.10
Brinks ParPay credit card processor $40.00
Olo (Mobile and Online order) Service Edition Fee $70.00
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Product/Service Name Monthly
Amount
Olo (Mobile and Online order) Order Package Fee $35.00
Punchh Customer Reward app $200.00
Worldpay/Parpayment Credit Card Service Provider (credit card service) $24.95
Worldpay/Parpayment Credit Card Service Provider (gift card service) $24.95

There is also a fee of $0.03 per transaction charged by Worldpay/Parpayment Credit
Card Service. You may choose to use our optional accounting and inventory software. The monthly
service fee for the software is $149.

We do not have separate computer system requirements for a developer entering into a
Development Agreement.

We may introduce new requirements for computer and point-of-sale systems or modify
our specifications and requirements. There are no limits on our rights to do so. There are no contractual
limitations on our right to independently access all information you collect or compile at any time
without first notifying you. (Franchise Agreement, Sections 10.2, 12.5 and 12.6)

You will be required to install a computer surveillance system consisting of the following
minimum requirements: 8-16 cameras (3 mp 1080P resolution, infrared lighting, covering all non-private
areas including one on top of each cash register) Network Video Recorder (3TB of storage, 24/7 motion
recording, remote access, which costs for this system may range between approximately $2,000 to $5,000.
We reserve the right to be given direct access to camera feeds, although we do not currently require this.
(Franchise Agreement, Section 12.6)

You must comply with the then-current Payment Card Industry Data Security Standard
and any revision to it adapted by the PCI Security Standards Council, LLC (the “PCI Council”) or any
successor organization or standards we may specify. You must implement enhancements and security
requirements and other requirements established by the PCI Council for merchants accepting payment by
credit or debit cards. (Franchise Agreement, Section 13.13)

G. Training

We provide you an initial training program that covers material aspects of the franchised
business. The topics covered are listed in the chart below. The training materials will include review of
the Confidential Operations Manual and training manual.

This training is conducted at our Affiliate’s location in Garden Grove, California, or
another location we designate. You must designate an individual franchisee or owner who holds at least
5% or greater share of the equity in the franchisee entity to have primary responsibility for the management
of the franchised business (the “designated owner™) and the initial training is mandatory for him or her.
Your designated owner must complete the initial training to our satisfaction approximately 4 weeks before
the opening of the franchised business. Your other equity owners, if any, and up to one managerial
employee may also attend training, for a total of up to 3 persons. We expect that your attendees will
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advance through the training program at different rates depending on a variety of factors including
background and experience. The time frames provided in the chart are an estimate of the time it will take
to complete training. You must pay for all travel costs and living expenses for yourself and any of your
attendees. You are at all times solely responsible for training your own employees and other management
personnel. This initial training is in addition to the on-site opening assistance we provide to you, which is
generally about 1 week long around the time of your store opening. Your franchised business must at all
times be under the day-to-day supervision of a designated owner who has completed our training program
to our satisfaction. If you replace your designated owner, your new designated owner must attend our
training and complete the program to our satisfaction. After a replacement of the designated owner, he or
she has 60 days to satisfactorily complete initial training. We can charge you then current training
expenses associated with the new designated owner’s initial training program, which are payable by you
upon demand. You must pay all travel costs and living expenses for a new designated owner’s attendance.
(Franchise Agreement, Section 8)

TRAINING PROGRAM

Baguette Factory Production Unit and Production Unit
HOURS OF HOURS OF
CLASSROOM ON-THE-JOB
SUBJECT TRAINING TRAINING LOCATION
Intro/Business 7 0 Garden Grove, California
Philosophy/Overview of
Operations
Departmental Technique 1 0 Garden Grove, California
Overview
Cashier/Deli Manjoo 3 13 Garden Grove, California
Sandwiches 4 28 Garden Grove, California
Coffee/Smoothie/Desserts 4 20 Garden Grove, California
Sanitation/Maintenance 1 11 Garden Grove, California
Cooler/Freezer/Inventory 4 8 Garden Grove, California
Storage
Kitchen 4 28 Garden Grove, California
Bakery 3 45 Garden Grove, California
Admin/Acct./Personnel 4 0 Garden Grove, California
Overview
Inventory Ordering 4 8 Garden Grove, California
Employee Scheduling 4 8 Garden Grove, California
Cash Management 4 0 Garden Grove, California
Quality Control 3 5 Garden Grove, California
On the Job Management 96 8 Garden Grove, California
Non-Production Unit
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Non-Production Unit
HOURS OF HOURS OF
CLASSROOM ON-THE-JOB
SUBJECT TRAINING TRAINING LOCATION
Intro/Business 7 0 Garden Grove, California
Philosophy/Overview of
Operations
Cashier/Deli Manjoo 3 13 Garden Grove, California
Sandwiches 4 28 Garden Grove, California
Coffee/Smoothie/Desserts 4 20 Garden Grove, California
Sanitation/Maintenance 1 11 Garden Grove, California
Cooler/Freezer/Inventory 4 8 Garden Grove, California
Storage
Kitchen 4 28 Garden Grove, California
Bakery 3 21 Garden Grove, California
Admin/Acct./Personnel 4 0 Garden Grove, California
Overview
Inventory Ordering 4 8 Garden Grove, California
Employee Scheduling 4 8 Garden Grove, California
Cash Management 4 0 Garden Grove, California
Quality Control 3 5 Garden Grove, California
On the Job Management 96 8 Garden Grove, California

Training will be conducted by Tom Quach, Lien Quach and Linda Quach. Their qualifications are
as follows:

Tom Quach has 22 years’ experience in the operation of a Lee*s Sandwiches business and 22
years’ experience in the foodservice industry.

Lien Quach has 22 years’ experience in the operation of a Lee*s Sandwiches business and 22
years’ experience in the foodservice industry.

Linda Quach has over 38 years’ experience in the foodservice industry and 22 years’ experience in
the operation of a Lee*s Sandwiches business.

If circumstances require, a substitute trainer may provide training to you. We may periodically
name additional trainers if the training schedule requires it. There are no limits on our right to assign a
substitute to provide training. Any substitute or additional trainer that we may use will be trained by us and
will have a minimum of 6 months’ experience with our System. We may also alter the type of instructional
material used or provide additional instructional material during training sessions. As of the effective date
of this Disclosure Document, substitute trainers have not been used. Additionally, we may occasionally
agree in our discretion to deliver the initial training content entirely on-site at your store location. If we
make that choice, we anticipate arriving on-site approximately 1 week before your store opening and
remaining on site for approximately 3 weeks after opening, although this time period may be longer or
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shorter. We may condition our agreement to such a request upon you holding us harmless and
indemnifying us for any liabilities associated with our training on your site.

If you are unable to satisfactorily complete initial training within the time frames described above
in this Item 11, we can require you to reimburse us for costs we incur beyond the scheduled training period.

Periodically, you may be required to attend refresher-training programs to be conducted at our
headquarters or other locations we think beneficial. Any mandatory programs of this sort will be
provided to you at no cost. You will be responsible for travel, lodging and other out-of-pocket expenses
associated with attending the refresher-training programs.

ITEM 12. TERRITORY

Franchise Agreement

You will not receive an exclusive territory. You will receive a non-exclusive territory (called a
“protected territory”). You may face competition from other franchisees, from outlets that we own, or
from other channels of distribution or competitive brands that we control. The protected territory will be
described and depicted in a map attached to the Franchise Agreement when your approved location is
identified. We determine the boundaries of the area based on a variety of factors, including population,
median population age, proximity to competitors, proximity to other franchisees and natural, physical or
political boundaries. We anticipate that the protected territory for a food court unit or a unit located in a
captive venue, such as a university, a hospital or another site with a separate and distinct commercial
purpose, will be limited to the building in which the unit is located. If we approve in our discretion any
mobile franchised unit or temporary location (such as at a fairground or other limited time event) no
protected territory will be included.

We will not establish any other Lee*s Sandwiches Baguette Factory Production Unit, Production
Unit or Non-Production Unit in your protected territory. We may establish a Lee*s Sandwiches Non-
Production Unit and any kind of Lee*s Sandwiches Business located in a captive venue in your protected
territory. We and our affiliates have the right to establish, license, own and/or operate all types of Lee*s
Sandwiches Businesses anywhere outside your protected Territory, regardless of their proximity to your
Lee*s Sandwiches Business or the customers it serves. We, our affiliates and others we may license can
establish, own and/or operate Lee*s Sandwiches Non-Production Units or mobile or temporary Lee*s
Sandwiches Businesses inside or outside of your protected territory. We, our affiliates and others we
may license, establish, own and/or operate businesses, whether using the Marks or not, different from
Lee*s Sandwiches Businesses, inside and outside your protected territory.

We can acquire the assets or controlling ownership of one or more businesses identical or similar
to the franchised business (and/or acquire franchise, license and/or similar agreements for these
businesses), some or all of which may be located anywhere, including within the Protected Territory. If
we purchase or acquire franchises or licenses, we may, in our sole discretion, act as franchisor or licensor
with respect to those franchisees or licensees wherever they are located, under the individual franchise or
license agreement(s) between us and the franchisee(s) or licensee(s). We also can be acquired
(regardless of the form of transaction) by any business, even if the other business operates, franchises
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and/or licenses competitive businesses within the Protected Territory. We and our affiliates may use the
Marks or other trademarks, service marks and commercial symbols in connection with sales to other
restaurants, retail outlets and individual customers of any products and services, including those you are
authorized to use in or sell from Lee*s Sandwiches Businesses. We and our affiliates also may use the
Marks or other trademarks, service marks and commercial symbols in connection with sales through
alternate channels of distribution, such as joint marketing with partner companies, direct mail, grocery
stores and outlets and Internet sales, of any products and services, including those you are authorized to
use in or sell from Lee*s Sandwiches Businesses, regardless of where the customer is located. These
activities through alternate channels of distribution, including Internet sales, telemarketing, grocery
stores and outlets, or other direct marketing sales to the extent allowed in the Franchise Agreement may
compete with your franchised business. We and our affiliates may sell products and services through
alternate channels of distribution for a higher or lower price than we or they charge you for similar
products and services. We will not compensate you for any sales of products and services made in your
area through an alternate channel of distribution or otherwise.

Currently, our affiliate, LQNN, Inc. sells to supermarkets and warehouse stores the same/similar
products you will offer and sell. Additionally, we sell select Lee*s Sandwiches products through our
website, www.leessandwiches.com, and LONN, Inc. and Lee Bros. Foodservices, Inc., are distributors of
various Lee*s Sandwiches products to franchisees, as well as to other third party customers, regardless of
where they are located. You may not directly market to or solicit customers located inside another
franchisee’s protected territory including Internet sales, catalog sales, telemarketing or other direct
marketing. Unless you are advertising cooperatively with another franchisee, you may not advertise in any
media primarily circulated within another franchisee’s protected territory.

You will operate the franchised business from one location that we approve. You must receive our
permission before relocating. If you can no longer use the location due to circumstances beyond your
control or fault, including destruction of the premises, you may be allowed 90 days within which to relocate
either permanently or temporarily to another approved location. If you attempt to sell your franchised
business or transfer your interest from the franchised business to a third party, we may exercise our right of
first refusal to purchase your franchise on the same terms and conditions as offered by a third party. You
do not receive the right to acquire additional franchises in your protected territory. You must meet our
qualifications for new franchisees and pay a franchise fee to qualify for an additional franchise location.
You may not advertise on the Internet or otherwise direct advertising to areas outside your protected
territory without our consent. Our consent, if granted, may be conditioned on a requirement that you
combine such advertising with other franchises that are located in the markets or areas targeted by the
advertising. Your territorial protections are not dependent upon achievement of a certain sales volume,
market penetration or any other contingency. As long as the Franchise Agreement is in effect, your
protected territory will not be altered.

Development Agreement

You will not receive an exclusive territory. We will grant you a Development Territory. Your
Development Territory will be agreed upon by you and us at the time of the signing of the Development
Agreement. The Development Territory will vary in size depending on factors including the number of
Lee*s Sandwiches businesses you intend to develop and the population density and demographics of the
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area under consideration. We will not establish any new franchised or company-owned Lee*s
Sandwiches businesses in your Development Territory during the term of the Development Agreement.
You may face competition from other franchisees, from outlets that we own, or from other channels of
distribution or competitive brands that we control. You must open a set humber of franchises. Each
franchise must be opened within a set time frame and each site requires our prior approval. The number
of franchises and the opening schedule are decided before we sign a Development Agreement with you.
We and our Affiliates reserve all rights in the Development Territory not expressly given to you. We
and our Affiliates also reserve certain rights in the Development Territory, as provided below, including
the rights to:

i continue to own and operate, and allow others to continue to own and operate, Lee*s
Sandwiches Businesses existing or under construction inside of the Development
Territory as of the date of the Development Agreement, if any;

ii. establish, or grant to others the right to establish, Lee*s Sandwiches Businesses outside
of the Development Territory;

iil. establish and operate, and license others to establish and operate, businesses, whether
using the Marks or not, different from the Lee*s Sandwiches Businesses that Developer
will establish, both within and outside the Development Territory;

iv. purchase or otherwise acquire the assets or controlling ownership of 1 or more
businesses identical or similar to Lee*s Sandwiches Businesses (and/or acquire
franchise, license and/or similar agreements for such businesses), some or all of which
may be located anywhere, including within the Development Territory. If we purchase
or acquire franchises or licenses, we may choose to act as franchisor or licensor for the
franchisees or licensees wherever located, under the individual franchise or license
agreement(s) between us and the franchisee(s) or licensee(s);

V. be acquired (regardless of the form of transaction) by any business, even if the other
business operates, franchises and/or licenses competitive businesses within the
Development Territory;

Vi. use the Marks or other trademarks, service marks and commercial symbols in connection
with sales to other restaurants, retail outlets and individual customers of any products
and services, including those you are authorized to use in or sell from the Lee*s
Sandwiches Businesses you develop; and

vii. use the Marks or other trademarks, service marks and commercial symbols in connection
with sales through alternate channels of distribution, such as joint marketing with partner
companies, direct mail, grocery stores and outlets and Internet sales, of any products and
services, including those you are authorized to use in or sell from the Lee*s Sandwiches
Businesses you develop in your Development Territory, regardless of where the
customer is located, and for a price that may be higher or lower than the price that you

pay.
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ITEM 13. TRADEMARKS

You receive the right to operate your business under the trademark “Lee*s Sandwiches®”, which is
the principal trademark used to identify our System. You may also use any other current or future Mark
that we designate, including the logo on the front of this Disclosure Document, to operate your franchised
business. By “Mark,” we mean any trade name, trademark, service mark or logo that we may authorize
you to use to identify your business. We have a registration of the following Marks on the United States
Patent and Trademark Office (“USPTQO”) Principal Register.

REGISTRATION REGISTRATION

MARK NUMBER DATE
LEES SANDWICHES ane 28 2011
3 3984995 Renewed November 6,
(design plus words, letters, and/or 2021
numbers)
October 4, 2005
LEE’S SANDWICHES 3004517 Renewed October 14,
(standard character mark) 2015
3106012 June 20, 2006

Renewed July 25, 2016

(design plus words, letters, and/or
numbers)

July 18, 2006
, < | 3116071 Renewed February 15,
LEE S
== 2017
(design plus words, letters, and/or
numbers)

We have filed all necessary affidavits for the trademarks as required by the USPTO.

Currently, we know of no effective material determinations of the United States Patent and
Trademark Office, Trademark Trial and Appeal Board, the trademark administrator of any state or any
court, state or federal involving the Marks. We know of no pending infringement, opposition or
cancellation proceeding; we know of no pending material litigation in federal court or in any state court
litigation regarding our use or ownership of the Marks.

There are no infringing or prior superior uses actually known to us that could materially affect the
use of the Marks in the state of California or any other state in which the franchised business is to be
located. We have exclusive ownership of the Marks. No current Lee*s Sandwiches business has any
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ownership interest in our Marks. You will be licensed the right to use the Marks, with ownership
remaining exclusively with us.

There are no agreements currently in effect that significantly limit our rights to use or license the
use of the Marks in any manner material to the franchise.

You do not receive any rights to the Marks other than the nonexclusive right to use them in the
operation of your franchised business. You must follow our rules when you use the Marks. You must use
the Marks as the sole trade identification of the franchised business. You must display appropriate signage
stating that your franchised business is independently owned or operated from us. You cannot use our
name or Mark as part of a corporate hame. You may not use a hame or Mark with modifying words,
designs or symbols except for those which we license to you. You may not use any Mark in connection
with the sale of any unauthorized products or services or in any other manner that we do not authorize in
writing. You must obtain a fictitious or assumed name registration if required by your state or local law.
Any unauthorized use of the Marks by you is a breach of the Franchise Agreement and an infringement of
our rights in the Marks. You must not contest the validity or ownership of the Marks, including any Marks
that we license to you after you sign the Franchise Agreement. You must not assist any other person in
contesting the validity or ownership of the Marks.

You must immediately notify us when you learn about an infringement of, or challenge to your use
of, any Mark, or any claim by any person of any rights in any Marks, and you must not communicate with
any person other than us and our counsel regarding any infringements, challenges or claims unless you are
legally required to do so, however, you may communicate with your own counsel at your own expense.
We will take the action we think appropriate in these situations; we have exclusive control over any
settlement or proceeding concerning any Mark. You must take any actions that, in the opinion of our
counsel, may be advisable to protect and maintain our interests in any proceeding or to otherwise protect
and maintain our interests in the Marks.

While we are not required to defend you against a claim against your use of our Marks, we will
reimburse you for all of your expenses reasonably incurred in any legal proceeding disputing your
authorized use of any Mark, but only if you notify us of the proceeding in a timely manner and you have
complied with our directions with regard to the proceeding. We have the right to control the defense and
settlement of any proceeding. We will not reimburse you for your expenses and legal fees for separate,
independent legal counsel and for expenses in removing signage or discontinuing your use of any Mark.
We will not reimburse you for disputes where we challenge your use of a Mark.

If we require, you must modify or discontinue the use of any Mark and use other trademarks or
service marks we designate. We do not have to reimburse you for modifying or discontinuing the use of a
Mark or for substituting another trademark or service mark for a discontinued Mark. If we adopt and use
new or modified Marks, you must add or replace equipment, signs, supplies and fixtures, and you must
make other modifications we designate as necessary to adapt your franchised business for the new or
modified Marks. We do not reimburse you for any loss of goodwill associated with a modified or
discontinued Mark.
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You must not register or seek to register as a trademark or service mark, either with the USPTO or
any state or foreign country, any of the Marks or a trademark or service mark that is confusingly similar to
any of our Marks.

You may not advertise on the Internet using, or establish, create or operate an Internet site or
website using any domain name containing, the words “Lee*s Sandwiches” or any variation of “Lee*s
Sandwiches” without our prior written consent.

ITEM 14. PATENTS, COPYRIGHTS AND PROPRIETARY INFORMATION

No patents are material to the franchise. We have no pending patent applications that are material
to the franchise. We own copyrights in the Confidential Operations Manual, our website, our marketing
materials and other copyrightable items that are part of the System. While we claim copyrights in these and
similar items, we have not registered these copyrights with the United States Register of Copyrights. You
may use these items only as we specify while operating the franchised business and you must stop using
them if we direct you to do so.

We know of no effective determinations of the U.S. Copyright Office or any court regarding any of
our copyrighted materials. Our right to use or license copyrighted items is not materially limited by any
agreement or known infringing use.

We have developed certain trade secrets and other confidential information, including methods of
business management, sales and promotion techniques, and know-how, knowledge of, and experience in,
operating a Lee*s Sandwiches business. We will provide our trade secrets and other confidential
information to you during training, in the Confidential Operations Manual and as a result of the assistance
we furnish you during the term of the franchise. You may only use the trade secrets and other confidential
information for the purpose of operating your franchised business. You may only divulge trade secrets and
other confidential information to employees who must have access to it to operate the franchised business.
You are responsible for enforcing the confidentiality provisions as to your employees.

Certain individuals with access to our trade secrets or other confidential information, including
your shareholders (and members of their immediate families and households), officers, directors, partners,
members, if you are a corporation, limited liability company or other business entity may be required to
sign nondisclosure and non-competition agreements in a form the same as or similar to the Nondisclosure
and Non-Competition Agreement attached to the Franchise Agreement. Except as prohibited by law, we
may also require that you enter into nondisclosure and/or non-competition agreements with your
employees, in a form that is acceptable to us. We will be a third-party beneficiary with the right to enforce
the agreements.

All ideas, concepts, techniques or materials concerning the franchised business and/or the System,
whether or not protectable intellectual property and whether created by or for you or your owners or
employees, must be promptly disclosed to us and will be our sole and exclusive property and a part of the
System that we may choose to adopt and/or disclose to other franchisees, and you hereby assign and agree
to assign to us all right, title and interest in any intellectual property so developed. Likewise, we will
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disclose to you concepts and developments of other franchisees that we make part of the System. You
must also assist us in obtaining intellectual property rights in any concept or development if requested.

Your use of the Confidential Operations Manual, trade secrets or other confidential information in
an unauthorized manner is a default of the Franchise Agreement that may result in automatic termination of
the Franchise Agreement.

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

The franchised business must always be under the direct full-time day-to-day supervision of your
designated owner, which is you if you are an individual, or is an individual you select if you are a
business entity. The designated owner must attend and satisfactorily complete our initial training
program before opening the franchised business. You must keep us informed at all times of the identity
of your designated owner. If you replace the designated owner, your replacement must attend and
satisfactorily complete our initial training program. If you are a developer of multiple Lee*s Sandwiches
businesses, you must participate in a supervisory role in each franchise you open.

Certain individuals associated with your franchised business, including your owners (and members
of their immediate families and households), officers, directors, partners may be required to sign
nondisclosure and non-competition agreements the same as or similar to the Nondisclosure and Non-
Competition Agreement attached to the Franchise Agreement. Except as prohibited by law, we may also
require that you enter into nondisclosure and/or non-competition agreements with your employees, in a
form that is acceptable to us. We will be a third-party beneficiary with the independent right to enforce the
agreements.

The designated owner must own at least 5% or greater interest in the franchised business. If
franchisee is a corporation or other business entity, anyone who owns a 5% or greater interest in the
entity must personally guarantee the performance of all of your obligations under the Franchise
Agreement and be personally liable for your breach of the Franchise Agreement, as provided in the
Unlimited Guaranty and Assumption of Obligations attached to the Franchise Agreement.

You are not our agent, legal representative, joint venturer, joint employer, partner, employee or
servant. You are an independent contractor and are in no way authorized to make any contract,
agreement, warranty or representation, or to create any obligation for us. You are solely responsible for
any liability relating to the operation of the franchised business, including any involving your personnel.

You must operate your franchised business in compliance with all applicable federal, state and
local laws, including the Fair Labor Standards Act, the Occupational Safety and Health Act, any state
wage and hour or workers compensation act, any state unemployment compensation benefit law or
regulation, any other employment-related or employee benefit requirement, laws relating to food safety,
laws relating to persons with disabilities, and privacy and data protection laws. It is your responsibility
to identify, obtain and maintain all authorizations necessary to your operation.
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ITEM 16. RESTRICTIONS ON WHAT THE FRANCHISEE MAY SELL

You must only offer the products and services we specify. You may not sell any products or
services that we have not authorized for sale in the franchised business and you must discontinue
offering any products or services that we disapprove. We may take action, including terminating your
franchised business, if you offer or sell unapproved products or make purchases from unapproved
suppliers. We may periodically change required or authorized products or services. There are no limits
on our right to do so, except that any capital investment required during the initial term of the franchise,
or during any renewal term, will not exceed $50,000 if you operate a Baguette Factory Production Unit,
Production Unit or Non-Production Unit.

You must not install or use at the franchised business any vending machines, amusement
devices, jukeboxes, video machines or other similar devices without our express prior written approval.

Periodically, we may allow certain products or services that are not otherwise authorized for
general use as a part of the System to be offered locally or regionally based on factors as we determine,

including test marketing, your qualifications, and regional or local differences.

ITEM 17. RENEWAL, TERMINATION, TRANSFER AND DISPUTE RESOLUTION

THE FRANCHISE RELATIONSHIP

This table lists certain important provisions of the franchise and related agreements. You should
read these provisions in the agreements attached to this Disclosure Document.

Franchise Agreement

- Section In Franchise
Provision Summary
or Other Agreement

. Length of franchise Section 4.1; Section 1 The initial term is 10 years for a Baguette Factory
term of the Renewal Production Unit or Production Unit and 5 years for a
Addendum to the Non-Production Unit.

Franchise Agreement

. Renewal or extension of Section 4.2; Section 1 You may renew for 3 additional successive terms of 5
the term of the Renewal years each for a Baguette Factory Production Unit,
Addendum to the Production Unit, or Non-Production Unit. If you fail to
Franchise Agreement meet any one of the conditions in (c) below, we may
refuse to renew or extend the terms of your Franchise
Agreement.
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Provision

Section In Franchise
or Other Agreement

Summary

¢. Requirements for

franchisee to renew or
extend

Section 4.2 and Exhibit
6;

Renewal Addendum to
the Franchise
Agreement

You may renew the then current Franchise Agreement
if you: have fully complied with the provisions of the
Franchise Agreement; have the right to maintain
possession of the approved location or an approved
substitute location for the term of the renewal; have
made capital expenditures as necessary to maintain
uniformity with the System; have satisfied all monetary
obligations owed to us; are not in default of any
provision of the Franchise Agreement or any other
agreement with us; have given timely written notice of
your intent to renew; sign a current Franchise
Agreement, which may have materially different terms
and conditions than your original Franchise Agreement;
the terms of which may differ substantially; comply
with current training requirements; and sign our then
current form of general release. Our current form of
General Release is attached as Exhibit 1 to the
Franchise Agreement, but is subject to change by us.

. Termination by
franchisee

Not Applicable

You may not terminate the Agreement, except as
permitted by applicable law.

. Termination by
franchisor without cause

Not Applicable

Termination by Section 16.2 We may terminate if you default on any of your
franchisor with cause obligations. Subject to applicable state law.
. “Cause” defined-curable Section 16.2 If a default arises from your failure to comply with a

defaults

mandatory specification in the Franchise Agreement or
Confidential Operations Manual, or failure to meet
payment or other obligations to vendors or third parties,
you can avoid termination of the Franchise Agreement
if you cure the default within 30 days of receiving our
notice of default, except for the defaults below that
require cure in a shorter time and non-curable defaults
in (h) below. If a default arises from your failure to
maintain insurance, you can avoid termination of the
Franchise Agreement if you cure the default within 10
days of receiving our notice of your failure to maintain
insurance. If a default arises from your failure to make
payments due to us or an affiliate of ours, you can avoid
termination of the Franchise Agreement if you cure the
default within 5 days of receiving our notice of default.

If we terminate the Franchise Agreement following a
default, your interest in the franchise will terminate.
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Provision

Section In Franchise
or Other Agreement

Summary

h.

“Cause” defined-non-
curable defaults

Section 16.2 and
Exhibit 6

We have the right to terminate the Franchise Agreement
without giving you an opportunity to cure if you: fail to
timely select an approved site for or establish, equip
and begin operations of the franchised business; fail to
have your designated owner satisfactorily complete
training; made a material misrepresentation or omission
in the application for the franchise; are convicted of or
plead no contest to a felony or other crime or offense
likely to affect the reputation of either party or the
franchised business; after notices to cure, fail to refrain
from activities, behavior or conduct likely to adversely
affect the reputation of either party or the franchised
business; use the Confidential Operations Manual, trade
secrets or other confidential information in an
unauthorized manner; if required, fail to have your
owners (and members of their immediate families and
households), officers, directors, managers, executives,
employees and professional staff, and other individuals
having access to trade secrets or other confidential
information sign nondisclosure and/or non-competition
agreements or, if requested, fail to provide us with copies
of all signed nondisclosure and non-competition
agreements; abandon the franchised business for 5 or
more consecutive days; surrender or transfer control of
the franchised business in an unauthorized manner; fail
to maintain the franchised business under the
supervision of a designated owner following your death
or disability; submit reports on 2 or more separate
occasions understating any amounts due by more than
3%; are adjudicated bankrupt, insolvent or make a
general assignment for the benefit of creditors; misuse
or make unauthorized use of the Marks; fail on 2 or
more occasions within any 12 months to submit reports
or records or to pay any fees due us or any affiliate;
violate on 2 or more occasions any health, safety or
other laws or operate the franchised business in a
manner creating a health or safety hazard to customers,
employees or the public; take any action reserved to us;
fail to comply with applicable law after notice; breach
the Franchise Agreement or fail to comply with
specifications or fail to timely pay amounts due to
Franchisor or its affiliates or to any supplier or business
creditor on 2 or more occasions within any 12 months;
or default under any other agreement with us (or an
affiliate) so that we (or the affiliate) have the right to
terminate the agreement. Any default under any other
agreement between us or any Affiliate of ours can be a
default under the Franchise Agreement.
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Provision

Section In Franchise
or Other Agreement

Summary

Franchisee’s obligations
on termination/non-
renewal

Section 18.1, Exhibit 6

If the Franchise Agreement is terminated or not
renewed, you must: stop operating the franchised
business; stop using any trade secrets or other
confidential information, the System and the Marks;
discontinue domain names, e-mail addresses, Internet
key word purchases, social network pages, videos and
any other publication on the Internet using the Marks,
including Facebook, Twitter, YouTube, Pinterest,
Instagram, or other social media, and ensure the
removal of any uses from all sites/media; instruct in
writing all online directories search engines, and other
advertising publishers as necessary to take down and
remove any directory listings and advertisements
containing the Marks and not use or authorize the use of
links or similar reference devices associated with any
use of the Marks; if requested, assign your interest in
the franchise location to us; cancel or assign to us any
assumed names; pay all sums owed to us including
damages and costs incurred in enforcing the Franchise
Agreement; return the Confidential Operations Manual,
trade secrets and all other confidential information;
assign your telephone and facsimile numbers to us;
comply with the covenants not to compete as permitted
under law and any other surviving provisions of the
Franchise Agreement.

j. Assignment of contract Section 19.1 There are no restrictions on our right to assign our
by franchisor interest in the Franchise Agreement.
k. “Transfer” by Section 19.2 “Transfer” includes transfer of an interest in the
franchisee-definition franchise, the Franchise Agreement, the approved
lo