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FRANCHISE DISCLOSURE DOCUMENT

Loving Cup Franchise Company LLC 618 KER |13 PH 2 03
a Calhifornia limited hability company o
376 Marin Avenue L OCRE TrEyT e
Mill Valley, California 94941 BISINESS OVER c&"f‘;*
(415) 795-1549 <A FRANGY s“n',zf; ’

www levingeupfranchiselovingcup com

info@lovingcupfranchise com

The franchise offered 1s for a new, old fashioned dessert concept offering hand churned, made to
order frozen yogurt, rice pudding and beverages The franchise operates under the name “Loving Cup” and
offers take-out and limited dine-in service

The total investment necessary to begin operation of a Loving Cup franchise 15 $166,350 to
$242,335 ThlS mcludes $30, 000 to $35,000 that must be paid to the franchisor and/or |ts afﬁllates [h

This disclosure document summarizes certain provisions of your franchise agreement and other
information 1n plain English Read this disclosure document and all accompanying agreements carefully
You must receive the disclosure document at least 14 calendar days before you sign a binding agreement
with, or make any payment to the franchisor or an affiliate in connection with the proposed franchise sale
Note, however, that no government agency has verified the information contained 1n this document

You may wish to receive your disclosure document in another format that is more convenient for
you To discuss the availability of disclosures in different formats, contact Dez Fiedler at 376 Marnn
Avenue, Mill Valley, California, 9474494941, and (415)-795-1549

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

Buying a franchise is a complex investment The information 1n this disclosure document can help
you make up your mind More information on franchising, such as “4 Consumer’s Guide to Buying a
Franchise,” which can help you understand how to use this disclosure document, is available from the
Federal Trade Commission You can contact the FTC at 1-877-FTC-HELP or by writing to the FTC at 600
Pennsylvania Avenue, NW, Washington, DC, 20580 You can also visit the FTC’s home page at
www fic gov for additional information Call your state agency or visit your public library for other sources
of information on franchising

There may also be laws on franchising 1n your state Ask your state agencies about them

Issuance Date September15,2017March §, 2018
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STATE COVER PAGE

Your state may have a franchise law that requires a franchisor to register or file with a state franchise
administrator before offering or selling 1n your state  REGISTRATION OF A FRANCHISE BY A STATE
DOES NOT MEAN THAT THE STATE RECOMMENDS THE FRANCHISE OR HAS VERIFIED THE
INFORMATION IN THIS DISCLOSURE DOCUMENT

Call the state franchise administrator listed in Exhibit H for information about the franchisor or about
franchising in your state

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

Please consider the following RISK FACTORS before you buy this franchise

1 THE FRANCHISE AGREEMENT REQUIRES YOU TO RESOLVE DISPUTES WITH US BY

~ ARBITRATION AND LITIGATION ONLY IN CALIFORNIA OUT OF STATE ARBITRATION

MAY FORCE YOU TO ACCEPT A LESS FAVORABLE SETTLEMENT FOR DISPUTES IT

MAY ALSO COST MORE TO ARBITRATE AND LITIGATE WITH US IN CALIFORNIA
THAN IN YOUR OWN STATE

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

3 FRANCHISEES MUST ALSO SIGN A PERSONAL GUARANTY, MAKING YOUR SPOUSE
INDIVIDUALLY LIABLE FOR YOUR FINANCIAL OBLIGATIONS UNDER THE
AGREEMENT IF YOU ARE MARRIED THE GUARANTY WILL PLACE YOUR SPOUSE’S
MARITAL AND PERSONAL ASSETS AT RISK IF YOUR FRANCHISE FAILS.

4 YOU WILL NOT RECEIVE AN EXCLUSIVE TERRITORY (SEE ITEM 12).

5 [F YOUR ACCEPTED LOCATION IS A NON-TRADITIONAL SITE, YOU WILL NOT
RECEIVE A DESIGNATED TERRITORY (SEE ITEM 12).

6 THERE MAY BE OTHER RISKS CONCERNING THIS FRANCHISE

Effective Date See next page for state effective dates
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STATE EFFECTIVE DATES

The following states require that this Disclosure Document be registered or filed with the state, or
be exempt from registration California, Hawau, lllinois, Indiana, Maryland, Michigan, Minnesota, New
York, North Dakota, Rhode Island, South Dakota, Virginia, Washington and Wisconsin |

4

This Disclosure Document 1s eirther registered, on file or exempt from registration in the

follow1ng states having franchise registration and disclosure laws, with the following effective dates

California Nevember30, 2017
Connecticut Exempt
Florida

Hawan

Illinois

Indiana

Kentucky

Maine Exempt i
Maryland

Michigan

Minnesota

Nebraska

New York

North Carolina

North Dakota

Rhode Island

South Carolina Exempt

South Dakota

Texas

Utah

Virginia

Washington

Wisconsin
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ITEM 1
THE FRANCHISOR, AND ANY PARENTS, PREDECESSORS AND AFFILIATES

The Franchisor

The franchisor 1s Loving Cup Franchise Company LLC (referred to in this Disclosure Document
as “Loving Cup,” “we,” “us,” or “our”) We were formed as a California limited liability company on
May 23, 2017 Our principal address has been 4595 Creekmont Court, Santa Rosa, Califorma, 95404,
since our inception As of October 2017, our address will temporanly be 376 Marin Avenue, Mill Valley,
California, 94941, for approximately two years We do business under our corporate name and the Marks
as described below In this Disclosure Document, we refer to the person or entity that will be signing the
Franchise Agreement (defined below) as “you,” “your,” or “franchisee,” which includes all franchise
owners and partners, if you are a corporation, partnership or other entity

We are a franchising company which promotes and sells franchises for the operation of stores
known as “Loving Cup” (“Store” or “Franchised Business™) We wiH-begirbegan offering franchises

upeon—registration—ofour—franchise-in the—state—of CalffermaNovember 2017 We have never offered
franchises 1n any other line of business and have not conducted business in any other line of business We
do not own or operate a business of the type being franchised

Our agents for service of process are listed in Exhibit H

Our Parents, Predecessors and Affiliates

We have no parent or predecessor, but we have ene-affihate-two affiliates. Our_first affihiate 1s
Loving Cup LLC, a Califormia limited hability company formed on January 5, 2009, and headquartered at
our address (“Store Affiliate”) Our Store Affiliate owns and operates threefour Stores of the type being
franchised as follows - (1) 2356 Polk Street, San Francisco, Califorma, opened in November 2008, (2)
535 Octavia Street, San Francisco, California, opened in May 2014, and—<(3) 298 Bon Air Center,

Greenbrae, California, opened in June 2016—Our-Stere-Affilrate-i5-tn-negotiations-to-opena-fourth-Store
m, and (4) 2201 Union Street, San Francisco, California, opened 1in August 2017 Our Store Affihate
owns the Marks which 1t has licensed to us so that we may sublicense them 1o our franchisees Our Store
Affilate has never offered franchises in this or any other line of business and 1s not an approved supplier
of any product or service that you must purchase or lease

Our second affiliate 1s Loving Cup Management Company LLC, a Califormia limited hability
company formed_on June 28, 2017, and headquartered at_our address _ Our_second affilhate has never

ffered franchises in_this or any other line of ess and n v f any product or
ervice that you m rc r

Description of Franchise

The franchise offered 1s for a for a new, old fashioned dessert concept offering frozen yogurt, rice
pudding and beverages The frozen yogurt 1s hand churned and custom blended, made to order each time
with premium ingredients The Stores operate under the trade name and mark “Loving Cup”, and the
additional principal service marks, trademarks, trade names, logos, emblems and indicia of ongin
identified 1in Item 13 These principal marks and all other marks which may be designated by us in the
future 1n writing for use with the System (defined below) are referred to in this Disclosure Document as
the “Marks” or “Proprietary Marks”
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Loving Cup Stores are operated under the Marks and the System (described below) 1n accordance
with the terms of the Franchise Agreement The Stores are generally located in high traffic locations,
such as strip mall complexes, shopping malls, lifestyle centers and free-standing locations  Stores will
typically need between 600 and 800 square feet of space Each Store will offer take-out and limited dine-
in service and may, with our prior consent, offer inited catering service

We offer_a_conversion_program_for_those_franchisees who_own_and_operate_an_existing_frozen

dessert business and wish to convert the business to a Loving Cup Store. Unless otherwise noted, the
terms for a conversion franchise are the same as for a start-up franchise,

We reserve the night to develop a customized trailer for providing on-site catering services [f we
develop this program and offer 1t to franchisees, the franchisee must be in good standing under the
Franchise Agreement and 1t will require an extra expense to purchase and maintain the customized trailer
As of the date of this Disclosure Document, this on-site catering program is not available

The Stores are established and operated under a comprehensive and unmique system (the
“System™) The System includes distinctive signage, interior and exterior design, decor and color
scheme, special recipes and menu items, including proprietary products and ingredients, umform
standards, specifications, and procedures for operations, quality and uniformity of products and services
offered, inventory, management and financial control procedures (including point of sale and tracking
systems), training and assistance, and advertising all of which we may change, improve, and further
develop, in our discretion Certain aspects of the System are more fully described in this Disclosure
Document and the confidential operations manual, which you should expect to evolve over time, that are
provided to you as a franchisee

Franchise Agreement

We offer the right to establish and operate a Store under the terms of a single umit franchise
agreement (the “Franchise Agreement”), Extubit B to tus Disclosure Document You may be an
individual, corporation, partnership or other form of legal entity Under the Franchise Agreement, certain
parties are characterized as Franchisee’s Principals (referred to in this Disclosure Document as “your
Principals™) The Franchise Agreement 1s signed by us, by you, and by those of your Principals whom we
designate as Controlling Principals In most instances, we will designate your principal equity owners
and executive officers, and certain affiliated entities as Controlling Principals By signing the Franchise
Agreement, your Controlling Principals agree to be individually bound by certain obligations 1n the
Franchise Agreement, including covenants concerning confidentiality and non-competition, and to
personally guarantee your performance under the Franchise Agreement Depending on the type of
business activities i which you or your Principals may be involved, we may require you or your
Princtpals to sign additional confidentiality and non-competition agreements

You must designate a General Manager who will be the main individual responsible for your
business We recommend, but do not require, that you be the General Manager Your General Manager
does not have to own an equity interest in you or the franchise The General Manager must sign
covenants to maintan the confidentiality of information he/she learns while employed as your General
Manager, and your General Manager must sign non-competition covenants

Market and Competition
This highly developed market for stores offering frozen dessert products 1s part of a $5 4 billion

industry that enjoys steady sales throughout the calendar year, with spikes in sales during the summer
months ~ Within this market, Loving Cup differentiates itself through the use of natural, premium
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ingredients and hand churning each order to the customer’s taste using a proprietary blending machine
You will serve the general public and will compete with a variety of businesses, including locally owned
stores to regional, national and chain stores, some of which may be franchise systems

We may establish other Stores in your Designated Territory (if permitted under the Franchise
Agreement) and/or sell or license others to sell products in your Designated Territory Also we may sell
products through other channels of distribution, including the interretinternet, wholesale, the
Internetinternet, toll-free telephone numbers, catalogs, or other similar means of distribution to customers
at any location, which may be located in your Designated Territory See Items 12 and 16 for a description
of your permttted activities and your rnights, and our permitted and restricted activities and rights

Industry Regulations

The food service industry 1s heavily regulated A wide variety of Federal, state and local laws,
rules and regulations have been enacted that may impact the operation of your Store, and may include
those which (a) establish general standards, zontng, permitting restrictions and requirements and other
specifications and requirements for the location, construction, design, maintenance and operation of the
Store’s premises, (b) set standards pertaining to employee health and safety, (c) regulate matters affecting
the health, safety and welfare of your customers, such as general health and sanitation requirements for
stores and laws and regulations relating to access by persons with disabilities, employee practices
concerning the storage, handling, cooking and preparation of food, restrictions on smoking, requirements
for public accommodations and requirements for fire safety and general emergency preparedness,
(d) establish requirements for food 1dentification and labeling, and (e) regulate advertisements State and
local agencies inspect Stores to ensure that they comply with these laws and regulations You should
investigate whether there are regulations and requirements that may apply 1n the geographic area in which
you are interested in locating your Store and you should consider both their effect and costs of
compliance

Many of the laws, rules and regulations that apply to business generally, such as the Americans
With Disabilities Act, Federal Wage and Hour Laws and the Occupational Safety and Health Act, also
apply to stores The US Food and Drug Administration, the U S Department of Agriculture and state
and local health departments administer and enforce laws and regulations that govern food preparation
and service and store sanitary conditions The federal Clean Air Act and various implementing state laws
require certain state and local areas to meet national air quality standards himiting emissions of ozone,
carbon monoxide and particulate matters, including caps on emissions from commercial food preparation
Some areas have also adopted or are considering proposals that would regulate indoor air quality

The Nutrition Labeling and Education Act (NLEA) sets regulations for food labehing, including
nutritional label standards, nutrient content claims, and health claims NLEA applies to virtually all foods
in the food supply, including food served and sold in Stores While NLEA specifies a number of
exemptions for stores, there are many instances where a nutrittonal label 1s required The Food and Drug
Administration’s Nutritional Labeling Guide for Restaurants and Other Retail Establishments provides
answers to commonly asked questions regarding the application of NLEA

You must identify, investigate, satisfy and comply with all laws, ordinances and/or regulations
applicable to your Store, including employment, workers’ compensation, insurance, corporate, tax, public
health and similar laws and regulations, because they vary from place to place, can change over time and
may affect the operation of your Store You should independently research and review the legal
requirements of the food services industry with your own attorney before you sign any binding documents
or make any investments
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The General Manager and other employees we designate must be ServSafe (or similar) certified

ITEM 2
BUSINESS EXPERIENCE

Ehzabeth Fiedler—Co-Founder & Managing Member

Elizabeth Fiedler has been our founder and member since our inception in May 2017 From
March 2008 to the present she has been founder and manraging-memberowner/operator of our affilate,
Loving Cup LLC, with offices at 376 Marin Avenue, Mill Valley, California, 94941

Desraeh Fiedler—Co-Founder & Managing Member

Desraelt Fiedler has been our co-founder and member since our mceptlon 1n May 2017 Since

d d C crdato d
n Frm 201 u raell w Assoc Br erw1hAll
Pinel Realtors, Desraels was a ﬁnancnal services lmgatlon attomey w1th the law f rm Smlth Dollar—P—G
PC from August 2011 to August 2013-before-leay 046 : -
the-bustaess

Pascal Rigo—Managing Member

Pascal Rigo has been a member of Loving Cup Franchise Company LLC since our inception in
May 2017 Me#—RigePascal 1s a partner in Sitar1 Ventures LLC, a business consulting firm located in
Redwood City, Califorma, since March 2016 Since April 1995, Paseathe has also been the founder and
owner of Bay Bread and La Boulangerie de San Francisco (formerly La Boulange), both restaurants and
food service businesses located in San Francisco, Califorma

Nicolas Bernadi—Managmg Member

Nicolas Bernadi has been a member of Loving Cup Franchise Company LLC since our inception
in May 2017 Since Mareh2016;-Mr—BernadiQOctober 2017, Nicolas has served as the managing partner
at Srtan Ventures LLC, a business consulting firm located in Redwood City, Califorma Mse
BernadiNicolas has also been a partner and board member of La Boulangerie de San Francisco, a
restaurant and food service business in San Francisco, California, since March 2016 From September
2014 to the present, Nicolas has served as a board member of Pantry Retail Inc From July 2013 to
December 2014, he was Vice President of Product Development and Marketing & Manufacturing at La
Boulange 1n San Francisco

ITEM 3
LITIGATION

No litigation 1s required to be disclosed tn this Item

ITEM 4
BANKRUPTCY

No bankruptcy wmformation 1s required to be disclosed 1n this Item
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ITEM 5
INITIAL FEES

Imtial Franchise Fee If you are purchasing your first Loving Cup Store franchise, you must
pay an inttial franchise fee of $30,000 (“Imtial Franchise Fee”) The Imtial Franchise Fee may be
discounted as follows (a) if you currently operate a frozen dessert business and wish to convert your
business to a Loving Cup Store, the Initial Franchise Fee will be reduced to 75% of our then-current
Initial Franchise Fee for a single Store, or (b) if you are a qualified United States veteran and you are
purchasing your first Loving Cup Store franchise, the Initial Franchise Fee will be reduced to 85% of our
then-current Initial Franchise Fee for a single Store  No other discounts are provided for the purchase of a
single store and discounts cannot be combined If you qualify for more than one discount, the greater
discount you qualify for will be granted

If you are purchasing your second or later Store franchise, the Initial Franchise Fee will be
reduced to 2/3 of our then-current Initial Franchise Fee

The Initial Franchise Fee 1s paid in a lump sum when you sign the Franchise Agreement and 1s
not refundable under any circumstances The Imitial Franchise Fee 1s not imposed umformly on all

franchisees-thatpurchase-a-Store-franchise

As we have not yet sold a franchise, no discounts to the Initial Franchtse Fee have been granted

Grand Opening Marketing Campaign  You must spend between $3,000 and $5,000 on a
grand opening marketing campaign to promote the opening of your Store  We reserve the nght to collect
$5,000 from you and conduct your grand opening marketing campaign on your behalf 1f we collect this
money, 1t 1s non-refundable

There are no other purchases from or payments to us or any affiliate of ours that you must make
before your Store opens

ITEM 6
OTHER FEES
Column 1 Column 2 Column 3 Column 4
Type of fee Amount Due Date Remarks

Royalty Fee®® 7% of Gross Sales Payable each Royalty Fees are calculated based on
Wednesday for the Gross Sales for the previous week
previous week ending | ending Sunday Amounts due will
Sunday be withdrawn by EFT from your

designated bank account
Brand Up to 2% of Gross Payable at the same The Brand Development Fund 1s
Development Fee | Sales time and tn the same described in Item 11 We may

Currently 1% of Gross
Sales

manner as the Royalty

increase the Brand Development
Fee, up to the maximum of 2% of
Gross Sales, with 60 days prior
written notice to you

Local Marketing

1% of Gross Sales

Must be spent each
month

Payable to your local marketing
suppliers Any marketing you wish
to use must first be approved by us
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Column 1
Type of fee™

Column 2
Amount

Column 3
Due Date

Column 4
Remarks

Cooperative
Marketing

As determined by the
members

As determined by the
members

If a marketing cooperative 1s formed
for your area, you must join the
cooperative Any money you
contribute to a cooperative will
count toward your local marketing
requirement See note 3

Initial Tramning
Program for
Additional or
Replacement

Our then-current
training fee per
person, plus expenses

Before training

We will train up to two people at no
additional charge If you request
that we provide our imitial traiming
program to any additional

Employees Current training fee = employees, or to new or replacement
$1,500 per person employees during the term of your

Franchise Agreement, you must pay
our training fee as well as the
trainees’ expenses, including travel,
lodging, meals and wages

Additional On- Our then-current per Within 30 days after If you request that we provide

Site Traiming diem rate per trainer, | billing additional training at your Store or 1f

plus expenses

Current per diem rate

we determine that additional training
1s necessary, you must pay our daily
fee for each trainer we send to your

= $150 to $250, Store, and you must reimburse each
depending on the trainer’s expenses, including travel,
experience of the lodging and meals
trainer

Transfer Fee — $1,500 With request for For any transfer of ownership

Transfer Between
Owners

approval of transfer

interests or shares between the
owners of the franchise, or if you are
adding a new owner (as long as
majority ownership does not
change)

Transfer Fee

2/3 of our then-current
mnitial franchise fee for
a single Store
franchise, 1f the
transfer 1s to a new
franchisee for the
System

1/3 of our then-current
mntial franchise fee for
a single Store
franchise, 1f the
transfer 1s to an
existing franchisee n
the System

With request for
approval of transfer

No fee charged for a one-time
transfér from individual(s) to a
corporate entity formed for
convenience of ownership of the
franchise
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Column 1 Column 2 Column 3 Column 4
Type of fee!” Amount Due Date Remarks
Renewal Fee $5.,000 Upon renewal of the

Franchise Agreement

Relocation Fee

25% of our then-
current initial
franchise fee for a
single Store franchise

When your request to
relocate your Store
has been approved

If you wish to relocate your Store,
you must apply to us for our consent
to the relocation and pay the
relocation fee

Interest 18% per annum or the | With payment of past | Due on all overdue amounts
highest interest rate due amount Interest accrues from the original
allowed by applicable due date until payment 1s received in
law, whichever 1s full
greater
Audit Cost of audit When billed Payable only if we find, after an
(estimated to be audit, that you have understated any
between $1,000 and amount you owe to us or you have
$5,000) understated Gross Sales by 2% or
more You must also pay the
understated amount plus interest
Prohibited $250 per day of use of { If incurred In addition to other remedies
Product or Service | unauthorized products available to us  This may not be
Fine OF services enforceable under California law
Insurance Premiums and our When billed Due only 1f you fail to maintain
costs and expenses insurance and we (at our option)
plus 10% obtain msurance on your behalf
administrative fee
Management Fee | 10% of Gross Sales If incurred We may step 1n and manage your
plus expenses Store tn certain circumstances,
including your death, disability or
prolonged absence We will charge
a management fee iIf we manage
your Store, and you must reimburse
our expenses
Indemnification Will vary under As incurred You must reimburse us for the costs

circumstances

we 1ncur if we are sued or held
hable for claims that arise from your
operation of the Franchised
Business, or for costs associated
with defending claims that you used
the Marks in an unauthonzed
manner

Loving Cup/FDD-02¢03



Coluinn 1 Column 2 Column 3 Column 4
Type of fee Amount Due Date Remarks
Costs and Will vary under As incurred If you default your Franchise
Attorneys’ Fees circumstances Agreement with us, you must
reimburse us for the expenses we
incur (such as attorneys’ fees) in
enforcing or terminating the
agreement
Product and/or Reumbursement of our | On demand Applies to new products and

Supplier
Evaluation

evaluation costs

suppliers you wish to use that we
have not previously approved May
be paid by suppliers

Gift Cards and
Loyalty Cards

Will vary depending
on the number of gift
and/or loyalty cards
you distribute to
customers

To be determined

We reserve the right to develop a
gift card and/or loyal card program
for all Loving Cup Stores If we
develop this program, you must
participate in it

Transaction 2 75% of transaction Monthly Payable to approved supplier

Processing amount Unless we designate otherwise, you
must use Square for your point of
sale transactions

Loyalty and $70 Monthly Payable to approved supplier You

Marketing must participate in the loyalty and

Program marketing programs offered by
Square

Insufficient Funds | $100 per occurrence On demand, 1f Payable if there are insufficient

Fee incurred funds in your account to pay fees
due to us If you incur three
insufficient funds fees i any 12
month peniod, we have the right to
terminate your Franchise
Agreement

Loving Cup/FDD-02¢03 10




Column 1 Column 2 Column 3 Column 4
Type of fee®” Amount Due Date Remarks
Liquidated If we terminate your 15 days after Payable to us
Damages Franchise Agreement | termination
for cause, you must
pay us the amount
equal to the average
monthly Royalty Fees
you paid or owed to
us during the 12
months of operation
preceding the
effective date of
termination multiphied
by (a) 24 (being the
number of months 1n
two full years), or (b)
the number of months
remaining in the
Agreement had 1t not
been terminated,
whichever 1s lower
Customer Up to $250 per month | As incurred Payable to our approved supplier
Satisfaction You must participate in the mystery
Evaluations shop program
(“Mystery
Shops™)
Quality Assurance | Up to $350 Quarterly We reserve the right to contract with
Audits a quality assurance auditing
company to inspect your Store to
make sure you are operating
according to our specifications
May be payabletous as a
reimbursement or directly to the
approved supplier This 1s1n
addition to any mystery shopper
service we require
On-hine Ordering | 10% to 15% of the As incurred Payable to the approved supphier

transaction amount

You must partictpate 1n our on-line
ordering program through Square,
which has no additional cost, but we
may also require you to participate
in other on-line ordering and
delivery programs, such as Uber
Eats and Postmates
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Column 1 Column 2 Column 3 Column 4
Type of fee" Amount Due Date Remarks
ServSafe (or $150 per person or the | As needed Your general manager and other
similar) then-current market employees we designate must be
Certification rate ServSafe or similarly certified
Payable to an approved supplier
Store Will vary under the As incurred You must regularly maintain your

Refurbishment

circumstances

Store and 1ts equipment We may
peniodicalty require you to refurbish
your Store to meet our then-current

image for new Loving Cup Stores,
but we will not require this more
frequently than every five years

Notes

Q)]

(2)

3

All fees described in this Item 6 are non-refundable Except as otherwise indicated in the
preceding chart, we impose all fees and expenses listed and you must pay them to us Except as
specifically stated above, the amounts given may be due to changes in market conditions, our cost
of providing services and future policy changes At the present tume we have no plans to increase
payments over which we have control, but as noted in the chart above and 1n these notes, we have
the right to mncrease certain fees upon notice to you

For the purposes of determining the royalties to be paid under the Franchise Agreement, “Gross
Sales” means the total selling price of all services and products and all income of every other kind
and nature related to the Store, whether for cash or credit and regardless of collection 1n the case
of credit If a cash shortage occurs, the amount of Gross Sales will be determined based on the
records of the point of sale system and any cash shortage will not be considered in the
determimnation Gross Sales expressly excludes taxes collected from your customers and paid to
the appropriate taxing authority and customer refunds or adjustments

You must report your Gross Sales to us by Tuesday each week for the previous week ending
Sunday You must make sure that we have access to your Square account so that we can access
your transaction informatton Even though we will have access to your transaction information,
you must still provide us with the required report of Gross Sales The Royalty Fee and Brand
Development Fee will be withdrawn from your designated bank account by electronic funds
transfer (“EFT”) weekly on Wednesday based on the Store’s Gross Sales for the preceding week
ending Sunday If you do not report the Store’s Gross Sales, we may debit your account for
120% of the last Royalty Fee and Brand Development Fee that we debited If the fees we debut
are less than the fees you actually owe us, once we have been able to determine the true and
correct Gross Sales, we will debit your account for the balance on a day we specify If the fees
we debit are greater than the fees you actually owe us, we will credit the excess against the
amount we otherwise would debit from your account during the following week

If any state imposes a sales or other tax on the Royalty Fees, then we have the rnight to collect this
tax from you

Cooperattves will include all Stores tn a designated geographic area, whether owned by us, our
affiliates or our franchisees Each Store has one vote on all cooperative matters, but no one Store
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or commonly controlled group of Stores will have more than 25% of the
Cooperatives have been established as of the date of this Disclosure Document

ITEM 7

ESTIMATED INITIAL INVESTMENT

YOUR ESTIMATED INITIAL INVESTMENT

total vote No

1 2) (&) C) )
Type of Amount Method of When Due To Whom
Expenditure Payment Payment 1s to
be Made
Inttial Franchise $30,000 Lump Sum When Franchise Us
Fee Agreement
Signed
Rent — 3 Months @ $7,500 to $18,000 As arranged As arranged Landiord
Lease & Utility $5,000 to $12,000 As arranged As arranged Landlord,
Security Deposit Utility
Companies
Design & Architect $2,000 to $5,000 As arranged As arranged Designer or
Fees ® Architect
Leasehold $25,000 to $50,000 As arranged As arranged Contractor
Improvements
Signage © $3,000 to $8,000 As arranged As arranged Suppliers
Furniture and $32,000 to $40,000 As arranged As arranged Suppliers
Fixtures 7
Equipment " $2,500 to $3,500 As arranged As arranged Suppliers
Yogurt Machines $27,000 As arranged As arranged Supplier
9]
Point of Sale & $1,000 As arranged As arranged Suppliers
Computer
Equipment ®
Security System $2,500 to $3,000 As arranged As arranged Suppliers
Office Equipment $4,000 to $5,000 As arranged As arranged Suppliers
& Supplies ©
Business Licenses $2,500 to $3,500 As arranged As arranged Government
& Permits (19 Agencies
Professional Fees $3,000 to $6,000 As arranged As arranged Attorney,
(b Accountant
Insurance — Annual $4,000 to $5,000 As arranged As arranged Insurance
Premium ('? Companies
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0} 2 3) O] &)
Type of Amount Method of When Due To Whom
Expenditure Payment Payment 1s to
be Made
Initial Inventory (1) $3,000 to $5,000 As arranged As arranged Suppliers
Traiming Expenses $350 to $3,335 As arranged As arranged Airhine, Hotel,
4 Restaurant, etc
Grand Opening $3,000 to $5,000 As arranged Within first 60 Suppliers or Us
Marketing (% days of operation
Additional Funds — $9,000 to $12,000 As arranged As arranged You Determine
3 Months (9
Total (7 $166,350 to $242,335
CONVERSION FRANCHISED BUSINESS
i Methad of To Whom
Lype of Amount ey When Due Payment js to be
Expenditure Payment Made
Initia] Franchise $22,500 Lump Sum When Franchise Us
Fee @ ment
Signed
Rent — 3 Months ) $7,500 to $18.000 As arranged As arranged Landlord
Leas 1 $ 2,00 As arranged As arranged Landlord, Utility
Secunty Deposit @ Companies
Design & $2.000 to $5,000 As arranged As arranged Designer or
Architect Fees @) Architect
Leasehold $25,000 to $50.000 As arranged As arranged Contractor
Improvements ©
Signage © $3,000 to $8,000 As arranged As arranged Supphers
Furniture and $32,000 to $40,000 As arranged As arranged Suppliers
Fixtures
Equpment ¢ $2,500 to $3.500 As arranged As arranged Supphers
Yogurt Machines $27,000 As arranged As arranged Supplier
)
Point of Sale & $1,000 As arranged As arranged Supplier.
Computer
Equipment ¥
Security System $2.500 to $3.000 As arranged As arranged Suppliers
c $4,000 to $5,000 As arranged As arranged Suppliers
é §!!QQ!!§5 (9)
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CONVERSION FRANCHISED BUSINESS
Txpe of Amount Method of When Due Payment is to be
Expenditure . Payment - Made
Business Licenses $2,500 to $3,500 As arran As arranged Government
& Permuts 9 Agencies
Professional Fees $3.000 to $6,000 As arrange As arranged Attorney,
(48] Accountant
Insurance — 4,00 0 As arranged As arranged Insurance
Annual Premium Companies
2)
Initial Inventory $3.000 to $5,000 As arranged As arranged Suppliers
A%))]
Traimung Expenses $350 t0 $3.335 As arranged As arranged Aurhine, Hotel,
ad) Restayrant, etc,
Grand Qpening $3.000 to $5.000 As arranged Within first 60 Suppliers or Us
Marketing %) days of operation
Addiional Funds — $9,000 10 $12,000 As arranged As arran You Determine
3 Months {9
Total $158,850 to $234,835

In general, none of the expenses listed in the above chart are refundable, except any security
deposits you must make may be refundable We do not finance any portion of your nitial investment
All of our estimates assume that you will purchase the required items Your costs may be lower if you
choose to lease some items

Notes

1 Iniial Franchise Fee The minal franchise fee 1s discussed in Item 5 —Our—estimate

2 Rent Our estimates assume that you will lease space for your Store Your Store must be
in a high traffic location, such as a strip mall complex, shopping mall, lifestyle center or free-standing
location, and you will need approximately 600 to 800 square feet Landlords may vary the base rental
rate and charge rent based on a percentage of gross sales In addition to base rent, your lease may require
you to pay common area maintenance charges (‘ CAM Charges™) for your pro rata share of the real estate
taxes and insurance, and your pro rata share of other charges The actual amount you pay under the lease
will vary depending on the size of the Store, the types of charges that are allocated to tenants under the
lease, your ability to negotiate with landlords and the prevailing rental rates in the geographic region

If you choose to purchase real property on which to build your Store, your imitial investment will
probably be higher than what we estimate above If you purchase real property, we cannot estimate how
this purchase will affect your total imitial investment

3 Lease & Utility Security Depositt ' You will need to provide one to two months of rent as

a security deposit to your landlord, and you may need to provide security deposits for your utilities (such
as gas, water and/or electric)
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4 Design & Architect Fees You must obtain construction plans for the build-out of your
Store according to our specifications We reserve the rnight to designate and/or approve of the designer

and/or archrtect you use _If you are purchasing a conversion franchise, it will be expected that your Store
will undergo a complete and full conversion to our design specs.

5 Leasehold Improvements The cost of leasehold improvements will vary depending on
many factors, including —@(a) the size and configuration of the premises, (#b) pre-construction costs
(including demolition of existing walls and removal of existing improvements and fixtures), and
(#1c) cost of materials and labor, which may vary based on geography and location or whether you must
use union labor for the build-out of your Store These figures are our principals’ best estimate based on
remodeling/finish-out rates in the San Francisco, California, area These amounts may vary substantially
based on local conditions, including the availability and prices of labor and materials These costs may
also vary depending on whether certain of these costs will be incurred by the landlord or through landlord
tenant improvement contributions, and the condition of the space before you take possession of the
premises Our estimate includes the cost of preparing construction plans The low end of our estimate
assumes that you have leased space that previously operated as a retail store and that yeusome
construction will eenvertbe needed to transform to a Loving Cup Store The high end of our estimate
assumes that you have leased a “vamilla box” space and that more improvements are required Our
estimate does not include any tenant improvement allowance that you may negotiate

_a_conversion_franchise, the estimates_are_related_to_the_complete

_If you are purchasin

refurbishment and renovation of your existing space to our Store specs
6 Signage These amounts represent your cost for interior and exterior signage Your

landlord or your local ordinances may have different restrictions 1t places on interior and exterior signage
which may affect your costs

7 Equipment, Furniture and Fixtures  The equipment you will need ncludes
refrigerated counter display case, freezers, refrigerators, waffle iron, and shelving Our estimate for the
specialized yogurt mixing machines assumes that you will purchase three yogurt machines The furniture
and fixtures you will need for your Store include tables and chairs, menu board and decor items

8 Point of Sale & Computer Equipment You must purchase or lease the point of sale and
computer system that we designate Additional information regarding the required point of sale and
computer system 1s included in Item 11

9 Office Equipment & Supplies You will need to have typical office equipment,
including fax machine and telephone, and an imtial supply of typical office supplies

10 Business Licenses and Permits These are estimates of the costs for obtaining local
business licenses which typically remain 1n effect for one year These figures do not include occupancy
and construction permits which are included in the leasehold improvements estimate The cost of these
permits and licenses will vary substantially depending on the location of the Franchised Business We
strongly recommend that you verify the cost for all licenses and permits required 1n your jurisdiction
before signing the Franchise Agreement

11 Professional Fees We strongly recommend that you engage an accountant and a
franchise attorney to advise you in your evaluation of the franchise we are offering
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12 Insurance These figures are estimates of the cost of the annual premiums for the
insurance you must obtain and maintain for your Store, as described 1n Item 8 Insurance premiums may
be payable monthly, quarterly, semi-annually or annually, based on the insurance company’s practices
and your creditworthiness

13 Imitial Inventory These amounts represent your inttial inventory of food and beverage
supplies, paper products, and cleaning materials and supplies

14 Traiming Expenses We provide mitial traming for up to two people at no additional
charge These estimates include only your out-of-pocket costs associated with attending our imtial
training program, including travel, lodging, meals and applicable wages These amounts do not include
any fees or expenses for training any other personnel Your costs may vary depending on your selection
of lodging and dining facilities and mode and distance of transportation Qur training program lasts for
approximately one week The low end of our estimate assumes that the trainees are within driving
distance of our traiming facility

15 Grand Opening Marketing Y ou must conduct a grand opening marketing campaign and
you must spend between $3,000 and $5,000 during your first 60 days of operation on your campaign We
may designate a different time period for you to conduct the grand opening marketing Your grand
opening marketing campaign must include give-aways of food samples and other promotions, as we
require, and we must approve of your grand opening marketing campaign before 1t 1s conducted We
reserve the right to collect $5,000 from you and conduct your grand opening marketing campaign on your
behalf

16 Addional Funds You will need capital to support ongoing expenses, such as payroll,
utilities, rent, Royalty Fees and Brand Development Fees, if these costs are not covered by sales revenue
for your first three months of operation Our estimate does not include any sales revenue you may
generate New businesses often generate a negative cash flow We estimate that the amount given will be
sufficient to cover ongoing expenses for the start-up phase of the business, which we calculate to be three
months This is only an estimate and there 1s no guarantee that additional working capital will not be
necessary during this start-up phase or after

17 Total We relied upon our Store Affiliate’s experience 1n operating similar stores in San
Francisco, California, since 2008 when preparing these figures Your actual costs may vary greatly and
will depend on factors such as the size and condition of the space and cost to convert to a Store, your
management skill, experience and business acumen, local economic conditions, the local market for the
Store’s products, the prevailing wage rate, competition, and the sales level reached during the start-up
phase These amounts do not include any estimates for debt service These are only estimates and your
costs may vary based on actual rental prices 1n your area, and other site-specific requirements or
regulations The costs outlined in this Item 7 are not intended to be a forecast of the actual cost to you or
to any particular franchisee

ITEM 8
RESTRICTIONS ON SOURCES OF PRODUCTS AND SERVICES

You must purchase or lease and nstall all fixtures, furnishings, equipment (including point of
sales system), decor 1tems, signs and related items we require, all of which must conform to the standards
and specificattons stated in our Confidential Operations Manual (“Manual™) or otherwise in writing,
unless you have first obtained our written consent to do otherwise You may not install or permut to be
installed on the Store premises any fixtures, furmshings, equipment, decor items, signs, games, vending
machines or other 1tems without our written consent or that do not comply with our spectfications
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To make sure that the highest degree of quality and service 1s mawntained, you must operate the
Store 1n strict conformity with the methods, standards and specifications that we prescribe 1n the Manual
or otherwise 1n writing You must maintain 1n sufficient supply and use and sell at all times only those
food and beverage items, ingredients, products, materials, supplies and paper goods that meet our
standards and specifications All menu 1tems must be prepared according to the recipes and procedures
specified in the Manual or other wntten materials You must not deviate from these standards and
specifications by the use or offer of non-conforming items, or differing amounts of any items, without
obtaining our written consent first We can, and expect to, modify our standards and specifications as we
deem necessary We will provide you notice in writing 1n the Manual or other methods (such as by e-
matemail) of any changes in the standards and specifications

You must permit us or our agents, at any reasonable time, to remove a reasonable number of
samples of food or non-food 1tems from your inventory or from the Store free of charge for testing by us
or by an independent laboratory to determine whether the samples meet our then-current standards and
specifications In addition to any other remedies we may have, we may require you to pay for the testing
if we have not previously approved the supplier of the item or if the sample fails to conform to our
spectfications

You must obtain all food and beverage items, ingredients, supplies, matenals, fixtures,
furnishings, equipment (including point of sale system), and other products used or offered for sale at the
Store solely from suppliers who demonstrate, to our continuing reasonable satisfaction, the ability to meet
our then-current standards or 1n accordance with our standards and specifications A complete list of our
approved products and suppliers will be included 1n the Manual and 1s subject to change over ime We
will provide you notice in the Manual or otherwise in writing (such as via e-matlemail) of any changes to
the lists of approved products and approved suppliers

Neither we nor our Store Affiliate 1s an approved supplier of any product or service that you must
purchase or lease None of our officers has an ownership interest in any approved supplier

If you wish to purchase, lease or use any unapproved products or other items, or obtain them from
an unapproved supplier, you must submit a written request for approval or you must request the supplier
to do so We must approve any product or supplier in writing before you make any purchases of that
product or from that supplier We can require that our representatives be permtted to inspect the
supplier’s facilities and that samples from the supplier be delivered, either to us or to an independent
laboratory, for testing You or the supplier must reimburse our costs related to our evaluation of the
proposed product or supplier We reserve the right to re-inspect the facilities and products of any
approved supplier and to revoke our approval 1f the supplier fails to continue to meet any of our then-
current standards Our supplier approval procedure does not obligate us to approve any particular
supplier We will notify you in writing within 30 days after you have requested our approval whether the
proposed product or supplier 1s, 1n fact, approved or disapproved We are not required to make available
to you or to any supplier our critenia for product or supplier approval that we deem confidential We are
not obligated to approve any specific product or supplier 1If we believe that approval of that product or
supplier 1s not 1n the best interests of the System We may revoke our prior approval of any product or
supplier at any time, and after your receipt of written notice from us regarding our revocation you must
stop using that product or stop purchasing from that supplier We will permit you to purchase certain
1items from any supplier, provided that the product or supplier has met our criteria

We have developed, and may continue to develop, for use in the System certain proprietary

products which are prepared from confidential proprietary recipes and manufactured according to our
specifications and other proprietary products which bear the Marks Because of the importance of quality
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and umformity of production and the significance of those products in the System, it 1s to your and our
benefit that we closely control the production and distribution of those products Therefore, you will use
only our proprietary recipes and other proprietary products and will purchase those items only from us or
from the supplier we designate

We may, when appropriate, negotiate purchase arrangements, inctuding price terms, with
designated and approved suppliers on behalf of the System As of the date of this Disclosure Document,
there are no purchasing or distribution cooperatives in which you must participate  When determining
whether to grant new, additional or renewal franchises, we consider many factors, including your
compliance with the requirements described in this Item 8, but your compliance with these requirements
does not automatically give you the right to an additional or renewal franchise

We may establish strategic alliances or preferred vendor programs with suppliers that are willing
to supply some products, equipment, or services to some or all of the Stores in our System If we do
establish those types of alliances or programs, we may limit the number of approved suppliers with whom
you may deal, we may designate sources that you must use for some or all products, equipment and
services you must purchase or lease, and we may refuse to approve proposals from franchisees to add new
products or suppliers if we believe that approval would not be in the best interests of the System or the
franchised network of Stores

We reserve the right to approve any third party bookkeeping or accounting firm you select to
maintain the books and records for your Store We also reserve the night to designate a third party
bookkeeping or accounting firm that you must use

We have the night to collect and retain any and all allowances, rebates, credits, incentives, or
benefits (collectively, “Allowances”) offered by manufacturers, suppliers, and distributors to you, to us,
or to our affiliate, based upon your purchases of products and services from manufacturers, supplers, and
distributors  We or our affiliates will have all of your nght, title, and interest in and to any and all of
these Allowances We or our affiliates may collect and retain any or all of these Allowances without
restriction (unless otherwise instructed by the manufacturer, supplier, or distributor) If we contribute any
Allowances from approved suppliers to the Brand Development Fund, it does not reduce or eliminate
your obligation to pay the Brand Development Fee During the fiscal year ended December 31,
206462017, neither we nor our affiliates earned any Allowances

All advertising and promotional matenials, signs, decorations, paper goods (including menus and
all forms and stationery used in the Store) and other items we designate must bear the Marks 1n the form,
color, location and manner we prescribe In addition, all advertising and promotion 1n any medium must
be conducted 1n a dignified manner and must conform to the standards and requirements specified in the
Manual or otherwise 1n writing  You must obtain our approval before you use any advertising materials
and plans if we have not prepared or approved them during the 12 months before their proposed use Any
advertising matenials you submit to us for our review will become our property

You must obtain our acceptance of the site for the Store before you acquire the site You must
also obtain our acceptance of any contract of sale or lease for the Store before you sign the contract or
lease We reserve the right to require you to use a real estate broker we designate to assist you n finding
a location for your Store You must provide us with a copy of the fully signed lease for the Store
premises We may require you and your landlord to sign a Collateral Assignment of Lease which permits
us to assume your lease in certain circumstances, including the termination or expiration of your
Franchise Agreement (Attachment B to the Franchise Agreement) If you are a conversion franchisee, by
offering you a Franchise Agreement we will be deemed to have accepted your existing location
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Your Store must be constructed according to plans that we have approved We will provide you
with sample plans and/or our specifications for a Loving Cup Store, and we reserve the right to designate
the architect/designer that you must use We also reserve the right to approve the contractor you select
You must arrange for construction plans to be created that incorporate our requirements into the size and
shape of the approved site for your Store You may not use the plans or begin building out your Store
until we have approved the construction plans, and any changes to the construction plans must also be
approved by us before the change may be implemented Our review is not meant to assess compliance
with any applicable laws, regulations or building codes Our review s only to verify that the construction
plans accurately present our trade dress, the Marks and meet our specifications We reserve the right to
inspect your Store while 1t 1s being constructed You may not open your Store for business without our
approval You must certify to us that your Store has been constructed in compliance with the Americans
with Disabilities Act

Before you begin construction on the Store, you must obtain the insurance coverage for the Store
that 1s required by the terms of your lease and applicable law, and that we specify in the Manual or
otherwise in writing  Your insurance coverage must be maintained during the term of the Franchise
Agreement and must be obtained from a responsible, duly licensed carrier or carriers acceptable to us and
having a rating of at least “A° with A M Best Company All insurance must be on an “occurrence” basis
Currently you must maintain the following insurance You must obtain and maintain at your own expense
the insurance coverage that we and your Store’s landlord periodically require  You must also meet the
other insurance-related obligations in the Franchise Agreement Our specific insurance requirements will
be included 1n the Manuals, and these requirements may change over time You must comply with any
modified insurance requirement that we specify You must obtain the required insurance coverages not
later than the date you acquire the approved location for your Store

As of the date of this Disclosure Document, you must maintain the following insurance
coverages, at a minimum

1) public general hability nsurance, including products liabihty coverage, in the
minimum amount of $2,000,000 combined single limt,

2) fire and extended coverage insurance on the premises of your Store with full
replacement coverage,

3) fire-legal liabihty coverage in an amount equal to the value of the franchised
location,

4) business interruption insurance in amounts sufficient to cover 12 months of
continuing fees payable to us, 12 months of rent, 12 months of insurance premiums and other fixed
expenses,

(5) worker’s compensation and unemployment insurance and all other insurance
required by law, and

(6) any other msurance that may be required by the lease or mortgage for your
premises or that we may require in the future

We may require you to buy insurance coverage for other nsks or to increase the amount of
coverage of certain risks We may also require different or additional insurance during the term of your
Franchise Agreement You must purchase your insurance from an insurance provider with an A M Best
rating of * A” or higher We reserve the night to designate the specific insurance company or broker that
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you must use You must provide us with a certificate of insurance showing that you have obtained the
required nsurance before your Store opens You must also provide us with updated certificates of
insurance prior to expiration of each required policy

Each msurance policy must

) name us and our respective officers, directors, partners, and employees as
additional named tnsureds and contain a waiver of all subrogation rights against us,

2) provide at least the types and mimimum amounts of coverage specified 1n the
Franchise Agreement or otherwise in the Manuals, and

3) provide for 30 days' prior written notice to us of any matenal modification,
cancellation, or expiratton of any policy

Our 1nsurance requirements will not imit your hability under the Franchise Agreement You
must pay all amounts owed to us or our affihates, regardless of the nits of your insurance policies If
you fail or refuse to obtain the required insurance coverages, we may obtain insurance on your behalf and
you must reimburse us for the premium costs

We strongly advise you to consult with an insurance professional, to determine the sufficiency of
our minimum coverages for your Store

We estimate that your purchases from approved suppliers, or that must conform to our
specifications, will represent approximately 65% of your total purchases in establishing the Store, and
approximately 80% to 85% of your total purchases in the continuing operation of the Store

ITEM 9
FRANCHISEE’S OBLIGATIONS

Thus table hists your principal obhgations under the franchise and other agreements It will
help you find more detailed information about your ebhgations in these agreements and in other
items of this disclosure document

Disclosure Document

Obhgation Article 1n Franchise Agreement Item
Site selection and acquisition/ Article 2 Items 8 and 11
lease '
Pre-opening purchases/leases Articles 6, 7 and 8 Items 5,6,7,8 and 11
Site development and other pre- Article 2 Items 8 and 11

opening requirements

Initial and ongoing training Article 6 Items 6, 7 and 11
Opening Articles 2 and 6 Item 11
Fees Articles 3,4,6,7,8,11, 14 and 18 Items 5, 6, 7and 11

Compliance with standards and Articles 2,3,6,8,9,10, 11 and 12 Items 6, 8, 11 and 14
policies/operating manual
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Disclosure Document

Obligation Article in Franchise Agreement Item
Trademarks and proprietary Articles 9 and 10 and Attachment D Items 13 and 14
information
Restrictions on products/services Article 7 Item 16
offered
Warranty and customer service Article 7 Not applicable

requirements

Ternitorial development and sales
quotas

Not applicable

Item 12

Ongoing product/service
purchases

Amgcle 7

Items 6 and 8

m  Maintenance, appearance and
remodeling requirements

Articles 2, 7 and 14

Items 6 and 11

Insurance Article 12 Items 6, 7 and 8
Advertising Article 8 Items 6,7, 8 and 11
Indemnification Article 15 Item 6

Owner’s participation/
management/staffing

Articles 6, 14, 15 and 16

Items 1,11 and 15

Records and reports

Articles 4, 7 and 11

Item 6

Inspections and audits

Articles 2, 7and 11

Items 6, 8 and 11

Transfer Article 14 Items 6 and 17

Renewal Article 3 [tems 6 and 17

Post-termination obligations Article 18 Items 6 and 17
w  Non-competition covenants Article 10 and Attachment D Item 17

Dispute resolution Article 19 Items 6 and 17

Liquidated damages Article 18 ltem 6

ITEM 10
FINANCING

We do not offer direct or indirect financing We do not gaarantee your note, lease or obligation

FRANCHISOR’S ASSISTANCE, ADVERTISING, COMPUTER SYSTEMS AND TRAINING

ITEM 11

Except as histed below, Loving Cup Franchise Company LLC 1s not required to provide you

with any assistance
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Pre-Opening Obligations

Before the opening of a Store we will provide the following assistance and services

1 Our written site selection guidelines and the site selection assistance we deem advisable
(Franchise Agreement, Section 51) Once we have accepted the location for your Store, we will
determine the boundanes of the Designated Territory, if apphcable

2 One on-site evaluation, If we determmne that an on-site evaluation 1s necessary
(Franchise Agreement, Section 52) We will not conduct an on-site evaluation until you have provided
us with all of the information we require regarding the proposed site

3 Standard specifications and layouts for bullding and furmishing the Store, which you will
use to have site plans and build-out plans prepared, at your expense (Franchise Agreement, Section 5 3)
If you purchase a conversion franchise, your existing location must be built-out according to our standard
specifications We reserve the night to require you to use the architect/designer we designate and to
inspect your Store during 1ts constructton

4 On loan, our Manual, which we may revise during the term of your Franchise Agreement
(Franchise Agreement, Sections 5 4 and 10 1)

5 A list of our approved suppliers, which includes the suppliers of any fixtures, equipment,
signs, supplies, goods and inventory you must purchase, and which may include us or our affiliates The
list of approved suppliers s subject to change during the term of your Franchise Agreement (Franchise
Agreement, Sections 59 and 74)

6 An wmtial traiming program at our headquarters and/or at one of our Store Affiliate’s
Stores for up to two people, the cost of which 1s included in the initial franchise fee (Franchise
Agreement, Sections 5 10and 6 4)

7 One of our representatives to provide three to five days of opening assistance and training
around the opening of your Store We will provide this opening assistance and traiming at our expense,
but 1f you request additional days of on-site assistance you must reimburse our costs for the additional
days, including our per diem fee for our representative and the additional out-of-pocket expenses our
representative incurs (Franchise Agreement, Section 6 5) If you are opening your second or later Store,
we reserve the night to reduce the duration of our representative’s visit or to not provide opening
assistance

Continuing Obhgations

During the operation of a Store, we will provide the following assistance and services

1 As we reasonably determine necessary, visits to and evaluations of the Store and the
products and services provided to make sure that our high standards of quality, appearance and service of
the System are maintained (Franchise Agreement, Sections 5 5and756)

2 Advice and written materials (including updates to the Manual) concerning techniques of

managing and operating the Store, including new developments and improvements 1n equipment, food
products, recipes, packaging and preparation (Franchise Agreement, Section 5 7)
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3 Training programs and seminars and other related activities regarding the operation of the
Store as we may conduct for you or Store personnel generally, which may be mandatory for you, your
General Manager, and other Store personnel (Franchise Agreement, Section 64 2)

4 At your request or if we determine 1t 1s necessary, additional on-site training at your
Store You must pay our per dtem fee for each trainer providing the training and reimburse each tramer’s
expenses (Franchise Agreement, Section 64 4 )

5 Administration of the Brand Development Fund (Franchise Agreement, Section 8 3)

6 Indemnification against and reimbursement for all damages for which you are held lhable
1n any proceeding aristng out of your use of any of the Marks (including settlement amounts), if you and
your Principals have fully complied with the terms of the Franchise Agreement (Franchise Agreement,
Section 9 4)

7 Designate the maximum prices you may charge, as permitted by applicable law
(Franchise Agreement, Section 7 13 ) Our designation of the maximum pricing ts not a guarantee that
you will achieve a specific level of sales or profitabihity We expect all of your prices to be similar to or
higher than the prices charged by competing businesses offering similar products

Site Selection You must assume all costs, habilities, expenses and responsibility for locating,
obtaining and developing a site for the Store and for constructing and equipping the Store at the accepted
site  You will select the site for the Store subject to our acceptance and using our site selection criteria
Before you lease or purchase the site for the Store, you must locate a site that satisfies our site selection
guidelines If we deem 1t necessary we will conduct one on-stte evaluation, but before we conduct the
evaluation you must submit to us 1n the form we specify a description of the site, including evidence that
the site satisfies our site selection guidelines, together with other information and materials that we may
reasonably require, including a letter of intent or other evidence that confirms your favorable prospects
for obtaining the site  We reserve the right to approve deviations from our site selection standards based
on the individual factors and components of a particular site

You must have located and submitted to us, for our review, all information we require regarding
the site you propose for your Store no later than 90 days after you have signed the Franchise Agreement
We will have up to 30 days after we receive all required information and matenials from you to accept or
decline the proposed site as the location for your Loving Cup Store  'We will use our best efforts to notify
you within seven days whether the proposed site 1s accepted or not If we do not provide our specific
acceptance of a proposed site, the site 1s deemed not accepted We do not warrant or guarantee that your
Store will be successful at any site that we accept Our acceptance only means that the site meets our
minimum requirements for a Store, subject to any deviation from our standards as we may permit

We will provide you with our current written site selection guidelines and any other site selection
counseling and assistance we think 1s advisable Our criteria for site selection include location of the
site and 1ts setting (free-standing building, shopping center, shopping mall, downtown location, etc ),
availability of parking, visibility from main roads, availability, size and placement of signage, co-tenants
in the shopping center or immediate area, accessibility to the site, condition of the premises and how
much build-out or construction 1t will need, proximity to competitive businesses, and availability of
utilites We will use these and other factors tn determining the suitabihity of your proposed site for a
Loving Cup Store Once the location for your Store has been determined, your Store may not be
relocated without our prior written consent You must provide us with a copy of the signed lease for your
Store location
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If you are not able to locate a suitable for your Store within 90 days after you sign the Franchise
Agreement, we may provide you with an extension of this timeframe or we may terminate your Franchise
Agreement without providing you with a refund If you are purchasing a conversion franchise, we will be
deemed to have accepted your existing location for a Loving Cup Store 1f we present the Franchise
Agreement to you for signature

Opening We estimate that the time from when the Franchise Agreement 1s signed to the
opening of the Store will be approximately six to seven months Your total timeframe may be shorter or
longer depending on the time necessary to obtain an accepted site, to obtain financing, to obtain the
permits and licenses for the construction and operation of the Store, to complete construction or
remodeling as 1t may be affected by weather conditions, shortages, delivery schedules and other similar
factors, to complete the interior and exterior of the Store, including decorating, purchasing and installing
fixtures, equipment and signs, and to complete preparation for operating the Store, including purchasing
inventory and supphies You must open the Store and begin business within four months after we have
accepted the locatton for your Store If you are purchasmg a conversion franchise, your must open the
Store and begin business within four months after you sxgn the Franchise Agreement, since your existing
location will be deemed to have been accepted by us before you sign the Franchise Agreement as
described above

If you are not able to open your Store within this period, we may provide you with an extension
of this timeframe or we may terminate your Franchise Agreement without providing you with a refund
You may not open your Store for business unttl we have approved you to do so

Grand Opening Marketing You must conduct a marketing campaign announcing the grand
opening of your Store, and you must spend between $3,000 and $5,000 for this campaign Your grand
opening marketing campaign must be conducted in the inittal 60 days of operation We may designate a
different time pertod for you to conduct the grand opening marketing Your grand opening marketing
campaign must include give-aways of food samples and other promotions, as we require, and we must
approve of your grand opening marketing campaign before it 1s conducted We reserve the right to collect
$5,000 from you and conduct your grand opening marketing campaign on your behalf

Brand Development Fund We will establish a Brand Development Fund (“Fund™) to promote
the System, Loving Cup Stores and the products and services offered by Loving Cup Stores (Franchise
Agreement, Section 83) When the Fund 1s established, you must pay a non-refundable Brand
Development Fee to the Fund in an amount equal to up to 2% of Gross Sales The Brand Development
Fee 1s imitially set at 1% of Gross Sales and we may increase the Brand Development Fee, up to the
maximum amount of 2% of Gross Sales, with 60 days prior written notice to you Since the Fund was not
established in the fiscal year ending December 31, 26462017, no money was spent by the Fund

The Fund will be used for national and regional advertising, marketing, publicity and promotional
activity relating to our business We will determine, 1n our fully unrestricted discretion, the manner 1n
which the Fund will be spent Some portion of the Fund may be used for creative concept production,
marketing surveys, test marketing and related purposes As stated in Item 8, we may contribute
Allowances we receive from approved suppliers to the Fund If we choose to do this, 1t does not reduce
or eliminate your requirement to pay the Brand Development Fee

We have the right to direct all advertising activities with sole discretion over creative concepts,
materials and media used, as well as their placement and allocation We also have the night to determine,
in our sole discretion, the composition of all geographic and market areas for the implementation of these
advertising and promotional activities The Fund may be used to meet any and all costs of maintaining,
administering, directing and preparing national and/or regional advertising matenials, programs and public
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relations activities (including, without limitation, the cost of preparing and conducting television, radio,
magazine, billboard, newspaper, direct mail and other media programs and activities, for conducting
marketing surveys, test marketing, employing advertising agencies, and providing promotional brochures,
coupons and other marketing matenals to all franchisees of the System) We may also use a portion of
the money 1n the Fund to subsidize the cost of presenting refresher training programs and an annual
franchisee meeting The Fund is intended to maximize general public recognition in all media of the
Proprietary Marks and patronage of Loving Cup Stores and we have no obligation to ensure that
expenditures of the Fund in or affecting any geographic area are proportionate or equivalent to payments
of the Brand Development Fee by franchisees operating in that geographic area, or that any Store will
benefit directly or tn proportion to the Brand Development Fees paid for the development of advertising
and marketing matenals or the placement of advertising No amount of the Fund will be spent for
advertising that 1s principally a solicttation for the sale of franchises

We have the right to reimburse ourselves out of the Fund for the total costs (including indirect
costs such as salaries for our employees who devote time and effort to Fund related activities and
overhead expenses) of developing, producing and distributing any advertising materials and collecting the
Brand Development Fee (including attorneys’, auditors’ and accountants’ fees and other expenses
incurred in connection with collecting any Brand Development Fee)

Stores owned by us or our affihates may, but are not required to, contribute to the Fund on the
same basis as you Funds from the Brand Development Fees paid will be kept in a non-interest bearing
account separate from our other funds These funds will not be used to defray any of our general
operating expenses, except as described 1n the paragraph above Any sums paid to the Fund that are not
spent 1n the year they are collected will carry over to the following year We will prepare, and furnish to
you upon written request, an annual statement of funds collected and costs incurred We are not required
to have any Fund statement audited, but if we choose to have the Fund audited 1t will be at the Fund’s
expense

Although the Fund 1s intended to be perpetual, we may terminate the Fund at any ime The Fund
will not be terminated until all monies n the Fund have been spent for advertising or promotional
purposes or returned to contributors on a pro rata basis If we termnate the Fund, we have the right to
reinstate it at any time and you must again contribute to the Fund Any reinstated Fund will be
maintained as described above

Local Marketing You must conduct local marketing in your Designated Territory and you must
spend at least 1% of Gross Sales each month on local marketing for your Store once your grand opening
marketing campaign 1s completed Within 30 days of our request, you must provide us with proof of your
local marketing expenditures, including verification coptes of the advertisements

We must approve all marketing materials before you use them You must not advertise or use our
Marks 1n any fashion on the lnternet,—Weorld—Wide—Webinternet, world wide web or via other means of
advertising through telecommunication, including social media, without our express written consent

Any marketing that you propose to use that has either not been prepared by us or has not been
approved by us in the immediately preceding 12 month period must be submitted to us for our review not
later than 10 days before you intend to use 1t Unless we provide our specific disapproval of the proposed
materials, the materals are deemed approved Any matenals you submit to us for our review will become
our property, and there will be no restriction on our use or distribution of these materials

We reserve the right to require you to include certain language in your local marketing, such as
‘ Franchises Available” and our website address and phone number
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Cooperative Marketing We may designate any geographic area in which two or more Stores
are located as a region for purposes of establishing a marketing Cooperative, or we may approve of the
formation of a Cooperative by our franchisees The members of the Cooperative for any area will consist
of all Stores, including those operated by our franchisees and those operated by us or our affiliates We
have the nght to dissolve, merge or change the structure of the Cooperatives Each Cooperative will be
organized for the exclusive purposes of administering marketing programs and developing promotional
materials for use by the members n local marketing, subject to our approval as described above If a
Cooperative has been established for a geographic area where your Store 1s located when the Franchise
Agreement is signed, or if any Cooperative 1s established during the term of the Franchise Agreement,
you must become a member of the Cooperative If the Cooperative will operate according to written
documents, we must approve of these documents, and a copy of the Cooperative documents applicable to
the geographic area in which your Store will be located will be provided to you if you request it You will
not have to participate in more'than one Cooperative

The payments you make to a Cooperative may be applied by you toward satisfaction of your local
marketing requirement  If the amount you contribute to a Cooperative 1s less than your local marketing
requirement, you must still spend the difference locally By vote of the members, the members will
determine the amount that each member must contribute to the Cooperative All Stores in the
Cooperative, including those owned by us and/or our affiliates, will have the same voting rights as
franchisees, but no one Store (or commonly controlled group of Stores) will have more than 25% of the
total vote

All contributions to the Cooperative will be maintained and administered 1n accordance with the
documents governing the Cooperative, 1f any The Cooperative will be operated solely as a condwit for
the collection and expenditure of the Cooperative fees for the purposes outlined above No advertising or
promotional plans or materials may be used by the Cooperative or furnished to 1ts members without first
obtaining our approval Currently there are no Cooperatives in the System The Cooperative is not
required to prepare an annual financial statement

Website / Intranet We alone may establish, maintain, modify or discontinue all internet,
worldwideworld wide web and electronic commerce activities pertaining to the System We have
established one or more websites.accessible through one or more uniform resource locators (“URLs”) and
we may design and provide for the benefit of your Store a “click through” subpage at our website for the
promotion of your Store If we establish one or more websites or other modes of electromic commerce
and 1f we provide a “click through” subpage at the website(s) for the promotion of your Store, you must
routinely provide us with updated copy, photographs and news stories about your Store suitable for
posting on your “click through” subpage We reserve the night to specify the content, frequency and
procedure you must follow for updating your “click through” subpage

Any websites or other modes of electronic commerce that we establish or maintain may — in
addition to advertising and promoting the products, programs or services available at Loving Cup Stores —
also be devoted 1n part to offering Loving Cup franchises for sale and be used by us to exploit the
electrontc commerce rights which we alone reserve

In addition to these activities, we may also establish an intranet through which downloads of
operations and marketing materials, exchanges of franchisee e-matemail, System discussion forums and
System-wide communications (among other activities) can be done You may not maintain your own
website, otherwise maintain a presence or advertise on the internet or any other mode of electronic
commerce in connection with your Store, establish a link to any website we establish at or from any other
website or page, or at any time establish any other website, electronic commerce presence or URL which
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in whole or in part incorporates the “Loving Cup” name or any names confusingly similar to the
Proprietary Marks

You are not permitted to promote your Store or use any of the Proprietary Marks in any manner
on any social or networking websites, such as Facebook, Foursquare, Instagram, LinkedIn or Twaitter,
without our prior written consent  'We will control all social media initiatives  You must comply with our
System standards regarding the use of social media in your Store’s operation, including prohibitions on
your and the Store’s employees posting or blogging comments about the Store or the System, other than
on a website established or authorized by us (* social media” includes personal blogs, common social
networks like Facebook, Foursquare,, Instagram and MySpace, professional networks like LinkedIn, live-
blogging tools like Twitter, virtual worlds, file, audio and video-sharing sites, and other similar social
networking or media sites or tools) We will provide access to branded social media pages/handles/assets,
and you must update these regularly We reserve the right to conduct collective/national campaigns via
local social media on your behalf

We alone will be, and at all imes will remain, the sole owner of the copyrights to all matenial
which appears on any website we establish and maintain, including any and all material you may furnish
to us for your “click through” subpage

Advisory Council: We may, in our discretion, form an advisory council to work with us to
improve the System, the products offered by Loving Cup Stores, advertising conducted by the Fund, and
any other matters that we deem appropnate If an advisory council 1s formed, 1t will act solely in an
advisory capacity, and will not have decision making authority We will have the right to form, change,
merge or dissolve any advisory councill We may develop by-laws for any advisory council

If formed, an advisory council will be comprised of our representatives and franchisee
representatives Franchisee representatives may be chosen by us or may be selected by other franchisees
in the System  All selected franchisees must participate 1n council-related activities and meetings, and to
pay any dues assessed for the admmistration of that program We will also pay dues for our
representatives If you participate on an advisory council, you will pay any expenses you incur related to
your partictpation, such as travel and living expenses to attend council meetings

Trammmg No later than 30 days before the date the Store begins operation, up to two trainees
(including you and your General Manager) must have completed, to our satisfaction, our mandatory mtial
training program We will conduct this training at one of our Store Affiliate’s Stores or at another
location we designate Our imtial training program lasts for approximately one week Initial training
programs will be offered at various times during the year depending on the number of new franchisees
entering the System, replacement general managers and other personnel needing training, the number of
new Stores being opened and the iming of the scheduled openings of Stores

We will provide instructors and training matenals for two trainees (the cost of which 1s included
in the initial franchise fee) You may also have additional personnel trained by us for the Store, at your
expense, Including payment of our then-current tramming fee for each additional trainee We will
determine whether your trainees have satisfactorily completed initial training  If you and/or the General
Manager do not satisfactortly complete the imitial training program or if we determine that these persons
cannot satisfactorily complete the training program, you must designate a replacement to satisfactorily
complete the traiming before you will be permitted to open your Store If the replacement General
Manager cannot complete the initial training program to our satisfaction, we have the right to terminate
your Franchise Agreement without providing a refund of the imtial franchise fee

Loving Cup/FDD-02¢03 28



Any manager subsequently designated by you must also receive and complete the mnitial training
program to our satisfaction, even if this requires sending that manager to our headquarters training
program, at your expense We reserve the right to charge a reasonable fee for the imtial tramning we
provide to a replacement or successor employee 1f we have not approved you to provide the training You
must also pay for all expenses you, your managers and other personnel incur for any training program,
including costs of travel, lodging, meals and applicable wages We may approve you to train replacement
managers under our training program before permitting you to train your entire staff for a third or later
Store opening You may not tratn any personnel until we have approved you as a trainer

For the opeming of the Store, we will provide you with one of our representatives The tramed
representative will provide on-site pre-opening and opening training, supervision, and assistance to you
for three to five days around your Store opening If you request that our representative provide additronal
days of on-site assistance, you must reimburse the expenses our representative incurs while providing the
additional assistance, including our per diem fee and any additional travel, lodging and meals expenses
If you are opening your second (or later) Store, we reserve the night to reduce the duration of our
representative’s visit or to not provide opening assistance

If, during the term of your Franchtse Agreement, you request that we provide additional training
or assistance on-site at your Store or if we determine that additional training or assistance 1s necessary,
you must pay our then-current per diem fee for each trainer we provide, and you must reimburse us for
any expenses our trainers incur, such as costs of travel, lodging, and meals

The nstructional materials used in the initial traning include our Manual, marketing and
promotion materials, materials related to the operation of the point of sale system, and any other materials
that we believe will be beneficial to our franchisees in the training process

The training schedule and activities of the inttial training program are described below

TRAINING PROGRAM
Hours of Hours of
Classroom On-the-Job Location
Subject

Tramning Traning
Orientation & Instruction- 3 0 San Francisco, CA
Company History, Values and
Culture
Sanitation and Food Safety 1 1 San Francisco, CA
Products, Preparation 0 8 San Francisco, CA
Methods, Recipes,
Proportions, Nutnition Facts
Inventory, Ordering, 0 3 San Francisco, CA
Receiving and Stocking
Back of House Organization 0 8 San Francisco, CA
and Machine Maintenance
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Hours of Hours of
Classroom On-the-Job Location
Subject T g
raining Traning
Counter Service, Taking 0 8 San Francisco, CA
Orders, Customer Service,
Upselling, Product
Presentation and Quality
Control
Management Procedures, 8 0 San Francisco, CA
Cash Management, Banking,
Staff Schedule and Shift
Management, Employee
Relations, Customer Relations
Employee Recruiting and 4 0 San Francisco, CA
Training
Marketing, including Special 2 2 San Francisco, CA
Events and Catering
Training Progress Assessment 3 8 San Francisco, CA
and Review

The nstructors pnimarily conducting our initial training program include Liz Fiedler, Dez Fiedler
and Carlos Batz Each of our instructors has at least 10 years of experience relevant to the subjects they
are teaching and two to nine years of experience with us and/or our Store Affiliate

The entire training program 1s subject to change due to updates in materials, methods, manuals
and personnel without notice to you The subjects and time periods allocated to the subjects actually
taught to a spectfic franchisee and 1ts personnel may vary based on the individual needs and/or experience
of those persons being trained For example, a conversion franchisee may not need as much training on
running a frozen dessert business

We may choose to hold refresher training courses, and we may designate that attendance at
refresher training 1s mandatory for you, your General Manager and/or other Store personnel We do not
anticipate charging a fee for refresher traiming, but you will pay for all of the expenses incurred by your
trainees, including travel, lodging, meals and wages We anticipate that refresher or additional training
will not last longer than five days in any year

We may also choose to hold an annual meeting of our franchisees to provide additional training,
introduce new products or changes to the System, or for other reasons We may designate that attendance
at an annual meeting 1s mandatory for you, your General Manager and/or other Store personnel We do
not anticipate charging a fee to attend the meeting, but you will pay for all of the expenses incurred by
your attendees at the meeting, including travel, lodging, meals and wages We will designate the location
of any franchisee meeting, such as a resort hotel, but we will not designate an unreasonably expensive
site We anticipate that attendance at a franchisee meeting will not last longer than three days in any
calendar year

In addition to our imtial training program, you, your managers and any other personnel we
designate must be ServSafe certified or other similar certifications The cost of these certifications are not
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included 1n the initial franchise fee and we do not provide certification You may need to receive periodic
additional training and/or certification

Confidential Operations Manual The Table of Contents for our Manual 1s attached to this
Disclosure Document as Exhibit E- Our Manual contains approximately 100 pages

Computer and Point of Sale Systems You must purchase or lease and use certain point of sale
systems, computer hardware and software that meet our specifications and that are capable of
electronically interfacing with our computer system You must purchase a point of sale system with a
back office computer system The estimated cost of these systems 1s $1,000 The pont of sale and
computer systems will provide order processing, business reports, credit card processing, and other
functions

The computer system 1s designed to enable us to have immediate access to the information
monitored by the system, and there 1s no contractual limitation on our access or use of the information we
obtain You must install and maintain equipment and a high-speed internet connection in accordance with
our specifications to permit us to access the computer system (or other computer hardware and software)
etther electronically or at the Store prermses  This will permit us to electronically inspect and monitor
information concermng your Store’s Gross Sales and any other information that may be contained or
stored 1n the equipment and software You must make sure that we have independent access at the times
and 1n the manner we specify, at your cost We may download Gross Sales and other information from
your computer system, and there are no contractual limitations on our access to your computer system or
the information we retrieve from your computer system

The designated point of sale system and the approved supplier for the point of sale system, if we
designate an approved supplier, will be included 1n the Manual We currently require our franchisees to
use Square for their potnt of sale/transaction functions We do not require you to have a maintenance
contract for your point of sale system, but you must participate 1n the Square loyalty and marketing
programs, which cost approximately $70 per month

You must obtain any upgrades and/or updates to the software used with the point of sale system,
at your expense In addition, we may require you to update and/or upgrade all or a portion of your point
of sale and/or computer system during the term of your Franchise Agreement, at your expense The
Franchise Agreement does not limit our ability to require you to update and/or upgrade your point of sale
and/or computer system or the cost of any update and/or upgrade Neither we nor any affiliate of ours 1s
responsible for providing you with any upgrades, updates or matntenance for your point of sale or
computer system

You must obtain and mamntain high speed internet access or other means of electromic
communicatton, as specified by us It will be a matertal default under the Franchise Agreement 1f you do
not maintain the equipment, lines and communication methods 1n operation and accessible to us at all
times throughout the term of the Franchise Agreement

ITEM 12
TERRITORY

Your Franchise Agreement will specify the site that will be the Accepted Location for your Store
Your Franchise Agreement may also specify a Designated Territory Your Designated Territory will
include a minimum population of 30,000 people and will be described 1n terms of street, town or other
similar boundaries Your Designated Territory may be depicted on a map attached as an exhibit to your
Franchise Agreement If your Accepted Location 1s a Non-Traditional Site (as described below), you will
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not recetve a Designated Territory In addition, because we reserve the right to establish Stores at Non-
Traditional Sites (which may be within your Designated Territory), your Designated Territory 1s not
exclusive to you

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

During the term of the Franchise Agreement, we will not establish or operate, nor license any
other person to establish or operate, a Store 1n the Destgnated Territory, except as may be permitted under
the Franchise Agreement and those exceptions are described below There are no circumstances under
which the Designated Territory may be altered before your Franchise Agreement expires or 1s terminated
Your territonal protection does not depend on your achieving a certain sales volume, market penetration,
or other factor, other than comphance with the Franchise Agreement

As part of the process of renewing your Franchise Agreement, we reserve the right to re-evaluate
your then-existing Designated Territory according to certain demographics, including population Since
your Designated Termtory includes a certain minimum population, your Designated Territory under the
renewal Franchise Agreement will be modified to accommodate shifts and changes in population Our
intent 1S to make the target demographics of your renewal Designated Territory similar to the target
demographics of your original Designated Territory A re-evaluation of your Designated Territory may
result n your renewal Designated Terntory being smaller or larger than your origmal Designated
Termtory We cannot guarantee that you will achieve any particular level of success with the renewal
Designated Territory or that your results will be the same as or similar to your results from operating in
the original Designated Territory

If, during the term of the Franchise Agreement, you wish to relocate your Store, or if the Store 1s
damaged or destroyed and cannot be repaired within 60 days, you must submit to us in writing the
materials we require to consider your request, including information concerming the proposed new
location for the Store You must also meet certain other requirements, such as being in compliance with
the Franchise Agreement, the location meets our then-current requirements for a Loving Cup Store and 1s
located within your Designated Territory, and you must sign our then-current form of Franchise
Agreement [f we permit you to relocate, you will not pay a new initial franchise fee when you sign the
new Franchise Agreement, but you must pay our relocation fee

Nothing 1n the Franchise Agreement will prohibit us from (1) operating and/or franchising
others to operate stores 1dentified 1n whole or in part by the Proprietary Marks and/or utilizing the System
in the Designated Territory that are located 1n gas stations or convenience stores, transportation facilities,
including airports, train stations, subways and rail and bus stations, military bases and government
offices, sports facilities, including stadiums and arenas, amusement parks, zoos and convention centers,
car and truck rest stops and travel centers, educational facilities, recreational theme parks, hospitals,
hotels, business or industrial foodservice venues, venues in which foodservice 1s or may be provided by a
master concessionaire or contract foodservice provider, Indian reservations, casmnos, or any similar
captive market location not reasonably available to you (a ¢ Non-Traditional Site™), (2) awarding national,
regional or local licenses to third parties to sell products under the Proprietary Marks in foodservice
facilities primarily identified by the third party’s trademark, (3) merchandising and distnibuting products
identified by the Proprietary Marks in the Designated Territory through any method or channel of
distribution other than through the operation of a store, including distribution of products (including any
proprietary products) through grocery stores, club stores and similar stores, (4) selling and distributing
products 1dentified by the Proprietary Marks in the Designated Territory to stores other than stores
identified by the Proprietary Marks, regardless of whether the stores are hicensed to use the Proprietary
Marks 1n connection with their retail sales or not, (5) selling products and services through other channels
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of distribution, including the internet, wholesale, mail order and catalog, (6) developing and/or owning
other franchise systems for the same or similar products and services using trade names and trademarks
other than the Proprietary Marks, and (7) purchasing, being purchased by, merging or combining with
bustnesses that we deem to offer direct competition to Loving Cup Stores We are not required to pay
you any consideration if we exercise any night specified above in the Designated Territory

If any Non-Traditional Site (as described above) s located within the physical boundarnes of your
Designated Territory, then the premises of this Non-Traditional Site will not be included 1in your
Designated Territory and you will have no rights to this Non-Traditional Site

We and our affiliates are not prohibited from (1) operating and franchising others to operate,
during the term of the Franchise Agreement, Loving Cup Stores at any location outstde of the Designated
Territory, (2) operating and franchising others to operate, after the Franchise Agreement terminates or
expires, Loving Cup Stores at any location, including locations nside the Designated Territory, and
(3) operating and franchising others to operate at any location, dunng or after the term of the Franchise
Agreement, any type of store other than a Loving Cup Store

The restrictions above do not apply to Loving Cup Stores in operation, under lease or
construction or other commitment to open in the Designated Territory as of the effective date of the
Franchise Agreement

Except as expressly lmited above, we and our affiliates have the right to conduct any business
activities, under any name, 1n any geographic area and at any location, regardless of the proximity to your
Store or the economic effect on your Store or your activities under the Franchise Agreement

You may sell our menu 1tems to customers who live anywhere but who choose to dine at or from
your Store You may not engage in any promotional activities or sell products or services, whether
directly or indirectly, through or on the Internetinternet, the Werld—Wade—-Webworld wide web, or any
other similar proprietary or common carrier electronic delivery system, through catalogs or other mail
order devices sent or directed to customers or prospective customers located anywhere, or by telecopy or
other telephonic or electronic communications, including toll-free numbers, directed to or received from
customers or prospective customers located anywhere While you may place advertisements in printed
media and on television and radio that are targeted to customers and prospective customers located within
your Designated Territory, you will not be deemed to be n violation of the Franchise Agreement if those
advertisements, because of the natural circulation of the printed media or reach of television and radio, are
viewed by prospective customers outside of your Designated Terntory You may not directly sohcit
customers outside of your Designated Territory You have no options, rights of first refusal, or similar
rights to acquire additional franchises You may not sell any products to any business or other customer
at wholesale

We and our affiliates may sell products under the Marks within and outside your Designated
Territory through any method of distribution other than a Loving Cup Store, including sales through
channels of distribution such as the internet, catalog sales, grocery stores, club stores, specialty food
stores, telemarketing or other direct marketing sales (together, “alternative distribution channels”™ You
may not use alternative distnbution channels to make sales outside or inside your Designated Territory
and you will not recetve any compensation for our sales through alternative distribution channels

We or our affiliates will fulfill all orders placed through the retail portion of our website and you

will not be entitled to any portion of the profits recerved from this, even if the customer’s order 1s
generated from or delivered to an address in your Designated Territory
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Neither we nor any parent or affiliate has established, or presently intends to establish, other
franchised or company-owned Stores which sell our proprietary products or services under a different
trade name or trademark, but we reserve the right to do so in the future, without first obtaining your
consent We describe earlier in this Item 12 what we may do anywhere and at any time

ITEM 13
TRADEMARKS

The Franchise Agreement grants you the right to use certain trademarks, trade names, service
marks, symbols, emblems, logos and indicia of origin designated by us, including the Marks described in
Item | and below These Marks may be used only in the manner we authorize and only for the operation
of your Store

You may not use the Marks as a part of your corporate or other legal name, and you must comply
with our instructions 1n filing and maintaining trade name or fictitious name registrations  You must sign
any documents we requure to protect the Marks or to maintain their continued validity and enforceability
In addition, you may not directly or indirectly contest the validity of our ownership of or our rights 1n and
to the Marks

Our Store Affiliate, Loving Cup LLC, has registered or applied for registration of the following
principal Marks on the Principal Register with the U S Patent and Trademark Office (“USPTO™)

Mark Ap‘;;l:retlon Senal Number Regll;:::tlon Reﬁ:ls;:';::'on
Loving Cup-twerd-mark) 11/19/2014 86/458,685 7/14/2015 4,772,716

We have not registered the logo that 1s on the cover page of this Franchise Disclosure Document
Therefore, this logo does not have many legal benefits and rights as a federally registered trademark If
our right to use this trademark 1s challenged, you may have to change to an alternative logo, which may
Increase your expenses

There are no currently effective determinations of the USPTO, the Trademark Trial and Appeal
Board, the trademark administrator of any state or any court, no pending infnngement, opposition or
cancellation proceedings and no pending litigation involving any of the Marks that may significantly
affect the ownership or use of any Mark listed above which may be relevant to their use 1n this state or in
any other state

There are no agreements currently in effect which mit our night to use or to license others to use
the Marks, except for the perpetual trademark license agreement between us and our Store Affiliate,
Loving Cup LLC, dated June 19, 2017 Our Store Affilate intends to file all affidavits and other
documents required to maintain its interest in and to the Marks

We do not know of etther superior prior rights or infringing uses that could materially affect your
use of the Proprietary Marks 1n the state where the Store will be located You must immediately notify us
of any apparent infringement of the Marks or challenge to your use of any of the Marks or claim by any
person of any rights in any of the Marks You and your Controlling Principals are not permitted to
communicate with any person other than us, or any designated affiliate, our counsel and your counsel
involving any infringement, challenge or claim We can take action and have the right to exclusively
control any Ihtigation or USPTO or other administrative or agency proceeding caused by any
infringement, challenge or claim or otherwise relating to any of the Marks You must sign any and all
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documents, and do what may, 1n our counsel’s opinion, be necessary or advisable to protect our interests
in any liigation or USPTO or other administrative or agency proceeding or to otherwise protect and
maintain our nterests and the interests of any other person or entity (including any affiliate) having an
interest 1n the Marks

We will indemnify you against and reimburse you for all damages for which you are held hable
for your use of any of the Marks, provided that the conduct of you and your Controlling Principals in the
proceeding and use of the Marks 1s 1n full comphance with the terms of the Franchise Agreement

Except as provided above, we are not obligated by the Franchise Agreement to protect any rights
granted to you to use the Marks or to protect you against claims of infringement or unfair competition
with respect to them Although we are not contractually obligated to protect the Marks or your right to
use them, as a matter of corporate policy we intend to defend the Marks vigorously

If 1t becomes advisable at any time in our sole discretion, we may require you, at your expense, to
discontinue or modify your use of any of the Marks or to use one or more additional or substitute trade
names, service marks, trademarks, symbols, logos, emblems and indicia of origin if we determine that an
addition or substitution will benefit the System You must comply with our directions within a reasonable
period of time after recerving notice We will not be obligated to reimburse you for any loss of revenue
attributable to any modified or discontinued Marks or for any expenditures you make to promote a
modified or substitute trademark or service mark

_ The license to use the Marks granted 1n the Franchise Agreement 1s non-exclusive to you We
have and retain certain rights in the Marks including the following

1 To grant other licenses for the use of the Marks 1n addition to those licenses
already granted or to be granted to franchisees,

2 To develop and establish other systems using the Marks or other names or marks,
and to grant licenses or franchises in those systems without providing any rights to you, and

3 To engage, directly or indirectly, at wholesale, retail or otherwise, in (a) the
production, distribution, license and sale of products and services and (b) the use of the Marks
and any and all trademarks, trade names, service marks, logos, insignia, slogans, emblems,
symbols, designs and other identifying characteristics we may develop for that purpose

ITEM 14
PATENTS, COPYRIGHTS AND PROPRIETARY INFORMATION

Patents and Copyrights We do not have an ownership interest in any patents or copyrights that
are material to the franchise

Confidential Operations Manual You must operate the Store in accordance with the standards
and procedures specified in the Manual One copy of the Manual will be loaned to you by us for the term
of the Franchise Agreement We may, instead of providing you with a hard copy of the Manual, make
our Manual available electronically via a password protected intranet

You must treat the Manual and any other manuals we create or approve for use in your operation
of the Store, and the information contained n them, as confidential You must also use all reasonable
efforts to maintain this information as secret and confidential and you must not duplicate, copy, record or
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otherwise reproduce these materials, in whole or in part, or make them available to any unauthorized
person The Manual remains our sole property and must be kept 1n a secure place on the Store premises

We may revise the contents of the Manual and you must comply with each new or changed
standard You must also make sure that the Manual 1s kept current at all times If there 1s a dispute
regarding the contents of the Manual, the terms of the master copy maintained by us at our home office
will be controlling

Confidential Information We claim proprietary nghts in certain of our recipes which are
included 1n the Manual and which are our trade secrets You and each of your Controlling Principals are
prohibited, during and after the term of your Agreement, from communicating, or using for the benefit of
any other person or entity, and, after the term of your Agreement, from using for your or their own
benefit, any confidential information, knowledge or know-how concerning the methods of operation of
the Store that may be communicated to you or any of your Controlling Principals or that you may learn
about, including these trade secrets You and each of your Controlling Principals may divulge this
confidential information only to your employees who must have access to 1t to operate the Store Neither
you nor your Controlling Principals are permitted at any time, without first obtaining our written consent,
to copy, record or otherwise reproduce the matenals or information nor make them available to any
unauthortzed person Any and all information, knowledge, know-how and techniques related to the
System that we communicate to you, including the Manual, recipes, plans and specifications, marketing
information and strategies and site evaluation, selection guidelines and techmiques, are considered
confidential

If we ask, you must have your General Manager and any of your personnel who have received or
will have access to confidential information sign confidentiality covenants similar to the ones described
above Your Principals also must sign these covenants We will be a third party beneficiary of these
covenants with the independent night to enforce them

If you, your Controlling Principals, General Manager or employees develop any new concept,
process or improvement 1n the operation or promotion of the Store, you must promptly notify us and give
us all necessary information, free of charge You, your Controlling Principals, General Managers' and
employees must acknowledge that any of these concepts, processes or tmprovements will become our
property and we may give the information to other franchisees

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

When you sign your agreement, you must designate and retain at all times an individual to serve
as the “General Manager” If you are an individual, we recommend that you be the General Manager
We expect that you will be actively involved in the daily operation of your Store, unless we permit you to
not be actively involved If you are not actively involved in the daily operation of your Store, then we
may communicate with and rely on the decisions made by your General Manager and you must still make
sure that your Store 1s being operated according to the terms of your Franchise Agreement and the
Manual You must also retain other personnel as are needed to operate and manage the Store At all
times the Store must be under the management of a General Manager who has satisfactorily completed
our traiming program and who has been approved by us We do not require that your General Manager
have an ownership interest 1n you

The General Manager must satisfy our educational and business criteria as provided to you 1n the
Manual or other written instructions, must be individually acceptable to us, and must be approved by us to
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act as a General Manager The General Manager must be responsible for the supervision and
management of the Store, and must devote full time and best efforts to this activity The General
Manager also must satisfy the applicable training requirements in the Franchise Agreement If the
General Manager cannot serve 1n the position or does not meet the requirements, he or she must be
replaced within 30 days after the General Manager stops serving or no longer meets the requirements

If you employ any individual as General Manager or in a managerial position who 1s at the time
employed 1n a managenal position by us or any of our affiliates, or by another of our franchisees, you
must pay the former employer for the reasonable costs and expenses the employer incurred for the
traiming of the employee, such as our training fee '

You must also obtain covenants not to compete, including covenants applicable on the
termination of the person’s relationship with you, from your General Manager and any of your other
personnel who have received or will have access to our training before employment, and any holder of a
beneficial interest in you You must have all of your management personnel sign covenants that they will
maintain the confidentiality of information they receive or have access to based on their relationship with
you Our form of Confidentiality and Non-Competition Agreement 1s included as Attachment D to the
Franchise Agreement We reserve the right, in our discretion, to decrease the period of time or
geographic scope of the non-competition covenants contained n the attachments or eliminate the non-
competition covenants altogether for any party that must sign an agreement as described in this paragraph
We will be a third party beneficiary to each of these agreements with the independent night to enforce
each agreement’s terms

We have 1dentified certain persons under the Franchise Agreement that we refer to in this
Disclosure Document as your Principals Your Principals include your spouse, if you are a married
individual, your Principals also include those of your business entity’s officers and directors (including
the officers and directors of your general partner, if applicable) whom we designate as your Principals and
all holders of an ownership interest in you and in any entity that directly or indirectly controls you, and
any other person or entity controlling, controlled by, or under common control with you

If we designate certain of your Principals as Controlling Principals, they must sign the Franchise
Agreement and agree to be individually bound by certain obligations under the Franchise Agreement,
including confidentiality and non-competition covenants and they must personally guarantee your
performance under the Franchise Agreement We typically designate your principal equity owners and
executive officers, as well as any other affiliated entities that operate Stores, as Controlling Principals

ITEM 16
RESTRICTIONS ON WHAT THE FRANCHISEE MAY SELL

You must sell or offer for sale all menu items, Propretary Products, other food products,
merchandise, and other products and services we require, 1n the manner and style we require, including
dine-1n and carry-out, as expressly authorized by us in writing You must sell and offer for sale only the
menu items, products and services that we have expressly approved in writing You must not deviate
from our standards and specifications without first obtaining our written consent  You must discontinue
selling and offering for sale any menu items, products or services that we may disapprove In writing at
any time We have the right to change the types of menu ttems, products and services offered by you at
the Store at any time, and there are no limits on our right to make those changes

You must maintain in sufficient supply and use and sell only the food and beverage items,

ingredients, Proprietary Products, merchandise, other products, matenals, supplies, and paper goods that
conform to our standards and specifications You must prepare all menu items according to our recipes
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and procedures for preparattion contained in the Manual or other written instructions, including the
measurements of ingredients You must not deviate from our standards and specifications by the use or
offer of nonconforming items or differing amounts of any items, without first obtaining our written
consent

We reserve the right to vary the menu items offered at certain Loving Cup Stores based on
regional or local tastes or ingredients If we allow a Loving Cup Store to modify i1ts menu to
accomrodate regional or local tastes or ingredients, we are not requtred to grant to you a simtlar varance
or modification

You must keep the Store very clean and maintain 1t in good repair and condition You must make
any additions, alterations, repairs and replacements, including repainting or replacement of obsolete signs,
furnishings, equipment, and decor as we may reasonably direct You must not make any changes to the
premises without obtaining our written consent before you make the changes You must obtain and pay
for any new or additional equipment, including point of sale, computer hardware and software, fixtures,
supplies and other products and matenals that you must have to offer and sell new menu items from the
Store

We reserve the right to determine the maximum prices for the goods, products and services
offered from your Store, as permitted by applicable law You must comply with the prices required by us,
but we make no guarantees or warranties that offering the products or merchandise at the required price
will enhance your sales or profits

We do not impose any other restrictions in the Franchise Agreement or otherwise, as to the goods
or services that you may offer or sell or as to the customers to whom you may offer or sell, except as
described in Item 12 You may not directly solicit customers outside of your Destgnated Territory

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.

Section n
Franchise
Provision Agreement Summary
a  Length of the franchise Section 3 1 Seven years
term
b  Renewal or extension of Section 3 2 Up to two renewal terms of five years each
the term
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Provision

Section 1n
Franchise
Agreement

Summary

C

Requirements for
franchisee to renew or
extend

Section 3 2

You must provide us with notice that you wish
to renew, be 1n comphance with the terms of
your Franchise Agreement, be current in all
payments required by the Franchise
Agreement, remodel and/or refurbish your
Store 1f we require, sign renewal Franchise
Agreement, sign general release, and pay
renewal fee We may revise the boundaries of
your Designated Ternitory on renewal_

You may be asked to sign a contract with
materially different terms and conditions than
your original contract, but the fees on renewal
will not be greater than the fees that we then
impose on simtlarly sttuated renewing
franchisees_

Termination by franchisee

Not applicable

You may terminate the Franchise Agreement
on any grounds available by law,

Termination by franchisor
without cause

Not applicable

Not applicable

Termination by franchisor
with cause

Section 1711

Each of your obligations under the Franchise
Agreement ts a matenal and essential
obligation, the breach of which may resuit in
termination,

¢ Cause” defined — curable
defaults

Sections 17 | 3 and
172

We may terminate you for cause if you fail to
cure certain defaults, including 1f you or any
of your affilates fail to pay any monies owed
to us, or our affiliates or vendors, and do not
cure within five days after notice (or longer
period required), fail to obtain signed copies of
the confidentiality and non-competition
covenants contained in the Franchise
Agreement within five days after a request, fail
to obtain and maintain required insurance
within seven days after notice, suspension of
required license or permut, use the Marks 1n an
unauthorized manner and fail to cure within 24
hours after notice, fail to maintain quality
standards, fail to cure any other default that 1s
susceptible of cure within 30 days after notice
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Provision

Section
Franchise
Agreement

Summary

h  “Cause” defined — non-
curable defaults

Sections 17 1 2 and
1713

We may terminate you for cause if you fail to
cure certain defaults, including 1f you become
insolvent, make a general assignment for
benefit of creditors, file a petition or have a
petition initiated against you under federal
bankruptcy laws, have outstanding judgments
against you for over 30 days, sell unauthorized
products or services, fail to find an accepted
location within time required, fail to remodel
when required, fail to open Store when
required, fatl to comply with any term and
condition of any sublease or related agreement
and have not cured the default within the given
cure period, abandon or lose right to the Store
premises, are convicted of a felony or other
crime that may have an adverse affect on the
System or Marks, transfer any interest without
our consent, required license permit 1s
revoked, repeated defaults, or maintain false
books or records In addition, a default under
one agreement with us may result in a
termination of all of your other agreements
with us This 1s known as a cross-default
provision

1 Franchisee’s obligations on
termination/non-renewal

Section 18

Obligations include You must stop operating
the Store and using the Marks and System and
completely de-identify the business, pay all
amounts due to us or our affiliates, return the
Manual and all other proprietary materials,
comply with confidentiality requirements, pay
liquidated damages (1f applicable), and at our
option, sell or assign to us your rights in the
Store premises and the equipment and fixtures
used 1n the business

] Assignment of contract by
franchisor

Section 14 1

We have the right to transfer or assign the
Franchise Agreement to any person or entity
without restriction However, no assignment
will be granted except to an assignee who, in
our good faith yudgment, 1s willing and able to
assume our obligations,

k  “Transfer” by franchisee —

Section 142 1

Includes sale, assignment, conveyance, pledge,

defined mortgage or other encumbrance of any interest
in the Franchise Agreement, the Store or you
, (1f you are not a natural person)
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Provision

Section 1
Franchise
Agreement

Summary

I Franchisor approval of
transfer by franchisee

Section 142 2

You must obtain our consent before
transferring any interest We will not
unreasonably withhold our consent,

m  Conditions for franchisor Section 1422 Conditions include  You must pay all amounts
approval of transfer due us or our affiliates, not otherwise be in
default, sign a general release, and pay a
transfer fee Transferee must meet our critena,
complete training to our satisfaction and sign
current Franchise Agreement
n  Franchisor’s nght of first Section 14 4 Within 30 days after notice, we have the
refusal to acquire option to purchase the transferred interest on
franchisee’s business the same terms and conditions_
o Franchisor’s option to Section 18 12 Upon termination or expiration of the

purchase franchisee’s
business

Franchise Agreement, we have the night to
purchase certain assets of the Store,

p Death or disability of
franchisee

Section 14 5

If you or a Controlling Principal are a natural
person, on death or permanent disability,
distributee must be approved by us, or
franchise must be transferred to someone
approved by us within 12 months after death or
within six months after notice of permanent
disability,

q Non-competition covenants
during the term of the
franchise

Section 103 1

You are prohibited from operating or having
an interest in a similar business without our
prior written consent_

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

Section 103 2

You and your Controlling Principals are
prohibited for two years from expiration or
termination of the franchise from operating or
having an interest 1n a simtlar business within
20 mules of any Store in the System_

s  Modification of the
agreement

Sections 10 1 5 and
192

The Franchise Agreement may not be modified
unless mutually agreed to in writing You
must comply with Manual as amended

t  Integration/merger clause

Section 192

Only the terms of the Franchise Agreement
and other related written agreements are
binding (subject to applicable federal and/or
state law) No other representations or
promises will be binding,_

u  Dispute resolution by
arbitration or mediatton

Section 19 7

Arbitration within the county where we
maintain our headquarters (currently San
Francisco County, California), subject to
applicable state and federal law
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Section m
Franchise
Provision Agreement Summary
v Choice of forum Section 19 8 The county and state where we maintain our
headquarters (currently San Francisco County,
Califormia), subject to applicable state and
federal law
w  Choice of Law Section 19 8 The state where we maintain our headquarters
(currently Califormia), subject to applicable
state and federal law
ITEM 18
PUBLIC FIGURES

We do not use any public figure to promote our franchise

ITEM 19
FINANCIAL PERFORMANCE REPRESENTATIONS

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

We do not furnish or authorize our salespersons to furnish any oral or written information
concerning the actual or potential sales, costs, income or profits of a Store, except as stated below_ We
have 3four afﬁllate operated Lovmg Cup Stores—bﬂ%—we-have—e*emdeé—eﬂe—leeaﬂen—ﬁem—the—ﬁmnﬂal

epeﬂed%%—and—wetﬂdﬂie{—pfesem—a%ﬁ—meﬂ&hs—eﬁsﬁes The following represents the hlstoncal

Gross Sales earned by the Loving Cup Stores owned and operated by our Store Affiliate at the following
locations —(1) 2356 Polk Street, San Francisco, California, opened in November 2008, and—(2) 535

Octavia Street, San Francisco, California, opened in May 2014, and (3) 298 Bon Air Center, Greenbrae,
Califorma opened 1n June 2016 The fourth affiliate operated Store, located at 2201 Union Street 1n San

Francisco, California, was opened in August 2017, The Umon Street location has been excluded from
this Item_19 since the location has not been open for a full 12 months

Polk Street Octavia Street | Bon Air Center
Location Location*& Location

Square FeetFgotage 466 1,070 516
20462017 Gross $457.655454,770 | $434;5H1498,975 $369,179
Sales_(includes Gross
Sales of smoothies) @
Sales Per Square $98269975.90 $4066-09466.33 $715.46
Foot
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Polk Street Octavia Street Bon Air Center

Location Locationxd Location
Cost of Goods Sold $HH:499103,079 | $98,939110,118 $81,636

Hx(3)

%(1) The Octavia Street location, which will be our primary traiming facility, 1s approximately
twice the size of the recommended Store location

———**  (2) Gross Sales 1s defined as the total revenue denved from the sale of goods or services
less sales tax_During 2017 our menu included smoothies Sales of smoothies accounted for a combined
total of $39,632 in Gross Sales, or 3% of total Gross Sales of $1,322,924 As of 2018, we no longer offer

smoothies

(3) Cost of Goods Sold includes beginning inventory of food and beverages, inventory purchases
for the time periods shown above, and ending inventory Cost of Goods Sold does not include overhead
(fixed costs/total number of hours open) or labor costs

These financial performance representations do not reflect the costs of sales, operating expenses,
royalty fees or other costs or expenses that must be deducted from the gross revenue or gross sales figures
to obtain your net income or profit  You should conduct an independent investigation of the costs and
expenses you will incur 1n operating a Loving Cup Store Franchisees or former franchisees, listed in this
Disclosure Document may be one source of this information

Some outlets have sold these amounts Your individual results may differ There 1s no
assurance that you will sell as much

Your revenues may vary significantly depending on a number of factors, including the location of
your Store and how you operate your business Net income will vary from Store to Store depending upon
factors such as rental or real estate costs, costs of goods sold, labor costs and other costs relating to the
operation of the Store We strongly urge you to consult with your financial advisor or personal
accountant concerning the financial analysis that you should make in determining whether or not to
purchase a Loving Cup Store

We offered substantially the same services to the Stores described in this Statement These Stores
offered -the same products and services to the public as you will-_except that Loving Cup Stores will no
longer offer smoothies as explained in_the footnotes to the above chart. The Stores report gress
satesGross Sales information to us based upon a uniform reporting system Written substantiation of the
data used in prepanng these sales figures will be made available to you upon reasonable request The
imformation presented above has not been audited

Other than the preceding financial performance representation, we do not make any
representations about a franchisee's future financial performance or the past financial performance of
company owned or franchised outlets We also do not authorize our employees or representatives to
make any such representations orally or 1n wniting If you are purchasing an existing outlet, however, we
may provide you with the actual records of that outlet If you receive any other financial performance
information or projections of your future income, you should report it to the franchisor's management by
contacting L1z Fiedler or DezDesraeli Fiedler at 376 Marin Avenue, Mill Valley, Califormia, 94941, and
(415) 795-1549, the Federal Trade Commission, and the appropriate state regulatory agencies
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ITEM 20
OUTLETS AND FRANCHISEE INFORMATION

Table No 1
Systemwide Qutlet Summary
For years 2044;-2015, 2016, 2017

Outlet Type Year S g :tﬂ(:?st:: tYhe‘:ir Outlet:hit;l;:fnd of Net Change
Franchised 20442015 0 0 0
20152016 0 0 0
20462017 0 0 0
Company- 20442015 12 2 +H0
Owned* 20152016 2 23 0+1
20462017 23 34 +1
Total Outlets 20142015 12 2 +1)
26152016 2 23 041
20162017 23 34 +1

* The Company-Owned Outlets reflected 1n the chart above are owned and operated by our Store
Affiliate

Table No 2
Transfers of Outlets from Franchisees to New Owners (other than the Franchisor)
For years 201452015, 2016, 2017

State Year Number of Transfers
None 20442015 0
26452016
20462017
Total 26342015
20152016
20162017

QI |Ie|OC|C
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Table No 3

Status of Franchised Outlets

For years 201452015, 2016, 2017
Ceased Outlets
Outlets Outlets | Termina- Non- Reacquired Operations— | at End
State Year at Start P by
pened tions Renewals Other of the
of Year Franchisor
Reasons Year
None 20+H420 0 0 0 0 0 0 0
15
2614520 0 0 0 0 0 0 0
16
204620 0 0 0 0 0 0 0
17 !
Total 201420 0 0 0 0 0 0 0
15
201520 0 0 0 0 0 0 0
16
201620 0 0 0 0 0 0 0
11
Table No 4
Status of Company-Owned Qutlets
For years 204452015, 2016, 2017
\ Outlets
Outlets Outlets Reacquired Outlets Outlets Sold Outlets
State Year at Start to at End of
Opened from Closed _
of Year Franchisee the Year
Franchisee
Califormia | 260442015 12 40 0 0 0 2
20452016 01 0 0 0 23
20462017 23 1 0 0 0 34
Total 20142015 12 10 0 0 0 2
20452016 2 01 0 0 0 23
20162017 23 1 0 0 0 34

The Outlets in the above chart are owned and operated by our Store Affiliate
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Table No 5§
Projected Openmgs as of December 31, 26162017

Franchise Projected New
Agreements Signed Projected New Company-Owned
But Qutlet Not Franchised Qutlets 1n Outlets n the Next
States Opened the Next Fiscal Yéar Fiscal Year
Califorma 0 85 13
Total 0 85 13

A list of the names of all franchisees the addresses and telephones numbers of the franchises will
be provided in Exhibit C to this disclosure document when applicable

The name, city, state and current business telephone number (or 1f unknown, the last known home
telephone number) of every franchisee who had a franchise terminated, cancelled, not renewed or
otherwise voluntarily or involuntarily ceased to do business under the Franchise Agreement during the
most recently completed fiscal year or who has not communicated with us within 10 weeks of the
1ssuance date of this disclosure document will be listed on Exhibit D to this disclosure document when
applicable If you buy this franchise, your contact information may be disclosed to other buyers
when you leave the franchise system

During the last three fiscal years, we have not had any franchisees sign confidentiality provisions
that would restrict their ability to speak openly about their experience with Loving Cup System

There are no trademark-specific orgamzations formed by our franchisees that are associated with
Loving Cup System

ITEM 21
FINANCIAL STATEMENTS

Attached to this Disclosure Document as Exhibit A isare our audited epening-balance sheet-as-of
June-23financial statements for the fiscal year ended December 31, 2017

We have not been 1n business for three years or more and cannot include all financial statements
required for Item 21

Our fiscal year end 1s December 31*

ITEM 22
CONTRACTS

Attached as Exhibits to this Disclosure Document are the following contracts and their
attachments

1 Franchise Agreement Exhibit B
2 Form of General Release Exhibit I
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ITEM 23
RECEIPTS

Two coptes of an acknowledgment of your receipt of this Disclosure Document appear at the end
of the Disclosure Document Please return one signed copy to us and retain the other for your records
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I
BARRY KNEPPER

CERTIFIED PUBLIC ACCOUNTANT
736 VERONA DRIVE MELVILLE, NEW YORK 11747

INDEPENDENT AUDITOR'S REPORT

To the Members of

Loving Cup Franchise Company, LLC |

We have audited the accompanying financial statements of Loving Cup Franchise Company, LLC (the
"Company") which comprise the balance sheet as of December 31, 2017 and the related statements of
operations, changes in member's equity and cash flows for the period inception through

December 31,2017, and the related notes to financial statements

Management's Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of this financial statement in

accordance with accounting principles generally accepted in the United States of America This includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error

Auditor's Responsibility
Our respansibility 1s to express an opinion on the financial statements based on our audit We

conducted our audit In accordance with auditing standards generally accepted in the United States of
America Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from matenal misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements The procedures selected depend on the auditor's judgment, including the
assessment of the risks of matenal misstatement of |the financial statements, whether due to fraud or
error [n making those risk assessments, the auditor| considers internal control relevant to the entity's
preparation and fair presentation of the financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity's internal control Accordingly, we express no such opinion An audst also
includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation of
the financial statements

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit optnion

Opinion

In our opinion, the financia! statement referred to above presents fairly, in all material respects, the
financial position of Loving Cup Franchise Company, LLC as of December 31, 2017, in accordance with

ay

February 24, 2018




LOVING CUP FRANCHISE COMPANY, LLC

BALANCE SHEET
DECEMBER 31, 2017
ASSETS
Cash $ 130,000
Due from affiliate 97,288
Total Assets $ 227,288

LIABILITIES AND MEMBERS' EQUITY

Members' Equity $ 227,288

Total Liabilities'and Stockholder's Equity $ 227,288

See notes to financial statements
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LOVING CUP FRANCHISE COMPANY, LLC

STATEMENTS OF OPERATIONS AND MEMBER'S EQUITY
INCEPTION THROUGH DECEMBER 31, 2017

Revenues

General and Administrative Expenses
Net Loss

Member's Equity-Beginning
Member's Contributions

Member's Equity-Ending

See notes to financial statements
3

62,712

(62,712)

290,000
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LOVING CUP FRANCHISE COMPANY, LLC
STATEMENTS OF CASH FLOWS
INCEPTION THROUGH DECEMBER 31, 2017

OPERATING ACTIVITIES
Net {Loss) $
Adjustments to reconcile net {loss) to net cash
provided by operating activities:
Changes in assets and liabilities
Due from affiliate

(62,712)

(97,288)

(160,000)

INVESTING ACTIVITIES
Member contributions

Net Increase in Cash
Cash-Beginning

Cash-Ending $

See notes to financial statements
4

290,000

130,000

130,000



LOVING CUP FRANCHISE COMPANY, LLC
NOTES TO FINANCIAL STATEMENT

1. THE COMPANY-Loving Cup Franchise Company, LLC 1s a California imited hability company that was
formed in May 2017 to offer franchises for an old fashioned dessert shoppe offering hand churned
frozen yogurt, rice pudding and beverages The franchise operates under the name “Loving Cup”

No revenues have yet been generated since the Company has not sold any franchises as of the balance
sheet date

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Accounting-The accompanying financial statement has been prepared on an accrual basis of
accounting in conformity with accounting principles generally accepted in the United States of America
Under the accrual method, revenues are recognized when earned and expenses are recognized when a
hability 1s incurred, without regard to disbursement of cash

Franchise Arrangements-The:Company's franchise arrangements generally include a hicense which
provides for payments of initial fees as well as continuing royalties to the Company based upon a
percentage of sales Under this arrangement, franchisees are granted the right to operate a mosquito
control business for a specified number of years At December 31, 2017 there were no franchisees

Concentration of Credit Risk—Financial instruments that potentially expose the Company to
concentration of credit risk primanly consist of cash and cash equivalents The balances in the
Company’s cash accounts did not exceed the Federal Deposit Insurance Company’s {(FDIC) insurance
himit of $ 250,000 The Company maintains its cash and cash equivalents with accredited financial
Institutions

Use of Estimates- The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements and the reported amounts of revenues and
expenses during the reporting period Actual resuits could vary from those estimates

Taxes on Income — The Company 1s a hmited lability corporation Income for the Company passes
through directly to the sole shareholder and is reported on the shareholder’s individual income tax
returns Therefore, no provision or hiability for federal or state income tax has been included in the
financial statements

3. RELATED PARTY TRANSACTION- The Company has made advances from time to time to a Company
with common ownership The advances are due on demand and are not interest bearing The amount
due at December 31, 2017 is $97,288

4 SUBSEQUENT EVENTS- The Company evaluates events that have occurred after the balance sheet
date but before the financial statements are issued Based upon the evaluation, the Company did not
identify any recognized or non-recognized subsequent events that would have required further
adjustment or disclosure in the financial statements Subsequent events have been evaluated through
February 23,2018
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LOVING CUP FRANCHISE COMPANY LLC

FRANCHISE AGREEMENT

THIS FRANCHISE AGREEMENT (the “Agreement’) 1s made and entered into by and
between Loving Cup Franchise Company LLC, a Califorma limited hability company having its principal
place of business at 376 Marin Avenue, Mill Valley, California, 94941 (“we”, “us” or “our”) and

, a corporation/limited liability company/partnership, having 1its
principal place of business at (‘ you” or “your”) on the date
this Agreement 1s executed by us below (the “Effective Date™)

WITNESSETH

WHEREAS, as the result of the expenditure of time, skill, effort and money, we and our affiliate
have developed and own a umique and distinctive system (heremnafter “System™) relating to the
establishment and operation of a new, old fashioned dessert concept offering frozen yogurt, rice pudding
and beverages operating under the name “Loving Cup” (“Store” or “Franchised Business”) Each Store
will offer take-out and limited dine-in service and may, with our prior consent, offer limited catering
service,

WHEREAS, the distinguishing characteristics of the System include, without hmitation,
distinctive exterior and nterior design, decor, color scheme, and furmishings, proprietary products and
ingredients, proprietary recipes and special menu items, uniform standards, specifications, and procedures
for operations, quality and uniformity of products and services offered, procedures for inventory,
management and financial control, training and assistance, and advertising and promotional programs, all
of which may be changed, improved, and further developed by us from time to time,

WHEREAS, the System 1s identified by means of certain trade names, service marks,
trademarks, logos, emblems and indicia of ongin, including, but not limited to, the mark “Loving Cup”
and such other trade names, service marks, and trademarks as are now designated (and may hereafter be
designated by us in writing) for use in connection with the System (hereinafter referred to as “Marks™),

WHEREAS, we and our affiliate continue to develop, use and control the use of such Marks n
order to identify for the public the source of services and products marketed thereunder and under the
System, and to represent the System’s high standards of quality, appearance and service,

WHEREAS, you understand and acknowledge the importance of our high standards of quality,
cleanliness, appearance and service and the necessity of operating the business franchised hereunder in
conformity with our standards and specifications, and

WHEREAS, you desire to use the System in connection with the operation of a Store at the
location accepted by us as herein provided, as well as to receive the training and other assistance provided
by us in connection therewith

NOW, THEREFORE, the parties, in consideration of the mutual undertakings and commttments
set forth herein, the receipt and sufficiency of which are hereby acknowledged, agree as follows

Loving Cup/FA-84eQ2



ARTICLE 1
GRANT

11 Grant of Franchise

In rehance on the representations and warranties of you and your Controlling Principals (as
defined in Section 19 17) hereunder, we hereby grant to you, upon the terms and conditions in this
Agreement, the nght and license, and you hereby accept the right and obligation, to operate a Loving Cup
Store under the Marks and the System in accordance with this Agreement You and the Controlling
Princtpals have represented to us that you have entered into this Agreement with the intention to comply
fully with the oblhigations to construct a Store hereunder and not for the purpose of reselling the rights to
develop the Store hereunder You and the Controlling Principals understand and acknowledge that we
have granted such nights in reliance on the business skill, financtal capacity, personal character of, and
expectations of performance hereunder by, you and the Controlling Principals and that this Agreement
and the rights and obligations hereunder may not be transferred until after the Store 1s open for business to
the public 1n accordance with Section 2 6, and then only in accordance with Article 14 hereof

12 Accepted Location

The specific street address of the Store location accepted by us shall be set forth in Attachment A
(“Location” or “Accepted Location”) when such Location 1s determined You shall not relocate the Store
without our express prior writen consent, which consent shall not be unreasonably withheld This
Agreement does not grant to you the right or license to operate the Store or to offer or sell any products or
services described under this Agreement at or from any location other than the Accepted Location

13 Relocation

If you are unable to continue the operation of the Store at the Accepted Location because of the
occurrence of a force majeure event (as described in Section 17 1 3(e)) and the Accepted Location cannot
be repaired within sixty (60) days after such force majeure event, then you may request our approval to
relocate the Store to another location n the Designated Territory, as that term 1s defined below, which
approval shall not be unreasonably withheld Any other relocation outside the Designated Territory or a
relocation of the Store not caused by force majeure shall also be subject to our prior approval If we elect
to grant you the right to relocate the Store, then you shall comply with the site selection and constriction
procedures set forth m Article 2 Upon our approval of your relocation request, you shall pay to us a
relocation fee 1n an amount equal to twenty-five percent (25%) of our then-current 1nitial franchise fee for
a single unit franchise

14 Designated Territory

Upon the execution of this Agreement or when the Accepted Location 1s determined, whichever
occurs later, you may be assigned a territory (the “Designated Territory™) that will also be described n
Attachment A You understand and acknowledge that 1f your Accepted Location 1s a Non-Traditional
Site (as described in Séction 1 5 below) you will not receive a Designated Territory

Except as provided in this Agreement, and subject to your and the Controlling Principals’
material complhiance with this Agreement, any other agreement among you or any of your affihates
(defined for the purposes hereof as any entity that 1s controlled by, controlling or under common control
with such other entity) and us, we shall not establish or authorize any other person or entity, other than
you, to establish a Store in the Designated Ternitory during the term of this Agreement and any extensions
hereof  You acknowledge and understand that the nghts granted hereunder pertain only to the
establishment of a Store  You acknowledge and agree that our affiliates currently operate, or may 1n the
future operate, stores under different marks and with operating systems that are the same as or similar to

Loving Cup/FA-04e02 2



the System, and that any such Stores might compete with your Store You further agree and acknowledge
that the license granted hereby 1s only for the operation of one (1) Store and only at a location accepted by
us

15 Our Reserved Rights

151 Nothing m this Agreement will prohibit us from (a) operating and/or franchising
others to operate Stores 1dentified in whole or 1n part by the Proprietary Marks and/or utilizing the System
in the Designated Territory that are located in gas stations or convenience stores, transportation facilittes,
including airports, train stations, subways and rail and bus stations, military bases and government
offices, sports facilities, including stadiums and arenas, amusement parks, zoos and convention centers,
car and truck rest stops and travel centers, educational facilities, recreational theme parks, hospitals,
business or industrial foodservice venues, venues 1n which foodservice 1s or may be provided by a master
concessionatre or contract foodservice provider, Indian reservations, casinos, or any similar captive
market location not reasonably available to you (“Non-Traditional Site”), (b) awarding national, regional
or local licenses to third parties to sell products under the Proprietary Marks 1n foodservice facilities
primarily identified by the third party’s trademark, (c) merchandising and distributing products 1dentified
by the Proprietary Marks 1n the Designated Territory through any method or channel of distribution other
than through the operation of a Store, including distribution of proprietary products through grocery
stores, club stores and ethnic food stores, (d)selling and distributing products 1dentified by the
Proprietary Marks in the Designated Territory to stores other than Stores identified by the Proprietary
Marks, provided those stores are not licensed to use the Proprietary Marks in connection with their retail
sales, (e) selling products and services through other channels of distribution, including the internet,
wholesale, mail order and catalogue, (f) developing and/or owning other franchise systems for the same
or similar products and services using trade names and trademarks other than the Proprietary Marks, and
(g) purchasing, being purchased by, merging or combining with, businesses that we deem to offer direct
competition to Loving Cup Stores

152 You understand and acknowledge that if any Non-Traditional Site (as described
above) 1s located within the physical boundaries of your Designated Territory, then the premises of this
Non-Traditional Site will not be included 1n your Designated Territory and you will have no rights to this
Non-Traditional Site

153 This Section 15 does not prohibit us or our affiliates from (a) operating and
franchising others to operate, during the Initial Term, Loving Cup Stores at any location outside of the
Designated Territory, (b) operating and franchising others to operate, after this Agreement terminates or
expires, Loving Cup Stores at any location, including locations inside the Designated Territory, and
(c) operating and franchising others to operate at any location, during or after the Initial Term, any type of
Store other than a Loving Cup Store

154 The restrictions contained 1in this Section do not apply to Loving Cup Stores in
operation, under lease or construction or other commitment to open in the Designated Territory as of the
Effective Date

155 Except as expressly limited by this Section 15, we and our affiliates have the
right to conduct any business activities, under any name, in any geographic area and at any location,
regardless of the proximity to the Store or the economic effect on your Store or activities under this
Agreement

Loving Cup/FA-64e02 3



16 Forms of Agreement

You acknowledge that, over time, we have entered, and will continue to enter, into agreements
with other franchisees that may contain provisions, conditions and obligations that differ from those
contatned n this Agreement The existence of different forms of agreement and the fact that we and other
franchisees may have different rnights and obligations does not affect our or your duties to comply with the
terms of this Agreement

ARTICLE 2
SITE SELECTION, PLANS AND CONSTRUCTION

21 Your Responsibility to Locate a Site

You assume all cost, liability, expense and responsibility for locating, obtaining and developing a
site for the Store within the Designated Territory, and for constructing and equipping the Store at such
site  You shall not make any binding commitment to a prospective vendor or lessor of real estate with
respect to a site for the Store unless the site 1s accepted by us as set forth below You acknowledge that
the location, selection, procurement and development of a site for the Store 1s your responsibility, that in
discharging such responsibility you shall consult with real estate and other professionals of your
choosing, unless we designate a supplier for these services, and that our approval of a prospective site and
the rendering of assistance in the selection of a site does not constitute a representation, promise, warranty
or guarantee, express or implied, by us that the Store operated at that site will be profitable or otherwise
successful

22 Site Selection

221 If you do not already have possession of a location that we have accepted upon
your execution of this Agreement, then within ninety (90) days of the date this Agreement 1s executed you
shall locate a site for the Store that satisfies the site selection guidelines provided to you by us pursuant to
Section 5 1 and submit to us 1n the form spectfied by us a description of the site, including evidence
reasonably satisfactory to us demonstrating that the site satisfies our site selection guidehines, together
with such other information and materials as we may reasonably require, including, but not hmited to, a
letter of intent or other evidence satisfactory to us which confirms your favorable prospects for obtaining
the site  We shall have up to thirty (30) days after receipt of this information and materials to accept or
decline, in our sole discretion, the proposed site as the location for the Store  We will use our best efforts
to respond to your request within seven (7) days after our receipt of all required information We may, 1f
we determine 1t 1s necessary, conduct one (1) on-site evaluation of the proposed location for the Store
No site may be used for the location of the Store unless 1t 1s first accepted in writing by us  You
acknowledge and agree that our acceptance of a location for the Store 1s not a warranty or guaranty,
express or implied, that you will achieve any partiCular level of success at the location or that your Store
will be profitable Our acceptance of a location for the Store only signifies that the location meets our
then-current minimum criteria for a Loving Cup Store We reserve the right to approve deviations from
our site selection standards based on the individual factors and components of a particular site, but any
such approvals shall be granted in our sole discretion If you are unable to locate a site for your Store
within mnety (90) days after this Agreement 15 executed, we may provide you with an extension of this
timeframe or we may terminate this Agreement

222 Ifyou elect to purchase the premises for the Store, you shall submit a copy of the
proposed contract of sale to us for our written approval prior to its execution and shall furnish to us a copy
of the executed contract of sale within ten (10) days after execution If you will occupy the premises of
the Store under a lease or sublease, you shall submit a copy of the lease or sublease to us for written
acceptance prior to its execution and shall furnish to us a copy of the executed lease or sublease within ten
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(10) days after execution No lease or sublease for the Store premises shall be accepted by us unless a
Collateral Assignment of Lease, prepared by us and executed by us, you and the lessor or sublessor, in
substantially the form attached as Attachment B, 1s attached to the lease and incorporated therein We
shall have ten (10) days after receipt'of the lease, sublease or the proposed contract of sale to erther accept
or decline such documentation prior to its execution If we do not provide our specific approval of the
lease, sublease or contract of sale within this ten (10) day period, then tt shall be deemed not accepted

223 After we have accepted the location for your Store and that Accepted Location 1s
acquired by you pursuant to this Agreement, the Accepted Location and your Designated Territory shall
be descrnbed 1in Attachment A

23 Zoning Clearances, Permits and Licenses

You shall be responsible for obtaining all zoning classifications and clearances which may be
required by state or local laws, ordinances or regulations or which may be necessary as a result of any
restrictive_covenants relating to the Accepted Location Prior to beginning the construction of the Store,
you shall (1) obtain all permits, licenses and certifications required for the lawful construction or
remodeling and operation of the Store, and (1) certify 1in writing to us that the insurance coverage
specified 1n Article 12 1s n full force and effect (or provide us with a certificate of insurance evidencing
coverage) and that all required approvals, clearances, permits and certifications have been obtained
Upon written request, you shall provide to us additional copies of your insurance policies or certificates of
insurance and copies of all such approvals, clearances, permits and certifications

24 Design of Store

You must obtain any architectural, engineering and design services required for the construction
of the Store at your own expense from an architectural design firm approved or designated by us You
shall adapt the prototypical architectural and design plans and specifications for construction of the Store
provided to you by us in accordance with Section 5 3 as necessary for the construction of the Store and
shall submit such adapted plans to us for our review Such plans must comply with applicable laws
(including the Americans with Disabilities Act), ordinances and building codes for the city and state in
which the Store will be located If we determine, 1n our reasonable discretion, that any such plans are not
consistent with the best interests of the System, we may prohibit the implementation of such plans, and in
this event will notify you of any objection(s) within ten (10) days of recerving such plans If we fail to
notify you of an objection to the plans within this time period, you may use such plans If we object to
any such plans, we shall provide you with a reasonably detailed list of changes necessary to make the
plans acceptable We shall, upon a re-submission of the plans with such changes, notify you within ten
(10) days of receiving the resubmitted plans whether the plans are acceptable If we fail to notify you in
writing of any objection within such time period, you may use the resubmitted plans You acknowledge
that our review of such plans relates only to compliance with the System and that acceptance by us of
such plans does not constitute a representation, warranty, or guarantee, express or tmplied, by us that such
plans are accurate or free of error concerning their design or structural application, or that such plans
comply with any laws, ordinances or building codes applicable to the Accepted Location

25 Build-Out of Store

You shall commence and diligently pursue construction or remodeling (as applicable) of the
Store  Commencement of construction shall be defined as the time at which any site work 1s 1nitiated by
you or on your behalf at the location accepted for the Store Site work includes, without hmitation,
paving of parking areas, installing outdoor lighting and sidewalks, extending utilities, demising of interior
walls and demolishing of any existing premises During the time of construction or remodeling, you shail
provide us with such periodic reports regarding the progress of the construction or remodeling as may be
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reasonably requested by us In addition, we may make such on-site inspections as we may deem
reasonably necessary to evaluate such progress You shall notify us of the scheduled date for completion
of construction or remodeling no later than thirty (30) days prior to such date Within a reasonable time
after the date of completion of construction or remodeling, we may, at our option, conduct an inspection
of the completed Store You acknowledge and agree that you will not open the Store for business without
our written authorization and that authorization to open shall be conditioned upon your strict compliance
with this Agreement and your certification to us, in the form attached hereto as Attachment K, that the
Store has been constructed in compliance with the Americans with Disabilities Act

26 Opening Date, Time 1s of the Essence

You achnowledge that time '1s of the essence Subject to your compliance with the conditions
stated below, you shall open the Store and commence business not later than four (4) months after the
date the Accepted Location 1s determined The date the Store actually opens for business to the public 1s
herein called the “Opening Date” Prior to opening, you shall complete all exterior and nterior
preparations for the Store, including installation of equipment, fixtures, furnishings and signs, pursuant to
the plans and specifications reasonably approved by us, and shall comply with all of your other pre-
opening obligations, including, but not limited to, those obligations described in Sections 6 2 through 6 7,
to our reasonable satisfaction If you fail to reasonably comply with any of such obligations, except for
delay caused by a force majeure event as described 1n Section 17 1 3(e), we shall have the nght to
prohibit you from commencing business Prior to opening the Franchised Business, and before any
renovation to the Franchised Business, you shall execute an Americans with Disabihities Act Certification
in the form attached to this Agreement as Attachment K that certifies in writing to us that the Franchised
Business and any proposed renovations comply with the Americans with Disabilities Act  If you are
unable to open your Store within the timeframe required herein, we may provide you with an extension of
this timeframe or we may terminate this Agreement

ARTICLE 3
TERM AND RENEWAL

31 Term

Unless sooner terminated as provided in Article 17 hereof, the term of this Agreement shall
continue from the date stated on the first page hereof for a period of seven (7) years (“Imtial Term™)

32 Renewal

If you satisfy each of the requirements set forth below, you may renew for up to two (2)
additional terms of five (5) years each

321 You shall have been, throughout the imitial term of this Agreement (and any
previous and then-current renewal term, as the case may be), in substantial compliance, and at the
expiration of such lmitial Term (and any previous and then-current renewal term, as the case may be) are
in full compliance, with this Agreement, your lease or sublease and all other agreements between you and
us or companies or persons associated or affiliated with us

322 You shall, within six (6) months before the expiration of the Initial Term or then-
current renewal term, as the case may be, but not later than three (3) months before the expiration of the
Imtial Term or then-current renewal term, as the case may be, provide written notice to us that you wish
to renew this Agreement, and we, in turn, shall provide you with any documents that you are required to
execute for the renewal term, which documents may include, but are not limited to, a general release, our
then-current Franchise Agreement and all other ancillary agreements, instruments and documents then
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customarily used by us in the granting of Loving Cup franchises (all of which will contain terms and fees
substantially the same as those included 1n Franchise Agreements being executed at the time of renewal,
and which will not obligate you to pay a further initial franchise fee, but will require payment of the then-
current renewal fee) (the * Renewal Franchise Documents™)

323 You shall execute the Renewal Franchise Documents and all other documents
and 1nstruments that we require 1n order to renew this Agreement You shall return the executed Renewal
Franchise Documents to us, together with payment of a renewal fee equal to Five Thousand Dollars
($5,000), by no later than the expiration date of the Imitial Term If we do not receive the executed
documents and renewal fee by such expiration date, then this Agreement shall expire, you shall have no
further nghts under this Agreement, and you shall comply with the provisions of Article 18 and any other
provisions that survive termination or expiration of this Agreement

324 After we have received from you all executed Renewal Franchise Documents and
the renewal fee, we shall inspect your Store to determine the extent of any required updating, remodeling,
redecorating or other refurbishment for the Store in order to bring the Store up to our then-current image
and standards for new Loving Cup Stores We will provide notice to you of the modifications you shall
be required to make and you shall have six (6) months from the date of such notice to effectuate such
modifications  If you fail or refuse to make the required modifications, we shall have the nght to
terminate the Renewal Franchise Documents

325 As part of the process of renewing this Agreement, we reserve the right to re-
evaluate your then-existing Designated Temitory according to certain demographics, including
population Since your Designated Territory includes a certain minimum population, your Designated
Territory under the renewal Franchise Agreement will be modified to accommodate shifts and changes in
population Our mntent 1s to make the target demographics of your renewal Designated Territory similar
to the target demographics of your original Designated Territory A re-evaluation of your Designated
Territory may result in your renewal Designated Ternitory being smaller or larger than your original
Designated Territory We cannot guarantee that you will achieve any particular level of success with the
renewal Designated Territory or that your results will be the same as or similar to your results from
operating 1n the original Designated Territory

33 Refusal to Renew Franchise Agreement

We can refuse to renew your franchise 1f your lease, sublease or other document by which you
have the right to occupy the Accepted Locatton 1s not extended before your renewal term 1s to take effect
to cover the period of the renewal or 1f you do not have a written commitment from your landlord to
renew the lease or sublease for a period at least equal to the renewal term  We may also refuse to renew
your franchise under other circumstances, including, but not limited to, your failure to substantially
comply with the terms of this Agreement, your failure to pay amounts owed to us when due, or your
farlure to cure of any defaults incurred during the initial term of this Agreement, 1f applicable

34 Renewal Under Law

Even though we decline the renewal of your franchise, 1t 1s possible that we can be required to
renew 1t under a law, rule, regulation, statute, ordinance, or legal order that 1s applicable at the ime If
that happens, to the extent it 1s allowed by the applicable law, rule, regulation, statute, ordinance or order,
your renewal term will be subject to the conditions of the Franchise Agreement we are using for new
franchisees at the time the renewal period begins If we are not then offering new franchises, your
renewal period will be subject to the terms wn the then-current Franchise Agreement that we indicate If
for any reason that 1s not allowed, the renewal term will be governed by the terms of this Agreement
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35 Your Election Not to Renew

For the purposes hereof, you shall be deemed to have irrevocably elected not to renew the
Franchise hereunder (and the optton to do so shall thereupon terminate) if you fail to execute and return to
us any of the Renewal Franchise Documents required by us for a renewal franchise, together with
payment of our then-current renewal fee, or 1f you provide wrnitten notice to us within the final sixty (60)
days of the imitial term or then-current renewal term, as the case may be, indicating that you do not wish
to renew this Agreement

ARTICLE 4
FEES

41 Initial Franchise Fee

You shall pay to us an mitial franchise fee of Thirty Thousand Dollars ($30,000) which shall be
paid upon the execution of this Agreement, subject to any discount to which you may be entitled as
described below If this Agreement 1s for your second (2") or later Store, the 1mitial franchise fee shall be
two-thirds (2/3) of our then-current mitial franchise fee without further discount The amount of the
init1al franchise fee when so paid shall be deemed fully earned in consideration of the administrative and
other expenses incurred by us in granting the franchise hereunder and for our lost or deferred opportunity
to grant such franchise to any other party and shall not be refundable

411 If this Agreement 1s for a conversion franchise, the initial franchise fee shall be
as set forth on the Addendum attached hereto as Attachment M

412 If you are a qualified United States veteran and this Agreement 1s for your first
(1*Y) Loving Cup Store franchise, the initial franchise fee payable hereunder shall be equal to eighty-five
percent (85%) of the mnal franchise fee set forth above for a single unit franchise, or Twenty-Five
Thousand Five Hundred Dollars ($25,500)

No other discounts are provided and discounts cannot be combined If you qualify for more than
one discount, the greater discount you qualify for will be granted

42 Royalty Fees

421 During the term of this Agreement, you shall pay to us, in partial consideration
for the rights herein granted, a continuing weekly royalty fee of seven percent (7%) of Gross Sales
(“Royalty Fee”) Such royalty fee shall be due and payable on Wednesday of each week based on the
Gross Sales for the preceding week ending Sunday, provided that such day is a business day If the date
on which such payments would otherwise be due 1s not a business day, then payment shall be due on the
next business day

422 Each such royalty fee shall be preceded by a royalty report itemizing the Gross
Sales for the preceding week ending Sunday (“Royalty Report™) and any other reports required hereunder
Notwithstanding the foregoing, you shall provide us with such Royalty Report by Tuesday of each week
by modem or, 1f not reasonably available, by facsimile transmission or such other method of delivery as
we may reasonably direct As stated herein, we have the night to poll your point of sale system directly to
obtain such Gross Sales information, but this does not diminish your responsibility to provide us with the
required Royalty Report

423 If any state imposes a sales or other tax on the Royalty Fees, then we have the
right to collect this tax from you
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43 Brand Development Fee

In addition to the Royalty Fee described in Section 4 2 above, you agree to pay to us a Brand
Development Fee in an amount equal to up to two percent (2%) of the Store’s Gross Sales As of the
Effective Date, the Brand Development Fee payable hereunder shall be equal to one percent (1%) of
Gross Sales We shall have the right, with sixty (60) days’ prior written notice to you, to increase the
Brand Development Fee up to the maximum amount stated herein

Such amount shall be contributed to a Brand Development Fund maintained by us, as described in
Section 8 3 below If the Brand Development Fund has not yet been established when this Agreement 1s
executed by you and us, then you shall begin paying this advertising fee upon thirty (30) days’ advance
notice from us that the Brand Development Fund has been established The Brand Development Fee 1s
payable to us at the same time and 1n the same manner as the Royalty Fee

We may periodically receive allowances, rebates or other payments from approved suppliers
based on purchases from such suppliers by our franchisees, and we may elect to contribute such
allowances, rebates or other payments to the Brand Development Fund  You understand and
acknowledge, however, that any such contribution of these amounts by us to the Brand Development
Fund does not in any manner dimimish or eliminate your responsibility to pay the Brand Development
Fee

44 Payments to Us

By executing this Agreement, you agree that we shall have the rnight to withdraw funds from your
designated bank account by electronic funds transfer (“EFT”) in the amount of the Royalty Fee, Brand
Development Fee, Technology Fee, and any other payments due to us and/or our affihates, including
purchases from us and/or our affiliates If you do not provide the Royalty Report when required, we may
debtt your account for one hundred twenty percent (120%) of the last Royalty Fee and Brand
Development Fee that we debited If the Royalty Fee and Brand Development Fee we debut are less than
the Royalty Fee and Brand Development Fee you actually owe to us, once we have been able to
determine the Store’s true and correct Gross Sales, we will debit your account for the balance on a day we
specify If the Royalty Fee and Brand Development Fee we debit are greater than the Royalty Fee and
Brand Development Fee you actually owe, we will credit the excess against the amount we otherwise
would debit from your account during the following week You shall, upon execution of this Agreement
or at any time thereafter at our request, execute such documents or forms as we or your bank determine
are necessary for us to process EFTs from your designated bank account for the payments due hereunder
If payments are not received when due, interest may be charged by us in accordance with Section 4 5
below Upon written notice to you, you may be required to pay such fees directly to us in lieu of EFT, at
our sole discretion

45 Interest on Overdue Amounts

You shall not be entitled to withhold payments due us under this Agreement on grounds of
alleged non-performance by us hereunder Any payment or report not actually received by us on or
before 1ts due date shall be deemed overdue Time 1s of the essence with respect to all payments to be
made by you to us All unpaid obligations under this Agreement shall bear interest from the date due
until paid at the greater of (1) eighteen percent (18%) per annum, or (11) the maximum rate allowed by
applicable law  Notwithstanding anything to the contrary contamned herein, no provision of this
Agreement shall require the payment or permit the collection of interest in excess of the maximum rate
allowed by applicable law If any excess of interest 1s provided for herein, or shall be adjudicated to be so
provided 1n this Agreement, the provisions of this paragraph shall govern and prevail, and neither you nor
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your Controlling Principals shall be obligated to pay the excess amount of such interest If for any reason
interest 1n excess of the maximum rate allowed by applicable law shall be deemed charged, required or
permutted, any such excess shall be applied as a payment and reduction of any other amounts which may
be due and owing hereunder, and 1f no such amounts are due and owing hereunder then such excess shall
be repaid to the party that paid such interest

46 Defimtion of Gross Sales

“Gross Sales” shall mean the total selling price of all services and products and all income of
every other kind and nature related to the Store, whether for cash or credit and regardless of collection in
the case of credit If a cash shortage occurs, the amount of Gross Sales will be determined based on the
records of the point of sale system and any cash shortage will not be considered in the determination
Gross Sales expressly excludes taxes collected from your customers and paid to the appropriate taxing
authority and customer refunds or adjustments

417 Insufficient Funds Fees

If there are not sufficient funds in your account to permit us to debit the account for the payments
you owe us, you will pay to us an insufficient funds fee equal to One Hundred Dollars ($100) This fee 1s
in addition to 1nterest on any overdue amount, as described in Section 4 5 above, and any fees charged by
your bank If you incur three (3) insuffictent funds fees within any twelve (12) month period, we may
terminate this Agreement without providing you the opportunity to cure the default

48 Payment of Additional Fees

You shall pay such other fees or amounts described in this Agreement

ARTICLE 5
OUR OBLIGATIONS

We agree to provide the services described below with regard to the Store

51 Site Selection Guidelines

We will provide our written site selection guidelines and such site selection assistance as we may
deem advisable

52 On-Site Evaluation

We will, if we deem 1t necessary, conduct one (1) on-site evaluation of a site that you propose to
us for your Store, provided that we have received all required information and materials concerning such
site prepared pursuant to Article'2

53 Design Plans '

We will provide, on loan, one (1) set of prototypical architectural and design plans and
specifications for a Store You shall, at your expense, have such architectural and design plans and
specifications adapted for construction of the Store in accordance with Article 2 using an architect or
design that we have approved or designated

54 Confidential Operations Manual

We will provide, on loan, one (1) set of Confidential Operations Manuals and such other manuals
and written materials as we shall have developed for use in the Franchised Business (as the same may be

Loving Cup/FA-81e02 10



revised by us from time to time, the “Manuals™), as more fully described in Section 10 1  The Manuals
may, 1n our discretion, be provided electronically or via an intranet website for all Loving Cup Stores 1n
the System

55 Visits and Evaluations

We will visit the Store and evaluate the products sold and services rendered theremn from time to
time as reasonably determined by us, as more fully described 1n Section 75 6

56 Marketing and Promotional Materials

We shall have the rnight to review and approve or disapprove all marketing and promottonal
materials that you propose to use, pursuant to Article 8

57 Management and Operations Advice

We will provide advice and written materials concerning techniques of managing and operating
the Store from time to time developed by us, including new developments and improvements in Store
equipment, food products and the packaging and preparation thereof, and menu items Notwithstanding
the foregoing, you understand and acknowledge that we reserve the night, in our sole discretion, to grant
to certain Loving Cup Stores variances from our standard menu to accommodate regional or local tastes
or ngredients Nothing in this Agreement requires us to grant to you a similar variance

58 Products for Resale

From time to time and at our reasonable discretion, at a reasonable cost, we shall make available
for resale to your customers certain merchandise 1dentifying the System, such as logoed merchandise and
memorabilia, and other proprietary products in sufficient amounts to meet customer demand We may
specify that you must purchase such merchandise from us, our affiliate, or another designated supplier

59 Approved Supphers

We will provide a list of approved suppliers as described 1n Section 7 4 from time to time as we
deem appropnate

510 Imtial Tramng Program

We will provide an mnitial training program for up to two (2) people, as well as other training
programs in accordance with the provisions of Section 6 4

511 Opening Assistance

We will provide on-site opening assistance at the Store in accordance with the provisions of
Section 6 4

512  Brand Development Fund, Marketing Cooperatives

We will establish and administer a brand development fund and/or marketing cooperatives in
accordance with Article 8
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ARTICLE 6
YOUR AGREEMENTS, REPRESENTATIONS, WARRANTIES AND COVENANTS

61 Use Commercially Reasonable Efforts

Each of you and the Controlling Principals covenants and agrees that they shall make all
commercially reasonable efforts to operate the Store so as to achieve optimum sales

62 Representations of Corporate Entity

If you are a corporation, limited hability company, or partnership, you and the Controlling
Principals represent, warrant and covenant that

621 You are duly orgamized and vahdly existing under the state law of your
formation,

622 You are duly qualified and are authorized to do business in each jurisdiction in
which your business activities or the nature of the properties owned by you require such qualification,

623 Your corporate charter, operating agreement, or written partnership agreement
shall at all times provide that your activities are confined exclusively to the operation of the Store, unless
otherwise consented to in writing by us,

624 The execution of this Agreement and the consummation of the transactions
contemplated hereby are within your corporate power, 1f you are a corporation, or if you are a limited
lrability company, permitted under your operating agreement, or 1f you are a partnership, permitted under
your written partnership agreement and have been duly authorized by you,

625 If you are a corporation or a limited iability company, copies of your articles of
incorporation, bylaws, operating agreement, other governing documents, any amendments thereto,
resolutions of the Board of Directors authorizing entry into and performance of this Agreement, and any
certificates, buy-sell agreeinents or other documents restricting the sale or transfer of stock of the
corporation, and any other documents as may be reasonably required by us shall be furnished to us prior
to the execution of this Agreement, or, If you are a partnership, copies of your written partnership
agreement, other governing documents and any amendments thereto shall be furmished to us prior to the
execution of this Agreement, including evidence of consent or approval of the entry into and performance
of this Agreement by the requisite number or percentage of partners, if such approval or consent is
required by your written partnership agreement,

626 If you are a corporation, partnership or other form of legal entity other than an
individual, the ownership interests in you are accurately and completely described in Attachment C
Further, if you are a corporation, you shall maintain at all times a current hst of all owners of record and
all beneficial owners of any class of voting secunties in you or, if you are a partnership or other form of
legal entity, you shall maintain at all times a current list of all owners of an interest in the partnership or
entity You shall immediately provide a copy of the updated list of all owners to us upon the occurrence
of any change of ownership and otherwise make your list of owners available to us upon reasonable
written request,

627 If you are a corporation, you shall maintain stop-transfer instructions against the
transfer on your records of any of equity securities and each stock certificate representing stock of the
corporation shall have conspicuously endorsed upon 1t a statement 1n a form satisfactory to us that 1t 1s
held subject to all restrictions imposed upon assignments by this Agreement [f you are a partnership or
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limited hability company, your written agreement shall provide that ownership of an interest in the entity
1s held subject to all restrictions imposed upon assignments by this Agreement,

628 You must have provided us with your most recent financial statements Such
financial statements present fairly your financial position, at the dates indicated therein and with respect
to you, the results of your operations and your cash flow for the years then ended You agree that you
shall maintamn at all times, during the term of this Agreement, sufficient working capital to fulfill your
obligations under this Agreement Each of the financial statements mentioned above shall be certified as
true, complete and correct and shall have been prepared in conformity with generally accepted accounting
principles applicable to the respective periods involved and, except as expressly described in the
applicable notes, applied on a consistent basts No matenal habilities, adverse claims, commitments or
obligations of any nature exist as of the date of this Agreement, whether accrued, unliquidated, absolute,
contingent or otherwise, which are not reflected as habilities on your financial statements

629 If, after the execution of this Agreement, any person ceases to qualify as one of
your Principals (defined in Section 19 17) or if any individual succeeds to or otherwise comes to occupy a
position which would upon designation by us, qualify him as one of your Principals, you shall notify us
within ten (10) days afier any such change and, upon designation of such person by us as one of your
Principals or as a Controlling Principal, as the case may be, such person shall execute such documents
and mstruments (including, as applicable, this Agreement) as may be required by us to be executed by
others in such positions,

6210 Your Principals shall.each execute and bind themselves to the confidentiality and
non-competitton covenants set forth in the Confidentiality and Non-Competition Agreement which forms
Attachment D to this Agreement (see Sections 1022 and 103 4) The Controlling Principals shall,
Jomntly and severally, guarantee your performance of all of your obligations, covenants and agreements
hereunder pursuant to the terms and conditions of the guaranty contained herein, and shall otherwise bind
themselves to the terms of this Agreement as stated herein, and

6211 You and the Controlling Principals acknowledge and agree that the
representations, warranties and covenants set forth above 1n Sections 6 2 | through 6 2 10 are continuing
obligations of you and the Controlling Principals, as applicable, and that any failure to comply with such
representations, warranties and covenants shall constitute a material event of default under this
Agreement You and the Controlling Principals will cooperate with us 1n any efforts made by us to verify
compliance with such representations, warranties and covenants

63 General Manager

You shall designate and retain at all times a general manager (“General Manager™) to direct the
operation and management of the Store The General Manager shall be responsible for the daily
operation of the Store and may be one of the Controlling Principals The General Manager shall, during
the entire pertod he/she serves as General Manager, meet the following qualifications

631 The General Manager shall satisfy our educational and business experience
criteria as set forth in the Manuals as defined herein or otherwise 1in writing by us,

632 The General Manager shall devote full ime and best efforts to the supervision
and management of the Store,

633 The General Manager shall be an individual acceptable to us, and
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634 The General Manager shall satisfy the training requirements set forth n
Section 6 4 If, during the term of this Agreement, the General Manager 1s not able to continue to serve in
such capacity or no longer qualifies to act as such in accordance with this Section, you shall promptly (not
later than seven (7) days after the event) notify us and designate a replacement within thirty (30) days
after the General Manager ceases to serve, such replacement being subject to the same qualifications
listed above (including completing all training and obtaining all certifications required by us) You shall
provide for interim management of the Store until such replacement 1s so designated, such interim
management to be conducted in accordance with the terms of this Agreement Any failure to matenally
comply with the requirements of this Section 6 3 shall be deemed a matenal event of default under
Section 17 1 3(0) hereof

64 Traming

You agree that i1t 1s necessary to the continued operation of the System and the Store that your
personnel recerve such training as we may reasonably require, and accordingly agree as follows

641 (a) Not later than thirty (30) days prior to the Opening Date, up to two (2)
trainees (including you and your General Manager) shall have completed, to our reasonable satisfaction,
our imtial training program, including classroom training and training in an operating Store at such
location(s) as may be designated by us If you request that we provide our initial training program to any
additional trainees, you shall pay our then-current, per person training fee for each additional trainee
You shall be responsible for any and all expenses incurred by you, your General Manager and other Store
personnel 1n connection with any mmitial training program, including, without mitation, costs of travel,
lodging, meals and applicable wages

(b) We shall determine, tn our reasonable discretion, whether you and/or the
General Manager have satisfactortly completed mitial training  If the initial traiming program 1s (a) not
completed within the timeframe required by us, (b) not satisfactortly completed by the General Manager,
or (¢) if we 1n our reasonable business judgment, based upon the performance of the General Manager,
determine that the training program cannot be satisfactorily completed by any such person, you shall
designate a replacement to satisfactorily complete such training at your expense, including payment of
our then-current traiming fee Any General Manager subsequently designated by you shall also receive
and complete such mmtial training before you will be permitted to open your Store If the replacement
General Manager cannot complete the 1nitial traiming program to our satisfaction, we have the right to
terminate your this Agreement

(©) Any manager subsequently designated by you must also receive and
complete the initial tramning program to our satisfaction, even if this requires sending that manager to our
headquarters training program, at your expense We reserve the right to charge a reasonable fee for the
inttial training we provide to a replacement or successor employee 1f we have not approved you to
provide the traiming You must also pay for all expenses you, your managers and other personnel incur
for any traiming program, including costs of travel, lodging, meals and applicable wages We may
approve you to train replacement managers under our training program before permitting you to train
your entire staff, if this Agreement 1s for your third or later Store You may not train any personnel until
we have approved you as a trainer

642 In connection with the opening of the Store, we shall provide you with one (1) of
our representatives to provide on-site opening asststance and training for three (3) to five (5) days around
your Store opening If you request that our representative provide additional days of on-site assistance,
you agree to all expenses our representative incurs while providing the additional assistance, including,
without limttation, our then-current per diem fee and any additional travel, lodging and meals expenses
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If this Agreement 1s for your second (2™) or later Store, we reserve the right to reduce the duration of
such representative’s visit or to not provide pre-opening assistance and training

643 Upon your reasonable request or if we determine that additional training or
assistance 1s necessary, we shall, during the term hereof and subject to the availability of personnel,
provide you with additional trained representatives who shall provide on-site remedial training and
assistance to your Store personnel For this additional training and assistance, you shall pay the per diem
fee then being charged to franchisees under the System for the services of such trained representatives,
plus their costs of travel, lodging, and meals

644 We reserve the night to conduct additional or refresher traiming programs,
seminars and other related activities regarding the operation of the Store Such training programs and
seminars may be offered to you, your managers or other Store personnel generally, and we may designate
that such training programs and seminars are mandatory for you, your General Manager, or other Store
personnel We do not anticipate charging a fee for any refresher training, but you will pay for all of the
expenses incurred by your tramnees, including travel, lodging, meals and wages

65 Franchisee Meetings

We reserve the right to hold meetings for all franchisees and other Loving Cup Store operators,
which meetings shall not occur more frequently than annually We shall not be required to hold such
meetings until we believe 1t 1s prudent to do so These meetings may be used to provide additional
training, introduce new products or changes to the System, or for other reasons We reserve the night to
designate that attendance at any franchisee meeting 1s mandatory for you, your General Manager, and/or
other Store personnel We do not anticipate charging a fee for the meeting, but you will pay for all of the
expenses incurred by your attendees at the meeting, including travel, lodging, meals and wages

66 Hiring Practices

You and the Controlling Principals understand that compliance by all franchisees operating under
the System with our traiming, development and operational requirements ts an essential and material
element of the System and that we and franchisees operating under the System consequently expend
substantial time, effort and expense 1n training management personnel for the development and operation
of their respective Stores Accordingly, you and the Controlling Principals agree that if you or any
Controlling Principal shall, during the term of this Agreement, designate as General Manager or employ
in a managerial position any indtvidual who ts at the time or was within the preceding minety (90) days
employed 1n a managenal or supervisory position by us or our affihates, including, but not limited to,
individuals employed to work in Stores operated by us or by our affihates, or by any other franchisee,
then such former employer of such individual shall be entitled to be compensated for the reasonable costs
and expenses, of whatever nature or kind, incurred by such employer tn connection with the traiming of
such employee The parties hereto agree that such expenditures may be uncertain and difficult to
ascertain and therefore agree that the compensation specified herein reasonably represents such
expenditures and 1s not a penalty An amount equal to the compensation of such employee for the six (6)
month period (or such shorter time, 1f applicable) immediately prior to the termination of his employment
with such former employer shall be paid by you to the former employer prior to such individual assuming
the position of General Manager or other managerial position unless otherwise agreed with the former
employer In seeking any individual to serve as General Manager, or 1n such other managerial positton,
you and the Controlling Principals shall not discriminate in any manner whatsoever to whom the
provisions of this Section apply, on the basis of the compensation required to be paid hereunder, if you or
any Controlling Principal designate or employ such individual The parties hereto expressly acknowledge
and agree that no current or former employee of us, you, or of any other entity operating under the System
shall be a third party beneficiary of this Agreement or any provision hereof Notwithstanding the above,
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solely for purposes of bringing an action to collect payments due under this Section, such former
employer shall be a third party beneficiary of this Section 6 6 We hereby expressly disclaim any
representations and warranties regarding the performance of any employee or former employee of ours, or
any franchisee under the System who 1s designated as your General Manager or employed by you or any
of the Controlling Principals 1in any capacity, and we shall not be liable for any losses, of whatever nature
or kind, incurred by you or any Controlling Principal in connection therewith

67 Compliance with Laws

You shall comply with all requirements of federal, state and local laws, rules, regulations, and
orders, including but not limited to obtaining the appropriate licenses and permits required by your local
or state government

You and your Principals agree to comply, and to assist us to the fullest extent possible 1 our
efforts to comply, with Anti-Terrorism Laws (defined below) In connection with that comphance, you
and your Principals certify, represent, and warrant that none of your property or interests 1s subject to
being blocked under, and that you and your Principals otherwise are not in violation of, any of the Anti-
Terrorism Laws “Anti-Terrorism Laws” mean Executive Order 13224 i1ssued by the President of the
United States, the USA PATRIOT Act, and all other present and future federal, state, and local laws,
ordinances, regulations, policies, lists,.and other requirements of any governmental authority addressing
or In any way relating to terrorist acts and acts of war Any violation of the Anti-Terrorism Laws by you
or your Principals, or any blocking of your or your Principals’ assets under the Anti-Terrorism Laws,
shall constitute good cause for immediate termination of this Agreement

68 Comphance with All Other Obligations

You shall comply with all other requirements and perform such other obligations as provided
hereunder

ARTICLE 7
FRANCHISE OPERATIONS

71 Comphance with Standards

You understand the importance of maintaining uniformity among all of the Stores and the
importance of complying with all of our standards and specifications relating to the operation of the Store

72 Maintenance of Store

You shall mamntain the Store 1n a high degree of sanitation, repair and condition, and 1n
connection therewith shall make such additions, alterations, repairs and replacements thereto (but no
others without our prior wntten consent) as may be required for that purpose, including, without
limitation, such periodic repainting or replacement of obsolete signs, furnishings, equipment (including,
but not limited to, point of sale or computer hardware and software systems), and decor as we may
reasonably direct in order to maintain System-wide integrity and uniformity  You shall aiso obtain, at
your cost and expense, any new or additional equipment (including point of sale or computer hardware
and software systems), fixtures, supplies and other products and materials which may be reasonably
required by us for you to offer and sell new menu items from the Store or to provide the Store services by
alternative means, such as through catering arrangements Except as may be expressly provided in the
Manuals, no matenal alterations or improvements or changes of any kind in design, equipment, signs,
interior or exterior decor items, fixtures or furnishings shall be made 1n or about the Store or its premises
without our prior written approval, which shall not be unreasonably withheld
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In the event we notify you of any additions, alterations, repairs and replacements required to be
made to your Store or the Accepted Location and you fail to make such additions, alterations, repairs and
replacements within the timeframe we require, we shall have the right, without hability for trespass or
tort, to enter the Accepted Location and make the additions, alterations, repairs and replacements, and you
agree to promptly reimburse us for our expenses 1n so acting

73 Remodeling and Redecorating

To assure the continued success of the Store, you shall, upon our request, upgrade, remodel
and/or redecorate the Store premises, equipment (including point of sale or computer hardware and
software systems), signs, interior and exterior decor items, fixtures, furnishings, supplhes and other
products and matenals required for the operation of the Store to our then-current System-wide standards
and specifications We agree that we shall not request such upgrading, remodeling and/or redecorating
more frequently than every five (5) years during the term of this Agreement, except that if the Store
franchise 1s transferred pursuant to Article 14, we may request that the transferee remodel and/or
redecorate the Store premises as described herein

74 Approved Supphers

You shall comply with all of our standards and spectfications relating to the purchase of all food
and beverage 1tems, ingredients, supplies, materials, fixtures, furnishings, equipment (including point of
sale and computer hardware and software systems) and other products used or offered for sale at the
Store Except as provided in Sections 7 6 and 7 7 with respect to certain materials bearing the Marks and
proprietary products, you shall obtain such items from supplters (including manufacturers, distributors
and other sources) who continue to demonstrate the ability to meet our then-current standards and
specifications for food and beverage items, ingredients, supplies, materials, fixtures, furmshings,
equipment and other items used or offered for sale at Stores and who possess adequate qualtty controls
and capacity to supply your needs promptly and reliably, and who have been approved in writing by us
prior to any purchases by you from any such supplier, and who have not thereafter been disapproved by
us

If you desire to purchase, lease or use any unapproved products or other items, or you design to
purchase or lease from an unapproved supplier, you shall submit to us a written request for approval of
such product or supplier, or shall request the supplier itself to do so You shall reimburse the reasonable
expenses we incur related to our evaluation of the proposed product or supplier You shall not purchase
or lease any product or from any supplier until and unless such product or supplier has been approved 1n
writing by us  We shall have the night to require that our representatives be permitted to inspect the
proposed supplier’s facilities, and that samples from the supplier be delivered, either to us or to an
independent laboratory designated by us, for testing We reserve the right, at our option, to re-inspect
from time to tume the facilities and products of any such approved supplier and to revoke our approval
upon the supplier’s failure to continue to meet any of our then-current criteria  Nothing herein shall be
construed to require us to approve any particular suppher

You understand and acknowledge that we may periodically receive payments from approved
suppliers, such as in the form of rebates, based on such approved suppliers’ sales of products and services
to our franchisees We reserve the right to direct that any supplier rebates, refunds, advertising
allowances or other consideration payable or paid as a result of your purchases of non-proprietary goods,
services or equipment be paid to us or any affiliate that we may designate If we do so, then you hereby
acknowledge that you will not assert any interest in such monies
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75 Operation of Store in Comphance with Our Standards

To ensure that the highest degree of quality and service 1s maintained, you shall operate the Store
1n strict conformity with such of our methods, standards and specifications set forth in the Manuals and as
may from time to time otherwise be prescribed in writing  In particular, you also agree

751 To sell or offer for sale all menu 1items, products and services required by us and
in the method, manner and style of distribution prescribed by us and only as expressly authorized by us in
writing 1n the Manuals or otherwise in writing

752 To sell and offer for sale only the menu 1tems, products and services that have
been expressly approved for sale in wniting by us, to refrain from deviating from our standards and
specifications without our prior written consent, and to discontinue selling and offering for sale any menu
items, products or services which we may, in our sole discretion, disapprove in writing at any time
Notwithstanding the foregoing, you understand and agree that we have the right, in our sole discretion, to
grant to certain Loving Cup Stores variances from our standard menu to accommodate regional or local
tastes or ingredients, and that nothing 1n this Agreement requires us to grant to you a similar variance

753 To maintain 1n sufficient supply and to use and sell at all times only such food
and beverage items, ingredients, other products, matenals, merchandise, supplies and paper goods that
conform to our standards and specifications, to prepare all menu items n accordance with our recipes and
procedures for preparation contained in the Manuals or other written directives, including, but not hmited
to, the prescribed measurements of ingredients, and to refrain from deviating from our standards and
specifications by the use or offer of non-conforming items or differing amounts of any items, without our
prior written consent

754 To permit us or our agents, during normal business hours, to remove a reasonable
number of samples of food or non-food 1tems from your inventory or from the Store, without payment
therefor, in amounts reasonably necessary for testing by us or an independent laboratory to determine
whether such samples meet our then-current standards and spectfications In addition to any other
remedies we may have under this Agreement, we may require you to bear the cost of such testing 1f the
supplier of the item has not previously been approved by us or if the sample fails to conform with our
reasonable specifications

755 To purchase or lease and install, at your expense, all fixtures, furmshings,
equipment (including point of sale and computer hardware and software systems), decor items, signs,
delivery vehicles, and related 1tems as we may reasonably direct from time to time in the Manuals or
otherwise in writing, and to refrain from installing or permitting to be installed on or about the Store
premises, without our prior written consent, any fixtures, furnishings, equipment, delivery vehicles, decor
items, signs, games, vending machines or other items not previously approved as meeting our standards
and specifications If any of the property described above 1s leased by you from a third party, such lease
shall be approved by us, 1n writing, prior to execution Our approval shall be conditioned upon such lease
containing a provision which permits any interest of yours in the lease to be assigned to us upon the
termination or expiration of this Agreement and which prohibits the lessor from imposing an assignment
or related fee upon us 1n connection with such assignment

756 To grant us and our agents the night fo enter upon the Store premises and any
catering vehicle, during normal business hours, for the purpose of conducting inspections, to cooperate
with our representatives 1n such inspections by rendering such assistance as they may reasonably request,
and, upon notice from us or our agents and without limiting our other rights under this Agreement, to take
such steps as may be necessary to correct immediately any deficiencies detected during any such
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inspection  Should you, for any reason, fail to correct such deficiencies within a reasonable time as
determined by us, we shall have the night and authority (without, however, any obligation to do so) to
correct such deficiencies and charge you a reasonable fee for our expenses in so acting, payable by you
immediately upon demand In addition, we may require you to attend remedial traiming at our
headquarters or we may send a trainer to your Store to provide remedial training, at your expense, which
may include training or per diem fees and reimbursement of travel and living expenses

757 To matntain a competent, conscientious, trained staff and to take such steps as
are necessary to ensure that your employees preserve good customer relations and comply with such dress
code as we may reasonably prescribe from time to time

758 To install and maintain equipment and a telecommunications line 1n accordance
with our specifications to permit us to access and retrieve by telecommunication any information stored
on a point of sale system (or other computer hardware and software) you are required to utilize at the
Store premises as specified in the Manuals, thereby permitting us to inspect and monitor electronically
information concerning your Store, Gross Sales and such other information as may be contained or stored
in such equipment and software You shall obtain and maintain high speed internet access and/or other
means of electronic communication, as specified by us from time to time It shall be a matenal default
under this Agreement 1f you fail to maintain such equipment, hnes and communication methods n
operation and accessible to us at all times throughout the term of this Agreement We shall have access as
provided herein at such times and 1n such manner as we shall from time to time specify

759 To honor all credit, charge, courtesy or cash cards or other credit devices
required or approved by us You must obtain our written approval prior to honoring any previously
unapproved credit, charge, courtesy or cash cards or other credit devices

7510 To sell or otherwise 1ssue gift cards or certificates (together “Gift Cards™) that
have been prepared utilizing the standard form of Gift Card provided or designated by us, and only 1n the
manner specified by us 1n the Manuals or otherwise i writing  You shall fully honor all Gift Cards that
are 1n the form provided or approved by us regardless of whether a Gift Card was 1ssued by you or
another Loving Cup Store You shall sell, 1ssue, and redeem (without any offset against any Royalty
Fees) Gift Cards 1n accordance with procedures and policies specified by us in the Manuals or otherwise
in writing, mcluding those relating to procedures by which you shall request reimbursement for Gift
Cards 1ssued by other Loving Cup Stores and for making timely payment to us, other operators of Loving
Cup Stores, or a third-party service provider for Gift Cards 1ssued from the Store that are honored by us or
other Loving Cup Store operators We reserve the right to alter the terms and conditions of any gift card
or loyalty programs, including reserving the right to apply changes retroactively to benefits already
accrued under such programs

7511 To issue and honor any loyalty cards that we designate or approve for the
System You understand and acknowledge that any loyalty cards we designate or approve are n addition
to any loyalty and marketing programs we may require you to participate 1n related to your point of sale
system

76 Propnietary Products

You acknowledge and agree that we and our affiliates may develop for use in the System certain
products which are prepared from confidential proprietary recipes and which are trade secrets of us and
our affiliates, and other proprietary products bearing the Marks Because of the importance of quality and
untformity of production and the significance of such proprietary products in the System, 1t 1s to the
mutual benefit of the parties that we closely control the production and distribution of such proprietary
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products Accordingly, you agree that if such proprietary products become a part of the System, you shall

use only our secret recipes and proprietary products and shall purchase all of your requirements for such

proprietary products solely from us or from a source designated by us You further agree to purchase

from us or our designated supplier for resale to your customers proprietary products and other

merchandise identifying the System as we shall require, such as logoed merchandise, memorabilia and"
promotional products, 1n amounts sufficient to satisfy your customer demand

77 Advertising and Promotional Materials

You shall require all advertising and promotional materials, signs, decorations,” paper goods
(including menus and all forms and stationery used in the Franchised Business), and other items which
may be designated by us to bear the Marks 1n the form, color, location and manner prescribed by us,
including, without limitation, notations about the ownership of the Marks

78 Complaints

You shall process and handle all consumer complaints connected with or relating to the Store, and
shall promptly notify us by telephone and 1n writing of all of the following complaints (1) food related
illnesses, (1) environmental, safety or health violations, (1) clatms exceeding Five Hundred Dollars
($500-60), and (1v) any other material claims against or losses suffered by you You shall maintarn for
our inspection any governmental or trade association inspection reports affecting the Store or equipment
located n the Store during the term of this Agreement and for thirty (30) days after the exptration or
earlier termination of this Agreement

79 Power of Attorney for Telephone Listings, etc

Upon the execution of this Agreement or at arytimeany time thereafter, you shall, at our optton,
execute such forms and documents as we deem necessary, including the agreements attached hereto as
Attachment F, to appoint us as your true and lawful attorney-in-fact with full power and authority for the
sole purpose of assigning to us only upon the termination or expiration of this Agreement, as required
under Section 17 15 (1) all nights to the telephone numbers of the Store and any related and other
business hstings, and (11) internet listings, domain names, internet accounts, advertising on the internet or
World-Wide—Webworld wide web, websites, listings with search engines, e-matemail addresses or any
other similar listing or usages related to the Franchised Business You agree that you have no authority to
and shall not establish any website or listing on the mternet or world wide web without our express
written consent, which consent may be demed without reason

710  Power of Attorney for Taxes

Upon execution of this Agreement or at any time thereafter, you shall, at our option, execute such
forms and documents as we deem necessary, including, but not limited to, Attachment G hereto, to
appoint us as your true and lawful attorney-in-fact with full power and authority for the sole purpose of
obtaining any and all returns and reports filed by you with any state or federal taxing authority relating to
the Franchised Business

711  Customer Surveys

You shall participate 1n all customer surveys and satisfaction audits, which may require that you
provide discounted or complimentary products, provided that such discounted or complimentary sales
shall not be tncluded 1n the Gross Sales of the Store  Additionally, you shall participate 1n any complaint
resolution and other programs as we may reasonably establish for the System, which programs may
include, without limitation, providing discounts or refunds to customers
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712  Mystery Shopper Service, Quahty Assurance

We may designate an independent evaluation service to conduct a “mystery shopper” quality
control and evaluation program with respect to Stores You agree that the Store will participate 1n such
mystery shopper program, as prescribed and required by us, provided that Stores owned by us, our
affiliates and our franchisees also will participate in such program to the extent we have the right to
require such participation, and you further agree to pay all fees related to such mystery shopper program

In addition to any mystery shopper program we may require, we reserve the right to contract with
a third party quality assurance auditing company to inspect your Store to make sure you are operating
according to our specifications and standards Any fees related to such quality assurance audits are
payable by you either directly to the third party provider or to us as.a reimbursement

713 Priang

Where permitted by applicable law, we may provide you written advice regarding the maximum
prices which you may charge your customers for menu items, products and services provided or sold
under the System Any such advice, 1f given at all, will be binding on you and you agree to comply with
our pricing gutdelines Nothing contained herein shall be deemed a representation by us that if you
follow such guidelines you will, in fact, generate a profit You are obligated to inform us of all prices
charged for products sold by you and to inform us of any modifications of your prices We may exercise
rights with respect to pricing programs and products to the fullest extent permitted by then-applicable law
These rights may include (without limitation) establishing the maximum retail prices which you may
charge customers for the programs or products offered and sold at your Store, recommending retail
prices, advertising specific retail prices for some or all programs, products or sold by your Store, which
prices you agree to observe (sometimes known as “price point advertising campaigns”), engaging In
advertising, promotional and related programs which you must participate in and which may directly or
indirectly impact your retail prices (such as “buy one, get one free”), and otherwise mandating, directly or
indirectly, the maximum retail prices which your Store may charge the public for the programs, products
and services it offers We may engage 1n any such activity at any time throughout the term of this
Agreement Further, we may engage in such activity only in certain geographic areas (towns, cities,
states, regions) and not others, or wtth regard to certain subsets of franchisees and not others You
acknowledge and agree that any maximum or other prices we estabhish or suggest may or may not
optimize the revenues or profitability of your Store You entirely waive any and all claims related to our
establishment of prices charged at your Store lrrespective of our right to require you to comply with our
maximum pricing policies, you understand and acknowledge that your prices, in general, should similar to
or higher than prices charged by your competitors offering similar products

714  On-hne Ordering

We reserve the right to implement one_(1) or more on-line ordering programs and designate that
your Store must participate 1n such on-line ordering program(s) You understand and acknowledge that
certain on-line ordering programs may require you to contract with a third party provider for on-line
ordering and deltvery and, in such event, any contract must be approved by us before you may enter into
1t with the third party provider You further understand and acknowledge that some Loving Cup Stores
may not be required to participate 1n certain on-line ordering or delivery programs, and that we are not
required to grant to you a similar variance You agree to pay any fees associated with the on-line ordering
and/or deltvery programs

715  Unapproved Products and Services

In the event you sell any food, beverage, products, novelty items, clothing, souvenirs or perform
any services that we have not prescrnibed, approved or authorized, you shall, immediately upon notice
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from us (1) cease and desist offering or providing the unauthonzed or unapproved food, beverage,
product, premium, novelty item, clothing, souvenir or from performing such services and (11) pay to us, on
demand, a prohibited product or service fine equal to Two Hundred Fifty Dollars ($250) per day for each
day such unauthorized or unapproved food, beverage, product, premium, novelty item, clothing, souvenir
or service 1s offered or provided by you after written notice from us The prohibited product or service
fine shall be in addition to all other remedies available to us under this Agreement or at law

ARTICLE 8
MARKETING AND PROMOTION

Recognizing the value of marketing and the importance of the standardization of marketing
programs to the furtherance of the goodwill and public image of the System, the parties agree as follows

81 Participation in Marketing, Brand Development Programs

We may from time to time develop and create advertising and sales promotion programs designed
to promote and enhance the collective success of all Stores operating under the System You shall
partictpate in all such advertising and sales promotion programs in accordance with the terms and
conditions established by us for each program In all aspects of these programs, including, without
hmitation, the type, quantity, timing, placement and choice of media, market areas and advertising
agencies, the standards and specifications established by us shall be final and binding upon you

We may, from tume to time, incorporate into the System programs, products or services which we
erther develop or otherwise obtain rights to, which are offered and sold under names, trademarks and/or
service marks other than the Proprietary Marks and which your Store, along with other Loving Cup
Stores, will be required to offer and sell This activity, referred to as “cobranding”, may involve changes
to the Proprietary Marks and may require you to make modifications to your premises and the furniture,
fixtures, equipment, signs and trade dress of your Store If you receive written notice that we are
instituting a cobranding program, you agree promptly to implement that program at your Store at the
earliest commercially reasonable time and to execute any and all instruments required to do so Under no
circumstance will any cobranding program increase your Royalty Fees, Brand Development Fee or local
marketing expenditure obligations under this Agreement

82 Local Marketing

In addition to the ongoing marketing contributions set forth herein and, subject to any allocation
of your expenditures for local marketing to a Cooperative as described in Section 8 4, you shall spend
each month throughout the term of this Agreement, once the grand opening marketing campaign
described 1n Section 8 6 has been completed, an amount equal to one percent (1%) of Gross Sales on
marketing and promotion of your Store 1n your Designated Territory (‘ Local Marketing™)

Notwithstanding the foregoing, 1f your Store partictpates in a Cooperative, as described in Section
8 4 below, any amount you contribute to the Cooperative will count toward your Local Marketing
requirement, provided, however, that in the event your contribution to the Cooperative 1s less than your
Local Marketing requirement, you shall nevertheless spend the difference locally You shall submit to us,
within thirty (30) days of our request, advertising expenditure reports accurately reflecting your Local
Marketing expenditures, including vernfication copies of all marketing and any other information that we
require
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83 Brand Development Fund

Recognizing the value of uniform marketing, advertising and promotion to the goodwill and
public 1mage of the System, you agree that we or our designee shall have the right to establish, mantain
and administer a Brand Development Fund (hereinafter referred to as the “Fund™) for such national and
regional advertising programs as we may deem necessary or appropriate, in our sole discretion, as
follows

831 We shall direct all national and regional brand development programs with sole
discretion over the creative concepts, matenials, endorsements and media used therein, and the placement
and allocation thereof You understand and acknowledge that the Fund 1s intended to maximize general
public recognition and acceptance of the System and the Marks for the benefit of all Loving Cup Stores
operating under the System, and that we undertake no obligation in administering the Fund to ensure that
expenditures from the Fund are proportionate or equivalent to your contributions made for your Store, or
that any particular Store or franchisee benefits directly or pro rata from the placement of any such
advertising

832 You agree that the Fund may be used to meet any and all costs of maintaining,
admtnistering, directing and preparing national and/or regional advertising materials, programs and public
relations activities (including, without hmitation, the cost of preparing and conducting television, radio,
magazine, billboard, newspaper, direct mail and other media programs and activities, for conducting
marketing surveys, test marketing, employing advertising agencies to assist therewith, and providing
promotional brochures, coupons and other marketing matenals to all franchisees of the System) We may
also use a portion of the money in the Fund to subsidize the costs of presenting refresher training
programs and an annual franchisee meeting The Fund shall be held in a non-interest bearing account
separate from our other funds, and shall not be used to defray any of our general operating expenses,
except that we have the nght to reimburse ourselves out of the Fund for the total costs (including indirect
costs such as salaries for our employees who devote time and effort to Fund related activities and
overhead expenses) of developing, producing and distributing any advertising materials and collecting the
Brand Development Fee (including attorneys’, auditors’ and accountants’ fees and other expenses
incurred 1n connection with collecting any Brand Development Fee)

833 A statement of the operations of the Fund shall be prepared annually by our
accountants and shall be made available to you on written request The cost of the statement shall be paid
by the Fund We are not required to have any Fund statement audited, but if we choose to have the Fund
audited 1t will be at the Fund’s expense Except as expressly provided 1n this Section 8 3, we assume no
direct or indirect liability or obligation to you with respect to the maintenance, direction or administration
of the Fund

834 Stores owned by us or our affiliates may, but are not required to, make
contributions to the Fund on the same basis as our franchisees

8335 Any montes remaining in the Fund at the end of any year will carry over to the
next year Although the Fund 1s intended to be of perpetual duration, we may terminate the Fund The
Fund shall not be terminated, however, until all monies in the Fund have been expended for advertising or
promotional purposes or returned to contributing Stores or those operated by us, without interest, on the
basis of thetr respective contributtons

836 If we elect to terminate the Fund, we may, 1n our sole discretion, reinstate the

Fund at any time If we so choose to reinstate the Fund, said reinstated Fund shall be operated as
described herein
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84 Cooperative Marketing Funds

We may, in our discretion, create a regional marketing cooperative (‘ Cooperative™) n any area,
or we may approve the creation of such a Cooperative by franchisees in the System, and establish the
rules and regulations therefor Immediately upon our request, you must become a member of the
Cooperative for the area in which seme-er-all-of-your Destgnated-Terrttery-Store 1s located In no event
may the Store be requtred to be a member of more than one (1) Cooperative The Cooperative must be
governed 1n the manner we prescibe  The Cooperative may require each of its members to make
contributions thereto 1n an amount as agreed upon by the Cooperative members You shall contribute
such amounts at the times and 1n the manner as determined by majority vote of the Cooperative members
Any funds contributed to a Cooperative will be credited agamnst your Local Marketing obligation,
provided, however, that 1f your contributions to a Cooperative are less than your Local Marketing
requirement, you shall nevertheless spend the difference locally The following provisions apply to each
Cooperative

841 the Cooperative must be organized and governed in a form and manner, and
commence operation on a date, that we approve in advance in writing,

842 the Cooperative must be organized for the exclusive purpose of administering
advertising programs and developing, subject to our approval, standardized promotional matenals for the
members’ use in local advertising within the Cooperative’s area,

843 the Cooperative may adopt its own rules and procedures, but such rules or
procedures must be approved by us and must not restrict or expand your rights or obligations under this
Agreement, ‘
844 except as otherwise provided in this Agreement, and subject to our approval, any
lawful action of the Cooperative (including, without hmitation, imposing assessments for local
marketing) at a meeting attended by members possessing more than fifty percent (50%) of the total voting
power in the Cooperative:1s binding upon you 1f approved by members possessing more than fifty percent
(50%) of the total voting power possessed by members in attendance, with each Store having one (1)
vote, but no franchisee (or commonly controlled group of franchisees) may have more than twenty-five
percent (25%) of the vote in the Cooperative regardless of the number of franchised businesses owned,

845 without our prior written approval, the Cooperative may not use, nor furnish to
1ts members, any advertising or promotional plans or materials, all such plans and materials must be
submuitted to us in accordance with the procedure set forth in Section 8 5,

846 Cooperattve may require its members to penodically contribute to 1t in such
amounts as 1t determines,

847 no later than the fifteenth (15%) day of each month, each member/franchisee must
submit 1ts contribution under Section 8 4 6 for the preceding calendar month to the Cooperative, together
with such other statements or reports as we or the Cooperative may require, with our prior written
approval, and

848 if an impasse occurs because of a Cooperative members’ 1nabtlity or failure,
within forty-five (45) days, to resolve any issue affecting the Cooperative’s establishment or effective
functioning, upon request of any Cooperative member, that i1ssue must be submitted to us for
consideration, and our resolution of such 1ssue 1s final and binding on all Cooperative members
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85 Conduct of Marketing, Our Approval

All marketing and promotion by you in any medium shall be conducted in a professional manner
and shall conform to our standards and requirements as set forth in the Manuals or otherwise You shall
obtain our approval of all marketing and promotional plans and materials prior to use if such plans and
materials have not been prepared by us or previously approved by us during the twelve (12) months prior
to their proposed use You shall submit such unapproved plans and matenals to us not later than fifteen
(15) days prior to the date you intend to use them If we do not provide our specific disapproval of the
proposed materials, the proposed materials are deemed to be approved Any plans and matenals that you
submit to us for our review will become our property and there will be no restriction on our use or
dissemination of such materials You shall not advertise or use the Marks 1n any fashion on the internet,
Weorld-Wide-Webworld wide web or via other means of advertising through telecommunication without
our express written consent

We reserve the nght to require you to include certain language on all marketing to be used locally
by you or to be used by a Cooperattve, including, but not imited to, “Franchises Available” and reference
to our telephone number and/or website

86 Grand Opening Marketing

[n addition to the ongoing marketing contributions and expenditures set forth herein, you shall be
required to spend between Three Thousand Dollars (83,000) and Five Thousand Dollars ($5,000) on a
grand opening marketing campaign to promote the opening of the Store The grand opening marketing
campaign shall be conducted generally 1n the mnitial sixty (60) days following the Store’s opening, or such
other period of time as we may designate All marketing proposed to be used in the grand opening
marketing campaign are subject to our review and approval in the manner set forth in this Article 8 Your
grand opening marketing campaign must include the give-aways and other promotions as we require At
our request, you must give to us Five Thousand Dollars ($5,000) for your grand opening marketing
campaign and we will conduct this campaign on your behalf

87 Websites

We alone may establish, maintain, modify or discontinue all internet, werldwideworld wide web
and electronic commerce activities pertaining to the System We have established one (1) or more
websites accessible through one:.(1) or more uniform resource locators (“URLs”) and we may design and
provide for the benefit of your Store a “click through™ subpage at our website for the promotion of your
Store [f we establish one_ (1) or more websites or other modes of electronic commerce and if we provide
a “chick through” subpage at the website(s) for the promotion of your Store, you must routinely provide
us with updated copy, photographs and news stories about your Store surtable for posting on your ‘ click
through” subpage We reserve the night to specify the content, frequency and procedure you must follow
for updating your “chck through” subpage

Any websites or other modes of electronic commerce that we establish or maintain may — 1n
addition to advertising and promoting the products, programs or services available at Loving Cup Stores —
also be devoted in part to offering Loving Cup franchises for sale and be used by us to exploit the
electronic commerce rights which we alone reserve

In addition to these activities, we may also establish an intranet through which downloads of
operations and marketing materials, exchanges of franchisee e-matlemail, System discussion forums and
System-wide communications (among other activities) can be done You may not maintain your own
website, otherwise maintain a presence or advertise on the internet or any other mode of electronic
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commerce In connection with your Store, establish a link to any website we establish at or from any other
website or page, or at any time establish any other website, electronic commerce presence or URL which
in whole or in part incorporates the “Loving Cup” name or any names confusingly similar to the
Proprietary Marks

You are not permitted to promote your Store or use any of the Proprietary Marks 1n any manner
on any social or networking websites, such as Facebook, Foursquare, Instagram, LinkedIn or Twitter,
without our prior written consent  We will control all social media imtiatives  You must comply with our
System standards regarding the use of social media in your Store’s operation, including prohibitions on
your and the Store’s employees posting or blogging comments about the Store or the System, other than
on a website established or authorized by us (“social media” includes personal blogs, common social
networks like Facebook, Foursquare, Instagram and MySpace, professional networks like LinkedIn, live-
blogging tools like Twatter, virtual worlds, file, audio and video-sharing sites, and other similar social
networking or media sites or tools) We will provide access to branded social media pages/handles/assets,
and you must update these regularly We reserve the right to conduct collective/national campaigns via
local social media on your behalf

We alone will be, and at all times will remain, the sole owner of the copyrights to all matenal
which appears on any website we establish and mantain, including any and all material you may furnish
to us for your * click through” subpage

88 Adwvisory Council

We may, in our discretion, form an advisory council to work with us to improve the System, the
products offered by Loving Cup Stores, advertising conducted by the Brand Development Fund, and any
other matters that we deem approprnate If an advisory council 1s formed, 1t will act solely 1n an advisory
capacity, and will not have decision making authority We will have the night to form, change, merge or
dissolve any advisory council We may develop by-laws for the governance of any advisory council

If formed, an advisory council will be comprised of our representatives and franchisee
representatives  Franchisee representatives may be chosen by us or may be selected by other franchisees
in the System  All selected franchisees are required to participate 1n council-related activities and
meetings, and to pay any dues assessed for the admimistration of that program We will also pay dues for
our representatives If you participate on an advisory counctl, you will pay any expenses you incur
related to your participation, such as travel and living expenses to attend council meetings

ARTICLE 9
MARKS
91 Use of Marks
We grant you the right to use the Marks during the term of this Agreement 1n accordance with the
System and related standards and specifications
92 Ownership of Marks, Limited License
You expressly understand and acknowledge that
921 We are the owner or the licensee of the owner of all night title and nterest in and
to the Marks and the goodwill associated with and symbolized by them All references herein to our

right, title and interest 1n the Marks shall be deemed to include the owner’s right, title and interest in the
Marks
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922 Neitther you nor any Controlling Principal shall take any action that would
prejudice or interfere with the validity of our rights with respect to the Marks Nothing in this Agreement
shall give the you any right title, or interest in or'to any of the Marks or any service marks, trademarks,
trade names, trade dress, logos, copyrights or proprietary materials, except the right to use the Marks and
the System 1n accordance with the terms and conditions of this Agreement for the operation of the Store
and only at or from 1ts accepted location or 1n approved advertising related to the Store

923 You understand and agree that the limited license to use the Marks granted
hereby applies only to such Marks as are designated by us, and which are not subsequently designated by
us as being withdrawn from use together with those which may hereafter be designated by us in writing
You expressly understand and agree that you are bound not to represent in any manner that you have
acquired any ownership or equitable rights in any of the Marks by virtue of the limited license granted
hereunder, or by virtue of your use of any of the Marks

924 You understand and agree that any and all goodwill arising from your use of the
Marks and the System shall mnure solely and exclusively to our benefit, and upon expiration or
termination of this Agreement and the license herein granted, no monetary amount shall be assigned as
attributable to any goodwill associated with your use of the Marks

925 Youshall not contest the validity of or our interest in the Marks or assist others to
contest the validity of or our interest 1n the Marks

926 You acknowledge that any unauthorized use of the Marks shall constitute an
infringement of our rights in the Marks and a matenal event of default hereunder You agree that you
shall provide us with all assignments, affidavits, documents, information and assistance we reasonably
request to fully vest in us all such nights, title and interest 1n and to the Marks, including all such items as
are reasonably requested by us to register, maintain and enforce such rights 1n the Marks

927 If it becomes advisable at any time, 1n our discretion, to modify or discontinue
use of any Mark and/or to adopt or use one (1) or more additional or substttute proprietary marks, then
you shall be obligated to comply with any such instruction by us We shall not have any obligation n
such event to reimburse you for your documented expenses of compliance You waive any other claim
arising from or relating to any Mark change, modification or substitution We will not be liable to you for
any expenses, losses or damages sustained by you as a result of any Mark addition, modification,
substitution or discontinuation  You covenant not to commence or join in any litigation or other
proceeding against us for any of these expenses, losses or damages

93 Limitation on Use of Marks

With respect to your licensed use of the Marks pursuant to this Agreement, you further agree that

931 Unless otherwise authorized or required by us, you shall operate and advertise
the Store only under the name “Loving Cup” without prefix or suffix You shall not use the Marks as part
of your corporate or other legal name, and shall obtain our approval of a trade name or “d/b/a” prior to
filing 1t with the applicable state authority

932 During the term of this Agreement and any renewal hereof, you shall identify

yourself as the independent owner of the Store 1n conjunction with any use of the Marks, including, but
not limited to, uses on mvoices, order forms, receipts and contracts, as well as the display of a notice 1n
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such content and form and at such conspicuous locations on the premises of the Store or any delhvery
vehicle as we may designate 1n writing

933 You shall not use the Marks to incur any obligation or indebtedness on our
behalf,

934 You shall comply with our instructions n filing and maintaining the requisite
trade name or fictitious name registrations, and shall execute any documents deemed necessary by us or
our counsel to obtain protection of the Marks or to maintain their continued validity and enforceability

94 Notification of Infringement or Claim

You shall notify us immediately by telephone and thereafter in wnting of any apparent
infringement of or challenge to your use of any Mark, of any claim by any person of any rights in any
Mark, and you and the Controlling Principals shall not communicate with any person other than us, our
counsel and your counsel in connection with any such mfringement, challenge or claim We shall have
complete discretion to take such action as we deem appropriate in connection with the foregoing, and the
right to control exclusively, any settlement, litigation or Patent and Trademark Office or other proceeding
arising out of any such alleged infringement, challenge or claim or otherwise relating to any Mark You
agree to execute any and all instruments and documents, render such assistance, and do such acts or
things as may, in our opinion, reasonably be necessary or advisable to protect and maintain our interests
in any litigation or other proceeding or to otherwise protect and maintain the interests of us or any other
interested party in the Marks We will indemmnify you and hold you harmless from and against any and all
claims, Liabilities, costs, damages and reasonable expenses for which you are held hable in any
proceeding arising out of your use of any of the Marks (including settlement amounts), provided that the
conduct of you and the Controlling Principals with respect to such proceeding and use of the Marks 1s 1n
full compliance with the terms of this Agreement

95 Retention of Rights by Us

The right and license of the Marks granted hereunder to you 1s non-exclusive and we thus have
and retain the following rights, among others, subject only to the limitations of Article 1

951 To grant other licenses for use of the Marks, 1n addition to those licenses already
granted to existing franchisees,

952 To develop and establish other systems using the Marks or other names or marks
and to grant hcenses thereto without providing any rights to you, and

953 To engage, directly or indirectly, through our employees, representatives,
licensees, assigns, agents and others, at wholesale, retail or otherwise, in (a) the production, distribution,
license and sale of products and services, and (b) the use in connection with such production, distribution
and sale, of the Marks and any and all trademarks, trade names, service marks, logos, insignia, slogans,
emblems, symbols, designs and other identifying characteristics as may be developed or used from time
to time by us
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ARTICLE 10
CONFIDENTIALITY AND NON-COMPETITION COVENANTS

101  Confidential Operations Manuals

1011 To protect our reputation and goodwill and to maintain high standards of
operation under the Marks, you shall conduct your business in accordance with the Manuals, other written
directives which we may reasonably issue to you from time to time whether or not such directives are
included 1in the Manuals, and any other manuals and materials created or approved for use in the operatton
of the Franchised Business

1012 You and the Controlling Principals shall at all times treat the Manuals, any of our
written directives, and any other manuals and materials, and the information contained therein as
confidential and shall mantain such mmformation as trade secret and confidential in accordance with this
Article 10 You and the Controlling Principals shall divulge and make such matenals available only to
such of your employees as must have access to 1t in order to operate the Store You and the Controlling
Principals shall not at any time copy, duplicate, record or otherwise reproduce these matenals, in whole or
in part, or otherwise make the same avatlable to any person other than those authorized above

1013 The Manuals, written directives, other manuals and matenals and any other
confidential communications provided or approved by us shall at all times remain our sole property, shall
at all times be kept 1n a secure place on the Store premises, and shall be returned to us immediately upon
request or upon termination or expiration of this Agreement

10 1 4 The Manuals, any written directives, and any other manuals and materials 1ssued
by us and any modifications to such materials shall supplement and be deemed part of this Agreement

1015 We may from time to time revise the contents of the Manuals and the contents of
any other manuals and materials created or approved for use in the operation of the Franchised Business
You shall remove and return to us all pages of the Manual that have been replaced or updated by us You
expressly agree to comply with each new or changed standard

10 16 You shall at all times ensure that the Manuals are kept current and up to date In
the event of any dispute as to the contents of the Manuals, the terms of the master copy of the Manuals
maintained by us at our headquarters shall control

102 Confidential Information

102 1 Nerther you nor any Controlling Principal shall, during the term of this
Agreement or thereafter, communicate, divulge or use for the benefit of any other person, persons,
partnership, association or corporation and following the expiration or termination of this Agreement,
they shall not use for their own benefit any confidential information, knowledge or know-how concerning
the methods of operation of the Franchised Business which may be communicated to them or of which
they may be apprised in connection with the operation of the Store under the terms of this Agreement
You and the Controlling Principals shall divulge such confidential information only to such of your
employees as must have access to 1t 1n order to operate the Store Any and all information, knowledge,
know-how, techniques and any matenals used in or related to the System which we provide to you 1n
connection with this Agreement, including but not Iimited to the Manuals, plans and specifications,
marketing information and strategies and site evaluation, selection guidelines and techniques, recipes, and
the terms of this Agreement, shall be deemed confidential for purposes of this Agreement Neither you
nor the Controlling Principals shall at any time, without our prior written consent, copy, duplicate, record
or otherwise reproduce such matenals or information, in whole or in part, nor otherwise make the same
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available to any unauthorized person The covenants in this Section shall survive the expiration,
termination or transfer of this Agreement or any interest herein and shall be perpetually binding upon you
and each of the Controlling Principals

1022 You shall require and obtain the execution of covenants similar to those set forth
in Section 10 2 1 from your General Manager and all other of your personnel who have received or will
have access to confidential information Such covenants shall be substantially in the form set forth in
Attachment D All of your Principals not required to sign this Agreement as a Controlling Principal also
must execute such covenants

102 3 If you, the Controlling Principals, the General Manager or any of your employees
develop any new concept, process, product, recipe, or improvement in the operation or promotion of the
Store, you are required to promptly notify us and provide us with all necessary related information,
without compensation You and the Controlling Principals acknowledge that any such concept, process
product, recipe, or improvement will become our property, and we may use or disclose such information
to other franchisees as we determine to be appropriate

103 | Non-Competition

1031 You and the Controlling Principals specifically acknowledge that, pursuant to
this Agreement, you and the Controlling Principals will receive valuable training, trade secrets and
confidential information, tncluding, without limitation, information regarding the operational, sales,
promotional and marketing methods and techniques of us and the System which are beyond the present
skills and experience of you and the Controlling Principals and your managers and employees You and
the Controlling Principals acknowledge that such specialized training, trade secrets and confidential
information provide a competitive advantage and will be valuable to them in the development and
operation of the Store, and that gaining access to such specialized training, trade secrets and confidential
information ts, therefore, a primary reason why they are entering into this Agreement In consideration
for such specialized traiming, trade secrets and confidential information (including, without himitation,
information regarding the operational, sales, promotional and marketing methods and techmques of us
and the System which are beyond the present skills and experience of you and the Controlling Principals
and your managers and employees), you and the Controlling Principals covenant that with respect to you,
during the term of this Agreement (or with respect to each of the Controlling Principals, during the term
of this Agreement for so long as such individual or entity satisfies the definition of “Controlling
Principals™ as described 1n Section 19 17 of this Agreement), except as otherwise approved in writing by
us, which approval may be withheld or denied i our sole and absolute discretion, neither you nor any of
the Controlling Principals shall, either directly or indirectly, for themselves or through, on behalf of or in
conjunctton with any person(s), partnership or corporation

(a) Divert, or attempt to divert, any business or customer of the Franchised
Business to any competitor, by direct or indirect inducement or otherwise, or do or perform, directly or
indirectly, any other act injurious or prejudicial to the goodwill associated with the Marks and the System

(b) Own, maintain, operate, engage 1n, or have any financial or beneficial
interest 1n (including any interest in corporations, partnerships, trusts, unincorporated associations or joint
ventures), advise, assist or make loans to, any business located within the United States, 1ts territories,
states or commonwealths, or any other country, province, state or geographic area in which we have used,
sought registration of or registered the same or similar Marks or operates or licenses others to operate a
business under the same or similar Marks, which business 1s of a character and concept similar to the
Store, including a food service business which offers and sells the same or substantially similar food
products (a “Competitive Bustness™) without our prior written consent
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1032 With respect to you, and for a continuous uninterrupted period commencing upon
the expiration, termination of, or transfer of all of your interest in, this Agreement (or, with respect to
each of the Controlling Principals, commencing upon the earlier of (i) the expiration, termination of, or
transfer of all of your interest in, this Agreement or (11) the time such individual or entity ceases to satisfy
the definition of ‘Controlling Principals” as described in Section 19 17 of this Agreement) and continuing
for two (2) years thereafter, except as otherwise approved in our sole and absolute discretion, neither you,
nor any of the Controlling Principals shall, directly or indirectly, for themselves, or through, on behalf of
or in conjunction with any person, persons, partnership, or corporation

(a) Divert, or attempt to divert, any business or customer of the Franchised
Business hereunder to any competitor, by direct or indirect inducement or otherwise, or do or perform,
directly or indirectly, any other act injurious or prejudicial to the goodwill associated with the Marks and
the System

(b) Employ, or seek to employ, any person who 1s at that time or was within
the preceding minety (90) days employed by us, or by any other franchisee of ours, or otherwise directly
or indirectly induce such person to leave that person’s employment, except as may be permitted under any
existing franchise agreement between us and you

(c) Own, maintain, operate, engage in, or have any financial or beneficial
interest in (including any interest 1n corporations, partnerships, trusts, unincorporated associations or joint
ventures), advise, assist or make loans to any Competitive Business, which business 1s, or 1s intended to
be, located within a twenty (20) mile radius of the location of any Store m the System

103 3 The parties acknowledge and agree that each of the covenants contained herein
are reasonable limitations as to time, geographical area, and scope of activity to be restramed and do not
impose a greater restraint than 1s necessary to protect our goodwill or other business interests The parties
agree that each of the covenants herein shall be construed as independent of any other covenant or
provision of this Agreement If all or any portion of a covenant in this Section 1s held unreasonable or
unenforceable by a court or agency having valid junisdiction 1n an unappealed final decision to which we
are a party, you and the Controlling Principals expressly agree to be bound by any lesser covenant
subsumed within the terms of such covenant that imposes the maximum duty permitted by law, as if the
resulting covenant were separately stated in and made a part of this Section

(a) You and the Controlling Principals understand and acknowledge that we
shall have the night, in our sole and absolute discretion, to reduce the scope of any covenant set forth in
this Section 10 3, or any portion thereof, without their consent, effective immediately upon notice to you,
and you and the Controlling Principals agree that they shall comply forthwith with any covenant as so
modtfied which shall be fully enforceable notwithstanding the provisions of Section 19 2 hereof

(b) You and the Controlling Principals expressly agree that the existence of
any claims they may have against us, whether or not arising from this Agreement, shall not constitute a
defense to our enforcement of the covenants tn this Section

©) Sections 10 3 1(b) and 10 3 2(c) shall not apply to ownership of less than
a five percent (5%) beneficial interest in the outstanding equity securities of any publicly held company

103 4 You shall require and obtain execution of covenants similar to those set forth in

this Section 10 3 (including covenants applicable upon the termination of a person’s employment with
you) from your General Manager and all other of your personnel who have received or will have access to
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training from us Such covenants shall be substantially in the form set forth in Attachment D All of your
Principals not required to sign this Agreement as a Controlling Principal also must execute such
covenants Notwithstanding the foregoing, we reserve the right, in our sole discretion, to decrease the
period of time or geographic scope of the non-competition covenant set forth in Attachment D or
ehminate such non-competition covenant altogether for any party that 1s required to execute such
agreement under this Section 10 3 4

104  Failure to Comply

\

You and the Controlling Principals acknowledge that any fatlure to comply with the requirements
of this Section shall constitute a material event of default under Article 17 hereof You and the
Controlling Principals acknowledge that a violation of the terms of this Section would result in irreparable
injury to us for which no adequate remedy at law may be available, and you and the Controlling
Principals accordingly consent to the i1ssuance of an injunction prohibiting any conduct by you or the
Controlling Principals m violatton of the terms of this Section You and the Controlling Principals agree
to pay all court costs and reasonable attorneys’ fees incurred by us in connection with the enforcement of
this Section, including payment of all costs and expenses for obtaining specific performance of, or an
injunction against violation of, the requirements of such Section

ARTICLE 11
BOOKS AND RECORDS

111 Books and Records

You shall maintain during the term of this Agreement, and shall preserve for at least three (3)
years from the dates of their preparation, full, complete and accurate books, records and accounts,
including, but not limited to, sales slips, coupons, purchase orders, payroll records, check stubs, bank
statements, sales tax records and returns, cash receipts and disbursements, journals and ledgers, records of
EFT transactions, and backup or archived records of information maintained on any computer system in
accordance with generally accepted accounting prninciples and in the form and manner prescribed by us
from time to time 1n the Manuals or otherwise in writing

112  Reports

In addition to the Royalty Report required by Article 4 hereof, you shall comply with the
following reporting obligations

1121 You shall, at your expense, submit to us, in the form prescribed by us, a report of
Gross Sales and a profit and loss statement for each month (which may be unaudited) for you within ten
(10) days after the end of each month during the term hereof Each such statement shall be signed by
your treasurer or chief financial officer or comparable officer attesting that 1t 1s true, complete and
correct,

1122 You shall, at your expense, provide to us a complete annual financial statement
(which shall be reviewed) prepared by an independent certified public accountant by Apnl 15" of each
year during the term hereof showing the results of the Store’s operations during the previous calendar
year We reserve the right to require such financial statements to be audited by an independent certified
public accountant satisfactory to us at your cost and expense 1f an inspection discloses an underpayment
of any amount owed to us or an understatement of Gross Sales of two percent (2%) or more 1n any report,
pursuant to Section 11 3, and
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1123 You shall also submit to us, for review or auditing, such other forms, reports,
records, information and data as we may reasonably designate, and which pertain to the Franchised
Business, 1n the form and at the times and places reasonably required by us, upon request and as specified
from time to time 1n wniting

113  Inspections, Audits

We or our designees shall have the nght, during normal business hours, to review, audit, examine
and copy any or all of your books and records as we may require at the Store You shall make such books
and records available to us or our designees immediately upon request If any required royalty or other
payments due to us are delinquent, or If an inspection should reveal that such payments have been
understated 1n any report to us, then you shall immediately pay to us the amount overdue or understated
upon demand with interest determined 1n accordance with the provisions of Section 4 5 If an inspection
discloses an underpayment of amounts owed to us or an understatement n any report of Gross Sales of
two percent (2%) or more, you shall, in addition, reimburse us for all costs and expenses connected with
the inspection (1ncluding, without limitation, reasonable accounting and attorneys’ fees) These remedies
shall be tn addition to any other remedies we may have at law or 1n equity

114 Correction of Errors

You understand and agree that our receipt or acceptance of any of the statements furnished or
royalties paid to us (or the cashing of any royalty checks or processing of any EFTs) shall not preclude us
from questioning the correctness thereof at any time and, 1n the event that any inconsistencies or mistakes
are discovered 1n such statements or payments, they shall immediately be rectified by you and the
appropriate payment shall be made by you

115 Authorization of Us

You hereby authorize (and agree to execute any other documents deemed necessary to effect such
authorization) all banks, financial institutions, businesses, suppliers, manufacturers, contractors, vendors
and other persons or entittes with which you do business to disclose to us any requested financial
information 1n thetr possession relating to you or the Store  You authorize us to disclose data from your
reports, 1f we determine, in our sole and absolute discretion, that such disclosure 1s necessary or advisable,
which disclosure may include disclosure to prospective or existing franchisees or other third parties

116 We are Attorney-n-Fact

Notwithstanding any forms and documents which may have been executed by you under Section
7 10, you hereby appoint us as your true and lawful attorney-in-fact with full power and authority, for the
sole purpose of obtaining any and all returns and reports filed by you with any state and/or federal taxing
authority pertaining to the Franchised Business This power of attorney shall survive the expiration or
termination of this Agreement

ARTICLE 12
INSURANCE

121  Youshall procure, prior to commencing construction of the Store, and shall maintain 1n
full force and effect at all times during the term of this Agreement (and for such pertod thereafter as s
necessary to provide the coverages required hereunder for events having occurred during the term of this
Agreement) at your expense, an nsurance policy or policies protecting you and us, our successors and
assigns, our affiliates, and our respective officers, directors, shareholders, partners, agents,
representatives, independent contractors and employees of each of them against any demand or claim
with respect to personal injury, death or property damage, or any loss, liability or expense whatsoever
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arising or occurring upon or in connection with the Store  Such nsurance policies must be written by an
Insurance company acceptable to us and which has a rating of “A” or higher with A M Best Company

122 Such policy or policies shall be written by a responsible, duly licensed carrier or carriers
reasonably acceptable to us and shall include, at a mimmum (except as additional coverages and higher
policy limits may reasonably be specified by us from time to time), in accordance with standards and
specifications set forth in writing, any insurance that you must have according to the terms of the lease for
the Accepted Location and as required by applicable law  You must obtain and maintain at your own
expense the insurance coverage that we and your Store’s landlord periodically require  You must also
meet the other insurance-related obligations in the Franchise Agreement Our specific insurance
requirements will be included m the Manuals, and these requirements may change over time You must
comply with any modified mmsurance requirement that we specify You must obtain the required
insurance coverages not later than the date you acquire the approved location for your Store

You must maintarn the following insurance coverages, at a minimum

) public general liability msurance, including products liability coverage, in the
minimum amount of $Two Milhion Dollars ($2,000,000) combined single limit,
2) fire and extended coverage insurance on the premises of your Store with full

replacement coverage,

1
3) fire-legal hability coverage in an amount equal to the value of the franchised
location,

) business nterruption insurance in amounts sufficient to cover fwelve (12) months
of continuing fees payable to us, twelve (12) months of rent, twelve (12) months of insurance premiums
and other fixed expenses,,

&) worker’s compensation and unemployment nsurance and all other insurance
required by law, and -

(6) any other insurance that may be required by the lease or mortgage for your
premises or that we may require in the future

We may require you to buy insurance coverage for other risks or to increase the amount of
coverage of certain risks We may also require different or additional insurance during the term of your
Franchise Agreement You must purchase your insurance from an insurance provider with an A M Best
rating of “A” or higher We reserve the night to designate the specific insurance company or broker that
you must use You must provide us with a certificate of insurance showing that you have obtained the
required msurance before your Store opens You must also provide us with updated certificates of
insurance prior to expiration of each required policy

Each insurance policy must

1 name us and our respective officers, directors, partners, and employees as
additional named nsureds and contain a waiver of all subrogation rights against us,

2) provide at least the types and mimimum amounts of coverage specified in the
Franchise Agreement or otherwise in the Manuals, and
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3) provide for thirty (30) days' prior written notice to us of any material
modification, cancellation, or expiration of any policy

Our nsurance requirements will not limit your liability under the Franchise Agreement You
must pay all amounts owed to us or our affiliates, regardless of the limits of your insurance policies If
you fail or refuse to obtain the required insurance coverages, we may obtain insurance on your behalf and
you must reimburse us for the premium costs '

We strongly advise you to consult with an insurance professional, to determine the sufficiency of
our minimum coverages for your Store

123 Your obligation to obtain and maintain the foregoing policy or policies in the amounts
specified shall not be limited 1n any way by reason of any insurance which may be maintatned by us, nor
shall your performance of that obhigation reheve you of habihity under the indemnity provisions set forth
in Article 15 of this Agreement

124 All general hability and property damage policies shall contain a provision that we, our
affiliates and the officers, directors, shareholders, partners, agents, representatives, independent
contractors, servants and employees of each of them, although named as insureds, shall nevertheless be
entitled to recover under such policies on any loss occasioned to us or our servants, agents or employees
by reason of the negligence of you or your servants, agents or employees

125  Before construction of the Store commences, and thereafter within ten (10) days prior to
the expiration of any such policy, you shall deliver to us Certificates of Insurance evidencing the
existence and continuation of proper coverage with limits not less than those required hereunder In
addition, 1f requested by us, you shall deliver to us a copy of the insurance policy or policies required
hereunder All insurance polictes required hereunder, with the exception of workers’ compensation, shall
name us, our affiliates and the officers, directors, shareholders, partners, agents, representatives,
independent contractors, servants and employees of each of them, as additional named insureds, and shall
expressly provide that any interest of same therein shall not be affected by any breach by you of any
policy provisions Further, all insurance policies required hereunder shall expressly provide that no less
than thirty (30) days’ prior written notice shall be given to us in the event of a material alteration to or
cancellation of the policies

126  Should you, for any reason, fail to procure or maintain the insurance required by this
Agreement, as such requirements may be revised from time to time by us in wnting, we shall have the
right and authority (without, however, any obligation to do so) immediately to procure such insurance and
to charge same to you, which charges shall be payable by you immediately upon notice together with a
ten percent (10%) administrative fee The foregoing remedies shall be in addition to any other remedies
we may have at law or 1n equity

127  Upon written request by us, you shall procure from your insurance carrier or carriers a
report of claims made and reserves set against your insurance policies

128  We reserve the nght to modify the types of insurance coverages and amounts of coverage

that you are required to maintain for the Store, and you agree to comply with any such changes, at your
expense
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ARTICLE 13
DEBTS AND TAXES

131 Taxes

You shall promptly pay when due all Taxes (as defined below), levied or assessed, and all
accounts and other indebtedness of every kind incurred by you 1n the conduct of the Franchised Business
under this Agreement Without limiting the provisions of Article 15, you shall be solely hable for the
payment of all Taxes and shall indemnify us for the full amount of all such Taxes and for any hability
(including penalties, interest and expenses) arising from or concerning the payment of Taxes, whether
such Taxes were correctly or legally asserted or not You shall submit a copy of all tax filings sent to
federal, state and local tax authorities to us within ten (10) business days after such filing has been made
with the appropriate taxing authority

The term “Taxes” means any present or future taxes, levies, imposts, duties or other charges of
whatever nature, including any interest or penalties thereon, imposed by any government or pohtical
subdivision of such government on or relating to the operation of the Franchised Business, the payment of
monies, taxes tmposed on the Royalty Fees paid to us, or the exercise of rights granted pursuant to this
Agreement, whether imposed upon you or us

132  Payments to Us

Each payment to be made to us hereunder shall be made free and clear and without deduction for
any Taxes

133  Tax Disputes

In the event of any bona fide dispute as to your liability for taxes assessed or other indebtedness,
you may contest the validity or the amount of the tax or indebtedness 1n accordance with the procedures
of the taxing authority or applicable law However, 1n no event shall you permtt a tax sale or seizure by
levy of execution or:similar writ or warrant or attachment by a creditor to occur against the premises of
the Franchised Business or any improvemenits thereon

134 Comphance with Laws

You shall comply with all federal, state and local laws, rules and regulations and shall timely
obtain any and all permits, certificates or licenses necessary for the full and proper conduct of the
Franchised Business, including, without limitation, licenses to do business, fictitious name registrations,
sales tax permits, fire clearances, health permits, certificates of occupancy and any permuts, certificates or
licenses required by any environmental law, rule or regulation

135 Notification of Action or Proceeding

You shall nottfy and deliver to us, in writing within five (5) days of the commencement of any
action, suit or proceeding and of the i1ssuance of any order, writ, injunction, award or decree of any court,
agency or other governmental instrumentality, which may adversely affect the operation or financial
condition of the Franchised Business
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ARTICLE 14
TRANSFER OF INTEREST

141 Transfer by Us

We shall have the night 1o assign this Agreement and all of our attendant nights and privileges to
any person, firm, corporation or other entity provided that, with respect to any assignment resulting in the
subsequent performance by the assignee of our functions (1) the assignee shall, at the time of such
assignment, be financially responsible and economically capable of performing our obligations, and
(u) the assignee shall expressly assume and agree to perform such obligattons

You expressly affirm and agree that we may sell our assets, our rights to the Marks or to the
System outright to a third party, may go public, may engage in a private placement of some or all of our
securities, may merge, acquire other corporattons, or be acquired by another corporation, may undertake a
refinancing, recapitalization, leveraged buyout or other economic or financial restructuring, and, with
regard to any or all of the above sales, assignments and dispositions, you expressly and specifically waive
any claims, demands or damages arising from or related to the loss of said Marks (or any variation
thereof) and/or the loss of association with or identification of “Loving Cup Franchise Company LLC,” as
Franchisor Nothing contained in this Agreement shall require us to remain 1n the frozen dessert business
or to offer the same products and services, whether or not bearing the Marks, in the event that we exercise
our right to assign our rights tn this Agreement

142  Transfer by You

1421 You understand and acknowledge that the rights and duties set forth 1n this
Agreement are personal to you, and that we have granted rights under this Agreement in reliance on the
business skill, financial capacity and personal character of you and the Controlling Principals
Accordingly, neither you nor any Controlling Principal, nor any successor or assignee of you or any
Controlling Principal, shall sell, assign (including but not hmited to by operation of law, such as an
assignment under bankruptcy or mnsolvency laws, 1n connection with a merger, divorce or otherwise),
transfer, convey, give away, pledge, mortgage or otherwise encumber any direct or indirect interest in this
Agreement, 1n the Store and/or any of the Store’s material assets (other than in connection with replacing,
upgrading or otherwise dealing with such assets as required or permitted by this Agreement), 1n you or in
any Controlling Principal that 1s an entity, in each case without our prior written consent Any purported
assignment or transfer, by operation of law or otherwise, made in violation of this Agreement shall be null
and void and shall constitute a material event of default under this Agreement

142 2 If you wish to transfer all or part of your interest in the Store, any of the Store’s
material assets (except as provided 1n Section 14 2 1 above) or this Agreement, or 1f you or a Controlling
Principal wishes to transfer or permit a transfer of any ownership interest in you or in a Controlling
Principal that 1s an entity, then 1n each such case (any or all of which are referred to 1n this Article 14 as a
“Restricted Transfer™), transferor and the proposed transferee shall apply to us for our consent We shall
not unreasonably withhold our consent to a Restricted Transfer We may, in our sole discretion, require
any or all of the following as conditions of our approval

(a) All of the accrued monetary obligations of you or any of your affiliates
and all other outstanding obligations to us ansing under this Agreement or any other agreement shall have
been satisfied in a timely manner and you shall have satisfied all trade accounts and other debts, of
whatever nature or kind, in a timely manner,
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(b) You and your affiliates shall not be in default of any provision of this
Agreement, any amendment hereof or successor hereto, or any other agreement between you or any of
your affiliates and us or any of our affiliates at the time of transaction

© The transferor and its principals (1f applicable) shall have executed a
general release, 1n a form reasonably satisfactory to us, of any and all claims against us, our officers,
directors, shareholders, partners, agents, representatives, independent contractors, servants and employees
of each of them, in their corporate and individual capacities, including, without hmitation, claims arising
under this Agreement and federal, state and local laws, rules and regulations,

(d) The transferee shall demonstrate to our reasonable satisfaction that
transferee meets the criteria considered by us when reviewing a prospective franchisee’s application for a
franchise, including, but not limited to, our educational, managerial and business standards, transferee’s
good moral character, business reputation and credit rating, transferee’s aptitude and ability to conduct
the business franchised herein (as may be evidenced by prior related business experience or otherwise),
transferee’s financial resources and capital for operation of the business, and the geographic proximity
and number of other Stores owned or operated by transferee,

(e) The transferee shall enter into a written agreement, in a form reasonably
satisfactory to us, assuming full, unconditional, joint and several liability for, and agreeing to perform
from the date of the transfer, all obligations, covenants and agreements contatned in this Agreement, and,
if transferee 1s a corporation or a partnership, transferee’s shareholders, partners or other investors, as
applicable, shall execute such agreement as transferee’s principals and guarantee the performance of all
such obligations, covenants and agreements,

H The transferee shall execute, for a term ending on the expiration date of
this Agreement and with such renewal terms as may be provided by this Agreement, the standard form
franchise agreement then being offered to new System franchisees and other ancillary agreements as we
may require for the Store, which agreements shall supersede this Agreement and 1ts ancillary documents
n all respects and the terms of which agreements may differ from the terms of this Agreement, including,
without [imitation, the then-current Royalty Fee and Brand Development Fee, provided, however, that the
transferee shall not be required to pay any 1nitial franchise fee,

(2 The transferee, at 1ts expense, shall renovate, modernize and otherwise
upgrade the Store and, if applicable, any catering vehicles to conform to the then-current standards and
spectfications of the System, and shall complete the upgrading and other requirements which conform to
the System-wide standards within the time period reasonably specified by us,

(h) The transferor shall remain hable for all of the obligations to us in
connection with the Store incurred prior to the effective date of the transfer and shall execute any and all
instruments reasonably requested by us to evidence such hability,

) At the transferee’s expense, the transferee, the transferee’s General
Manager and/or any other applicable Store personnel shall complete any training programs then n effect
for franchisees of Stores upon such terms and conditions as we may reasonably require,

) You shall pay to us a transfer fee equal to two-thirds (2/3) of our then-
current 1nitial franchise fee for a single unit franchuse, 1f the transfer 1s to a new franchisee for the System,
or one-third (1/3) of our then-current initial franchise fee for a single unit franchise, if the transfer 1s to an
existing franchisee in the System, to reimburse us for reviewing the application to transfer, including,
without limitation, training expenses, legal and accounting fees,
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k) If the transferee 1s a corporation, limited hability company or a
partnership, the transferee shall make and will be bound by any or all of the representations, warranties
and covenants set forth at Article 6 as we request Transferee shall provide to us evidence satisfactory to
us that the terms of such Section have been satisfied and are true and correct on the date of transfer

1423 You shall not grant a secunty interest in the Store or 1n any of your assets without
our prior written consent, which shall not be unreasonably withheld In connection therewith, the secured
party will be required by us to agree that in the event of any default by you under any documents related
to the security interest, we shall have the right and option to be substituted as obligor to the secured party
and to cure any default of yours

1424 You acknowledge and agree that each condition which must be met by the
transferee 1s reasonable and necessary to assure such transferee’s full performance of the obligations
hereunder

143  Transfer to a Corporation or Limited Liability Company

In the event the proposed transfer 1s from one (1) or more individuals to a corporation or limited
liability company formed solely for the convemence of ownership, our consent may be conditioned upon
any of the requirements set forth at Section 14 2 2, except that the requirements set forth at Sections
14 2 2(c), 14 2 2(d), 14 2 2(f), 14 2 2(g), 14 2 2(1), 14 2 2(j) and 14 2 2(k) shall not apply With respect to
a transfer to a corporation formed for the convenence of ownership, you shall be the owner of all of the
voting stock or interest of the corporation and if you are more than one (1) individual, each individual
shall have the same proportionate ownership interest in the entity as he had n you prior to the transfer A
transfer under this Section 14 3 may occur one (1) time only

144  Our Right to Purchase Business .

1441 If you wish to transfer all or part of your interest in the Store or this Agreement
or 1f you or a Controlling Princtpal wish to transfer any ownership interest 1n you, pursuant to any bona
fide offer received from a third party to purchase such interest, then such proposed seller shall promptly
notify us 1n wrniting of each such offer, and shall provide such information and documentation relating to
the offer as we may require We shall have the nght and option, exercisable within thirty (30) days after
receipt of such wntten notification and copies of all documentation required by us describing such offer,
to send written notice to the seller that we intend to purchase the seller’s interest on the same terms and
conditions offered by the third party In the event that we elect to purchase the seller’s interest, closing on
such purchase must occur within the latest of (1) sixty (60) days from the date of notice to the seller of the
election to purchase by us, (u) sixty (60) days from the date we receive or obtain all necessary
documentation, permits and approvals, or (111) such other date as the parties agree upon in writing Any
matenial change in the terms of any offer prior to closing shall constitute a new offer subject to the same
right of first refusal by us as in the case of an inihial offer Our failure or refusal to exercise the option
afforded by this Section 14 4 shall not constitute a waiver of any other provision of this Agreement,
including all of the requirements of Article 14, with respect to a proposed transfer

(a) In the case of a Restricted Transfer involving a bona fide purchase offer,
then such proposed seller shall promptly notify us in writing of each such offer, and shall provide such
information and documentation relating to the offer as we may require We shall have the right and
option, exercisable within thirty (30) days after receipt of such written notification and copies of all
documentation required by us describing such offer, to send written notice to the seller that we intend to
purchase the interest proposed to be transferred in the Restricted Transfer on the same terms and
conditions offered by the proposed purchaser (the “Offer Terms™) In the event that we elect to purchase
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the seller’s interest, closing on such purchase must occur within the latest of (1) sixty (60) days from the
date of notice to the seller of the election to purchase by us, (1) sixty (60) days from the date we receive
or obtain all necessary documentation, permits and approvals, or (u11) such other date as the parties agree
upon in writing Any material change in the terms of any offer prior to closing shall constitute a new
offer subject to the same right of first refusal by us as 1n the case of an initial offer Qur failure or refusal
to exercise the option afforded by this Section 14 4 shall not constitute a waiver of any other provision of
this Agreement, including all of the requirements of Article 14 with respect to a proposed transfer

(b) Notwithstanding the provisions of Section 14 4 1(a) above, where the
Restricted Transfer (alone or together with any other Restricted Transfer or event effected within the prior
twenty-four (24) month period) results 1n a “Change of Control”, we may elect, in our sole discretion, to
treat the notice given pursuant to such Section 14 4 1(a) as an offer to assign to us all of your rights under
this Agreement and to the Store (including lease and contract nights and other assets of you and your
affihates used in connection with the Store, excluding the assets of your benefit plans) (collectively, the
“Store Interests ) As used in this Section 14 4 1(b), Change of Control means any circumstance resulting
in one_(1) or more of your Controlling Principals ceasing to be a Principal and/or the addition of any new
Princtpal In such case, we shall notify you of the special election provided for in this Section 14 4 1(b) at
the time we exercise our option as provided in Section 14 4 1(a) The terms of such purchase shall be the
same as the Offer Terms (subject to the other provisions of this Section 14 4), but the price shall be the
lesser of (1) the Implied Market Price or (2) the fair market value of the Store Interests, determined 1n a
manner consistent with Section 18 12 1  As used herein, “Implied Market Price” shall mean an amount
equal to the total price to be paid by the transferee under the Offer Terms, divided by the percentage
(expressed as a decimal) of ownership of you proposed to be acquired (directly or indirectly) by the
transferee, less the fair market value (determined as provided in Section 18 12 1) of any assets included in
the Restricted Transfer that are not related to the Store If you have more than one (1) Store, then the
Implied Market Price shall, unless otherwise agreed by us and you, be allocated among all Stores equally

(c) We may assign our rights under this Section 14 4 to any other person or
entity, subject to Section 14 | above

(d) It shall be a material obligation of yours under this Agreement to cause
any transferor and transferee described in this Article 14 to perform all of the obligations imposed on such
persons under this Article 14

1442 In the event an offer from a third party provides for payment of consideration
other than cash or involves certain intangible benefits, we may elect to purchase the interest proposed to
be sold for the reasonable cash equivalent If the parties cannot agree within a reasonable time on the
reasonable cash equivalent of the non-cash part of the Offer Terms, then such amount shall be determined
by two (2) appraisers, with each party selecting one (1) appraiser, and the average of their determinations
shall be binding In the event of such appraisal, each party shall bear its own legal and other costs and
each shall pay one-half (1/2) of the appraisal fees In the event that we exercise our right of first refusal
herein provided, we shall have the right to set off against any payment therefor (1) all fees for any such
independent appraiser due from you hereunder and (11) all amounts due from you to us

1443 Failure to comply with the provisions of this Section prior to the transfer of any

interest in you, the Store or this Agreement shall constitute a material event of default under this
Agreement

Loving Cup/FA-04e02 40



145  Death or Disability

1451 Upon your death (if you are a natural person) or upon the death of any
Controlling Principal who 1s a natural person and who has an interest in this Agreement, the Store or you
(the “Deceased’), the executor, administrator or other personal representative of the Deceased shall
transfer such interest to a third party approved by us within twelve (12) months after the death If no
personal representative 1s designated or appointed or no probate proceedings are nstituted with respect to
the estate of the Deceased, then the distributee of such interest must be approved by us If the distributee
15 not approved by us, then the distributee shall transfer such interest to a third party approved by us
within twelve (12) months after the death of the Deceased

1452 Upon your permanent disability (if you are a natural person) or upon the
permanent disability of any Controlling Principal who 1s a natural person and who has an interest in this
Agreement, the Store or you, we may, 1n our reasonable discretion, require such interest to be transferred
to a third party 1n accordance with the conditions described 1n this Article 14 within six (6) months after
notice to you “Permanent disability” shall mean any physical, emotional or mental injury, illness or
incapacity which would prevent a person from performing the obligations set forth in this Agreement or
in the guaranty made part of this Agreement for at least ninety (90) consecutive days and from which
condition recovery within ninety (90) days from the date of determination of disability 1s unhkely
Permanent disability shall be determined by a licensed practicing physician selected by us, upon
examination of the person, or If the person refuses to submit to an examination, then such person
automatically shall be deemed permanently disabled as of the date of such refusal for the purpose of this
Section 14 5 The costs of any examination required by this Section shall be paid by us

1453 Upon the death or claim of permanent disability of you or any Controlling
Principal, you or a representative of yours must notify us of such death or claim of permanent disability
within ten (10) days of 1ts occurrence Any transfer upon death or permanent disability shall be subject to
the same terms and conditions as described 1n this Section for any inter vivos transfer If an interest 1s not
transferred upon death or permanent disability as required in this Section, then such failure shall
constitute a material event of default under this Agreement

14 54 In order to prevent any interruption of the Store operations which would cause
harm to the Store, thereby depreciating the value thereof, you authorize us, who may, at our option, in the
event that you are absent for any reason or are incapacitated by reason of illness and are unable, in our
sole and reasonable judgment, to operate the Store to our required standards, operate the Store for so long
as we deem necessary and practical, and without waiver of any other rights or remedies we may have
under this Agreement All monies from the operation of the Store during such period of operation by us
shall be kept 1n a separate account, and the expenses of the Store, including reasonable compensation and
expenses for our representative, shall be charged to said account If] as herein provided, we temporarily
operate the Store franchised herein for you, you agree to tndemnify and hold harmiess us and any
representative of ours who may act hereunder, from any and all acts which we may perform, as regards
the interests of you or third parties If we temporarily operate the Store franchised herein on your behalf,
you also agree to pay us the then-current fee for the management and maintenance of the Store tn your
absence

146 No Waiver of Claims

Our consent to a transfer of any interest described herein shall not constitute a waiver of any
claims which we may have against the transferring party, nor shall 1t be deemed a waiver of our nght to
demand material and full comphance with any of the terms of this Agreement by the transferee
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147 Transfer Between Owners

If any person holding an interest in you, this Agreement or the Store (other than you or a
Controlling Principal, which parties shall be subject to the provisions set forth above) transfers such
interest, whether to another Principal or to a new Principal, then you shall promptly submit to us a request
for our approval of such proposed transfer in writing and shall provide such information relative thereto
as we may reasonably request prior to such transfer, together with payment of One Thousand Five
Hundred Dollars ($1,500) Such transferee may not be a competitor of ours Such transferee will be your
Principal and as such will have to execute a confidentiality agreement and ancillary covenants not to
compete in the form then required by us, which form shall be in substantially the same form attached
hereto as Attachment D (see Sections 1022 and 103 4) We also reserve the right to designate the
transferee as one of the Controlling Principals Notwithstanding the provisions contained in Section 14 2
to the contrary, the Controlling Principals may freely transfer their ownership interests in you among
themselves and to their family members (or to trusts for the benefit of such family members), and our
right of first refusal shall be mapplicable with respect to such transfers, provided you provide us with
thirty (30) days prior written notice of such transfer, which notice shall include the names and percentages
transferred

ARTICLE 15
INDEMNIFICATION

151 Indemnification by You

You and each of the Controlling Principals shall, at all times, indemnify and hold harmless to the
fullest extent permitted by law us, our successors and assigns, their respective partners and affiliates and
the officers, directors, shareholders, partners, agents, representatives, independent contractors, servants
and employees of each of them (“Indemnitees™), from all “losses and expenses” (as defined 1n Section
15 4 below) incurred 1n connection with any action, suit, proceeding, claim, demand, investigation or
inquiry (formal or informal), or any settlement thereof (whether or not a formal proceeding or action has
been instituted) which arises out of or 1s based upon any of the following

1511 The infringement, alleged infringement, or any other violation or alleged
violation by you or any of the Controlling Principals of any patent, trademark or copyright or other
proprietary right owned or controlled by third parties (except as such may occur with respect to any right
to use the Marks, any copyrights or other proprietary information granted hereunder pursuant to
Article 10), inctuding, but not limited to, the unauthorized use of any image, likeness or recording of a
public figure,

1512 The violation, breach or asserted violation or breach by you or any of the
Controlling Principals of any federal, state or local law, regulation, ruling, standard or directive or any
industry standard,

1513 Libel, slander or any other form of defamation of us, the System or any
franchisee operating under the System, by you or by any of the Controlling Principals,

1514 The violation or breach by you or by any of the Controlling Principals of any
warranty, representation, agreement or obligation in this Agreement or in any other agreement between
you or any of your affiliates and us and our Indemnitees, and

1515 Acts, errors, or omissions of you, any of your affiliates and any of the

Controlling Principals and the officers, directors, shareholders, partners, agents, representatives,
independent contractors and employees of you and your affiliates 1n connection with the establishment
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and operation of the Store, including, but not hmited to, any acts, errors or omissions of any of the
foregoing in the operation of any motor vehicle The parties understand and agree that we cannot and do
not exercise control over the manner of operation of any motor vehicles used by, or on behalf of, you or
any employee, agent or independent contractor of yours and that the safe operation of any motor vehicle
1s, therefore, entirely your responsibility

152 Notification of Action or Claim

You and each of the Controlling Principals agree to give us prompt notice of any such action,
sutt, proceeding, claim, demand 1nquiry, or investigation At the expense and risk of you and each of the
Controlling Principals, we may elect to assume (but under no circumstance are we obligated to undertake)
or appoint associate counsel of our own choosing with respect to, the defense and/or settlement of any
such action, suit proceeding, claim, demand, inquiry or investigation Such an undertaking by us shall, in
no manner or form, diminush the obligation of you and each of the Controlling Principals to indemmfy the
Indemmitees and to hold them harmless

153 We May Settle

In order to protect persons or property, or our reputation or goodwill, or the reputation or
goodwill of others, we may, at any time and without notice, as we n our reasonable judgment deem
appropriate, consent or agree to settlements or take such other remedial or corrective action as we deem
expedient with respect to the action, suit, proceeding, claim, demand, inquiry or nvestigation 1f, in our
reasonable judgment, there are reasonable grounds to beheve that

1531 any of the acts or circumstances enumerated in Section 15 1 1 through 1514
above have occurred, or

1532 any act, error, or omission as described 1n Section 15 1 5 may result directly or
indirectly in damage, injury, or harm to the System, any person or any property

154  Losses and Expenses

All losses and expenses incurred under this Article 15 shall be chargeable to and paid by you or
any of the Controlling Principals pursuant to your obligations of indemnity under this Section, regardless
of any actions, activity or defense undertaken by us or the subsequent success or failure of such actions,
activity or defense

As used 1n this Article 15, the phrase “losses and expenses” shall include, without limitation, all
losses, compensatory, exemplary or punitive damages, fines, charges, costs, expenses, lost profits,
reasonable attorneys’ fees, court costs, settlement amounts, judgments, compensation for damages to our
reputation and goodwill, costs of or resulting from delays, financing, costs of advertising material and
media time/space, and costs of changing, substituting or replacing the same, and any and all expenses of
recall, refunds, compensation, public notices and other such amounts incurred in connection with the
matters described

155 Indemnitees Do Not Assume Liability

The Indemnitees do not hereby assume any hability whatsoever for acts, errors, or omissions of
any third party with whom you, any of the Controlling Principals, your affiliates or any of the officers,
directors, shareholders, partners, agents, representatives, independent contractors and employees of you or
your affiliates may contract, regardless of the purpose You and each of the Controlling Principals shall
hold harmless and indemnify the Indemnitees for all losses and expenses which may arise out of any acts,
errors or omissions of you, the Controlling Principals, your affiliates, the officers, directors, shareholders,
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partners agents, representatives, independent contractors and employees of you and your affiliates and
any such other third parties without himitation and without regard to the cause or causes thereof or the
negligence of us or any other party or parties arising in connectton therewith and whether such neghgence
be sole, joint or concurrent, or active or passive

156 Recovery from Third Parties

Under no circumstances shall the Indemnitees be required or obligated to seek recovery from
third parties or otherwise mitigate their losses 1n order to maintain a claim against you or any of the
Controlling Principals  You and each of the Controlling Principals agree that the failure to pursue such
recovery or mitigate loss will in no way reduce the amounts recoverable from you or any of the
Controlling Principals by the Indemnitees

157  Survival of Terms
You and the Controlling Principals expressly agree that the terms of this Article 15 shall survive
the termination, expiration or transfer of this Agreement or any interest herein

ARTICLE 16
RELATIONSHIP OF THE PARTIES -

161  No Fiduciary Relationship

The parties acknowledge and agree that you shall be an independent contractor and this
Agreement does not create a fiduciary relationship between them, and that nothing in this Agreement 1s
intended to constitute either party an agent, legal representative, subsidiary, joint venturer, partner,
employee, joint employer or servant of the other for any purpose You understand and agree that you are
and will be an independent contractor under thus Agreement Nothing in this Agreement may be
interpreted as creating a partnership, joint venture, agency, employment or fiduciary relationship of any
kind Your employees are not our employees Neither you nor any of your employees whose
compensation you pay may in any way, directly or by implication, shall be considered our employee for
any purpose, regardless of inclusion 1n mandated or other insurance coverage, tax or contributions, or
requirements pertaining to withholdings, levied or fixed by any city, state or federal governmental
agency We will not have the power to hire or terminate the employment of your employees You
expressly agree, and will never claim otherwise, that our authority under this Agreement to determine that
certain of your employees are qualified to perform certain tasks for your Store does not directly or
indirectly vest 1n us the power to influence the employment terms of any such employee

You agree that you alone are to exercise day-to-day control over all operations, activities and
elements of your Store and that under no circumstance shall we do so or be deemed to do so  You further
acknowledge and agree, and wiil never claim otherwise, that the various restrictions, prohibitions,
specifications and procedures of the System which you are required to comply with under this Agreement,
whether set forth in our Manuals or otherwise, do not directly or indirectly constitute, suggest, infer or
imply that we control any aspect or element of the day-to-day operations of your Franchised Business,
which you alone control, but only constitute standards you must adhere to when exercising your control
of the day-to-day operations of your Store

162  Independent Contractor

During the term of this Agreement, you shall hold yourself out to the public as an independent
contractor conducting your Store operations pursuant to the rights granted by us You agree to take such
action as shall be reasonably necessary to that end, including, without limitation, exhibiting a notice of
that factin a conspicuous place on the Store premises established for the purposes hereunder or on any

Loving Cup/FA-8He02 44



delivery vehicle and on ali letterhead, business cards, forms, and as further described in the Manuals We
reserve the night to specify in writing the content and form of such notice

You acknowledge and agree that any training we provide for your employees 1s geared to impart
to those employees, with your ultimate authority, the various procedures, protocols, systems and
operations of a Loving Cup Store and 1n no fashion reflects any employment relationship between us and
such employees If it 1s ever asserted that we are the employer, joint employer or co-employer of any of
your employees 1n any private or government investigation, action, proceeding, arbitration or other
setting, you trrevocably agree to assist us 1n defending said allegation, appearing at any venue requested
by us to testify on our behalf, participating in depositions or other appearances, or preparing affidavits
rejecting any assertion that we are the employer, joint employer or co-employer of any of your
employees

163  Sole and Exclusive Employer of Your Employees

You hereby irrevocably affirm, attest and covenant your understanding that your employees are
employed exclusively by you and 1n no fashion are any such employee employed, jointly employed or co-
employed by us You further affirm and attest that each of your employees is under your exclusive
dominion and control and never under our direct or indirect control 1n any fashion whatsoever You alone
hire each of your employees, set their schedules, estabhish their compensation rates, and pay all salaries,
benefits and employment-related habilities (such as workers’ compensation insurance premiums/payroll
taxes/Social Security contributions/unemployment insurance premiums) You alone have the ability to
discipline or terminate your employees to the exclusion of us, and you acknowledge that we have no such
authority or ability  You further attest and affirm that any mimimum staffing requirements established by
us are solely for the purpose of ensuring that the Store is at all times staffed at those levels necessary to
operate the Store in conformity with the System and the products, services, standards of quality and
efficiency, and other Loving Cup brand attributes known to and desired by the consuming public and
associated with the Proprietary Marks You affirm, warrant and understand that you may staff the Store
with as many employees as you desire at any time so long as our mrmimal staffing levels are achieved
You also affirm and attest that any recommendations you may receive from us regarding salaries, hourly
wages or other compensation for employees are recommendations only, designed to assist you to
efficiently operate your Store, and that you are entirely free to disregard our recommendations regarding
such employee compensation Moreover, you affirm and attest that any training provided by us for your
employees 1s geared to impart to those employees, with your ultimate authority, the various procedures,
protocols, systems and operations of a Loving Cup Store and 1n no fashion reflects any employment
relationship between us and such employees Finally, should 1t ever be asserted that we are the employer,
Jomnt employer or co-employer of any of your employees 1n any private or government investigation,
action, proceeding, arbitration or other setting, you irrevocably agree to assist us wn defending said
allegation, including (if necessary) appearing at any venue requested by us to testify on our behalf (and,
as may be necessary, submitting yourself to depositions, other appearances and/or preparing affidavits
dismissive of any allegation that we are the employer, joint employer or co-employer of any of your
employees) To the extent we are the only named party 1n any such investigation, action, proceeding,
arbitration or other setting to the exclusion of you, should any such appearance by you be requtred or
requested by us, we will recompense you the reasonable costs associated with your appearing at any such
venue

1

16 4 You are Not Authorized

You understand and agree that nothing in this Agreement authorizes you or any of the Controlling
Principals to make any contract, agreement, warranty or representatton on our behalf, or to incur any debt
or other obligation 1n our name or the Marks, and that we shall in no event assume liability for, or be
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deemed liable under this Agreement as a result of, any such action, or for any act or omission of you or
any of the Controlling Principals or any claim or judgment arising therefrom

ARTICLE 17
TERMINATION

171  Automatic Termination — No Right to Cure

1711 You acknowledge and agree that each of your obhgations described in this
Agreement 1s a material and essential obligation of yours, that non-performance of such obligations will
adversely and substantially affect us and the System, and that our exercise of the rights and remedies set
forth herein 1s appropriate and reasonable

17 12 You shall be in default under this Agreement, and all nghts granted to you herein
shall automatically terminate without notice to you, if you, or any of your partners, 1f you are a
partnership, or any of your officers, directors, shareholders, or members, 1f you are a corporation or
limited hability company, shall become insolvent or make a general assignment for the benefit of
creditors, If a petition tn bankruptcy 1s filed by you or such a petition 1s filed against and not opposed by
you, 1f you are adjudicated a bankrupt or insolvent, if a bill in equity or other proceeding for the
appointment of a receiver or other custodian for you or your business or assets 1s filed and consented to
by you, if a receiver or other custodian (permanent or temporary) of your assets or property, or any part
thereof, 1s appointed by any court of competent jurisdiction, if proceedings for a composition with
creditors under any state or federal law should be instituted by or against you, if a final judgment remains
unsatisfied or of record for thirty (30) days or longer (unless a supersedeas bond ts filed), if you are
dissolved, 1f execution 1s levied against your business or property, if suit to foreclose any lien or mortgage
against the premises or equipment 1s instituted against you and not dismissed within thirty (30) days, or if
the real or personal property of the Franchised Business shall be sold after levy thereupon by any shenff,
marshal, or constable

1713 You shall be deemed to be in material default and we may, at our option,
terminate this Agreement and all nghts granted hereunder, without affording you any opportunity to cure
the default, (except as otherwise stated below), effective immediately upon notice to you, upon the
occurrence of any of the following events

(a) If you operate the Store or sell any products or services authorized by us
for sale at the Store at a location which has not been approved by us,

(b) If you fail to acquire an Accepted Location for the Store within the time
and 1n the manner specified in Article 2,

© If you fail to construct or remodel the Store 1n accordance with the plans
and specifications provided to you under Section 5 3 as such plans may be adapted with our approval in
accordance with Section 2 5,

(d) If you fail to open the Store for business within the period specified 1n
Section 2 6 hereof,

(e) If you at any time cease to operate or otherwise abandon the Store (you
will be deemed to have abandoned the Store 1f you do not operate 1t for three (3) consecutive days, unless
the closure 1s due to circumstances beyond your control or we have consented to such closure), or lose the
right to possession of the premises (including, without limitation, if the lease or any other agreement by
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which you have the right to possess the premises 1s terminated), or otherwise forfeit the right to do or
transact business 1n the jurisdiction where the Store 1s located, provided, however, that this provision shall
not apply in cases of Force Majeure (acts of God, strikes, lockouts or other industrial disturbances, war,
riot, epidemic, acts of terrorism, fire or other catastrophe or other forces beyond your control, provided,
however, that Force Majeure shall not include your lack of financing), if through no fault of yours the
premises are damaged or destroyed by an event as described above, provided that you apply within thirty
(30) days after such event for our approval to relocate or reconstruct the premises (which approval shall
not be unreasonably withheld) and you diligently pursue such reconstruction or relocation, such approval
may be conditioned upon the payment of our relocation fee,

® If you or any of the Controlling Principals are convicted of, or have
entered a plea of nolo contendere to, a felony, a cnime involving moral turpitude, or other crime that we
believe 1s reasonably hkely to have an adverse effect on the System, the Marks, the goodwill associated
therewith, or our interests therein,

(2) If a threat or danger to public health or safety results from the
construction, maintenance or operation of the Store,

(h) If you or any of the Controlling Principals purport to transfer any rights
or obligations under this Agreement or any interest in you or the Store to any third party without our prior
written consent or without offering us a right of first refusal with respect to such transfer, contrary to the
terms of Article 14 of this Agreement,

0) If you or any of your affiliates fail, refuse, or neglect promptly to pay any
montes owing to us, or any of our affiliates or vendors, when due under this Agreement or any other
agreement, or to submit the financial or other information required by us under this Agreement and do not
cure such default within five (5) days following notice from us (or such other cure period specified in
such other agreement, unless no cure period 1s stated or such penod 1s less than five (5) days, in which
case the five (5) day cure period shall apply),

) If you or any of the Controlling Principals fail to comply with the in-term
covenants 1n Section 10 3 hereof or you fail to obtain execution of the covenants and related agreements
required under Section 10 3 4 hereof within thirty (30) days following notice from us,

k) If, contrary to the terms of Section 1021 hereof, you or any of the
Controlling Principals disclose or divulge any confidential information provided to you or the Controlling
Principals by us, or fail to obtain execution of covenants and related agreements required under Section
10 2 2 hereof within thirty (30) days following notice from us,

Q)] If a transfer upon death or permanent disability 1s not transferred n
accordance with Article 14 and within the time periods theren,

(m) If you knowingly maintain false books or records, or submit any false
reports to us,

(n) If you breach 1n any material respect any of the covenants in any material
respect set forth in Article 6 or have falsely made any of the representations or warranties set forth in
Article 6,

(o) If you fail to propose a qualified replacement or successor General
Manager within the time required under Section 6 3 4 following ten (10) days prior written notice,
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P If you fail to procure and maintain the insurance policies required by
Article 12 and you fail to cure such default within ten (10) days following notice from us,

@ If you misuse or make any unauthorized use of the Marks or otherwise
materially impair the goodwill associated therewith or our nights therein, provided that, notwithstanding
the above, you shall be entitled to notice of such event of default and shall have twenty-four (24) hours to
cure such default,

(r) If you or any of the Controlling Principals commit three (3) material
events of default under this Agreement within any twelve (12) month period, whether or not such defaults
are of the same or different nature and whether or not such defaults have been cured by you after notice
by us,

(s) If any of your managers 1s not able to complete our initial training
program to our satisfaction, after having gitven you the opportunity to designate a replacement manager,

(1) If you fail to comply with all applicable laws and ordinances relating to
the Store, including Anti-Terrorism Laws, or 1f your or any of your owners’ assets, property, or interests
are blocked under any law, ordinance, or regulation relating to terrorist activities, or you or any of your
owners otherwise violate any such law, ordinance, or regulation, or

(u) Any license or permit you are required to maintamn for the operation of
the Store 1s revoked

172  Notice of Termination — 30 Days to Cure

Except as provided in Sections 17 1 2 and 17 1 3 of this Agreement, upon any default by you
which 1s susceptible of being, cured, we may terminate this Agreement by giving written notice of
termination stating the nature of such default to you at least thirty (30) days prior to the effective date of
termination However, you may avoid termination by immediately mitiating a remedy to cure such
default and curing 1t to our reasonable or making a bona fide attempt to cure to our reasonable satisfaction
within the thirty (30) day peniod and by promptly providing proof thereof to us  If any such default 1s not
cured within the specified time, or such longer period as apphcable law may require, this Agreement shall
terminate without further notice to you effective immediately upon the expiration of the thirty (30) day
period or such longer period as applicable law may require Defaults which are susceptible of cure
hereunder may nclude, but are not imited to, the following illustrative events

172 1 If you fail to comply with any of the requirements imposed by this Agreement, as
it may from time to time be amended or reasonably be supplemented by us, or fail to carry out the terms
of this Agreement 1n good faith

1722 If you fail to maintain or observe any of the standards, specifications or
procedures prescribed by us in this Agreement or otherwise in writing

1723 If you fail, refuse, or neglect to obtain our prior written approval or consent as
required by this Agreement

1724 If any license or permit you are required to maintain for the operation of the
Store 15 suspended
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173  Cross-Defaults, Non-Exclusive Remedies, etc

Any default by you (or any person/company affiliated with you) under this Agreement may be
regarded as a default under any other agreement between us (or any of our affiliates) and you (or any of
your affiliates) Any default by you (or any person/company affihated with you) under any other
agreement, including, but not imited to, any lease and/or sublease, between us (or any of our affiliates)
and you (or any person/company affiliated with you), and any default by you (or any person/company
affiliated with you) under any obligation to us (or any of our affiliates) may be regarded as a default under
this Agreement Any default by you (or any person/company affiliated with you) under any lease,
sublease, loan agreement, security interest or otherwise, whether with us, any of our affiliates and/or any
third party may be regarded as a default under this Agreement and/or any other agreement between us (or
any of our affihates) and you (or any of your affiliates)

In each of the foregoing cases, we (and any of our affiliates) will have all remedies allowed at
law, including termination of your rights (and/or those of any person/company affiliated with you) and
our (and/or our affiliates’) obligations No right or remedy which we may have (including termination) is
exclustve of any other right or remedy provided under law or equity and we may pursue any rights and/or
remedies available

174 Our Right to Discontinue Services to You

If you are n breach of any obligation under this Agreement, and we deliver to you a notice of
termination pursuant to this Article 17, we have the rnight to suspend our performance of any of our
obligations under this Agreement including, without limitation, the sale or supply of any services or
products for which we are an approved supplier to you and/or suspension of your “click though” subpage
on our website, until such time as you correct the breach

175 Amendment Pursuant to Apphcable Law

Notwithstanding anything to the contrary contained in this Article, if any valid, applicable law or
regulation of a competent governmental authority having jurisdiction over this franchise and the parties
hereto shall limit our rnights of termination under this Agreement or shall require longer notice periods
than those set forth above, this Agreement i1s deemed amended to satisfy the minimum notice periods or
restrictions upon such termination required by such laws and regulations, provided, however, that such
constructive amendment shall not be deemed a concession by us that the grounds for termination set forth
in this Agreement do not constitute “good cause” for termination within the meaning ascribed to that term
by any applicable law or regulation = We shall not be precluded from contesting the vahdity,
enforceability or application of such laws or regulations 1n any action, hearing or proceeding relating to
this Agreement or the termination of this Agreement

ARTICLE 18
POST-TERMINATION

Upon termination or expiration of this Agreement, all rights granted hereunder to you shall
forthwith terminate, and

181 Cease Operations

You shall immediately cease to operate the Store under this Agreement, and shall not thereafter,
directly or indirectly, represent to the public or hold yourself out as a present or former franchisee of-ours
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182  Stop Using the System

You shall immediately and permanently cease to use, in any manner whatsoever, any confidential
methods computer software, procedures, and techniques associated with the System, the mark ‘ Loving
Cup’, and all other Marks and distinctive forms, slogans, signs, symbols, and devices associated with the
System In particular, you shall cease to use, without limitation, all signs, advertising materials, displays,
stationery, forms and any other articles which display the Marks, and shall immediately change all paint
colors, remove all of our proprietary or non-proprietary design items

183 Cancellation of Assumed Names

You shall take such action as may be necessary to cancel any assumed name or equivalent
registration which contains the mark “Loving Cup” or any other service mark or trademark of ours, and
you shall furnish us with evidence satisfactory to us of compliance with this obligation within five (5)
days after termination or expiration of this Agreement

184  No Use of Simtlar Marks

You agree, 1n the event you continue to operate or subsequently begin to operate any other
business, not to use any reproduction, counterfeit, copy or colorable imitation of the Marks, either in
connection with such other business or the promotion thereof, which 1s likely to cause confusion, mistake
or deception, or which 1s likely to dilute our rights 1n and to the Marks, and further agree not to utihize any
designation of origin or description or representation which falsely suggests or represents an association
or connection with us constituting unfair competition

185 Payment of Sums Owed

You and your Controlling Principals shall promptly pay all sums owing to us Such sums shall
include all damages, costs and expenses, including reasonable attorneys’ fees, incurred by us as a result of
any default by you, which obligation shall give rise to and remain, until paid 1n full, a lien 1n our favor
against any and all of the personal property, furnishings, equipment, fixtures, and inventory owned by you
and on the premises operated hereunder at the time of default

186 Payment of Damages, Costs and Expenses

You and the Controlling Principals shall pay to us all damages, costs and expenses, including
reasonable attorneys’ fees, incurred by us in connection with obtaining any remedy available to us for any
violation of this Agreement and, subsequent to the termination or expiration of this Agreement, in
obtaining injunctive or other relief for the enforcement of any provisions of this Article 18

187  Delivery of Manuals and Matenals

You shall immediately deliver to us all Manuals, software licensed by us (if any), records, files,
instructions, correspondence, all materials related to operating the Store, including, without himitation,
agreements, invoices, and any and all other materials relating to the operation of the Store in your
possession or control, and all copies thereof (all of which are acknowledged to be our property), and shall
retain no copy or record of any of the foregoing, except your copy of this Agreement and of any
correspondence between the parties and any other documents which you reasonably need for compliance
with any provision of law

188 Confidential Information

You and the Controlling Principals shall comply with the restrictions on confidential information
contamned 1n Article 10 of this Agreement and shall also comply with the non-competition covenants
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contatned 1n Article 10 Any other person required to execute similar covenants pursuant to Article 10
shall also comply with such covenants

189 Marketing and Promotional Materials

You shall also immediately furnish us with an itemized list of all marketing and sales promotion
materials bearing the Marks or any of our distinctive markings, designs, labels, or other marks thereon,
whether located on your premises or under your control at any other location We shall have the right to
inspect these materials We shall have the option, exercisable within thirty (30) days after such
inspection, to purchase any or all of the materials at your cost, or to require you to destroy and properly
dispose of such materials Materials not purchased by us shall not be utilized by you or any other party
for any purpose unless authorized in writing by us

1810 Signage

Upon execution of this Agreement, in partial consideration of the nights granted hereunder, you
acknowledge and agree that all right, title and interest in the signs used at the Store are hereby assigned to
us, and that upon termination or expiration of this Agreement, netther you nor any hen holder of yours
shall have any further interest therein

1811 Assignment of Lease

If you operate the Store under a lease for the Store premises with a third party or, with respect to
any lease for equipment used 1n the operation of the Franchised Bustness, then you shall, at our option,
assign to us any interest which we have in any lease or sublease for the premises of the Store or any
equipment related thereto We may exercise such option at or within thirty (30) days after either
termination or (subject to any existing right to renew) expiration of this Agreement In the event we do
not elect to exercise our option to acquire the lease or sublease for the Store premises or do not have such
option, you shall make such modifications or alterations to the Store premises as are necessary to
distinguish the appearance of the Store from that of other Stores operating under the System and shall
make such specific additional changes as we may reasonably request If you fail or refuse to comply with
the requirements of this Section 18 11, we shall have the right to enter upon the premises of the
Franchised Business, without being guilty of trespass or any other crtme or tort, to make or cause to be
made such changes as may be required, at your expense, which expense you agree to pay upon demand
Notwithstanding the provisions of this Section 18 11 to the contrary, in the event the lease s assigned to
us, we hereby indemnify and hold harmless you and any guarantors under said lease, for any breach by us
or our successors or assigns from any liability arising out of the lease for the Store premises from and
after the date of the assignment of lease

1812 Our Right to Purchase

18 12 1 Except as provided 1n Sections 18 9, 18 10 and 18 13, we shall have the option,
to be exercised within thirty (30) days after termination or expiration of this Agreement, to purchase from
you any or all of the furmishings, equipment (including any point of sale or computer hardware and
software systems), signs, fixtures, motor vehicles, supples, and inventory of yours related to the
operation of the Store, at fair market value [If we exercise our nght to purchase all or a portion of your
assets, we shall be purchasing such assets only and shall be assuming no lhabilities whatsoever, unless
otherwise agreed to in writing by the parties If the parties cannot agree on the fair market value within
thirty (30) days of our exercise of this option, fair market value shall be determined by two (2) appraisers,
with each party selecting one (1) appraiser, and the average of their determinations shall be binding In
the event of such appraisal, each party shall bear i1ts own legal and other costs and each shall pay one-half
(172) of the appraisal fees If we elect to exercise any option to purchase herein provided, we shall have
the right to set off (1) all fees for any such independent appraiser due from you, (1) all amounts due from
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you to us and (111) any costs incurred 1n connection with any escrow arrangement (including reasonable
legal fees), against any payment therefor and shall pay the remaining amount in cash

18 12 2 In addition to the options described above and if you own the Store premises,
then we shall have the option, to be exercised at or within thirty (30) days after termination or expiration
of this Agreement, to purchase the Store premises including any building thereon, 1f applicable, for the
fair market value of the land and building, and any or all of the furmishings, equipment signs, fixtures,
vehicles, supplies and inventory therein at fair market value We shall purchase assets only and shall
assume no habilities whatsoever, unless otherwise agreed to in writing by the parties [f you do not own
the land on which the Store 1s operated and we exercise our option for an assignment of the lease, we may
exercise this option for the purpose of purchasing the building 1f owned by you and related assets as
described above If the parties cannot agree on fair market value within thirty (30) days of our exercise of
this option, fair market value shall be determined 1n accordance with appraisal procedure described above

18 12 3 With respect to the options described in Sections 18 11, 18 12 1 and 18 12 2, you
shall deliver to us in a form satisfactory to us, such warranties, deeds, releases of lien, bills of sale,
assignments and such other documents and instruments which we deem necessary n order to perfect our
title and possession in and to the properties being purchased or assigned and to meet the requirements of
all tax and government authorities If, at the time of closing, you have not obtained all of these
certificates and other documents, we may, in our sole discretion, place the purchase price in escrow
pending issuance of any required certificates or documents

18 12 4 The time for closing of the purchase and sale of the properties described in
Sections 18 121 and 18 12 2 shall be a date not later than thirty (30) days after the purchase price 1s
determined by the parties or the determination of the appraisers, or such date we receive and obtain all
necessary permits and approvals whichever is later, unless the parties mutually agree to designate another
date The time for closing on the assignment of the lease described in Section 18 11 shall be a date no
later than ten (10) days after our exercise of the option thereunder unless we are exercistng our options
under either Section 18 12 | or 18 12 2, in which case the date of the closing shall be on the same closing
date prescribed for such option Closing shall take place at our corporate offices or at such other location
as the parties may agree

1813 Store Assets

Notwithstanding anything to the contrary contained 1n Sections 18 11 and 18 12, if you operate
the Store from a premises that 1s subleased to you by us, upon termination (or expiration without renewal)
of this Agreement, we shall have the right to take immediate possesston of the assets of the Store,
including, any or all of the furnishings, equipment (including any point of sale or computer hardware and
software systems), signs, fixtures, motor vehicles, supplies, and inventory of yours related to the
operation of the Store We shall have a lien against all such assets 1n the amount of any amounts due to
us: under this Agreement or any other agreement We shall have the night to have such assets appraised at
the lower of cost or fair market value of the used assets, and to acquire all night, title and interest to such
assets, without conducting any public sale, by paying to you (or to any lender of yours who has a
lienholder interest 1n the assets) the difference between the appraised value and the amounts owed to us
by you at the time of termination If the Lien on the assets from your lender has priority over any lien of
ours, and the amount of the lien 1s in excess of the appraised value of such assets, we shall have the right
to deal directly with your lienholder, and to pay any amounts due to you directly to the lienholder You
agree to provide all further assurances, and to execute all documents required by us or by law to lawfully
effect such transfer, and to perfect our security interest We shall have the right to take such action
without the execution of any further documents by you 1f you fail or refuse to comply with these further
assurances
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18 14 Assignment of Options by Us

We shall be entitled to assign any and all of our options 1n this Section to any other party, without
your consent

1815 Telephone Numbers, Yellow Pages Listings, etc

You, at our option, shall assign to us all rights to the telephone numbers of the Store and any
related Yellow Pages trademark listing or other business histings and execute all forms and documents
required by us and any telephone company at any time to transfer such service and numbers to us
Further, you shall assign to us all internet histings, domain names, internet accounts, advertising on the
internet or world wide web, websites, listings with search engines, e-masemall addresses or any other
similar listing or usage related to the Franchised Business The forms we may require you to execute
include but are not limited to, those included in Attachment F hereto Notwithstanding any forms and
documents which may have been executed under Section 7 9, you hereby appoint us as your true and
lawful agent and attorney-in-fact with full power and authority, for the sole purpose of‘taking such action
as 15 necessary to complete such assignment This power of attorney shall survive the expiration or
termination of this Agreement You shall thereafter use different telephone numbers, email addresses or
other listings or usages at or in connection with any subsequent business conducted by you

1816 Liquidated Damages

If we terminate this Agreement with cause, you agree to pay to us, within fifteen (15) days after
the date of termination, hquidated damages equal to the average value of the Royalty Fees you paid or
owed (per month) to us durtng the twelve (12) months before the termination multiplied by (1) twenty-
four (24), being the number of months in two (2) full years, or (11) the number of months remaining
during the term of this Agreement, whichever 1s lower

The parties hereto acknowledge and agree that 1t would be impracticable to determine precisely
the damages we would incur from this Agreement’s termination and the loss of cash flow from Royalty
Fees due to, among other things, the complications of determining what costs, 1f any, we might have
saved and how much the Royalty Fees would have grown over what would have been this Agreement’s
remaining term The parties hereto consider this liquidated damages provision to be a reasonable, good
faith pre-estimate of those damages

The liquidated damages provision only covers our damages from the loss of cash flow from the
Royalty Fees It does not cover any other damages, including damages to our reputation with the public
and landlords and damages arising from a violation of any provision of this Agreement other than the
Royalty Fee section You and each of your owners agree that the hquidated damages provision does not
give us an adequate remedy at law for any default under, or for the enforcement of, any provision of this
Agreement other than the Royalty Fee-section

ARTICLE 19
MISCELLANEQOUS

191 Notices

Any and all notices required or permitted under this Agreement shall be 1in writing and shall be
personally delivered or sent by expedited delivery service or certified or registered mail, return receipt
requested, first class postage prepaid, or sent by facsimile or email (provided that the sender confirms the
facstmile by sending an oniginal confirmation copy by certified or regtstered mail or expedited delivery
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service within three (3) business days after transmission) to the respective parties at the following
addresses unless and until a different address has been designated by written notice to the other party

Notices to Franchisor Loving Cup Franchise Company LLC
376 Marin Avenue
Mull Valley, California 94941
Attention President
E-matEmail info@lovingcupfranchise com

With a copy to Harold L Kestenbaum, PC
175 Broad Hollow Road, Suite 175
Melville, New York 11747
Attention Harold L Kestenbaum, Esq
Facsimile -(516)-745-0293

Notices to Franchisee and
the Controlling Principals

Attention
Facsimile

Any notice shall be deemed to have been given at the time of personal delivery or, in the case of
facsimile, upon transmission (provided confirmation 1s sent as described above) or, in the case of
expedited delivery service or registered or certified mail, three (3) business days after the date and time of
mailing

192 Entire Agreement

This Agreement, the documents referred to herein, and the Attachments hereto, constitute the
entire, full and complete agreement between us and you and the Controlling Principals concerning the
subject matter hereof and shall supersede all prior related agreements between us and you and the
Controlling Principals, provided, however, that nothing in this or any related agreement 1s intended to
disclaim the representations made by us 1n the Disclosure Document that was furmished to you by us
Except for those permitted to be made unilaterally by us hereunder, no amendment, change or variance
from this Agreement shall be binding on either party unless mutually agreed to by the parties and
executed by their authorized officers or agents in writing

193 No Waiver

No delay, waiver, omission or forbearance on our part to exercise any right, option, duty or power
arising out of any breach or default by you or the Controlling Principals under this Agreement shall
constitute a waiver by us to enforce any such night, option, duty or power against you or the Controlling
Principals, or as to a subsequent breach or default by you or the Controlling Principals Acceptance by us
of any payments due to us hereunder subsequent to the time at which such payments are due shall not be
deemed to be a waiver by us of any preceding breach by you or the Controlling Principals of any terms,
provisions, covenants or conditions of this Agreement

194  Our Prior Approval

Whenever this Agreement requires our prior approval or consent, you shall make a timely written
request to us, and such approval or consent shall be obtained in writing
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195 No Warranty or Guaranty

We make no warranties or guarantees upon which you may rely and assume no hability or
obligation to you or any third party to which we would not otherwise be subject, by providing any waiver,
approval, advice, consent or suggestion to you in connection with thhs Agreement, or by reason of any
neglect, delay or denia] of any request therefor

196 Continued Obligation to Pay Sums

If a Force Majeure event shall occur, then, in addition to payments required under Section
17 1 3(e), you shall continue to be obligated to pay to us any and all amounts that you shall have duly
become obligated to pay in accordance with the terms of this Agreement prior to the occurrence of any
Force Majeure event and the Indemnitees shall continue to be indemnified and held harmless by you in
accordance with Article 15 Except as provided in Section 17 | 3(e) and the immediately preceding
sentence herein none of the parties hereto shall be held liable for a failure to comply with any terms and
conditions of thuis Agreement when such failure 1s caused by an event of Force Majeure Upon the
occurrence of any event of the type referred to herein, the party affected thereby shall give prompt notice
thereof to the other parties, together with a description of the event, the duration for which the party
expects 1ts ability to comply with the provisions of the Agreement to be affected thereby and a plan for
resuming operatton under the Agreement, which the party shall promptly undertake and maintain with
due diligence Such affected party shall be hable for failure to give timely notice only to the extent of
damage actually caused

197  Arbitration

Except to the extent we elect to enforce the provisions of this Agreement by judicial process and
injunction m our sole discretion, all disputes, claims and controversies between the parties arising under
or 1n connection with this Agreement or the making, performance or interpretation thereof (including
claims of fraud in the inducement and other claims of fraud and the arbitrability of any matter) which
have not been settled through negotiation will be settled by binding arbitration within the county where
we maintain our headquarters under the authority of such state’s statutes (the “Statutes’) The
arbrtrator(s) will have a mmmum of five (5) years of experience in franchising or distribution law and
will have the right to award specific performance of this Agreement If the parties cannot agree upon a
mutually agreeable arbitrator, then the arbitration shall be conducted as per the selection method set forth
in the Statutes To the extent such rules are not inconsistent with the provisions of this arbitration
provision or the Statutes, the proceedings will be conducted under the commercial arbitration rules of the
American Arbitration Association The decision of the arbitrator(s) will be final and binding on all
parties This Section will survive termination or non-renewal of this Agreement under any circumstances
Judgment upon the award of the arbitrator(s) may be entered in any court having jurisdiction thereof_
During the pendency of any arbitration proceeding, you and we shall fully perform our respective
obligations under this Agreement

198 Venue, Governing Law

With respect to any claims, controversies or disputes which are not finally resolved through
mediation or arbitration, or as otherwise provided above, you and the Controlling Principals hereby
irrevocably submit themselves to the junisdiction of the state courts and the Federal District Court nearest
to our headquarters You and the Controlling Princtpals hereby waive all questions of personal
junsdiction for the purpose of carrying out this provision You and the Controlling Principals hereby
agree that service of process may be made upon any of them n any proceeding relating to or arising out
of this Agreement or the relationship created by this Agreement by any means allowed by California or
federal law You and the Controlling Principals further agree that venue for any proceeding relating to or
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arising out of this Agreement shall be the county and state where we maintain our headquarters, provided,
however, with respect to any action (1) for montes owed, (2) for injunctive or other extraordinary relief or
(3) involving possesston or disposition of, or other relief relating to, real property, we may bring such
action 1n any State or Federal District Court which has jurisdiction  With respect to all claims,
controversies, disputes or actions, related to this Agreement or the relationship created thereby, this
Agreement and any such related claims, controversies, disputes or actions shall be governed, enforced and
interpreted under the law of the state where we maintain our headquarters

199 Agreement Regarding Governing Law and Choice of Forum

You, the Controlling Principals and we acknowledge that the parties’ agreement regarding
applicable state law and forum set forth in Sections 19 7 and 19 8§ above provide each of the parties with
the mutual benefit of uniform interpretation of this Agreement and any dispute arising out of this
Agreement or the parties’ relationship created by this Agreement Each of you, the Controlling Princtpals
and we further acknowledge the receipt and sufficiency of mutual consideration for such benefit and that
each party’s agreement regarding applicable state law and choice of forum have been negotiated in good
faith and are part of the benefit of the bargain reflected by this Agreement

1910 Waiver of Pumitive Damages, Waiver of Jury Tnal

You, the Controlling Principals and we hereby waive, to the fullest extent permitted by law, any
right to or claim or any punitive, exemplary, incidental, indirect, special, consequential or other damages
(including, without limitation, loss of profits) against either party, their officers, directors, shareholders,
partners, agents, representatives, independent contractors, servants and employees, in their corporate and
individual capacities, anising out of any cause whatsoever (whether such cause be based in contract,
neghgence, strict liability, other tort or otherwise) and agree that in the event of a dispute, either party
shall be limited to the recovery of any actual damages sustained by 1t If any other term of this
Agreement 1s found or determined to be unconscionable or unenforceable for any reason, the foregoing
provisions of waiver by agreement of pumtive, exemplary, incidental, indirect, special, consequential or
other damages (including, without limitation, loss of profits) shall continue in full force and effect

We and you irrevocably waive trial by jury in any action, proceeding, or counterclaim, whether at
law or 1n equity, brought by erther of us against the other Any and all claims and actions arising out of or
relating to this Agreement, the relationship of you and us, or your operation of the Store, brought by
etther party hereto against the other, whether in arbitration, or a legal action, shall be commenced within
two (2) years from the occurrence of the facts giving rise to such claim or action, or such claim or action
shall be barred

1911 Execution in Multiple Counterparts
This Agreement may be executed 1n multiple counterparts, each of which when so executed shall
be an original, and all of which shall constitute one and the same instrument

1912 Captions

The captions used in connection with the sections and subsections of this Agreement are inserted
only for purpose of reference Such captions shall not be deemed to govern, limit, modify or in any other
manner affect the scope, meaning or intent of the provisions of this Agreement or any part thereof nor
shall such captions otherwise be given any legal effect
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1913 Survival of Terms

Any obligation of you or the Controlling Principals that contemplates performance of such
obligation after termination or expiration of this Agreement or the transfer of any interest of you or the
Controlling Principals therein, shall be deemed to survive such termination, expiration or transfer

19 14 Severability of Provisions

Except as expressly provided to the contrary herein, each portion, section, part, term and
provision of this Agreement shall be considered severable, and if, for any reason, any portion, section,
part, term or provision 1s determined to be invalid and contrary to, or in conflict with, any existing or
future law or regulation by a court or agency having valid yurisdiction, this shall not impatr the operation
of, or have any other effect upon, the other porttons, sections, parts, terms or provisions of this Agreement
that may remain otherwise tntelligible, and the latter shall continue to be given full force and effect and
bind the parties, the invalid portions, sections, parts, terms or provisions shall be deemed not to be part of
this Agreement, and there shall be automatically added such portion, section, part, term or provision as
stmilar as possible to that which was severed which shall be valid and not contrary to or in conflict with
any law or regulation

19 15 Joint and Several Obhgations

All references herein to the masculine, neuter or singular shall be construed to include the
masculine, feminine, neuter or plural, where applicable Without limiting the obligattons individually
undertaken by the Controlling Principals under this Agreement, all acknowledgments, promises,
covenants, agreements and obhigations made or undertaken by you in thus Agreement shall be deemed,
Jointly and severally, undertaken by all of the Controlling Principals

1916 Rights and Remedies Cumulative

All nghts and remedies of the parties to this Agreement shall be cumulative and not alternative, 1n
addition to and not exclusive of any other rights or remedies which are provided for herein or which may
be available at law or 1n equity 1n case of any breach, failure or default or threatened breach, failure or
default of any term, proviston or condition of this Agreement or any other agreement between you or any
of your affiliates and us The rights and remedies of the parties to this Agreement shall be continuing and
shall not be exhausted by any one (1) or more uses thereof, and may be exercised at any time or from time
to time as often as may be expedient, and any option or election to enforce any such right or remedy may
be exercised or taken at any ttme and from time to time The expiration, earlier termination or exercise of
our rights pursuant to Article 17 of this Agreement shall not discharge or release you or any of the
Controlling Principals from any hability or obligation then accrued, or any hability or obligation
continuing beyond, or arising out of, the expiration, the earlier termination or the exercise of such nghts
under this Agreement

1917 \Termmology

The term your Principals” shall include, collectively and individually, (1) your spouse, if you are
an ndividual, (2) all officers, directors, managers and general partners (or persons holding comparable
positions In non-corporate entities) of you and (3) all officers, directors, managers and general partners
(or persons holding comparable posttions 1n non-corporate entities) of any Controlling Principal that itself
1s an entity, in each case whom we designate as your Principals and all holders of an ownership interest 1n
you and of any entity directly or indirectly controlling you, and any other person or entity controlling,
controlled by or under common control with you As used in this Section 19 17, the terms “control” and
“controlling” shall mean the power to influence the management decisions of the specified person and
shall in any case be deemed to exist where the second person holds ten percent (10%) or more of the total
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ownership interest in the specified person, serves on any board of directors or comparable body of such
specified person or acts as an officer, general partner or manager thereof (or holds a comparable position
1n a non-corporate entity) The 1nitial Principals shall be listed on Attachment C  The term “Controlling
Principals * shall include, collectively and individually, any Principal who has been designated by us as a
Controlling Principal hereunder For purposes of this Agreement, a publicly held corporation 1s a
corporation registered pursuant to Section {2 of the Securities Exchange Act of 1934, as amended, or a
corporation subject to the requirements of Section 15(d) of such Act

1918 References

Each reference 1n this Agreement to a corporation or partnership shall be deemed to also refer to a
limited Liability company and any other entity or organization similar thereto Each reference to the
organizational documents, equity owners, directors, and officers of a corporation n this Agreement shall
be deemed to refer to the functional equivalents of such organizational documents, equity owners,
directors and officers as applicable, in the case of a limited liability company or any other entity or
organization similar thereto

1919 No Rights or Remedies Except to the Parties

Except as expressly provided to the contrary herein, nothing 1in this Agreement 1s intended, nor
shall be deemed, to confer upon any person or legal entity other than you, us, our officers, directors,
members and employees and such of your and our respective successors and assigns as may be
contemplated (and, as to you, authorized by Article 14), any rights or remedies under or as a result of this
Agreement

1920 Effectiveness of Agreement

This Agreement shall not become effective unttl signed by an authorized officer of ours

1921 Modification of the System

You understand and agree that the System must not remain static if it 1s to meet, without
limitation, presently unforeseen changes in technology, competitive circumstances, demographics,
populations, consumer trends, socletal trends and other marketplace variables, and 1f 1t 1s to best serve the
interests of us, you and all other franchisees Accordingly, you expressly understand and agree that we
may from time to time change the components of the System including, but not limited to, altering the
products, programs, services, methods, standards, forms, policies and procedures of that System,
abandoning the System altogether in favor of another system in connection with a merger, acquisition,
other business combination or for other reasons, adding to, deleting from or modifying those products,
programs and services which your Franchised Business 1s authorized and required to offer, modifying or
substituting entirely the building, premises, equipment, signage, trade dress, decor, color schemes and
uniform specifications and all other unit construction, design, appearance and operation attributes which
you are required to observe hereunder, and changing, improving, modifying, or substituting other words
or designs for, the Marks You expressly agree to comply with any such modifications, changes,
additions, deletions, substitutions and alterations, provided, however, that such changes shall not
materially and unreasonably increase your obligations hereunder

You shall accept, use and effectuate any such changes or modifications to, or substitution of, the
System as 1f they were part of the System at the time that'this Agreement was executed

We shall not be' liable to you for any expenses losses or damages sustained by you as a result of

any of the modifications contemplated hereby You hereby covenant not to commence or join 1n any
liigation or other proceeding against us or any third party complaining of any such modifications or
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seeking expenses, losses or damages caused thereby You expressly waive any claims, demands or
damages arising from or related to the foregoing activities including, without himitation, any claim of
breach of contract, breach of fiduciary duty, fraud, and/or breach of the implied covenant of good faith
and fair dealing

1922 Operation in the Event of Absence or Disability

In order to prevent any interruption of the Franchised Business operations which would cause
harm to the Franchised Business, thereby depreciating the value thereof, you authorize us, who may, at
our option, in the event that you are absent for any reason or are incapacitated by reason of 1llness and are
unable, 1n our sole and reasonable judgment, to operate the Franchised Business, operate the Franchised
Business for so long as we deem necessary and practical, and without”waiver of any other rights or
remedtes we may have under this Agreement All monies from the operation of the Franchised Business
during such period of operation by us shall be kept in a separate account, and the expenses of the
Franchised Business, including reasonable compensation and expenses for our representative, shall be
charged to said account If, as herein provided, we temporanly operate the Franchised Business
franchised herein for you, you agree to indemmify and hold harmless us and any representative of ours
who may act hereunder, from any and all acts which we may perform, as regards the interests of you or
third parttes

1923 Step-In Rights

If we deterrmine 1n our sole judgment that the operation of your business 1s 1n jeopardy, or if a
default occurs, then 1n order to prevent an interruption of the Franchised Business which would cause
harm to the System and thereby lessen its value, you authorize us to operate your business for as long as
we deem necessary and practical, and without waiver of any other rights or remedies which we may have
under this Agreement In our sole judgment, we may deem you incapable of operating the Franchised
Business if, without himitation, you are absent or incapacitated by reason of 1llness or death, you have
failed to pay when due or have failed to remove any and all liens or encumbrances of every kind placed
upon or against your business, or we determine that operational problems require that we operate your
business for a period of time that we determine, 1n our sole discretion, to be necessary to maintain the
operation of the business as a going concern

We shall keep 1n a separate account all monies generated by the operation of your business, less
the expenses of the business, including reasonable compensation and expenses for our representatives In
the event of our exercise of the Step-In Rights, you agree to hold harmless us and our representatives for
all actions occurring during the course of such temporary operation You agree to pay all of our
reasonable attorneys’ fees and costs incurred as a consequence of our exercise of the Step-In Rights
Nothing contained herein shall prevent us from exercising any other right which we may have under this
Agreement, including, without limitation, termination

1924 Costs and Legal Fees

If we are required to enforce this Agreement in a judicial or arbitration proceeding, you shall
remmburse us for our costs and expenses, including, without hmitation, reasonable accountants’,
attorneys’, attorney assistants’, and expert witness fees, costs of investigation and proof of facts, court
costs, other litigation expenses and travel and living expenses, whether incurred prior to, in preparation
for or 1n contemplation of the filing of any such proceeding If we are required to engage legal counsel 1n
connection with any failure by you to comply with this Agreement, you shall reimburse us for any of the
above-listed costs and expenses incurred by us

¢
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ARTICLE 20
SECURITY INTERESTS

201 Collateral

You grant to us a security interest (‘ Security Interest *) in all of the furmiture, fixtures, equipment,
signage, and realty (including your interests under all real property and personal property leases) of the
Store, together with all similar property now owned or hereafter acquired, additions, substitutions,
replacements, proceeds and products thereof wherever located, used in connection with the Store All
items 1n which a secunity interest 1s granted are referred to as the “Collateral”

202 Indebtedness Secured

The Security Interest is to secure payment of the following (the ¢ Indebtedness™)
202 1 All amounts due under this Agreement or otherwise by you,

2022 All sums which we may, at our option, expend or advance for the maintenance,
preservation, and protection of the Collateral, including, without imitation, payment of rent, taxes, levies,
assessments, insurance premiums, and discharge of liens, together with interest, or any other property
given as security for payment of the Indebtedness,

2023 All expenses, mcluding reasonable attorneys’ fees, which we incur in connection
with collecting any or all Indebtedness secured hereby or in enforcing or protecting our rights under the
Secunty Interest and this Agreement, and

2024 All other present or future, direct or indirect, absolute or contingent, habihities,
obligations, and indebtedness of you to us or third parties under this Agreement, however created, and
specifically including all or part of any renewal or extension of this Agreement, whether or not you
execute any extension agreement or renewal instruments

Our security mterest, as described herein, shall be subordinated to any financing related to your
operation of the Store, including but not limited to, a real property mortgage and equipment leases

203 Additional Documents

You will from time to time as required by us join with us 1n executing any additional documents
and one_(1) or more financing statements pursuant to the Uniform Commercial Code (and any
assignments, extensions, or modifications thereof) in form satisfactory to us

204  Possession of Collateral

Upon default and termination of your rights under this Agreement, we shall have the immedate
right to possession and use of the Collateral

205  Our Remedies in Event of Default

You agree that, upon the occurrence of any default set forth above, the full amount remaining
unpaid on the Indebtedness secured shall, at our option and without notice, become due and payable
immediately, and we shall then have the nights, options, duties, and remedies of a secured party under,
and you shall have the rights and duties of a debtor under, the Uniform Commercial Code of California
(or other applicable law), including, without imitation, our right to take possession of the Collateral and
without legal process to enter any premises where the Collateral may be found Any sale of the Collateral
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may be conducted by us in a commercially reasonable manner Reasonable notification of the time and
place of any sale shall be satisfied by mailing to you pursuant to the notice provistons set forth above

206  Special Filing as Financing Statement

This Agreement shall be deemed a Security Agreement and a Financing Statement This
Agreement may be filed for record in the real estate records of each county in which the Collateral, or any
part thereof, 1s situated and may also be filed as a Financing Statement in the counties or m the office of
the Secretary of State, as appropnate, in respect of those 1tems of Collateral of a kind or character defined
1n or subject to the applicable provisions.of the Uniform Commercial Code as n effect in the appropnate
junsdiction

ARTICLE 21
TECHNOLOGY

211 Computer Systems and Software

The following terms and conditions shall apply with respect to your computer system

2111 We shall have the nght to specify or require that certain brands, types, makes,
and/or models of communications, computer systems, and hardware to be used by, between, or among
Loving Cup Stores, including without imitation (a) back office and point of sale systems, data, audio,
video, and voice storage, retrieval, and transmission systems for use at Loving Cup Stores, between or
among Stores, and between and among the Franchised Store and us and/or you, (b) Point of Sale Systems,
(c) physical, electronic, and other security systems, (d) printers and other peripheral devices, (e) archival
back-up systems, and (f) internet access mode and speed (collectively, the ¢ Computer System )

21 12 We shall have the night, but not the obligation, to develop or have developed for
us, or to designate (a) computer software programs and accounting system software that you must use 1n
connection with the Computer System (‘ Required Software”), which you shall install, (b) updates,
supplements, modifications, or enhancements to the Required Software, which you shall nstall, (c) the
tangible media upon which you shall record data, and (d) the database file structure of your Computer
System

21 13 You shall record all sales on computer-based point of sale systems approved by
us or on such other types of systems as may be destgnated by us in the Manual or otherwise in writing
(* Point of Sale Systems ’), which shall be deemed part of your Computer System

2114 You shall make, from time to time, such upgrades and other changes to the
Computer System and Required Software as we may request in wnting (collectively, “Computer
Upgrades™)

2115 You shall comply with all specifications i1ssued by us with respect to the
Computer System and the Required Software, and with respect to Computer Upgrades You shall also
afford us unimpeded access to your Computer System and Required Software as we may request, 1n the
manner, form, and at the times requested by us

212 Data

We may, from time-to-time, specify in the Manual or otherwise in writing the information that
you shall collect and maintain on the Computer System installed at the Store, and you shall provide to us
such reports as we may reasonably request from the data so collected and maintained All data pertaining
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to the Store, and all data created or collected by you in connection with the System, or in connection with
your operation of the Store (including without limitation data pertaining to or otherwise concerning the
Store’s customers) or otherwise provided by you (including, without limitation, data uploaded to, or
downloaded from your Computer System) 1s and will be owned exclusively by us, and we will have the
right to use such data in any manner that we deem appropriate without compensation to you Copies
and/or originals of such data must be provided to us upon our request We hereby license use of such data
back to you for the term of this Agreement, at no additional cost, solely for your use 1n connection with
the business franchised under this Agreement

213 Privacy

You shall abide by all applicable laws pertaining to privacy of information collected or
maintained regarding customers or other individuals (“Privacy™), and shall comply with our standards and
policies pertaiming to Privacy If there 1s a conflict between our standards and policies pertaining to
Privacy and applicable law, you shall  (a) comply with the requirements of applicable law,
(b) immediately give us written notice of said conflict, and (c) promptly and fully cooperate with us and
our counsel as we may request to assist us in our determination regarding the most effective way, 1f any,
to meet our standards and policies pertaining to Privacy within the bounds of applicable law

214 Telecommunications

Youshall comply with our requirements (as set forth in the Manual or otherwise 1n writing) with
respect to establishing and maintaining telecommunications connecttons between your Computer System
and our Intranet (as defined below), 1f any, and/or such other computer systems as we may reasonably
require

215 Intranet

We may establish a website providing private and secure communications between us, you,
franchisees, licensees and other persons and entities as determined by us, 1n our sole discretion (an
‘Intranet’) You shall comply with our requirements (as set forth in the Manual or otherwise in writing)
with respect to connecting to the Intranet, and utilizing the Intranet in connection with the operation of the
Store The Intranet may include, without limitation, the Manuals training other assistance matenals, and
management reporting solutions (both upstream and downstream, as we may direct) You shall purchase
and maintain such computer software and hardware as may be required to connect to and utilize the
Intranet

216 On-hne Use of Proprietary Marks

You shall not use the Proprietary Marks or any abbreviation or other name associated with us
and/or the System as part of any e-matlemail address, domain name, and/or other identification of you in
any electronic medium You agree not to transmit or cause any other party to transmit advertisements or
solicitations by e-matemall or other electronic media without our prior written consent as to your plan for
transmitting such advertisements

217 No Outsourcing Without Prior Written Consent

You shall not hire third party or outside vendors to perform any services or obligations in
connection with the Computer System, Required Software, or any other of your obligations without our
prior written approval therefor, unless we have designated an approved supplier to provide such services
Our consideration of any proposed outsourcing vendor(s) may be conditioned upon, among other things,
such third party or outside vendor’s entry into a confidentiality agreement with us and you n a form that
1s reasonably provided by us
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218  Changes to Technology

You and we acknowledge and agree that changes to technology are dynamic and not predictable
within the term of this Agreement In order to provide for inevitable but unpredictable changes to
technological needs and opportunities, you agree that we shall have the right to establish, in writing,
reasonable new standards for the implementation of technology in the System, and you agree that you
shall abide by those reasonable new standards established by us as if this Article 21 were periodically
revised by us for that purpose You acknowledge and understand that this Agreement does not place any
limitations on either our right to requtre you to obtain Computer Upgrades or the cost of such Computer
Upgrades

ARTICLE 22
YOUR REPRESENTATIONS AND ACKNOWLEDGMENTS

221  Your Representations

You represent and warrant to us, with the intention that we are relying thereon in entering into
this Agreement, that

2211 If you are a corporation, hmited liability company, general partnership,
partnership, or imited partnership, then you are organized under the laws of the state of your principal
place of business (or another state which you have identified to us) and are 1n good standing with and
qualified to do business in each state and political/governmental subdivision having jurisdiction over the
Store

2212 If you are a corporation, limited liability company, general partnership,
partnership, or himited partnership, you have all corporate power and authority to execute, deliver,
consummate and perform this Agreement, and 1t will be binding upon you and your successors and
assigns when executed

2213 You do not have any material habilities, adverse claims, commitments or
obhigations of any nature as of the date of execution of this Agreement, whether accrued, unliquidated,
absolute, contingent or otherwise which are not reflected as habilities on the balance sheets of your
current financial statements, which you have furnished to us before the execution of this Agreement

2214 As of the date of execution of this Agreement, there are no actions, suits,
proceedings or investigations pending or, to your knowledge or the knowledge any of your officers,
directors, principal shareholders, proprietors, partners or principals (as applicable) after due inquiry,
threatened, 1n any court or arbitral forum, or before any governmental agency or instrumentality, nor to
the best of your knowledge or the knowledge of any such persons or entities (after due inquiry) 1s there
any basis for any claim, action, sutt, proceeding or investigation which affects or could affect, directly or
indirectly, any of your assets, properties, rights or business, your right to operate and use your assets,
properties or rights to carry on your business, and/or which affects or could affect your right to assume
and carry out 1n all respects the duties, obligations and responsibilities specified in this Agreement

1
2215 Neither you nor any of your Principals 1s a party to any contract, agreement,

covenant not to compete or other restriction of any type which may conflict with, or be breached by, the
execution, delivery, consummation and/or performance of this Agreement
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2216 All of your representations and warranties contained in this Agreement are
complete, correct and accurate as of the date of execution of this Agreement and will survive any
termination or expiration of this Agreement

222  Your Acknowledgments

You acknowledge, warrant and represent to us and we rely on such acknowledgments, warranties
and representations that

2221 No representation has been made by us (or any of our employees, agents or
salespersons) and relted on by you as to the future or past income, expenses, sales volume or potential
profitability, earnings or income of the Store, or any other Loving Cup Store, whether owned by us, our
affiliates or our franchisees We make no guaranties, promises, representations, statements or warranties
that you can or will achieve any level or range of sales, income or other measures of performance

Initials

2222 No representation or statement has been made by us (or any of our employees,
agents or salespersons) and relied on by you regarding your anticipated income, earnings and growth or
that of us or the Loving Cup System, or the viability of the business opportunity being offered under this
Agreement, except for any financial disclosure included in Item 19 of the Franchise Disclosure Document
heretofore provided to you

Intials

2223 Before executing this Agreement, you have had the opportunity to contact any
and all of our existing franchisees

Imtials

2224 You have had the opportunity to independently investigate, analyze and construe
both the business opportunity being offered under this Agreement, and the terms and provisions of this
Agreement using the services of legal counsel, accountants or other advisers (if you so elect) of your
choosing You- have been advised to consult with your advisors with respect to the legal, financial and
other aspects of this Agreement, the Store, and the prospects for the Store You have either consulted
with these advisors or have deliberately declined to do so

Inihals

2225 You have received from us a copy of our Franchise Disclosure Document,
together with a copy of all proposed agreements relating to the sale of the franchise at least fourteen (14)
calendar days before the executton of this Agreement or at least fourteen (14) calendar days before the
payment by you to us or our affiliates of any consideration in connection with the sale or proposed sale of
the franchise granted by this Agreement

Initials

2226 No representation or statement has been made by us (or any of our employees,
agents or salespersons) and relied on by you regarding your ability to procure any required license or
permit that may be necessary to the operation of the Store
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Initials

2227 You affirm that all information set forth 1n all applications, financial statements
and submissions to us are true, complete and accurate in all respects, and you expressly acknowledge that
we are relying on the truthfulness, completeness and accuracy of this information

Initials

2228 Attached hereto as Attachment J 1s a Franchisee Disclosure Acknowledgment
Statement You shall have received and answer the questions thereon, relating to representations that
have or have not been made to you You have executed the Statement voluntarily and attached 1t hereto

Inmitials

2229 You understand and agree that we may manage and change the System and our
busmness 1n any manner that 1s not expressly prohibited by this Agreement Whenever we have the right
within this Agreement to take or withhold action or to grant or decline to you the right to take or withhold
action, we may make such a decision on the basis of our business judgment of what 1s in our best interests
and those of the System and the franchise network, without regard to whether other reasonable alternative
decisions exist or whether our decision adversely affects you Absent applicable statute, we shall have no
liability for such a decision and you agree that our decision will not be subject to limitation or review If
applicable law implies a covenant of good faith and fair dealing in this Agreement, you agree that such a
covenant shall not imply any rights or obligations that are inconsistent with a fair construction of the
terms of this Agreement and that this Agreement grants to us the right to make decisions, take actions
and/or refrain from taking actions not inconsistent with your rights and obligations hereunder

Initials

22210 Although we retain the night to establish and periodically modify System
standards, which you have agreed to maintain 1n the operation of the Franchised Store, you retain the right
and sole responsibility for the day-to-day management and operation of the Store and the implementation
and maintenance of System standards at the Store

Inihals

222 11 You acknowledge and agree that we may modify the offer of our franchises to
other franchisees 1n any manner and at any time, which offers and agreements have or may have terms,
conditions, and obligations that may differ from the terms, conditions, and obhigations 1n this Agreement

Initials

222 12 You acknowledge that the success of the business venture contemplated under
this Agreement 1s speculative and depends, to a large extent, upon your ability as an independent
businessperson, your active participation in the daily affairs of the business, market conditions, area
competition, availability of product, quality of services provided as well as other factors We do not make
any representation or warranty express or implted as to the potential success of the business venture
contemplated hereby

Initials
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IN WITNESS WHEREOF, each of the parties hereto has caused this Agreement to be executed
by 1ts duly authorized representative as of the date first above written

FRANCHISOR
LOVING CUP FRANCHISE COMPANY LLC
a California himited liability company

ATTEST

By

Witness Name

Title

Accepted On
(the “Effective Date’)

FRANCHISEE

By
Witness Name
Title

Pata

Tatc
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CONTROLLING PRINCIPALS

In consideration of, and as an inducement to, the execution of foregoing Franchise Agreement
(the “Franchise Agreement”) by Loving Cup Franchise Company LLC (*Franchisor”) between Franchisor
and (* Franchisee™), each of the undersigned acknowledges and agrees as follows

1 Each has read the terms and conditions of the Franchise Agreement and acknowledges
that the execution of this guaranty and the undertakings of the Controlling Principals in the Franchise
Agreement are 1n partial consideration for, and a condition to, the granting of this license, and that
Franchisor would not have granted this license without the execution of this guaranty and such
undertakings by each of the undersigned,

2 Each 1s included in the term “Controlling Principals” as described in Section 19 17 of the
Franchise Agreement,

3 Each individually, jointly and severally, makes all of the covenants, representations,
warranties and agreements of the Controlling Principals set forth in the Franchise Agreement and 1s
obligated to perform thereunder, and

4 Each individually, jointly and severally, unconditionally and irrevocably guarantees to
Franchisor and its successors and assigns that all of Franchisee’s obligations under the Franchise
Agreement will be punctually paid and performed Upon default by Franchisee or upon notice from
Franchisor, each will immediately make each payment and perform each obligation required of
Franchisee under the Franchise Agreement Without affecting the obligations of any of the Controlling
Principals under this guaranty, Franchisor may, without notice to the Controlling Principals, waive,
renew, extend, modify, amend or release any indebtedness or obligation of Franchisee or settle, adjust or
compromise any claims that Franchisor may have against Franchisee Each of the Controlling Principals
waives all demand and notices of every kind with respect to the enforcement of this guaranty, including,
without limitation, notice of presentment, demand for payment or performance by Franchisee, any default
by Franchisee or any guarantor and any release of any guarantor or other security for this guaranty or the
obligations of Franchisee Franchisor may pursue its nights against any of the Controlling Principals,
Jointly or severally, without first exhausting 1ts remedies against Franchisee and without joining any other
guarantor hereto and no delay on the part of Franchisor in the exercise of any right or remedy shall
operate as a waiver of such right or remedy, and no single or partial exercise by Franchisor of any right or
remedy shall preclude the further exercise of such nght or remedy Upon receipt by Franchisor of notice
of the death of any of the Controlling Principals, the estate of the deceased will be bound by the foregoing
guaranty, but only for defaults and obligations under the Franchise Agreement existing at the time of
death, and in such event, the obligations of the rematning Controlling Principals shall continue 1n full
force and effect

ATTEST CONTROLLING PRINCIPALS
Witness Name
Witness Name
Witness Name
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ATTACHMENT A TO THE FRANCHISE AGREEMENT

ACCEPTED LOCATION AND DESIGNATED TERRITORY

1 ACCEPTED LOCATION

Pursuant to Section 1 2 of the Franchise Agreement, the Store 'shall be located at the following
Accepted Location

2 DESIGNATED TERRITORY

Pursuant to Section 1 4 of the Franchise Agreement, the Designated Territory shall be

FRANCHISEE FRANCHISOR

LOVING CUP FRANCHISE COMPANY LLC

By By
Name Name
Title Title
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ATTACHMENT B TO THE FRANCHISE AGREEMENT
COLLATERAL ASSIGNMENT OF LEASE

FOR VALUE RECEIVED, the undersigned (“Assignor”) assigns, transfers and sets over to
Loving Cup Franchise Company LLC, a Califormia limited hability company (“Assignee™), all of
Assignor’s right and title to and interest tn that certain “Lease” a copy of which 1s attached as Exhibit A
respecting premtses commonly known as This assignment 1s
for collateral purposes only and except as specified in this document Assignee will have no hability or
obligation of any kind whatsoever arising from or 1n connection with this assignment or the Lease unless
and until Assignee takes possession of the premises the Lease demises according to the terms of this
document and assumes Assignor’s obligations under the Lease

Assignor represents and warrants to Assignee that it has full power and authority to assign the
Lease and that Assignor has not previously assigned or transferred and 1s not otherwise obligated to
assign or transfer any of its interest in the Lease or the premises 1t demises

Upon Assignor’s default under the Lease or under the “Franchise Agreement” for a Store between
Assignee and Assignor or in the event Assignor defaults under any document or instrument securing the
Franchise Agreement Assignee has the right to take possession of the premises the Lease demises and
expel Assignor from the premises In that event Assignor will have no further right and title to or interest
in the Lease but will remain liable to Assignee for any past due rental payments or other charges Assignee
1s required to pay Lessor to effectuate the assignment this document contemplates

Assignor agrees that 1t will not suffer or permit any surrender, termination, amendment or
modification of the Lease without Assignee’s prior written consent Throughout the term of the Franchise
Agreement Assignor agrees that 1t will elect and exercise all options to extend the term of or renew the
Lease not less than thirty (30) days before the last day upon which the option must be exercised unless
Assignee agrees otherwise in writing  Upon Assignee’s failure to agree otherwise in writing and upon
Assignor’s failure to elect to extend or renew the Lease as required Assignor appoints Assignee as 1ts true
and lawful attorney-in-fact with the authority to exercise the extension or renewal options in the name,
place and stead of Assignor for the sole purpose of effecting the extension or renewal

ASSIGNEE ASSIGNOR

LOVING CUP FRANCHISE COMPANY LLC

By By
Name Name
Title Title
Date Date
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CONSENT TO COLLATERAL ASSIGNMENT AND AGREEMENT OF LESSOR

The undersigned Lessor under the Lease

(a) Agrees to notify Assignee in writing of and upon Assignor’s failure to cure any
default by Assignor under the Lease,

b) Agrees that Assignee will have the right, but not the obligation, to cure any
default by Assignor under the Lease within thirty (30) days after Lessor’s delivery of notice of the
default under section (a) above,

© Consents to the Collateral Assignment and agrees that (f Assignee takes
possession of the premises the Lease demises and confirms to Lessor that it has assumed the
Lease as tenant, Lessor will recognize Assignee as tenant under the Lease, provided that Assignee
cures within the thirty (30) day period noted in section (b) above Assignor’s defaults under the
Lease, and

(d) Agrees that Assignee may further assign the Lease to or enter into a sublease
with a person, firm or corporation who agrees to assume the tenant’s obligations under the Lease
and 1s reasonably acceptable to Lessor and that upon that asstignment Assignee will have no
further hability or obligation under the Lease as assignee, tenant or otherwise, other than to
certify that the additional assignee or sublessee operates the premises the Lease demises as a
Store

Dated

, Lessor
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ATTACHMENT C TO THE FRANCHISE AGREEMENT

STATEMENT OF OWNERSHIP INTERESTS AND FRANCHISEE'S PRINCIPALS

A The following is a list of all shareholders, partners or other investors in Franchisee, including all
investors who own or hold a direct or indirect interest in Franchisee, and a description of the
nature of their interest

Name Percentage of Ownership/Nature of Interest

B In addition to the persons listed in paragraph A, the following 1s a list of all of Franchisee’s
Puincipals described in and designated pursuant to Section 19 17 of the Franchise Agreement
Unless designated as a Controlling Principal, each of Franchisee’s Principals shall execute the
Confidentiality and Non-Competition Agreement substantially in the form set forth in Attachment
D (see Sections 10 2 2 and 10 3 4 of the Franchise Agreement)
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ATTACHMENT D TO THE FRANCHISE AGREEMENT

CONFIDENTIALITY AND NON-COMPETITION AGREEMENT
(for trained employees, shareholders, officers, directors,
general partners, members and managers of Franchisee)

In consideration of my bemng a of
(‘ Franchisee™), and other good and valuable consideration, the receipt and sufficiency of which 1s
acknowledged, I hereby acknowledge and agree that

1 Pursuant to a Franchise Agreement dated , 20___ (the “Franchise
Agreement ), Franchisee has acquired the right and franchise from Loving Cup Franchise Company LLC
(the ‘Company™) to establish and operate a Loving Cup Store (the ‘ Franchised Business™) and the night to
use in the operation of the Franchised Business the Company’s trade names, service marks, trademarks,
logos, emblems, and indicia of origin (the “Proprietary Marks™), as they may be changed, improved and
further developed from time to time in the Company’s sole discretion, only at the following authorized
and Accepted Location (the “Accepted Location™)

2 The Company, as the result of the expenditure of time, skill, effort and resources has
developed and owns a distinctive format and system (the “System”) relating to the establishment and
operation of Franchised Businesses offering frozen yogurt, rice pudding and beverages The Company
possesses certain proprietary and confidential information relating to the operatton of the System, which
includes certain proprietary trade secrets, recipes, methods, techniques, formats, specifications, systems,
procedures, methods of business practices and management, sales and promotional techniques and
knowledge of, and experience in the operation of the Franchised Business (the “Confidential
Information )

3 Any and all information, knowledge, know-how, and techmques which the Company
specifically designates as confidenttal shall be deemed to be Confidential Information for purposes of this
Agreement

4 As of the Franchisee, the Company and Franchisee will disclose the
Confidential Information to me in furmshing to me training programs, the Company’s Confidential
Operations Manuals (the Manuals™), and other general assistance during the term of the Franchise
Agreement

5 [ will not acquire any interest in the Confidential Information, other than the mght to
utilize 1t in the operation of the Franchised Business during the term of the Franchise Agreement, and the
use or duplication of the Confidential Information for any use outside the System would constitute an
unfair method of competition

6 The Confidential Information 1s proprietary, involves trade secrets of the Company, and
1s disclosed to me solely on the condition that | agree, and | do hereby agree, that I shall hold 1n strict
confidence all Confidential Information and all other information designated by the Company as
confidential Unless the Company otherwise agrees in writing, I will disclose and/or use the Confidential
Information only in connection with my duties as of the Franchisee, and will
continue not to disclose any such information even after I cease to be in that position and will not use any
such information even after [ cease to be in that position unless | can demonstrate that such information
has become generally known or easily accessible other than by the breach of an obligation of Franchisee
under the Franchise Agreement
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7 Except as otherwise approved in writing by the Company, I shall not, while in my
position with the Franchisee, either directly or indirectly for myself, or through, on behalf of, or in
conjunction with any person, persons, partnership, or corporation, own, maintain, operate, engage in, act
as a consultant for, perform services for, or have any interest in any food service business which (a) 1s
the same as, or substantially similar to, a Franchised Business, or (b) offers to sell or sells any products or
services which are the same as, or substantially similar to, any of the products offered by a Franchised
Bustness (a “Competitive Business™), and for a continuous uninterrupted period commencing upon the
cessation or termination of my position with Franchisee, regardless of the cause for termination, or upon
the expiration, termination, transfer, or assignment of the Franchise Agreement, whichever occurs first,
and continuing for two (2) years thereafter, either directly or indirectly, for myself, or through, on behalf
of, or in conjunction with any person, persons, partnership, or corporation, own, maintain, operate, engage
1n, act as a consultant for, perform services for, or have any interest in any Competitive Business that s,
or 1s intended to be, located at or within

71 Franchisee’s Designated Territory, as defined in the Franchise Agreement
(“Franchisee’s Designated Terntory™),

72 Twenty (20) miles of Franchisee’s Designated Ternitory, or

73 Twenty (20) miles of any Franchised Business operating under the System and
the Proprietary Marks

The prohibttions n this Paragraph 7 do not apply to my interests 1n or activities performed 1n
connection with a Franchised Business This restriction does not apply to my ownership of less than five
percent (5%) beneficial interest tn the outstanding secunties of any publicly held company

8 I agree that each of the foregoing covenants shall be construed as independent of any
other covenant or provision of this Agreement If all or any portion of a covenant in this Agreement 1s
held unreasonable or unenforceable by a court or agency having valid junsdiction in an unappealed final
decision to which the Company 1s a party, I expressly agree to be bound by any lesser covenant subsumed
within the terms of such covenant that imposes the maximum duty permitted by law, as if the resulting
covenant were separately stated 1n and made a part of this Agreement

9 I understand and acknowledge that the Company shall have the right, in its sole
discretion, to reduce the scope of any covenant set forth in this Agreement, or any portion thereof, without
my consent, effective immediately upon receipt by me of written notice thereof, and I agree to comply
forthwith with any covenant as so modified

10 The Company 1s a third-party beneficiary of this Agreement and may enforce 1t, solely
and/or jointly with the Franchisee [ am aware that my violation of this Agreement will cause the
Company and the Franchisee irreparable harm, therefore, 1 acknowledge and agree that the Franchisee
and/or the Company may apply for the issuance of an injunction preventing me from violating this
Agreement, and | agree to pay the Franchisee and the Company all the costs it/they incur(s), including,
without limitation, legal fees and expenses, 1f this Agreement is enforced agamnst me Due to the
importance of this Agreement to the Franchisee and the Company, any claim [ have against the
Franchisee or the Company 1s a separate matter and does not entitle me to violate, or justify any violation
of this Agreement
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11 This Agreement shall be construed under the laws of the State of Californmia, without
regard to the application of Califormia conflict of law rules The only way this Agreement can be changed

1s 1n writing signed by both the Franchisee and me

ACKNOWLEDGED BY FRANCHISEE

By

Signature

Name

Address

Name

Title
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ATTACHMENT E TO THE FRANCHISE AGREEMENT
ELECTRONIC TRANSFER AUTHORIZATION

AUTHORIZATION TO HONOR CHARGES DRAWN BY AND
PAYABLE TO LOVING CUP FRANCHISE COMPANY LLC (“COMPANY”)

Deposttor hereby authorizes and requests (the
‘Depository”) to imitiate debit and credit entries to Depositor’s O checking or 0 savings account (select
one) ndicated below drawn by and payable to the order of Loving Cup Franchise Company LLC by
Electronic Funds Transfer, provided there are sufficient funds in said account to pay the amount upon
presentation

Depositor agrees that the Depository’s rights with respect to each such charge shall be the same
as 1f 1t were a check drawn by the Depository and signed by Depositor Depositor further agrees that if
any such charge 1s dishonored, whether with or without cause and whether intentionally or inadvertently,
the Depository shall be under no hability whatsoever

Depository Name

City State Zip Code

Transit/ABA Number Account Number

This authority 1s to remain 1n full force and effect until Company has received written notification
from me (or either of us) of its termination 1n such time and n such manner to afford Company and
Depository a responsible opportunity to act on such request

Depositor (Please Print)

Date Signed

Signature(s) of Depositor, as Printed Above

Please attach a voided blank check, for purposes of setting up Bank and Transit Numbers
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ATTACHMENT F TO THE FRANCHISE AGREEMENT
INTERNET WEB SITES AND LISTINGS AGREEMENT

THIS INTERNET WEB SITES AND LISTINGS AGREEMENT (the ‘Internet Listing

Agreement ’) 1s made and entered into as of the day of , 20___ (the “Effective

Date ), by and between Loving Cup Franchise Company LLC, a California limited hability company (the

* Franchisor’ ) and ,a (the “Franchisee™)
WITNESSETH

WHEREAS, Franchisee desires to enter into a Franchise Agreement with Franchisor for a
Loving Cup Store (the “Franchise Agreement”), and

WHEREAS, Franchisor would not enter into the Franchise Agreement without Franchisee’s
agreement to enter into, comply with, and be bound by all the terms and provisions of this Internet Listing
Agreement,

NOW, THEREFORE, for and 1n consideration of the foregoing and the mutual promises and
covenants contained herein, and in further consideration of the Franchise Agreement and the mutual
promises and covenants contained therein, and for other good and valuable consideration, the receipt and
sufficiency of which are hereby acknowledged, the parties hereto agree as follows

1 DEFINITIONS

All terms used but not otherwise defined in this Internet Listing Agreement shall have the
meanings set forth in the Franchise Agreement “Termination” of the Franchise Agreement shall include
but shall not be limited to, the voluntary termination, involuntary termination, or natural expiration
thereof

2 TRANSFER, APPOINTMENT

21 Interest 1n_Internet Web Sites and Listings Franchisee may acquire (whether 1n
accordance with or in violation of the Franchise Agreement) during the term of the Franchise Agreement,
certain right, title, and interest in and to certain domain names, hypertext markup language, uniform
resource locator addresses, and access to corresponding internet web sites, and the nght to hyperlink to
certain web sites and listings on various internet search engines (collectively, the “Internet Web Sites and
Listings™) related to the Franchised Business or the Marks (all of which right, title, and interest 1s referred
to herein as © Franchisee’s Interest™)

22 Transfer On Termination of the Franchise Agreement, or on periodic request of
Franchisor, Franchisee will immediately direct all internet service providers, domain name registries,
internet search engines, and other listing agencies (collectively, the “Internet Compantes™) with which
Franchisee has Internet Web Sites and Listings (1) to transfer all of Franchisee’s Interest in such Internet
Web Sites and Listings to Franchisor, and (11) to execute such documents and take such actions as may be
necessary to effectuate such transfer In the event Franchisor does not desire to accept any or all such
Internet Web Sites and Listings, Franchisee will immediately direct the Internet Companies to terminate
such Internet Web Sites and Listings or will take such other actions with respect to the Internet Web Sites
and Listings as Franchisor directs

23 Appointment. Power of Attorney Franchisee hereby constitutes and appoints Franchisor
and any officer or agent of Franchisor, for Franchisor’s benefit under the Franchuse Agreement and this
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Internet Listing Agreement or otherwise, with full power of substitution, as Franchisee’s true and lawful
attorney-in-fact with full power and authority in Franchisee’s place and stead, and in Franchisee’s name
or the name of any affiliated person or affiliated company of Franchisee, to take any and all appropriate
action and to execute and deliver any and all documents that may be necessary or desirable to accomplish
the purposes of this Internet Listing Agreement Franchisee further agrees that this appointment
constitutes a power coupled with an interest and 1s irrevocable until Franchisee has satisfied all of its
obligations under the Franchise Agreement and any and all other agreements to which Franchisee and any
of its affiliates on the one hand, and Franchtsor and any of its affiliates on the other, are parties, including
without limitation this Internet Listing Agreement Without limiting the generality of the foregoing,
Franchisee hereby grants to Franchisor the power and right to do the following

231 Direct the Internet Companies to transfer all Franchisee’s Interest in and to the
Internet Web Sites and Listings to Franchisor,

232 Durect the Internet Companies to terminate any or all of the Internet Web Sites
and Listings, and

233 Execute the Internet Companies’ standard assignment forms or other documents
in order to affect such transfer or termination of Franchisee’s Interest

24 Certification of Termination Franchisee hereby directs the Internet Companies to
accept, as conclusive proof of Termination of the Franchise Agreement, Franchisor’s written statement,
signed by an officer or agent of Franchisor, that the Franchise Agreement has terminated

25 Cessation of Obhgations After the Internet Companies have duly transferred all
Franchisee’s Interest in such Internet Web Sites and Listings to Franchisor, as between Franchisee and
Franchisor, Franchisee will have no further interest in, or obligations under, such Internet Web Sites and
Listings Notwithstanding the foregoing, Franchisee will remain hable to each and all of the Internet
Companies for the sums Franchisee 1s obligated to pay such Internet Companies for obligattons
Franchisee incurred before the date Franchisor duly accepted the transfer of such Interest, or for any other
obligations not subject to the Franchise Agreement or this Internet Listing Agreement

3 MISCELLANEQUS

31 Release Franchisee hereby releases, remises acquits, and forever discharges each and
all of the Internet Companies and each and all of their parent corporations, subsidiaries, affiliates,
directors, officers, stockholders, employees, and agents, and the successors and assigns of any of them,
from any and all rights, demands, claims, damage, losses, costs, expenses, actions, and causes of action
whatsoever, whether n tort or in contract, at law or in equity, known or unknown, contingent or fixed,
suspected or unsuspected, arising out of, asserted 1n, assertable in, or 1in any way related to this Internet
Listing Agreement

32 Indemnification Franchisee 1s solely responsible for all costs and expenses related to its
performance, its nonperformance, and Franchisor’s enforcement of this Agreement, which costs and
expenses Franchisee will pay Franchisor in full, without defense or setoff, on demand Franchisee agrees
that 1t will indemmify defend, and hold harmless Franchisor and 1ts affiliates, and its and their directors,
officers, shareholders, partners, members, employees, agents, and attorneys, and the successors and
assigns of any and all of them, from and against, and will reimburse Franchisor and any and all of them
for, any and all loss, losses, damage, damages, claims, debts, demands, or obligations that are related to or
are based on this Internet Listing Agreement
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33 No Duty The powers conferred on Franchisor hereunder are solely to protect
Franchisor’s interests and shall not impose any duty on Franchisor to exercise any such powers
Franchisee expressly agrees that in no event shall Franchisor be obligated to accept the transfer of any or
all of Franchisee’s Interest in any or all such Internet Web Sites and Listings

34 Further Assurances Franchisee agrees that at any time after the date of this' Internet
Listing Agreement, Franchisee will perform such acts and execute and deliver such documents as may be
necessary to assist in or accomplish the purposes of this Internet Listing Agreement

35 Successors _Assigns, and Affiliates  All Franchisor’s rights and powers, and all
Franchisee’s obligations, under this Internet Listing Agreement shall be binding on Franchisee’s
successors, assigns and affiliated persons or entities as 1f they had duly executed this Internet Listing
Agreement

36 Effect on Other Agreements Except as otherwise provided in this Internet Listing
Agreement, all provisions of the Franchise Agreement and exhibits and schedules thereto shall remain in
effect as set forth therein

37 Survival This Internet Listing Agreement shall survive the Termination of the Franchise
Agreement

38 Joint and Several Obligations All Franchisee’s obligations under this Internet Listing
Agreement shall be joint and several

39 Governing Law This Internet Listing Agreement shall be governed by and construed
under the laws of the State of Califorma, without regard to the application of Califorma conflict of law
rules

IN WITNESS WHEREOF, the undersigned have executed or caused their duly authorized
representatives to execute this Agreement as of the Effective Date

FRANCHISOR

— FRANCHISEE-
LOVING CUP FRANCHISE COMPANY LLC
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ATTEST

By

By
Witness Name

Title

FRANCHISEE

By

Witness Name

Fitle- Title —
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TELEPHONE LISTING AGREEMENT

THIS TELEPHONE LISTING AGREEMENT (the “Telephone Listing Agreement™) is made

and entered into as of the day of , 20___ (the “Effective Date™), by and
between Loving Cup Franchise Company LLC, a Califormia limited hability company (the “Franchisor”),
and ,a (the “Franchisee™)

WITNESSETH

WHEREAS, Franchisee desires to enter into a Franchise Agreement with Franchisor for a
Loving Cup Store (the ‘ Franchise Agreement”), and .

WHEREAS, Franchisor would not enter into the Franchise Agreement without Franchisee’s
agreement to enter into, comply with and be bound by all the terms and provisions of this Telephone
Listing Agreement,

NOW, THEREFORE, for and in consideration of the foregoing and the mutual promises and
covenants contained herein, and 1n further consideration of the Franchise Agreement and the mutual
promises and covenants contained therein, and for other good and valuable consideration, the receipt and
sufficiency of all of which are hereby acknowledged, the parties hereto agree as follows

1 DEFINITIONS

All terms used but not otherwise defined in this Telephone Listing Agreement shall have the
meanings set forth in the Franchise Agreement ‘Termination” of the Franchise Agreement shall include,
but shall not be limited to, the voluntary termination, snvoluntary termination, or natural expiration
thereof

2 TRANSFER, APPOINTMENT

21 . Interest in Telephone Numbers and Listings Franchisee has, or will acquire during the
term of the Franchise Agreement, certain right, title, and interest in and to those certain telephone
numbers and regular, classified, yellow-page, and other telephone directory histings (collectively, the
“Telephone Numbers and Listings™) related to the Franchised Business or the Marks (all of which right,
title, and interest 1s referred to herein as ‘Franchisee’s Interest™)

22 Transfer On Termination of the Franchise Agreement, 1f Franchisor directs Franchisee
to do so, Franchisee will immediately direct all telephone companies, telephone directory publishers, and
telephone directory listing agencies (collectively, the “Telephone Companies™) with which Franchisee has
Telephone Numbers and Listings (1) to transfer all Franchisee’s Interest in such Telephone Numbers and
Listings to Franchisor, and (11) to execute such documents and take such actions as may be necessary to
effectuate such transfer In the event Franchisor does not desire to accept any or all such Telephone
Numbers and Listings, Franchisee will immediately direct the Telephone Companies to terminate such
Telephone Numbers and Listings or will take such other actions with respect to the Telephone Numbers
and Listings as Franchisor directs

23 Appointment, Power of Attorney Franchisee hereby constitutes and appoints Franchisor
and any officer or agent of Franchisor, for Franchisor’s benefit under the Franchise Agreement and this
Telephone Listing Agreement or otherwise, with full power of substitution, as Franchisee’s true and
lawful attorney-in-fact with full power and authority in Franchisee’s place and stead, and in Franchisee’s
name or the name of any affiliated person or affiliated company of Franchisee, on Termination of the
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Franchise Agreement, to take any and all appropriate action and to execute and deliver any and all
documents that may be necessary or desirable to accomplish the purposes of this Telephone Listing
Agreement Franchisee further agrees that this appointment constitutes a power coupled with an interest
and 1s urrevocable until Franchisee has satisfied all of 1ts obligations under the Franchise Agreement and
any and all other agreements to which Franchisee and any of its affiliates on the one hand, and Franchisor
and any of 1its affiliates on the other, are parties, including, without limitation, this Telephone Listing
Agreement Without limiting the generality of the foregoing, Franchisee hereby grants to Franchisor the
power and right to do the following

231 Direct the Telephone Companies to transfer all Franchisee’s Interest in and to the
Telephone Numbers and Listings to Franchisor,

232 Direct the Telephone Companies to terminate any or all of the Telephone
Numbers and Listings, and

233 Execute the Telephone Companies’ standard assignment forms or other
documents 1n order to affect such transfer or termination of Franchisee’s Interest

24 Certification of Termination Franchisee hereby directs the Telephone Companies that
they shall accept, as conclusive proof of Termination of the Franchise Agreement, Franchisor’s written
statement, signed by an officer or agent of Franchisor, that the Franchise Agreement has terminated

25 Cessation of Obligations After the Telephone Companies have duly transferred all
Franchisee’s Interest in such Telephone Numbers and Listings to Franchisor, as between Franchisee and
Franchisor, Franchisee wall have no further Interest 1n, or obhigations under, such Telephone Numbers and
Listings Notwithstanding the foregoing, Franchisee will remain liable to each and all of the Telephone
Companies for the sums Franchisee 1s obligated to pay such Telephone Companies for obligations
Franchisee incurred before the date Franchisor duly accepted the transfer of such Interest, or for any other
obligations not subject to the Franchise Agreement or this Telephone Listing Agreement

3 MISCELLANEOUS

31 Release Franchisee hereby releases, remises, acquits, and forever discharges each and
all of the Telephone Companies and each and all of their parent corporations, subsidiaries, affihates,
directors, officers, stockholders, employees, and agents, and the 'successors and assigns of any of them,
from any and all rights, demands, claims, damage, losses, costs, expenses, actions, and causes of action
whatsoever, whether 1n tort or in contract, at law or in equity, known or unknown, contingent or fixed,
suspected or unsuspected, arising out of, asserted in, assertable 1n, or in any way related to this Telephone
Listing Agreement

32 Indemnification Franchisee 1s solely responsible for all costs and expenses related to
Franchisee’s performance, Franchisee’s nonperformance, and Franchisor’s enforcement of this
Agreement, which costs and expenses Franchisee will pay Franchisor in full, without defense or setoff, on
demand Franchisee agrees that 1t will indemnify, defend, and hold harmless Franchisor and 1ts affihates,
and the directors, officers, shareholders, partners, members, employees, agents, and attorneys of
Franchisor and 1ts affiliates, and the successors and assigns of any and all of them, from and against, and
will reimburse Franchisor and any and all of them for, any and all loss, losses, damage, damages, claims,
debts, demands, or obligations that are related to or are based on this Telephone Listing Agreement

33 No Duty The powers conferred on Franchisor under this Telephone Listing Agreement
are solely to protect Franchisor’s interests and shall not impose any duty on Franchisor to exercise any
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such powers Franchisee expressly agrees that in no event shall Franchisor be obligated to accept the
transfer of any or alt of Franchisee’s Interest in any or all such Telephone Numbers and Listings

34 Further Assurances Franchisee agrees that at any time after the date hereof, 1t will
perform such acts and execute and deliver such documents as may be necessary to assist 1n or accomphsh
the purposes of this Telephone Listing Agreement

35 Successors, Assigns, and Affihates  All Franchisor’s rights and powers, and all
Franchisee’s obligations, under this Telephone Listing Agreement shall be binding on Franchisee’s
successors, asstgns and affihated persons or entities as 1f they had duly executed this Telephone Listing
Agreement

36 Effect on Other Agreements Except as otherwise provided in this Telephone Listing
Agreement, all provisions of the Franchise Agreement and exhibits and schedules thereto shall remain in
effect as set forth therein

37 Survival This Telephone Listing Agreement shall survive the Termination of the
Franchise Agreement

38 Joint and Several Obligations All Franchisee’s obligations under this Telephone Listing
Agreement shall be joint and several_

39 Governing Law This Telephone Listing Agreement shall be governed by and construed
under the laws of the State of California, without regard to the application of Californta conflict of law
rules

IN WITNESS WHEREOF, the parties hereto have duly executed and delivered this Telephone
Listing Agreement as of the Effective Date

1

FRANCHISOR
——— ERANCHISEE-

LOVING CUP FRANCHISE COMPANY LLC
ATTEST

By ——

By

Witness Name

Title,

FRANCHISEE

By,
Witness Name em—
Fatle- Title —
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ATTACHMENT G TO THE FRANCHISE AGREEMENT
POWER OF ATTORNEY (TAX)
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Taxes
IRREVOCABLE POWER OF ATTORNEY

STATE OF )
)
)

COUNTY OF

KNOW ALL MEN BY THESE PRESENTS

That ,a (“Franchisee™), does hereby irrevocably
constitute and appoint Loving Cup Franchise Company LLC, a Califorma limited hability company
(‘ Franchisor™), true and lawful attorney-in-fact and agent for Franchisee and in Franchisee’s name, place
and stead to do or cause to be done all things and to sign, execute, acknowledge, certify, deliver, accept,
record and file all such agreements, certificates, instruments and documents as, in the sole discretion of
Franchisor, shall be necessary or advisable for the sole purpose of obtaining any and all returns, records,
reports and other documentation relating to the payment of taxes filed by Franchisee with any state and/or
federal taxing authority, including, but not limited to, the State Comptroller of the State of ,
hereby granting unto Franchisor full power and authority to do and perform any and all acts and things
which, 1n the sole discretion of Franchisor, are necessary or advisable to be done as fully to all intents and
purposes as Franchisee might or could itseif do, hereby ratifying and confirming all that Franchisor may
lawfully do or cause to be done by virtue of this Power of Attorney and the powers herein granted

During the term of this Power of Attorney, and regardless of whether Franchisee has designated
any other person to act as 1ts attorney-in-fact and agent, no governmental agency, person, firm or
corporation dealing with Franchisor, 1f acting in good faith, shall be required to ascertain the authority of
Franchisor, nor to see to the performance of the agency, nor be responsible 1n any way for the proper
application of documents delivered or funds or property paid or delivered to Franchisor  Any
governmental agency, person, firm or corporation dealing with Franchisor shall be fully protected in
acting and relying on a certificate of Franchisor that this Power of Attorney on the date of such certificate
has not been revoked and 1s 1n full force and effect, and Franchisee shall not take any action against any
person, firm, corporation or agency acting In reliance on such a certificate or a copy of this Power of
Attorney Any instrument or document executed on behalf of Franchisee by Franchisor shall be deemed
to include such a certificate on the part of Franchisor, whether or not expressed This paragraph shall
survive any termination of this Power of Attorney

This Power of Attorney shall terminate two (2) years following the expiration or termnation of
that certain Franchise Agreement dated as of , 20 by and between Franchisor and
Franchisee Such termination, however, shall not affect the validity of any act or deed that Franchisor
may have effected prior to such date pursuant to the powers herein granted

This instrument 1s to be construed and interpreted as an irrevocable power of attorney coupled

with an interest It 1s executed and delivered n the State of and the laws of the State of

shall govern all questions as to the validity of this Power of Attorney and the construction of 1ts
provisions
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IN WITNESS WHEREOF, the undersigned has executed this Power of Attorney as of the
day of .20

By
Name
Title

STATE OF )
)
COUNTY OF )

BEFORE ME, the undersigned authority, on this day personally appeared ,

of , known to me to be the person whose name 1s

subscribed to the foregoing instrument, who acknowledged to me that s/he executed the same for the
purposes and consideration therein expressed and in the capacity therein stated

GIVEN UNDER MY HAND AND SEAL OF OFFICE this day of ,20

(SEAL)

Notary Public in and for
The State of

My commission expires
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ATTACHMENT H TO THE FRANCHISE AGREEMENT
MULTI-STATE ADDENDUM

CALIFORNIA APPENDIX

Califormia Business and Professions Code Sections 20000 through 20043 provide rights to you
concerning termination, transfer or non-renewal of a franchise If the Franchise Agreement
contains provisions that are inconsistent with the law, the law will control

The Franchise Agreement provides for termination upon bankruptcy This provision may not be
enforceable under Federal Bankruptcy Law (11 US CA Sec 101 et seq)

The Franchise Agreement contains covenants not to compete which extend beyond the
termination of the agreements These provisions may not be enforceable under California law

Section 31125 of the California Corporation Code requires the franchisor to provide you with a
disclosure document before asking you to agree to a material modification of an existing
franchise

Neither the franchisor, any person or franchise broker in Item 2 of the Disclosure Document 1s
subject to any currently effective order of any national securities association or national securities
exchange, as defined 1n the Securities Exchange Act of 1934, 15 US C A 79a et seq, suspending
or expelling such persons from membership 1n such association or exchange

You must sign a general release 1f you renew or transfer your franchise Califormia Corporation
Code 31512 voids a waiver of your nghts under the Franchise Investment Law (Califorma
Corporations Code 31000 through 31516) Business and Professions Code 20010 voids a waiver
of your rights under the Franchise Relations Act (Business and Professions Code 20000 through
20043)

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

The Franchise Agreement contains a hiquidated damages clause Under California Civil Code
Section 1671, certain liquidated damages clauses are unenforceable

OUR WEBSITE, www lovingcup com, HAS NOT BEEN REVIEWED OR APPROVED
BY THE CALIFORNIA DEPARTMENT OF BUSINESS OVERSIGHT ANY
COMPLAINTS CONCERNING THE CONTENT OF THIS WEBSITE MAY BE
DIRECTED TO THE CALIFORNIA DEPARTMENT OF BUSINESS OVERSIGHT at
www dbo ca gov

The appropnate sections of the Franchise Agreement are amended to state that the highest interest
rate allowed under Califorma law 1s 10% per annum

ADDENDUM REQUIRED BY THE STATE OF ILLINOIS

Ilhino1s law governs the agreements between the parties to this franchise
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Section 4 of the Illinois Franchise Disclosure Act provides that any provision in the
franchise agreement which designates junisdiction or venue outside of the State of Illinois
1s void However, a franchise agreement may provide for arbitration outside of Illinois

Section 41 of the Illinois Franchise Disclosure Act provides that any condition,
stipulation, or provision purporting to bind any person acquiring any franchise to waive
compliance with the lllinois Franchise Disclosure Act or any other law of Ihnois 1s void

Your right upon termination and non-renewal of a franchise agreement are set forth in

sections 19 and 20 of the Illinois Franchise Disclosure Act

ADDENDUM REQUIRED BY THE STATE OF INDIANA

1 To be added to Item 3 of the Disclosure Document, is the following statement
There are presently no arbitration proceedings to which the Franchisor 1s a party
2 Item 17 of the Disclosure Document 1s amended to reflect the requirement under Indiana
Code 23-2-2 7-1 (9), which states that any post term non-compete covenant must not extend beyond the
franchisee’s exclusive territory

3 Item 17 1s amended to state that this 1s subject to Indiana Code 23-2-2 7-1 (10)

4 Under Indiana Code 23-2-2 7-1 (10), jurisdiction and venue must be in Indiana 1if the
franchisee so requests This amends Article 19 of the Franchise Agreement

5 Under Indiana Code 23-2-2 7-1 (10), franchisee may not agree to waive any claims or
rights

ADDENDUM REQUIRED BY THE STATE OF MARYLAND

This will serve as the State Addendum for the State of Maryland for Loving Cup Franchise
Company LLC’s Franchise Disclosure Document and for its Franchise Agreement The amendments to
the Franchise Agreement included 1n this addendum have been agreed to by the parties

1 ftem 17 of the Disclosure Document 1s amended to state that the general release required
as a condition of renewal, sale and/or assignment/transfer shall not apply to any hiability under the
Maryland Franchise Registration and Disclosure Law

2 Item 17 of the Disclosure Document 1s amended to state that a franchisee may bring a
lawsuit in Maryland for claims arising under the Maryland Franchise Registration and Disclosure Law

3 Item 17 of the Disclosure Document 1s amended to state that any claims arising under the

Maryland Franchise Regstration and Disclosure Law must be brought within three years after the grant of
the franchise

Loving Cup/FA-84e02 2



4 Item 17 of the Disclosure Document 1s amended to state that the provisions in the
Franchise Agreement which provide for termimnation upon bankruptcy of the franchisee may not be
enforceable under federal bankruptcy law (11 U S C Section 101 et seq)

5 The appropriate sections of the Franchise Agreement are amended to permit a franchisee
to bring a lawswit in Maryland for claims ansing under the Maryland Franchise Registration and
Disclosure Law

6 The appropniate sections of the Franchise Agreement are amended to state that any claims
arising under the Maryland Franchise Registration and Disclosure Law must be brought within three years
after the grant of the franchise

7 The appropriate sections of the Franchise Agreement are amended to state that the
general release required as a condition of renewal, sale and/or assignment/ transfer shall not apply to any
liability under the Maryland Franchise Registration and Disclosure Law

8 The Franchise Agreement and Franchisee Disclosure Acknowledgment Statement are
amended to include the following statement “All representations requiring prospective franchisees to
assent to a release, estoppel or waiver of hability are not intended to nor shall they act as a release,
estoppel or waiver of any hability incurred under the Maryland Franchise Registration and Disclosure
Law ™

DISCLOSURE REQUIRED BY THE STATE OF MICHIGAN

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) A prohibition on the right of a franchisee to join an association of franchises

(b) A requirement that a franchisee assent to a release, assignment, novation, waiver or
estoppel which deprives a franchisee of nghts and protections provided in this act 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 its
term except for good cause Good cause shall include the faillure of the franchisee to comply with any
lawful provision of the franchise agreement and to cure such failure after being given written notice
thereof and a reasonable opportunity, which in no event need be more than thirty (30) days, to cure such
fariure

(d) 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
exptration of the franchisee’s inventory, supplies, equipment, fixtures and furmishings Personalized
matenals 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
compensatton This subsection applies only iIf (1) the term of the franchise 1s less than five (5) years, and
(n) the franchisee 1s prohubited 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
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franchisee does not receive at least stx (6) months’ advance notice of franchisor’s intent not to renew the
franchise

(e) 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 ctrcumstances This section does not
require a renewal provision

6} A proviston requirtng that arbitration or litigation be conducted outside this state This
shal! not preclude the franchisee from entering into an agreement, at the time of arbitration, to conduct
arbitration at a location outside this state

(2 A provision which permits a franchisor to refuse to permit a transfer of ownership of a
franchise, except for good cause This subdivision does not prevent a franchisor from exercising a right
of first refusal to purchase the franchise Good cause shall include, but 1s not limited to

Q) Fatlure of the proposed transferee to meet the franchisor’s then-current
reasonable qualifications or standards

() The fact that the proposed transferee 1s a competitor of the franchisor or
subfranchisor

(m)  The unwillingness of the proposed transferee to agree in writing to comply with
all lawfu! obligations

(v) The failure of the franchisee or proposed transferee to pay any sums owing to the
franchisor or to cure any default 1n the franchise agreement existing at the time of the proposed transfer

(h) A provision that requires the franchisee to resell to the franchisor items that are not
uniquely 1dentified with the franchisor Thts 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 1f the franchisee has breached the lawful provisions of the franchise
agreement and has failed to cure the breach in the manner provided n subdivision (c)

) 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 provision has
been made for providing the required contractual services

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

If the franchisor’s most recent financial statements are unaudited and show a net worth of less
than $100,000, franchisee has the right to request an escrow arrangement
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Any questions regarding this notice should be directed to

Consumer Protection Division
Attn  Marilyn McEwen

525 W Ottawa Street, 6 Floor
Lansing, Michigan 48933
(517)373-7117

ADDENDUM REQUIRED BY THE STATE OF MINNESOTA

This addendum to the Disclosure Document 1s agreed to this ____ day of ,20 ,and
effectively amends and revises said Disclosure Document and Franchise Agreement as follows

1 Item 13 of the Disclosure Document and Article 9 of the Franchise Agreement are
amended by the addition of the following language to the onginal language that appears therein

“In accordance with applicable requirements of Minnesota law, Franchisor shall protect
Franchisee’s right to use the trademarks, service marks, trade names, logotypes or other
commercial symbols and/or shall indemnify Franchise from any loss, costs or expenses arising
out of any claim, suit or demand regarding such use

2 Item 17 of the Disclosure Document and Articles 3 and 17 of the Franchise Agreement
are amended by the addition of the following language to the original language that appears therein

¢ With respect to franchises governed by Minnesota law, the franchisor will comply with
Minnesota Statutes Sec 80C 14, Subds 3, 4 and 5, which require (except in certain specified
cases) that a franchisee be given 90 days’ notice of termination (with 60 days to cure) and 180
days’ notice for non-renewal of the franchise agreement and that consent to the transfer of the
franchise will not be unreasonably withheld *

3 Item 17 of the Disclosure Docurient and Article 19 of the Franchise Agreement are
amended by the addition of the following language to amend the Governing Law, Jurisdiction and Venue,
and Choice of Forum sections

‘Minn Stat Sec 80C 21 and Rule 2860 4400(J) prohibit the franchisor from requiring litigation
to be conducted outside Minnesota, requiring waiver of a jury trial, or requiring the franchisee to
consent to liquidated damages, termination penalties or judgment notes In addition, nothing in
the Franchise Disclosure Document or agreements can abrogate or reduce any of the franchisee’s
rights’as provided for in Minnesota Statutes, Chapter 80C, or franchisee’s rights to any procedure,
forum, or remedies provided for by the laws of the jurisdiction ”

4 Item 17 of the Disclosure Document and Articles 3 and 14 of the Franchise Agreement
are amended by the addition of the following language to the original language that appears therein

“Minn Rule 2860 4400D prohibits us from requiring you to assent to a general release ”

5 Any reference to hiqudated damages in the Franchise Agreement 1s hereby deleted in
accordance with Minn Rule 2860 4400J which prohibits requiring you to consent to hquidated damages
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6 Section 19 10 of the Franchise Agreement 1s hereby deleted 1n accordance with Minn
Rule 2860 4400J which prohibits waiver of a jury tral

7 Article 19 of the Franchise Agreement regarding Limitations of Claims is hereby
amended to comply with Minn Stat §80C 17, Subd 5

8 Item 6, Insufficient Fund Fees NSF fees are governed by Minnesota Statute 604 113,
which puts a cap of $30 on a NSF check This applies to everyone in Minnesota who accepts checks
except banks

9 Under Minn Rule 2860 440J, the franchisee cannot consent to the franchisor obtaining

injunctive relief The franchisor may seek injunctive relief A court will determine if a bond 1s required
The appropnate sections of the Franchise Agreement are hereby amended accordingly

ADDENDUM REQUIRED BY THE DEPARTMENT OF LAW OF THE STATE OF NEW YORK

1 The following information i1s added to the cover page of the Franchise Disclosure
Document

INFORMATION COMPARING FRANCHISORS IS AVAILABLE CALL THE
STATE ADMINISTRATORS LISTED IN EXHIBIT H OR YOUR PUBLIC LIBRARY FOR
SOURCES OF INFORMATION REGISTRATION OF THIS FRANCHISE BY NEW YORK
STATE DOES NOT MEAN THAT NEW YORK STATE RECOMMENDS IT OR HAS
VERIFIED THE INFORMATION IN THIS FRANCHISE DISCLOSURE DOCUMENT IF
YOU LEARN THAT ANYTHING IN THE FRANCHISE DISCLOSURE DOCUMENT IS
UNTRUE, CONTACT THE FEDERAL TRADE COMMISSION AND NEW YORK STATE
DEPARTMENT OF LAW, BUREAU OF INVESTOR PROTECTION AND SECURITIES, 120
BROADWAY, 23RD FLOOR, NEW YORK, NEW YORK 10271 THE FRANCHISOR MAY,
IF IT CHOOSES, NEGOTIATE WITH YOU ABOUT ITEMS COVERED IN THE
FRANCHISE DISCLOSURE DOCUMENT HOWEVER, THE FRANCHISOR CANNOT USE
THE NEGOTIATING PROCESS TO PREVAIL UPON A PROSPECTIVE FRANCHISEE TO
ACCEPT TERMS WHICH ARE LESS FAVORABLE THAN THOSE SET FORTH IN THIS
FRANCHISE DISCLOSURE DOCUMENT

2 The following 1s added at the end of Item 3

Except as provided above, with regard to the franchisor, its predecessor, a person
identified 1n Item 2, or an affiliate offering franchises under the franchisor’s principal trademark

A No such party has an administrative, criminal or civil action pending against that person
alleging a felony, a violation of a franchise, antitrust, or securities law, fraud,
embezzlement, fraudulent conversion, misappropriation of property, unfair or deceptive
practices, or comparable civil or misdemeanor allegations

B No such party has pending actions, other than routine litigation incidental to the business,
which are significant in the context of the number of franchisees and the size, nature or
financial condition of the franchise system or its business operations

C No such party has been convicted of a felony or pleaded nolo contendere to a felony
charge or, within the 10 year period immediately preceding' the application for
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registration, has been convicted of or pleaded nolo contendere to a misdemeanor charge
or has been the subject of a civil action alleging violation of a franchise, antifraud, or
securities law, fraud, embezzlement, fraudulent conversion or misappropriation of
property, or unfair or deceptive practices or comparable allegations

D No such party 1s subject to a currently effective injunctive or restrictive order or decree
relating to the franchise, or under a Federal, State, or Canadian franchise, secunties,
antitrust, trade regulation or trade practice law, resulting from a concluded or pending
action or proceeding brought by a public agency, or 1s subject to any currently effective
order of any national secunities associatton or national securities exchange, as defined 1in
the Securtties and Exchange Act of 1934, suspending or expelling such person from
membership n such association or exchange, or 1s subject to a currently effective
injunctive or restrictive order relating to any other business activity as a result of an
action brought by a public agency or department, including, without limitation, actions
affecting a license as a real estate broker or sales agent

3 The following 1s added to the end of ltem 4

Neither the franchisor, 1ts affiliate, its predecessor, officers, or general partner during the
10-year period immediately before the date of the offering circular (a) filed as debtor (or had
filed against it) a petition to start an action under the US Bankruptcy Code, (b) obtained a
discharge of 1ts debts under the bankruptcy code, or (c) was a principal officer:of a company or a
general partner tn a partnership that either filed as a debtor (or had filed against 1t) a petition to
start an action under the U S Bankruptcy Code or that obtained a discharge of its debts under the
US Bankruptcy Code during or within 1 year after that officer or general partner of the
franchisor held this positton tn the company or partnership

4 The following 15 added to the end of Item 5

The mitial franchise fee constitutes part of our general operating funds and will be used
as such in our discretion

5 The following i1s added to the end of the  Summary” sections of Item 17(c), titled
‘ Requirements for franchisee to renew or extend,” and Item 17(m), entitled ‘ Conditions for franchisor
approval of transfer”

However, to the extent required by applicable law, all rights you enjoy and any causes of
action arising 1n your favor from the provisions of Article 33 of the General Business Law of the
State of New York and the regulations 1ssued thereunder shall remain 1n force, it being the intent
of this proviso that the non-warver provisions of General Business Law Sections 687 4 and 687 5
be satisfied

6 The following language replaces the ‘Summary” section of Item 17(d), ttled
‘ Termination by franchisee”

You may terminate the agreement on any grounds available by law

7 The following s added to the end of the “Summary” section of ltem 17(j), titled
“Assignment of contract by franchisor”
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However, no assignment will be made except to an assignee who in good faith and
judgment of the franchisor, 1s willing and financially able to assume the franchisor’s obligations
under the Franchise Agreement

8 The following 1s added to the end of the “Summary” sections of Item 17(v), titled
¢ Choice of forum”, and Item 17(w), titled ¢ Choice of law”

The foregoing choice of law should not be considered a waiver of any right conferred
upon the franchisor or upon the franchisee by Article 33 of the General Business Law of the State
of New York

ADDENDUM REQUIRED BY THE STATE OF NORTH DAKOTA

This addendum to the Disclosure Document and Franchise Agreement effectively amends and
revises said documents as follows

1 Item 17(c) of the Disclosure Document and Articles 3 and 14 of the Franchise Agreement
are hereby amended to indicate that a franchisee shall not be required to sign a general release

2 Covenants not to compete are generally considered unenforceable in the State of North
Dakota, in accordance with Section 51-19-09 of the North Dakota Franchise Investment Law Item 17(r)
of the Disclosure Document and Article 10 of the Franchise Agreement are amended accordingly

3 ftem 6 and Item 17(1) of the Disclosure Document and Article 18 of the Franchise
Agreement requires the franchisee to consent to termination or hquidated damages  Since the
Commussioner has determined this to be unfair, unjust and inequitable within the intent of Section 51-19-
09 of the North Dakota Franchise Investment Law, these provisions are hereby deleted 1n each place they
appear 1n the Disclosure Document and Franchise Agreement used in North Dakota

4 Item 17(u) of the Disclosure Document and Article 19 of the Franchise Agreement are
amended to provide that arbitration shall be held at a site that 1s agreeable to all parties

5 Item 17(v) of the Disclosure Document and the prowsions of Article 19 of the Franchise
Agreement which require jurisdiction of courts in San Francisco County, Califorma are deleted

6 Item 17(w) of the Disclosure Document and Article 19 of the Franchise Agreement are
amended to indicate that the agreements are to be construed according to the laws of the State of North
Dakota

7 Apart from civil hability as set forth in Section 51-19-12 N D C C, which 1s hmited to
violations of the North Dakota Franchise Investment Law (registration and fraud), the hability of the
franchisor to a franchisee 1s based largely on contract law Despite the fact that those provisions are not
contained in the franchise investment law, those provisions contain substantive rights intended to be
afforded to North Dakota residents Therefore, North Dakota franchisees will not be required to waive
their rights under North Dakota law

8 The provistons of Article 19 of the Franchise Agreement which require a franchisee to

consent to (1) a waiver of trial by jury and (2) a waiver of exemplary and punitive damages are contrary
to Section 51-19-09 of the North Dakota Franchise Investment Law and are hereby deleted
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9 The provisions of Article 19 of the Franchise Agreement which require a franchisee to
consent to a limitatton of claims are hereby amended to state that the statute of hmitations under North
Dakota law applies

ADDENDUM REQUIRED BY THE STATE OF RHODE ISLAND

The following amends Item 17 and 1s required to be included within the Disclosure Document
and shall be deemed to supersede the language in the Disclosure Document itself

Section 19-28 1-14 of the Rhode Island Franchise Investment Act provides that
“A provision In a franchise agreement restricting jurisdiction or venue to a forum outside of this

state or requiring the application of the laws of another state 1s vord with respect to a claim
otherwise enforceable under this Act

ADDENDUM REQUIRED BY THE COMMONWEALTH OF VIRGINIA

In recognition of the restrictions contatned 1n Section 13 [-564 of the Virgimia Retail Franchising
Act, the Franchise Disclosure Document for Loving Cup Franchise Company LLC for use in the
Commonwealth of Virginia shall be amended as follows

1 Additional Disclosure The following statements are added to Item 17 h

Pursuant to Section 13 1-564 of the Virginia Retail Franchising Act, 1t 1s unlawful for a franchisor
to cancel a franchise without reasonable cause If any grounds for default or termination stated in
the franchise agreement and development agreement does not constitute ‘ reasonable cause,” as
that the term may be defined in the Virginia Retail Franchising Act or the laws of Virginia, the
provision may not be enforceable

Pursuant to Section 13 1-564 of the Virginia Retail Franchising Act, 1t 1s unlawful for a franchisor
to use undue influence to induce a franchisee to surrender any right given to him under the
franchuise If any provision of the Franchise Agreement involves the use of undue influence by
the franchisor to induce a franchisee to surrender any rights given to him under the franchise, that
provision may not be enforceable

ADDENDUM REQUIRED BY THE STATE OF WASHINGTON

The State of Washington has a statute, RCW 19 100 180, which may supersede the Franchise
Agreement n your relationship with the Franchisor, including the areas of termination and renewal of
your franchise There may also be court decisions which may supersede the Franchise Agreement in your
relationship with the Franchisor, including the areas of termination and renewal of your franchise

In any arbitration involving a franchise purchased in Washington, the arbitration site shall be
either 1n the State of Washington or 1n a place mutually agreed upon at the time of the arbitration, or as
determined by the arbitrator

In the event of a conflict of laws, the provisions of the Washington Franchise Investment
Protection Act, Chapter 19 100 RCW shall prevail

Loving Cup/FA-0+eQ2 9



A release or waiver of nghts executed by a franchisee shall not include nghts under the
Washington Franchise Investment Protection Act, except when executed pursuant to a negotiated
settlement after the agreement 1s in effect and where the parties are represented by independent counsel
Provisions such as those which unreasonably restrict or limit the statute of limitations period for claims
under the Act or rights or remedies under the Act, such as a right to a jury tnal, may not be enforceable

Transfer fees are collectable to the extent that they reflect the Franchisor’s reasonable estimated
or actual costs tn effecting a transfer

IN WITNESS WHEREQF, the parties hereto have duly executed, sealed and delivered thus
Addendum dated this day of ,20

ATFEST FRANCHISOR

LOVING CUP FRANCHISE COMPANY LLC

ATTEST,

By ——
Witness Name _
Title  e—

FRANCHISEE

|

By
Witness Name
Title.
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ATTACHMENT I TO THE FRANCHISE AGREEMENT

TRANSFER OF A FRANCHISE TO A
CORPORATION OR LIMITED LIABILITY COMPANY

This Transfer Agreement shall amend that certain Franchise Agreement between
(‘ Franchisee”) and Loving Cup Franchise Company LLC (“Franchisor”)

The undersigned, an Officer, Director and Owner of a majority of the 1ssued and outstanding
voting stock of the Corporation set forth below, or Members of the issued and outstanding Interests of the
Lumited Liabihity Company set forth below, and the Franchisee of the Store under a Franchise Agreement
executed on the date set forth below, between himself or herself and Franchisor, granting him/her a
franchise to operate at the location set forth below, and the other undersigned Directors, Officers and
Shareholders of the Corporation, or the Members of the Limited Liabihty Company, who together with
Franchisee constitute all of the Shareholders of the Corporation, or the Members of the Limited Liability
Company, in order to induce Franchisor to consent to the assignment of the Franchise Agreement to the
Corporation or Limited Liability Company in accordance with the provisions of Article 14 of the
Franchise Agreement, agree as follows

1 The undersigned Franchisee shall remain personally liable n all respects under the
Franchise Agreement and ali the other undersigned Officers, Directors and Shareholders of the
Corporation, or the Members of the Limited Liability Company, intending to be legally bound hereby,
agree jointly and severally to be personally bound by the provisions of the Franchise Agreement including
the restrictive covenants contained in Article 10 thereof, to the same extent as if each of them were the
Franchisee set forth 1n the Franchise Agreement and they jointly and severally personally guarantee all of
the Franchisee’s obligations set forth in said Agreement

2 The undersigned agree not to transfer any stock 1n the Corporation, or any interest in the
Limited Liability Company without the prior written approval of the Franchisor and agree that all stock
certificates representing shares in the Corporation, or all certificates representing interests 1n the Limited
Liabthty Company shall bear the following legend

“The shares of stock represented by this certificate are subject to the
terms and conditions set forth in a Franchise Agreement dated

20__ between and Loving Cup
Franchise Company LLC2”

or

“The ownership interests represented by this certificate are subject to the
terms and conditions set forth in a Franchise Agreement dated

,20__ between and Loving Cup
Franchise Company LLCZ”

3 or his designee shall devote his best efforts to the day-to-day
operation and development of the Store

4 hereby agrees to become a party to and to be bound by all of the
provisions of the Franchise Agreement executed on the date set forth below between Franchisee and
Franchisor, to the same extent as 1f 1t were named as the Franchisee therein
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Date of Franchise Agreement

Location of Store

WITNESS As to Paragraph 3

[Name]

As to Paragraph 4

[Name]

ATTEST

Name of Corp or Limited Liability Company

By
Title

In consideration of the executton of the above Agreement, Loving Cup Franchise Company LLC
hereby consents to the above referred to assignment on this day of , 20

LOVING CUP FRANCHISE COMPANY LLC

By
Name
Title
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ATTACHMENT J TO THE FRANCHISE AGREEMENT
FRANCHISEE DISCLOSURE ACKNOWLEDGMENT STATEMENT

As you know, Loving Cup Franchise Company LLC (the “Franchisor”) and you are preparing to
enter nto a franchise agreement (the ‘ Franchise Agreement”) for the establishment and operation of a
Loving Cup Store (the “Franchised Business”) The purpose of this Questionnaire 1s to determine
whether any statements or promises were made to you by employees or authorized representatives of the
Franchisor, or by employees or authorized representatives of a broker acting on behalf of the Franchisor
(“Broker”) that have not been authorized, or that were not disclosed in the Disclosure Document or that
may be untrue, inaccurate or misleading The Franchisor, through the use of this document, desires to
ascertain (a) that the undersigned individually and as a representative of any legal entity established to
acquire the franchise rights, fully understands and comprehends that the purchase of a franchise 1s a
business decision, complete with 1ts associated risks, and (b) that you are not relying upon any oral
statement, representations, promises or assurances during the negotiations for the purchase of the
franchise which have not been authorized by Franchisor

In the event that you are intending to purchase an existing Franchised Business from an existing
Franchisee, you may have received information from the transferring Franchisee, who 1s not an employee
or representative of the Franchisor The questions below do not apply to any communications that you
had with the transferring Franchisee Please review each of the following questions and statements
carefully and provide honest and complete responses to each

1 Are you seeking to enter into the Franchise Agreement in connection with a purchase or
transfer of an existing Franchtsed Business from an existing Franchisee?

Yes No

2 [ had my first face-to-face meeting with a Franchisor representative on
,20

3 Have you received and personally reviewed the Franchise Agreement, each addendum,

and/or related agreement provided to you?

Yes No

4 Do you understand all of the information contained 1n the Franchise Agreement, each
addendum, and/or related agreement provided to you?

Yes No

If no, what parts of the Franchise Agreement, any Addendum, and/or related agreement do you
not understand? (Attach additional pages, 1f necessary )
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5 Have you received and personally reviewed the Franchisor’s Disclosure Document that
was provided to you?

Yes No_

6. Did you sign a receipt for the Disclosure Document indicating the date you received 1t?
Yes No__

7 Do you understand all of the information contained in the Disclosure Document and any

state-specific Addendum to the Disclosure Document?

Yes No

If No, what parts of the Disclosure Document and/or Addendum do you not understand® (Attach
additional pages, 1f necessary )

8 Have you discussed the benefits and risks of establishing and operating a Franchised
Business with an attorney, accountant, or other professional advisor?

Yes No

If No, do you wish to have more time to.do so?

Yes No

9 Do you understand that the success or failure of your Franchised Business will depend in
large part upon your skills and abilities, competition from other businesses, interest rates, inflation, labor
and supply costs, location, lease terms, your management capabilities and other economic, and business
factors?

Yes No

10 Has any employee of a Broker or other person speaking on behalf of the Franchisor made
any statement or promise concerning the actual or potential revenues, profits or operating costs of any
particular Franchised Business operated by the Franchisor or its franchisees (or of any group of such
businesses), that 1s contrary to or different from the information contained n the Disclosure Document?

Yes No
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11 Has any employee of a Broker or other person speaking on behalf of the Franchisor made
any statement or promise regarding the amount of money you may earn in operating the franchised
business that i1s contrary to or different trom the information contained 1n the Disclosure Document?

Yes No

12 Has any employee of a Broker or other person speaking on behalf of the Franchisor made
any statement or promise concerning the total amount of revenue the Franchised Business will generate,
that 1s contrary to or different from the information contained 1n the Disclosure Document?

Yes No

13 Has any employee of a Broker or other person speaking on behalf of the Franchisor made
any statement or promise regarding the costs you may incur in operating the Franchised Business that is
contrary to or different from the information contained in the Disclosure Document?

Yes No

14 Has any employee of a Broker or other person speaking on behalf of-the Franchisor made
any statement or promise concerning the likelthood of success that you should or might expect to achieve
from operating a Franchised Business”

Yes No

15 Has any employee of a Broker or other person speaking on behalf of the Franchisor made
any statement, promise or agreement concerning the advertising, marketing, training, support service or
assistance that the Franchisor will furnish to you that 1s contrary to, or different from, the information
contained 1n the Disclosure Document or franchise agreement?

Yes No

16 Have you entered into any binding agreement with the Franchisor concerning the
purchase of this franchise prior to today?

Yes No

17 Have you paid any money to the Franchisor concerning the purchase of this franchise
prior to today?

Yes No

18 Have you spoken to any other franchisee(s) of this system before deciding to purchase
this franchise? If so, who?

If you have answered No to question 9, or Yes to any one of questions 10-17, please provide a
full explanation of each answer n the following blank lines (Attach additional pages, if necessary, and
refer to them below ) If you have answered Yes to question 9, and No to each of questions 10-17, please
leave the following lines blank
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[ signed the Franchise Agreement and Addendum (if any) on , 20, and
acknowledge that no Agreement or Addendum 1s effective until signed and dated by the Franchisor

Please understand that your responses to these questions are important to us and that we will rely
on them By signing this Questionnaire, you are representing that you have responded truthfully to the
above questions In addition, by signing this Questionnaire, you also acknowledge that

A You recognmze and understand that business risks, which exist in connection with the
purchase of any business, make the success or failure of the franchise subject to many variables, including
among other things, your shills and abilities, the hours worked by you, competition, interest rates, the
economy, inflation, franchise location, operation costs, lease terms and costs and the marketplace You
hereby acknowledge your awareness of and wtllingness to undertake these business risks

B You agree and state that the decision to enter into this business nsk 1s in no manner
predicated upon any oral representation assurances, warranties, guarantees or promises made by
Franchisor or any of its officers, employees or agents (including the Broker or any other broker) as to the
likelthood of success of the franchise  Except as contained in the Disclosure Document, you
acknowledge that you have not received any information from the Franchisor or any of its officers,
employees or agents (including the Broker or any other broker) concerning actual, projected or forecasted
franchise sales, profits or earnings If you believe that you have received any information concerning
actual, average, projected or forecasted franchise sales, profits or earnings other than those contained in
the Disclosure Document, please describe those in the space provided below or write * None”

C You further acknowledge that the President of the United States of America has 1ssued
Executive Order 13224 (the “Executive Order”) prohibiting transactions with terrorists and terrorist
orgamzations and that the United States government has adopted, and in the future may adopt, other anti-
terrorism measures (the “Anti-Terrorism Measures”)  The Franchisor therefore requires certain
certifications that the parties with whom 1t deals are not directly involved in terronism  For that reason,
you hereby certify that neither you nor any of your employees, agents or representatives, nor any other
person or entity assoctated with you, 1s

() a person or entity listed 1n the Annex to the Executive Order,

() a person or entity otherwise determined by the Executive Order to have commutted acts of
terrorism or to pose a significant risk of commutting acts of terrorism,

(i)  aperson or entity who assists, sponsors, or supports terrorists or acts of terrorism, or

(v) owned or controlled by terrorists or sponsors of terrorism
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You further covenant that neither you nor any of your employees, agents or representatives, nor
any other person or entity associated with you, will during the term of the Franchise Agreement become a
person or entity described above or otherwise become a target of any Anti-Terrorism Measure

Acknowledged this day of , 20
Sign here 1f you are taking the franchise as an Sign here 1f you are taking the franchise as a
CORPORATION, LIMITED LIABILITY
INDIVIDUAL COMPANY OR PARTNERSHIP
Signature Print Name of Legal Entity
Print Name By
Signature
Signature Print Name
Print Name Title
Signature
Print Name
Signature
Print Name
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ATTACHMENT K TO THE FRANCHISE AGREEMENT

AMERICANS WITH DISABILITIES ACT CERTIFICATION

Loving Cup Franchise Company LLC (‘Franchisor’) and
( Franchisee’ ) are parties to a Franchise Agreement dated for the operation of
a “Loving Cup” Store at (the * Franchised Business™) In accordance
with Article 2 of the Franchise Agreement, Franchisee certifies to Franchisor that to the best of
Franchisee’s knowledge, the Franchised Business and 1ts adjacent areas comply with all applicable
federal, state and local accessibility laws, statutes, codes, rules, regulations and standards, including but
not hmited to the Americans with Disabilities Act Franchisee acknowledges that 1t 1s an independent
contractor and the requirement of this certification by Franchisee does not constitute ownership, control,
leasing or operation of the Franchised Business Franchisee acknowledges that Franchisee has relied on
the information contained 1n this certification Furthermore, Franchisee acknowledge its obligation under
this Franchise Agreement to indemnify Franchisor and the officers, directors, and employees of
Franchisor in connection with any and all claims, losses, costs, expenses, liabilities, compliance costs, and
damages incurred by the indemnified party(ies) as a result of any matters associated with Franchisee’s
comphance with the Americans with Disabilities Act, as well as the costs, including attorneys’ fees,
related to the same

FRANCHISEE

By
Name
Title
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ATTACHMENT L TO THE FRANCHISE AGREEMENT

GUARANTY AND ASSUMPTION OF OBLIGATIONS

THIS GUARANTY AND ASSUMPTION OF OBLIGATIONS 1s given on

by

In consideration of, and as an inducement to, the execution of that certain Franchise Agreement
(the ‘Agreement”) on this date by Loving Cup Franchise Company LLC (“us’, “we”, or “our™), and that
each of the undersigned personally and unconditionally (a) guarantees to us and our successors and
assigns, for the term of the Agreement and afterward as provided in the Agreement, that
(“Franchisee™) will punctually pay and perform each and every undertaking,
agreement and covenant set forth in the Agreement and (b) agrees to be personally bound by, and
personally hable for the breach of, each and every provision in the Agreement, both monetary obligations
and obligations to take or refrain from taking specific actions or to engage or refrain from engaging in
specific activities, including the non-competition, confidentiahty and arbitration requirements

Each of the undersigned consents and agrees that (1) his or her direct and immediate hability
under this Guaranty will be joint and several, (2) he or she will render any payment or performance
required under the Agreement upon demand 1f Franchisee. fails or refuses punctually to do so, (3) this
hability will not be contingent or conditioned upon our pursuit of any remedies against Franchisee or any
other person, and (4) this hability will not be diminished, relieved or otherwise affected by any extension
of time, credit or other indulgence which we may from time to time grant to Franchisee or to any other
person, including, without limitation, the acceptance of any partial payment of performance of the
compromise or release of any claims, none of which will in any way modify or amend this Guaranty,
which will be continuing and irrevocable during the term of the Agreement

Each of the undersigned waives all rights to payments and claims for reimbursement or
subrogation which any of the undersigned may have against Franchisee ansing as a result of the
undersigned’s execution of and performance under this Guaranty \

IN WITNESS WHEREQF, each of the undersigned has affixed his or her signature on the same
day and year as the Agreement was executed

GUARANTOR(S)

Witness Name
Witness Name
Witness Name
Witness Name
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ATTACHMENT M TO THE FRANCHISE AGREEMENT

ADDENDUM TO FRANCHISE AGREEMENT FOR CONVERSION FRANCHISE

THIS ADDENDUM dated this __ day of , 20—___, hereby amends and modifies
the Loving Cup Franchise Agreement dated (the “Franchise Agreement”), by and between
Loving Cup Franchise Company LLC, a Califorma hmited hability company whose principal office 1s
located at 376 Marin Avenue, Mill Valley, Califormia, 94941 (heremnafier “Franchisor2)’), and

,a with a principal address at

(‘ Franchisee *)

The parties hereby amend the Franchise Agreement in accordance with the following, in addition
to the deletions, additions and modifications (which shall control in the event of any ambiguity between
any of them and the terms of the pre-printed form), which appear on the pre-printed form of agreement to
which this Addendum 1s attached In the event of any conflict or ambiguity between the terms of this
Addendum and the Franchise Agreement, the terms of this Addendum shall control

1 Section 22 of the Franchise Agreement titled ‘ Site Selection” shall be amended by
deleting subsection 2 2 1 therefrom and replacing 1t with the following language

“221 You and we agree that we have accepted the location you currently
possess as the Accepted Location for your Store You acknowledge and agree that our
acceptance of a location for the Store ts not a warranty or guaranty, express or implied, that you
will achieve any particular level of success at the location or that your Store will be profitable
Our acceptance of a location for the Store only signifies that the location meets our then-current
mintmum critenia for a Loving Cup Store ™

2 Section 2 6 of the Franchise Agreement titled * Opening Date, Time 1s of the Essence”
shall be amended by stating that you shall open the Store and commence business not later than four (4)
months after the date on which you execute the Franchise Agreement

3 Section 4 | of the Franchise Agreement titled ‘Initial Franchise Fee” shall be amended by
stating that the imitial franchise fee payable upon execution of the Franchise Agreement shall be equal to
seventy-five percent (75%) of our imtial franchise fee for a single unit franchise, or Twenty-Two
Thousand Five Hundred Dollars ($22,500)

4 Section 5 1 of the Franchise Agreement titled “Site Selection Guidehines” shall be deleted
in 1ts entirety and replaced with the following “Intentionally omitted ”

5 Section 5 2 of the Franchise Agreement titled “On-Site Evaluation” shall be deleted n1ts
entirety and replaced with the following * Intentionally omitted ™

6 Section 17 | of the Franchise Agreement titled “Automatic Termination — No Right To
Cure” shall be amended by deleting subsection 17 | 3(b) in 1ts entirety and replacing the text with the
following -“Intentionally omitted ”

[Signatures appear on the next page]
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IN WITNESS WHEREOF the parties hereto have executed this Addendum as of the date first

written above

Witness

Witness

Loving Cup/FA-84+e02
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LOVING CUP FRANCHISE COMPANY LLC

By
Name
Title

FRANCHISEE

By
Name
Title
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Exhibit C to the Loving Cup Franchise Disclosure Document
LIST OF FRANCHISEES

(as of December 31, 20462017)

None



Exhibit D to the Loving Cup Franchise Disclosure Document

FRANCHISEES WHO HAVE LEFT THE SYSTEM

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

(as of December 31, 26+62017)

None
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Exhibit E to the Loving Cup Franchise Disclosure Document

TABLE OF CONTENTS OF CONFIDENTJAL OPERATIONS MANUAL

Total number of pages approximately 100
CHAPTER OVERVIEW

The Loving Cup Story

Vision and Values of Loving Cup

Welcome Letter

Services Provided to the Loving Cup Franchisee
Responsibilities of the Loving Cup Franchisee and Staff
Additional Fees

Visits from the Franchisor

CHAPTER 2 PRE-OPENING PROCEDURES
Introduction

Pre-Opening Checklist

Estabhishment of a Business Form

Site Selection Process

Building Out the Site

Logo and Signage Specifications

List of Required Equipment, Furnishings and Supplies
Inthal Inventory

Contracting with Required Utilities and Service

Obtaining Required Licenses and Permits

Setting Up Bank Accounts and Merchant Services Accounts

Procurning Required Insurance Policies
Meeting Your Tax Obligations

Conducting a Grand Opening-

CHAPTER 3 HUMAN RESOURCES
Introduction

EEOC Guidelines

Laws Regarding Harassment

Immigration Reform/Control Act
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10

10

10

10

11

12

13

13

14



Wage and Labor Laws

Profile of the Ideal Loving Cup Employee
Job Descriptions

Recruiting Employees

Conduching Interviews and Hiring
Traiming Employees

Developing Your Personnel Policies
Schedule and Time-Tracking Procedures
Uniform and Dress Code

Performance Evaluations

Progressive Discipline Procedures

Separation/Termination Procedures

CHAPTER 4 DAILY OPERATING PROCEDURES
Suggested Hours of Operation

Daily Duties

Opening Procedures

Shift-Change Procedures

Closing Procedures

Use of Daily Checklists/Prep Checklist

Customer Service Procedures

Loving Cup Offerings

Sampling Procedures

Serving Procedures

Taking Customer Orders (for Dine-in or Take Out)
Stations

Transacting Sales

Banking Procedures

Prepping Procedures and Recipes
Food/Drink/Product Storage Procedures

Waste Tracking

Retail Procedures

Operating the Equipment

Troubleshooting
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22
22
23
24
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24

25
25
26
26
27
27
28
29
30
30
31

32

35

36
38
38
39
41

41

25

15

15

17

19
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Tool Box List and Machine Drawing
Required Cleaning and Maintenance
Emergency and Safety Procedures

Food Safety Procedures

CHAPTER 5§ MANAGING A LOVING CUP BUSINESS
Managing Personnel

Developing Efficient Schedules
Managing the Customer Expenence
Building Customer Loyalty

Creating the Right Environment
Using Customer Satisfaction Surveys/Mystery Shops
Faciity Maintenance

Inventory Management

Product Ordering Guidelines
Ordering from Approved Suppliers
Changing Approved Suppliers
Product Receiving Procedures
Receiving Frozen ltems
Damaged/Waste

Storing Procedures

Labeling and Rotating Inventory
Tracking inventory

Operational and Financial Reporting
Loss Prevention Techniques
Franchise Reporting Requirements
Royalty Payment

Advertising Contributions

Required Weekly Reports

Financial Statements

CHAPTER 6 MARKETING AND PROMOTION

Promoting Loving Cup in Your Market

Use of Media
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46
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53

55
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59
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63
63

65

66
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In-Store Promotions

Guidelines for Using Loving Cup s Marks
Brand Style Guide

Required Advertising Expenditures
Public Relations/Community Involvement

Obtaining Advertising Approval
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67
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70
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Exhibit F to the Loving Cup Franchise Disclosure Document
MULTI-STATE ADDENDUM
CALIFORNIA APPENDIX

Cahiformia Business and Professions Code Sections 20000 through 20043 provide rights to you
concerming termination, transfer or non-renewal of a franchise If the Franchise Agreement
contatns provisions that are inconsistent with the law, the law will control

The Franchise Agreement provides for termination upon bankruptcy This provision may not be
enforceable under Federal Bankruptcy Law (11 US C A Sec 101 et seq)

The Franchise Agreement contains covenants not to compete which extend beyond the
termination of the agreements These provisions may not be enforceable under Califorma law
Section 31125 of the California Corporation Code requires the franchisor to provide you with a
disclosure document before asking you to agree to a material modification of an existing
franchise

Neither the franchisor, any person or franchise broker in Item 2 of the Disclosure Document is
subject to any currently effective order of any national securities association or national securities
exchange, as defined in the Securtties Exchange Act of 1934, 15U S C A 79a et seq , suspending
or expelling such persons from membership in such association or exchange

You must sign a general release 1f you renew or transfer your franchise California Corporation
Code 31512 voids a waiver of your rights under the Franchise Investment Law (California
Corporations Code 31000 through 31516) Business and Professions Code 20010 voids a waiver
of your rights under the Franchise Relations Act (Business and Professions Code 20000 through
20043)

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

The Franchise Agreement contains a hquidated damages clause Under Cahformia Civil Code
Section 1671, certain hquidated damages clauses are unenforceable

OUR WEBSITE, www lovingcup com, HAS NOT BEEN REVIEWED OR APPROVED
BY THE CALIFORNIA DEPARTMENT OF BUSINESS OVERSIGHT  ANY
COMPLAINTS CONCERNING THE CONTENT OF THIS WEBSITE MAY BE
DIRECTED TO THE CALIFORNIA DEPARTMENT OF BUSINESS OVERSIGHT at
www dbo ca gov

The appropnate sections of the Franchise Agreement are amended to state that the highest interest
rate allowed under California taw 1s 10% per annum
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ADDENDUM REQUIRED BY THE STATE OF ILLINOIS

. Illinots law governs the agreements between the parties to this franchise

Section 4 of the Ilhnots Franchise Disclosure Act provides that any proviston in the
franchise agreement which designates jurisdiction or venue outside of the State of [llinois
1s void However, a franchise agreement may provide for arbitration outside of lllinots

Section 41 of the Illinois Franchise Disclosure Act provides that any condition,
stipulation, or provision purporting to bind any person acquiring any franchise to waive
compliance with the lllinois Franchise Disclosure Act or any other law of Illinots ts void

Your right upon termination and non-renewal of a franchise agreement are set forth n

sections 19 and 20 of the Illinois Franchise Disclosure Act

ADDENDUM REQUIRED BY THE STATE OF INDIANA

1 To be added to Item 3 of the Disclosure Document, 1s the following statement
There are presently no arbitration proceedings to which the Franchisor s a party
2 [tem 17 of the Disclosure Document 1s amended to reflect the requirement under Indiana
Code 23-2-2 7-1 (9), which states that any post term non-compete covenant must not extend beyond the
franchisee’s exclusive territory

3 Item 17 1s amended to state that this 1s subject to Indiana Code 23-2-2 7-1 (10)

4 Under Indiana Code 23-2-2 7-1 (10), jurisdiction and venue must be in Indiana if the
franchisee so requests This amends Article 19 of the Franchise Agreement

5 Under' Indiana Code 23-2-2 7-1 (10), franchisee may not agree to waive any claims or
rights

ADDENDUM REQUIRED BY THE STATE OF MARYLAND

This will serve as the State Addendum for the State of Maryland for Loving Cup Franchise
Company LLC’s Franchise Disclosure Document and for 1ts Franchise Agreement The amendments to
the Franchise Agreement included 1n this addendum have been agreed to by the parties

1 Item 17 of the Disclosure Document 1s amended to state that the general release required
as a condition of renewal, sale and/or assignment/transfer shall not apply to any hability under the
Maryland Franchise Registration and Disclosure Law

2 Item 17 of the Disclosure Document 1s amended to state that a franchisee may bring a
lawsuit in Maryland for claims aristng under the Maryland Franchise Registration and Disclosure Law

3 ltem 17 of the Disclosure Document 1s amended to state that any claims arising under the

Maryland Franchise Registratton and Disclosure Law must be brought within three years after the grant of
the franchise
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4 Item 17 of the Disclosure Document 1s amended to state that the provisions in the
Franchise Agreement which provide for termination upon bankruptcy of the franchisee may not be
enforceable under federal bankruptcy law (11 U S C Section 101 et seq)

5 The appropriate sections of the Franchise Agreement are amended to permit a franchisee
to bring a lawsuit in Maryland for claims ansing under the Maryland Franchise Registration and
Disclosure Law

6 The appropnate sections of the Franchise Agreement are amended to state that any claims
arising under the Maryland Franchise Registration and Disclosure Law must be brought within three years
after the grant of the franchise

7 The appropnate sections of the Franchise Agreement are amended to state that the
general release required as a condition of renewal, sale and/or assignment/ transfer shall not apply to any
hability under the Maryland Franchise Registration and Disclosure Law

8 The Franchise Agreement and Franchisee Disclosure Acknowledgment Statement are
amended to include the following statement ° All representations requiring prospective franchisees to
assent to a release, estoppel or waiver of hability are not intended to nor shall they act as a release,
estoppel or waiver of any hability incurred under the Maryland Franchise Registration and Disclosure
Law”

DISCLOSURE REQUIRED BY THE STATE OF MICHIGAN

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) A prohibition on the night of a franchisee to join an association 6f franchises

W) A requirement that a franchisee assent to a release, assignment, novation, waiver or
estoppel which deprives a franchisee of rights and protections provided in this act 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 its
term except for good cause Good cause shall include the faillure of the franchisee to comply with any
lawful provision of the franchise agreement and to cure such fatlure after being given written notice
thereof and a reasonable opportunity, which 1n no event need be more than thirty (30) days, to cure such
failure

(d) A provision that permits a franchisor to refuse to renew a franchise without fairly
compensating the franchisee by repurchase or other means for the fairr 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
furmshings not reasonably required in the conduct of the franchise business are not subject to
compensation This subsection applies only iIf (1) the term of the franchise 1s less than five (5) years, and
() the franchisee 1s prohibited by the franchise or other agreement from continuing to conduct
substantially the same business under another trademark, service mark, trade name, logotype, advertising
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or other commercial symbol 1n the same area subsequent to the expiration of the franchise or the
franchisee does not receive at least six (6) months’ advance notice of franchisor’s tntent not to renew the
franchise

(e) 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, to conduct
arbitration at a location outside this state

(e A provision which permits a franchisor to refuse to permit a transfer of ownership of a
franchise, except for good cause This subdivision does not prevent a franchisor from exercising a right
of first refusal to purchase the franchise Good cause shall include, but 1s not imited to

(1) Failure of the proposed transferee to meet the franchisor’s then-current
reasonable qualifications or standards

() The fact that the proposed transferee 1s a competitor of the franchisor or
subfranchisor

(1) The unwillingness of the proposed transferee to agree in wniting to comply with
all lawful obligations

(iv)  The failure of the franchisee or proposed transferee to pay any sums owing to the
franchisor or to cure any default tn the franchise agreement existing at the time of the proposed transfer

(h) 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 iIf the franchisee has breached the lawful provisions of the franchise
agreement and has failed to cure the breach in the manner provided in subdivision (c)

O] 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 provision has
been made for providing the required contractual services

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

If the franchisor’s most recent financial statements are unaudited and show a net worth of less
than $100,000, franchisee has the right to request-an escrow arrangement
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Any questions regarding this notice should be directed to

Consumer Protection Division
Attn  Manlyn McEwen

525 W Ottawa Street, 6 Floor
Lansing, Michigan 48933
(517)373-7117

ADDENDUM REQUIRED BY THE STATE OF MINNESOTA

This addendum to the Disclosure Document s agreed to this __ day of ,20_ ,and
effectively amends and revises said Disclosure Document and Franchise Agreement as follows

1 item 13 of the Disclosure Document and Article 9 of the Franchise Agreement are
amended by the addition of the following language to the original language that appears therein

“In accordance with applicable requirements of Minnesota law, Franchisor shall protect
Franchisee’s night to use the trademarks, service marks, trade names, logotypes or other
commerctal symbols and/or shall indemmfy Franchise from any loss, costs or expenses arising
out of any claim, suit or demand regarding such use

2 Item 17 of the Disclosure Document and Articles 3 and 17 of the Franchise Agreement
are amended by the addition of the following language to the original language that appears therein

With respect to franchises governed by Minnesota law, the franchisor will comply with
Minnesota Statutes Sec 80C 14, Subds 3, 4 and 5, which require (except in certain specified
cases) that a franchisee be given 90 days’ notice of termination (with 60 days to cure) and 180
days’ notice for non-renewal of the franchise agreement and that consent to the transfer of the
franchise will not be unreasonably withheld

3 Item 17 of the Disclosure Document and Article 19 of the Franchise Agreement are
amended by the addition of the following language to amend the Goverming Law, Jurisdiction and Venue,
and Choice of Forum sections

“Minn Stat Sec 80C 21 and Rule 2860 4400(J) prohibit the franchisor from requiring litigation
to be conducted outside Minnesota, requiring waiver of a jury tnal, or requiring the franchisee to
consent to liquidated damages, termination penalties or judgment notes In addition, nothing 1n
the Franchise Disclosure Document or agreements can abrogate or reduce any of the franchisee’s
rights as provided for in Minnesota Statutes, Chapter 80C, or franchisee’s nights to any procedure,
forum, or remedies provided for by the laws of the yurisdiction

4 Item 17 of the Disclosure Document and Articles 3 and 14 of the Franchise Agreement
are amended by the addition of the following language to the original language that appears therein

‘Minn Rule 2860 4400D prohibits us from requiring you to assent to a general release ”

5 Any reference to liqumdated damages n the Franchise Agreement 1s hereby deleted n
accordance with Minn Rule 2860 4400J) which prohibits requiring you to consent to liquidated damages
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6 Section 19 10 of the Franchise Agreement 1s hereby deleted in accordance with Minn
Rule 2860 4400) which prohibits waiver of a jury trial

7 Article 19 of the Franchise Agreement regarding Limitations of Claims 1s hereby
amended to comply with Minn Stat §80C 17, Subd 5

8 ltem 6, Insufficient Fund Fees NSF fees are governed by Minnesota Statute 604 113,
which puts a cap of $30 on a NSF check This applies to everyone in Minnesota who accepts checks
except banks

9 Under Minn Rule 2860 440J, the franchisee cannot consent to the franchisor obtaining

injunctive relief The franchisor may seek injunctive relief A court will determine 1f a bond 1s required
The appropriate sections of the Franchise Agreement are hereby amended accordingly

ADDENDUM REQUIRED BY THE DEPARTMENT OF LAW OF THE STATE OF NEW YORK

1 The following information 1s added to the cover page of the Franchise Disclosure
Document

INFORMATION COMPARING FRANCHISORS IS AVAILABLE CALL THE
STATE ADMINISTRATORS LISTED IN EXHIBIT H OR YOUR PUBLIC LIBRARY FOR
SOURCES OF INFORMATION REGISTRATION OF THIS FRANCHISE BY NEW YORK
STATE DOES NOT MEAN THAT NEW YORK STATE RECOMMENDS IT OR HAS
VERIFIED THE INFORMATION IN THIS FRANCHISE DISCLOSURE DOCUMENT IF
YOU LEARN THAT ANYTHING IN THE FRANCHISE DISCLOSURE DOCUMENT IS
UNTRUE, CONTACT THE FEDERAL TRADE COMMISSION AND NEW YORK STATE
DEPARTMENT OF LAW, BUREAU OF INVESTOR PROTECTION AND SECURITIES, 120
BROADWAY, 23RD FLOOR, NEW YORK, NEW YORK 10271 THE FRANCHISOR MAY,
IF IT CHOOSES, NEGOTIATE WITH YOU ABOUT ITEMS COVERED IN THE
FRANCHISE DISCLOSURE DOCUMENT HOWEVER, THE FRANCHISOR CANNOT USE
THE NEGOTIATING PROCESS TO PREVAIL UPON A PROSPECTIVE FRANCHISEE TO
ACCEPT TERMS WHICH ARE LESS FAVORABLE THAN THOSE SET FORTH IN THIS
FRANCHISE DISCLOSURE DOCUMENT

2 The following 1s added at the end of Item 3

Except as provided above, with regard to the franchisor, 1ts predecessor, a person
identified 1n Item 2, or an affiliate offering franchises under the franchisor’s principal trademark

A No such party has an administrative, crimnal or civil action pending against that person
alleging a felony, a violation of a franchise, antitrust, or securities law, fraud,
embezzlement, fraudulent conversion, misappropnation of property, unfair or deceptive
practices, or comparable civil or misdemeanor allegations

B No such party has pending actions, other than routine litigation inctdental to the business,
which are significant in the context of the number of franchisees and the size, nature or
financial condition of the franchise system or its bustness operations

C No such party has been convicted of a felony or pleaded nolo contendere to a felony
charge or, within the 10 year period immediately preceding the application for
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registration, has been convicted of or pleaded nolo contendere to a misdemeanor charge
or has been the subject of a civil action alleging violation of a franchise, antifraud, or
securities law, fraud, embezzlement, fraudulent conversion or misappropriation of
property, or unfair or deceptive practices or comparable allegations

D No such party 1s subject to a currently effective injunctive or restrictive order or decree
relating to the franchise, or under a Federal, State, or Canadian franchise, securtties
antitrust, trade regulation or trade practice law, resulting from a concluded or pending
action or proceeding brought by a public agency, or is subject to any currently effective
order of any national securities association or national secunties exchange, as defined in
the Securities and Exchange Act of 1934, suspending or expelling such person from
membership in such association or exchange, or 1s subject to a currently effective
injunctive or restrictive order relating to any other business activity as a result of an
action brought by a public agency or department, including, without limitation, actions
affecting a license as a real estate broker or sales agent

3 The following 1s added to the end of ltem 4

Neither the franchisor, 1ts affiliate, 1ts predecessor, officers, or general partner during the
10-year period immediately before the date of the offering circular (a) filed as debtor (or had
filed against 1t) a petition to start an action under the U S Bankruptcy Code, (b) obtained a
discharge of 1ts debts under the bankruptcy code, or (c) was a principal officer of a company or a
general partner in a partnership that either filed as a debtor (or had filed against 1t) a petition to
start an action under the U S Bankruptcy Code or that obtained a discharge of 1ts debts under the
US Bankruptcy Code during or within 1 year after that officer or general partner of the
franchuisor held this position in the company or partnership

4 The following 1s added to the end of Item 5

The mitial franchise fee constitutes part of our general operating funds and will be used
as such n our discretion

5 The following 1s added to the end of the ‘Summary” sections of ltem 17(c), titled
‘Requirements for franchisee to renew or extend,’ and Item 17(m), entitled “Conditions for franchisor
approval of transfer”

However, to the extent required by applicable law, all nghts you enjoy and any causes of
action arising 1n your favor from the provisions of Article 33 of the General Business Law of the
State of New York and the regulations 1ssued thereunder shall remain in force, it being the intent
of this proviso that the non-waiver provisions of General Business Law Sections 687 4 and 687 5
be satisfied

6 The following language replaces the “Summary” section of Item 17(d), titled
¢ Termination by franchisee”

You may terminate the agreement on any grounds available by law

7 The following i1s added to the end of the ¢ Summary” section of Item 17()), titled
“Assignment of contract by franchisor”
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However, no assignment will be made except to an assignee who 1n good faith and
judgment of the franchisor, 1s willing and financially able to assume the franchisor’s obligations
under the Franchise Agreement

8 The following 1s added to the end of the “Summary” sections of Item 17(v), titled
‘Choice of forum”, and Item 17(w), titled “Choice of law™

The foregoing choice of law should not be considered a waiver of any right conferred

upon the franchisor or upon the franchisee by Article 33 of the General Business Law of the State
of New York

ADDENDUM REQUIRED BY THE STATE OF NORTH DAKOTA

This addendum to the Disclosure Document and Franchise Agreement effectively amends and
revises said documents as follows

1 Item 17(c) of the Disclosure Document and Articles 3 and 14 of the Franchise Agreement
are hereby amended to indicate that a franchisee shall not be required to sign a general release

2 Covenants not to compete are generally considered unenforceable in the State of North
Dakota, 1n accordance with Section 51-19-09 of the North Dakota Franchise Investment Law Item 17(r)
of the Disclosure Document and Article 10 of the Franchise Agreement are amended accordingly

3 Item 6 and Item 17(1) of the Disclosure Document and Article 18 of the Franchise
Agreement requires the franchisee to consent to termination or liqudated damages  Since the
Commusstoner has determined this to be unfair, unjust and inequitable within the intent of Section 51-19-
09 of the North Dakota Franchise Investment Law, these provisions are hereby deleted in each place they
appear 1n the Disclosure Document and Franchise Agreement used in North Dakota

4 Item 17(u) of the Disclosure Document and Article 19 of the Franchise Agreement are
amended to provide that arbitration shall be held at a site that 1s agreeable to all parties

5 [tem 17(v) of the Disclosure Document and the provisions of Article 19 of the Franchise
Agreement which require jurisdiction of courts i San Francisco County, California are deleted

6 Item 17(w) of the Disclosure Document and Article 19 of the Franchise Agreement are
amended to indicate that the agreements are to be construed according to the laws of the State of North
Dakota

7 Apart from civil hability as set forth in Section 51-19-12 N D C C, which 1s limited to
violations of the North Dakota Franchise Investment Law (registration and fraud), the hability of the
franchisor to a franchisee 1s based largely on contract law Despite the fact that those provisions are not
contatned 1 the franchise investment law, those provisions contain substantive rights intended to be
afforded to North Dakota residents Therefore, North Dakota franchisees will not be required to waive
their rights under North Dakota law

8 The provisions of Article 19 of the Franchise Agreement which require a franchisee to

consent to (1) a waiver of trial by jury and (2) a waiver of exemplary and punitive damages are contrary
to Section 51-19-09 of the North Dakota Franchise Investment Law and are hereby deleted
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9 The provisions of Article 19 of the Franchise Agreement which require a franchisee to
consent to a limitation of claims are hereby amended to state that the statute of limitations under North
Dakota law applies

ADDENDUM REQUIRED BY THE STATE OF RHODE ISLAND

The following amends Item 17 and 1s required to be included within the Disclosure Document
and shall be deemed to supersede the language 1n the Disclosure Document 1tself

Section 19-28 1-14 of the Rhode [sland Franchise Investment Act provides that
¢ A proviston 1n a franchise agreement restricting jurisdiction or venue to a forum outside of this

state or requiring the application of the laws of another state 1s void with respect to a claim
otherwise enforceable under this Act”

ADDENDUM REQUIRED BY THE COMMONWEALTH OF VIRGINIA

In recognition of the restrictions contained tn Section 13 1-564 of the Virginia Retail Franchising
Act, the Franchise Disclosure Document for Loving Cup Franchise Company LLC for use in the
Commonwealth of Virgimia shall be amended as follows

1 Additional Disclosure The following statements are added to Item 17 h

Pursuant to Section 13 1-564 of the Virginia Retail Franchising Act, it 1s unlawful for a franchisor
to cancel a franchise without reasonable cause If any grounds for default or termnation stated 1n
the franchise agreement and development agreement does not constitute ‘ reasonable cause,’ as
that the term may be defined in the Virginia Retail Franchising Act or the laws of Virginia, the
provision may not be enforceable

Pursuant to Section 13 1-564 of the Virginia Retail Franchising Act, 1t 1s unlawful for a franchisor
to use undue influence to induce a franchisee to surrender any right given to him under the
franchise If any provision of the Franchise Agreement nvolves the use of undue influence by
the franchusor to induce a franchisee to surrender any rights given to him under the franchise, that
provision may not be enforceable

ADDENDUM REQUIRED BY THE STATE OF WASHINGTON

The State of Washington has a statute, RCW 19 100 180, which may supersede the Franchise
Agreement 1n your relationship with the Franchisor, including the areas of termination and renewal of
your franchise There may also be court decisions which may supersede the Franchise Agreement in your
relationship with the Franchisor, including the areas of termination and renewal of your franchise

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

In the event of a conflict of laws, the provisions of the Washington Franchise Investment
Protection Act, Chapter 19 100 RCW shall prevail
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A release or waiver of rights executed by a franchisee shall not include nights under the
Washington Franchise Investment Protection Act, except when executed pursuant to a negotiated
settlement after the agreement 1s in effect and where the parties are represented by independent counsel
Provisions such as those which unreasonably restrict or limit the statute of limitations period for claims
under the Act or nghts or remedies under the Act, such as a right to a jury trial, may not be enforceable

Transfer fees are collectable to the extent that they reflect the Franchisor’s reasonable estimated
or actual costs n effecting a transfer

IN WITNESS WHEREOF, the parties hereto have duly executed, sealed and delivered this

Addendum dated this day of ,20
ATTEST LOVING CUP FRANCHISE COMPANY LLC
By
Witness Name
Title
FRANCHISEE
By
Witness Name
Title
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Exhibit G to the Loving Cup Franchise Disclosure Document

FRANCHISEE DISCLOSURE ACKNOWLEDGMENT STATEMENT

As you know, Loving Cup Franchise Company LLC (the ‘Franchisor™) and you are preparing to
enter into a franchise agreement (the “Franchise Agreement”) for the establishment and operation of a
Loving Cup Store (the ‘Franchised Business”) The purpose of this Questionnaire i1s to determine
whether any statements or promises were made to you by employees or authonized representatives of the
Franchisor or by employees or authorized representatives of a broker acting on behalf of the Franchisor
{ Broher”) that have not been authorized, or that were not disclosed in the Disclosure Document or that
may be untrue, maccurate or misleading The Franchisor, through the use of this document, desires to
ascertain (a) that the undersigned, individually and as a representative of any legal entity established to
acquire the franchise nghts, fully understands and comprehends that the purchase of a franchise 1s a
business decision, complete with 1ts associated nisks, and (b) that you are not relying upon any oral
statement, representations, promises or assurances during the negotiations for the purchase of the
franchise which have not been authorized by Franchisor

In the event that you are intending to purchase an existing Franchised Business from an existing
Franchisee, you may have received informatton from the transferring Franchisee, who ts not an employee
or representative of the Franchisor The questions below do not apply to any communications that you
had with the transferring Franchisee Please review each of the following questions and statements
carefully and provide honest and complete responses to each

1 Are you seeking to enter into the Franchise Agreement in connection with a purchase or
transfer of an existing Franchised Business from an existing Franchisee?

Yes No

2 1 had my first face-to-face meeting with a Franchisor representative on
,20

3 Have you received and personally reviewed the Franchise Agreement, each addendum,

and/or related agreement provided to you?

Yes No
4 Do you understand all of the information contained 1n the Franchise Agreement each
addendum, and/or related agreement provided to you?

N

Yes No

If no, what parts of the Franchise Agreement, any Addendum, and/or related agreement do you
not understand? (Attach additional pages, if necessary )
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5 Have you received and personally reviewed the Franchisor’s Disclosure Document that
was provided to you?

Yes No_

6 Did you sign a receipt for the Disclosure Document indicating the date you received 1t?
Yes No_

7 Do you understand all of the information contained in the Disclosure Document and any

state-specific Addendum to the Disclosure Document?

Yes No

If No, what parts of the Disclosure Document and/or Addendum do you not understand? (Attach
additional pages, 1f necessary )

8 Have you discussed the benefits and risks of establishing and operating a Franchised
Business with an attorney, accountant, or other professional advisor?

Yes No

If No, do you wish to have more time to do so?

Yes No

9 Do you understand that the success or failure of your Franchised Business will depend in
large part upon your skills and abilities, competition from other businesses, interest rates, inflation, labor
and supply costs, location, lease terms, your management capabilities and other economic, and business
factors?

Yes No

10 Has any employee of a Broker or other person speaking on behalf of the Franchisor made
any statement or promise concerning the actual or potential revenues, profits or operating costs of any
particular Franchised Business operated by the Franchisor or its franchisees (or of any group of such
businesses), that 15 contrary to or different from the information contained in the Disclosure Document?

Yes No

11 Has any employee of a Broker or other person speaking on behalf of the Franchisor made
any statement or promise regarding the amount of money you may earn 1n operating the franchised
business that is contrary to or different from the information contained in the Disclosure Document?
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Yes No

12 Has any employee of a Broker'or other person speaking on behalf of the Franchisor made
any statement or promise concerning the total amount of revenue the Franchised Business will generate,
that 1s contrary to or different from the information contained in the Disclosure Document?

Yes No

13 Has any employee of a Broker or other person speaking on behalf of the Franchisor made
any statement or promise regarding the costs you may incur in operating the Franchised Business that is
contrary to or different from the information contained in the Disclosure Document?

Yes No

14 Has any' employee of a Broker or other person speaking on behalf of the Franchisor made
any statement or prorse concerning the likelthood of success that you should or might expect to achieve
from operating a Franchised Business?

Yes No

15 Has any employee of a Broker or other person speaking on behalf of the Franchisor made
any statement, promise or agreement concerning the advertising, marketing, training, support service or
assistance that the Franchisor will furnish to you that 1s contrary to, or different from, the information
contained 1n the Disclosure Document or franchise agreement?

Yes No

16 Have you entered into any binding agreement with the Franchisor concerning the
purchase of this franchise prior to today?

Yes No

17 Have you paid any money to the Franchisor concerning the purchase of this franchise
prior to today?

Yes No

18 Have you spoken to any other franchisee(s) of this system before deciding to purchase
this franchise? If so, who?

If you have answered No to question 9, or Yes to any one of questions 10-17, please provide a
full explanation of each answer in the following blank lines (Attach additional pages, 1f necessary, and
refer to them below ) If you have answered Yes to question 9, and No to each of questions 10-17, please
leave the following lines blank

Loving Cup/FDD-02¢03 3



| signed the Franchise Agreement and Addendum (if any) on , 20, and
acknowledge that no Agreement or Addendum 1s effective until signed and dated by the Franchisor

Please understand that your responses to these questions are important to us and that we will rely
on them By signing this Questionnaire, you are representing that you have responded truthfully to the
above questions In addrtion, by signing this Questionnaire, you also acknowledge that

A You recognize and understand that business risks, which exist in connection with the
purchase of any business, make the success or failure of the franchise subject to many vanables, including
among other things, your skills and abilities, the hours worked by you, competition, interest rates, the
economy, Inflation, franchise location, operation costs, lease terms and costs and the marketplace You
hereby acknowledge your awareness of and willingness to undertake these business risks

B You agree and state that the decision to enter into this business risk 1s 1n no manner
predicated upon any oral representation, assurances, warranties, guarantees or promises made by
Franchisor or any of its officers, employees or agents (including the Broker or any other broker) as to the
likelihood of success of the franchise  Except as contained in the Disclosure Document, you
achnowledge that you have not received any information from the Franchisor or any of its officers,
employees or agents (including the Broker or any other broker) concerning actual, projected or forecasted
franchise sales, profits or earnings If you believe that you have received any information concerning
actual, average, projected or forecasted franchise sales, profits or earnings other than those contained in
the Disclosure Document, please describe those in the space provided below or write “None”

C You further acknowledge that the President of the United States of America has issued
Executive Order 13224 (the  Executive Order”) prohibiting transactions with terrorists and terrorist
organizations and that the United States government has adopted, and in the future may adopt, other anti-
terrorism measures (the °Anti-Terrorism Measures”)  The Franchisor therefore requires certain
certifications that the parties with whom 1t deals are not directly involved in terrorism  For that reason,
you hereby certify that neither you nor any of your employees, agents or representatives, nor any other
person or entity associated with you, 1s

) a person or entity listed in the Annex to the Executive Order,

(1) a person or entity otherwise determined by the Executive Order to have committed acts of
terrorism or to pose a significant risk of committing acts of terrorism,

(m1)  aperson or entity who assists, sponsors, or supports terrorists or acts of terrorism, or
(1v) owned or controlled by terrorists or sponsors of terrorism .
You further covenant that neither you nor any of your employees, agents or representatives, nor

any other person or entity associated with you, will during the term of the Franchise Agreement become a
person or entity described above or otherwise become a target of any Anti-Terrorism Measure

Acknowledged this day of , 20
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Sign here 1f you are taking the franchise as an

INDIVIDUAL

Signature

Print Name

Signature

Print Name

Signature

Print Name

Signature

Print Name

Loving Cup/FDD-62¢03

Sign here 1f you are taking the franchise as a
CORPORATION, LIMITED LIABILITY
COMPANY OR PARTNERSHIP

Print Name of Legal Entity

By

Signature
Print Name
Title




Exhibit H to the Loving Cup Franchise Disclosure Document

STATE ADMINISTRATORS/AGENTS FOR SERVICE OF PROCESS

Listed here are the names, addresses and telephone numbers of the state agencies having
responstbility for franchising disclosure/registration laws and for service of process We may not yet be
registered to sell franchises in any or all of these states

If a state 1s not listed, Loving Cup Franchise Company LLC has not appotnted an agent for
service of process in that state in connection with the requirements of franchise laws There may be states
in addition to those listed below 1in which Loving Cup Franchise Company LLC has appointed an agent

for service of process

There may also be additional agents appointed in some of the states histed

CALIFORNIA

Department of Business Oversight

320 West 4th Street, Suite 750

Los Angeles, CA 90013

(213) 576-7500 Toll Free (866) 275-2677
Agent Califormia Commissioner of Business
Oversight

1515 K Street, Suite 200
Sacramento, CA 95814
(916) 445-7205

1350 Front Street
San Diego, CA 92101
(619) 525-4233

1 Sansome Street, Suite 600
San Francisco, CA 94104
(415)972-85359

CONNECTICUT

State of Connecticut

Department of Banking

Securities & Business Investments Division
260 Constitution Plaza

Hartford, CT 06103-1800

(860) 240-8230

Agent Banking Commuissioner

HAWAI
(state administrator)

Business Registration Division

Department of Commerce and Consumer Affairs
335 Merchant Street, Room 203

Honolulu, Hawau 96813

(808) 586-2722

(agent for service of process)

Commissioner of Securities
State of Hawan

335 Merchant Street
Honolulu, Hawan 96813
(808) 586-2722

ILLINOIS

The Attorney General

Office of the Attorney General
500 South Second Street
Springfield Illinois 62706
(217) 782-4465
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INDIANA
(state administrator)

Indiana Secretary of State
Securities Division E-111
302 Washington Street
Indianapolis Indiana 46204
(317) 232-6681

(agent for service of process)
Indiana Secretary of State
201 State House

200 West Washington Street
Indianapolis, Indiana 46204
(317) 232-6531

MARYLAND
(state administrator)

Office of the Attorney General
Securities Division

200 St Paul Place

Baltimore, Maryland 21202-2021
(410) 576-6360

(for service of process)

Maryland Securities Commissioner
200 St Paul Place

Baltimore, Maryland 21202-2021
(410) 576-6360

MICHIGAN
(state administrator)

Consumer Protection Division

Antitrust and Franchise Unit

Michigan Department of Attorney General
525 W Ottawa Street, 6™ Floor

Lansing, Michigan 48933

517)373-7117

(for service of process)

Corporations Division

Bureau of Commercial Services
Department of Labor and Economic Growth
P O Box 30054

Lansing, Michigan 48909

MINNESOTA
(state admunistrator)

Minnesota Department of Commerce
85 7* Place East, Suite 280

St Paul, Minnesota 55101-2198
(651) 539-1600

(for service of process)
Minnesota Commisstoner of Commerce

NEW YORK

(Administrator)

Office of the New York State Attorney General
Investor Protection Bureau, Franchise Section
120 Broadway, 23" Floor

New York, New York 10271-0332

(212) 416-8236 Phone

(212) 416-6042 Fax

(Agent for service of process)
Attentton NY Secretary of State
New York Department of State
One Commerce Plaza

99 Washington Avenue, 6™ Floor
Albany, New York 12231-0001
(518) 473-2492

NORTH DAKOTA

North Dakota Securities Department
State Capitol, Fifth Floor, Dept 414
600 East Boulevard Avenue
Bismarck, North Dakota 58505
(701) 328-4712
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OREGON

Department of Consumer and Business Services
Division of Finance and Corporate Securities
Labor and Industries Building

Salem, Oregon 97310

(503) 378-4387

Agent Director of the Department of Consumer
and Business Services

RHODE ISLAND

Division of Securities

Rhode Island Dept of Business Regulation
John O Pastore Complex — Bldg 69-1
1511 Pontiac Avenue (

Cranston, RI 02920

(401) 462-9500

SOUTH DAKOTA

Division of Insurance

Securities

Department-of-Laber-& Regulation
124 S Euclid Avenue, Suite 104
Pierre, South Dakota 57501-3168
(605) 773-48233563

VIRGINIA

State Corporation Commission

Division of Securities and Retail Franchising
1300 East Main Street, 9th Floor

Richmond, Virgtnmia 23219

(804) 371-9051

(for service of process)

Clerk of the State Corporation Commussion
1300 East Main Street, 1 Floor
Richmond, Virginia 23219

(804) 371-9733

WASHINGTON
(state administrator)

Department of Financial Institutions
Securities Division

150 Israel Road S W

Tumwater, Washington 98501

(360) 902-8760

(for service of process)

Director, Department of Financial Institutions
Securities Division

150 Israel Road S W

Tumwater, Washington 98501

WISCONSIN
(state administrator)

Drvision of Securities

Department of Financial Institutions
201 W Washington Ave , 3" Floor
Madison, Wisconsin 53703

(608) 266-1064

(for service of process)
Admimstrator, Division of Securities
Department of Financial Institutions
201 W Washington Ave , 3" Floor
Madison, Wisconsin 53703
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Exhibit I to the Loving Cup Franchise Disclosure Document
FORM OF GENERAL RELEASE

THIS AGREEMENT ( Agreement”) 1s made and entered into this _ day of
20___ by and between Loving Cup Franchise Company LLC, a Califorma himited hability company
havmg 1ts principal place of business located at 376 Marin Avenue, Mill Valley, California, 94941 (the
“Franchisor”), and , a with a prnincipal address at
(heremnafter referred to as “Releasor’), wherein the parties hereto, 1n
exchange for good and valuable consideration, the sufficiency and receipt of which 1s hereby
acknowledged, and 1n reliance upon the representations, warranties, and comments heretn are set forth, do
agree as follows

1 Release by Releasor

Releasor does for itself, 1ts successors and assigns, hereby release and forever discharge
generally the Franchisor and any affiliate, wholly owned or controlled corporation, subsidiary, successor
or assign thereof and any shareholder, officer, director, employee, or agent of any of them, from any and
all claims, demands, damages, 1njuries, agreements and contracts, indebtedness, accounts of every kind or
nature, whether presently known or unknown, suspected or unsuspected, disclosed or undisclosed, actual
or potential, which Releasor may now have, or may hereafter claim to have or to have acquired against
them of whatever source or origin, arising out of or related to any and all transactions of any kind or
character at any time prior to and including the date hereof, including generally any and all claims at law
or 1n equity, those arising under the common law or state or federal statutes rules or regulations such as,
by way of example only, franchising, securities and anti-trust statutes, rules or regulations, in any way
arising out of or connected with the Agreement, and further promises never from this day forward,
directly or indirectly, to institute, prosecute, commence, join in, or generally attempt to assert or maintain
any action thereon against the Franchisor, any affiliate, successor, assign, parent corporation, subsidiary,
director, officer, shareholder, employee, agent, executor, administrator, estate, trustee or heir, in any court
or tribunal of the United States of America, any state thereof, or any other jurisdiction for any matter or
claim ansing before execution of this Agreement In the event Releasor breaches any of the promises
covenants, or undertakings made herein by any act or omission, Releasor shall pay, by way of
indemnification, all costs and expenses of the Franchisor caused by the act or omission, including
reasonable attorneys’ fees

2 Releasor hereto represents and warrants that no portion of any claim, right, demand,
obligation, debt, guarantee or cause of action released hereby has been assigned or transferred by
Releasor party to any other party, firm or entity 1n any manner including, but not limited to, assignment or
transfer by subrogation or by operation of law In the event that any claim, demand or sutt shall be made
or Institute against any released party because of any such purported assignment, transfer or subrogation,
the assigning or transferring party agrees to indemnify and hold such released party free and harmless
from and against any such claim, demand or suit, including reasonable costs and attorneys’ fees incurred
in connection therewith It is further agreed that this indemnification and hold harmless agreement shall
not require payment to such claimant as a condition precedent to recovery under this paragraph '

3 Each party acknowledges and warrants that his, her or 1ts execution of this Agreement 1s
free and voluntary

4 Califormia law shall govern the validity and interpretatton of this Agreement, as well as

the performance due thereunder This Agreement 1s binding upon and inures to the benefit of the
respective assigns, successors, heirs and legal representatives of the parties hereto
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5 In the event that any action 1s filed to interpret any provision of this Agreement, or to
enforce any of the terms thereof, the prevailing party shall be entitled to its reasonable attorneys’ fees and
costs incurred therein, and said action must be filed in the State of California

6 This Agreement may be signed 1n counterparts, each of which shall be binding against
the party executing it and considered as the original

IN WITNESS WHEREOF, the parties hereto, intending to be legally bound hereby, have
executed this agreement effective as of the date first above

Witness RELEASOR

(Name)

LOVING CUP FRANCHISE COMPANY LLC

By
Witness Name
Title
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RECEIPT

(KEEP THIS COPY FOR YOUR RECORDS)
[
This disclosure document summarizes certain provisions of the franchise agreement and other
information 1n plain language Read this disclosure document and all agreements carefully

If Loving Cup Franchise Company LLC offers you a franchise, 1t must provide this disclosure
document to you 14 calendar days before you sign a binding agreement with, or make a payment to the
franchisor or an Affiliate 1n connection with the proposed franchise sale New York andRhede-Island
reguirerequires that we give you this disclosure document at the earlier of the first personal meeting or 10
business days before the execution of the franchise or other agreement or the payment of any
consideration that relates to the franchise relationship Michigan ard-Oregen-requrerequires that we give
you this disclosure document at least 10 business days before the execution of any binding franchise or
other agreement or the payment of any consideration, whichever occurs first

If Loving Cup Franchise Company LLC does not deliver this disclosure document on time or 1f 1t
contains a false or misleading statement, or a material omission, a violation of federal law and state law
may have occurred and should be reported to the Federal Trade Commission, Washington, DC, 20580,
and the appropnate state agency listed on Eximbit H

The franchisor 1s Loving Cup Franchise Company LLC, located at 376 Marin Avenue, Mill
Valley, California 94941 lts telephone number 1s (415)-795-1549

Issuance date March 8, 2018

The name, principal business address and telephone number of the franchise seller for this
offering 15 Elizabeth Fiedler, 376 Marin Avenue, Mill Valley, CA, 94941, 415-795-1549
Desraeli Fiedler, 376 Marin Avenue, Mill Valley, CA 94941, 415-795-1549
Nicolas Bernadi. 2325 Pine Street, San Francisco, CA, 94115, 650-283-8548
Jennifer Hand, PO Box 641631, San Francisco, CA, 94164, 415-735-4275

Loving Cup Franchise Company LLC authorizes the agents listed in Exhibit H to receive service
of process for 1t

I have received a disclosure document dated September+5:2047March 8, 2018, that included the
following Exhibits
A — Financial Statements F — Multi-State Addendum
B — Franchise Agreement G - Franchisee Disclosure Acknowledgment
Statement
C — List of Franchisees H - List of State Administrators/Agents for Service
of Process
D — Franchisees Who Have Left the System I — Form of General Release
E — Table of Contents of Confidential Operations
Manual
Date
(Do not leave blank) Signature of Prospective Franchisee
Print Name

You may return the signed receipt either by signing, dating and mailing 1t to Loving Cup Franchise
Company LLC at 376 Marin Avenue, Mill Valley, Cahifornia, 94941, or by e-mathrgemailing a scanned
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copy of the signed and dated receipt to Loving Cup Franchise Company LLC at
info@lovingcupfranchise com
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RECEIPT
(RETURN THIS COPY TO US)

Thus disclosure document summarizes certain provisions of the franchise agreement and other
information in plain language Read this disclosure document and all agreements carefully

If Loving Cup Franchise Company LLC offers you a franchise, 1t must provide this disclosure
document to you 14 calendar days before you sign a binding agreement with, or make a payment to, the
franchisor or an Affiliate 1n connection with the proposed franchise sale New York and-Rhode-lIsland
requirerequires that we give you this disclosure document at the earlier of the first personal meeting or 10
business days before the execution of the franchise or other agreement or the payment of any
consideration that relates to the franchise relationship Michigan and-Oregenrequtrerequires that we give
you this disclosure document at least 10 business days before the execution of any binding franchise or
other agreement or the payment of any constderation, whichever occurs first

If Loving Cup Franchise Company LLC does not deliver this disclosure document on time or 1f 1t
contains a false or misleading statement, or a material omission, a violation of federal law and state law
may have occurred and should be reported to the Federal Trade Commuission, Washington, DC, 20580,
and the appropriate state agency listed on Exhibit H

The franchisor 1s Loving Cup Franchise Company LLC, located at 376 Marin Avenue, Mill
Valley, Cahfornta, 94941 Its telephone number 1s (415)-795-1549

Issuance date March 8, 2018

The name, principal business address and telephone number of the franchise seller for this
offering 1s Elizabeth Fiedier 376 Marin Avenue Mill Valley, CA, 94941, 415-795-1549
Desrael1 Fiedler. 376 Marin Avenue, Mill Valley, CA, 94941 415-795-1549
Nicolas Bernadi, 2325 Pine Street, San Francisco, CA, 94115, 650-283-8548
Jennifer Hand, PO Box 641631, San Francisco, CA, 94164, 415-735-4275

Loving Cup Franchise Company LLC authorizes the agents listed in Exhibit H to receive service
of process for 1t

I have received a disclosure document dated September152047March 8, 2018, that included the
following Exhibits

A — Financial Statements F — Multi-State Addendum

B — Franchise Agreement G — Franchisee Disclosure Acknowledgment
Statement

C - List of Franchisees H — List of State Administrators/Agents for Service
of Process

D — Franchisees Who Have Left the System I — Form of General Release

E — Table of Contents of Confidential Operations

Manual

Date

(Do not leave blank) Signature of Prospective Franchisee
Print Name

You may return the signed receipt either by signing, dating and mailing 1t to Loving Cup Franchise
Company LLC at 376 Marin Avenue, Mill Valley, Califorma, 94941, or by e-mathnrgemailing a scanned
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copy of the signed and dated
info@lovingcupfranchise com
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receipt

to Loving Cup Franchise

Company LLC at



