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The franGhise offered is for- a pizza ^id pasta restaurant which offers both sit-down and take-out 
serwee and may includei delivery sefyice. We offer two firtoehise programs:

1. A siiigle Pizza Factory restaurant. The total investrnent necessary to begin operation of a 
Pizza Factbry ff^chise will range from |372;000 - $562j000., This estirnate includes: the initial 
payrneht of $30j00G) to Pizza'Factory.

2. Multiple Pizza Factory restaurants within a defined area pursuant to an Area Development 
Agreement. There is an initial development fee: of one’ half of the. total Initial Franchise Fees 
payable for. all restaurants' to be developed \inder the Area Development Agreement (excluding the 
first Pizza Factory’ restaurant), plus. $30,000 representing the initial franchise fee for .your first 
Franchise Agreement: You will pay an initial franchise fee of |30i000 for the first restaurant 
However, we will credit the development fee ag^st the initial fi?anchise fees (at the rate of $1'2,50G 
per Franchise: Agreement for the second through fourth Pizza Factory restaurants and die rate of 
llOiOOO per Franchise Agreement for the fifth.artd s.ubsequenc Pizza Factory restaurants),,

This' disclosure document surnrnarizes certain provisions of your franchise agreement and. other' 
information iii plain English. Read this disclosure document and aU accompanying agreemenfs 
carefully. You must receive tliis disclosure document ,at least 14 calendar-days before you sign a 
bihding agreenient with. Or make any payment to, the fcanchisOr or an affiliate, in Gonnection with 
the proposed franchise sale. Note, hovyever, that no goveriiinental agency has verified the 
ihformatibn contained in this dOeurnenfe

The terms of yOur contract wOl govern yOur franchise relationship. Don’t rely on the disclosure 
documerit alone to understand your contract. Read all of your contract carefully. Show your 
contract and this disclosure document to an ad-visor, like-an attorney or, an accountant.

Buying a franchise is a complex investment: The information in this disclosure document can help 
you make up your mind., More information on franchising,, such as “A Consumer’s Guide to Buying a 
Franchise ” which can help you understand how to use this disciosure document, is available from the;
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Federal Trade Gommission. You can contact the FTC at 1-877-FTC-HELP or by writing, to the 
FTC at hOO Eennsyivania Avenue, NW, Washington, ,D;C. 20580. You can also visit the FTC’s 
home page at www.ftc.gov for additional inforniation. Gail your state agency or visit your pubUe 
libr^ for other sources of informatign on fr^chising.

There may also be law^S; on franchising,in. yOur' states Ask your state agencies' about them.

Issuance date: April IQ, 2018.
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STATE COVER PAGE

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

Cadi the state franchise administrator listed in Ediibit H for informatidn about: the Franchisor, or 
about franchising in your state.

MANY FRANCHISE AGREEMENTS DO NOT ALLOW YOU TO RENEW 
UNCONDITIONALLY AFTER THE INITIAL TERM. 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 foUowtng RISK FACTORS befbre you buy this Franchise;

1. THE franchise AGREEMENT PERMITS THE FRANCHISEE TO SUE ONLY IN 
MADERA COUNTY, CALIFORNIA. LITIGATING IN MADERA COUNTY MAY 
FORCE YOU TO ACCEPT A lESS FAVORABLE SETITEMENT FOR, DISPUTES. 
IT MAY ALSO COST MORE TO SUE IN MADERA COUNTY THAN. IN YOUR 
HOME COUNTY.

2. THE AREA DEVELOPMENT AGREEMENT PERMITS THE DEVELOPER TO 
ARBITRATE ONLY IN THE COUNTY IN WHICH THE COMPANY’S 
HEADQUARTERS IS LOCATED. THIS MAY FORCE YOU TO ACCEPT A LESS 
FAVORABLE SETTLEMENT FOR DISPUTES. IT MAY ALSO COST MORE TO 
ARBITRATE IN A COUNTY OTHER THAN YOUR HOME COUNTY.

3. TO OPERATE A PIZZA FACTORY FRANCHISE RESTAURANT YOU MUST BE 
UCENSED TO SELL BEER AND WINE. IF YOU DO NOT MEET THE 
LICENSING REQUIREMENTS, YOU WILL NOT BE.ABLE TO OPERATE A PIZZA 
FACTORY FRANCHISE WHICH COULD RESULT IN A TOTAL LOSS OF YOUR 
INVESTMENT.

4. THERE MAY BE OTHER RISKS CONCERNING THIS FRANCHISE.

We use the .services: of one or more FRANCHISE BROKERS or referral sources to assist us in
selling our- franchise. A franchise broker or referral source is our agent and represents us, not you.
We pay this person a fee for selling our franchise or referring you to us. You should be sure to do
your own investigation of the. franchise.
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STATE EFFECTIVE DATES

The following states require that the FraneMse' Disclosure Docuinent be: registered or filed with foe 
States or be exempt frorn regj^Stration: California, Hawaii, .Ulinois, Indiana, Maryland,. Michigans 
Minnesota, New Yorks North Dakota, Rhode, Isl^d, .Sbuth, Dakota, Virginia, Washington ^d 
Wisconsin..

This franchifo is registered, on file or exempt from registration in foe following states, having 
franchise registration and disclosure laws, with the following effective dates:

California New York Not Registered
Hawaii NorfoDakota Not Registered
Mnois NbtiRegistered Rhode Island Not Registered,
fodiana NOf.Registered South Dakota: Not Registered,
.Maryland Not Registered Virginia Not Registered
Michigan. Not.Registered Washington
.Minnesota Not Registered Wisconsin Not Registered

In, all foe other states, foe effective date of this disclosure document is foe issti^ee date of April IQs 
2018:
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ITEM 1
THE FRANCHISOR AP^ ANY PARENT, PREDECESSORS AND AFFILIATES:

To simpli^ the Slanguage in this Disclosure Document, “we”, “us” or “Pizza,Factory” means 
Pizza Factory, Inc.,;fhe Franchisor. “You” means the person,, corporation, partnership, or other 
entity who/which buys; the’fi-anchise. Pizza’Factoi^ is a California corporation that was incorporated 
on June 3, 1982. Pizza Factory does business in California as“Pizza Factory, Inc.” Pizza Factory’s 
principal business is located at 49430 Road 426, Suite D,, P;0. Box 989, Oaikhurst, California, 93644. 
Pizza Factory is affiliated vsith FV Pizza Factory, LLC a California limited liability company currently 
doing business as Pizza Factory - French V^ey in Winchester, C^fornia; Anza PF, LLC, a 
California limited liability company doing business as Anza Pizza Factory, and widi Big Foot 
Partners, LLC, a California limited liability cbnspany doing; business as WiUow Creek Pizza Factory. 
FV Pizza Factory, LLC’s principal place of business is: located at 306,76 Benton Road, Winchester, 
California, 92596. Big Foot Partners’ principal place of business is: located at 1601 Triangle Drive, 
Ridgecrest, California, 93555. Anza PF, LLC’s principal place of business is located at 56030 
Hiighway 371, Unit 9, Anza, California 92539. No business organization or entity controls Pizza 
Factory and PizzaFactory has no predecessors or parents.

Pizza Factory’s agents for service of process are. set: out in Exhibit ,H of this Disclosure 
Document.

Pizza Factory’s business is the development, sale and support of franchises which are in the 
form of pizza restaurants known as Pizza Factory, and is* not invoiyed in any other type of business 
activity. Currently, Pizza Factory >also owns and operates one Pizza Factory restaurant in Show Low, 
Arizona., Pizza Factory restaurants serve pizza, pasta, sandwiehes, soft drinks, wine, ^d beer; .A 
Pizza Factory restaurant is a dine-in, take-out, delivery facility.. Beer arid wine ^e sold at ^ Pizza 
Eactory restaurants,;

You will compete with other businesses and restaurants serving prepared foods including 
other businesses which sell food iteins,. The restaurant business generally is ihighly corhpetitive and is 
affected by variations in the preferences of the public, population and traffic trends and patterns, 
and local and national economic conditions, many of which are beyond the control of either Pizza 
Factory or the franchisee.

If you participate in our Area Development Program, we assign a defined area within which 
you :must' develop and operate a specified number of Pizza Factory restaurants within a specified 
period of time: The development area may be one city, one or more counties, one or more states, or 
some: other defined geographic area. You will S^ an Area Development Agreement :(Exhibit E) 
which will describe your development area ^d your development schedule and other obligations. 
For each. Pizza Factory restaurant you open pvtrsuant to the Area Development Agreerhent, 
prornpdy after our- approyal of the rite for the Pizza Factory restaurant, you will sign a separate 
Fraiichise Agreement on the then current form used by us at the time, except to the extent 
otherwise provided in your Area.Deveropmetit Agreernerit.

You must comply with naany state and local regulations regarding the constmction and 
operation of yo.ur Pizza Factory restaurant. All Pizza Factory restaurants are required to comply with 
federal, state land, local laws applicable to the operatibn and licensing of a prepared food service: 
restaurant, including approvals by local and state health agencies. It is important that: yOu become 
aware of such local and state regulations and consider such prior to purchasing a franchise.
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You must obtain a license to sell beer and wine for consumption on site before yOu open a 
Pizza Factory restaurant and imless you are able to obtain such a Ucense, you may not operate a 
Pizza Factory restaurant. The. availability, procedures and cost to obtain such a license vary greatly 
depending, upon the- location of ydut Pizza Factory restaurant Further, slate and ,loc4 laws 
governing the sale of alcohol, vary greatly including possible liability Msing from or related to the 
sale and consumption of alcohol.

There may be numerous other laws that affect the operation of a commerdal restaurant 
including federal, state, and local agencies, governing food preparation, service, and sanitaty 
conditions, employee’s safety, regulations and restrictions, and other agencies or laws which may 
govern and regulate the emissions of ozone,, carbon monoxide and other particular matters, or 
otherwise regulate air quality inside or around the perimeter of a business, such as limitations on the 
use of tobateo products.

pizza, Factory has conducted a. business of the type to be operated by you by regularly 
operating On a temporary basis one or tnore eompany-owned Pizza Factory resta.urants., putiher, the 
ptincipal officers and shareholders of pizza Factory have been in the business of operating pizza.and 
pasta restaurants since l'990j including Pizza Factory restaurants previously operated by the. 
principals, in Teineeula, Galiforriia by Redhawk Pizza^ IXC, and three Pizza Factory restaurants 
currently operated by 'FV Pizza Factory^ LLC, a, 'California lirnited liability corripany (Winchesteri 
Cahfomia), Big Foot Partners, LLC, a California limited liability company (Willow Creek, CA), and 
Anza, PF, LLC, a California limited Lability company, (Anza, CA);, Neither Big Foot Partners^ LLC, 
FV Pizza Factory, LLC nor Anza PF, LLC, nor the principals of those compaiues, have offered or, 
operated any business offering franchises and the only business any has ever conducted is operating 
Pizza Factory franchi'se restaurants.

Pizza Factory has offered franchises, for Pizza Factory restaurants since! l985. Pizza Factory 
has never offered franchises in any other line, of business and Pizza Factory has no predecessors.. 
Pizza Factory is not involved in any other line' of business other than selling Pizza Factory 
franchifos. operating a few cotupany-owned Pizza Factory restaurants and assisting owners of Pizza 
Factory franchises.

ITEM 2
BUSINESS EXPERIENCE

President - Mary Jane. Riva

Ms. Riva has Served as our President since September 2012; Prior to that, she was. the Managing 
mernber of Redhatvk Pizza, LLC, which owns ^d operates Temecula Pizza Factory in Temecula, 
Califotnia, from 2000 to ,201-4. She has alfo served as; a Managing Member of Big Foot Partners, 
LLC, in Ridgecrest, California, since March 20.14; a Managing member of FV Pizza Factory, LLC, in 
Winchester, California, since 2006; and a Managing Member of Anza PF, LLC, in Anza, California, 
since December 2016.

Secretary and Treasurer — Robert Raymond Riva

Mr. Riva has served as our Secretary and Treasurer since September'2012.. From 2Q08 until 20T3 he 
was & ReL Estate. Agent at RaUeon Real Estate in Murrieta, California. He has also served as a 
Managing Member of Big Foot Partners^ LLC, in Ridgecrest, California, since March 2014; a
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Managing member of FV Pizza Factory^ JLLC, in Winehester, California, since 2006; :^d a Managing 
Member of AnzaiPF, LLC, in Anza, Califomia, since December 2016.

Chief Operating Officer — Tames W. Thornton Tr.

Mr. Thornton has served as our Chief Operating Officer since November 20,16. Prior to; joining us, 
he was' the Vice President - Franchise of Cellairis, a technology company in Atlanta, Georgia from 
February ,20l4 to November 2016. From, March 2010 until February 2014^ he was the General 
Parmer of SSJT, ,LLC, a consulting; eompmy in Los Angeles, California.

Director of Frmchi^g - Doniinique M^.
i

Ms. Main has been our Director of Franchising since October 2015. Since September 2013 and 
through the present date, she has also been a Director of Franchise Marketing for Olson & 
Associates, \z Franchise Consulting group in Long Beach, Califomia. From October 2O06 until 
October 20l2, she served as the Vice President of Operations for The New Well, a women’s 
wellness £canchise;in Grants Pass, Oregon.

ITEM 3 
LITIGATION

There; is ho litigation that:isLteq[uired to be disclosed in this item;

ITEM 4
BANKRUPTCY

There is no bankruptG)^ that is required to be; disclosed in this item.

ITEM 5 
INITIAL FEE

Franchise. Agreement

You must pay a $30,000: lump sum initial franchise fee when you sign the’ franchise 
agreement. The initial franchise fee is not tefiindable under any eirGumstances.

Area Development Agreement

Vtdien you sign our current, form of Area Development Agreement, you must pay us an 
initial development fee equd to one half of the total Initial Franchise Fees payable for aU restaurants 
to be developed under die Area Development Agreernent (excluding the first Pizza Factoiy 
restauraht), plus $30,000 represehting the initial franchise fee for your first Franchise Agreement 
When we accept the site for each Pizza Factory restaviraht, you wall sign a separate Franchise 
Agreement and pay us art ioitial franchise fee as outlined in the chart below;

Restaurants Initial Franchise Fee

r‘ Traditional Pizza Factory restaurant $30,000
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2°^ tiirouglii 4*‘TraditiGnal Pizza Factoiy 

restaur^ts

5 subsequent Traditional Pizza 
Factory restaurants

125,000

;$20,000

However, we will credit the development fee against the initial franchise fees at the- rate of 
112,500 per Franchise Agreement for foe second through fotirfo Pizza Factory restaur^ts and foe 
rate of $10,0Q0 per Franchise Agreement for foe fifth and subsequent Pizza Factory restaurants, 
until foe devdopment fee is e^foausted. If you si^ed a form of Franchise Agreement which differs 
from our current form, yo.uf initial franchise* fees vtill be determined in accordance with your Area 
Development Agreement The* development fee is fully earned by us when paid, is. uniform for 
franchises* currently being offered in this state and is not refundable under any circumstances.

At an appropriate time prior to foe scheduled opening of your'first Pizza Factory restaurant. 
Pizza Factory will provide to you an initial training program which either one or two persons may 
attend and additional personnel may attend foe initial training program at the; same time for an 
additional charge of $3,500 per person. The charge for either one or two persons* to attend foe initial 
training program at the same time is* included in the franchise fee. The eh:^ge for additional 
personnel to attend at foe same time is $3,500 per person,

Jn Certain cases, and at foe sole 'diseretion of Pizza Factoryi foe amount of foe franchise: fee 
may he reduced for existing franchisees in goqd standing., In addition to foe reduced franchise fee, 
the applicant must pay Pizza, Factory for the services of Pizza Factory’s personnel to foe extent that 
their assistance is necessary to aid foe applicant beyond what is norniaUy required to develop and 
open a new franchise restaurant. Currehtiy, Pizza Factory is chargirig foe sum of $150 per hour or 
$500 per day for field 'work plus reimbursement for any ttavel,.lodging or other expenses incurred to 
provide suCh services; Further, Pizza Factory is also currently charging the sum of :$125 per hour for 
adrninisttative services (work not perfofrned in foe field) plus, reimbursement for :any expenses 
inGurred to provide such services; The charge for any ladditional training whichmight be required 
would be foe amount then being charged for (additional training, currently $500 per day.

In 2017, franchisees paid us initii franchise fees ranging from $0 to $30,000.

ITEM 6 
0THERFEES

Type of fee Amount Due Date Remarks
Royalty 5% of total gross 

receipts.
Payable monthly 
on or before foe 
last day of the 
following month.

Gross receipts,includes 
all revenue from the 
franchise location. Gross 
receipts does not include 
sales tax or use tax.,

Advertising Fee 3% of total gross 
receipts.

Same las royalty fee. The Advertising Fee is 
imposed by ,us and 
payabler to “Pizza

;tt87434:3
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Type of fee Amount Due Date Remtoks:
Factory Advertising
Fiind.” The Advertising 
Fee is non-refundable 
and vMes among 
franchisees, and 
franchises: established 
prior to April 20, 2016, 
pay eiithef 1% Of 2%.

Service Fee $>75 per month or 10% 
of ainouht due^ 
whiGhevef is greater.,

Immediately upon 
assessment.

Assessment for each 
month that the Royalty 
fee ^ Advertising fee 
remains linp^d. If both 
remain' unpaid then the 
fee is $75 per month 
(per fee) or 10% of each 
arnount due^ whichevef 
is.greaiter.

Initial Training for an 
Ad^tipnal Person

$3j500 pef person Prior to
eornmencement 
of training.

The Initial training 
covered by the initial 
franchise fee is for two 
persons. Each additional 
person attending at the 
same time requires an 
additional payment.

Optional'Initial
Training

$500 per person per 
day for the, first two 
persons and $250 per 
day for each 
additional person.,

Attifne training is 
scheduled.

You and we may a^ee 
upon extended initial 
training,

Other Supplemental 
of Addition^
Training

The rate then being 
ch^ged for additional 
traihing, cufrently 
$500 per day for the 
first two persons and 
$250 per day for each 
additional person..

At the time training 
is scheduled.

Supplemental training 
required by us; 
ad^tional tiaaning if 

existing franchisee 
acquires additional 
restaurant, etc:

Transfer Fee $13,000 Prior to
consummation .of 
transfer.

Payable when you sell, 
transfer or astign your 
Pizza Factory restaurant 
subjectrto reduction ;at 
our sole discretion,

Renewal Fee' $5,000 30 days 
before
expiration of 
term.
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Type of fee ; Amount Due Date Remarks
Voluntary or 
.Mandatojy recurrent 
training.

The rate then being 
charged for 
additional training, 
currently $500 per 
day fopthe first two 
persons and $250 per 
day for each 
additional person.

On or before date 
training commences.

Failure to attend a 
scheduled voluntary or, 
mandatoryuecurrent 
traihing'-v^ result in a 
charge of $250 per day 
unless excused.

Relocation Fees and In- 
Store Training, Fees

(1) for field work,
$,150 per hour or 
$500 per day; (2)
$1'25 per hour for 
administrative 
services (non-^field 
work); (3) 
reunbursement of 
travel, lodging, ,and 
other expenses; 
incurred.

Within 30 days of 
invoicing.

See; Item 12 (Territory) 
regardingrequirements for 
relocation.

Sales taxes' trademark 
license taxes, and 
other taxes imposed 
on, collected from or 
paid by'us; based on 
services or products 
provided to you.

.Actual amount paidj 
imposed, or. 
collected by taxing 
authority.

At tiine of payment 
for services or 
product or within. IQ 
days of invoice.

Does not include 
corporate income' taxes.

You must reimburse us 
for any sales taxes, 
trademark license taxes, 
and other taxes p^d by us 
oh your behalf.

Liquidated damages 24 times the average 
monthly royalty during the 
prio.f two years of 
operation.

Notes:

.1) No portion of aiiy of these, fees is refundable except portions of the training fees for additional 
personnel. Fees nre unifomUyimposed in this state.

2) These fees are; imposed by and are payable to Pizza Factory. The fees are non-refundable and 
subject to change.

3) You must make payments of Royaldes, Advertising fees and Service fees by electronic transfer on 
a monthly basis: No less than 30: days prior to opening your Pizza Factory restaurant,, you must 
provide bank information to us‘ to allow for electronic transfer andj thereaftef,. provide us with any 
changes to that.information within 48 hours of the effective time of the; change.
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4) Your obligation, to make tiiese pa5rments and perfonn other obligations of the Franchise 
Agreement is secured by a standard security lagreement and a UCC-1 financing statement, sample 
copies of which are attached to the Franchise Agreement (Exhibit “D’^, as Exhibits 1 and 2, 
respectively. By signing the security agreement and authorizing us to file a UCG-1 financing 
statement, you wiU give us a security interest in all of your equipment and fixtures. You must sign 
the security agreement and financing statement prior to opening your store for business. We will 
accept a security interest in, the; equipment and fixtures which is seGo.nd in, p.riofity only to a security 
interest you have given a lender for the purpose of establishing your PiZza Factory restaur^t Or 
purchasing the equipment Or fixture. Otherwise, the security interest you rnust give US must be first 
,in priority. (See Seetioh 4.19 Of the Franchise Agreement)

ITEM 7
ESTIMATED INITIAL INVESTMENT

The fo.Uovring chart describes' thc' esti'iriated initial.investmenr for a single Pizza Factory restaurant:

YOUR ESTIMATED INITIAL INVESTMENT

INITIAL
FRANCHISE FIE 
(Note 1)

WAGES,
TRAVEL AND
LIVING
EXPENSES
DURING
TRAINING
REAL ESTATE 
AND
IMPROVEMENTS 
(Note 3)
EQUIPMENT, 
SIGNAGE, AND 
FIXTURES 
(Notes-4,9)
DEPOSITS, 
LICENSE FEES & 
OTHER PREPAID 
EXPENSES (Note. 
5)

$30,000

$10,000

$125,000

$140,000

$10,000

$30,0OO

$15,000

$250,000

$170,000

$20,000 ,

Lump sum

As' incurred

As incurred

As incurred

As incurred

At signing 
of
Franchise
Agreement
During;
training

Airlines,
hotels.and
restaurants
(non-
refundable)

As incuired

As incurred

Prior to 
opening

Pizza 
Factory

Vendors

Vendors

Suppliers,
utilities.
Insurance
providers,
government
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OPENING
IN\^NTORY
/INCIDENTALS

ADVERTISING 
FOR OPENING 
(Note 6)

ADVERTISING - 
First 3 months after 
opening in addition 
to eontributions to 
Advertising Fund 
(Note 6)
ADDITIONAL . 
FUNDS - 3 months 
(Note 7)
TOTAL 
(Note 8)

$10,000

$1,000

$1,000

$45,000

$372,000:.00

$12,000

,$3,000

$2,000

$60,000

$562,000.00

Lump isum

As incurred

As incurred

As incurred

Prior to 
opening

As incurred

Monthly

As mcurred

agenciesi etc. 
(Note 5)
Suppliers 
and vendors. 
Normally 
non-
refiindable.
Newspapers, 
radios, 
printers, etc. 
not including 
payments to 
Pizza 
Factory . 
Advertising 
Fund______
Newspapers, 
radios, 
printers^ etc.

Employees, 
suppliers, 
.utilities, etc.

As described in Item 5, if you sign an Area Development Agreement, you must pay us an 
initial development fee equal to one.half of the tot^ Initial Franchise Fees payable for all restaurants 
to be developed under the Area Development Agreement (excluding flhe first Pizza Fa^ctory 
restaurant), plus $30^000 representing the initial ffanchise fee for yOur &st Franchise Agreement 
"'Vhen we accept the site for each Pizza Factory restaurant, you wiU sign a separate Franchise 
Agreement and pay us; an initial firanehise fee as outlined in the chart below.

Traditional Pizza Factory 
restaurant

2"‘‘'through>4“ Traditional Pizza

Wliiti

$3Q,000

$25,000
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Factory restaurants;

5” and subsequent Traditional 
Pi^a Factory restaurants

$20,000

However, we credit the developfnent fee against the initial franehi'se fees at the rate of 
|il2,500 per Franchise Agreement, for the Second through fourth Pizza Factory restaurants and the 
rate of $:10^000 per Franchise Agreement: for the fifth and subsequent Pizza Factory restaurants, 
until the development fee is exhausted.

(Notes: to Itein No. 7.)

1.

2.

Initial Franchise fee is $’30=000.. No portion of this fee will be refunded once paid. We do not 
finance this or any other fee or Gost'.incurred by you.

This estimate for Real Estate and Improvement cOsts is based upon leasing or purchase of 
(adequate space. You are responsible for finding a location for your Pizza Factory restaurant 
which substantially complies with the Site Sdection Guidelines provided to you by us . If you 
are not purchasing, ithe building from which to operate your Pizza Factory restaurant, you 
must enter into a lease Wth an initial term of no less than five (5) years with op.fion(s) to 
renew totaling no; less than an additional five. (5) years; subsequent renewals must be for a 
term of no less than five (5) years or the remaining, term of the ftanchise, whichever is less; 
month-to-month leases are prohibited without our express written consent. The cost of 
pufchasing coitimercial property may be much higher and may vary greatly 
depending upon location, size, age, and type of construction of the building. The 
total amount of funds necessary to lease suitable restaurant premises will vary ftom location 
to location depending on a number of factors, including; location, size, term of lease, the 
extent of new constmction or :remodeHng, the extent to which the landlord wiU build or 
remodel, and the amoiint: of the security deposit. Currently, the typical Pizza Factory 
reStaUrmt h^ 2,500 to 3,50.0 square feet and is usually located in shopping centers or store 
front ^e buildings., If you are leasing a location for yO.ur Pizza Factory restaurant, you 
negotime and obt^ the lease, contract directly Wth die landlord of the preinises and make 
whatever financial and creditor arrangements necessary Wth- the landlord Or Other third 
parties, and obtain necessary funds or credit for leasehold improvements from ■vy.hafever 
sources you choose. Prior to signing the lease or purchasing the premises, you must obtain 
'written confirmation from Pizza Factory that the location and lease or any renewal or 
modifiGation of a lease, substantially complies with the Site Selection Guidelines Pizza 
Factory win provide to you- Again, we do not offer any form of financing for any Of the fees 
or investment costs. These costs are normally not refundable except for Security deposits 
depending upon your arrangement with your landlord.

Although we may assist: you in contacting profession's and negotiating with them for the 
preparation of plans, and eontaeting and negotiating with suppliers for the installation of 
■fixtures and equipment, you conttact directiy Wtii foe contractors, purveyors; and suppliers 
and make whatever financial and credit, arrangements are necessary directly with them Or 
obtain necessary funds or credit from whatever source you choose, Based upon our
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e:^enence, you should be able to finariee approximately one-half of the eqihpment and 
fixtures through either the suppliers, purveyors or plher sourGes of financing y?hich you 
might chooser Normally, the expenses you incur for these services, equipment and fixtures 
are non-refundable. The, amount estimated includes all equipment, signage, fixtures, and 
computer/Pbint of Sale equipment and software; to commence operation of a Pixza . Factory 
■restaurant

4. Although we. do not require you to pay any security deposits^ yOu may be responsible for 
paying security deposits to the landlord as well as to utility suppliers. This category ads© 
includes application fees and costs for an on-sale beer and wine license, and any other 
licenses or perrriits required by the state’or local law in order to commence operation of your 
Pizza Factory restaurant Depending upon arrangements with utility companies and 
providers of Supplies, deposits may be foly or paftially refundable. Normally, license fees are 
non-refutidabre,

5. Many franchisees wish to purchase sp|ecial advertisements locally, especially at the time they 
open their business. Normally, fees for advertising :are non-refundable depending on the 
arrangement made -with the provider and the arriount of work which has been performed by 
the provider at the point of cancellation. This expense is in addition, to advertising fees paid 
to us,

6. This estimates other initial staft-up expenses: over and above typical revenue during the first 
three’months. These expenses include .additional payroll costs normally incurred during the 
first three months after opening. These’ figures are estimates and we can not guarantee that 
you will not have additional expenses starting the business. Your costs will depend upon 
factors such as:; how much you follow our methods and procedures; 5'^our management skill, 
experience and busmesS acumen; local economic cohetitions; the local market for Pizza 
Factory products; the; prevailing wage rate; cbmpetition; and the .sales level reached, during 
the initial period. Once incurred, these expenses are normally not refundable.

7. We;, relied on the substantial experience of its principal officers in the pizza, and pasta 
restaurant business to compile these: estimates. You should review these figures’ carefolly 
with a business advisor, commercial real estate, broker, certified public accountant, 
contractors, and suppliers, .aU of whoni ypu contact direefiy before making any decision to; 
enter into the Franchise Agreement, pay the foanchise fee^ and purchase or lease a site at 
which you will operate your Pizza Factory restaurant.

8. We.! do not offer direct or indirect financing to you for any of these items.

ITEMS
RESTRICTIONS QN SOURCES OF PRODUCTS AND SERVICES

AU requirements of dough mix, spaghetti sauce spice, sakd bar items,, pizza sauce spice, 
fiesta seasoning and meafoaU seaforiing, and any other ingredient :for authorized menu items, as may 
be designated by us at any time, must be purchased from the purveyor designated by us, presently 
Sieri-a Seasoning, a Washington based limited liability, company which operates fopm Oakhurstj. 
California. AU other requirements of food, beverages (other than beet), equipment, fixtures. Point Of 
Sale register, hardware and softwarei other materials and supplies must be purchased from suppliers
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designated by us and,, if not designated, from any other suppUfer meeting die standards ^d 
requirements set by us. All signs, posters, or other forms of displays or adyertisements used in the 
operation of a fizza FaefOry restaurant must be approved; by us arid those bearing the name arid 
tradern^ks of Piz2a Factory must-be leased or purchased from us, frprn,a:supplier desi^ated by tis. 
Or as otherwise approved by'us.

Dough mix^ spaghetti sauce spice, fiesta seasonings pizVa saiiee spice, rneatball seasoning, 
,and all other required niixes, spices :and seasonings, and My other item we desi^ate which must be 
purchased from Sierra Seasoning wfil represent 3%-5% of your overall cost of establishing the store 
and, T% - 3% of your-overall purchases in operating’the store. Your purchase or lease of other items 
from suppliers designated by us will be approximately 80%-85% of the total purchases in 
connection with operating a Pizza Factory restaurant.

From time to time, we may be able to negotiate a conttact with a major distributor, such :as 
Coca-Cola, which may provide a marketing incentive in the event: thM^ Our. ifranchisees agree to 
purchasei the designated product. We reserve' the tighti upon 30 days’ notiee, to require that you 
purchase such a designated product. We reserve the right to retain My marketing incentives received 
as compensation for arranging for such products. There are no purchasing Of distribution 
cooperatives associated with the frMchise pfograin. We may, but are not required to. directly or 
indirectly ■prOttide any materid benefits to a franchisee based on, a, frMchisee’s purchase, of particular 
products of sefyices of use of particular suppliers. We currently contribute the marketing incentive 
received from Coca-Cola to the Pizza Factory Advertising Fund.

In the year ending December 31, 2017, we receivedjno revenue of any type: from the; lease or 
purchase to franchisees of any signs, posters,, or other forms of displays except those amounts 
received as compensation from the Advertising Fund as described in Item; ll.D.(3) of this 
Disclosure Document; We received no payments from any desigiated suppliers based on 
Franchisee purchases except as follows: Coca-Cola, Otis Spunkmeyer, Campbell’s, and Saladino’s, 
Inc. The total revenue, received by us from all required piu-ehases and leases pf products and services, 
to :franchisees for the year ending December 31, 2017 was $146,463 which amounted to 3,15% of 
Pizza Factory’s total revenues of $4,654,1,62,

The cost of equiprnent purchased in accOrdMce with out speeifications represents 39 - 45% 
of the total purchases in connection with the establishrnent of a. Pizza Factory restaufant.

The fixtures Md decorMOn of yoiir Pizza Factory restaurMt premises must be in accordance 
witit the specifiGations provided by us. Also, dishes, glassw^e, eating utensils, table linens and 
-menus Must b'e in accordance vith the specifications set out by us and must be purchased by 
suppliefs we :approVe. All other foods (othef thM pizza sauce spice,, spaghetti sauce spice, fiesta 
foasoningj meatball seasoning, dough mix, salad bar items', and any other ingredient for authorized 
menu items which currendy are or may be designated by us), beverages (other tban beef), materials 
and Mpplies must be purchased from suppliers who meet the standards, and requirements provided 
by us, subject to our rights to designate a particular- product or purveyor in the future upon 30 days’ 
notice. All specifications necessary to establish and operate your Pizza Factory restaurant are either 
contained in the; Operations: Manual or wiU be provided to you by us in writing ;aftef you sign the 
Franchise Agreement.

Your Pizza Factory restaurant must be operated in aecotdanee with the standard of conduct 
and procedures :set forth m the Pizza Factory Operations, MMual (the ‘Manual”). The Manual
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requires that you maintain the uriiforrnity of appearance, service, products, and marketing 
procedures including maintenance of the authorized appearance and size of the; premises, display of 
trade names and trademarks, maintenance of specified equipment,, furnishings, signs and other 
personal property in excellent working condition and to our specifications which may be updated 
from time to time. Newspaper racks, jukeboxes, gum machines,,games, recreational equipment (e.g., 
bounce houses,, playground equipment,, etc.) or coin vending machines .are not permitted on the 
premises and cigarettes, other ^bacco products, and any other' items may not b? sold on the 
premises unless authorized by us in writing, You may install .^cade vending machines. at a.location in 
or on the ■premises if it is approyed in advance and in writing by lis; The premises are' to be 
operated in a quiet, respectable^ and appropriate falshiOn suitable for a fantily-styl'e restaurant and 
other tjpes. of busihesSeS may not be operated from a Pizza Factory restaurant. Pizza .Factory 
ffanchisees must accept payment by United States coin, currency, bank debit cards, and. common 
credit cards including. YiSA® and MasterCard®.

Neither Pizza Factory nor ariy of our officers, principals, or affiliates hold an ownership 
interest in any supplier of goods or services required to either establish or operate a Pizza Factory 
franchise.

Presently, you must purchase particular items to establish ^d Operate- your Pizza Factory 
restaurant. You must purchase the following items, from approved and/or designated suppliers, as 
we prescribe: (i) Seasoning,, Dough Mix and Spices; (ii) Other required Pizza Factory Brand
(“Proprietary’^ food items; (iii) Non-Pizza Factory brand (“nOh-- proprietary”) food items but 
specific brand/type/supplier required; (iy) Required non-"proprietary food items; no Specific- 
brand/type required; (y) Required paper products yith Pizza Factory Service or Trademarks; 
(vd) other‘required paper products - specific brand/type required; (vii) other requited paper products 
- no specific brand/type required; (iix) Resaurant Equipment - specific brand/type required; 
(N) Interior Colors and seating package - specifie bfand/design required; (x) Computer/Gash 
Register System. - .specifie brand/type of hardware and software; ;and (xi) Advertising products. 
Currently, the: approyed suppliers for these products are: Sierra Seasoning; Saladino’s, Inc., Food 
Services, Inc,, and Classic: Wines of CA (“non-affiliated suppliers’’). Disclosure of the specifie 
brands, rnodels, speeificatibn and other particulars for required goods, services and equipment -will 
,be made'to you as part, of the franchise program.

Neither Pizza Factory nor any of our officers, nor any of our shareholders oy?n an interest in. 
a ‘foon-affiliated supplier.” Although you may not be restricted as to the supplier which pro-vides 
these items, you must still, comply with any brand/type/design requirements specified by us. All 
advertising material must be approved by us in yrating before you may use it regardless of -whether 
you use an approved or non-approved supplier.

■We approve suppliers based upon the .suppliet’.s demonstration that it is able to supply a 
commodity to the franchi'see wKifeh meets bur specifications for such commodity,, and that the. 
supplier is of gbod standing in the business community -with respect to its financial soundness and 
the reliability of.its product and service. Except for items required toibe purchased only from Sierra 
Seasoning, alternate suppliers may be apprbved for other products and supplies. Although certain, 
brand items are required to be used by Pizza Factory restaurants,, alternate brands or type of 
products for other restricted items may be. approved for use. If you would like to. purchase m item 
frorn another supplier or would like to use a different brand/ type of product than required, you may 
request that the alternate supplier/brand be approved by us. Based upon the information and
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samples you supply to us/we will test the item supplied for its suitability for use. in a Pizza Factory 
restaurant and/br review the proppsed supplief’s/manufacturer’s finaneiial records^ business 
reputatipn, deliyery performance, credit rating and other information. Our review typically is 
completed in 30 days ;and we will not unreasonably withhold apprpvalL However, you -will be, 
charged an amount by us which will not exceed the actual cost; of such testing and investigation. 
This procedure does not apply to aiiy product for which we have designated a specific supplier, such 
as Sierra Seasoning or a particular product such as Sierra Seasoning’s products or Pizza Factory 
brand items. The criteria we use for approval of an alternate supplier and/or brand is available to 
you upon written request. However, you are not permitted to; contract with any alternative supplier 
or use non-approved. required suppliers or products without our prior written approval.

We reserve the :right to grant or revoke approval of suppliers or specific brands at any time 
for reasonable cause based upon tiie perform^ce and reliability of the supplier/manufacturer 
and/or if the product offered fails to meet the minimum criteria. If approval is granted to a new 
supplier or if approval of ;a supp'lier/brand is revoked by’us, all franchisees will be notified in writing 
of the-approve or revocation and the effective date of such.

There may be times when you must, make certain necessary refiirbishments to your Pizza 
Factory restaurant which must be made within ,30 days after notice from us, subject to certain 
limitations as mentioned in .Section 4.08 Of the Franchise Agreement, a copy of which is attached as 
Exhibit‘*D.”

We issue specifications for, the purpose of maintaining the uniformity and quality standards 
of Pizza Factory restaurants and for the purpose of presenting a unique product, served in a unique 
manner, which the public can identify as being a Pizza Factory product. We reserve the right to 
modify the, specifications at any time. You will be notified in writing of the nature of the 
modification and its effective date as far in advance as possible. In the case of modifications of 
fixtures,, architecmral design or decoration .of the, restaurant premises, such modifications yrill not be ' 
applicable to existing franchises Or to franchises which are in the process of being constructed or 
remodeled, unless such modifications cart be implemented widiout substantial additional cost to yoii 
(not. to exceed .5% of the gross' receipts from the date of “its opening for existing franchisees aiid a 
maximum of $5,000 for franchisees still in the prO,cess of Opening unless wC agree to pay for or 
provide a credit to you, for :the difference). In the Case of modifications in the specifications of 
goOds^ services and .supplies, you will have three months from the effective date of the modification 
in which to implement the modification.

You must obtain a products liability and public liability insurance policy of no less than 
|2,OOO,OO0 per occurrence and $4,000,000 in the aggregate. You must also obtain an appropriate 
auto insurance policy to cover your delivery service (non-owner and/or commercial) providing 
benefits of no less than $1,000,000 for public liability and public damage. You are required to 
increase these coverages on 180 days’ notice by us. You must provide proof of compUance with 
these insurance requirements before beginning your business and for so long as you own or operate 
a Pizza Factory restaurant. Pizza Factory must be named as an additibnal insured, If we or any of 
our employees; or agents are named as a party to. any legal action arising out of the operation of yoiir 
Pizza Factory xestaurant, you must defend us in that suit and hold Us harmless from any damages.

Your Pizza Factory restaurant must maintain a delivery service on all days if is open for 
business during the term of your Franchise Agreement. Prior'to utilizing any non-empldyee, third
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party delivery service, that service must provide you with proof of insurance for commercial delivery 
with coverage of no less than $1,000,000. You must confirm that insurance maintained by sdd 
delivery service is in full force and effect at all limes while you are utilizing that senvice and provide 
that proof to us whenever demtoded. 'Reg^dless pf whether you use an employee or nOn-ernployee 
third party delivery service, you must confirm that the delive^ person is properly licensed ;and„is not 
exhibiting any behaviors’ which would indicate that person was under the influence of alcohol or 
iriind-altering prescriptions or non-presCriptipn drugs of aiiy nature.

In additibh to the cOntributibn you make to the Pizza Factory Advertising Fund, you must 
spend no less than 1% of the gross receipts bf your Pizza Factory restaurant during ariy quarter 
(three month period) on local advertising and promotion of your. Pizza Factory restaurant during 
that quarter.

You must hire and maintain andndependent bookkeeper and/or. certified public-accountant 
and report to that person or company your complete: sales, income, expense and inventory 
information for each month. That financial' information for each month must be reported to your 
independent bookkeeper or CPA within 15 days of the end bf each month,. Ybur independent 
bookkeeper or CPA must compile and, submit such financial information to us no later, ithan the last 
business day qf th? follovting month. (Franchise Agreementj Section 4.17.): The drily and rnonthly 
sries, income, expense and inventory informatibn for each month, and the profit and loss stotemerit 
for each month shall be provided to us in a form prescribed by tis. We will provide you with 
sufficient ;n6tice of my changes of the type of .informatibn to be. reported of the form in which 
reported. Contact irifonriatibn for your independent bookkeeper or CPA, and any changes of that 
information, must be ;disclosed to us, and you must authorize that, person/company to release 
information to us, regarding the; operation of your Pizza Factory restaurant. You must. also provide 
us with all access codes or other "information necessary to allow independent access to your POS 
(Point of Sale) system in order to obtain daily sales and profit and loss reports. If you obtain or 
receive ,services or products of lany kind whatsoever from third parties, you must authorize those 
tiiird parties to communicate with us and release to us any infortoatibn or documents reg^ding the 
services and/or products received or provided.

ITEM 9
FRAISICHISEE’S OBLIGATIONS

This table lists your principal obligations under the Franchise and other Agreements, 
It will help you find more detailed information about; your obUgafions in these Agreements 
and.in other items of this Disclosure Document.

Obligation Section in Agreement Disclosure Document 
Item

a. Site selection and acquisition/ 
lease

Secti.qns 1.04 and. 1.05 of 
Franchise Agreement; Section 
6.1 of Area Development 
Agreement

Items 5, 7, and 11

b: Pre-opening purchases/leases Article 4 of Franchise 
Agreement and Exhibit 3,

Items 7, 8 and 9

c. Site development and other pre- 
bpening requirements

Sections 1.0,4,1.05,. 2.01,
2.02 and 4.01 of

Items 1, 6, 7 and 11 •
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Obligation Section in Agreement Disclosure Document 
Item

Franchise Agreement;
Section 6.1 of Area 
Development.Agfeement

a. Initid and ongoing'training Sections 3.08 and 4.02 of 
Fr^chise Affeement

Items 11 and 15

e. Opening Article 4 of Franchise 
Agreementiand Exhibit 3

item 11

Fees Article 2 of Franchise 
Agreement; Article 5 of Area 
D,evelop_ment,Agreement

Items 5 and 6

g- Compliance with standards and, 
policies/^Operating, Manual

Article 4 of Franchise 
Agreement

Items 11 and 15

h. Trademarks and proprietary 
information

Section 1.04 and Article 5 of 
Franchise Agreement

Items l3 and 14

i. Restrictions on products/ 
services offered

Article 4 of Franchise 
Agreement

Item 16

Warranty and customer service 
requirements

None Not applicable

k. Territorial development and sales 
quotas

Ttodcle 2 of Area Develppment 
Agreement

Not applicable,

Ongoing product/services 
purchases

Article 4 of Franchise 
Agreement

Itern 8

M^tenance, appear^ce and 
remodeling requirements

Article 4 of Fr^chise 
: Agreement

Item 8

n.. Insurance Sections 4,06 (e) ^d 7-01 of 
Franchise Agreement

Items 7 and 8

Q. Advertising Sections 3.06 and 4.12- of 
Franchise Agreemeiit

Items 6, 8 and 11

p. Indemnification Sections 5;04 and 7.02 of 
Franchise Agreement; Seetioris' 
11.1 and 11.2 of Area 
Development Agreement

Item 8

‘1:' Owner’s participation/ 
management/ staffing

Article 4 of Franchise 
Agreement

Items 11 and 15

r. Records, reports, and 
commurucations

Sections 4.12, 4.17 and 4.19 of 
Franchise: Agreement

Items'6, 8, ^d 9

s. Inspections, audits, licenses, 
and permits

Sections 3-04, 3.07, 4.05,
4.14 and 4.17 of 
Franchlse:Agreemeni

Itemfs 6, 9, and 11

t. Transfer Sections 1.04 and 8.0,1 of 
Franchise'Agreement; Section 
7.3 of Area Development. 
Agreement

Item 17'

li.. Renewal Section 1.03 of Franchise Item 17
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w.

Obligation

Post-termination obligations

Noncompetition covenants.

Dispute resolution

Security interest in fixtures 
equipment

Section in Agreement

Agreement, Sections 4.2,43 
and 4.4 of Area Development 
Agreement . ■
Article 9 of Franchise 
Agreement; Section 4.5 of Area 
Developnient Agreement
Sections 4.09, 4.16 and 
Article 5 of Franchise 
A^eemeht;.Sections 
8.i :and 8.2 of Area 
Development 
Agreement_____
Sections; 10.10 ^d 10.12 of 
Franchise Agreement; Sectign 
11.15 of Area Development 
Agreement_______________
Section 4.19 and Exhibits 1 
and 2 of Franchise; Agreement

Disclosure Dociunent 
Item

Item 17

Item 17

Item 17

Items 6: and 9 (see 
below)

ITEM 10 
FINANGING

Neither Pizza Factory nor any of its affiliates offer direct or indirect financing. Neither Pizza 
Factory nor any of its affiliates will guarantee your note, lease, or obligation. Pizza Factory does pot 
receive any consideration for assisting.you with arranging financing with a third party lender.

Your obligation to satisfy the foregoing promises, coyenants and restrictions is secured by a 
standard security: agreement and a, UCC-1 financing statement, sample copies of which are attached 
to the Frpichise Agreernent (Exhibit‘T)”) as Exhibits 1 and 2, respectively,. By signing the Security 
agreement and authorizing Pizza Factory to file a UGC-1 financing statement^ you will give tO: Pizza 
Factory a security interest in all of your equipment and fixtures. You miiSt sign the security 
agreement and financing statement pnor to opening your Pizza Factory restaurant for business. 
Pizza Factory will accept a security interest in the equipment and fixtures Which is second in priority 
only to a security interest you have given a lender for the purpose of establishing your Pizza Factory 
festaiorant or purchasing the equipment or fixtures. Otherwise, the security interest you must give 
Pizza Factory must be .first in priotily; (See Section 4.19 of the Franchise Agreement;)

ITEM 11
FRANCHISOR’S assistance, ADVERTISING, COMPUTER SYSTEMS, And

TRAINING

Except: as Usted below. Pizza Factory is riot required to provide you with any assistance.

A. Before ygu open your PiZza Factory restaurant, we wiU:
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(1.) After you -sign the Franchise Agreerrient and pay the ftanchise fee, provide you with 
Site Selection Guidelines. You locate the site at which you will opera:te your PizZa Factory restaurant 
and either purchase the site or Secure it with a leasci You utilize the assistance of third parties such 
as commercial real estate brokers, business advisors, accountants, etc, to assist you ih finding, ^d 
securing such a location for use as a Pizza Factoiy restaurant; The location and, if applicable, the 
lease must substantially comply with the Site Selection, Guidelines which we;will provide to you after 
you sign the Franchise Agreement, and pay the franchise fee., We will make a deterrhinatibn if the 
proposed site and any proposed lease substantially complies ^^th the Site Selection Guidelines., If we 
deterrnine that the proposed site and lease do substantially comply with the Guidelines, we wiU 
advise you of our determination.in writing'and you may proceed with securing the location by either 
purchasing it or signing the lease. If we determine, in our sole discretion, that the site selected by you 
or the proposed lease do not substantially comply with the Site Selection GuideUhes, we will also 
promptly notify you of our decision arid the reason. If you are triable to submit a proposed site and, 
if applicable, a proposed lease at which to locate yoUr Pizza Factory restauraiit which substantially 
complies with the Site Seleetion Guidelines within 365 days of signing the Franchise Agreement or 
Area Development Agreement, as applicable and either purchase it or secure it with a lease, we may 
temiinate your Franchise Agreementrand we will not refund to you any portion of the franchise fee. 
(Fr^ChiSe Agreement, SectiOiis 1 i04 and 1.05;)

(2) Assist you in Selectiiig yOur business site wititin the proposed Community in which 
you desire to do busin’ess, Our only involveinent ih die site Selection for yOuT Pizza Factory 
restaurant or the negotiation of any lease, will be: to confirm whether or not it substantially complies 
with the Site Selection Guidelines which will be provided to you after you sign the Franchise 
Agreement and pay the franchise fee. (Franchise Agreement, Sections, 1.04 and 1.05.);

(3) Inspect the preiiiises and, review the lease negotiated by you, if any, to confirm that 
both the location and the lease substantially comply with die Site Selectioh GuiddiheS we, provide to 
you. ’^e= rnust confirm, diat the .location and the lease agreement Substantially complies with those 
Site Selection Guidelines before you eithec purchase the site or secure it by signing a lease. Your 
restaurant location will be purchased or leased by you from independent: third parties. We do not 
generally own the location leased to our franchisees for operation of a Pizza Factoiy restaurant. Our 
confifnlatiOh of substantial compliance with the Site Selection Guidelines is stricily limited to the 
items set forth in die She Selection Guidelines and does provide any advice Or recommendation 
pertaining to site selection and lease terms except those expressly slated in the Site Selection 
Guidelines. (Franchise Agreement, Sections 1.04,1.05, and 4.01.)

(4) After you. secure die location for your Pizza Factory restaurant by either purchasing 
it Or securing it with a lease, we will advise you about obtaining all initially required permits,, plans 
and specifications, for the buHding, equipment, furnishings, decor, layout, menu and menu display, 
and aU signs for or identified, with Pizza Factory restaurants. (See Item 8 Of this. Disclosure 
Document.) You pay for the cost of preparing any blueprints and plans, engineering and 
;architectural services, obtaining any required permits and for the cost of construction or remodeling. 
(Franchise A:greement, Section 3;02;)

(5) At an appropriate time prior to ppenihg your Pizza Factory restaurant and no sooner 
than 120 days prior to the afiticipated opening Of yOur Pizza Factory^ restaurarit, we will conduct an 
initial training program for one or two of your personnel, for no additional charge. One of the 
persons who attends must be the franchisee or a principal of the ftanchisee entity. The person who
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you isdeet as the in-store manager must also attend die initial training progr^, Additional personnel 
may attend for an additional fee of |3,500.00 per person. (Franehise Agreement, Sections 2.01 and 
3.08.)

(6) i During the initial training program, we will provide you-with a copy of the Manual of
Standard Operating, Procedures. (Franchise Agreement^ Section 3.03.)

(7) : After you have secured the location for your Pizza Factory restaurant and prior to
the ppeniiig of your pizza Factory restaurant, we mil assist you in 'selecting suppliers and purveyors 
of food ingr,edientS', paper products and other neeess;ary supplies. We provide you with an 
extensive list of approved/fequired products, suppliers, and service providers or detailed 
specifications for those products, and supplies.. We do not necessarily provide written specifications 
for some miscellaneous products, supply items, or services to be purchased. (Franchise Agreement,, 
Section 3.05i) We: will also assist you in selecting prices for sale of approved products. We neither 
deliyct nor install any of tiie items although it rnay prOyide some iii-store advertising material. 
(Franehise Agreement,, Section 4;07:(e).)

(8) After you have' secured the location for your Pizza Factory restaurant and prior to 
the opening of your store, we may provide to you advisory services regarding the operation of your 
Pizza Factory restaurant; Such includes assisting you. to acquire :necessary equipment, si^s', fixtures, 
opening inventpiy and supplies; We may provide and deliver to you in-store; advertising,material and 
demonstrate how it is to be utilized. Otherwise, we will provide the names of approved products- 
and approved suppliers but will not necessarily provide written speGifiCatigns. Except fpr the 
advertising material, you will arrange for delivery and installation/storage of those items. (Franchise 
Agreement, Section 3.04)

(9) Prior to‘the ppening of youT Pizza Factory restauranp we will provide training and 
advise in hiring sufficient .Staff and proyide you mth adyiSory services regarding ^appropriate 
scheduling, and training of that staff. Further,, for the first week ygut Pizza Factory restaurant is 
open, we will provide a. training crew of no less than two personnel. We may determine that you 
require the further assistance of a training crew beyond the first week which will be mandatoiy and 
charged at the same rate as Relocation FeeS; (Franchise, Agreement, Sections 3.04 and 3.08.)

B. , Franchisees typically ,gpen their restaurants six to twelve months after they make their mitial
payment to us and sign the Franchise Agreement- The factors which affect this are yoiir .ability to 
propose a location at which to operate your Pizza FaUfpry restaurant: yviuGh substanti^y cornpUes 
with the Site Selection .Guidelines,, to obtain a lease or'purchase the site. Obtain financing or building 
permits, compliance with zoning and local ordinances, weather conditions, shortages,, and delayed 
installation of equipment fixtures and signs;

C. During the operation of yoiir Pizza, Factory restaurant, we will:

(1) Render advisory seryi'ces regarding the operation of your Pizza Factory restaurant 
such, as preparation of food products in aceordance with tire Manu^, management of food supplies; 
development of personnel policy,, and training of employees. (Franchise Agreement, Section 3.04.): 
We will also review your requests for -any changes to the menu approved for use at: your location, 
including, price changeSi However, no changes may be made to the menu, including pricing, unless 
first approved in writing by us. (Franchise Agreement, Section 4.07(e)')
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(2) Continue to assist you -in selecting approved suppliers in promoting your Pizza 
Factory restaurant through advertising* and public relations Campdgrls. (Fr^chise Agreetneni^. 
Sections 3.05 and 3.06.)*

(3) Provide you consiiltation and advice regarding administrative, bookkeepiiig, 
accounting;, inventory control procedures and operational issues and problems: encountered by you.. 
This ad^^ce will be provided itiirotigh our S'eld representatives which may be accomplished either 
through personal visits, tdephone calls, and/or mail. (Franchise Agreement, Section. 3.0,2.)

(4) Provide yon a copy of our Operations Manual which, contains mandatory and 
suggested specifications,, standards and procedures. This. M^ual is confidential and tem^s our 
property. We will provide you with updates to this Manual which, will provide changes regarding 
specifications for products, personnel, store decor, equipment and other aspects of the operation 
which you are required to, follow, but. such will not otherwise alter your status and rights under the 
Franchise Agreement. Upon tefrhination, yoti:^e required to imrtiediately return this Maiiual and all 
modifications and amendrnents. (Franchise Agreement, .Sectidn 3.03.)

(5) Periodically hold eOrnpany-wide ^and ^regional conferences to discuss sales techniques, 
personnel training, bookkeeping, accountings inventory Control, performance standards, advertising 
programs and merchandising procedures. There is no conference fee, but you must pay all your 
travel and living expenses; These mandatory conferences are held at a location selected by us. 
(Franchise Agreement, Section 4.18.)

(6) Prottide supplemental or repeat training for you and/of yqur management when we 
determine that such training is needed. The* supplemental or additional training js mandatory. You 
will be required to pay the then-current rate being charged for training semCes and you be 
responsible for all travel, food, lod^g and other expenses incidental to ,attendance at such training. 
(Franchise Aigreementj Section, 3;08i)

!D. Advertising Program

We provide advertising materials and services to you through an advertising fund (“the 
Fund”). You and most other operators of a Pizza. Factory restaurant conttihute'3% of yoiir/their 
monthly gross receipts to, the Fund. A Pizza Factory restaurant owned by us must contribute the 
same amount to. the Fund as, you or most other franchisees. (Franchise Agreement,. Sections 3.06' 
and4.;i2.)

We may periodically prp*vide, .make available: and/or develop materials Or'O ther promotional 
items which will be available; to all franchisees, promotional materials may include rnaps, posters, 
newspaper inserts and layouts, customer and community engagement progr^s, banners, point of 
sale items, and other items. These advertising tools/materials will be sourced from our internal 
advertising department: or through an independent advertising agency. A sample of various 
advertisingOTaterids are periodically sent to each franchisee; If you want additional copies you must 
pay. duplication costs, You rnay develop advertising materi^s fot yO.Uf own use, at your own cost. 
You may also develop and utilize advertising tiirough any type of media, ihcluding electronic media 
and the Internet. Pizza Factory must approve the advertising materials and yOUr proposed use Of 
electronic, :media and the Internet in advance and in writing. (Franchise Agreement, Sections 3.06 
and 4.12.)
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We OGcasionally provide for placement of advertising' on behalf of the entire Pizza Factory 
system, including franchisees. However, most placement is done on a local basis, typically by local 
advertising agencies hired by the Fund. Pizza Factory reserves the right to use advertising fees from 
the Pizza Factory system to place advertising in regional media (including broadcast,, print or other 
media) in the fiiture. Currently, Pizza Factory uses an outside adyertisihg agen'ey to create !and place 
advertising. (Franchise Agreement, Section 3.06.)'

We attempt to utilize advertising, -funds for placement of advertising lH; as many Ibcal and 
regional markets which include; franchise locations on a proportional basis but is not: required to 
spend any specific, amount or any amount at aU in the particular area in which, your Pizza Factory 
restaurant will be located. We are not required to spend aU advertising funds collected in the fiscal 
year in which such funds accrue and ;any amounts not used remain iii the Fund and are available for 
use in future years., (Franchise Agreement, Section 3.06.)

Neither we nor any of our affiliates receiyes payments from the Fund, except we^ receive 
compensation for related services such as the preparation of advertising information and material? 
and the distribution of such. During 2017, we received an average of .$5,532.46 per month as 
compensation for those services. The Fund is: a separate account maintained by IPizza Factory into 
which all the advertising fees collected from aU franchisees are deposited. (Franchise Agreement, 
Section .3;06.)

Advertising funds are. used to promote the products soM by the franchisee and are nOt used 
to sell additional franchises. All payrnents to the Fund niUst be spent on advertising, promotion and 
marketing of goods and services pro-vided by Pizza Factory restaurants. YOu must; contribute the 
amount described in Item 6 under “advertising.” An annual audited financial statement of the Fund 
is. available: to any franchisee, upon request^ including an accounting of advertising expendimres for 
any of those years. (Franchise Agreement, Section‘3.06.)

' Of the expenditures made during the last fiscal year of the Fund (ending on .December 31, 
2017), a total of: 66% was spent on the production of advertisernents arid other promotional 
materials, 1:8.1% was spent for media placement, and 15.9% was spent for general administrative 
and advertising agency expensed We will make available all books and records regarding the 
advertising, fund during reasonable times to yOu atyOuf request. No periodic reporting of the use of 
advertising fundsis qthervrise provided. (Franchise.Agreement, Sections 3.06 and 4.12.)

No amounts in, the Fund are utilized to splicit-new franchise sales.

There are currently no local or regional advertising cooperatives established for Pizza 
Factory restaurants. If local and/or regional advertising cooperatives are established in, the fumre,, 
you be ;required to participate in the eooperative(s) applicable to your restaurant and contribute, 
to those local arid/or regiOrial advertising fiinds in ,an amount nOt tO exceed, .an additional 2% of 
your gross :receipts. (See Item Nps, 6, 8 and 9), (Fraiiehise; Agreement Section 3-06.)

You may use, your, own advertising material or place your own advertising ih local media. 
However, we must approve any of your proposed advertising in writing and in advance qf your 
using,it. (Franchise Agreement, Section 3..06.)
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Any form of communication or advertising for your Pizza Factory restaurant is required to 
be maintained separately from any personal forms of communication utilized by .you or your- 
principais (e.g. your personal Facebook or other social ntedia account cannot be utilized for 
communications or advertising purposes fo.r your Pizza Factory restaur^t).. You vtiU be assigaed an 
email address such as “stOrename@pizzafactoryiGOm” which will be required to be^ transferred to a 
new owner in thje, event of a sale or transfer of your, Pizza Factory restaurant You. are not pennitted 
to utilize the business comrnunicatiOn account established for ytour Pizza Factory restaurant for 
personal matters. W.e not have ^y obligation to' monitor your personal email or social media 
activity, or such aetiyity‘ on behalf of yOur employees^

In addition to the contribution made: to the Pizza Factory Advertising Fund, you, will be 
required to spend ilo jess th^ 1% of the gross receipts on local advertising and promotion of yOur 
Pizza Factory restaurant during any quaiter (any three month period). (Franchise Agreement iSectiOn 
3.06.)

The Fund is administered by our accounting and marketing’personnel under the direction of 
the direetof of marketing for Pizza Factory. We do maintain a. Franchisee Advertising Advisory 
Board (“Board”) which provides adduce and recommendations to our director of marketing. The 
Board consists of representatiyes from the various geographical areas in which Pizza Factory 
■franchised restaurants are located, must be a current franchisee in good standing, and have operated 
a firanchise open to the public for no less than six consecutive months. Each member of the Board 
wiU. serve;a term of no less than 12 ,months and is not compensated for his /her sentice.

Required Electronic, Cash Registers/Computers

Your Pizza Factory restaurant must.have a Point of Sale computer system which is approved 
by us, cUnrently the Speedline, Model Mo. 5.9; The. primary functions of this computer system are: 
cash register,, order tracking, coupon tracking, inventory control and daily Sales. The cost of 
purchasing the system, is currently approximately $7,000 to '$16,000 or leasing the system costs 
approximately $600 to $1,200 per month. (Franchise.Agreement, Section 4.06.):

Meither we nor any of our affiliates nor any particular third party is under any obligation to 
provide ongoing maintenance, repairs, upgrades or updates to this .system except we may require you 
to Update the'system for the purpose of reflecting changes in product offerings, sales: information, 
bookkeeping and inventory administration. It is estimated that the annual cost of any required 
maintenance, updating, upgrading or support contracts for this system is between $1,495 and $1,857. 
(Franchise A^eement, Sections 4.01 and 4.02.)

All Pizza Factoty franchisees must obtain and maintin continuous support services for the 
Point of Sale cornputer' systern flien approved by us to insure that the System is continuously 
updated and remains in good working order. The estimated current cost for such support services is 
between $5.00 and $2,O0O annually. Computer hardware must be updated. Ct the request of Pizza 
Factory.i However, the cost of such refurbishment is limited. Total for all refurbishments rnay not 
exceed 5% of yoiir gross receipts from, the date you open your restaurant to the date you are 
required to :rnake the refilrbishment. (Franchise Agreement, Sections 4:07 and 4:08;)
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You are required to provide Pizza Factory with independent access to information stored in 
your PQS system and provide Pizza Facto^ any access codes or other information necessary to 
allow Pizza Factory to have independent access to thit system :at any time without limitation.. You 
are also required to provide the infdrmation generated from that system to. Pizza Factory on a 
monthly basis including daily sales information., (Franchise Agreementj Section 4.1 Z;)

OPERATIONS MANUAL - TABLE OF CONTENTS

A copy of the table of contents of our Operations Manual appears as E^bit “G” attached to: this 
Disclosure,Document. Currently the Operations Manual has a total of 173 pages and the tot^ 
number of pages* devoted, to each sub ject is as follows:

TOPIC No. of Pages

The Learning Process 6

Pizza Factory Philosophy and Customer Service ’ ,5

Food Preparation, 13'

Pizza, Table Preparation 8

Sandwich Table Preparation 6

Menu Product Preparation 23

Sandwich Preparation ' IS

Miscellaneous Food Operations ;8

Store Organization 15

Maintenance, Serviemg and Cleaning Equipment 1

Food and Supply Controls 15

Advertising. 2,

POS' Computer Register Systems 1

Currency Handling Procedures T

BookkeepingProcedures . 20

.Emplo.yment Policies 2.8 '

Business Insurance 2,
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TOPIC No. of Pages

Emplpyee Safety and Information Meetings 2-

Video Arcade 1

* If the;subject appears on ariy portion of a page, it is. counted as a whole page for this table.

PIZZA FACTORY TRAINING PROGRAM

Subject Hours of 
Classroom 
Training

Hours of 
On-The-Job 

Training

Location

Opening/Closing Procedures 0 10 Oakhurst, California;,Atwater, 
California;; Red Rock, Nevada; 

Payson, Arizona
Telephone/Cbunter Procedures 0 7 Oakhurst, California; Atwater, 

California; Red Rock, Nevada; 
Payson,.Arizona

CustomerService P 10 Oakhurst, California; Atwater^ 
California;-,Red Rock, Nevada; 

Payson, Arizona
POS/Menu Product Codes :o 20 Oakhurst, California; Atwater^ 

California;. Red Rock, Neyadk; 
Payson, Arizona

Food Pfeparatibn o: 60 Oakhurst,, California;, Atwater, 
California; Red Rock, Nevada; 

Payson,. Arizona
Making and Spinning a
Pi2za

1 0 30 Ohkhurst, California; Atwater^ 
California;-, Red Rock, Nevada; 

Payson,.Arizona
Sandwich Preparation, 0 20 Oakhurst, Califomia'.Atwater, 

California; Red Rock, Nevada; 
Payson,, Arizona

Pizza Table/Sandwich
Table Cleaning sand
Roatibn of Product

0 20 Oakhurst, California; Atwater, 
California; Red,Rock,.Nevada; 

Payson,, Arizona
Pizza Out/Presentatibn 0 20 Oakhurst, California;; Atwater, 

California;'RedjRock, Nevada; 
Payson, Arizona

Adverti'sing/Digital Marketing 8 0 Oakhurst, California;:. Atwater, 
Ca:lifomia; Red,Rock,'Nevada; 

Payson, Arizona
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Subject Hours of 
Classroom 
Training

Hours of 
On-The-Job. 

Training

Location

AcGounting/Bookkeeping 10 O: Oakhursq California; Atwater, 
California; Red Rocki Nevada; 

Payspn,, Arizona
Management Training 0 IS Oakhurst, California;, Atwater, 

Califomia; Red Rock, Nevada; 
Payspn,,; Arizona

Training Kitchen 0 40 Oakhurst,, California;, Atwater, 
California;; Red Rock, Nevada; 

Payson,pArizona
Review of Operations; Manual 0 5. Oakhurst, California;.Atwater, 

California; Red Rock, Nevada; 
Payson, Arizona

Delivery/On-line Ordering 5 i 15 Oakhurst, Califomia;fAtwater, 
Califpmia; Red Rock, Ncyada; 

Payspn, .Arizona
TOTAL 23 272

At an appropriate time no earlier than 120 days prior to your opening of your Pizza Paetory 
restaurant we will provide you and any other additional person(s) with a training program as 
foUpws:

(a) An initial training program whieh will consist of approximately 295 hours .of training over a 
60 day period. Training classes are held periodically as new stores dpeh. Gurrentlyi the- 
training takes place at the Pizza Factory corporate office in Oakhurst, C^fomia as weU as at 
Pizza Factory restaurants in Atwater, California; Red Rock, Nevada; and/or Payson, 
Arizona. Training riiay also be held at the location of a, Pizza Factory vendor, Saladino’s, in 
Fresno, California- (Franchise Agreemertt Section 3.081),

(b) Classroom training will consist of approximately 23 hours. On-the-job training wih eonrist 
of approximately 272 hours in which, you will be- obserying and participating in the day-to- 
day operation of a Pizza Factory restaurant. Both classroom and on-the-job training will be 
under the guidance and assistance -of instructors, who have, no less than two years of direct 
involyement in tiie operation of a Pizza Factory restaurant. Any franchisee reqxoired to 
complete any portion of the training at the Pizza Factory office ik Oakhurst, Califomia will 
be assigned to a nearby training unit at a Pizza. Factory restaurant located in Atwater, 
Califomia; Red Rock, Nevada; and/or Payson,. Arizona (Franchise Agreement, Section 3.08'.);

(e) The officer in charge of Scheduling -and coordinating training is Bryan Ross, an employee of 
Pizza Factory with over nine years of management experience with Pizza Factory and over 
five years of training experiettCe. Actual, training is conducted by experienced training, 
personnel at each location as follows- In Fresno, C^fomia, training will be Conducted by 
Bryan. Ross whose experience is described above. In Payspn, Arizona by Rodney and GaU
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Dahlman, whose: experience includes coriducting training sessions for Pizza Factory for over 
13. years. Prior to working for Pizza Factory,, Mr. and Mrs. Dahlman worked in marketihg, 
management, and training for 20 )rears. In Atwater, California training will be conducted, by 
Joshua Holman. Prior to opening a Pizza Factory restaurant in 201'4, MEr. Holinan spent; 20. 
years: with E.J. Gr^b Winery as a Logistics Manager. He has been involved with training 
since early 2014. In Red Rock, Nevada, training will be conducted by Jaines, and Stacy 
Huffmon who have been Pizza Factory Franchisees with two locatibris ;SinCe Septernbei 
2013, in the Northern Nevada Region. Training material includes the Operations Manual, 
Training Schedule, jand .Employee Manual for store employees.

(d) The training classes are held as necessary to accommodate training of new franchisee 
personnel and providing additional training; for othersv A copy of our Training Checklist, is 
attached to this disclosure document as, E^bit A., AU trainings including any additiOrial

. training beiiig required, must be completed prior to you operiirig your' Pizza Factory 
restaurant for business.

(e) The initial franchise fee includes an initial, training program for up to two' persons. (See 
Items 5 and 7 of this Disclosure Document.) Although up to two persons may attend, the 
initial training program at the s^e tirne, there is no discQuiit or partial refund if only one 
person attends,. There: is a further charge of $3,500 for each additional person whO attends 
the initial training program at the same time, You must pay travel and li^g expenses for 
each person you send to the training program. We also provide a full training program for 
those persons who might attend during the term of the franchise agreement and after the 
new franchisee initial training is completed. The charge to attend the full training program 
after the new :franchisee initial training progratn is completed is currently $5,000 for up to 
two persons to attend. (Franchise Agreement, Section 3.08 (d),)'

(f) Either the franchisee or one of the owners or primary ptmcipals Of the franchisee (if the 
franchisee; is an entity) must attend arid cornplete the initid training program to Our 
satisfaction. You may elect to have^ additional training or additional training may be required 
if deterrruned to be necessary by us. There is: an additional charge of $500 per day for the 
Erst two; persons and $250 per day for each additional person attending the additional' 
training, the length and location of which will be determined by us: but wiU, usually be; at an 
existing and operating Pizza Factor)? restaurant in California.

(g) At any time prior to the opening of your Pizza Factory restaurant or at any time during tiie 
term of your Franchise Agreement,, we may determine that you require additional training 
which wiU be mandatory. The cost of the training will be at: tiie amount then being charged 
by the franchisor for such trtining .(currently $500 per day for the first two persons aiid $250 
per day for each additional person) and you will be responsible for aU Costs of travel, lodging 
and meals. (Franchise Agreement,, 'Section 3.08(c).) Optional training programs wiU be 
available to you either prior to opening your Pizza Factory restaurant or at any time during 
the franchise period. The cOst for such will be the cost charged at that time for training 
(currently $500 per day for the first tWO persons and $250 per day fOr each additional 
person) and will take place at an existing and operatitig Pizza Factory restaurant located in 
Califomia or at such other location "as may be designated by us including Saladino-s kitchen 
in FreSno, CaUfomia. You must pay all costs of travel, lodging and meals during the traming 
period. (Franchise Agreernent, Section 3.08(c):(e)).
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(jh)> Additional or refresher training is: occasionally offered at: company-wide and/or regional 
conferences for no additional cost beyond the cost of attending the conference.

ITEM 12 
TERRITORY

Franchise Aereement

The lo.catiori of yout Pizza Factoiy restaurant will be specified in the franchise agreement. 
Howeweti if you and we have not agreed upon the location of your Pizza Factory restaurant when 
you sign your franchise agreement, you must secure a location for your Pizza Factory restaurant at a 
site accepted by us. OUR ACCEPTANCE OF A PROPOSED LOCATION IS NOT A 
GUARANTEE THAT YOUR PIZZA FACTORY RESTAURANT WILL BE SUCCESSFUL. 
You may apply for the right to open additional Pizza Factory restaurants pursuant to septate 
franchise agreements,, but we have; no .obligation to allow you to open additional Pizza Factoi^ 
restaurants. The franchise agreement ^ants you no options, rights of first refiisal or similar rights to 
acquire addltibnal franchises.

We will not operate stores or gr^t ifranchises to operate a Pizza Factory business from a a 
physical prernises the locatibn; of tvhich is within a five (5) mile radius' qf yoiir location; and you need 
not meet any other condition or' CofttingenGy iri; order to enjoy that benefit during the tertn of your 
Franchise Agreement However, this does not prevent us or other franchisees or affiliates of ours 
from delivering, in or soliciting customers within that area whether urider the same or different: 
trademarks that we will .gtant you to use. Those: soliGitation efforts by us or other franchisees or 
affiliates can, be by Internet, telerriarketihg, local publications (telephone yellow pages) or other 
direct marketing, advertising efforts.

You win not' receive an exclusive territory.. You may face competition from other Pizza 
Factory franchisees, from restaurants that we own, or from other channels of distribution or 
competitive brands that we control.

Currently, we do 'not control or operate ainy other non-Pizza Factory business bperation 
which would compete against your Pizza Factory restaurant except: for one company-owned 
restaurant in Show Low, Arizona. Further, you do nqt receive any other' rights to acquire additional 
franchises within the five (5): mile radius of the location of your Pizza Factory restaurant and you are 
not entitled to any compensation from uS, any of our, affiliates or other franchisees who solicit or 
accept orders from customers or deliver to, customers within five (5)' miles of your Pizza Factory 
restaiirant. Howevefr you are not restricted from soliciting or ■accepting orders, from customers or 
delivering to custortiers outside of the five (5) mile radius from your Pizza Factory restaurant and 
you arid any other Pizza Factory franchisee may use other channels of distribution such as. Internet, 
catalog sales, telemarketing or other direct marketing efforts which reach outside of your/their 
assigned area.

You, may not; relocate your Pizza Factory restaurant without our prior written approval. We: 
win determine whether to approve any application for relocation of your Pizza Factory reStaurteit 
based upon several factors which may include the following: full or partial destmction of the 
building in which the franchise operates, extended periods of road qr other eonstructipn wMeh 
materially interferes with the franchise operation, loss of the: property by eminent doniairi or loss of
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possession which is not your, fault, change in character of the location sufficiently detrimental to 
your Pizza. Factory restaurant to warrant relocation or that nearby relocation may greatly enhance 
the business potential of your Pizza Factory restaurant Any such relocation must be at your sole 
expense and must not be 'Wthin .a five (5) mile radius of a;ny otiier Pizza Factory restaurant ,^d in 
substantiai eomplitoce with the Site Selection Guidelines; then being used-. We will proyide you with 
mandatory, dthov^h appropriate, pre-opening advisory services in order' tO ensure substantial 
compliance with ;all regiiirements and specifications for the opening of a Pizza Factory restaurant in 
effect aiid the Site Selection Guidelines then being used at the time of relocation. You will be 
charged for field services at the same fate then, being charged for additional trairiihg (currently |150 
per hour or |500 per day) plus the rate then being charged for administrative services ($125 per hour 
for. non-field work) plus all travel and related expenses incurred by Pizza Factory m order to provide 
those services.

Currentiy, neither we, nor any of our affiliates, operates or offers franchises, nor hasi plans to 
operate or offer franchises or other types of business under a. different trademark which either sells 
or will sell goods or services similar to those which you will.offer at your Pizza Factory restaurant.

Area Development Agreement

Under the Area Development Agreement,, we grant you the right to develop and operate; a 
specified number of Pizza Factory restaurants at locations: in a specified Development Area, subject 
to our approval. The’ Development Area may be one or more; cities, counties; states' or some Other 
defined area. During the term of the Area Development Agreement, we wiU.rtot operate or grarit a 
license or franchise tO any Other person to operate a ‘^raditiond Pizza FaGtOty restaurant” in your 
Development Area, We reserve tiae right to Operate or license; or 'franchise any other person to 
operate a Pizza, Factory restaurant (a) at any location outside your defined Development AreSj 
including immediately adjacent to the Development Area, and (b) at any Non-Tfaditional Venue 
(defined .as a location TOthin another primary business or in cOnjimCtion with,institutional arid other 
biisiitess settings, including toll .roads; hotels and motels, ships, ports, piers, casinos, amusement 
parks, ^eiiaSj stadiurris, airports, theaters, big-box retailers, building supply stores, warehouse club 
stores, colleges and, universities,, schools, hospitals, militaiy and other governmental' facilities, office 
or in-plant food service facilities,, shopping mall food courts operated by a master concessionaire, 
grocery stores, supermarkets and convenience stores and any site for which the lessor, owner or 
operator thereof must have indicated-its intent to prefer or limit the operation Of its' food service 
facilities to; a master concessionaire'or contract food service provider), even if located ■within your 
Development Area. We may (a) own or operate, and ffanchise or license others to Own or operate, 
restaurants operating under names other than Pizza, Factory at any location, and of any type or 
category at all, even, if located wititin your Development Area, and (b): produeej licensej distribute 
and market Pizza Factoiy brand named products,, and products beating other rri^kSj including food 
and bever^e products, books, elofhin:gj souvenirs and novelty items; at Or through any location or 
outlet, including grocery stOreS atid convenience stores (including if located within the; Development 
Area), and through any disttibutioii channel, at-wholesale or retail^ including by means-of mail order 
catalogs, direct mail advertising, 'internet marketing aiid. other distribution methods. Until the 
termination Or expiration of your Area Development Agreement, you retain your tight of exclusivity 
as long as you cOrnply with your development schedule and other obligations: under the Area 
Development Agreement.
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Y'ou not receive an exclusive territoiy. You may face compeldtion ftom other 
ftanehisees, from outlets that we own, or frorn other channels of distriblution or eornpetitive brands 
that, we-control.

If you fail to rneet any of your obligations under, the Area Development; Agreement, 
including the; development obligations, or commit :a material breach of any Franchise, Agreement 
that you have sighed, or a material breach of any other agreement with us, we, may terminate your 
Area Development . Agreement, but the termination of your Area Development Agreement will not 
terminate: lany rights granted under, the Franchise Agreements then in effect between you and us, 
absent a breach of the Franchise Agreement itself. After the expiration of the term of your Area 
Development: Agreement, we may own, operate, or hanchise or license others to operate additiotial 
restaurants: anywhere, without restriction, including in your Development Area, subject to the rights 
granted to you- in the ^Exclusive Area established under atiy then eristing Franchise Agreement, 
provided that, if you determine that ftirther- development of your Development Area is: desirable 
after the term of your agreement, yoti must notify us in writing, including the number of proposed 
Pizza Factory re.staurmts and the proposed development schedule, within 180 days before the 
expiration of your Area Development A^eement. If we determine that your proposed additional 
development is unacceptable in any respect, we will negotiate with you in good frith for 60 days to 
try toagree upon a mutually accepable development schedule. If w;e determine that your proposed 
additional, development is acceptable, or if you and we reach an agreement on an alternative, 
additional development obUgarion, you will have the right to, enter into a new Area Development 
Agreement and undertake additional development of your Development, Area., If you do not 
exercise your right to: enter into a new area, development agreement, we may own,, operate, franchise 
or license other(s) to operate additional Pizza Factoiy ,restaurants in your Development Area subject 
only to' the territorial rights reserved to- you in the individual Franchise Agreements.

ITEM 13 
TRADEMARKS

You wiU receive the right to operate a restaurant exclusively under the name “Pizza Factory” 
at your assigned location. You wiU also exclusively use our other current or future trademarks in the 
Operation of your Pizza Factory restaurant including the advertising and marketing activities for your 
restaurant. By “trademark” we mean trade names,, trademarks, and service; marks used to identify; 
your restaurant and currently registered to us.l We have registered the foUowing trademarks on the 
Principal Register of the United States Patent and Trademark Office (“USPTO”) and ril required 
affidavits have been filed for thesemarks:

.. ...........

PIZZA FACTORY 1523985

.......................1

2/7/1989

Renewed; 2/7/2009
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WE TOSS’EM - THEY’RE AWESOME 
PIZZA FACTORY

WE TOSS’EM - THEY'RE AWESOME

THINK PIZZA

IS IT THE SAUCE OR IS IT THE DOUGH?

mdMi

1497228

1514938

1529080

2584901

3137719

4394266

4637402

7/19/1989 

Renewed: 7/19/2008:

11/29/88

Renewed: 11/29/2008

3/7/1989

Renewed: 3/7/2009

6/25/2002: 

Renewed: 6/25/2012,

9./5/2006

Renewed: 9 / 5/2016

9/3/2013

11/14/2014

11874343
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On. December 9, 1985, we suCGessfiilly registered the words, “Pizza Factory” and the 
designation of jdie Pizza Tosser as'tradernarks of Pizza Factoiy with the Cidifomia Secret^ of State, 
Registratidn. .No. 79472, Qn DeGernbet' 9, 1985, we also .suGcessfuJly registered the . trade 
name/sldgan of “We Tosis ‘Em ^ They’re Awesome” wth the Galifofnia SCGretary of Stete^ 
.Registratidn No: 25235. Ori September 1.7, 2015, we successfully fegstered the designatidn of the 
Pizza Factory Cifele logo with the CaHfbrnia Secretary of State, Registfation Nds. 120279 and 
120280. The registrations for each mark registered twth the California Secretary of State have been 
renewed as required, remain in fuU force and effect,, and all required affidavits and renewal 
applications, have been filed.

’^du must follow our rules when you use these marks. You are prohibited from using one of 
our registered names: or marks with or without modifying words,, designs,, or symibols as part of the 
name of any corporation, limited liability company, or other limited liability entity without our 
express written consent. In the operation of a Pizza Factory restaurant, yOu may only use those 
names, marks, des^s, or slogans ^ expressly authorized by us and only use authorized names and 
marks in strict compliance with our rules. You may not use our registered name in connectidn with_ 
the sale of art nnauthdrized product or seryice or in a rnanner not authorized in writing; by ust You' 
are required td notify us promptly up.dn learning df any infringing; uses or claims by dthefs of a 
trademark dr seryice mark identieal to or confuringly siinilar to any of dur trademarks or service 
marks relevant to theit use in this state. We wiU take appropriate action to protect the marks from 
.infrihgernent by d.thers, upon being notified by you of an infringing use or clairn, but have the right 
to control how such matter is resolved (e.g. informal settlement, administrative, or court 
proceeding. Those resolutions may include informal agreements, formal settlement agreements, or 
judgments which may impact whether and how franchisees, are allowed to continue use of the mark. 
If the resolution requires modification of our marks or use of the marks, you will be required to 
comply accordingly.

There are no. presendy effective determinations by the United States Pateiit and Ttadernark 
Office, the trademark administrator of California, or any cdurt, and there is rib pending iinterfefenCe, 
bppositidn or cancellation proceeditig or any pendirtg material litigation involving oiir trademarks, 
trad? names Or service marks. There are nO agreements which limit our right to use, or license the 
use, of our ttademarks, seryice marks dr .trade names.,

We are dbligated to indemnify and protect you against clairns, of infririgement or unfair 
Gompetitidn with respect to your use of dur trademarks or service marks. We have the option of 
defending you in such litigation but, if we do not,, we will reimburse you for any reasonable costs 
ydu incur to defend against any :such claim. If we choose to defend you in such litigation, we have 
the right to control, the proceeding and you wiU not be reimbursed any amount for other legal fees 
and or other litigation costs incurred ^at your own choosing. .However, we will neither defend, 
indemnify nor hold you harmless from any use of a trademark if your use violates your obligations 
regarding the use of these trademarks (e.g.;, continued use by you of a discontinued trademark or 
unauthorized use of a mark). In the event of such a violation, you are: required to defend, indemnify 
and hold us hanriless from any such claim or litigation.

You must modify or discontinue the use of any trademark Or service tnark if we modify or 
discontinue such :mark or are required to do so by agreement, adtitinistratiye proceeding of court 
judgment. If this happens because another person or business claims Our use infringes on their mark 
or trade name or such modification of diseontinuatibn of use is: the result of a legd actionj we will
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reimburse you for your ou>of=^^pdeliet costs of eompliance only (for ex^ple, the eo^t to bhange 
signs). You must not directly dr indifeedy contest our Ownership of Pizza, Factory’s .trademarks, 
service marks, trade secrets^ Of business techniques and Pizza Factory’s right to change, modify or 
discontinue the use of our trademarks or service marks in the operation Of your Pizza Factory 
restaurant.

We do not know of any infringihg. uses in this, state that could materially affect your use of 
our trademarks.

ITEM 14
PATENTS, COPYRIGHTS AND PROPRIETARY INFORMATION

We hold no patents. On Apnl 20th, 1995, we obtained a copyright registration for its 
Operations Manual under Regisixation No. TX 4-034-939. We intend to register amendments to, the 
Nanual as needed. You receive the right to use the proprietary information included in thei Manual. 
The Manuall.is described in Item 11. On, October 18, 10,99 we updated the copyright registration by 
filing an lamendment. Registration No. TX5-07.9-854. On May 4„ 201.1, we updated the; copyright 
registration by filing an amendment. Registration No. TXu 1-754-004. On July 15, 2015, we updated 
the copyright registration by filing an amendment, Re^slxation.No. Txu 1-937-224,

Our right to, license this: copyrighted Manual Is not materially Urnited by any agreement or 
kngym infringing use. Rern 11 describes limitations bn the use of this Manual by you and your 
employees.. You must-al.sb promptly tell us when you learn abOut unauthorized use of proprietary 
infopaation contained in the Manual, We ^e not obHigated to take any iactiOn but will respond to 
this information if we think appropriate. If we decide to ad4 modify or discontinue the use of an 
item or process covered by a copyri^ht of patent, you must also do sO.

We are obligated to indemnify arid protect: you against: claims based, on your authorized, use 
of Pizza Factory’s, copyrighted material and proprietary processes and procedures. We have the 
option of defending you in such litigation.. If we choose to defend you in any such legal proceeding, 
we will have the right to; control that proceeding including the: right to settle any such proceeding on 
terms and conditions which we determine to be. appropriate in our own discretion. If we do defend 
you, you will not be; reitribursed for legal fees and other litigation costs you rnay incur at your Own 
choosing. Our sole obligation, is to reimburse you for the tangible cost of complying with this 
obligation if such is the: result of another person ox business claiming that we are violating their 
patent or copyright. However,, we ,are not obligated to defend you against ;any claim regarding yOur 
use of any proprietary item or ^process which is part of the Pizza Factory program unless, we .choose 
to do so. If we do not defend ypii, we will reimburse you fOr the reasonable costs incurred in 
litigation about any proprietary item of process, which your proper use of the PizzaFactojy program 
allegedly violates.

We know of no copyright infringement that could materially affect you with respect to use 
of the Operations, Manual. Currently, we do. not claim a propri'etary right in any other confidential 
information or trade secret: other than the information contained in the Operations Manual or 
written policies:
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ITEM 15
OBLIGATION TO PARTICIPATE IN THE ACTUAL OPERATION OF THE

FRANCHISE BUSINESS

You must designate a person as your oii-premises manager who must be at your Pizza 
Factoiy restaurant, no less than an averse of 40 hours per week We do not require that you 
personally supervise your Pizza Factory restaurant. If the franchisee is an individual,; it is 
recommended that the franchisee be designated the ompremises. manager. If the, franchisee is a 
business entity (corporation, limited Uabili'ty company, partnership, etc,), it Is recommended that one 
or more of the principals (e.g,, shareholder, member,, parmer, etc.) of the franchisee entity be 
designated the on-premises manager. However,, you are permitted to designate a non-owner/hqn- 
principal on-premises meager as the primary supervisor for yOUr Pizza Factory ;restaurant. The on­
premises manager rnust operate your business so that the^ busiiiess complies with all Oiir standards. 
,Regardless Of whether the desi^ated on-preniises manager is the franchisee, or principal of the 
franchisee, or has no ownership interest; he/she must satisfactofily cornplete the fuU initial training 
prqgrarn (see Ifern 1.1 (G)); prior to assuming those duties, It wiU be your responsibility to ensure 
that your Pizza Factory restaurant operates in coinpliance with the required operational standards 
and proGedures. However, we may Gonimunicate directly with any ownet; ptindpal, or on-premises 
:itianager regarding matters related to the operational and procedural standards; although we will not 
supervise or direct your employees.

The non-owner/non-principal on-prerriises manager cannot,have an ownership interestrin, or 
business relationship with any of our business competitors. Prior to assuming his/her duties, the on­
premises manager must sign a written agreement to maintain confidenti^ty of tiie trade secrets 
described in Item 14,, the contents of the Manual and any communications between us and your 
Pizza.Factory restaurant and to conform with the covenants not to compete described in Item 17. A 
copy of the agreement; is lattached as Exhibit 7 to the Franchise Agreement ;(E3thibit D).. if the 
franchisee is a business entity (corporation, limited liabilip^, etc.), the principal pwrier(s) must also 
sign the same agreement. A copy of all such signed agreements must be provided to us prior to 
opening your Pizza Factory restaurMt or prior to the person becoming the on-premises manager or 
a prinGipal of your Pizza Factory restaurant,,

If yoiir Pizza. Factory restaurant wiU be Owned by a corporation, limited liability company Or 
limited partnership, or any other type of business organization which provides for limited liability of 
its principal owners, ^ the principal Owners of that corporation, limited liability company, limited 
partnership Or other lirnited liability type company must each execute a personal guarantee of full 
performance of all obligations required of that business required by the Franchise Agreement and a 
non-competition agreement. The personal, guarantee form, which must be. signed is attached to the 
Franchise Agreement (Exhibit D) following the signature page.

ITEM 16
RESTRIGTIDNS ON WHAT THE FRANCHISEE MAY SELL

You must offer and sell only -those foods,, ingredients; beverages (Other than beer), and any 
other items of any nature whatsoever which have been designated and approved by us; and you may 
not offer and/or sell any other items' or provide any other servite. You must offer all goods and 
services that we- designate: as mandatory for all Eanchisees which currently comprise those items 
shown on the sample menu which is attached as “Exhibit F.” We have the right tp add additioiid
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authorized products and services that you must offer and delete items which you must discontinue. 
There are. no limits on our right to do so.

With our assistance and approval, you will establish menu prices for each item prior to 
opening your business. Pricing may vary from location to location depending upon many factors 
including the cost of ingredients, supplies, labor, rent, competition, etc. You may only make changes 
to the menu approved for use at your Pizza Factory restaurant, including prices, with' pur prior 
written consent.

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.

Length of franchise term
Renewal or extension of 
the term

Requirements for 
franchisee- to renew or 
extend

Seetipn 1.02
Section 1.03

Section 1.03

10 years.
If you have not received a notice 
of non-renewal at least 180 days 
before the term expires based on 
good cause for termihatibn, and if 
you can rene-w your lease beyond 
the end of foe initial franchise 
term, you can renew your 
Franchise, Agreement one time for 
ah, additional 10, years on foe terms 
then being offered to new 
franchisees.
We; use foe term “renewal” to 
refer to extending our franchise 
relationship at the end of your 
,initiai‘ temi (and any ofoer‘renewal 
or extension o f foe initial , term) 
and you must, at our option, sign a 
new franchise agreement foat may 
have matetiaUy different; terms and 
conditions than your original 
contract.
Unless good cause exists for 
terminatibrij you iiiust pay foe 
reriewal fee,fene'w your lease and 
sign a successor franchise- 
agreement.

:ti87#3;i.3
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g-

Termination by firanchisee
Termination by ftanchisor 
without cause
Terminanon by 
franchisor with cause'

“Cmse” defined - curable 
defaults

“Cause” defined - non- 
curable defaults

Franchisee’s obligations 
on temiiilation/noh- 
renewal

Assigriinent of Contract by 
franchisor
“Transfer” by franchisee - 
defined

Franchisdr approval of 
transfer by franchisee

None'
None:

Sections' 9,01 and 9.02

Section 9.02(a)

Section 9.01

Section 9.04

Section 8.01

Section 8.0l

Section 8.01

40
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Not Applicable
Not Applicable.

We can terminate immediately if 
default-is not curable or if you fail 
to cure a “curable?’ default ytithin 
60 days of written notice.
You have 60 days to cure: non­
payment of fees, sanitation 
problems, rion-siibmission of reports 
and other ciiTable defaults.
Appointment of receiver, assignment 
for benefit of creditors, repeated 
failure to pay fees and. other debts, 
termination of lease. Conviction of a 
felony, abandonment, trademark 
misuse. Unapproved ttansfen breach 
of confidentiaLlily, failure to timely 
assign after death of principal and/or 
more than two defaults within any 
twelve month period) see Section 
9.01 of Franchise Agreement for 
complete list
Unless we choose to acquire 
your Pizza Factory restaurant, 
then, your obligations, include 
complete deridentification and 
pajment of founts due (also 
see n, o, and r. below.)

No restriction of our right to assign.

Indudes transfer'.of contract or 
assets or ownership change, or 
bringing in. new shareholder, 
partner, etc. Also includes 
cqnyerting a sole proprietorship 
into a partnership/co^otatibn/ 
limited liability company.
We have the right to approvCiall 
transfers but-wiU not unreasonably 
vdtiihold approval.
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m. iConditioiis for ffmehiso'r 
approval of transfer

Franchisor’s, right of first 
refusal to acqtdre 
franchisee’s business
Franchisor’s option to 
purchase franchisee’s 
business
Death or disability of 
franchisee'

Non-competition 
covenants during the 
term of the franchise

N on-competition 
Goyenants after the 
franchise Is terminated or 
expires or upon sale or

Section 8;01

Sections 8.01 and 9.03

Sections 8.01 and 9.03

Sections 8.01 j 9;01,- and 
9.03

Section 4.16

Sections 4.16 and 9.04

New franchisee qualifies, then 
current- transfer fee paid, purchase 
agreemerit approved, new 
firanchisee, training completed, 
release signed by you, all sales and 
escrow docunients disclosed and 
Current agreement signed by riew 
firanGhisee, siSpjhg ofiperSonal 
guarantee by you and/or new 
franchisee if applicable and an 
update of decor/equipment to 
current requirements: (^so see r, 
below.). '
If the Franchise Agreement was 
signed pursuant to an Area 
Development Agreerhent, all 
Franchise Agreerhents must be 
assimed to die' same assignee.
Upon termination of the, franchise, 
at end of term, upon ;sale or prior 
to tiarisfer including after death.
See n, 4bove. Upon termiriatiori of 
the franchise or at the end of term,

Your interest must be assigned to 
an approved buyer; twthin 12 
rnonths if we do not exercise: Our 
right of first refiisal or option to 
purchase.
No iiivolvement by franchisee or 
principals in Cortipeting business: 
No inyolvement. by rion-principal, 
employed managers in competing 
business during term of 
employrrient"or for 18 months, or 
within five miles; of any Pizza 
Factory restaurant, after 
emplOyrnent ends:
No competing business for five 
years within five miles of any Pizza 
Factory restaurant except for the 
restaur^t 'then being, operated if

Revised'4/20t8
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assignment of franchise

.Modification of the 
agreement

Integration/merger clause

Dispute resolution hy 
arbitration or mediation
Choice of forum

GhoiGe of law

Sections l0;09,, 4.07, 
and 4.08

Section 10.07

None

Section 10.10

Section i0i02

Within fivemiles of a Piz2a Factory 
restaurant.
No modifications generally but 
specifications, product, equipment 
and interior/exterior decor package 
may be changed, subject to certain 
.limitations,.
Only the terms of the Franchise 
Agreements and General Security 
Agreement are binding (subject to 
state law). Any representation or 
promises made 6utside‘ the 
tiisclosure document, the 
FranchiseiAgreement, and the 
General SecurityAtgreement may 
not be enforceable.
Not Applicable.

Litigation must be in . Madera 
County, California.
California law applies.

This table lists certain important provisions of the Area Development Agreement. You 
should read these provisions in the agreement attached to this disclosure document.

» r ■
. H «• -

, » V » «

a. Term of the license .§'4.1 Typically 5 years or until you sign a Franchise 
Agreement for your last Pizza Factory restaurant 
necessary to satisfy your development obligation, 
whichever.is; earlier.

Revised .4/2018
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JSecao|ii. Area

b, Renew^ of'extension 
of the term

§§2.4 and 4,2 You do notbave fhe< right to renew your Area 
Development Agreement. HO'weyeri.if we 
determine fhat fhrther development of your 
Development Area is: desirable, if you are in good 
Standing and you are not in default under your
Afea Development Agreement, we wiU offer you 
the opportunity to develop additional Pizza
Factory restaurants. Unless we consent, you may 
not open more than the; total number of Pizza 
Factoi^ restaurants comprising your development 
obligation.

G. Reqtiirements for you 
to renew of .extend

§§ 4.3 and 4.4 We'use the term “renewal” to refer to extending 
our franchise relationship at the end of your initial i 
term, (and any other renewal or extension of the 
initial term) and you,must, at. Our option, sign a 
new area deyelopment agreement'that may have 
materially different terms and conditions .than your 
original contract.

You must sign a new area deyelopment agreement 
on our then current»form„ which will contain your 
additional development obligation. You sand your 
affiliates who have a currently ebsting franchise 
agreement or area development agreement with us 
must sign a general release,

d, Termihatipfi by you None Not Apphcable.
e„ Termination by Us 

tdthput Gause
None Not Applicable.

f. Tefminatibh by Us. 
with cause

§■9.1 We can terminatetif you or any of your affiliates 
materially defaultunder the Area Development 
Agfeemenf, an individual Franchise Agreement, or 
any other, agreement with us or any of our 
af^ates.

g. “Cause”
defined - defaults 
which can be cured,

§9-l

r

1

You have 5 days following ^yritten notice of the 
default, provided that in the'case of a breach or 
default in therperformance of your obligations 
linder any franchise agreement or other agreement, 
the notice and cure provisions of such, agreement 
will control,

b. “Cause”
defined - defaults 
which cannot be 
cured

§9.1 Non curable defaults include; unapproved 
transfersj failure to meet development obligations, 
any breach of Confidentiality or’unfair Competition 
provisions.

Revised 4/20l'8
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i. Yoiir obligations on 
termination/non- 
renewal.

j; Assignment of 
contract by Us

k, “Transfer” by 
you T definition

1. Qur approval of 
transfer by you

til. Conditions for our 
approval oftransfer

Deveioprrient

§4.5

§ 7.1

§;7.3

§7.3

§§ 7.2 and 7.3

1 4

You -will have no further right to develop or 
operate additional Pizza FactoryTrestaurants which 
are not, at the time of termination, the subject of a 
then existing, Franchise Agreement between you, 
and us. You may contihue to own and operate all 
Pizza Factory restaiirarits pursuant to then-eidsting 
Franchise Agreements.
No restribtiOn on our right to .assign;

iHcIudes transfer of the agreement Or change in 
ownership of a fr^chisee which is an entity.
Transfers requite-our express written consent, 
which cprtsent may be-vyithheld for aiiy reason at 
ail in our sole judgment.
Except as described below, you may not transfer 
your Area Development Agreement or any 
Franchise Agreement signed pursuant to the Area 
Development Agreement except with our written 
conseht and a simultaneous assighmeht of ihe 
Area Development Agreem ent Sind all Franchise 
Agreements signed pursuant to tiie Area 
•Development Agreement to the same assignee. 
With our written consent; you may transfer a 
Fr^chise Agreerherit to ah entity of which you 
directiy own 100% .interest for convehiehce: of 
ownership. If the new franchisee; is a, business 
entity, all holders of a 10% or greater interest in 
the new franchisee must sign a guaranty. You 
haust reimburse us for aU costs and expenses that 
\ye .incur in conneetioh with such a transfer, 
including attorneys’ fees.
At our election, the assigneermust; sign our then 
current form of franchise agreement for each 
Pizza Factory restaurant then developed or under 
developmenfi,
Before sh^es of a' franchisee which is a. business 
entity may be offered by private offerii^, you must 
provide us with copies of all offering’materials; 
indemnify-us, our Affiliates, officers, directors, 
shareholderSj parmers, agents, representatives, 
independent cOrifractofs, servants and employees 
of each ih conneetion, with die offeririg; .and pay us 
a non-refundable |5,000 fee to reimburse us for 
our costs and expenses associated with reviewing
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7.. ■ the proposed offering;
n. Oiir right of first-: 

refusal to acquire 
your business

§7.3 We caii^ rriatch any offer for your business.

0. Our option to 
purchase your 
business

N/A Not Applicaible.

p. Your death or 
disability

§§ 7.3 and 9.1 YouTi heirs have 60 days after your death or legal 
incapacity to assign the area development 
agreement to a person acceptable to us. See also 
“m” above.

q. Non-competition 
covenants during the 
term of the franchise

§8.1 Unless we otherwise consenq you can not engage 
in “Competitive Activities” defined as: (i) owning, 
operating, lending tq, advisittg, being employed by, 
or hayiilg any financial interest in; any restaurant
10% or more of whose gross receipts is derived 
from the sale of pizza or pasta, -other than a Pizza 
Factoiy restaurant operated pursuant to a validly 
subsisting, franchise agreement with us, or (ii) any 
business that Specializes in developing, owning, 
operating or franchising restaurants 10“/o or rnOre 
of whose gross receipts is derived from the sale of 
pizza or pasta, or (iii) any business engaged in the 
preparation, production or sale, at wholesale, of 
any pizza or pasta food product., “Competitive 
Activities” does not include the direct or indirect 
ownership solely as an investment, of securities of 
any entity which are traded on apy national 
securities exchange if applicablei owner thereof (i) 
is not a controlling: person of, or a member of a 
group-which controls, the entity and :(ii) does noq 
directly or'indirectly,, own 5% or more of any class 
of securities of the entity.

ii Non-competition 
coyehaiits after the 
franchise is terminated 
or e:qDires

§8.2 Except, with our express written consent, no 
involvement in any Competitive Activities, as 
defined above, for 24 months or within 5 miles of 
,any then-existing Pizza Factory restaurant.

si Modification of the 
a^eement

§ 11.9 The agreement may be modified only by written 
agreement between the parties.

t. Integration/merger 
clause

§11.9 Only'the terms of the area developrrient agreement 
are binding, (sub)ect:to state law). Any 
representations or promises outside-Of the 
disclosure document and area development 
agreement may not be enforceable.
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u. Dispute resolution by 
arbittation pr 
mediation

v:. Choice of forum

W;. Choice ©f law

■fDevelbpriient ““ "
J|;re4mtnl-, | «|

§ 11.17

§11.15

§ 1.1.8

|S^ninia^." i I , • i »
-■ i » w \ « » »■*

You and we agree tP attempt to resolve any 
dispute pursuant to binding arbitration by Judicisd 
Arbitration and^Mediation Service, Inc. or its 
successor held in the county in which our 
headquarters is located.
You and we agree to attempt to resolve any 
dispute-pursuant to binding arbitration by Judicial 
Arbitration and Mediation Service, Inc. or its 
successor hdd in the county in which our 
headquarters js located.
California, law applies, except;,for the provisions 
respecting, non-eornpetitipn, which are .governed 
by the law of the state in which you will operate.

ITEM 18
PUBLIC FIGURES

We do not use any public fibres to promote this franchise.

ITEM 19
Financial PERFORMANCE representations

The Federal Trade Cotnniissibn’s Franchise Rule permits a Franchisor to provide 
information about the actual or potential ;fintocial performance; of its franchised and/or franchisor - 
owned restaurants, if there is' a reasonable basis for the information^ and if the information is 
included iii the Franchise Disclosure Document. Financial performance information that differs 
from that included.in Jtem 19 may be .given only if: fl) a franchisor provides the actual.records of an 
epstihg restaurant you are considering buying; or (2) a franchisor supplements the infonfiatibn 
provided in this Item 19, fOr exarnple, by providing information about possible performance at a 
particular loCatipn Or under particular Circurnstances.

This financial performance representation discloses historical financial information for the 
92, franchisee owned and 1 cOrnpany Owned restaurants that; were open and in operation fbr 12 full 
calendar-months as of the last day of the applicable fiscal period and were at least 1,800 square feet 
in size. The historical gross; receipts .information was for .calendar year 20l7 and the cost of goods, 
labor and, rent cost information was based on the 1,1 months ended November ,30, 20l7. There 
were (a) 12 restaurants under 1,'800 square feet operating during these periods, and (b) 1 restaurant 
that was in operation less than 12 full months. Except as noted below, aU of the restaurants, offer 
delivery service. Pizza Factory has excluded restaurants under 1,800 squpe feet because those are 
not the preferred or recommended model. The table below also refleGts the nuniber of restaturants 
that were.open for more than 10 years in each segment,

Franchisee Owned Restaurants

Reviiied'4/20i'8
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All
Restaurants High Med Low

Grp^s Receipts Range $207,065 - 
: $2,211,229

$799,589,-
$2,211,229

$540'972- 
_ $789,235

$207,065-
$532,826

Number of.Restaurahts Greaterthan 1‘@’0 sq ft. 92 30 31 31
% of Restaurants Greater Than,1,800 sq, ft. 100% 32% 33%. 33%
Restaurants open, longer, thm 10 years : 73 (79%) 22 (73%) 24:(77%). .27 (87%)
Average Gross Sales 1706,878 $1,097,558. $643,905 ' $391,772
Median Gross Sales $632,673. :$1,013,100' $633,536 $428,797
Number / Percent Above: Average ' 37 (40%); 9 ,(30%) 12 (39%) 17 (55%),

. Average Cost of Goods Sold, (as a percentage of 
gross receipts) 27.1% .27.4% 27,.0% 26.8%
Average Labor (as a, percentage of gross receipts) 25.8% ,25.’7%,! 23.7%, 28.1%
Rent; (as a percentage of gross receipts) 7.4%, 6.2%, 8.1% 7.9%

Company Owned Restaurant
Gross Receipts $801,057
Number of Restaurants Greater than 1800 sq ft; 1,
% :pf Greater Than 1800 sq. ft. 100%
Restaurants openlonger than 10 years; 1 (100%)
Average Gross Sales, $801,057
Median Gross Sales $801,057
Number / PetCeiit Above Average 1 (l00°7o)
Average Cost of Goods Sold (as a percentage of 
gross receipts) 25.8%
AyerageXabor (as a percentage of gross receipts) 29=0%
Rent (as a percentage of gross receipts) 6.8%
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All Restaurants

Gross Receipts Range
Number of Restaurants Greater than. 1800 sq ft
% of All Stores Greater than ISOO sq ft.
Stores open longer than 10 years
Average Gross Sales
MedianjGfosS' Sales
Nurnber / Percent above Average
Average Cost of Goods (as a percentage of gross 
receipts)
Average Labor (as a percentage of gross receipts)
Rent (as a percentage of gross receipts)

All Stores
$20.7,065 - 
$2,211,229

100%
lA (80%)
$707,890
$633,5'36
38 (41%)

27.0%
25.9%

7.4%

High
$799,589-
$2,211,229

33%
23(74%)

$1,087,994
$1,011,226

10 .(32%)

27.3%
25;9%

6.2%

Med
$540,972 - 

$789,235

33%
24(77%)
$643,905:
$633,536
12 (39%)

27.0%
23.7%

8.1%

Low
$207,065 - 

$532,826

33%
27 (87%)
■$391,772.
$428,797
17 (55 %)

,26.8%
28.1%
7.9%

Some nonrfranchised restaurants have earned these amounts. Your inditddual restdts 
may differ, There is no assurance that you will sell as much. YOU SHOULD 
UNDERSTAND' THAT PAST RESULTS ARE NO ASSURANCE AS TO FUTURE RESULTS. 
ACTUAL; RESULTS WELL, VARY FROM RESTAURANT TO RESTAURANT AND FROM 
MARKET TO MARKET AND NO ONE (INCLUDING PIZZA FACTORY) CAN RELIABLY 
ESTIMATE OR PROJECT THE RESULTS OF OPERATION OF ANY PARTICULAR 
RESTAURANT. YOU SHOULD NOT ASSUME. YOU WILL, ACHIEVE THE SAME 
RESULTS, AS SHOWN ABOVE. Included among the factors that can affect results (and may be 
reasons why your results may differ from those reported),, are the type of location and market in 
which a restaurant operates; the. restaurant’s size; the length of time that .a restaurant has been open 
and qperahng in a market; visibility; type of location (e.g.„ end cap, stand-alone, or in-line); traffic 
count, accessibility and available parking, ease of ingress and egress;; hours of operation; local tastes; 
climate, weather, and seasonality; whether the restaurant offers delivery service; general economic 
conditions; menu priciiig decisions; governmental, regulations of production and sale of alcoholic 
beverages; whether the: restaurant serves any alcoholic beverages; existing and potential competitipn; 
the. background, skills, and qualifications' of the franchisee and its staff and, adherence to Pizza 
Factory’s standards; the level of existing and continuing brand awareness and acceptance in the 
market; the level of maintenance; visibility of signage; population, density, household income, and 
other demographics, Ah of the restaur^ts .reflected in this Item 19 .offer and sell beer and wiiie. 
Some of the restaurants are located in seasonal' or tourist destinations, or pear governmental or 
military installations. You shOtdd consider aU of these (pid o.thCr) factors and determine if the 
restaurant results reported are really comparable; to the restaurant that rnay be operated by you.

The mfOrmation presented ,is: based on Pizza Factory’s internal ;financial data, the unaudited 
financial data arid records; of PiZza Factor5r’s, affiliate(s), and self-reported and unaudited and 
unverified records, of Pizza Factoiy% franchisees. We have not audited or verified figures or reports 
provided by franchisees nor have we asked questions of the submitting fi-anchisees to determine 
whether the information provided to us; is in fact accurate and complete, Hthough we have: no
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reason tO' believe it js unreliable. We do not know whether the infoniiation was prepared consistent 
with generally accepted accounting principles. All of the restaurants: used in this Item 19 offer 
substantially the same products and services to their customers.

It is possible that the character of these existing restaurant locations may be materially 
different than where you plan to do business. Location, competition, consumer tastes, economic 
conditions, government regulations, and other factors may change over time and could impact 
(positively or negatively) on your results in: the future. You, should,, before malting any investment 
decision, carefiiUy examine any location you might choose, together with the surrounding area,, 
including an analysis of e^tistihg and potential GOrnpetition, and public acceptance of the products 
offered by restaurants, as well as other: characteristics of the area and community you will serve. 
Sdes in markets in which Pizza Factory has no prior brand recognitipn are likely to be lower thhi 
markets in which Pizza Factory is weU.known.

.Success; in iiioSt businesses depends^ in large part, on your personal efforts and your 
marketing,, operational, fihaiicial, administrative and other skills, and your active participation in the 
daily affairs of the business and many other factors. You should determine the level of personal 
effort you can commit to the ;operation of your restaurant and whether you possess the skills that 
may contribute to your being successful.

This Item 19 is provided as reference information only for your use with other information. 
Pizza Factory does not intend for it to be used as a statement or forecast of sales that may be 
achieved by a. franchised restaurant. Pizza Factoiy urges you tO develop your own business plan, and 
consult with your financial, business, tax, accounting, and legal advisors about the information 
contained in this Item 1,9.

THE FINANCIAL PERFORMANCE REPRESENTATION FIGURES DO NOT 
REFLECT THE all COSTS AND OPERATING 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 YC)U WILL INCUR IN OPERATING YOUR PIZZA 
FACTORY RESTAURANT. FRANCHISEES OR FORMER FRANCHISEES, LISTED IN THE 
DISCLOSURE document, MAY BE ONE SOURCE OF THIS INFORMATION. The 
following is: a non-exclusive list of the types of expenses one of Pizza Factory’s franchisees may 
•incur: (1) labor costs, including taxes and benefits; (2) cost of goods sold; (3) advertising and 
marketing expenses; (4) construction, maintenance,, rent, utilities, trash collection, common area 
maintenance, and other charges to occupy your premises; (5) training costs; (6),; costs of 
maintenance, insurance,, security, and supplies; (7) iiiitial franchise arid design fees, royalties^ 
marketing fees, and local advertising expenses; (8) debt service; (9) professibnal fees; and (10) t^es; 
You may incur other costs. The expenses you may incur vary from restaurant to restaurant and in 
different market areas.

THIS INFORMATION IS BASED UPON PIZZA FACTORY’S ACTUAL AND PIZZA 
FACTORY’S AFFILIATES’ EXPERIENCE AND EXPERIENCE OF CERTAIN OF PIZZA 
FACTORY’S FRANCHISEES. PIZZA FACTORY DOES NOT REPRESENT THAT ANY 
FRANCHISEE CAN EXPECT TO ACHIEVE THE. SAME. FINANCIAL RESULTS. 
ADDITIONALLY PIZZA FACTORY DOES NOT REPRESENT THAT'ANY FRANCHISEE 
WILL DERIVE INCOME THAT EXCEEDS THE INITIAL FEES OR INVESIMENT IN A
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I^STAURANT. YOUR SUCCESS WUX pEEEND; LARGELY ON YOUR ABILITY AND 
YOUR INDIVIDUAL FINANCIAL RESULTS ARE LIKEEY TO DIFFER FROM THE 
REVENUE RESULTS DISCLOSED ABOVE.

Substantiatidn of the data used ih; pfepaiing this Item 19 Fihaneial, Peifprm^ce 
Representarion wiU be made available to you on reasonable request:

ITEM 20
OUTLETS AND FRANCHISEE INFORMATION

Table No. 1
System Wide Outlet Summ^ 

For Years 2015 to 20171

fliFranchised

Company Owned

Total Outlets

2015;
2016
20,17
2015
2016
2017
2015
2016:
2017

ih' aWtdF

108
HI
no

111.
113
111,

111

no.
105

113
111
106

+3

-5.

+2
-2
-5

Table No . 2
Tr^sfers of Outlets from FranGhisees to New Owners (O^er dian the Franehisor)

For Years 2015 to 2017:

Year
California 2015 4

2016 4
2017' 2

Idaho 2015 1.
'2016 0
2,017 0

Nevada 2015 0
2016 2
^17 1

Washington 2015 2
2016. 2
2017 1
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Tot^s 2015 7
2016 8
2017 4

Table No./3
Status of Franchised Outlets 

For Years 2(515 to 2017:

^^|ioris
..d

.Ceased ffis‘

1H1' ' 77'

g1, lit 1
5k .. i jllF Vr*
Arizona 2015 4 0 0 O' 0 4

20,16 4 0 Q ■ 0 0 0 4
2017 4 0 0 i 0 0 0 4

CaUfornia 201^ ' '71 ; ,2 1 0 0 0 72
2016 72 2 ■ 0 1 0: 0. 73
201,7 7-3 1 1 0 0 2 71

Idaho 2015 9 0 0 0 0 0. 9
2016 9 ■ 0 0 0 0 1 8
2017 8 Q 0 0 0^ .0 8

Nevada 2015 14 ,2 1 0 0: 0 15
2016 15 0 2 0 0 0 13

,2017 13 0 0 0 0 1 12
Oregon 2015 ' 0 1 0 0 0 0._ ^ 1

2016 1, • 1 0 0 0 0 2
2017 2 0 2 0 0 0 0

Washington 2015 10 0 0 0 0 6 10
'2016 10 0 0 0 0 0 10
2017 10 ' 0 0 0 0 0 10

Totals 2015 108 ^ 5. 2 0 0 0 111
2016 111 3. 2 i 0 1 110
2017 110 ; 1 3 0 0 3 105

•1187^34.3
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Table No. 4
Status of Company-owned Outlets 

ForYears 2015 to 2017;

Table No. 5

Projected Openings as of December 31, 2017:

■T:;'
Oii^^

-- m pHEo
Arizona 1 ,2015 1 0 0 1

2016 1 0 . 0. 0 0 1
! 2017 1 0 0' 0 0 1

Idaho ,2015 1 0 0 0 1 . 0
2016 0 0 0 0 0 0
2017 , 0 . 0 0 0 0 0

Nevada i 2015 0 0 0 0 0 O'
1 i2016 .0 0 1 1 o: 0

2017 0 0 0 0 0 0,
Totals 2015 3 1 0 0 1 0 2.

2016 2 0 0 0 1. 1
2017 1 0 1 ' 1 0 1

®tll—ip;
Arizona. 0 1 0

Ctffomia 0 1 0

Idaho- 0 1 0

Nevada 0 1 0

New Mexico, 0 1 0

Texas 0 3 0

Washington 0 1 0

Wyoming 0 1 0
Totals 0 10 0

Readied 4/2018
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A list of the names and addresses of our current franchisees is: attached as Exhibit “B” to, 
this disclosure document. This list is effective as of December 31, 2017.

There were no franchisees that were nomoperaldonal as of December 31, 2017 and are not 
ineluded.on Exhibit “B” attaGhed fp tiiis Disclbsure; Doeument,

As ofDeeember 31, 2017, Pizza Factory operates one cOrnpany owned, store in,Show Lqw,. 
;,Mzona.

The naine, city and state, and current business telephone hurnber-, or if unknown, the last 
home telephone number of ever}' franchisee who had a restaurant terminated, canceled, not 
renewed, or otherwise yoluntafily or inydluntarily Ceased to do business uiider the Franchise, 
A^eeiiient. during the most recently completed fiscal year or who has not communicafed with Pizza 
Factory within ten weeks of this disclosure docioment issuance date is, also listed on Exhibit “B” to. 
this disclosure document. If you buy this franchise, your contact information may be disclosed to 
other buyers“when you leave the franchise system.

Pizza Factory does not generally require* .its franchisees to sign any Confidentiality clause 
restricting their ability toi speak openly .about their iexpetience, with Pizza Factory. However, the 
Franchise Agreement prohibits any current or former franchisee from disclosing’ trade secrets and 
other proprietary information. In some instances. Current and former franchisees .sign provisions 
restricting; their ability to speak openly about their experience witii us. You rnay ytish to speak with 
current and former franchisees, but be aware that liot all rsuch franchisees will be ,fole to 
commuriieate with, you., During the last three ye^s, we lare riot awafe that any of our current or 
former franchisees have sigried a coiifidentialty agreeirient other than the Franchise. Agreemeiit-and 
agreements which only requite that trade secrets and other pipprietary information be kept secret. 
However, Pizza Factory has resolved conflicts, with certain former franchisees by a settlement 
agreement which may have included a provision requiring that the terms of the settlement remain 
confidential.

We ate not awate of any franchisee organization or association which has been formed and 
which pertains or relates to the franchise system beingoffered.

ITEM 21
FINANCIAL STATEMENTS:

Our audited bailee Sheet and profit and loss statement for the years ending December 31, 
2017, December 31, 2016, and December* H , 2013, are attached as “E^bit G.”

ITEM 22 
CONTRACTS:

Attached as Exhibit D is a, copy of our current form of Eranchi'se Agreement and its 
Exhibits:

• Guaranty arid Assumption of Franchisee’s Obligations (remove if not applicable) 
Security Agreement

• UCC-1 Financing Statement:
• Opening Checklist
• General Release
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• (Option) Purchase Agreement
• Guaranty and Assumption of Franchisee’s Obligations (By Assigning Franchisee 

Floldihg Note Erorn, Buying Franchisee)
• Non-CpmpetitiQn, Unfair' Gompetitipn,, Etc.

Attached as Exhibit E is a copy of pur current form of Area Development Agreement.

ITEM 23 
RECEIPTS

You will find copies of a detachable receipt in Exhibit I at the end of this disclosure documeht.

The remainder of this p^e is blank.

Revised 4/2018
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BIZZA FACTORY, INO. 
TRAINING CHECKLIST

Name of FranGHisee/Tfainee. 

Training Locatipn_________

_FranGhise Lbcatioh,

..Date trainiEg started,. .Ended.

_i. Opening Procedures / Chapter 2 - Checklists in SOP - Section F in, SOP 

_2. Telephone /Cotinter Procedures - Chapter 2 - Page #27 m SOP 

_3i Customer Service/- Chapter 2

_4. Menu Product Codes - Chapter 2 - Section F - Page #112 - 114 in SOP 

_5, Food PrepMation ineluding;

Sectiori A in SOP

_Dough 
_Garlic Bread 
_MeatbaUs,
_Pizza Sauce 
_Sausage 
_Spaghetti Sauce 
_Lasagna 
_Ravioli 
_Fiesta.Meat 
_Chieken Fajita Meat
.^Salad Bar;prep/set up

Section B in SOP

_Vegetables
Meats
Cheese

Section C in SOP

_!Sandwich Prep 
_Sandwich Meats / weighed 
Provolone Cheese

_6. Pizza Table / Sandwich Table Cleaning & Rotation of Product

SMOIPOGSM 187462.1
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_7. MakuSg and Spinning of Pizza-^ Section D in SOP 

_____Doiigh Weights
_Pfeparatipn of Specialty Pizzas
_Caizone
_Soup & Ghili
.Chicken Wings
.Specialty Salads
.Pizza Bread
.Breadsticks #1 & #2

^8.. Sandwich preparation - Section E in SOP 

_9., Miscellaneous Operations —Section F in SOP

.Beverage Hookups— Beer / Coca Cola Sendee #800-241-COKE
^Oven Operation
.Store Org^zation./ Checklists
.General mainteriMGe- / Regular Cleaning
.Prep Checklists
_Equipment;maintenance / Temperatures of Equipment 
.Food Ordering-and Proper Rotation / Control of food costs: 
.Autiiorized Food List and Approved Vendor, List 
.Ordering of W/W Seasonings

.10. Advertising—Chapter 3 of SOP

_____ Discounts:
- Approval of Advertisement 

,_____Marketing / Promoting local community
.Marketing / Decor in store

1L Aecounting / BoOkkeepitig — Chapter 3 Of SOP

_POS Systena Procedtires
_Gash Drawer Set-up / Closing out of POS System
.^Daily Blue Sheet training & deposits
_End of Month paperwork to CPA - Yellow Sheet
_Bo6kkeeping Procedures
_Inyentoty

.12. Management Training

_Empioyment Policies
.^Labor Laws- - Posting
^Child Labor Laws<—Work Permits
_Serve Safe FoOd Certification
_ABC.Laws
..fliting/ Scheduling / Labor Costs 
.^Delivery

SMOipOGSU-l 87462.1



After, at least 250 hours of Gaining at this ttaining :stGre location, this certifies that the 
above-mentioned trainee has a good working knOwle4ge of ^ of the above items.

Franchisee / Trainee 

Date signed:.______

Training Director, Pizza, Factory Inc. 

Date signed;______________ -

To the Tr^ner:

Write a brief synopsis of your training experience, providing corporate with their strengths 
and areas needing improvement.
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TRAINING CURRICULUM

WEEK ONE

Food preparation at Saladino’s kitchen

WEEK TWO

Food Prep^atibn continues at training store

DATE

DATE

1.
2.

Hands on piz2a. makiHg; 
Hands on pizza table prep; 
Cheese--Onions Gms _MushrQgrns_

4.
5.

Hands on sandwich side and sandwich prep:
Slice MeatsSlice. cheese_,:Slice lettuce:Slice
tonaatoes_______ Make, Siib MeMs
Daily POS set up: ________ ________ ________
Close out register and fill.out blue sheet _____ - _____
Blue Sheet (Daily Report) for Corporate
General equipment and store maintenance .
Ovens Cleaned: ,_____
Hob^ condensers', fans, etc. _____

WEEKTHREE

Food Preparation continues at training store
1. Hands on all pizza side & pizza food prep:
2. Hands on order taking & phone procedures:
3. Hands on oven operation during buaer time:
4. Repetitibn on aU recipes:
5. Store inventory.
6. Food and supply ordering: procedures:
7. End of month closing & bookkeeping
8. (Daily Sales Report)
9. Marketirig promoting the cominunity:
10. ;Advertising — In store marketing;

WEEKFOUR

Food Preparation continues at training store
1. Review and hands on operations of the store.
2. Final evaluation begins
3. Discuss new store decor (if applicable)
4. Assistance -vtith rnenus
5. Ordering food supply
6. Scheduling - Management training-Labor Costs
7. End of Month bookkeeping
8. Daily bookkeeping procedures & close out POS

DATE

DATE
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WEEKFrm. DATE

Training at a delivery store and visit other stores in area., 
1. observe 

,2'. Work

WEEK SIX

Traihitig at Pizza, Factory, Inci Office
1. Final evaluation and critique: of operations
2. Important monthly Dates to Remember

A. T\-Call in payroll ______
B. 10* - Monthly books to accountant.
C. 12*- Order Sierra Seasoning 
D; 16* - Call in payroll
E. 30* Or 31®' - Deduct Roy^ty & Ad Fee from previous month.

3. Estimated Opeiting Date;: ^_____
4. Sign off training, checklist & send to corporate.
5. Send corporate written training , critique & sign off sheet.
6. Review of Bookkeeping & Marketing.

Revised: 3/20B
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Exhibits
Current List of Existing Ersmchisees'
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PIZZA FACTORY, INC.

FRANCHISED RESTAURANTS AS OF DECEMBER 31, 2017

STORE CONTACT ADDRESS TELEPHONE

ARIZONA

BUCKEYE-#’64 Gary & Regina Nunes 21765 W. Yuma Rd., Ste. 103 
Buckeye, AZ 85326

623/691-6333

.PA'fS.ON'#29 Rodney & Gail
Dahlman

238 E. Hwy 260 #154
Payson, AZ 85541

'928/474-1895

SHOW LOW #6 Darren Warrick lOO N. li^te Mbuntain.Rd.
# 103, Show Low, AZ 85901

’928/537-7771

W0LXIAMS#90 Tony and Velma 
Wortner

214 W. Route 66; ^P.O. Box.323 
Wil]idBS„AZ ;86046

928/635.3009

CALIFORNIA

ANZA#'144 Jordan Gitlin,
Bob' & Mary J ane RiVa

56030 Highway 371 
•PiO. Box 390987
Anza, GA 92539

951/389-6155

APPLE VALLEY 
#134

Val & Maria Diniz- 12275 Apple VaU^Rd.,
Apple VaUey, CA 9230B

760/247-7477

ATWATER #57 Josh &,AUysoii
Holman

1300 ComrnerGe Ave
Atwater, CA 95301

209/357.5700

BISHOP #41 Martin West;
Matt.& Bret West

970 Nb. M#n St
Bishop, CA 93514

7,60/872.8888

CAMERON
PARK #32

Dan Neher 3421 Coach Lane
Cameron Park, CA 95682

530/677-3611

CARMEL #110 Alvaro & Fehcitas 
Carreno

26135 CarmerRancho #D, 2A 
Carmel, CA 93922

831/626-5432

CASTAIC#‘72 Angelica Flores. 3l729 Castaic Road,
Castaic, CA'9l384

661/702-9990

CHESTER #45 Mike & Laura Kincaid l97Mdn St.,TP.O. Box 733
Chester, CA 96F20

530/258-3155

COLFAX #19 Jason Daley 555 S. Auburn St., Ste. D
Colfax, CA 95713

530/346-8788

Corcoran: #1 Troy Van Velson llnmi’tley
Corcoran, CA 93212

559/992-3148

DENAIR#118 Kevin & Lorinda.
Megee

4326 Main St.
Denair,CA 95316

: 209/634-2565

DOS PALOS #2 Fem^do Garda,
Robyn Wiener-Garda

1516 Center
Dps Palos, CA 93620,
*P.O. Box 68
Firebaugh, CA 93622

209/392-6124

DUNSMUIR#3- Gary & Jeannie .Rogers 5804 Dunsmuir Ave, =!‘P.'0. Box 95 
Dunsmuir, CA 96025

530/235-4849

.tl'414733.1



STORE CONTACT ADDRESS TELEPHONE
FIREBAUGH#4 Fernando Gafeia,

Robyn Wierier-Gafda
999 ‘O’ St, *P.O. Box 68
Firebaugh, GA 93P2

559/659-3009

FOWLER #5 Tim &, Denise Hamblet 133 South 6th, ^PO Box 178
Fowler, GA 93625

559y834-36l4

FRENCH
VALLEY #77

Bob &Mary. Jane^Riya 30676 Benton Road
1 Winchester, CA 92596

951/92G3100

FRESNO #7D Heman Patel 7775 NEirst Street
Fresno, CA 93720

559/447-9500

FRIANT#'6A Kari & Kathy Ley,
Ryan Ley

17836 N. Fritot Rd. #A
Friant, CA 93626

559/822-4288

GROVELAND
#23

Dan Neher 1'8583 Main Street
Groveland, CA 95321,
*PO Box 489
ShinjEjle Springs^ CA 95682

209/962-7757

GUSTENE #43 Ernie & Patrieia, 
Amorim,
Kevin Amorirn

447 5th Street
Gustine, CA 95322

209/854-2777

HESEERIA #142 Brian &,Kim Lombardi 14135 Main: Street, Ste. 102
Hesperia, CA 92345

760/948.8024

HUGHSON #31 Derek & Carpi Ross 6901 Hughson Aye-, *P.O, Box 336 
Hughson, CA 95326

209/883--4445

lONE #129 Dan Neiher' 10 E. Main,Street. 
lone, CA 95640,
*POBox489
Shingle Springs^ CA 95682,

209/274-0270

JANESVILLE
#89

Jeff & Meredith Chew 464-420 Church St,
*P.O.,Box 1087
Jane^syill'e, CA 96114

530/253-3700

LA QUINTA #84 Oscar Amezcua 78772 Hwy 111
La Quinta, GA 92253

760/777-9700

lake
ISABELLA #30

Lombardi/Deayer 5640 Lake IsabeUa Blvd,
’^F.O. Box 3307
Lake IsabeUa, CA 93240 • •

760/379-5605

LE grand #88 Noel Sc Yoli' Cornejo 13208 E,.LeGrandRd,#A
LeGrand, CA 95333

209/389-4000:

LIVE OAK #60 Kinser/Woten 10345 Dve: Oak Blvd.
: .Dve Oak, CA 95953

530/695-3232

LOCKEFORD
#7

Tim Flores 14088 E. Hwy 88 #A
Lockefprd, CA 95237

209/727-3707

LONE PINE #25 Stan & Karen Dye 301 ,S. Main
Lorte Pine, CA 93545j 
*1601 N- Triangle Dr.
Ridgecrest, CA 93555

7607876-4707

LOOMIS #22 Eric & Maren
Lombardi

5831 Horseshoe Bar 
*PO Box 1694 

l^Lo.omis, CA 95.650

916/652.0477
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STORE CONTACT ADDRESS telephone
LOS BANOS #80 Kevin Tamber 2160 East Pacheco Blvd. Space K, 

Los Banos, CA 93635
209/829-1100

MADERA 
RANCHOS #.63

Hal & Mary Ann Parks 37184 Avenue 12 #101
Madera, CA 93638

559/645-7011

MARIPOSA #8 RonWiUey 5005 5th St,#PO Box 538
Mariposa,, CA 95338

209/966-3112

MENDOTA#26 Scott & Ruby Gordon 747 Derrick Avenue
Mendota, CA 93640,
*P.O. Box. 1079
Firtbaugh, CA 93622

559/655-3266

:MENIFEE #7-3 Jack Buss’ ; 25908 Newport Rd. #G
Menifee, CA 92584 •

951/672-4026

MERCED #13 Alok & Bhayna Shukla ' 3146 G Street, Suite 147
Merced, CA 95340

209./723-2425

MURRIETA
WEST #113

Marc Holt 23811 Washington Ave. #106 
Murrieta, CA 92562

951/698-6118

NORTH FORK 
#9

Greg Kissee 33173 Road 222, *P.O. Box 1481 
North Fork, CA 93643

559/817-1117

NORTH
SALINAS #139

Ernie & Patricia 
Amoririii
Kevin Amorim

1945 Narividad.Road
Salinas, CA 9:3908:

:831/‘444-0100

OAKHURST#i0 pam Latham 40120 Hwy 4l ^ *F.O. Box 1895 
Oakhufst, CA 93644

559/683-2700

PATTERSON
#82:

Dennis: Cole 2985 Renzo ,L^e, Shite, H
Patterson, CA 95363,
*PO Box 165
San Juan Bautista,, CA 95045

209/S92-548B

PHELAN #i l Brian & Kim Lonibardi 3936 Phelan Rd. Ste: B17 
*P.O. Box 291850
Phelan, CA 92329-1850

760/868-6543

PLACERVILLE
#100.

David & Terri Thomas 1242 Broadway
PlacerviUe, CA 95667

530/626-3034

PLEASANT 
VALLEY #28

Greg & Ellen Barker 4570 Pleasant VaUey
Plaeervillej CA 95667

530/644-6043.

POLLOCK
PINES #1,8

Dan & Diana Princeau 6536 Pony Express' Trail
PoUbck Pines, CA 95126

530/647-1944

PORTERVILLE
#109

Chris &:,MieheUe 
Nursery',
Scott & ShaneU 
Gairirnon ;

897 W. Henderson
Porterville, CA 93257

559/784-:8677

PORTOLA # 35 Jaspreet Kaur. 197 Commercial St
Pbrtola, CA 96.122

530/832-0430

PRATHER,#f2 Dari :& Bridgette 
Barkume

29424 Auberry Road 
*P.O. Box 432
Prather, CA 93651

,559/855-2800

11414733.1



STORE CONTACT ADDRESS TELEPHONE
RIDGECREST

mm
Staii & Karen Dye 1601 H Triangle Drive:

Ridgecrest, CA, 93555
760/446-7492

RIO PEIL ^#33 Jim Rich 185 Wildwood Ave.
Rio Dell, CA 95562

701/164-2233

RIO VISTA #39 Dwayne & Susan 
Stevens,
Dennis<&.Laura Sheil

201 Main.Sfe
Rio Vista, CA 94571

707/374-6868

SAN ANDREAS 
#15

Dave McNeil,
DanieUe Dunn

373 W. St. Charles
San Andreas, CA 95249

209/754-1847

SAM JOSE #:44 Butch Kirk,
Ted Lindberg

3039 Meridian Avenue
San Jose, CA 95124

408/600-0025

SAN JUAN, 
BAUTTSTA #75

Dennis. Cole 301 The Alameda #H 
*PiOv Box 165
San Jum Bautista, CA 95045

831/623-1011

SANTA NELLA 
, #145

Ernie & Patricia 
Amorim,
Kevin Amorim

13:104-B South Highway 33
Santa Nella, CA 95322

20.9/826-2777

SHASTA LAKE 
#78

Greg; Rogers 4432 Shasta Dam Blvd.
Shasta Lake, CA 96019

530/275-4455

SOUTH
SALINAS'#138

Manuel & Maria 
Amorim,
Ernie Amorim,
.Kevin .MAprim

926 South Main Street
Salinas, CA 93901

831/758.3227

SUSANvUlE,
#61

Jeff & Meredith Chew 2975 Main :Sn
Susmville, CA 96130

530/257-0222

: TAFT #20 Felix & Sherry Bravo 614 Center Street
Taft, CA 93268

661/765-5311

TEMECULA
#105

Anthony Lum Jti
Bm Hawkins

31725 Temecula Pkwy.
Temecula, CA 92592

951/303-8500

THREE RIVERS 
#62

Todd Tashiro 40915 Sierra Dr..
Three Rivers, CA 93271

559/56U1018

TURLOCK #24 Brent & IGmJonson 1050 W. Monte Visla Ave.
Turlock, CA 95382

209/634-5000

VAI.LEY 
SPRINGS #51

Kim Irwin 1919 Vista Del Lago #5
Valley Springs, CA 95252

209/772-9516.
/9517

, VISALIA #27 Tony & Juana.
Gonzalez,
Ilene Gonzalez

3121 W. Noble Ave.
Visalia, CA 93277

559/740-0310

WALNUT '
grove #83

Gurcaten Dhaliwal 14127 River Rd., *P.O. Box 1004 
Walnut Grove, CA 95690

916/776-2626

WEED ,#48 Tony Mazzaglia 1 l32No.Weed.Blvd.
Weed, CA 96094

530/938-3088

WILLOW
CREEK #85

Stan & Karen Dye,
Bob. &.Mary Jane. Riva,

39032 Hwy .299, ’^PG Box 999 
WiUpw Creek,, CA 95573

530/6294800

MN TE RS #17 , Gabriel Ibbara 108 Myn St.
Winters, CA 95694

530/7954500
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STORE CONTACT ADDRESS TELEPHONE
WOODLAKE
#16

Tony & Ju^a
Gon2ale2„
Crystal Gonzalez

,250 E. Antelope #C
Woodlake, CA 93286

559/564-3348'

YREKA#96 Mark.Greeiifi'eld 106 Ranch Lane, Suite D
Yreka, CA 96097

530/842-7992

IDAHO

BONNERS
FERRY #53

Greg Kissee & 
DLCart^ght

6637 Fry St, *PO Box 3207
Bonners Ferry, ID 83805

208/267-7771

COEUR
D’ALENE #116

Jan & Julie Speelman 503 West Appleway
Cpeur d!Alenfe; ID 83814

: 208/765-3434

EMMETr#94 Cho.w & Cindy 
Chavatippn

102 W. 5th St #B/C
EtnmPft,;lD 83617

208/398-7777
,/8888

GRANGEYILLE
#99

Mike & Beth
Sturdevant

126 West Main St
GraOgeville, ID 8,3530

208/983-5555

KAMIAH#37 Mike & Sherry
Dunning

814Hwyl2,*POBox518
Kamiah, ID 83536

'208/935-2134:

OROFINO #52 Shannon Snyder 307 Michigan Aye,, *PO Box 1132 
Orofino, ID 83544

208/476-5519

ST. MARIES #68 Jan & J ulie Speelman 910 .Main St
St Maries, ID 83861

208/245.5515

WALLACE #54 Jamere Radford 612 Sank St.
Wallace, ID 83873

,208/753-9003

NEVADA

BATTLE 
MOUNTAIN #66

Roop Singh 760 S'. Broad Street
Batde; Mountain, NV 89820

775/635-8190

CARLIN #108 Tonya Roland 801 Poplar Street,
*PO Box 637
Carlin„NV 89822

775/754.2200

CARSON CITY 
#131

Dairen Maxfi’eld 3120 Hwy. 50 East
Carson. City, NV 89701

775/882-9800

DAYTON #93 Michael O’Lee 185 Highway 50 East
Dayton, NV 89403 ,

775/246;33.00

FALLON #56 Erie & Maren
Lombardi

2199 W. Wmiarns Ave.
Fallon, NV 89406

7757867-4992

FERNLEY'#21 Eric Lombardi 1460Hwy. 95A Ste.'#5 ^
Fernley, NV 89408

775/575-4548

LOVELOCK #67 Gary Singh &
Jindu Kaur

365 ComeU Ave., *PQ Box 43, 
Lovelock, NV 89419

775/273'-3232

MINDEN#97 Stephane & Gina
Ross^

1758 Highway 395 #E
Minden, :NV 89423

775/783-0800

RED ROCK #42 Jarnes & Stacy
Huffmph

8790 Red Rock Rd., Ste., lOO
Reno, NV 89508

775/677-2877

11414733.1



STORE CONTACT ADDRESS TELEPHONE
RENO NORTH 
#36

Loren Johnson 2900 Clear Acre Lane, Unit A,
Renq, NY 89512

7757786.9000

SILVER
SPRINGS #95

Mithael Sanchez 1080B Hwy 95A
Silver Springs„NV 89429

775/577.4992

SPANISH 
SPRINGS #98

Michael Sanchez 9725. Pyramid Way
Sparks, NV 8944,1

775/331-3600

WASHINGTON

ANACORTES
#47

Dylan Ray 3219 Commercial Ave.
Anacorfes, WA 98221

360/293-1000

ARLINGTON
#55

Becky Lowe,,
Ryan Lawless,
Marcy Lawless:

509 West Avenue
Arlington, WA 98223

360/435-8701

BLAINE #58 Laura Massafo 738: Peace Portal Dr;
Blaifie, WA'98230

360/332-3.636

BURLINGTON
#34-

Ken & Denise Crockett 107 Cedar Avenue- 
Buflihgtpn, WA 98233

360/757-0600

COUPEVTTTE
#14

Becky Lowe,
Ryan.Lawless,
Marcy Lawless

l07S..MainSt.Ste.BT01,
CoupeviUe,. WA 98239

360/678=3200

DEER PARK #46 Stephen .& Sandy 
Addison

619 -S. Fir St,
*PO Box 2296
Deer Park, WA 99006,

509/276-3000.

KINGSTON #36 Steite & Sandy Addison 10978 State Hwy l04 #111
Kingston, WA 98346,
*PO Box 1359
Kingston, WA 99006

360/297-7777

MEDICAL LAKE 
#69

Jason & Kristin
Rodney

123 S. Broad St.,
Medical Lake, WA 99022

509./299-9100

PORT
TOWNSEND 1
#71

Rafael Montijano; 1102 Water St., *PQ Box L921
Port Townsend, WA 98368

360/385-7223,

SUNCREST #102 1 Fred & Torrey
Reichwald

5978 Hwy 291, Ste. 10
Nine MUe Falls, WA.99026

509/464-3994

11414733:1



PIZZA FACTORY INC.

Fomiet Franchisees as of.December 31, 2017

Loren Johnson
78330 Ave. 4l Bermuda Dunes, GA 92203
7607567-9460

Transfer

Michael & Betsy Rodriguez
33665 SeUers. Road WUdomar, GA 92595
951/807-4269

Closed

Michele'Gfrpps
William Wiseman
3426 W. 1.71st Street‘TOrrance, GA 90504
310/527-7233

Clbsed

Bob & Judy Macdonald
23262 Xorey Gburt Tivain Marte, CA 95383
209/586-3665

Closed

Jocelyn Loniion &Laufa, Mazzaglia
6013 Squirrel Place Weed, GA 96,094
53Q/261-2608

Transfer

Austin Haynes & Nathan Haynes
210 Gaiiente Street Reno, NV 89509
775/527-3965

Transfer

Jarnes & Stacy Huffmon
3815' Peregrine Gifcle Reno, NV 89508,
916/87H4569

Clbsed

Mike & Garol Lachner, Justin Lachner
21800 SE Bohna, Park Road Damascusj OR 97089 
503/707-4109

Closed

Mke & Garol Lachner, Justin Lachner
21800 SE Bohna.Pafk Road Damascus, OR 97089 
503/707-4109

Closed

Nicholas Fitsemons & Maria Weisgerber
26,406.Barrett Road NE Kingston, WA 98286
360/297-5102

Transfer

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

AGREEMENT made thisday of 20by ^d between 

PIZZA FACTORY, INC-, a California corporation, with its principal place of business located at 

49430 Road 426, Suite D (PO Box 989), Qakhurst, California, 93644^ hereinafter referred tO as
either PIZZA FACTORY or FRANCHISOR, and ___________

, of, hereinafter 

referred to as FRANCHISEE.

RECITALS
Franchisor Md Franchisee mutually acknowledge; the following:

THE PROGRAM
FraLnchisor is the owner of PRODUCT DEVELOPMENT AND SALES PROGRAM, 

hereinafter referred to as the “Program,” \yhich Program includes a speciaT design and color 

scheme of building-, fumiiturei equipment layout, food formu lsie and Specificatioris for derigriated 

food products, methods of inventory and operation control, bookkeeping and accounting 

procedures, and a manual of business practices and policies which may be modified from time to 

time.

PROPRIETARY RIGHTS
Franchisor is the sole and exclusive owner of all proprietary and other property rights and 

interests in and to the trade names and/or ftademarks “Pizza Factory,” “We Toss ‘Em - They’re 

Awesome,” “Thiiik Pizza,” the Pizza Tosser, the Pizza Factory logo (a picture of which appears 

on the cover page),“Is It The Sauce Or Is It The Dough?” and all other trademarks and service 

marks used in connection with said Program, including but not limited to all those trademarks, 
service marks, and rights residirig in the appearance of buildirigs, signs, and portions thereof by 

which establishments franchised to adopt to use said names and marks and the products 

therefrom are known and identified as well as those names and marks which may be modified or 

added by Franchisor during the term of ftiis Agreement Or any renewal thereof. Such rights also 

include certain food products, food fabrication methods, and service processes ispecifically 

developed for use exclusively by those establishments franchised to adopt iise of said products, 

methods, and processes.

1187454;3
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PROMOTION AND DEVELOPMENT
Fr^chisor has promoted and developed said Program and is entitled to franchise its use 

by others.
FRANCHISEE’S ACKNOWLEDGMENT

Franchisee acknowledges Franchisor’s rights in the said Program and desires to acquire 

the right to adopt and use the said Program and names arid marks at the location referred to 

below. For and in coiisideration of the mutual covepants and agreements hereinafter set forth, it 

is mutually agreed and covenafited as follows:

ARTICLE 1. GRANT AND USE OF FRANCHISE 

Grant of Franchise
Section 1.01. Subject to the terms and coriditions contained herein. Franchisor hereby grants to 

Franchisee and Frariehisee hefeby accepts from Franchisor, the right, franchise, and license:

(a) To use Franchisor’s name (“Pizza Factory”), slogan (“We Toss ‘Em - They’re 

Awesome”), and other trade of service marks authorized by Franchisor exclusively in the 

operation of a food service business (“the Franchise Business”) at the location designated in 

Section 1.04 (b), below (“Pfeihises”)j or at any approved relocation therebfi
(b) To: use Franchisor’s Prqgram pf operatiori and method of doing busiriess at the 

Frmchise Business exclusively during the term of the Franchise granted hereby;
(c) To use the food products, menus, and recipes provided and developed by 

Franchisor exclusively in the conduct of the Franchise Business at the Prertiises.

(d) During the term, of the Efanchise, or any renewal thereof. Franchisee shall npt use 

any other name, marks, methods pf operation, menus, recipes, or products in the operation of the 

Franchise Business except those authorized, by this Agreement dr in writing by Franchisor. 
Franchisee shall riot use said names, marks, methods pf pperatipn, menus, recipes, or products 

for any purpose other than in the operatiori of or marketing of the Franchise Business.
(e) If Franchisee is a limited liability entity of any type whatsoever, it agrees to 

modify its tiame^ if necessaiy^, by deleting from its name any of FrariChisor’s registered trade 

names, trademarks,, or service marks which must be completed within 30 days of the execution 

of this Agreement.

1187454,3
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Initial Term of Franchise
Section 1.02.. Unless earlier terminated for good cause as hereinafter provided, the franchise 

granted tinder and pursuant to the terms of this Agreerrtent shall continue in full force and effect 
for a period pf 10 years from the date hereof, Franchisee shaft operate the Franchise; Business 

during the .initial and any continued or extended term of the Franchise aecording to the terms and 

provisions of this Agreement or any renewal or amended agreement.

Renewal Terms
Section 1.03. Provided that Franchisee shaft fully, faithfully, and timely carry out and perfoitn 

all of its obligations under this Agreement, Franchisee may renew the Franchise granted 

hereunder for one successive term of 10 years upon the expiration of the initial term. A 

$5,000.00 renewal fee is required for this renewal. Franchisee may renew the franchise by 

executing the renewal agreement and paying the required renewal fee, unless the Franchisee has 

received Franchisor’s written notice of intention not to renew at least 180 days prior to the 

expiration of this Agreerhent. Such notice must state the reasons for non-renewal and the 

effectiye date of non^renewal or expiration, and it must be delivered personally to Franchisee or 
sent by registered or certified mail. The Franchisor rnay reftise to renew or extend the term of 

the frmehise if any of the following are applicable except if otherwise prohibited by law:

(a) The Franchisee is in default under any provision of the franchise agreement, or 

under his or her lease of the Franchise Prernises;

(b) The Franchisee’s lease or right to possession of the Franchise Premises has 

terminated, or will terminate, prior to the expiration of the proposed optional term; of the 

franchise, apd the Franchisee has no right to renew the lease or fails or refuses to exercise any 

right to renew it; ,
(c) The Franchisor is the sublessor of the Franchise Premises and can not renew its 

lease on reasonable terms prevailing in the area at the time;
(d) The Franchisee has failed to pay, within 30 days of the date due, any expense 

incurred related to the operation of the Franchise BusinesS,-
(e) The Franchisee refuses to execute a renewal franchise agreement which shall 

include all provisions of the Franchise Agreement then being Utilized by Franchisor provided, 

however, that the fee for said renewal and the term of the frmehise and renewal thereof shall be 

controlled by this Agreement;

3
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(f) In the event Franchisee is a corpdratibh, limited liability company, limited 

partnership or of other limited liability form, the refusal of its principal shareholders, members, 

limited parhlers; or other principal owners; to execute a personal guarantee of performance of the 

Franchisee’s obligations under the renewal Franchise Agreement; or

(g) If three or more defaults' have been issued to Franchisee during any 12 month 

period during the last five: years of the initial term.

Renewal of the franchise shall be accomplished by the execution by Franchisor and 

Franchisee of Franchisor'S then current form of Franchise Agreement and all other documents 

then customarily used by Franchisor in the grant of franchises except the term and any applicable 

renewal term will be for the renewal tefm(s) provided for in the original Franchise Agreement.

Location and Voluntary Relocation
Section 1.04. (a) Upon execution of this Agreement, Franchisee shall find a location at 

which to operate Franchisee’s Pizza Factoo' restaurant Which complies with the Site Seleetion 

Guidelines (“Guidelines”) Franchisor Will provide to Franchisee. Upon locating any proposed 

site at which Franchisee shall operate die Franchise Business, Franchisee shall promptly advise 

Franchisor Who will inspect said proposed site fOr the purpose of confirming that it. substantially 

complies \vith the Guidelines. If Franchisee fails to identify a proposed site ultimately accepted 

by Franchisor as substantially complying with the Guidelines and either purchases that site 

(“Prernises”) or secures it with a lease which also complies with the Guidelines,, this Agreement 
shall terminate. Termination pursuant to this provision shall be deemed a termination of the 

FtanChise for all purposes Withiri the meaniiig, of all provisions governing the post-termination 

rights, duties and obligations of the parties includmg, but not limited to. Section 3.03, 4.Q9, 4.16, 

5.01, 5.02, 5.03, 9.03, 9.04,9;05 and all provisions of Article 10.and Fraiichisee shall continue to 

be bound by those provisions.

(b) Upon Franchisee selecting a site to Serve as the Premises for the Franchise 

Business Which substantially Complies with the guidelines provided for in the Site Selection 

Guidelines, and either purchases that site or secures it with a lease which also substantially 

complies with the Guidelines, Franchisor and Franchisee agree that this Agreement shall be 

amended by inserting the location/address of said Site and Premises on the line set out below 

whereupon Franchisor shall provide to Franchisee a copy Of the page with said location/address 

inserted to either attach to this Agreement or insert into the Agreement. The Agreement will be

11.87454,3
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deemed amended upon Franchisor seizing said attachment/replacement page(s) to FranGhisee in 

compliance with Section l O^OS;

(c) In the event that, in Franchisor’s judgment, there is a change in character of the 

location sufficiently detrimental to its business potentiarto warrant relocation and Upon request: 
by Franchisee, Franchisor will grant permission for the relocation of the Franchise Business to a 

site and, if applicable, subject to lease terms which substantially complies with the Site Selection 

Guidelines then in effect for new franchisees. Any such relocation shall be at Franchisee’s sole 

expense and subject to the conditions set forth in Section ,3.04.. Upon relocation outside' the 

exclusive area designated in Section 1.05, below. Franchisee shall be accorded a new exclusive: 
area as: determined by Franchisor in its sole discretion. In the event of relocation. Franchisee 

must comply with all requirements and specifications for opening a new Pizza Factory restaurant 
in effect as of the date of the relocation and any such relocation must be completed and the 

Franchise Business Opened for business within 120 days Of closing the Franchise Business at the 

Premises. Prior to any actual physical relocation of the Franchise Business from the Premises, 

Franchisee will execute an addendum to this Agreement modifying; the location of the Franchise: 
Business set forth in Section 1.04 (b) or any amendment thereto and execute an addendum to the 

General Security Agreement reflecting the change in location of the Collateral as described in 

Section 4.19 and Exhibit 1, attached hereto.

(d) Franchisor and Franchisee agree that Fr^chiSOr provides no assurances, 
warrantieSj Or gUaranteesthat Franchisee will be successful at the location selected by Franchisee 

notwithstanding any other language in this Agreement which could be interpreted otherwise. 

Franchisor’s confirmation Of substantial COmplfance with the Guidelines :is strictly limited to the 

items set forth in the Guidelines and does provide any advice or recommendation pertaining to 

site seiection and terms of purchase Or lease Of the site except those expressly stated in the; 

Guidelines.

Exclusive Area
Section 1.05. In order to facilitate the sUcCesSfiil development of the Franchise Business and to 

protect Franchisee’s investment therein, Franchisor hereby grants to Franchisee the exclusive, 

right to operate: a, Pizza Factory restaurant within a five (5) mile radius of the; Premises. During
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the term of this Agreement, neither Franchisor nor any other of its franchisees shall be authorized 

to establish a Pizza Factory restaurmt within said exclusive ^ea; howeyer, this does not restrict 

Franchisor Or any of its franchisees from delivering within of sdlicitihg customers located within 

said five (5) mile radius of the Premises.

ARTICLE 2. FRANCHISE PAYMENTS

Initial Franchise and Training Fee
Section 2.01. In consideration Of the right, frmchisej and license: granted by Franchisor to 

Franchisee and the services to: be: rendered to Franchisee by Franchisor under this Agreement, 

Franchisee hereby agrees to pay to Franchisor an initial franchise fee of $30,000.00 for the Pizza 

Factory Franchise granted in Section 1.01 hereof, which includes an initial training program for 

up to two persons and an additional charge of $3,500;00 for each additional person to attend the 

initial training pfograrh at the same time. NO portion Of the franchise fee will be refunded once 

paid, although Franchisor will refrnd ahy unused portion of any payment made for additional 

personnel to attend the initial training program.

Royalty Based on Gross Receipts
Section 2.02. In consideration of the right, franchise^ and license granted by Franchisor to 

Franchisee and the services to be; rendered tO Franchisee; by Franchisor under this Agreement, 

Franchisee hereby agrees to pay to Franchisor a royalty equal to 5% of the gross receipts of the 

Franchise Business, excluding tiherefrom sales tax collected. Franchisee shall pay said royalty by 

automatic electronic transfer made by Franchisor from Franchisee’s account for each month on 

or about 30 dayS: after the end of the month for which payment is due. Franchisor shall provide to 

Franchisee an invoice based upon the gross receipts received during the prior month obtained by 

Franchisor electronically of, when,necessary, by other means. The; sales figures on said invoice, 
and the royalty due based upon those sales, will be deemed certified by Franchisee as being true 

and correct unless Franchisee provides Ffanchisof with notice of any Claim Of error within 5 days 

of said invoice being, mailed or electronically transmitted to Franchisee, If Franchisor is unable 

to access said gross receipts information for any reason. Franchisor may calculate the royalty due 

based upon estimated sales as determined according to the provisions of Section 4.17(d) hereof 

A service fee as provided for in Section 4.17(d) will be added if Franchisee fails to make the 

payment as provided for herein for each month that said monthly royalty charge remains unpaid
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and which shall be paid by electronic transfer; The bank information necessary to allow for 
electronic h-^sfer shall be provided to Franchisor no less than .30 days prior the opening date of 

the Ffanchisei Business and within 48 hours Of any change of that bank information.

Sales Tax and Other Taxes and Fees
Section 2.03; In addition to all other payments under this Agreement, Franchisee aj^ees to pay 

Frapchisor or Franchisor’s afriliates immediately upon demand; (a) all sales taxes,, trademark, 

license taxes, and any other taxes imposed on, required to be collected, or paid by Franchisor or 

Franchisor’s affiliates (excluding any corporate income taxes imposed on Franchisor or 

Franchisor’s affiliates) based on Franchisor or Franchisor’s affiliates' having furnished services, 

or products to Franchisee or collected any fee from Franchisee; (b) all amounts Franchisor 
advances, pays, or becomes Obligated to pay on Franchisee’s behalf for any reason; and (c) all 

amounts Franchisee owes Franchisor or Franchisor’s affiliates for products or services that 
Franchisee:purchases from Franchisor or Franchisor’s affiliates.

ARTICLE 3. FRANCHISQR’S CONTINUING OBLIGATIONS 

Knowledge-and Experience
Section 3^01. Franchisor agrees to make available to Franchisee the benefit of its knowledge and 

experience in the: installation of a Pizza Factory restaurant.

Building Plans and Specificatibns
Section 3.02. After the Prernises for operation of the Franchise Business has been secured as' 

required pursuant to Section 1.04 (a) and (b)^ Franchisor agrees to assist Franchisee in Obtaining 

all initially required plans and specifications for the building, equipment, furriishings, decor, 

layout, menu and menu display, and all signs for or identified With Pizza Factory restaurants, 

together With advice and consultation concerning them.

Operations Manual
Section 3^03. EfanChisor agrees to provide Franchisee with a copy of the Manual of Standard 

Operating Procedures, hereinafter referred to as “the Manual,” during the initial training 

program. The Manual is designed to insure Unifoim and high standards Of quality, service, and 

appearance among all Pizza Factoi^ restaurants in order to create and maintain goodwill and 

widespread consumer acceptance; therefore, said Manual and all amendments thereto, as, made 

from time to time, are irtcorpora:ted into and made a part of this Agreement, as if fully set forth
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herein. Ffanchiree agrees that upon tenfiination of the Franchise or, if applicable, expiration or 
termination of this Agreement, Franchisee will immediately return to Franchisor 'the Manual and 

all amendments thereto and any copies thereof in the possession of Franchisee: or any or 

Franchisee’s prineipals, agents^ employees, or others related to or affiliated with Franchisee.

Advisory and Rdocation Services
Section 3.Q4. Franchisor agrees to render adyisory services regarding the operation of the 

Franchise Business. Such services include, but are not limited to, advice with respect to the 

following; Preparation of food products in, accordance with the Manual, management of food 

supplies, styles and type of service, operation of the restaurant, hiring sufficient employees, the 

development of a personnel policy,, and the training of Franchisee and Franchisee’s employees in 

the operation of the Franchise Business. In the event the location of the Frahchisee’s Pizza 

Factory restaurant must be changed,, Franchisor will assist Franchisee^ by providing similar 

services as necessary to insure compliance with all. requirements and specifications required to 

establish a hew Pizza Factory restaurant at the time of relocation. These relocation advisory 

services are mandatory and the amount of time and effort provided by Ffanchisor is determined 

by Franchisor ih its discretion on a case by case basis. Franchisee agrees to Compensate 

Franchisor for such services at the rate, then charged for such services (cuitently $150.00 per 

hour or $500.00 per day for field work and $125.00 for admihistrative services) and reimburse 

Franchisor for all necessary travel and other expenses related to providing those services..

Inventory and Supplies.
Section 3.05. Franchisor shall designate the inventory and supplies tP be purchased and used by 

Franchisee in the operation of the Franchise Business. Franchisor shall also designate the 

suppliers from which Franchisee is required to purchase: certain designated products and provide 

Franchisee the information necessa^ for the Franchisee to arrange for such purchases. 

Franchisor may change or modify the specific brand, type, model or any food or supplies 

required to be utilized by Franchisee and/pr change designated suppliers of said items which 

Franchisee shall be required to purchase and use in the operation of the Franchise Business upon 

30 days written notice from^ Franchisor. Regarding the items for which FfanchisOr has not 

designated one or more approved suppliers. Franchisor agrees to assist Franchisee in selecting 

suppliers for such items as well as equipment, decor items, etc. If Franchisor has not; designated a
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supplier for a particular product, service or other item, Fr^chisee rnust still purchase and use the 

specific brand/model/type of item designated by Franchisor.

Advertising and Public Relations
Section 3.06. Franchisor maintains and administers an advertising fund (“Firnd”) which is 

comprised of contributions from all Franchisees. (See Section 4.12.) Franchisor shall utilize said 

sums only for advertising purposes and none of said sums shall he utilized for advertising the 

sale of franchises. Franchisor shall provide advertising: materials to Franchisee and shall 

otherwise provide advertising services through the utilization of advertising agencies and the 

placement of advertising on behalf of the entire Pi^a Factory system. Franchisor may 

compensate itself from the Fund for related services, such as expenses incurred with independent 
advertising agencies, the preparation of advertising information and materials, and the 

distribution of .such to the Franchisees. Although the Franchisee may develop advertising 

materials at Franchisee’s own cost. Franchisor must approve the advertising prior to the use of 

said materials in advance and in writing. Franchisor xvil! also maintain, and administer ^y local 

and/or regional advertising, funds formed in the future which shall also be subject to the 

foregoing provisions, Franchisor shall promptly provide an accounting of toe Fund to Franchisee 

Upon request and, at toe option of the Franchisee, a copy of the annual audited financial 
statement for the Fund; however. Franchisor will only provide such information pertaining to any 

period within two years of the request.'^Funds eollected but unused during any fiscal year toall 

remain in the Fund and used for teiy purpose allowed by this section in subsequent years. 

Franchisor may establish an advisory board Gonsisting of fi-anchisees who, in the sole opinion of 

Franchisor, are qualified to provide Franchisor with advice and recOmmenda:tions. regarding, 

advertising and the adrninistration of the Fund.

Field Consulfation
Section 3.07. Franchisor agrees to provide consultation and advice by Franchisor’s field 

representatives. Such consultation may be made either through personal visits ffOm such field 

representatives or by telephone; mall, or otherwise, as may from time to time be reasonably’ 

required.

Training
Section 3.08. Franchisor agrees to provide a training.program to Franchisee which will consist 
Of toe following:
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(a) The Franchisor will provide an jnitiM training program of at least 250 hours of 

training over a 60 day period for the Franehisee and/or persons to be designated by the 

Franchisee. The training, will take place at the Franchisor’s main office in Oakhurst, California, 

or such other location as may be designated by the Franchisor. The training program will cover 

subj ects which are relevant to the operation arid mariagemerit of a Pi^a Factory restaurant, such 

as accounting, bookkeeping, employment practices, customer relations, etc. At least one of the 

Frarichisee’s major principals must attend and satisfactorily complete the eritire iriitial tra:inirig 

program. The training will consist of observation of and participation in the dayAo^day operation 

of a Pizza Factory restaurant \vith the guidance and assistance of trairied Pizza Factory pefsonriel. 
At the option of the Franchisor, the Franchisor will arrange for and Franchisee and/or the 

principal of Franchisee who attended the initial training program shall attenid an additional 
trairiing period, the lerigth to be determined by the Fmrichisor, at an existirig and operating Pizza 

Factory restaurant in California, or such other locatiori as designated by the Franchisor.
(b) The; traitiing program is. to be conducted at a time designated by the Franchisor,, 

within 1'20 days of the seheduied opening of the Franchisee’s business. If mpre than 120 days 

has elapsed between Franchisee arid/or the designated iri-store manager completing the tfainirig 

program and the. opening of the Franchise Business,. Franchisor may require; that Franchisee 

and/Or designated in-store manager complete additional training prior to opening the Franchise 

Business pursuant to Section 3.08 (e),

(c) The charge to the Franchisee for the initial training program is included in the 

initial franchise fee for up to two persons to attend. One of the persons who attend must be either 

the Fr^ehisee (or one of them if jointly owned) or one: of the principal ovriiers; of the Franchise^ 

Franchisee shall pay to Friarichisor $3,500.OO for each additional person sent to the training 

program with the Fr^chisee or one of its principals. Said training fee for additional personnel is 

due prior to commencement of the training program. The Franchisee shall pay to Franchisor 
$500.00 per day for the first two persons who attend the optional additional initial training period 

and $250.00 for each additional person. The Franchisee is responsible fOr the travel and living 

expenses of the person(s) who attend the training program. If this Agreement is terminated or 
cmceled,, Franchisor will refund to Franchisee that portion of the training fee> for additional 

personnel remaining based upOn a calculation of $150.00 per hour for the training already
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provided or a maximum of $3,5:00-00 for any additional persons. Food, lodging, and travel 
expense .is not included in the training fees 'Md is solely the responsibility of the Fr^chisee.

(d) The initial training program is mandatory for the Franchisee or one of 

Franchisee’s principal owners (shareholder, managing member, general partner, etc.), unless the 

Franchisee is already a Franchisee of an existing and operating Pizza Factory restaurant. If 

during the term of the franchise or any renewal or extension thereof Franchisee designates 

someone who has not satisfactorily completed the initial training program as the full time on­
premises manager of the Franchise Business, then the person so designated must complete the 

initial training program provided by Fr^chisor- at Franchisee’s expense prior to assuming the 

duties as on-premises rhanager. If thei non-Frahchisee, non-principal on-pfemises. manager or any 

other principal or employee of Franchisee and designated by Franchisee does not attend the 

initial traihihg program with Franchisee or one of Franchisee’s principal owners as oiie Of the 

two persons covered by the Fr^cluse fee, the charge for providing the complete trmning 

program for the on-premises rhanager attending either alone or with ah additional person will be 

the amount then being charged for that training. Food, lodging, and travel expense is not 

included in the training, fees and is solely the responsibility of the Franchisee.
(e) If afrer completion of the initial training program and any tirne during the 

franchise term or any renewal thereof it is determined by the Franchisor^ in its sole judgment, 
that the Franchisee/principhl owner and/or Franchisee’s pn-premises manager lacks sufficient 
knowledge, understanding pr ability with respect to any aspect of the Franchise Business, the 

Franchisor ihay require;, upon reasonable notice, that the Franchisee! or the on-premises manager 
complete additional training. The costs pf training will be the amount then charged by the 

Franchisor for such tfairiing and the Franchisee shall be responsible for all costs of travel, 
lodgling, and meals. Failure to successfully cpniplete such additional training within 30 days of 

notice by Franchisor Shall consfitute a default of Franchisee’s obligations under this Agreement.
(f) .During the; first week Franchisee’s Franchise Business is open, Franchisor will 

provide to Franchisee no less than a two person training crew (or One! person in cases of 

transfer/assignment of existing stores) who will provide Franchisee and his/her/its employees 

with continuing tra;ining and advisory services during said first week of operation except for 

transfers of existing storeSj ohly one trainer will also be provided by Franchisor to work with the 

new Franchisee during the first full week of operation, The Franchisor, at its sole judgment, may
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require the training Grew to remain at the Franchise Business for additional time beyond the first 
week to assist Franchisee. Franchisee will be charged that additional assistance at the same rate 

as; field wOfk for Relocatibn Services-then being charged.

ARTICLE 4. obligations OF FRANCfflSEE 

Franchise Business Premises
Section 4.01. Franchisee agrees that the building and improvements on the Prernises will be 

constructed and/or improved by Franchisee at Franchisee’s expense in strict accordance with the 

plans and specifications prepared by Franchisee and approved in writing by Franchisor pursuant 

to Section r3.02 hereof and shall be decorated, furnished, equipped, and ma:ihtained in strict 
accordance Vvith sUid plans arid specifications and any applicable provisions of the Manual. If the 

Prerrlises are leased. Franchisee must secure and maintain a lease with an initial term of no less' 
than five (5) years which provides for Option(s) tO renew the term for a total of an additional, five 

(5) years or to a date no earlier than the expiration of the term of this Franchise-. Franchisee may 

not enter into a lease for or operate the Fraiichise Businessi at a location leased for a term, 
includirig options, other than as specified above except with the express, written coiisent of 

Franchisor. Franchisee must provide Franchisor a copy Of all purchase agreements, leases, 
modifications, and renewals which must be approved by Franchisor in writing prior to signing by 

Franchisee for the limited purpose for Franchisor to confirm that the terrhs Of said document(s) 
comply with the Site Selection Guidelines and the provisions of this Agreernent.

Operation of Premises
. • ■ !

Section 4.02. (a) Franchisee shall commence operation of the Franchise Business using the

Franchise Business trademarks, trade name, and other indicia, immediately after the Premises in 

which the Franchise Business is located are ready for occupancy and shall operate the Franchise 

Business according to the terms and provisions of this Agreement, the Manual and any updates 

thereto^ arid to coritinue to operate ori the sairie days arid during the business hours specified 

herein (except when the Premises are untenantable as a result of fire or casualty or similar 

circumstances beyond Franchisee’s control). Franchisee’s obligations to operate the Frariehise 

Business accOrdirig to the tenris and provisions of this Agreement shall continue throughout the 

terrn of the Frapchise subject to the provisiOri.s of this Agreement. Franchisee further agrees to 

comrnerice operation Of and thereafter operate the said Premises in a quiet, dignified, apd
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respectable manner, treat its employees and customers with courtesy and respect, all in strict 

accordance with the business standards and practices set forth in the Manual as it presently ejdsts 

or as it may be amended from time to time in the future. Franchisee also agrees to maintain 

sufficient supplies and employ sufficient help at such Premises to operate the sariie at maximum 

capacity and with maximum efficiency so as to m^imize the revenues and profits therefrom.

;(b) The. Franchisee shall appoint or designate, prior to opening, an on-premises 

manager for the Franchise Business who is required to work at the Premises an average of 40 

hours per week or more. The Franchisee may designate as on-premises manager himself/herself 

or, if Franchisee is a business entity, a principal of Franchisee or a person who has no ownership 

interest in the Franchise. Prior to operiing the Franchise Business, any person designated to act as 

the pn-premises manager is required to have Satisfactorily completed Franchisor’s initial training 

program described in Section 3.08. However, if the position of on-premises manager becomes 

vacant for any reason either before or after the Franchise Business is opened, including if the on­
premises mmiager is teitninated or otherwise not on site for ten consecutive days or is absent for 
more than ten days during any 30 day period, then Franchisee may appoint or designate and, at 

Franchisor’s request, shall appoint or designa:te a person to act as the temporary on-premises, 
manager with the approval of the Frjanehisor. In the event die position pf a, permanent pn- 

premises manager remains vacant for more thmi 60 days, then upon ten days written notice by 

Franchisor, Franchisee is required to appoint: a new on-premises manager. Each pn-premises 

manager appointed by Franchisee must.complete Franchisof’s full training program pursuant to 

Section 3.08 within 120' days after the date of the notice pr the date of the appointment, 

\yhichever occurs first, all at Franchisee’s; cost and expense. Completion of the .training: program 

by a new on-premises manager, regardless of the reason for necessitating said training, is the 

responsibility of the Franchisee and shall be at Franchisee’s sole cost and expense.
(c) Prior to openihg the restaurant Franchisee must satisfy all requirements necessary 

for operiing as set forth in this Agreement'and as set forth in the Opening Checklist attached 

hereto as Exhibit 3 , ,and obtain the final, written approval of Franchisor. Franchisor will promptly 

review eomplianee' vyith a;il the terms and provisions of this A.greement and shall issue its 

approval if it determines that Franchisee is in compliance. Upon approval by Franchisor, 
Franchisor and Franchisee shall select a mutually agreeable^ dme to open the; Pi^a Factory' 

restaurant for business which shall be on a,day other than a Friday or'Saturday.
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(d) Failure to comply with ^y dernand of the Fr^chisor with respect to any of the 

obligations set forth in this Seetibn 4.02 within 30 days after beiiig notified thereof shall 
constitute grounds for termination of the Franchise at the discretion of the Franchisor pursuant to 

Article 9 of this Agreement.
(e) Franchisee authorizes representatives of the Franchisor to communicate directly 

with the on-premises manager regarding any matter pertaining to the operational Standards and 

procedures of the Program. Franchisee, does not authorize Franchisor to supervise or direct the 

actions of the on^^premises manager or any other employee of the Franchisee and nothing in this 

provision of in this Agreement shall be construed otherwise.

Business Honrs
Section 4.03'. Franchisee agrees to operate the Franchise' Business seven days per week 

throughout the year and the Franchise Business must be open to the public and operating at least 

during the hours from 11:00 A.M. to 10:00 P.M., Monday through Sunday, Or such Other hours 

as rfiay from time to time be specified by Franehispr or such other hours as may be; allowed by 

Franchisor in writing on a case by case basis. The Franchise Buriness only may be closed on the 

following holidays: Easter, July 4th, Thanksgiving, and Christmas, unless otherwise expressly 

permitted in writing by the Franchisor.

Operating Standards
Section 4.04, Ff^chisee agrees to maintain a high and uniform standard of Cleanliness and 

sanitation in the operation of the Franchise Business and to conduct the Franchise Business in 

accordance with the standards, procedures, and methods of the Program and policies established 

and prescfibed by or as modified by Franchisor from time to time and to comply with all laws, 
ordinances, and regulations relating to the operation of the. Franchise Business, in order to insure 

the highest quality of food products and services to the consuming public.

Inspection of Premises and Products
Section 4.05. Franchisee agrees to permit Franchisor to inspect Franchisee’s entire Premises 

(\vhich includes the right to speak wiith Franchisee’s employees) at any time during regular 

business hours, without notice, and to obtain and test specimen food items and ingredients and to 

Observe all aspects of the conduct of the Franchise Business by Fr^chisee. Ff^chisee further 

agrees to correct any deficiencies within 30 days of receipt of notice of a violation. Nothing in 

this provision requires; Franchisof to provide Franchisee with a “Notice of Violation” prior to
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issuing a Notice of Default as provided for in Section 9.02 of otherwise affects the ability pf 

Franchisor to tenriihate the; Franchise withoutNotiee of Default;as provided for in Section 9.0:1.

Products, Services, and Supplies
Section 4,06; (a), Ffanchisee acknowledges that Uriiform ^d high standards of quality, 
service, cleanliness, and appearance among all Pizza Factory restaurants are necessaiy in order to 

create and maintain the goodwill ,ahd widespread consumer acceptance. Therefore, Franchisee 

agrees that it shall always prepare, sell, dispense qnd/or give away all food products, beverages,, 

and any other item of any kind in strict compliance with the .pfoeedures and specifications as to 

ingredients, preparation,, appearance, packaging,, serving, and weight pr size set forth in the 

Manual or any updates to the Manual, Franchisee shall neither sell, dispense, hot give awayiany 

item or provide any service on the Preinises except thpse which have been approved by 

Franchisop. Franchisee further agrees to use only those cups, containers, napkins, uniforms, 

paper goods, and other packaging, supplies, or items bearing the Franchisor’s trade name or 
rnarks which conform tp the Manual or any updates thereof

(b) Franchisee is required to purchase all the requifements of dOugh mix,, Spaghetti 
sauce spice, pizza sauce spice,, fiesta seasoning and meatball seasoning, and any other ingredient 

for authorized menu items as may he designated by Fr^chisOr at any time from only that 
supplier(s) designated by Franchisor. Franchisee is also required to purchase a:!! other 

requirements of food, salad bar items, wine^ Other beverages (other dian beer)^ materials and 

supplies only from suppliers designated by Franchisor and, if not designated,, from any other 

supplier meeting the standards and requirements set by FranchiS0r>

(e) Ffanchisee is required to provide a delivery service from the initial opening of the 

Franchise Business to the public and thefeaftef continue to, maintain delivery service in 

compliance with the standards and specifications required by Franchisor during the term pf this 

Agfeement or any extension or renewal thereof If Franchisee utilizes a non-emplpyee, third 

party delivery Sefyice^ Ffanchisee is required to obtain from said non-employee, third party 

delivery service a proof that said delivery service maintains adequate automobile liabilily 

insurance coverage for delivery sefvices of hO less than :$l,000,OGO.()() at all times while 

providing such service to Ffanchisee and provide such proof to Franchispf within five (5) days of 

Franchisor’s written demand. Franchisee must confirm that the delivery person is properly
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licensed and is not exhibiting; any behaviors which would indicate; that person was under the 

influence of alcohol or mind-altering prescription or non-prescription drugs of any nature.

(d) Franchisee is required to utilize a Point of Sale computer system as specified by 

Franchisor,, currently the Speedline, Model No. 5.9, and such other softw^e: and/or equipment as 

thereafter maiy be required pursuant to Sections 4.07fc) and 4.08. Further, Franchisee is required 

to secure and continuously maintain the! hardware and spftwaire support services necessary to 

maintain said Point of Sale computer system updated and in good working Order.
(e) From time to time the Fr^chisor is able to negotiate a contract with a major 

distributor, sufch as Goca-Colaj whith may provide a marketing incentive in the event that all 
Franchisees agree; to purchase a certain designated product. Notwithstanding any other provision 

hereof, inciuding paragraph 4.07(g), upon 30 days’ notice to the Franchisee by Franchisor, 
Franchisee shall agree to and purchase ;tod use as directed by Franchisor and/or offer for sale a 

certain food product or ingredient from the vendor designated by Franchisor. Franchisor may 

retain any :and all marketing incentives, received as compensation for arranging^fbr such products.
(f) Ml signs, posters, or other forms of displays or advertisements used in the 

operation of the Franchise Business must be approved by Franchisor and those bearing the name 

and trademarks of Franchisor must be leased or purchased from Franchisor, from a supplier 

designated by Franchisor, or as otherwise expressly approved in writing by Franchisor.

Adherence to Manual and Standards
Section 4.07. Franchisee agrees that adherence to the Manual and to Franchisor’s standardized 

design and specifications for decor of the; Franchise Business Premises and uniformity of 

equipment, layout, signs, menus, and other incidents of the' Franchise Business are essential to 

the image and goodwill thereof. In recognition of the mutual benefits, accruing froni the 

maintenance of uniformity of appearancci service,, products, a,nd marketing procedures, and in 

recognition of unanticipated changes in technology, consumer preferencesi industry practices and 

trends, scientific discoveries and other factors affecting the industry, it is mutually agreed as 

follows:
(a) Except as specifically authorized in writing by Franchisor, Franchisee shall not 

alter the appearance or size of the Premises; or the improvements thereto. Franchisee Will 

promptly make all repairs and alterations to the Premises and improvements thereto as may be 

determined by Franchisor to be reasonably necessary. Franchisee will, at all times, maintain the
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interior and exterior of the Premises, and all furniture, equipment, and furnishings in a clean and 

sanitary condition and strictly adhere to the health and safety laws and regulations of any 

governmental agency as well as the procedures relating thereto as set forth in the Manual,

(b) Franchisee agrees to display Franchisor’s trade names and trade and service 

marks at the Premises in the manner authorized by Franchisor and is prohibited from using those 

marks or any modifieation of those marks except in conjunction with the Operation or marketing 

of the Franchise Business. Franchisee furtiier agrees to maintain and display signs, of the color,, 

size, and design and in the locations. Speeified by Franchisor. Franchisee shall not place 

additional signs or posters on the Premises without the written consent of Franchisor. Franchisee: 

shall not use or display any name, mark, design, or Slogan in the operation of the Franchise 

Business except those expressly authorized by Franchisor and must promptly cease using any 

adYertisement, Sign, display, name, mark, design, or slogan, whether previously authorized Or 

not, immediately upon demand by Franchisor.
(c) Franchisee agrees to mainta;in all specified equipment, furnishings, signs, and 

Other personal property in excel lent working condition. As. items of equipment become obsolete 

or in need of replacement,, Franchisee will replace such items with the same or substantially 

similar types and kinds of equipment as are being installed in Pizza FaCtofy restaurants, at the 

time replacement becomes necessary. All equipment used in Franchisee’s restaurant shall meet 

Franchisor’s specifications.
(d) Newspaper racks, jukeboxes, gum machines, games, recreational equipment (e.g., 

bounce houses, playground equipment, etc.) or coin vending machines will not be installed or 

otherwise used in or On the Pfeniises Without the prior written approval of Franchisor. 
Notwithstanding the foregoing. Franchisee may install, arcade vending machines at a location in 

or on the Premises approved in advance and in writing by the Franchisor. No cigarette Vending 

machines shall be installed or otherwise used in or on the Pt-emises, nor shall cigarettes or other 

tobacco products be sold in or on the Premises.
(e) Franchisee agrees to serve each and every menu item specified by Franchisor 

(including beer and wine) and may not sell, cause Or allow to be sold, distributed. Or given aWay 

any other food, drink, or any other product, merchandise, or item of any kind on the Premises 

without the prior written approval of Franchisor. Franchisor will also assist Franchisee in 

selecting prices for sale of approved products. Franchisor will also review Franchisee’ s requests

17
1187454:3

Revised 4/2018



for any changes to the menu approved for use at the' Franchise Business, including price changes. 

However, no changes may be made to the menu^ including pricing, unless first approved in 

writing by Franchisor. Prior to opening the Franchise Business, Franchisor will review approved 

all items authorized to be sold with the FrahChisee and Consider any requests: by the Franchisee 

for changes to the sales price for any product set out on the menu approved for use at the time of 

opening., No changes may be made to the menu approved for Use at the Franchise Business, 

including pricing, without the prior approval of Franchisor.

(f) Franchisee agrees that cups, containers, napkins, paper goods, packaging^ and 

other items imprinted with Franchisor’s trade name, trademark, or other indicia shall be 

purchased by Franchisee through a supplier or manufacturer approved in writing by Franchisor 
and Frarichifor agrees to assist Franchisee in establishing approved sources for such items. 

Franchisor agrees to assist Franchisee; in establishing approved sources of supply of food items 

Or ingredients. The Franchisee agrees to utilize only those cups, containers, napkins,, paper 
goods, packaging and other iterns used to dispense products sold which bear the Franchisor’s 

trade name ancFor trademark as: may be approved by the Franchisor as mentioned above.
(g) Except for the Franchisee’s requirements of dough mix, pizza sauce spice, 

spaghetti sauce spice, fiesta seasoning, and meatball seasoning Or for any Other ingredierit for an 

authorized menu item or for other products and supplies the supplier of which has been 

specifically designated by Franchisor as an exclusive supplier, if Franchisee gives Franchisor 

notice sufficiently in advance to permit Franchisor to verify adherence to Er^chisor’s standards 

and specifications, that Franchisee desires to purchase equiprnent, food supplies, containers^ or 

other products from reputable, deperidable sources other than those previously approved, 
Franchisor will not unreasonably withhold the prompt approval of such purchase, provided the 

items purchased conform to the appearancej quality, size or portion (and, where applicable^ 

taste), Md unifoitnity standards and other specifications of Franchisor, Samples fi-om such 

alternative suppliers rnust be delivered to Franchisor for testing and approval delivered in writing 

to Franchisee: before sUCh products may be used by Franchisee. Upon receipt: of the request and 

samples fi-om Franchisee, Franchisor shall estimate the cost to process said request including the 

cost of any testing Or sampling which Franchisee must pay to Franchisor prior fo Franchisor 

taking any further action on Franchisee’s request for approval to use the :altemative product. 

Franchisee shall pay to Franchisor as a condition of approval any reasonable amounts expended
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by Franchisor to process; Franchisee’s request which exceed the estimate. Franchisor shall refund 

to Franchisee any amounts received from Franchisee which were not expended by Franchisor to 

process the request.
(h) Franchisee shall maintain the highest level of customer service in order to insure 

prompt delivery of products in the most courteous manner to Franchisee’s customers. Chronic or 
continuous failure to provide service to the standards required by Franchisor resulting from the 

failure to utilize a sufricient number of staff or adequately training staff for which the Franchisee 

has received a notice of default pursuant to Section 9.03 on more than two occasions during any 

12 month period of time shall constitute grounds for immediate termination of the Franchise.

(I) Franchisee shall refrain from using and prohibit rude, vulgar, sexually explicit, 

discourteous, disrespectful, or other conduct or activities: in the operation of the Franchise 

Business or on the Premises which are inconsistent with the operation of a fantily restaurant. 

Franchisee shall refrain from using and prohibit any conduct, displays, or activities on the 

Premises Which are insiehSitive to or disrespectful of any person based on race, creed, nationality 

or heritage, political affiliation, religion, or those' suffering from physical or mental disabilities. 

Franchisee will also refrain from and prohibit any Other conduct or activities, on the Premises, 
which could adversely affect public opinion or otherwise cause Franchisee, Franchisor^ or its 

network of franchises to beheld in public disrepute. Three ormofe Customer complaints, received 

by Franchisor within any 60 day period complaining of circumstances described in subsections 

(h) or (i) of Ais section 4.07 shall constitute a default for the purposes of Article 9,. More than 

two instances of any notices of default issued based upon a violation of subsections (h) or (i) 
during any 12 month period of time shall provide grounds for a non-curable default and 

immediate terminatibnof the Franchise.
(j) Franchisee shall accept payment for all sales by United Sta^tes coin, currency^ 

bank debit cards, and all credit cards specifically required by Franchisor.

(k) Franchisee expressly agrees, to comply with any jmodifications, changes, 
additions, deletions, substitutions and alterations: of the Prograin, including; any of the products, 

specifications, procedures^ trademarks, interior or exterior decor packages, employee dress 

and/or appearance or any other aspect of the Program without limitation except ais otherwise 

expressly set forth in this Agreement; provided, however, such changes, modifications, additions.
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deletions or alterations shall not materially or unreasonably increase the obligations of the 

Franchisee hereunder.

0) Franchisee shall refrain from any course of conduct undertaken for the purpose of 

haying a negative effect upon any neighborihg Pizza Factory restaurant and must cease: such a 

course of conduct immediately upon receiving vyritten notice from Franchisor^ either pursuant to 

Section liO.08 or by overnight delivety. Franchisor shdl determine, in its sole and absolute: 
discretion, whether a partictilar course pf conduct is designed for the purpose of having a 

negative impact within the me^ing of this provision.

Refurbishments
Section 4.08. Franchisee agrees to effect; within 30 days after notice from Franchisor, such 

refurbishment of the; Franchise Business Premises as Franchisor may from time to time require to 

maintain or irnprove the appearance and efficient operation of the Franchise Business and/br 
increase its sales potential. Franchisee shall not be required to make aggregate expenditures for 

refurbishments in excess of 5% of the gross receipts from the date of its opening to the date of 

any required refurbishment except if Franchisor agrees to pay to or credit Franchisee the 

difference, provided that Franchisee shall not be required to effect any refurbishment during the 

last six months Of the initial term or during the last six months pf any renewal term of the 

Franchise except as inay be necessary to comply with the minimum standards required by this 

Agreement vvhich are effective six months, prior to the end of the applicable term. Ampuiits spent 
for relocation of the Premises are not included in the aggregate amount of refurbishments which 

Franchisor may require Franchisee to itiake duririgthe term of this Agreement. Franchisees still 

in the process of opening may be required to change or modi% tiieir plans or specifications if the 

same will post less than $5,000.00 or Franchisor agrees to pay or credit Franchisee my amount in 

excess of $5,000.00.

Nondisclosure of Information
Section 4.09. Neither Franchisee nor any of its partners, officers, directors, agents, or employees 

shall, except as required in the performmce pf the duties contemplated by this Agreement of 

Franchisee or any such persons (unless the express prior written Consent of Franchisor is 

obtained to do SO), disclose or use at any time, whether during the term of this Agreement or 

thereafter, any information disclosed to or known by Franchisee or ,any Such person as a result of 

or through this Agreement. SuCh informa:tibn includes, hut shall not be limited to, information
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eonceived, originated, discovered, or developed by Franchisee or by any employee of Franchisee 

which is not generally known in the trade or industry, about Franchisor’s products, services, or 
licenses, including information relating to discoveries, ideas, manufacturing, purchasing, 

accoimtihgj engiheering- marketingj merchandisings or selling, ^d includes all information 

contained in the “Program.”

Right to Discoveries and Ideas
Section 4il0. Franchisee shall promptly disclose to Franchisor all discoveries and ideas, whether 

patentable or not, relating to Franchisor’s business, which are eonceived or made by Franchisee 

of any partner, officer, director, agent, or employee of Franchisee,, solely or jointly with others, 

during the term of this Agreement, whether or not Franchisor’s facilitieSj materials, or personnel 

are utilized in the Conception or making of such discoveries or ideas* Franchisee hereby 

acknowledges and agrees that all such discoveries and ideas are the exclusive property of 

Franchisor, and that Franchisor shall have no bbligation to Franchisee with respect thereto.

Consent and Compliance
Section 4.11. Franchisee shall obtain, within a reasonable time after the execution of this 

Agreement, written consent to die provisions contained in this Article, isigned by each of its 

partners, officers, arid directors holdirig Office at that tiriie; and, thereafter, shall obtain such 

consent fi-om such persons who take office after that time. In addition. Franchisee shall take all 

necessary action to insure compliance vvith the provisions Of this Article by such.persons as well 

as by all other eiriployees or agents of Franchisee,

Contributions to Advertising
Sectibri 4.12. (a) Ffarichisee shall pay an amount equal to 3% of its inonthly gross receipts 

to a special advertising account established and administered by Franchisor for the purpose of 

advertising for the benefit of Franchisor’s Ffarichisees arid Other purposes, permitted by 

Section 3.06. All payments to the said account shall be rnade on or before the last business day 

(non-holiday, MOnday ^ Friday) of the Month following thei month for which payment is due and 

shall be made by electronic transfer. The bank information .necessary to allow for eleefronie 

transfer shall be provided to Franchisor no less than 30 days prior to the opening date of the 

Ffanchise Business and within 48 hours Of any change of that bank information. Franchisor 

hereby warrants that all such surns shall be used for advertising purposes or administration of the 

advertising program. Franchisor shall maintain good arid adequate books and records of each
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experiditufe which shall be available for ihspectiori! by Franchisee at all reasonable times. Any 

inforniation not reported as required to determine the amount due, then the amount due may be 

based upon estimated sales as determined according to the provision of Section 4.17(d) hereof. A 

service charge as provided for in Section 4-i7(d) shall be added if Franchisee fails to make the 

payrnent as provided for herein for each month that, said monthly advertising fee remains unpaid 

and which shall be paid by electronic transfer.

(b) In addition to the contribution required by Section 4.12 (k), Franchisee is required 

to^ spend no less than 1% of the total sales on local advertising and promotion of Franchisee’s 

Pizza Factory restaurant during any quarter (any three month period). Franchisee Sha;ll include in 

its monthly sales and expense reports, as required by Section 4.17, the total amount spent each 

month on advertising and promotion. Upon ten days written demand by Franchisor, Franchisee 

must provide to Franchisor written evidence of such expenditures including, but not limited to,
I

inyoices, canceled cheeks, receipts, purchase orders, etc. Any advertising or promotional 

material developed by Franchisee must still be approved by Franchisor 's required pursuant to 

Section 3 ,06 prior to use by Franchisee^

(c) : If a local or regional advertisihg cooperative is formed by Franchisor for a
particular^ geographical location within which the; Franchise Business is situated, Franchisee is 

required to participate in said local and/or regional advertisihg cooperative. Franchisee shull be 

required to contribute a percentage of Frmchisee’s net sales (gross receipts less sales tax) to the 

Fund,maintained for said local and/or regional advertisihg cooperative which Will hot exceed ,2%
of Franchisee’s net sales (gross receipts less sales tax) in addition to the amount referred to in

[

Section 4.12 (a). Franchisor shall maintain and administer the Fund established for local and 

regional advertising cooperatives: pursuant to the; provisions of Section 3.06 hereof.

(d) Franchisor may, by electronic transfer from Franchisee’s bank account, pay itself 

any amounts due and owing to Franchisor for sale of advertising material and promotional items 

to Franchisee which amounts are past due more than 30 days.

Promotion of Business
Section 4.13. Franchisee shall diligeritly and fully exploit his rights uuder this Agreement in 

every manner by devoting his/her best efforts and adequate time to the operation of the Franchise 

BUsinesSj keeping free fronl conflicting enterprises, non-Pizza Factory competing businesses, or
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any other activities which would be detrimental to or'interfere either with the Franchise Business 

or with any similar establishment conducted by another franchisee, of Frahchisdr.

Compliance with Laws and Policies
Section 4.14. Franchisee shall comply with all federal, state, county, and municipal laws, 
ordinances, and regulations affecting, either directly or indirectly, the operation of the Franchise 

Business. Franchisee $hall also comply with all policies issued by Franchisor pertaining to the 

operation of the Franchise Business in order to maintain uniformity among the network of Pizza 

Factoiy restaurants. Franchisee shall also comply with all policies issued by Franchisor 

pertaining to the operation of the Franchise Business in order to maintain uniformity among the 

network of Pizza Factory restaurants. During the term of the franchise. Franchisee and, if 

applicable, its principals, shall refrain from conduct which is harmful to the Pizza Factoiy brand 

dr network of Pizza Factory restaurants induding,, but npt limited to, making public statements 

disparaging the quality of Pizza Factory products or other Pizza Factory franchisees, or commit 

acts which places Franchisor in public disrepute. Upon request by Franchisor, Franchisee is 

required to provide to Franchisor proof of compliance or that Franchisee is current in all 

obligations required by the Federal, state, or local governmental agencies (e.g, sales tax, 

employment- tax, corporate/LLC authorization, business licenses, health permits/certi’fications, 
liquor license, etc,). Proof Of compliance must be provided to Franehisor within 10 days of 

request. More than two instances of any notices of default issued based upon a violation of this 

provision during any 12 month period of time shall provide grounds for a non-curable default 
and immediate termination of the Franchise.

Interference With Employment Relations
Section 4.15. During the tepn of this Agreement, Franchisee shall not directly seek to employ 

any person who is; at the time employed by Franehisor, its- subsidiaries, or any franchisee of 

Franchisor; nor shall Franchisee either directly or indirectly induce or attempt to induce sUeh 

person to leave his or her employment, as aforesa;id.

Noncompetition By Franchisee
Section 4il6. (a) During the term of the franehise, the franchisee shall not,; directly or 
indirectly, undertake or otherwise be involved with any other business actiyiy which will 

compete with the business activity of any Pizza Factory restaurant. The Franchisee Shall not sell 

my item purchased from or through the Franchisor, or bearing the trademark or trade name of
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“Pizza Factory” or other registered trade or service mark of the franchisor, to ^y dealers dr 
for resale, unless such sale is specifically approved in writing and in advance by the Franchisor, 

(b): The Franchisee shall require his or her management personnel and, if applicable,,
each of its principals to sign a non-competition agreement (attached hereto as Exhibit 7) 

prohibiting said individuals from engaging, either directly or indirectly, or in aii advisory 

capacity, in any competing business wherever located while a principal or employee of 

Franchisee and for a period of time following termination of that position in the franchise and 

protecting Franchisor’s trade secrets. Franchisee shall provide: a copy of said non-competition 

agreement signed by each principal, vvhether or not an employee of Franchisee^ to Franchisor 
within teri days, of executing this, Agreement, within ten days, of any person becoming a principal 

of Franchisee, prior to any assignment or transfer of an ownership interest in the Franchise or 

prior to assuming the duties of a management employee. For the purpose of this provision, the 

term “principal” or “principals” Shall mean any person(s) named in this Agreement as Franchisee 

Of who holds any ownership interest in die Franchise Business. Notwithstanding the foregoing, if 

Fr^chisee or any or its priiicipals continues to operate a pizza/pasta or similar restaurant on the 

Premises following termination or expiration of the Franchise granted herein. Franchisee may 

continue to operate such a business a:t said location subject to all other post-termination 

obligations but at no other location within five (5) miles of a Pizza Factory restaurant.

Disclosure of Income. Expense, and Other Information 

Section 4.17, (a) Fr^chisee shall engage and maintain an independent bookkeeper or 

certified public accountant for the Franchise Business. In order to qualify as being 

“independent,” the bookkeeper or certified public accountant must be an independent eontraetOr 

whose services are available to the public generally, maintains a business location separate from 

the Franchise Business, has no equity interest in the Franchise Business, and is not related by 

blood or man-iage to the of the franchisee nor employs anyone who has such a relationship or 
equity interest., Franchisee shall provide: to Franchisor the name, address, telephone nurnber, and 

email address of any independent: bookkeeper' or Certified public accountant Franchisee engages 

to Comply with this subsection upon request by Franchisor. Any changes in that information shall 
be provided by Franchisee to Franchisor within two days of Franchisee learning Of those 

changes. Franchisee will also authorize any independent bookkeeper or CPA to release to
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Franchisor any information pertaining to the operatiOri of the Franchise Business upon request by 

Franchisor made directly to said bookkeeper or CPA.

(b) The bookkeeping inforrriation necessaiy to compile the sales, income, expense 

and inventory data for each month shall be set forth in the form required by Franchisor and shall 

be mailed Or hand delivered to the Franchisee’s independent bookkeeper of CPA of choice on or 
before 15 days after the end of each month to> insure that such monthly information is available 

to FranGhisor within the time stated below. The Franchisee’s independent bookkeeper or CPA 

shall provide to the Franchisor daily and monthly sales, income, expense and inventory data of 

the Franchisee’s operation for each month, in a form specified by the Franchisor^ on Or before the 

last business day of the following month.
(c) The Franchisor may audit and review all of the financial records of the Franchise 

Business at any time during regular business' hours or at any other reasonable time arid 

Franchisee; shall permit such audits arid reviews; arid make all reasonable accommodations 

necessary to allow for the completion of such audits and reviews;
(d) In thei event Franchisee fails to provide to Frarichisor the daily and rnorithly sales, 

income, expense and inventory data required by this, provision within the time required by this 

provision, a service charge shall be added to the; respective royalty and advertising fee which is 

to be calculated from said daily and monthly saless income^ expense, and inventory irifonnatiOn. 
The service fee shall be $75.00 or 10% of the royalty/advertislng fee calculated frorn said daily 

and rnonthly sales, income, expense and inventory information^, whichever is greater, and said 

service fee shall be added fOf each month that said daily and monthly sales, ihcorrie, experise, 

and inventory data remaitis unreported and which shall be paid by electronic transfer. Any 

amounts riot reported as required may be estittiated based on the average amount(s) of the prior 

12 months or, if the term of the Franchise has been less than 12 months, then the average 

amourit(sl fof 'the term of the Franchise.
(e) Franchisee is required to provide Franchisor with iridependent access to the 

information that will be generated or stored in Franchisee’s POS system (described in Section 

4,.06 of this Franchise Agreemerit). Franchisee is required to provide to Franchisor any access 

codes or other information or authorization necessary to allow Franchisor to iridependently 

access said POS system electronically Or by any other method requested by Franchisor in order
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to obtain daily sales reports and profit ^d loss reports, Fr^chisor may access said system at any 

time and without limitation.
(t) Franchisee, is required to authorize any third parties from whom/whieh Franchisee 

receives product or services utilized in any aspect of the Franchise Business to release ^y and 

all information and documents pertaining to such products pr services directly to Franchisor. 

Said authorization to said third party must be provided by Franchisee either at the time 

Franchisee engages or contracts with said third party or promptly upon Franchisor’s demand that 

they provide said third party with such authorization.
Attendance at Company-Wide.and Regional Conferences 

Section 4.18. At the sole discretion of Franchisor,, Franchisor may periodically hold company­

wide and regional conferences for the purpose of discussing With and/or providing to Franchisees 

information pertinent to the operation of Pizza Factory restaurants. Franchisor will not charge a 

fee for the Franchisee to attend the conference but the Franchisee is responsible for paying, Ml 
travel and living expenses while at these conferences. Attendance at these conferences is 

MANDATORY. Pizza Factoiy will provide the Franchisees with no less: than 30 days notice of 

the date and location of such conferences. The failure of Franchisee or a principal of Fr^chisee 

to attend the entire conference will constitute ,a default within the metoing of Section 9.02 of this: 
Agreement. The location of the conference shall be selected by Franchisor.

Security Interest
Section 4.19> Franchisee is required to grant to Franchisor a security interest in all of the 

equipment £uid fixtures associated with the Franchise Business to secure any and all obligations 

of the Franchisee as set forth iii this Agreement. The security interest will be created and 

perfected by Franchisee: executing a security agreernent and a UCC-1 financing statement in the 

general form and style as depicted in Exhibits 1 and 2 hereto. If necessary; Franchisee agrees to 

execute a modification of the Security Agreement to provide security in any additional 

equipment or fixtures acquired for use in the business and execute a UCC-2 form to perfect such 

modification. The security interest granted to Franchisor must be first in priority and superior to 

any other security interest granted by Franchisee to any third party except if Franchisee has 

granted a security interest in Such equipment and fixtures to a lender for the purpose of financing 

establishment of the Franchise Business or purchase of fixtures such equipment for the: business 

in a reasonable sum, and then Franchisor \vill accept a security interest second in priority only to
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that lender. The security agreement financing statement must be executed ^d delivered to 

the Franchisor by the Franchisee prior to Franchisee opening the Pizza Factory restaurant for 
business. Additipnally, Franchisee is required to provide to Franchisor amendments to the 

security agreement and financing statement to provide Franchisor a security interest in any and 

all new equipment and fixtures acquired by Franchisee after the opening of the restaurant. Such 

additional grants of security shall also be first in priority and superior to the security interest of 

any other third party except such security interest may be second in priority to the. security 

interest of a lender, or financier of such new equipment or fixtures^ but up to and including the 

amount of the purchase price of such new equipment Or fixtures actually loaned or deferred. It is 

the obligation of the Franchisee’to advise the Franchisor of any new acquisitions of equipnient 

and fixtures within ten days Of the date of acquisition; If the Franchisee is a corporation, limited 

liability company, limited partnership or other business entity with limited liability protection, all 

principal owners must also sign the Security Agreement.

Mandatory Relocation - Condemnation and Casualty 

Section 4.20 (a) Franchisee must give Franchisor immediate notice in writing of any 

proposed taking of the Franchise Business Or all or any portion of the Premises by ertiinent 

domain. If Franchifor agrees that the Franchise Business or the Premises (or substantial portions 

thereof) vk^ill be taken, Fraiichisof will require Franchisee to relocate the Franchise Business to a 

nearby location within 60 days of the taking which substantially complies with the Site Seleetion 

Guidelines then in effect.
(b) If the Franehise Business is damaged by fire or other casualty. Franchisee will 

expeditiously repair the damage; If the damage or repair requires elosirig the Franchise Business, 
the Franchisee will immediately notify Franchisor and will proniptly begin ah actions necessary 

to repair or rebuild the Franchise Business and Premises. If for any reason the Franchise 

Business and/or Premises cannot be repaired or rebuilt to allow it to be reopened for business 

within 120 days^ then Franchisor may require Franchisee to relocate the Franchise Business to a 

nearby location which substahtially complies with the Site Selection Guidelines then in effect 
and depending on the terms of Franchisee’ s leaser if applicable.

(c) For the purpose of this Section 4.20, the term “iiearby” shall mean an area within 

a ten (10) mile radius of the Premises hereof which is no less than five (5) miles from any other 

Pi^a Factory restaurant. If relocation is either necessary or required by Franchisor, Franchisee
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will be required to designate a new location which substantially complies with the Site Selection 

Guidelines then in effect within 60 days of the taking, damage, or destruction of the Premises or 

30 days from, notice by Franchisor,, whichever is Ibriger, and reopen the Franchise Business at 

said new location within 120 days of Franchisor’s approval of the- new location and in 

compliance wth the provisiohs for relocation set forth in Sections. 1.04, 3.04, and 4.L9 of this 

Agreement.
(d) Nothing in this Section 4.20 will extend the term of this Agreement or the 

Franchise to Frarichisee without the express written approval signed by both Frtmehisor and 

Franchisee:

Methods for Business Communications
Section 4.21. Except for formal notices required by this Agreement ;(e.g. Notice of Defaults 

etC:), Franchisor and Franchisee may communicate between each other for general business 

mattere by facsimile, telephone, in-person communicatiGns, and electronic mail. Franchisor shall 

assign to Franchisee an electrohie mail address flstofehame1@pizzafactorv;coml. The assigned 

electronic mail accourit is for general business communications by and between Franchisor and 

Franchisee ,and Franchisee is not: permitted to utilize the assigned electronic: mail account for 
personal matters. Neither Frarichisor, nor any of its employees are obligated to monitor mty form 

of electronic: communications or any method of communication Other than the assigned 

electronic mail account mentioned in this provision. Franchisee shall refrain from utilizing their 

personal social media accounts for the purpose of general business communications, or utilizing 

the assigned electronic mail account for personal communication and are further prohibited from 

utilizing any of Franchisor’s registered trade namei, trademarks, or service marks in their 

personal social media accounts. Franchisor is not obligated to, and shall not, monitor any social 

media or other types of electronic accounts maintained by Franchisee; and Franchisor shall ibe 

deemed to be Unaware of any entries:made on those accounts.

ARTICLE 5. USE OF PROGRAM 

Use: or Du plication of Program
Section 5.01. Franchisee acloiowledges that Franchisor is engaged in nationwide franchising of 

the Program and that Franchisor’s franchises are valuable because its Franchisees Obtain the 

benefit of the Program which provides: expert and experienced organization, meticulous
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instruetion in every . detail of buildings plannings equippings purchasings aceountihg, marketing, 

promotion, advertising, and operation of a Pizza Factpiy establishment, including the goodwill of 

a nationally established name and reputaition; Franchisee further acknowlediges that any 

appropriation or duplication of said Program or any part thereof for any use or purpose: other than 

for the operation of such establishment at the location specified herein will seriously impair the 

value of Franchisor’s national franchising business, as well as the value of the franchises granted 

by Franchisor to ;all of its franchisees throughout the United States. Accordingly, Franchisee 

agrees that except as to any of Franchisor’s establishments operating under bona fide franchises 

granted by Franchisor or any direct or beneficial ownership in a company listed on any national 

exchange, during the term of this Agreement, or in the event of expiration or termination for a 

period of five years after such termination or expiration. Franchisee shall not, without the written 

consent of Eranchisor first had and obtained, directly or indirectly engage in of acquire any 

financial or beneficial interest in any business which directly or indirectly uses or duplicates said 

Program, or any portion thereof.

Trade Secrets
Section 5.02. Franchisee acknowledges that Franchisor is the owner of all proprietary rights in 

and to the Program and each and every part thereof and the: material and information now and 

hereafter provided and/or revealed to Franchisee under this Agreement relating to the Program, 

Franchisee further acknowledges that the Program, in its entirety, constitutes trade secrets of 

Franchisor, that tiiey ^e revealed to Franchisee in cpnfidenee, and that no right is given to or 

acquired by Franchisee to disclose of feVeal any portion thefedf, and Franchisee hereby 

covenants and agrees to keep and respect the confidence hereunder reposed.

Ownership and Use of Names. Marks, Goodwill 
Section 5.03. Franchisee acknowledges that Eranchisor is the sole owner of all names apd marks 

and goodwill associated with said Ptogram now dr hereafter attached theteto and used in 

connection therewith, and that Ffanchisee,, by this Agreernent,. acquires no right, title, or interest 

in or to the same whatsoever, other than the right to use the same in the manneri prescribed and 

approved by Franchisor and in accordance with this Agreement. The Franchisee agfces not to 

contest, directly or indireetly. Franchisor’s ownership, title, right or interest in any of the trade 

names or trademafks, service marks, trade secrets,, methods, procedures and advertising 

techniques which are p^ of the Franchisor’s business, or contest the Franchisor’s sole right to
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register, use or license others to use such names and marks, trade secrets, methods; procedures 

and techniques. Franchisee may only use Franchisor’s marks during the term of this Agreement 

and only as part of the Pizza Factory Program utilized in the Franchise Business. Franchisee is 

prohibited from modifying or changing any of Franchisor’s trade names, trademarks, or service 

marks except as provided in Section 5.04. The Franchisee; is required to advise the Franchisor as 

soon as reasonably possible after Franchisee learns about an infringement or chaillenge tp the use 

of any trademarks, trade names, service marks, trade secrets, dr any improper or unauthorized 

use of the Operations ManuaiL Franchisee alsQ agrees that if it is a limited liability entity (e.g. 

corporation, limited liability company, limited partnership, etc.), the name of said entity may not 
include any trademark, service mark, or trade name owned by or registered in the name of 

Franchisor and, if violated, must promptly modify the name Upon demand by Franchisor. 
Franchisee shall modify or make any change necessaiy to, its name to the; extent that the same 

interferes with dr infnnges upon Franchisor’s; registered trade namesj trademarks^ or service 

marks.

Obligations and Defense of Names, Marks, Goodwill 
Section 5i04. Franchisee must modify or discontinue the use of any trademark, service rtiark, 

process or any copyrighted rnatenal if Franchisor modifies or discontinues use of such mark, 

material or process. In the event that such modification or discontihuarice is the Tesult.df or arises 

out of claims or actions by third party(ies). Franchisor’s sole obligation is to reimburse 

Franchisee for the tangible costs of compliance (for example. Changing signs, menus, etc.). 
Franchisee must promptly comply with any decision by or directive from Franchisor to add, 

modify or discontinue the use of a name, mark or an item or process whether or ndt covered by a 

registered trademark, service mark, copyright, or patent. Franchisor’s sole obligation in the event 

of such addition, modification or discontinuance is to reimburse Franchisee for the tangible cost 

of Complying with these obligations if such is the result of or arises out of claims(s) or action(s) 
by third party(ies), In the event of a claim or actidn initiated by a third party pertaining to ,any 

name, trademark or service mark, copyright, or patent violation or other infringement arising out 
of or relating to Franchisee’s use of any item, process or mark which is part of the Pizza Factory 

Program authorized for Franchisee’s use by FranchiSdr and not in violation of any provision of 

this Agreement, Franchisor will indemnify Franchisee for any damages it may suffer by reason 

of such claim and may, at its option^ defend the Franchisee in such litigation, which defense
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Franchisee is required to accept. If Franchisor provides a defense for Franchisee, which may 

include a joint defense with Franchisor if applicable or unless prohibited by lawi Fr^chisor is 

riot resporisible to pay for any other legal fees of cOsts incurred by Franchisee in defense of the 

claim, action or proceeding; However, if Franchisor does not or cannot provide a defense for 

such ari action or claim, it will reirriburse Franchisee fOr the reasonable costs incuffed in 

litigation associated with use^ by Franchisee of such item, process or rnark. In the event Of any 

Claim or legal action instituted by a third party against both Franchisor and Frarichisee, covered 

by this provision. Franchisee agrees to execute aii appropriate waiver of any conflict of interest 

between Franchisor arid Franchisee or Such Other document aS riCcessary to allow a joirit deferiSe 

with Franchisor unless doing so would be unlawful or unreasonable under the circriinstances.

ARTICLE 6. RELATIONSHIP OF PARTIES 

Franchisor’s Control
Section 6.01.. (a) Franchisee shall be resporisible to Franchisor only for the requirements 

arid results specified by this Agreement. Nothing in this Agreement may be, construed to create a 

partriership, joint venture, agency, employment, or fiduciary relationship of any kirid. 
Franchisee’s employees are not arid will riot be considered Franchisor’s employees. Neither 
Franchisee nof any of Franchisee’s employees or those who are otherwise compensated by 

Frarichisee may in any way, directly Or iridirectly, expresHy Of by implication, be cOriStfued to be 

Franchisor’s employees for any purpose, most particularly with respect to any mandated or other 

.insurance coveragej tax or contributions, or requirements pertaining to withholdings, levied or 
fixed by any national, city, state, or federal governmental agency. Franchisor will not bave the 

power to hire or fire Franchisee’s employees. Franchisee expressly agrees, and will never 

contend otherwise, that Ftarichisof’s authority tinder this Agfeement to Certify or approve certain 

Fr^chisee’s employees as qualified to perform certain functions for the Franchise Business does 

not directly of indirectly vest iri Franchisor the power tO hife, fire, or control any such employee.
(bj Franchisee acknowledges and agrees, and will never contend otherwise, that 

Franchisee alone will exercise day-to-day Control over all Operations, activitiesi and elements of 

Franchisee’s Franchise Business and that under no circuinstarices shall Franchisor do so or be 

deemed to do so., Franchisee further acknowledges: and agrees, arid will never contend otherwise, 
that the various requirements, restrictions, prohibitions, specifications, £uid procedures of the

I
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Program which Franchisee is/are required to comply with under this Agreement, whether set 
forth in the Operations Manual; or otherwise, do not directly or indirectly constitute, suggest, 

infer, or imply that Franchisor controls any aspect or element of the day-to-day operations of the 

Franchise Business, which Franchisee alone controls, but only constitute standards Franchisee; 

mustadhere to when exercising control of the day-to-day Operations of the FimiChise Business.

Scope: of Authority
Section 6.02. (a) Franehisee does not, without Franchisor’s prior written approval, have my 

power Or authority to Obligate Franchisor for any expenses, liabilities, or other obligations,, other 

than as specifically provided in this Agreement or to which Franchisor expressly consents in 

writing. Except as expressly provided in this Agreement, Franchisor may not control or have 

access to Franchisee’s funds or the expenditure of Franchisee’s funds or in any Other way 

exercise dominion or control Over Eranchisee’s Franchise Business. Except as otherwise 

expressly authorized by this Agreement, neither parly will make any express or implied 

agreements, warrantieSi gumantees. Or representations of incur any debt in the name of of On 

behalf of the other party, or represent that the relationship between the parties is other than that 

of franchisor and franchisee. Franchisor does not assume any liability, and will not be considered 

liable, for any agreements, representations, or warranties rnade by Franehisee which are not 

expfesSly authorized under this Agreement. Franchisor will not be obligated for any damages to 

any person or property which difectly Or iridirectly arise from or relate to Franchisee’s operation 

of the; Franchise Business,

(b) Franchisee must display at all times in a place conspicuous to: the public at the 

Franchise Business a sign approved by the Franchisor which reads substantially as follows: “This 

franchise restaurant is independently owned and operated by [name, and address of the 

Franchisee and, if appropriate, any contact person].”

ARTICLE 7. LIABILITY INSURANCE AND INDEMNITY
I

Insurance Coverage.
Section 7.01. Franchisee hereby agrees to carry products liability insufance and public liability 

ihsufance: in founts not less than $2,dOO,OOO.O0 per incident and $4,000,000.00 in the 

aggfegate for bodily injury and property damage covering the Ffahehise Business and its 

Premises and products. Franchisee further agrees to name Francliisor as an additional insured in
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all insurance policies procured pursuarit to- this Article. In addition to the auto insurance which is 

required of iion-employee and/or third party deilivery services utilized by Fr^chisee (see Section 

4.06 (c)), Franchisee is also required to obtain ah appropria;te auto insurance policy to cover 
delivery services (non-p\vner and/or corninercial) providing benefits of ho less than 

Sl jOGO,000.00 in the aggregate for public liability and public darhage. Pnor to comrhenCihg 

business Franchisee shall provide to Franchisor proof of coixipliance with these insurance 

requirements. During the term of the franchise Franchisee shall contihue to provide proof of 

compliance on no less than ^ annual basis or within ten days of written request from Franchisor 

for such proof The rnihimUm amount of cOverages/mehtioned above must be increased to the 

amount(si) designated by Franchisor upon 1^0 days written notice to Franchisee.

Indemnity
Section 7.02. Franchisee covenants and agrees that in the; event that Franchisor or any of its 

employees or agents shall, without fault on his/her/their/lts parti be made or become a party to 

any suit by reason of this Agreernent or by any act or omission by Franchisee hereunder, or 

arising out of or related to the operation of the Franchise Business except as otherwise expressly 

provided for herein. Franchisee shall pay all costs and expenses, including attorney’s fees, 
incurred by or irnposed on Franchisor or any of its employees: or agents by or in eonnectibn with 

such litigation.

ARTICLE 81 ASSIGNMENT
Section 8.01., (U) Neither this Agreement hof any interest therein or any assets associated 

therewith as defined in this provision shall be, assigned or transferred by Franchisee unless the 

written consent thereto is first had and received from Franchisor. Any saile, transfer or 
assignment as defined in this Article 8 (see subsection (b), below) without the consent of 

Franchifor as required herein shall be of no force or effecti If such consent is given. Franchisee 

shall continue to be obligated for the performance of Franchisee’s obligations hereunder, 
notwithstanding the grant of such consent. Payment of the transfer fee then being charged 

(currently $13,000.00) to Franchisor is required to obtain Franchisor’s consent except as 

otherwise stated. Approval may nPt be unreasonably Withheld by the Franchisor. Unless 

approved, disapproved. Or conditionally approved by Franchisor, approval shall be deemed 

granted by the Franchisor ,60 days after the date on which the Franchisor receives the following
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items subject to satisfactoiy compliance by the Franchisee and proposed new franchisee Of the 

conditions for final approvai/consent set forth in subsection (b); (1) All forms, financial 

disclosures, and related information then being, generally utilized by Franchisor in reviewing 

prospective new Franehisees; (2) paynaent of the transfer fee, and (3) A copy of all agreements 

related to the salei assignment^ or transfer of the Franchise, the assets of the Franchise Business, 

or the interest in the Franchise Business to be transferred; provided, however; regardless if 

conditionally approved or approved by default, then such approval is subject to satisfactory 

compliance by the Franchisee and the proposed new Franchiseei of the conditions for final 

approval/eonsent set forth in subsection (b)j hereof In the event the proposed new transferee^ is 

disapproved. Franchisor shall return all but $2,500.00 of the transfer fee to the party who/which 

paid said transfer fee to Franchisor.
(b) Consent to the sale, transfer, or assignment within the meaning of this Section

I

8.01 shall be conditioned upon the following: (1) the proposed assignees and ;successors in 

interest meet reasonable standards of financial and ethical responsibility, considering thei 

standards the Franchisor is then currently applying to new franchises at the time of the proposed 

sale/assignment; (2) If applicable, the proposed assignee/transferee pays for the initial training 

program, at the ratei theo being charged to new franchisees for up to two personnel'to attend and 

satisfactorily completes traihing required of a new fi-anchisee as set forth in Section 3 .08 of this 

Agreement prior to close; of escrow or transfer of the Franchise Business; (3) execution of a 

release agreement by Franchisee, the form of which is attached hereto, marked “E^ibit 4” and 

incorporated herein by this reference; (4) execution by proposed assigneei!transferee of the 

Franchise Agreement then being utilized by Franchisor including that the advertising fee will be 

no less than the advertising fee then being charged for sale of a new franchise and the; royalty 

then being charged to the Franchisee is increased by 1% (e.g. Franehisee royalty of 4% would be 

5°/(o for assignee/transferee) Or the royalty provided for in the Franchise Agreement then being 

used for sale of new franchises,, whichever is less, and, if applicable, execution of a personal 

guarantee and a non-competition agreement then being utilized by eaCh principal of the new 

Franchise; (5) Update all decor and equipment to current standards than being required of new 

franchisees, and; (6) Franchisee and proposed assignee/transferee satisfies any Other condition 

then required by Franchisor for transfer or assignment of Franchise and then being required of
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new franchisees or as reasonably appropriate for the proposed new transferee at the: time 

conditional approvaiwas given or deemed given.,

(c) If Franchisee or its principals accept a promissory note as part of the purchase

price for the sale/transfer/assignment of the Franchise Business and the promissory note is
1

secured by My assets associated with or used in the Franchise Business, Franchisee and, if 

applicable, its principals shall be required to guarantee the fiill and faithful performance by the 

buyer/assignee/trahsferee of all Pbligatioris under the Franchise Agreement. A copy of the form 

of the Personal Guarantee required is attached hereto as Exhibit 6. Franchisor rhay waive all or a 

portion of the transfer fee if the sale, transfer or assignment is to an existing Pizza Factory 

franchisee or to a. business entity wholly ovyned by the Franchisee(s) named in this’ Agreement.

(d) A Salej transfer of assignment by Franchisee occufs within the meaning of this 

contract if (1) there is a sale, transfer or assignment of any rights under this contract including a 

sale, transfer or assignment to a business entity either wholly or partially owned by Franchisee;

(2) a sale, transfer or assignment of the: majority of the assets of the Franchise Business including 

a, sale, transfer or assignment to a business entity either wholly or partially owmed by Franchisee;
(3) in the event the Franchisee is a corporation or other type of business entity other than a sole: 

proprietorship, then any transfer to a third party or entity which/who were not holders of an 

ownership interest in the Ffanchisee prior to the transfer;, (4) in the event the Franchisee is a 

corporation of other type of business entity, other than a sole proprietorship, any transfer, sale, or 
assignment of 10% or more Ownership interest in the Franchisee; or (:5) a sale, transfer or 
assignment of any ownership interest in die business being operated at the Premises or at any 

relocation of said business. The: term “Franchise Business” refers tO the Pizza Factory restaurant 

operated pursuant to this Agreement and any or all assets associated therewith.

fe) If the proposed transferee holds 50% or more of the ownership interest in the 

Ffanchisee prior to the proposed transfer, then prior to the: date of the proposed transfer or 

assignment. Franchisee must first offer to sell the entire Franchise Business to Franchisor by 

giving Franchisor written notice to that effect. The notice shall specify the percentage of the: 

Franchise Business or percentage of ovvnership interest in Franchisee proposed to fie transferred 

or assigned and shall fie accompanied by a copy of the contract of transfer or assignment or set 
forth all of the material terms of the transfer or assignment to the proposed transferee. The notice 

shali also specify that Franchisor has' a right to match that offer, if the same is a bona fide offer,,
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and if less than 100% c)f the Franchise Business or ownership interest in the Franchisee is 

proposed to be transferred or assigned, offer to sell to Franchisor the entire Franchise: Business or 

ownership interest in Franchisee at a price and oh terms consistent with the offer to sell the 

portion (e.g. bona fide offer to sell, transfer or assign 50% ownership interest in Franchisee or 

Franchise Business to the proposed transferee, the offer to Sell the entire Franchise Business to 

the Franchisor will be double the proposed purchase price for the 50% interest). The Franchisor 

shall have the 30’ days; after receipt of siich notice to exercise the option to purchase the 

Franchise Business according to the terms and provisions set forth in the notice. Nothing in this 

paragraph shall be construed or interpreted as excusing Franchisee’s obligation to obtain 

Franchisor’s consent for any transfer or assignment required by this Sectipn' S.Ol in the event 

Franchisor declines the offer of first refusal. This subsection (e) does not apply if the sale, 

transfer or assigruherit is to a business entity wholly owned by all the Franchisee(s) named in this 

Agreement., ^
,(f) Eranchisor must be notified within 48 hours of the death of the Franchisee or any 

principai owner of the Franchisee. Upon the death of the Franchisee or any principal owner 

thereofi the Franchise may continue to be operated under the supervision of any surviving spouse 

or, if the Franchisee is a business entity, any surviving principal of the Franchisee or, if there is 

neither a surviving spouse rtor principal willing or able to act in that capacity, then under the 

supervision of a third party competent to operate the business with the written consent of the 

Franchisor: Continuation of the business beyond ten days after the death Of the Franchisee Or any 

principal of the Franchisee by a third party without receiving the consent of the Franchisor as 

mentioned aboye shall constitute a noncurable default under Section 9.01 hereof. The business 

may continue to Operate for a period Of 12 months under the supervision of a surviving spouse 

or, if the Franchisee is a business entity,, a surviving principal of the Franchisee: or a competent 

person pf which the Franchisor has consented, but the estate of the deceased Franchisee or 
deceased principal of the Franchisee and/or other persons/ehtities in control of the business must 

sell or assign the interest Of the deceased to a buyer approved by the Franchisor pursuant to this 

article within 12 months of the death of the deceased Franchisee pr principaTof the Franchisee. 

Nothing in this provision should be; interpreted as an exception to operate the Franchisee 

business with a.designated on-premi'Ses manager as required pursuant to Section 4.02 (b),
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(g) In the event the assignment or transfer is the result of ariy dissolutiori of marriage 

or eivil union. Franchisee must promptly provide Fr^chisor with copies of any and all 
agreements or court orders which pertain or relate; in airy fashion to the disposition of a.ny interest 
in the Franchisee or the Franchise Business. Nothing in this provision relieves the Franchisee or 

any guarantor of the Franchisee of his/her/their/its obligations under this Agreement or any 

guarantee of performance:
(h) Nothing in this Section 8.01 affects the right of Franchisor to exercise its option to 

pinehase the Franchise Business as provided for pursuant to Section 9.03 hereof except as 

expressly sta;ted therein.

(i) Franchisee will be assigned an electronic mail address which may be used for 
business piuposes only: That electronic mail address (e:g. “storename@pizzafactorv.com”i is 

required to be transferred to any new franchisee or transferee as part of any sale pr transfer of the
I

Franchise Business^ All electronic mail history for said electronic mail address contained in any 

electronic storage device shall also be transferred to any new franchisee or transferee.

ARTICLE 9. DEFAULT AND TERMINATION 

Termination Upon Events of Default
Section 9.01. Franchisor, at its.option and without prejudice to any and all remedies which it 
may otherwise have,; either at law or equity, or under the terms of this Agreement, may forthwith 

terminate, without any notice and cure provisions as set forth in Section 9.02(a) hereof and v/ith 

Only thC; notice provisions provided for in Section 9.02(c) hereof, the Franchise grated 

hereunder upon the happening of any of the, following events of default:
(a) If Franchisee shall be adjudicated a bankrupt, become insolvent, or fail to pay, 

within 30 days of the date due, any expense incurred related to the operation of the Franchise 

Business.
(b) If a receiver of Franchisee’s property, or any part thereof, shall be appointed by a 

court.of competent authority.
(c) , If a. Franchisee makes a general assignment for the: benefit of his creditors.
(d) If Franchisee defaults in the payment of any indebtedness to Franchisor or its 

affiliates or to any exclusive supplier within five days after receiving written, notice that such 

fees or amounts are overdue.
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(e) If My judgment against Franchisee remains unsatisfied or unbonded of record for 

30 days or longer and the Franchise Business or Business Premises of the Franchise are seized, 
taken over, or foreclosed by the creditor, lienholder, or lessor, or are seized, taken over, or 

foreclosed by a government official in the exercise of his or her duties; or a levy of execution has 

been made> upon the license granted by the Franchise Agreement or upon any property used in 

the Franchise Business and it is not discharged wi&in five days of such levy,

(f) If procedures for reorganization or rearrangement of Franchisee’s affairs are 

instituted by,, for,, or against Franchisee.

(g) If Franchisee’s right of possession, as lessee or sublessee of the Premises in which 

Franchisee operates his Franchise Business,, shaill at any time be terminated for any cause 

whatsoever,
(h) Conviction by the Franchisee or any principal of Franchisee of n felony or any 

ofiier criminal misconduct which is relevant to the operation of the Franchise.
(i) Repeated defaults even after cure (more than two within any 12 month period).
(j) Abandonment of the business or unapproved transfer or assignment of the

business.

(k)
(l)

Franchisor and Franchisee agree in writing to terminate the Franchise.

Franchisee has made any material misrepresentation relating to the acquisition of 

the Franchise Business or engages in conduct which reflects materially and unfavorably upon the 

operation and reputation of the Franchise Business or system.
(m) Franchisee fails, for a period of ten days after notification of non-compliance, to 

comply with any Federal, state, or, local law or regulation^ including, but not limited to, all 
health. Safety, building;and labor laws or regulations applica,ble to foe operation of foe Franchise.

(n) Franchisor has made a reasonable determination that continued operation of the 

Franchise by the Franchisee will result in an imminent danger to public health or safety.

Notice and Cure of Default and Liquidated Damage Provision 

Section 9.02. (q) If Franchisee fails' to substantially eoniply with any of foe terms and 

conditions of this Agreement or any other agreement with Franchisor pertaining fo foe operation 

of foe Franchise Business or any lease or sublease of foe Premises in Which Franchisee operates 

his Franchise Business or a violation of policies or Program standards or procedures as those 

may be modified from time to time as provided for in Sections: 3^,03, 4.02 (a), 4.04, 4.06, 4.07
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and 4;08, orthe Manual, Franchisor shall j at its option, setVe upon Franchisee by certified mail, a 

60: day (or longer period if required by applicable law) notice: of default. Such notice shall 

enumerate those acts which constitute a default of this Agreement. Franchisee shall then have 60 

days (pr longer period if required by a^pplicable: law) from the receipt of said notice in yvhich to 

fully cure all of said defaults in the judgment of Franchisor, Franchisee cures the defaults^ aiid 

Franchisee’s rights under this Agreement shall be reinstated. The time to cure rnay be extended 

by separate written agreenient between Franchisor and Franchisee. If Franchisee has not fully 

Cured said default Or defaults within said time period. Franchisor shall have the absolute right to 

fully and finally terminate and declare at an end the Franchise granted to Franchisee Upon 

issuance of,a final Notice of Tefrhinaition which shall state; the efFective date of the termination 

which shall not exceed 30. days fi-om the date said Notice is mailed or personally delivered to 

Franchisee ih compliance with Seetion TG.Q8. Notwithstanding the foregoing, Frarichisor may 

terminate the Franchise granted herein without notice upon any occurrence of the events or 

violations covered by Seetion 9.01.
(b) The parties wish to agree upon a formula for liquidated damages to avoid the cost 

and expense pf litigating damages in the event of Franchisee’s breach of this Agreement, The 

parties agree that it would be extremely difficult or impractical to fix the ampunt pf actual 

damages in advance because of uncertaihties in the marketplace and differing circumstances that 
might exist at the time of breach, including uncertainly as to: the value; to Franchisor of having a 

Pizza. Factory restaurant in a particular region or area, the exposure of the business name and 

trade marks to the public, arid marketing Of prospective franchises to potentially interested 

parties. Based upon the estimate that it takes at least two years to find a replacement fi-anchisee
I

in a marketj the parties have made ,a reasonable endeavor to estimate fair compensation for the 

loss that would be sustained upon a breach by the franchisee during the term of this Agreement., 

The parties, therefore, agree that Upon the termination of this Agreement due to the breach of 

Franchisee, Franchisee shall pay to Franchisor,, as liquidated damages and not as a penalty, 

twenty-four times the average monthly royalty that was due, and payable on the gross receipts of 

Franchisee over the two years, prior to termination (or if Franchisee has not operated its 

restaurant: for two years, then the period from the month following the opening of the restaurant 
until the month prior to termination of this Agreement). If the breach occurs at a time when 

there remains less than 36 months remaining in the tenn of this Agreement, the multiple shall be
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reduced to the remaining months in the franchise term, The liquidated damages shall be full and 

complete compiensation for any damages that Franchisor would have suffered for the failure of 

the Franchisee to fulfill the complete tenu of this Agreement. Any debt of the Franchisee for 

royalties Unpa:id at;the time of termination, for product purchases, advertising fund fees, or other 
fees, or other fees and costs will remain to be> owed and will be in addition to the agreed upon 

liquidated damages. The parties further agree that the above-mentioned damages are reasonable 

and such would have a reasonable relationship to the actual damages, if such could be precisely 

determined.
(c) Upon Fr^ehisor learning of any event which qualifies as amon-curable default as 

defined In Section 9.01 hereof. Franchisor may, at its option, forthwith terminate the Franchise 

which termination shall be effective upon the mailing dr personal delivery pf a Notice of 

Termination by the method provided for pursuant to Section 10.08.

Option to Purchase
Section 9.03; Notwithstanding any other provision herein and/or in addition thereto, Franchisor 

shall have an option from expiration ^d/or the date Notice of Termination, as applicable, is 

given through and including the 60th day following; termination or expiration of the Franchise to 

purchase frprn Franchisee the Franchise Business including equipment, fixtures, inventory .and 

other assets associated therewith at the Fair Market Value thereof and according to the terms and 

provisions of the Option Purchase Agreement attached hereto as Exhibit 5 along with any other 

terms and provisions provided for in this Section. Sa:id option shall be deemed to have been 

exercised upon Franchisor notifying Franchisee in writing that it is exercising said option., 

Franchisor shall sign the Option Purchase Agreement ,and deliver the same to a reputable Escrow 

Holder of Franchisor’s choice within ten days of the determination of the Fair Market Value 

pursuant to the terms set forth below. Franchisor may deduct arid withhold from said purchase 

price all amounts due Franchisor and third party creditors from Franchisee, including liens or 

security interests upon any of the assets so purchased, rentals due under any lease or sublease^ or 
any other indebtedness of Franchisee with respect to the Franchise Business and the assets being 

purchased thereunder as of dose of escrow and, as applicable, pay the same to the Franchisor, 

lienor, creditor, etc. If requested by Franchisor, Franchisee shall furnish Franchisor apd Escrow 

Holder with an affidavit and other instruments required by applicable sales tax Hws or 

regulations. In addition, Franchisee shaU assign, arid convey to FrarichiSor, at Franchisor’s option
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all rights, title and interest of Franchisee in or under any lease. Or sublease of any real or personal 

property used by Franchisee in the operation of the Franchise Business. In addition to all other 

remedies provided for herein, Franchisor shall be entitled to specific performance of the option 

herein granted including the right to enter onto the Premises and operate the business pending
I

completion of the transfer in the event Franchisee fails to continue operating the unit in the 

normal course of business. Further, Franchisor has an option to purchase the Franchise Business 

at its Fair Market Value prior to transfer or assignment by Franchisee, after the death of the 

Franchisee or any principal thereof or bankruptcy thereof pursuant to the procedure provided for 
in this Section., Said option to purchase upon proposed transfer, assignment or death may be 

exercised from the date Franchisor has actual knowledge of said death or proposed transfer or 
assignment and for 60 days following receipt by Franchispr-of written notice fromi any interested 

party of said event or circumstance; Fair Market Value shall be determined by an appraiser 
chosen by the Franchisor. Franchisor must provide said appraisal within 60 days of Franchisee 

providing to Franchisor’s appraiser all information reasonably requested by said appraiser. 

Franchisor may rescind the exercise of its option granted herein at any time prior to the date 

when Franchisor’s appraisal is due. Franchisee shall have the opportunity to object to the 

appraisal within 15 days; after receipt of said appraisal. Thereafter, Franchisee shall have 3 0: days 

to obtain another appraisal by a competent appraiser pf the Fair Market Value of the Franchise 

Business at Franchisee’s expense and the Fair Market Value shall be determined to be the 

average between the two appraisals. Should Franchisee fail to provide the additional appraisal 

within the time specified, the Fair Market Value as determined by Franchisor’s appraiser shall be 

deemed to be the Fair Market Value for the purposes of this provision. If Franchisee timely 

obtains another appraisal. Franchisor may rescind the exercise of its option by written notice to 

Franchisee; within 20 days following receipt of Franchisee’s appraisal and proceed to exercise 

any other remedy available: to Franchisor pursuant to this Agreement, or by law. Ffanchisee shall 
provide any information and otherwise perform any act necessary to fulfill the foregoing terms 

and provisions.

Effect of Expiration or Termination
‘ 1

Section 9.04. (a) Upon expiration or termination of the Franchise, Franchisee’s right to use 

the Program or Franchisor’s trademarks. Service marks, trade names, or other indicia shall 
terminate forthwith. Franchisee shall not thereafter, directly or indirectly, identify
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himself/herself/itself in any m^er as a Pizza Factory Franchisee, or publicly identify 

himself/herself/itself as a former Pizza Factory Franchisee, Or use any of Franchisor’s trade 

secrets or materials constituting part of Franchisor’s Program, In the event that Franchisor shall 

not exercise the option to require the assignment and conveyance to Franchisor Franchisee’s 
rights, title and interest in or under any lease or sublease of the Premises, Franchisee agrees upon 

expiration or termination of the Franchise that Franchisee shall immediately make such removals 

or changes in signs and colors of buildings and structures as Franchisor shall reasonably request 

so as to distinguish ,said Premises from its former appearance: and from any other Pizza Factory 

establishment. If Franchisee; shall fail to make such changes forthwith, Franchisor may enter 

Franchisee’s Premises and make such changes at Franchisee’s expense.
ARTICLE 10. MISCELLANEOUS PROVISIONS 

Nonwaiver
Section 10.01. No waiver of any Condition or covenant contained in this Agreement nor failure: 
to exercise a right or remedy by either of the parties hereto shall be considered to imply or 

Constitute a further waiver by such party of the same or any other condition, covenant, right,, of 

remedy.

Governing Law
Section 10.02. The validity and construction of this Agreement shall be governed by the laws of 

the State of California. '

Construction
Section 10.03. Throughout this Agreement, the use of the singular shall be construed to include 

the plural and vice versa. The uSe of aiiy gender shall include all genders, whenever required by 

the context.

Execution of Documents
Section 10.04. Each party to this Agreement shall from time to time, upoa request by the; other 

party, execute, acknowledge, and deliver to such other party a written statement certifying that 
this A^eemeht haS not been modified and is in full force and effect (or, if tiiere have been 

modifications, that the same are in full force and effect and stating such modifications); Each 

party to this Agreement shall also, from time to time, upon request by the other party, execute 

any additionai documents which may reasonably be required to effectuate the purposes of this 

Agreement.
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Successors and Assigns
Section 10.05. The provisions of this Agreement shall inure tO the benefit Of arid be binding 

upon the parties and' their respective representatives, successors, and assigns.

Severability of Provisions
Section 10.06. If any provisibp of this Agreement is held to be illegal or invalid by any triburial 

in a final decision from which no appeal is or can be takeri^ such provision shall be deemed 

modified to eliminate the invalid element, and, as so modified, such provision shall be deemed a 

part Of this Agreement as though originally included herein. The remaining provisions of this 

Agreement shall not be affected by such modification. ^

Extent of Agreement
Section lOiOT. This Agreement and all exhibits to this Agreement constitute the entire 

agreement between Franchisor arid Franchisee and supercedes any and all prior negotiations^ 

undefstaridirigs, fepreseritatioris, and agreements. Nothing in this or in any related agreement, 
however, is intended to disclaim the representations Franchisor made in the fi-anchise disclosure 

document that Franchisor furnished to Franchisee.
Franchisee acknowledges that Franehisee is entering into this Agreement as a result of 

Franchisee’s Own independent investigation of Franchisor’s franchise business and not as a result 
Of any representations about Franchisor made by Franchisor’s shareholders, officers, directors, 

employees, agents, representatives, independent eontraetors, or franchisees that are contrary to 

the teims set forth in this Agreement, or in any disclosure: document, prospectus^ or other similar 

document required or permitted to be given to Franchisee pursuant to applicable law.

Notices I
Section 10.08. AU notices under this Agreement shall be in writing and may bC given by 

personal delivery or by mailing by first class, certified mail, return receipt requested, addressed 

to Franchisor at Pizza Factory, Inc,, 49430 Road 426, Suite D, PO Box 989, Oakhuret, California 

93644 or to Franchisee at: Or at

such other address as either party may designate in a notice to the other party given in such 

manner. Any notice given by mail shall bC considered given when deposited in the United States 

maif postage prepaid, addressed as provided herein.
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Modification of Agfeemeht
Section 10.09. The Franchisee may modify the Fr^chise Agreement only by mutual consent of 

the Franchisee and the Franchisor. The modification must be in die form of a writings, signed by 

the Franchisee and the: Franchisor, which states that the writing is an amendment or modification 

of the existing fi-anchise agreement. The Franchisor may modify the Franchise Agreement in 

regard to specifications, at any time, provided that it gives written notice to the Franchisee. All 
other modifications of the Franchise; Agreement must be mutually consented to by idie Ffanchisor 

and the Fr^chisee, in a vvriting signed by both parties which states that the writing is an 

amendment or modification of the existing Franchise Agreement. Notwithstanding the foregoing. 
Franchisor may modify any procedures, specificatibhs, products, supplies, or othfy operational 

matters whether or not expressly proyided for in this Agreement without the prior approval of 

Franchisee^ .

Venue
Section 10.10. The parties' agree that for the purposes of jurisdiction and venue, any and all 
actions brought regarding the relationship between the Franchisee and the Franchisor, or any and 

all actions brought to enforce the provisions of this: Agreement, shall be brought in a California 

state court situated in the County of Madera,, State of California, having subject matter 
jurisdiction over such litigation. '

Surviva:bilitv
Section 10.11. Any provision in this Agreement which imposes an obligation or grants a benefit 

Or right to any party which expressly Of necessarily extends beyond termination of this 

Agreement or the Franchise granted herein, or an obligation for payment of any monetary sum 

which was accrued prior to termination thereof Of any obligation Of right which arises upon 

default of a party Or expiration or termination of this Agreement or the Franchise granted herein 

shall survive tennination or expiration of this Agreement or the Ff^chise. ^

The remainder of this page, is blank.
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Attorney’s Fees

Se^ibh 10.12. Upon the occunrenee of an event of default by Franchisee or any dispute between 

Franchisee and Franchisor arising out of or related to this Agreement or the operation of the 

Franchise Business, Fr^chisor shall be entitled to recover from Franchisee reasonable attorney’s
fees ^d costs incurred by Fr^chisor as a result of such default or dispute includihgj but not

1

limited to, fees and costs incurred for enforcement of any rights of Franchisor or collection of 

any amounts due to Franchisor whether formal court or arbitration proceedings are initiated or 

not.
Executed at,^, on the day and year first 

above written.
I

FRANGfflSOR: FRANCHISEE;

DO NOT SIGN - EXHIBIT TO DISCLOSURE DOCUMENT

[type name and title]
By;_

[type name and title]

[itype-name and title]
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GUARANTY And assumption of FRANCHISEE’S OBLIGATIONS

This Guaranty is frorn the undersigned officers, directors, partners or owners of the Franchisee 
under the Franchise Agreement (the “Agreement”) dated^between PIZZA FACTORY,
INC. (“Franchispr”) and ________ ________ ,, [if qssi^ed, add\ Md assigned
to ICTranchisee”).

In consideration of and as an inducement to the execution of the Agreement by Franchisor, each 
person signing this Guaranty hereby personally and unconditionally, jointly and severally- (i) guarantees' 
to Franchisor and its successors and assigns that the Franchisee \vill punctually pay when due all amounts 
required to be paid under the Agreement and perform each and eveiy undertakingi agreenient and 
edveri'ant Set fdrfli in the Agreement; ^d (ii) agrees to be, personally bound by> and personally liable for; 
the breach of each and every provision in the Agreement:

Each of the undersigned lyaives: (i) acceptance and notice of acceptance by Franchisor of the; 
undersigned’s obligations under this Guaranty; ,(ii) notice of demand for payment of any indebtedness or 
non-performance of any dbli'gation guaranteed by the undersigned; (iii) protest ^d notice of default to 
any party with respect to the iridebtedness or non-perform^ce of any obligations guaranteed by the 
undersigned; (iv) any right the undersigned may have to require that an action be brought against the; 
Franchisee or any other pereon as a condition of the Undersigned’ s liability; and (v) all other notices and 
legal, dr equitable defenses to which the' undersigned may be entitled in the- undersigned’s capacity as 
guarantor.

Each of the undersigned consents and agrees that: (i) the undersigned’s direct and immediate 
liability under this Guaranty shall be joint and several; (ii) the undersigned wiU m^e toy payment or 
fender toy performance required under the Agreement upon denitod if the Franchisee fails dr refuses 
punctually to do so; (iii) the undersigned’s liability will not be, contingent or conditioned upon 
Franchisor’s pursuit of any remedies against the Fr^chisee or toy other person,, including arty other 
guartotbr; (iv) the undersigned’s liability will riot, be- dlmimshed, relieved or otherwise 'affected by any 
extension of time, credit or :other indulgence which Franchisor may from time: to time grant to the 
FftoGhisee, any guarantor or to any other person, ineludingj fdf example, the acceptance of any partial 
payment dr performance of the eomproirtise or release of any claims and no such indulgence shall in any 
way modify or amend this Guaranty; (y) the undersigned’s liability will not be diminished, relieved or 
othenyise affected by toy amendinent of modification to the, Agreement, or by any chtoge in the ntofie, 
objects; capifal or constitution of the Franchisee, or by any amalgamation, insolvency or bankruptcy of 
the Franchisee;, (vi) this Guaranty will continue and be irrevocable during the term of the Agreement and 
toy renevyals thereof tod, as to those provisions: of the Agreement that sufvive its tefinination dr 
expiration, after its termination or expiration;; and (vii) that any action to enforce this guarantee may be 
brought in: the same jurisdiction as allowed by lavy or by the, Agreenient.

This Guaranty shall be governed by, tod eoiistfUed Under, the laws, of the State of California, 
without regard to its conflict of laws principles. I

guarantors,:
DO NOT SIGN EXfflBIT TO FRANCHISE AGREEMENT

(PrintName) (Print Name)

REMOVE IF NOT APPLICABLE
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GENERAL SECURITY AGREEMENT 

This Security Agreement is made and entered into on__
between
of

__,, by and
_C‘Debtor”),, 

County,
State of^and Pizza Eactbiy, Inc. (“Secured Party”) of 49430 Road, 426, 
Suite D, Oakhurst, Madera County^ State of California, 93644, as follows: -

For value received, the Debtor grants to the Secured Party a security interest in the 
following described property, referred to in this Security Agreement as the Collateral: All 
inventory, chattel paper, accounts, equipment^ general intangibles, products, proceeds, and 
instruments; whether any of the foregoing is Owned nOw Or acquired later, wherever located; all 
accessions, additions, replacements^ and substitutions relating to any of the foregoing; all records 
Of any kind relating to any of the foregoing; all proceeds relating to any of the foregoing 
(including insurance, general intangibles, and other accounts proceeds) including but not limited 
to food service and preparation equipment supplies, and restaurant fixtures more particularly 
described in Exhibit A, attached hereto and incorporated herein by this reference^ food service 
and preparation equipment suppilies and restaurant fixtures more particularly described in Exhibit; 
A, attached hereto and incorporated herein by this reference to secure (1) any and all Obligations^ 
covenants and promises of the Debtor to the Secured Party as contained in that certain Franchise 
Agreement [and/or Guarantee and Assumption of Franchisee’s Obligations] dated

 or any modifications thereof; (2) all expenditures by the 
Secured Party for taxes, insurance, and repairs to and maintenance of the Collateral incurred by 
the Secured Party in the collection and enforcement of said obligations, covenants and promises 
of the Debtor; and (3) all liabilities of the-Debtor to the Secured Party nOw existing Or incurred in 
the future, matured or unmatured, direct or contingent, and any renewals, extensions, and 
substitutions of those liabilities as: created by that certain Franchise Agreement [and/or Guarantee 
and Assumption of Franchisee’ s Obligations] datedby ;and between 
one or rnore of the Debtors and the Secured Party.

The Debtor warrants and covenants that the Collateral is to be used in that certain
business Igipwn as Pizza Factory located at______________________________ _________ .
The collateral will remain at that location.

The Debtor warrants, covenants, and agrees as follows:

Title

1. Except for the security interest granted by this= Agreement or any security interest 
granted by the Debtor to a third party who has provided financing either for acquisition of the 
collateral or financing tO establish Debtor’s Pizza Factory franchise business in ja reasonable 
sum, one Or more of the Debtors have, or On acquisition will have, foil title to the (Collateral free 
from any lien, security interest, encumbrance, or, claim, and the Debtor will, at the Debtor’s cost 
and expense, defend any action that may affect the Secured Party’s security interest in, or the 
Debtor’s title to; the Collateral.
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Financing Statement

2. Debtor warrants that except for the security interest .granted by this Agreement or 
any security interest granted by the Debtor to a specified third party describeji in Paragraph 1 
hereof, no financing statement covering the Collateral or any part of it or any proceeds of it other 
than the fmancihg statement executed in. conjunction with this Security Agreement is on file in 
any public office. At the Secured Party’s request, tihe Debtor will execute all necessary fin^eing 
staternents in a form satisfactory to the Secured Party and will further execute all other 
instruments deenied necessaiy by the Secured Party. Debtor also authorizes^ Secured Party to file 
all necessary financing statements with th?' required governmental agency in order to perfect the 
security interest granted by this A.greement and renew the same as necessary to rnaintaln a 
perfected security interest in the. collateral so long as the security interest remains effective.

Insurance

3 . Until final termination of this Security Agreement, the Debtor will, at'his/her/its 
own cost insure the Collateral with companies acceptable to toe Secured Party against to.e 
casualties and in the amounts that: toe; Secured Party shall reasonably require with a loss payable 
clause in favor of the Debtor and Secured Party and any of the specified third parties described in 
Paragraph 1 hereof, as their interests may appear. The Secured Party is authorized to collect 
sums that may become due under any of toe insurance; policies and apply them to the obligations 
secured by this Security Agreement subject tp the rights of said third parties, if any, A duplicate 
copy of each such policy toall be delivered by toe Debtor to the Secured Party. .

Protection of Collaterai

4. The Debtor will keep the Collateral in good order and repair and will not waste or 
destroy toe Collateral or any part of it. The Debtor will not use the Coliateral in violation of any 
statute or ordinance and the Secured Party will have the right to examine and inspect the 
Collateral at any reasonable time,

Taxes and Assessments

5'. The Debtor will pay promptly when due all taxes and assessments on the 
Collateral, or any part of the Collateral, or for its use and operation.

Location and Identification

6. The Debtor will keep the Collateral separate and identifiable and at the address 
shown above, and will not remove the Collateral from that address without the Secured Party’s 
written consent, for as long as this Security Agreement remains in effect.
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Security Interest in Proceeds and Accessions

7. The Debtor grants to the Secured Party a security interest in and to all proceeds, 
increases, substitutions, replacements, additions, and accessories to the Collateral ^d to any part 
of the Collateral. This prbvisioii shall not be construed to mean that the Debtor is authorized to 
sell, lease, or dispose of the Collateral without the prior written consent of the Secured Party.

Reimbu rsement of Expenses

8. At the option of the Secured Party, the: Secured Party may discharge taxes, hens, 
interest. Or perform or cause to be performed for and on behalf of the Debtor any actions and 
conditions, obligations, or covenants that the Debtor has failed or refused to perform, and rriay 
pay for the repair, mairrtenance, arid preservation of the Cbllateral, and may enter the premises 
where the Collateral Or My part of it is located and cause to be performed as agent and on the 
account of the Debtor any acts that the Secured Party may deem necessary for the proper repair 
or maintenMce of the Collateral or any pa;rt of it. Any Md all sums expended by the Secured 
Party under this Paragraph, including but not liniited to, attorney’s fees, court costs, agent’s fees, 
or commissions, or any other ebstS or expenses, shaU bear interest from the date bf payment at 
the annual rate bf 10% Md shall be payable at the place designated in the Debtor’s, note and shall 
be secured by this Security Agreement.

Payment

9. This Debtor will perform those conditions, cbvenants and bbligations secured by 
this Security Agreement and any renewal or extension of it and any other indebtedness secured 
by this agreement in aCcordMce with the terms and provisions bf the indebtedness Md will repay 
immediately aill sums expended by the Secured Party in accordance with the terms and 
provisions of this Security Agreement. On tertninatibn of the FrMchise Agreerhent and fUll 
payment by the Debtor of all indebtedness due thereunider and secured by this agreement in 
accordance with this Security Agreement, this Security Agreerhent shall expire.

Change of Residence or Place of Business

10. The Debtor will promptly notify the> Secured Party of any change of the Debtor’s 
residence, chief place of busihess, or place where records conceming the Collatera;! are kept,

Aftorney-in-Facl

11. Debtor appoints the Secur^ed Party as the Debtor’s attomey-in-fact to db any and 
eyeiy act that the Debtor is obligated by this Security Agreement to do, and to exercise all of the: 
rights of the Debtor in the Collateral and to make collections to execute any and all papers and 
instruments and to do all other things hecessary to preserve Md protect the Cbllateral and to 
make coilections Md to protect the Secured Party’s security Interest in the Collateral.
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Time of Performance and Waiiver

12. In performing any act under this Security Agreement and the note secured by it, 
time shall be of the essence, The Secured Party’s acceptance of partial or delinquent payments, 
or the failure of the Secured Party to exercise any right or temedy, shall not constitute a waiver 
of any obligation of the Debtor or right of the Secured Party and shall not constitute a waiver of 
any other similar default that occurs later.

Default

13, The Debtor shall be in,default:under this Security Agreementon the occurrence of 
any of Ihei follovying events or conditions;

(a) Default in the payment or performahce of any condition, obligationsi covenant. Or 
liability secured by this Security Agreement which is considered a default under the 
Franchise Agreement.

Remedies

14. On the occurrence of any event of default, and at any later time, the Secured Party 
may declare all obligations secured due and payable immediately and may proceed to enforce 
payment and exercise any and all of the rights and remedies provided by tire Galifbmia 
Commercial Code as well as other rights and remedies either at law or ih equity possessed by the 
Secured Party.

The Secured Party may require the Debtor to assemble the Collateral land make it 
available to the Secured Party at any place designated by the Secured Party that is reasonably 
converiient to both parties. Unless the Collateral is perishable, threatens to decline speedily in 
value, or is of the type customarily sold on a recognized market, the Secured Party; will give the 
Debtor reasonable notice of the time and place of any public sale or of the time after which any 
private sale or any other iritended disposition of the Collateral is to be made. The requirements of 
reasonable notice shall be met if the notice is mailed, postage prepaid, to the address of the 
Debtor shown at the beginning of this Security Agreement af least five days before the time of 
the sale or disposition. Expenses of retaking, holding, preparing for sale, selling,, or ;the like shall 
include the Secured Party’s reasonable attorney’s fees and legal expenses. ,

Miscellaneous Provisions

15. (a) California Law to Apply: This Security Agreement shall be construed in
accordance with the California Commercial Code and other applicable laws of the State of 
Califomiai and all obligations, of the parties created under this Security Agreement are 
perfOrmable in Madera, County, Califomia.

4
1187454.3

3/2008



(b) Parties Bound: This: Seeurity Agreement shall be binding on ^d inure to the 
benefit, of the parties and their respective heirs^ executors, administrators, legal 
representatives, successors, and assigns as permitted by this Security Agreement.

(c) Attorney’s Fees: 0pon any legal action based in contract law be commenced or 
should any dispute arise between the parties to this Security Agreement concerning the 
Collateral, this Security Agreement, or the rights and duties Of either party in relation to 
them, the prevailing party shall be entitled to a reasonable suni as reimbursement for 
his/her/its attorney’s fees and legal expenses, ineluding fees and co§ts. incurred for 
enforcement of any rights of the prevailing party Or collection of any amounts due the 
prevailing party whether formal court or arbitration proceedings are initiated Or not.

(d) Legal Construction: In case any one Or more of the provisions contained in this 
Security Agreernent shall for any reason be held invalid, illegal^ or unenforceable in any 
respect, the invalidity, illegality, or unenforceabilily of that provision Shall not affect any 
other provision of this Security Agreement, and this Security Agreement shall be 
construed as if the invalid, illegal, or unenforceable provision had never been contained 
in it.

(e) Prior A^eernents Superseded: This Security Agreement Constitutes the Only 
agreement of the parties and supersedes any prior understandings or written or oral 
agreements between the parties respecting the subject matter of this Security Agreernent 
except for those agreements which Debtor has signed as part of the purchase of a Pizza 
Factory franchise, and this Security Agreement shall be interpreted as providing 
additional and/or supplemental rights, duties and obligations of the respecfive parties as 
set forth in said other agreements,

(f) Definitions: All terms used in this Security Agreement that area defined in the 
California Commercial Code shall have the same meaning in this Security Agreement as 
in the COde.

DEBTOR: SECURED PARTY: 

PIZZA FACTORY, INC.

no NOT SIGN - EXHIBIT TO FRANCHISE AGREEMENT
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UCC FINANCING STATEMENT

A NAME & PHONE OFiCONTACTATiFILER (opUdnag

1

B; SEND ACKNOWUEOGEMENTiTO: (Name and Address)

[^ZZA-FACTORY. ING. . .
49430*ROAD426, SUITED
OAKHURST.CA 93644

L 1
THE ABOVE SPACE IS FOR FlUNC OFFICE USE ONLY

'1. DEBTOR'S^EXACT FULL l£( ‘̂NAME -inseH ^~e (la cTi»| - (to not ebOrei^ or.camoine

1«;ORGA^TIOfrS WUME
PIZZA FACTORY'FRANGHIISEE
u:.iNpiyiDUALaLast name

FlftSTfMME Mip^.NAME SUFFIX

1C I.
UIUMGADOR^. cirv state

i'_---------- ----

POSTAL CODEl
COUNTRY

iDESTcm ;

11/JUWSDUmON C^ORGW^JZATtON 1g..OlWANlZATtONAL IM. K !Dnone

2. ADDITIONAL DEBTOR!SjEXACT FULL LEGAL;NAME» Wafi'ofriy anadoptof narw (2aof 2bl>de wafabre^aof earf^hBnames

n»

^.ORGANlZATlprre NAME

wO

2b, JNDtyipUAl^ LAST NAI.1E"
PIRSTNA^ NAME' sumx

Sc.i'MAILmG address ................. OTY '
STATE’

F05TAL CODE COUI^RY ■

2f. JURtEOtcnON OF ORGANIZATION 29.dBGAf«ZAT10NALIB#,»my ' [Hn®*,

3, SECURED PARTTS=NAME <or NAME 61 TOTAL ASSIGNEE oS ASSIGNOR S/P) - hsert onV eta wogrt party nanw (3a or3b)
i9, QRGAN(^TiON:5|»^E:

ORj
3b. INOMDUAL-S UST NAME (^DOIJENAME ^

SUFFIX

13c. WAIUNO'ADOHESS
cmr SIAIE'

POSTAI COOE j .
COUNTRY

PG BOX 989 OAKHURST GA *93644. US
.A. This FINANCING STATEMENT*covttrs the foltowinscaOmerBt

ALL INVENTORY.-CHATTEL PAPER. ACCOUNTS, EQUIPMENJ, GENERALJNTANGIBLES, PRODUCTS, PROCEEDS, 
.and INSTRUMENTS; WHCTRER^NY of THE FOREGOINGIiS OVVNED NOW OR ACOLtlREGtlAfER; WHEREVER 
LOCATED: ALL ACCESSIONS, ADDITIONS. REPLACEMENTS; AND'SUBSTITUTIONSRELATINGTO ANY OF THE 
iFOREGOi’NG; ALL RECORDS OF ANY KIND REUTINGTO ANY OF THE EOREGOING;;ALL PROCEEDS RELATING.TO 
ANY OF'f HEFbREGbiNG ONGLuDING iNSURANCE.GENEI^ INTANGIBLES. ANDJOTHfeA&iOUNTSiPROGEEDS) 
INGLypiNGiBUT NOT LIMITED TO FOOD SERyiGE ANDRREPARAtlON ECiqiPMENT SUPPLIES AND RESTAURANT 
;'FIXTURES MbRE:PARflCULARLY DESCRIBED IN EXHIBIT A. ATTACHEDiHERETO AND’iNCbRPORATEb HEREIN BY 
THIS REFERENCE, I

S. ftl.TERNATIVE:DE5IGmTT0N pi.aBtolilal:[I]LESSeEILESSOR, □cONSIGHEUCONSIGWOR QbaIEBBAILOR [L]sELU:tllBUYER.QAG. UEN DwON-UCC EiUNG'

«, OPTiPWAt EU*R referenceoata

FILING OFFICE COPY -jNATIONAL UGG FTN ANCWG STATEMENT (FORMiUCGl) - CALIFORNIA (REV 01701/08
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CHECKLIST FOR . 
Franchisee _

Address of Location_______
Mailing Address before opening 
Phone #Cell#

PIZZA FACTORY

Email

DATE
1.

___ 2.
'3.

___ 4.
5.

1.
_8-
9.

JO;
J.l.
J2.
J3.
J4-
_15.
J6.
J7.

18;

J9.
_20.
-21-
_22.
_23.
_24.
25.

_26.
_27.
28.

_29.
_3Q.

_3L
_32.
33.

Disclosure Document back sheet/Signed
Franchise Agreement si^ed vwth remainder amount owed
Copy of signed lease in’ filei
Blueprint of building (disk and hard copy)
ABC contacted (beer & wine license must bedssued before store dpens) 
Business licenses obtained - Set up Business Checking Account 
Electronic Transfer Form Signed & filed with Corporate 
Fed Tax I.D. #■_____ E.D.Di#State Tax Form#
Health Permit # City License #
DBA in.newspaper-
Acc'oUhtant selected, information given to Pizza Factory Office 
Insurance (liability/workman’s comp/delivery), information given to Pizza 
Factory Office j
Equipment ordered, signed off by corporate & copy of equipmentdist in file 
Captive Air Hood ordered and signed off by corporate (if applicable)
Menus ordered & approved
Coke equipment:& ice machine ordered
Outdoor sign ordered & approved' & signed off by corporate
Speedlihe POS system ordered & approved, (Phone lines in place) |
Heartland Bank Service & RTO obtained
Food Distributor contacted .& given credit; information
DCcor of store approved & signed offby ;corporatei includes colors, tables, flooring, 
countertops, circle logo with fag lines 
Food PhotOs/ banners up (Coming Soon and Now Open)
Crew Hired 
Uniforms ordered 
Sierra iSeasohihg ordered 
Video Games ordered
Opening flyers, business Cards, opening mailers approved and printed 
Training Sheet sighed & filed,at corporate 
Opening Date of Umt: ^
Store checked by corporate for equipment in place & operating 
Store checked by corporate for all licenses to be approved 
Store organized & ready tO' receive food stock
Plaque/Sign posted-regarding independent Franchisee with name, address, and telephone^
number of Franchisee
Gmail &> Facebook aiCCbunt set up for store
Textmunication set up i
FishbO\yl set up

1,187454.3
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GENERAL RELEASE

This General Release (the, “Release”) is given by
(“Franehisee”) Pizza Faetoiy Franchisee of that certain Pizza Factory Franchise located at
_________________________ ___________________________(“Franchise Outlet”) to and
for the benefit of Pizza Factory, Inc., A Galifomia Corporation (“Pizza Factory”) and is made 
with respect to the following facts;

A. On or about _, Franchisee, and Pizza Factory entered into a
Franchise Agreement whereby Franchisee was granted a license to operate the Franchise Outlet;

B. Franchisee now. wishes to transfer or assign within the meaning of Section 8 of 
the Franchise Agreeinent all or some of its interest in and to the Franchise Outlet to

C. Section 8 of the Franchise Agreement provides, among other things^ that as a 
condition of Pizza Factory approving the assignment now desired by Franchisee, Franchisee is 
required to sign a General Release of claims it may have againstPizza Factory.

FOR THE PURPOSE OF SATISFYING THE eONDITIONS OF SECTION 8 OF THE 
FRANCHISE AGREEMENT, FRANCHISEE HEREBY PROMISES, AGREES AND 
COVENANTS AS FOLLOWS:

1. Franchisee does hereby agree to folly, finally and forever release, quitclaim and 
discharge; Pizza Factory as well as; its shareholders, officers, employees, attorneys, agents, and 
any or all of theni, from any and all claims, liabilities, demands, debts, accounts, obligations, 
actions and causes of action, known or unlmown, at law or in equity, including any successors Or 
assigns to such claims, liabilities, demands, debts, accounts, obligations, actions and causes of 
action, which Franchisee; may have or claim to haye or to have had, arising at any time in the 
unlimited past to and including the date of this Agreement, including but without limiting the 
generality Of the foregoing, any and all matters arising out of or in any manner whatsoever 
Connected with the; Franchise Agreement or Franchise Outlet EXCEPT as prohibited by state or 
federal laws, rules and regulations in effect as of the: date of'this Release and applicable in the 
state in which the Franchise Outlet is located to the extent applicable to the franchisor/franchisee 
relationship referred to above iricludirig, but not limited to, the Galifomia Franchise, Investment 
Law and/or the Caiifomia Franchise Relations Act.

2. Except as to any matter expressly excluded from the release' set out in paragraph 
1, hereof. Franchisee forthef acknowledges and agrees on behalf of 
himself/herself/themselves/itSelf that this Release shall operate as a complete bar to any and all 
litigation which Franchisee may initiate against Franchisor arisirig out of or relating to the 
Franchise Agreement or Franchise Outlet.

3. Franchisee acknowledges and agrees that the release; given herein applies to all 
claims for injuries, damages, losses or of any Other nature, whether those injuries, damages, 
losses are known or Unknown, foreseen or unforeseen, or patent or latent which Fr£mchisee may 
have against Franchisor and Franchisee hereby waives the application of any provision which

1 ! Exhibit 4
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states otherwise’ except any applicable provision regulating the offering and sale of franchises 
and that Franchisee understands and acknowledges the significance and 'consequence of this 
waiver is that even if he/she/fit should eventually suffer additional damages arising out of the 
above-referenced Franchise Agreement and Franchise Outlet or any other matter arising out of or 
relating to said Franchise Outlet, he/she/it will not be able to make any claims for those damages 
except as expressly reserved by applicable provisions regulating the offer and safe; of franchises. 
Furtheimore, Franchisee acknovyledges that he/she/it intend these consequences even as to 
claims for damages that may exist as of the date of this Release, but which Franchisee does not 
know exist, and vvhich, if known, would rnaterially affect Franchisees’ decision to execute this 
Release, regardless; pf whether Franchisee’s lack of knowledge is a result of ignorance, oversight, 
error negligence, or any other cause.

4. Franchisee; hereby agrees that this Agreement an4 all of its terms shall be binding 
upon, if applicable, his/hers/its/their officers, shareholders, heirs, personal representatiyeSi 
executors, administrators, and as to the claims and other matter released by this instrument, 
assigns and successors in interest thereof . i

.5. This instrument and any other instrument specifically referred to herein constitute 
and contain the entire agreement and understanding between the parties concerning the subject 
matter hereof This, instrument supersedes and replaces all prior negotiations, proposed 
agreements or agreements, whether written or oral. Franchisee acknowledges that no oilier party 
or any agent or attorney of any party has made any promise^ representation or wairanty 
wha:tsoever, expressed or implied, written or oraj, not contained herein concerning the subject 
rhatter hereof to induce the execution of thi s instrument and the other dbcurnents herein referred 
to. Franchisee further acknowledges that he/she/they/it has not executed this instrument or ariy 
other document in reliance On any promise, re;presentation or warranty not;contained herein.

6. If any action at law, in. equity, in arbifration, or ptherwisef is brought to enforce os 
interpret the provisions of this Release or any agreement referred to herein or arising out of any 
of therii, the prevailing party will be entitled to all expenses, costs and reasonable jattonieys fees 
ihcurted in such action, including, but not by way of limitation, those incurred in enforcement or 
colleetion of any judgment of award or any proceeding in bankruptcy court or probate court.

7. FfahcMsee represents and acknowledges. tha:t„ in entering into this Release 
he/she/they/it was represented by indeperident counsel or had the opportunity to be so 
represented and had full Opportunity to confer with and seek the advice: Of said counsel and that 
he/she/they/it enter into this Release without any reservation whatsoevef.

1187454:3.
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IN WITNESS WHEREOF, Franchisee set his/her/their/its hands on the day or days and 
year written below. ^

Dated:

DO NOT SIGN - EXfflBIT TO FRANCfflSE AGREEMENT

FRANCHISEE

1187454:3

Print Name ^d Title

FRANCHISEE

Print Name ^d Title
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OPTION PURCHASE AG^EMENT AND 
JOINT ESCROW INSTRUCTIONS

Date at Galifomia.

1. RECITALS:
A. tfflS Is AN AGREEMENT BY AND BETWEEN PIZZA FACTORY, INC., A Corporation or its 

assignee of this Agreement (“Buyer”) and(Pi^'FactOiy Franchisee - 
“Seller”).

B. THE BUSINESS TO BE ACQUIRED is Icnown as  situated in
,, County of ^_^, California, (‘business”), desmbed as a Business.

C. THE. PURCHASE PRICE shall be the fair market.value of the Business and all associated assetsexcept any
cash accounts plus inventory at Seller’s costs which Buyer chooses to acquire (all jsuch amounts to be' 
supplied to Escrow Holder at least 30 days prior to Close of Escrow) or as may be; mutually agreed by 
:Seller and Buyer. i

D. CLOSE OF ESCROW shall occur on or before 120 days from exercise of the option to purchase by Buyer 
or as may be mutually agreed between Buyer aiid Seller.

. E., The terms of this Agreement shall include the terms and provisions of Section 9;03iof that cerfrun Franchise
Agreement executed by and between the. parties, hereto, or their successors and assigns; and said terms and 
provisions are hereby incorporated herein by'this reference. If any term or provision of this Agreement is in 
conflict with any term or provision of said Section 9.03, then the terms and provisions of the said 'Section 
^.03 .shall controh

2. PAYMENT OF PURCHASE PRICE: Obtaining deposit, down payment and closing costs is not a 
contingency..Buyer represents.that funds will be good when deposited with Escrow Holder,

A. INITIAL DEPOSIT: Buyer has'given a deposit in the amount of......................................... $1.000.00
by checkmade payable to and deposited with EscrowHblder. i

B. ^ ALL.CASH OFFER (if checked): No loan.is needed to purchase the Business.

G. Less any credit Due Buyer from Seller per terms of Option or Franchise: Agreement (Subject to adjustments
through and including'Clbse of Escrow).,.,.............,....,............................................ <-$

D. ADDITIONAL FINANCING TERMS: ............... J S
Upon Buyer executing and delivering this Agreement and dbpOsit to escrow, Sbllenshall sign within 3 days 
of notice of same. Buyer shall be credited all amounts owed to it by Seller under Franchise Agreement.

E. BALANCE OF PURCHASE PRICE (not including costs of obtaining loans and other closing, costs) in 
the amount of i$(to be supplied after Purchase Price is determihed) to be deposited with 
Escrow Holder within sufficient time to close;

F. PURCHASE PRICE (TOTAL)......... .................. ,_.......................... .......... ,.....__________________

Property Address:. Date:_

3, CLOSING AND POSSESSION:
Possession shall be delivered to Buyer at 12:01 AM on the date of Close of Escrow;
At Close of Escrow, Seller assigns to Buyer any assignable warranty rights for items included in the sale 

and shall provide any available Copies of siich warranties;.
AtClose of Escrow, unless otherwiseragreed m writings Seller shall pipvidb keysiantEor means to operate 

alllocksfmailboxes, security systems and alarms.
4. ESCROW HOLDER: ^Buyer ^Seller shall split escrow fees 50/50. Escrow Holder shall be' reputable 
escrow/title company in :area able to process bulk sales.

' Exhibits
FrMchiseAgreement
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Property Address:_ Date:

5. FORM OF OWNERSHIP: The business Shall be owned in the form designated in Buyer’s escrow 
instructions.
6. ASSETS TRANSFERRED: With: the exception of cash or cash equivalents on deposit in any financial 
institution, and assets excluded belows Buyer is purchasing all assets of the Business, ihcludihg but not limited to: 
inventory for sale; machinery, furniture, fixtures and other equipment, leasehold iniprovements, transferable 
government licenses and permits; customer lists; fictitious business names, trade names ,and trademarks, logos, 
copyrights Md patents, signs and advertising materials; telephone and fax nuinbers, web sites, URL names; e-mail 
addresses, accounts receivable, vendor lists and catalogs, goodwill, agreements not to compete,, fi-anchise 
agreements, distribution: rights, employee lists and information, computer and customer software, and customer 
deposits. AIJ items transferred that are leased are subject to the-tenris of existing lease(s).

□ ©ther^
Excluded asset: Any asset including leased assets, indicated by Buyer in writing;and deposited into Escrow.
7. LlABlLl-TIES TRANSFERRED: B,uyef is NOT purchasihg, acquiring or takiiig subject to any secured or 
unsecured liabilities of the Business and any liens or encumbrances on, any of the assets to' be transferred shall be 
released through escrow and prior to close of escrow. If release of said liens or encumbrances are not otherwise 
provided for by Seller, said liens and encumbrances shall be paid dr provided for finm any amounts held jn Escrow 
and due to Seller.
8v INVENTORY (if checked). ^ Buyer has the right to confirm the inventory within 1 Day Prior to Close of 
Escrovy. The purchase price shall be adjusted to reflect. the remainihg inventory which Buyer wishes to acquire and 
Seller shall remove the iremaining inventory within-24 hours after Close of Escrow. Theiadjustment |is .to be added to 
onsubtracted fi-om the, purchase price.
9; SELLER DISGLOSERE; BUYER INVESTIGATION:

Seller shall, within the time specified in paragraph 24, provide to Buyer, to Buyer’s counsel, accountant or 
other designated.representative, the lists of items or documents, or Copies thereof, for the items checked below. For 
each item, as applicable; Seller shdll include a statement of whether the item is owned or leased and whether Seller 
has any legal, proprietary' interest, or intellectual property rights iii, Or restrictions on, the itein. Buyer, within the 
time specified in paragraph ,24, shall then Investigate the items provided: to Buyer and take the action specified in 
paragraph, 24.

O liiventpiy, including work m* progress Signs and advertising rnaterials

Exhibit 5 
Franchise Agreement
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Proper]^ AddressL Date::

□

□
□
□

□
□

Machihety

Furniture,, fixtures and other eqiiipment 

Other personal property 

'Leasehold improyeihents 

Goyefnment licenses and. permits 

(Customer lists

-Fictitious business name statements 

Trade:,names and trademarks 

Logo

Copyrights and patents 

Schedule .of accounts receiyable 

Business appraisal

Other Assets:________

^ Schedule of accounts payable
prior 3 years

g] Other liabilities___________

El
E
E

□
□
El
El

□

El

m
El
E

^ Employee estoppel certificates 

^ Sales tax returns for prior S years 

^ Federal and state income tax returns for prior 3 years 

(schedule C only),

Telephone and fax numbers

Web siteSi URL names and.e-mail addresses

Vendor lists and catalogs;

Goodwill

Agreements not to compete 

Franchise Agreemeiits ,

Distribution rights 

Rniployee listsiand ihformatipn 

Computer and customer software 

Customer deposits 

Lease

Service, maintenance and advertising 
agreements |
Proposed aliocatibn of purchase price 
among assets i
Financial .statements for prior 3 years 

Eniployment withholding returns for

Exhibits 
Franchise: Agreement

OPTION PURCHASE AGREEMENT (PAGE.S of 12)

Buyer’silnitials (_ 
Sriler’s;lnitials(_

JL
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Property Address:. Date:

SELLER REPRESENTS THAT (i) THE BOOKS AND RECORDS THAT SELLER PROVIDES 

ARE THOSE MAINTAINED IN THE ORDINARY AND NORMAL COURSE OF BUSINESS AND AS 
REQUIRED BY TEIE FRANCHISE AGREEMENT WITH BUYER; AND (ii) FEDERAL JwD STATE TAX 

RETURNS THAT SELLER PROVIDES COPIES OF THOSE FILED WITH THE APPLICABLE 

GOVERNMENTAL. AGENCIES.
10. consulting and TRAINING: Seller shall consult with Buyer to show Buyer methods used in operating 

the Business at the opition of Buyer, Seller shall provide consultihg services for a period of 30 Days After G)6se of 

Escrow at .no cost to Buyer or its assignee, which services shall not.exceed a total of 20 hours. Seller shall not be: 

responsible for training Buyer in the basics of operating a business of thei type being sold pursuant to this 
Agreement, but only to alert Buyer to the nuances, as determined by Seller, of.operating this type of business.
11. ^ agreement not to COMPETE: (If checked): Pursuant to Section 4> 17 of the Franchise A^eement, 

and asa material part of the consideration of thessale. Seller’agreesmot.to operate^or engage in, directly or indirectly, 
whether as a principal, agent, manager, employee, owner, membery partners, stockholder, director or officer of a 

corporation, trustee, consultant, .or any other capacity whatsoever, any business'the same as, 6r-substantially similar 

to, or in conipetition with the Business within.a radius/of five (5) miles from the current locatiombf the Business or 
any PIZZA FACTORY restaurant for a period of eighteen (18) months from the date of final transfer of the. 

business. This provision is supplemental to and/or in addition to any other pbligatidh which Seller has to Buyer 

regarding the operation of a similar business: as contoined in the Franchise Agreement by and between Seller and 

Buyer;
.12. LEASE:: (If applicable) The sale is contingent upon Buyer Obtaining, prior to close of escrow, the assignment, 

new lease, option to extend, sublease: or-.other lease as indicated below, Buyer shall submit an application for such 
lease to Seller’s landlord .or Seller, as applicable, within 15 Days after .execution of this agreement. Seller-shall use 

his’ best! efforts and execute any and all documents reasonably necessary to secure the assignment of the lease or a 

new lease for Buyer.
A. ^ An assignment of Seller’s existing lease.

B; ^,An new lease with Seller’s landlord, on terms acceptable to Buyer, to become effective concurrently 

with the Close of Escrow.

C. ^ An option to extend Seller’s present lease for an additional 10 year(s)., On terms acceptable to Buyer

and Seller’sdandlord.

D. ^ Othert if Seiler owns property, new lease at fair market rent per standard commercial lease or at option

of Buyer;,,purchase of retil property at fair market value.

13. PURCHASE/LEASE OF REAL PROPERTY (If applicable): If Seller ow the real property in which the 

Business: operatesi Seller agrees to sell said Real Property to Buyer, at Buyer’s option, for the Fair Market Value of

, .Exhibits
Franchise Agreement
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Property Address:, Date:

said Property determined according to the procedure Utili^d to determine the Fair Market Vrdue of the Business as 

contained in Section 9:03 of the Franchise Agreement and pursuant to the customary terms and provisions fpr the 

sale of Commercial Property in the area where the Property is located. Otherwise, Seller agrees to lease to Buyer 
Said Real Property for the operation of the Busihess for the Fair Market Rental Value as determined,|according to the 

same procedures Utilized to determine the Fair M^kef Value of the Business^ provided for in Section 9-03 of the 

Franchise Agreement and according to the, customaiy terms and provisions normally utilized for the rental of 
Commercial Real Property in the area where the Business is situated. The Parties agree that the: “customary terms” 

referred to above may be established through mutual agreement of the: Parties Or based upon the 

information/testimony of experts in the applicable fields including, but not limited to, business brokers, rental 

agents, real estate agents, escrow officers and.'other persons:having:such;specialized knowledge and training.
14, LICENSES AND OTHER CONTINGENCIES:

A, LIQUOR: If toansfer of a liquor license is included in the sale, Seller shall comply With all applicable laws 

and regulations concerning such transfer. Escrow shall not close, and no funds shall be transfeiTed to Seller, until 
Escrow Holder is advised by the, ^plicable governmental agencies that the license transfer has been approved. The 

costs of such transfer shall be paid split 50/50.

B. OTHER: (If checked): This sale is contingent Upon Buyer’s obtaining,, prior to the Close of Escrow, the 

following:

1 ^ City license:; as applicable. |

2 ^ State license: as applicable.

3 ^ Other: required licenses aS applicable,

4 ^ Other: Release by Seller ofPizza Factory, Inc. (attached as Exhibit B )

15, RESERVED___________________ ________________________ , _____________ _________
I

16, SALES AND USE TAX:. Seller shall pay any sales or use tax payable as.a result of the sale under any Law and 
shall fiimish Buyer vvith Resale Certificates for any items bought>by Buyer for resale.

17, PRORATIONS: Personal property taxes; business taxes, rents, interest, insurance acceptable to Buyer, and 

prepaid,:deposits shall'be'prorated as of Close of Escrow.

18, TAX CLEARANCES: Seller shall deliver to Escrow Holder proof that, city (if applicable) state and federal 

income tax withholdings are current, Amounts vyithheld'b.utmqt yet payable will beftransferred in escrow or credited 

to Buyer. Seller shall also deliver to Escrow Holder any clearance documents ayailable from any governmental 

agency regulating sales tax, employee-related payments or taxes, use taxes, S.D.I. unemployment insurance and 
FICA vvithholdiiigs. No fohds shall be released from escrow before: such delivery.

Exhibit 5 
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Property Address;, Date;

19. NOTICES OF VIOLATIONS; Seller represents that,, to the best of Sellefls knowledgei no notices of 

violations of federal state or local statute(s), law(s) or regtilatipn(s) exist, or ar^ filed or issued, that affect the 
operation of the Business' including any such notices regarding the real property in \vhich the Business is situated 

(“Notices”), EXCEPT:

If prior to Close of Escrow, Seller receives or becomes aware of any Notices filed against or affecting the Business, 
Selier shall immediately notify Buyer.

,20. BjJLK TRANSFER; Seller shall comply with the- Bulk -Sales provision of Division 6 of the Uniform 

Commercial Code, Bulk'Trtosfer Section, as the law applieswithih the Seller’s state.

21. TITLE; Seller shall furnish to Buyer bills of sale and other'instruments of transfer or assignment necessary to 

carry out this Agreement.
.22. LIENS; ENCUMBRANCES; RESTRICTIONS: Seller warrants that, to the best of Seller’s knowledge, there 

are no undisclosed liens, encumbrances -or restrictions upon the Business and Seller shall pay through Escrow or 

provide for to. the satisfaction of Buyer any liens, encumbrances or debts associated with arising oiit of Seller’s 

operatibh of the Business, or secured by the assets to be transferred to Seller.
23. OPERATION OF BUSINESS DURING ESCROW: During the escrow period. Seller shall: (i) operate the 

Business- diligently and in substantially the same manner as prior to this offer; (ii) mamtaih the gbbdyrill of the 
Business; (iii) keep .all equipment and personal property in normal working order; and timely payment: of all 

accounts payable’s lease payments, taxes and other expenses incurred^
24. SELLER REPRESENTATIONS:- Seller’s representations and warranties Set forth herein, or in any written

statements: delivered to. Buyer, shall be- true and correct at Close of Escrow, and shall survive,' the transfer of 

oymerShip of the Business. i
25. TIME PERIODS; REMOVAL OF CONTINGENCIES; CANCELLATION RIGHTS: |The fbllowing 

time periods may be extended, altered, modified or changed only by mutual written agreement Any removal 
of cOntingencies'or’canceUation under this paragraph must be in writing:(C.A.R. Fonn RRCR)1

A. SELLER HAS: 3Q Days after Buyer exercises; the Option to Purchase to deliver to Buyer all reports; 

disclosuresjand information for vriiich Sbller is responsible under paragraph 9,

B. BUYIER SHALL, within the times set forth below, take: the specified action and, in writing, either remove the 

applicable contingency Or cancel this Agreement:
(.1) BUYER HAS: 30 Days after Seller executes this Agreement to, complete all buyer investigations, 

unless otherwise agreed in 25 B(2); approve all disclosures; reports, and reyiew of reports and other applicable 
iriformatibh, for which Buyer is responsible or which Buyer receives fi-om iSeller;; andrapprove eill niatters affecting 

theiBusiness.

C. RESERVED.
D. EFFECT OF BUYER’S REMOVAL OF CONtiNGENCIES: If Buyer removes, in writing, any

contingency or Cancellation rights, unless otherwise specified in a separate written agreement between Buyer and
I Exhibits
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Property Address:, Date:

Seller, Biiyer shall conclusively be deemed to haye: (i) Completed all buyer investigations and review of reports and 

other applicable information and disclosures pertaining to that contingency of cmCellation right; (ii) eleeted to 

proceed with the: transaction; and (iii) assumed all liability, responsibility and expense for repairs p_r corrections 

pertaining to that contingency or cancellation right, or for inability to obtain.financing.
E. EFFEGT'QF eANGELLATlON ON DEPOSITS: If Buyer gives written notice of cancellation pursuant 

to rights duly exercised under the terms of this Agreement, Buyer and Seller agree to Sign mutual instructions to 

cancel the sale and escrow and release deposits, less fees-and costs, to therparty entitled to the funds. Fees and Costs 
may be payable to service, providers and vendors for services and products provided during escrow. Release of 

funds vnU require mutuaTSigned release ihstnictions from Buyer and Seller, judicial decision or arbitration 

award.
26. ENVIRONMENTAL HAZARD GONSULTATION: Buyer and Seller acknowledge (i) Fbderal, state and 
local .legislationimpose liability upon existing and formerowners and users of real property^ in applicable situations, 
for certain; legislatively defined, environmentally haiardous substances; (ii); Br6kef(s) hasibave: made no 

representation concerning the applicability of any such Law. to this transaction or to Buyer or to Seller, except as 
otherwise indicated in this Agreement; (iii) Broker(s) has/have made no representation concerning the existence, 

testing, discovery, location and evaluation pfifor, and: risks posed by, enViirohmentaHy hazardous substances, if any, 

located on or potentially affecting the Business; and (iv) Buyer and Seller are each advised to consult with technical 

and legal experts concerning the existence, testing, discovery, location and evaluation of/for, and risks posed by, 
environmentally hazardous substanceSi if any, located on or potentially affecting the Business. |

27. AMERIGANS WITH DISABILITIES AGT: The Americans With Disabilitie^Act (“ADA”) and applicable 
state laws prohibits discrimination against: individuals with disabilities. The ADA and applicable state laws affects 
alrnost all cpmmefcial facilities: and public accommodations. The ADA and applicable sta:te laws can require, among 

other things, that buildings be made readily accessible to the disabled. Different requirements apply to new 

construction, alterations to existing, buildings, and removal of barriere in existing buildings. CompilianCe with the 
ADA and applicable state laws may require significant costs. Monetary and iiijunctive remedies may be incurred if 

the Business is not in compliance. Buyer is required; to make all modifications^ alterations or repairs necessary to 

comply with the; ADA or applicable. state laws prior to Close of Escrow, Buyer and Seller afe advised to contact .an 
attorney, contractor^ architect, engineer or other qualified professional of Buyer or Seller’s own choosing to 

determineto what degree, if any, the ADA or applicable state laws impact thatprincipal or this transaction:

28. RESERVED.

29. DISPUTE RESOLUTION:
A. MEDIATION: Buyer and Seller agree to mediate any dispute or claim arising between them Out of this 

Agreement, or any resulting transaction, before resorting tp arbitration or court action. Mediation fees, if any, shall, 

be divided equally among the partiesdnvolved. If, for any dispute or claim to which this paragraph applies, miy party 
commences an action without first:,attempting to. resolve the matter through mediation, or refuses to mediate after a
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Property Address:, Date:

request has been made, then that party shall not be entitled to recover attorney fees, even if they would otherwise be 

available to that party in any such action.

B. RESERVED.

30 RESERVED,
31. EQUAL OPPORTUNITY:. The Business is sold in compliance with federal, state and local anti-discrimination 

Laws.
32; ATTORNEV FEES: In any action, proceedingi or arbitratibn between Buyer and Seller arising out qf this 

Agreement, the prevailing Buyer or Seller shall be entitled to reasonable attorney fees and costs from the non- 
prevailing Buyer or Seller, except as provided In paragraph:29 A.

33. RESERVED.
34,, TIME OF ESSENCE;, ENTIRE CONTRACT; CHANGES: Time is of the essence. All understandings 

between the parties are incorporated in this Agreement,, Its terms are intended by the parties as a final, complete and 

exclusive expression of their Agreement with respect to its subject matter, and may not be.contradicted by evidence 
Of :ahy prior agreement or cbritemporaneOus ora) ^eement. If any provision of this Agreement is held to be 

ineffective Or invalid, the remaining provisions will, nevertheless be given full force and effect, Neither this 

Agreement nor any provision in it may be extended, amended, modified, altered or .changed, except in writing 

Signed by Buyer and Seller: NothingJn this Agreement affects or otherwise alters the rijghts, obligations and 
duties of either Buyer or Seller in the Pizza Factory Franchise Agreement which currently exists by and 

between Buyer and Seller except as expressly stated.
35. ASSIGNMENT: Buyer may assign all or any part of Buyer’s interest in this Agreement without first having 

pbtaihed any approval by Seller; Such assijgnment shall hot relieve' Buyer of Buyer’s obligations pursuant to this 

Agreement.

36. SUCCESSORS AND ASSIGNS: This.Agreement shall be. binding upon,;and inure to the benefit of. Buyer and
Seller and their respectiveisuccessprs and assigns, except as otherwise provided herein. ,

3;7. COPIES: Seller and Buyer each represent that Copies of all reports,, documents, certificates^, approvals, and 

other documents that are furnished to the other "are true, correct and unaltered Copies of the original documents, if 
the. originals are* imthe possession of the furnishing party . I

38. GOVERNING LAW AND VENUE: This. Agreement shall be governed'by the Laws of the.state of California. 

The parties agree, that for the purposes of Jurisdiction and venue, any and all actions brought regarding the 
relationship between the Franchisee and the Franchisor, or any and all. actions brought to enforce; the provisions of 

this agreement, shall be brought in a, California state court, situated in the County of Madera, State of California, 

having subject matter jUrisdictioh.pver Such litigation.
39; AUTHORITY: Any person(S) signing this Agreement represent(s) that such person(s) has 'full power and
authority to bind that person’s principal, and .that the designated Buyer and Seller have frill authority to enter into

and perform this Agreement. Entering info this Agreement and the conipietipn of the Obligations: pursuant to this
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Property Address:^ Date;.

Agreement, do no violate any Articles of Ihcoipdratipn, Articles or Orgariizatibhj Bylaws, Operating Agreement, 

Partnership Agreement or other documenfegovemirig the actiyi^ of either Buyer or Sellef,

40: OTHER TERMS,AND CONDITIONS, including.attached supplements:,
A. . All amounts due and payable by Seller to Buyer shall be deducted from the purchase price: (See Par.

2.C.). Seller shall provide said information to the Escrow Holder as soon as reasonably practicable and no later than 

five (5) days prior to Close of Escrow. If there ^e any disputes between Buyer'and Seller regardihg said amounts, 

such: disputes shall not delay the Close of Escrow. Rather, the Escrow Holder shall hold any disputed amount and 

shall thereafter distribute said amount according to the provisions of any court judgment, arbitra:tion award or mutual 

agreement of t he parties ,

B. All amounts owed by Seller to any vendor. Creditor or third party related to the Business shall he either
paid in ftill or properly provided for \vith Buyer’s written approval. Seller shall provide said information to the 
Escrow Holderas soon as reasonably practicable andno later than fiye (5) days prior tbCldse of Escrow, ifthere are 

any disputes: between Buyer and Seller regarding; Smd a.mountsi such disputes shall hot delay the Close of Escrow: 

Rather, the Escrow Holder shall hold any, disputed amount and shall thereafter distribute said amount according to 
the pro visions of any court J udgment, arbitration award or :mutual agreement of the parties. !

C. Any action to enforce, this Agreement shall proceed in the Superior Cbuft of California, County bf 

Madera.
D; Inventory purchased at Close by Buyer shall be valued at Seller’s actual cost. Buyer may accept any or 

all bf the inyentbry but is not bbligated to purchase any of the itiventory . Any inyentbry nof purchased by B uyer 

shall be promptly removed from the premiseshy Seller within;24 hours of Close of Escrow.

E. Any Asset not being transferred to Buyer shall be promptly removed from premises by Seller within 
twenty-fpiir (24);^hburs of. Close of Escrow. !

E. Other applicable terms including determination of the purchase price will be pursuanf to; Section 9 :,03 of 
the Franchise Agreement between Buyer and Seller.

41. RISK OF LOSS: Any risk of loss to the Business shall .be'borne by Seller until ownership has been transferred

toBuyer. i

42. DAMAGE OR DESTRUCTION: If the Business or;real property'in which the Business is situated is 
destroyed or materially damaged prior to Close of Escrow, then, on demand'of Buyer, any deposit made.by Buyer 

Shallbe returned toBuyefand this Agreement shall terminate.
43. INDEMNIFICATION: Unless otherwise, expressly provided herein, upon completibn of sale, 'Seller agrees to 

indenmifyi defend and hold Buyer harmless from all liability resulting from loss, damage or injury to persons or 

property in ahy manner arising but bfdr incident to the operation of the Business, prior to transfer to Buyer. Buyer 

agrees to indemnify, defend and hold Seller harmless from all liability remlting from loss, damage or injury to 

personsor property in.any manner arising out,of or incident to the operation of the Business after transfer to Buyer.
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44: NOTICES: Wherieyer notice is given Under thi^ Agreement^ each notice shali be in writing and shall be 

delivered personally, by facsimile or by mail, postage prepaid- Notice shall be delivered to the address set forth 

below the recipient’s signature of acceptance.. Eitherparty may change its notice address by providing notice to the 

other party.

45. DEFINITIONS: As used in this.Agreement: .

A. “Acceptance” means the time the offer or final counter offer is accepted in writing by a party ^d is 
delivered and personally received by the other party or that^party’s-iauthorized agent in accordance with’the terms; of 

this offer or a;fihal counter offer,
B. “Agreement” means the: terms and conditions of this accepted Business Purchase Agreement and any 

accepted counter offer and,addenda.
C. “C.A.R. Eofm” means the specific; form rtferenced or another comparable form agreed to by the parties.

D. “Close oT’Escrow” means the date the grant deed, or other evidence of transfer of title, is recorded. If the 

scheduled close of escrow falls on a Saturday, Sunday, or legal holiday, then close of escrow shall be the ne^ 
business day after the«scheduled close of escrow date:

E. “Copy” means copy by any means including photocopy, NGR^ facsitriile, and electronic;.

F. “Days” means calendar days, unless; otherwise required by La\y.

G: “Days After” means the specified number of calendar days after the. occurrence of the event, specified, not
counting the calendar date on which the specified event occurs, and ending at 11:59 PM on the’final day.

H. “Days Prior” means the specified number of calendar days befpre the occurrence of the event specified, 

not counting,the calendar date on which the'specified event is scheduled, to occur.

L “Electronic Copy” or “Electronic Signature” means, as applicable, an electronic copy or signature 
complying with Califoniia Law. Buyer and Seller agree that electronic, means will not be used by either one to 

modify or alterthe content or integrity of this Agreement withoiifthe knowledge and consent of the other.

J. “Law” means any law, code; statute, ordinance, regulation, rule or order, which is; adopted by a controlling
city, county, state or federal legislative, judicial or executive body or agency. j

K. “Notice to Buyer to.Perform” means a document, which shall be in writing and Sighed by Seller and shall

give Buyer at least 24 hours or until the; previously agreed time limit, whichever occurs last, to remove a 
contingency or perform.as applicable. !

L. “Signed” means, either a handwritten: or electronic; signature oh ah original document; Copy or any 

counterpart:
M. Singular arid Plurai terms each include the other, when appropriate.

46. AGENCY: RESERVED. . ,

47. JOINT ESCROW INSTRUCTIONS TO ESCROW HOLDER:

A. The following paragraphs, or applicable portions thereof, of this Agreement constitute'the joint 
escrow ihstructipns of Buyer and Seller to Escrow Holder, which Escrow Holder is to use along with any relating
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Property Address:, Date:

counter offers and addend^ ^d any additional mutual instructions tp close the escrow: 1, 2,4,13,14A, 17,18,20, 

21,25E, 34,40, 44,45, and 47. If a Copy of ’the separate compensation agreement(s) for Real Estate;Brokers is 
deposited with escrow Holder by Broker^ escrow Holder shall accept such agreement(s) and pay out from Buyer’s or 

Seller’s hinds, or both, as applicable, the Broker’s^cprnpensatibn proyided for iniSuch agreement(s) and subject to 

Paragraph 48 hereof. The terms and conditions of this Agreement .not set forth in the specified paragr^hs are 

additional matters for the information of Escrow Holder, but about which Escrow Holder need not be>^concemed. 
Buyer and Seller will receive. Escrow Holder’s general provisibns>directly from Escrow Holder and' will execute 

such provisions Upon Escrow Holder^ request. To the extent:the general,provisions are incorisistent Or conflict with 

this Agreement, the general provisions: will,control asto the duties and obligations of Escrow Holder only. Buyer 
and Seller will execute additional instructions, documents and.forms provided by Escrow Holder that are reasonably 
necessary to close the escrow '

B. A Copy Of this Agreement signed by Buyer with the Deposit shall be dfelivered to Escrow Holder. Seller 

shall sign the Buyer’s Agreementwithin fivedays of being;notified ofBuyer’s;exercise of the option.

Buyer :and Seller authorize Escrow Holder to accept and rely on Copies and Signatures as, defined in this 

Agreement as originals, to open escrow and for other purposes.pf escro,^. The: validity Of this Agreement as between 

Buyer and Seller is not
C. RESERVED. I

D. A Copy of ;any amendment that affects any paragr^h of this, Agreement for which Escrow Holder is 

responsible shall be delivered to Escrow Holder within 2 business dayS after mutual execution of the amendment 

48; BROKERAGE: Any broker for either Buyer or Seller shall be compensated exclusively by the party hiring 
said’broker.

49. RESERVED.
50. RESERVED
51. RESERVED ;

52. reserved.
I 1

■ The remainder of this page is blank.
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Property Address:, Date:

Buyer: Pizza Factory, Inc; Date:

DO NOT SIGN - EXHIBIT TO FRANCHISE AGREEMENT

____________________________ Name printed::_______________

Address: 49430 Road 426^ Suite D, Oakhurst, California, 93644 
Telephone: (559) 6?3-3377 Facsimile: (559)=683^.879

53. RESERVED,

DO NOT SIGN - EXHIBIT TO FI^y^CHISE AGREEMENT
Sellef: (Franchisee); Date:_j

Address:

Telephone:,

Seller: (Ffahclusee),

Address:

Telephone:,

Notice Address, if Dififerent,

_Name Printed:,

_Facsimile:,

Date:.

_Nanie Printed:,

Facsimile:,
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GUAI^TY AND ASSUMPTION OF FRANCHISEE’S OBLIGATIONS 
(By Assigning Franchisee Holding Note From Buying Franchisee).

This Guaranty is from the undersigned Franchisee(s) (“Selling Franchisee”); and/of the 
officers, directors, partners or owners of the Selling Franchisee! located at
_______________ _________________________________________ (“Franchise Business”)
under the Franchise Agreement (“Original Agreement”) dated^between PIZZA 
factory, INC. (“Franchisor”) and Selling Franchisee, Selling Franchisee is seeking approval 
from Franchisor for the assignrnent and sale of the Franchise Business to

______; (“Buying
Franchisee”) in accordance with Article 8 of the Original Agreement. Selling Franchisee is also 
accepting as part of the eonsideration for the sale; of the Franchise Business a. promissory note 
(“Buyef’s Note”) secured by a security interest in certain assets either being' sold with the 
Franchise Business to Buying; Franchisee ancf'dr other assets owned by Buying Franchisee or its 
principals (“Security”). As a condition for approval of the sale/assignment of the Franchise 
Business to Buying Franchisee, Franchisor has required Buying Franchisee to sign a new 
Ffanchise Agreement vvith Franchisor dated^(“New Agreement”).

, . . : I .
In consideration of and as an inducement to approve the sale and assignment by Selling 

Franchisee to Buying Franchisee; each person; signing this Guaranty hereby personally and 
unGonditiOnally, jointly and severally: (i) guarantees to Franchisor and its successors and assies 
that the Buying Franchisee will punctually pay when due all amounts required to be paid under 
the New Agreement and perform each and every undertaking, agreement and covenant set forth 
in the New Agreement; and (ii) agrees to be personally-bound by,; and personally liable for, the 
breach of each and every provision in the New Agreement.

1

Each of the undersigned waives: (i) acceptance and notice of acceptance; by Fraiichisor of 
the undersigned’s obligations under this Guaranty;, (ii) notice of demand for payment of any 
indebtedness or non-performance of arty Pbligatibn guaranteed by the undersigned; (iii) protest 
and notice of default to any party with respect to the indebtedness or non-performance of any 
obligations guaranteed by the undersigned; (iv) any right the undersigned may have to require 
that an action be brought against the Buying Franchisee or any other person as a condition of the 
undersigned’s: liability; and (v) all Other notices and legal Or equitable defenses to which the 
undersigned may be entitled in the undersigned’s capacity as guarantor. |

Each of the undersigned consents and agrees that: (i) the undersigned’s direct and 
immediate liability under this'Guaranty shall be joint and severai; (ii) the undersigned will make 
any payment or render any performance required under the New Agreement upon demand if the 
Buying Franchisee fails or refiises punctually to do so; (iii) the undersized’s liability will not be 
contingent or conditioned upon Franchisor’s pursuit Of any remedies against! the Buying 
Franchisee or any other person, including any other guarantor; (iv) the undersigned’s liability 
will not be diminished, relieved or otherwise affected by any extension of time, credit or other 
indulgence: which Franchisor may from time to time grant to the Buying Franchisee; any 
guarantor or to; any other person, including, for example, the acceptance of any partial payment 
Or performance of the compromise or release of any clairns and no such indulgence shall in any 
way modify or amend this Guaranty; (v) the undersigned’s liability will not be diminished^
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relieved or otherwise affected by any amendment or modification to the New Agreement, or by 
any change in the name, objects, capital or constitution of the Buying Franchisee, or any 
successor-in-interest, or by any amalgamation, insolvency or bankruptcy of the Buying 
Franchisee; (vi) except as expressly stated herein, this Guaranty will continue apd be irrevocable 
during the' term of the New .Agreement and any renewals thereof and, as to those provisions of 
the New Agreement that survive its termination or expiration, after its termination or expiration; 
and (vii) that any action to enforce this Guaranty may be brought in the sanie jurisdiction as 
allowed by law or by the New Agreement.

This Guaranty shall remain in full force and effect so long as Buying Franchisee, any of 
its principals and/or any successor in interest thereof has any obligations to Selling Franchisee, 
any of its principals and/or any of the undersigned Guarantors arising out of or related to the 
purchase of the franchise Business including but not limited to any amounts remaining unpaid 
pursuant to the terms of the Buyer’s Note or any substituted note or similar promise or so long as 
any of the undersigned or Selling Franchisee, any of its principals and/or its/their successors in 
interest hold any security interest in the Security and/or in any asset owned by Buying 
Franchisee or any of the officers, directors, shareholders, members or owners of Buying 
Franchisees or its/their successors in interest. Upon the Buying Franchisee or any of its 
principals no longer being obligated to Selling Franchisee or any of its principals or any of 
the undersigned Guarantors, and if Buying Franchisee is not in default of the New 
Agreement, then this Guaranty shall imni^iately cease to have any force or effect as to any 
obligations of Guarantor upon Guarantor: (1) mailing a Notice of those circumstances by 
Certified Mail, Return Receipt Requested to Franchisor; and (2) releasing any security 
interest it may have in any assets of Buying Franchisee and/or its principals and sending a 
copy of those releases to Franchisor by Certified Mail, Return Receipt Requited.

This Guaranty shall be governed by^ and construed under, the laws of the State of 
Galiforriia, without regard to its conflict of laws principles.

GUARANTORS:

DO NOT SIGN - EOTIBIT TO FRANCHISE AGREEMENT

(Print Name) (Print Name)

1 li87454.3
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AGREEMENT
(Non-Competition, Unfair Competition, Etc.)

This Agreement is made between
(Name of Employer/Franchisee hereinafter referred to as “Emplpyer”) and___________

(name of employee, and/or /principal hereinafter
with reference to thereferred to as “Eiriployee”) on____

folloMhg facts:

A. Employer is a franchisee of Pizza Factory, Inc. and operates the Pizza Factory 
franchise restaurant located at^^
(hereihaftef referred to asi “Restaurant”).

I

B. . The Franchise Agreement between Pizza Factory, Inc. and Employer requires
Employer to enter into an agreement between Employer and its principals and i management 
eniployees which prohibits the principals Or managers from certain activities and, employrnent 
which agreemCnt may be independently enforced by Pizza Factory, Inc. ,

C. Employee is [a management employee] [a principal] [both an employee: and a 
principal] of Employer^

In Consideration of Pizza Factory, IhC. granting Employer a Pizza Factory franchise and 
Employer hiring Employee and as a requifemeht for continued employmeht and for other good 
and valuable Consideration, the parties hereto agree as follows:

Non-Competition During Term of Employment or While a Principal

1. (a) During the time that Employee is employed by Employer and/pr while
Employee! holds any ownership interest in Enlployer, Employee shall not, directly or'indirectly, 
either as an employeei employer, consultaht, agent, principal, partner, stockholder, corporate 
officer, directOrj or in any other individual Or representative capacity, enga,ge or participate in 
any business that is in Competition in any manner whatsoever with the; business of Employer or 
Pizza Factory, Inc. I

(b) The foregoing obligation Of Employee not to compete with Employer and/pr 
Pizza Factory, Inc. shall not prohibit Employee from owning or purchasing any coiporate 
securities: that:are regularly traded on a recognized stoClccxChange or over-the-counter market or.

Unfair Competition After Termination of Employment '
. I

2. Employee acknowledgeSi and agrees that the sale or unauthorized use or 
disclosure of any of the trade secrets of Employer Or Pizza Factory, Inc. as described herein 
obtained by Employee during Employee’s employment with Employer or while holding any 
ownership interest in Employer, including inforrriation eonceniing marketing strategy or plans, 
operational procedures, current products and any future Or proposed products Or services of Pizza 
Factory, Inc. or Employer, the facts that those strategies, plans, procedures, products or services 
are planned, under consideration, or in process or production, as well as any descriptions Of the
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features of those strategies, plans, procedures, products or services constitute uhfair competition. 
Employee promises and agrees not to engage; in any unfair competition with Employer either 
during the term of this Agreement or at any time thereafter-

soliciting Customers and Employees or Participating in Competing Businesses 
After Termination of Employment or Ownership

3. (a) Employee acknowledges and a^ees that the names and addresses of
Employer’s customers constitute trade secrets of Employer and that the sale or'unauthorized use 
or disclosure of any of Employer’s trade secrets obtained by Employee during Employee’s 
employment with Employer constitute unfair competition. Employee further acknowledges that 
Employer’s employees are a valuable asset in the operation of Employer’s business., Employee 
promises and agrees not to engage in any unfair competition widi Employer.,

(b) For a period of one. year immediately following the termination of Employee’s 
employment with Employer or ownership in Employer, Employee shall not directly or indirectly 
niake known to any person, firm, or corporation the names or addresses of any of the customers 
of Employer Or any Other information pertaining to; them, or call on, solicit, take away, or attempt 
to call On, solicit, or take away any of the customers of Employer on whom Employee called or 
with whom Employee became acquainted during Employee’s employment with Employer, either 
for'Employee Or for any other person, firm, of corporation.

'■ . !

(e) For a period of one^ year immediately following the termination of Employee’s 
employment with Eniiployer or o\vnership in Employer, Employee shall not directly or indirectly 
solicit, hire, recruit, or encourage any Other employee of Employer or any other Pizza Factory 
franchise to leave the Employer or other franchisee or work for any person Or entity that is in 
competition with Employer or any Pizza Factory franchise.

(d) If employee holds any ownership interest in Franchise, then said employee; for a 
period of one year immediately following the termination Of employee’s ovraership in employer, 
or for one year following the termination of the Franchise Agreement between employer and 
Pizza Factory, hic., shall not, directly or indirectly, either as employee, employer, consultant, 
agent, principal, partner, stockholder, corporate officer, director, or in any Other individual or 
representative capacity, engage Or participate in any business that is in competition in any 
manner whatsoever with employer’s business within five miles of any other Pizza Factory 
franchise or the business of Pizza Factory, Inc.

Liquidated Damages. ^

4., In the event that Employee breaches the foregoing obligation hot to compete. 
Employee shall pay the sum of $10,000,00 to employer and $10,000.00 to Piizza Factory, Inc, per 
breach or, if applicable, $10,000.00 to each employer and Pizza Factory, Inc. as liquidated 
damages for the periGd during Whieh Empleyee continues to be in breach of the forgoing 
obligation not to compete- Employer and Employee^ agree that the amount stated herein as 
liquidated damages is reasonable under the circumstances existing at the time of the execution of 
this agreement. Nothing in this provision shall be .interpreted to limit the right of Employer or 
Pizza Factory, Inc, from obtaining injunctive relief or any remedies which may fre available by

1187454.3
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Pizza Factory, Inc. pursuant to the terms of this Agreement or the Franchise Agreement between 
Employer and Pizza Factory, Inc.

Independent Enforcement Bv Pizza Factory. Inc.
1

5. The parties hereto agree that the terms of this Agreement are made for, among 
other things, the benefit of Pizza Factoiy^, Inc. and the terms hereof may be enforced by Pizza. 
Factory, Inc. either in conjunction with Employer or independently without Employer. Further, 
Pizza Factory, Inc. shall be permitted to join as a party to any action initiated by either Employer 
or Employee to enforce or pertaining in any fashion the terms hereof. No act or inaction by 
Employer shall affect the rights of Pizza Factory, Inc. or limit the abilily of Pizza Factoiy, Inc, to 
enforce the terms of this Agreement. In that regard,, Employee agrees that Employee may not 
rely upon any such act or inaction by Employer as limiting the ability of Pizza Factory, Inc. to 
enforce fheterms hereof.

Severability of Proyisions '

6. If any provision of this Agreement is held to be illegal or invalid by any tribunal, 
such provision shall be deemed modified to eliminate the invalid element, and, as So modified. 
Such provision shall be deemed a part of this Agreement as, though originally included herein. 
The remaining pfovisibns of this Agreement shall not be affected by suth mbdifieation.

Modification of Agreement
I

7. This Agreement May only be modified by a written document signed by the 
Employee, Employer and Pizza Factory; Inc. \vhich states thM the writing is an amendment or 
modificMion of this Agreement.

Nonwaiver
1

8. No waiver of ^y condition or covenant contained in this agreement nor failure to 
exercise a right or remedy by either of the parties hereto shall be considered to imply of 
constitute a further waiver by such party of the same or any other condition, covenant, right, or 
remedy.

1

Attorney’s Fees

9. In the event that any party hereto or Pizza Factory, Inc. initiates any legal 
proceeding to enforce the terms hereof, the pfevailing p^y shall be entitled to an award of their 
reasonable attorneys’ fees and costs.

I
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Dated: _,20_ EMPLOYEE:

DO NOT SIGN - EXHIBIT TO FRANCHISE AGREEMENT
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PIZZA FACTORY, INC.
AREA PEYELOPMENT AGREEMENT

THIS AREA DEVELOPMENT AGREEMENT (“Agreement”) is made and entered
into this__ day of20______________ , (the “Effective Date”) by and between Pizza Faetoiyi
Inc., a California corporjatjon (the “eompany”) and __________ _____ „ a(n)

(“Developer”) with reference to the following facts:

A- Company owns ^d h^ deyeloped the right to use and sublicense the “Pizza 
Factory” name, trademark and service mark,, and such other trademarks, trade names, service 
marks, logotypes,, insignias, trade dress and designs directed pr authorized by Company for use 
from time to tirne (the “Marks”) trade dress and designs used in cpnnectipri with the 
development and operation of pi^a and pasta restaurants under the Marks, each operated In 
accordance with Company’s prescribed methods and business practices (each a “PE 
Restaurant”).

B. Company desires to expand and develop PF Restaurants in the Development 
Area, and Developer wishes to develop Traditional PF Restaurants in the Development Area, 
upon the termssand conditions as set forth in this Agreement.

Now, THEREFORE, the parties agree as follows:

ARTIGLE 1
GRANT OF DEVELOPMENT RIGHTS

I

1.1 Certain Fundamental Defmitions and Applicable Information. In tiiis Agreement, 
in addition to those: terms defined in Appendix 1 and elsewhere in this Agreement, the following 
:capitalized terms, shall haye the meanings set forth below, unless the context otherwise requires:

“Developer Notice Address” is:

Fax No.

“Expiration Date” rheans ^ _,20_.

“Initial Development Fee’’ means 

“Operating Prihcipal’’ means _ _________________ ,, :br such, other
individual hereafter designated by Developer, subject to the provisions of this Agreement.

I

1.2 Grant of Development Ri ghts

1.2.1 Upon the terms and subject to the conditions of this Agreement, Company 
hereby grants to Developer, and Developer hereby accepts, the right and obligation, during the 
Term (defined below), to develop Tiraditibrial PF Restauraiits in the geographic area described in 
Exhibit A. which is attathed hereto and by this reference made a part hereof (the. “Development 
Area”). An increase Or decrease in the size of the cities, counties geographical areas or politibal
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subdivisions, if any, included within these bound^ies shall have no effect on the Development 
Area as it is described in Exhibit A. No fight or license is granted to Developer hereimder to 
develop PF Restaurants: at Non-fraditiona;l Venues, '

1.2.2 No right or license is granted to Developer hereunder to use any Marks or 
any other trademarks, trade names, service marks, logotypes, insignias, trade; dress or designs 
owned by Gornpahy, such right and license being granted solely pursuant to Franchise 
Agreernents executed pursuant hereto. Without liniiting, thei generality of the fpregoing, nothing 
in this Agreernent shall permit Developer to own or operate; a PF Restaurant, except pursuant to 
duly executed and subsisting Franchise Agreement.. Developer shall not use the Marks or ^y 
other trademarks, trade names, service'marks, logotypes, insignias, trade dress !pr desjgPS in any 
mariner or for any purpose, including in connection with any offering of securities or ^y request 
for credit, without the prior express written .approval of Company.

I
1.3 Territorial Rights;

1.3.1 During the Term of this Agreement, neither Company nor its Affiliates 
shall operate or grant a license or franchise to ariy other person or Entity to operate a Traditional 
PF Restaurant within the Development. Area.

1.3.2 Company expressly reserves all other rights,, including the exclusive;, 
unrestricted fight, in its discretion, directly and indirectly, itself and through its employees. 
Affiliates (defined below), representatives,, licensees, fi-anchisees, assigns, agents and others;

(a) to Own and/or operate and to franchise OF license others' to own 
^d/bf operate (i) PF Restaurants, the physical location of which are located outside of the 
Development.Area, regardless of proximity to the Development Area, (ii) businesses that provide 
goods ^d services within and outside: of the Development Area, regardless of proxirnity to the 
Development Area under names other than “Pizza Factory,” (iii) PF Restaurants and other 
businesses at Non-TraditiOiial Venues within or outside the Development Area, and regardless of 
their proximity to ariy PF Restaurarit developed or under development or consideration by 
Developer; and, ,(iv) businesses operating Under riames Other than under the Marks at any 
location, and of any type whatsoever, regardless Of their proximity to the Development Area and 
whether or not such businesses use ariy portion of the System, offer similar products or services 
or compete \vith PF Restaurants.

(b) to Offeri sell, provide, produce^ licerise, distribute and market
products and services identified by the Marks and/or other traderiiafks Or service marks to any 
person or Entity, at or through ariy location or outlet (other than PF Restaurants, the physical 
premises of which are located within the Development Area, except for PF Restaurants located at 
Non-TraditiOnal Vepues), regardless of proximity to the Developfrient Area, arid through any 
distribution channel, at wholesale or retail, including by means of the internet , or internet web 
sitei mail order catalogs,, direct mail advertising, and other distribution methods, including 
websites, online retailers, and direct sales through affiliates; *

(c) to advertise and promote the System through any means, including 
the internet Or internet web site, temporary or permanent displays of products Or services, 
iricluding those offered or sold through PF Restaurants, television, radio, billboards; email, text
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message, social media, print media, direct ^mail, demonstrations, seminars, and other forms of 
advertising and promotion;

(id) to develop or beconie associated with other concepts (including 
dual branding and/or franchise systems), y/hether or not using the System and/pr the Marks, and 
award franchises and/or licenses under odier concepts fpr locations a[nywhere; pid

Agreement.
(e) to engage in any other activities not expressly prohibited by this

I

ARTICLE 2
DEVELOPER’S DEVELOPMENT OBLIGATION

2.1 Development Obligation. Within each Development Period specified in 
Exhibit B, Developer shall construct,^ equip, open and thereafter continue to operate within the 
Development Area, not less than the cumulative number of Traditional PF Restaurants required 
by the Development Obligation for that Development Period. PF Restaurants developed 
hereunder which are open and operating and which,have been assigned to Affiliates of Developer 
in accordance with Section 7.2.2 with Company’s consent, shall count in detenriining whether 
Developer has satisfied the Development Obligation for so long ^ the applicable Affiliate 
continues to satisfy the conditions set forth in Section 7.2.2.

2.2 Limited Extension of Individual Development Periods. If DeyelOper fails to 
satisfy the Development Obligation for an individual Deveiopment Period solely because 
Developer failed to open the PF Restaurant prior to:the applicable bevelopment Period, but had a 
Franchise Agreement and lease for the applicable PF Restaurmit prior to end of such 
Development Period, then such Development Period (and no other Development Periods) shall 
be extended for a period of 3 months, (the “Extension Period”). If Developer fails to use the 
entire Extension Period, the balance of the same shatll be forfeited and shall not alter or affect any 
Other DevelopmerifPeriod.

2.3 Force Maieixre
i

2.3.1 Subject to Developer’s continuing compliance with Section 2.3.2. should 
Developer be unatble to meet the Development Obligaition for any Development Period solely as 
the result of Force Majeure or any legal disability of Company to deliver a Franchise Disclosure 
Document pursuant to Section 6.2. which results in the inability of Developer to construct or 
Operate the PF Restaurants in all or substantially all of the Development Area pursuant to the 
terms of this Agreement, the particular Development Period during which the event of Force 
Majeure (or Company’s legal disability to deliver a Franchise Disclosure Document) occurs shall 
be extended by an amount of time equal to the time period during which the Force MajCure (Or 
Company's legal disability to deliver a Franchise Disclosure Document) shall have existed 
during that Development Period. Development Periods during which no sUCh Force Majeure (or 
legal disability) existed shall not be extended. Other than as a result of Force Majeure or 
Company’s legal disability to deliver a Franchise Disclosure Document, any delay in Company’s 
issuance of acceptance of any site under Article 6. including, as a result of Developer’s failure to 
sa:tisfy the conditions set forth in Section 6.3. shall not extend,any Development Period.
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2.3.2 In the event of the occurrence of an event which Developer claims to 
constitute Force: Majeure, Developer shall provide written notice to Company within 5 days 
following commencement of the, alleged Force Majeure which notice shall include the words 
“force majeure” and explicitly describe the specific nature and extent of the Force Majeure, and 
how it has impacted Developer’s performance hereunder. Developer shall continue to provide 
Company with updates and all infomiation as may be requested by Company,: including 
Developer’s progress and diligence in responding to and overcoming the Force Majeure and the 
cessation of the Force MajeUfe. If Developer shall fail to notify Company of‘any alleged Force 
Majeure within Said 5' day period of shall fail to provide updates or notify, Company of the 
cessation of the Force Majeure, Developer shall be deemed, to have waived jthe right to claim 
such Force Majeure.

2.4 Developer May Exceed The Development Obligation. Developer may Construct, 
equip, open arid operate more than the total number of f raditiorial PF Restaurants comprising the 
Development Obligation with Coftipariy’s prior written conserit, not to be Unfeasoriably withheld, 
which consent may be eOnditiOried, including cOnditiOried ori the payment of additiorial fees 
and/Pr'the execution of an amendment to thiS.Agreeinent

ARTICLES
DEVELOPMENT AREA

3.1 COmpariV’s Right to Develop. Notwithstanding Section .2.1 abdve; if during the 
Term of this Agreement, Developer is uriable or uriwilling, of fails fof any reasori (except due to 
Fofce Majeure as provided iri Section 2.31. to satisfy the Developfrient Obligation, Developer 
shall be deeriied to be iri material default of this Agfeement and Compariy rtiay tenriinate ^is 

Agreement upon notice to Developer. Upori sUch terriiiriatiori, Coiripany may, but has no 
obligation to, open and operatej Or license others, to (or grarit others developinerit rights to), operi 
arid operate^ PF Restaurarits at any site(s) within the Developmerit Area, subject to the terms of 
the individual Franchise Agfeetrient(s) for each then existing Traditiorial PF Re.Staurant located 
in the Development, Area.

3i2 Protected Territory for Each Individual PF Restaurant. Subject to certain 
conditions and reserved fights set forth in the Franchise Agreemeftts and the rights reserved to 
Company (hnd its designees), each such agreement executed pursuant hereto shall provide that 
Company may not open or operate^ or ffanchise or license the operation of, any; Traditional PF 
Restaurant within a five^mile sfoaightrlirie radius from the location of the applicable Traditional 
PF Restaurant.

I

ARTICLE 4
TERM OF AREA DEVELOPMENT AGREEMENT

4.1 Term. The term of this Agfeement shall eommence on the Effective Date and, 
unless otherwise negotiated, teirnihated Of extended as provided herein, shall continue until foe 
earlier of (i) the Expiration Date, or (ii) foe date of executibn of foe Franchise Agreement 
granting Developer foe right to open the^ last PF Restaurant necessary for Developer to fully 
satisfy the Development Obligation (the “Term”), At the end of foe Term, this A^eement shall 
be deemed expired.
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4.2 Limited Additional Development Right. If Developer shall determine that it 
desires to engage in fucther development of Traditional PF Restaurants in the Development Area 
in excess of the Development Obligation, Develqper shall at the earlier of (i) 180 days prior to 
the scheduled expiration of the Term or (ii) the date on which acceptance of the proposed site for 
the last Traditional PF Restaurant required to meet the Development Obligation is issued, notify 
Company in writing (“Additional Development Notice”) of Developer’s desire to develop 
additional Traditional PF Restaurants in the Development Area and a plan for such development 
over a new term, setting forth the number of proposed Traditional PF Restaurants and the 
deadlines for the development of each of them within such proposed tenn. This right of 
additional development by Developer shall be exercised only in accordance with Section 4.3 and 
is subject to the conditions set forth in Section 4.4. This Agreernent is not otherwise renewable^

4.3 Exercise of Right of Additional Development

4.3.1 If Company determines the additional development obligation proposed 
by the Additional Development Notice is unacceptable; in any respectfs). Company and 
Developer shall (subject, to Section 4.4) negotiate during the following 60 days in an effort to 
reach a mutually agreeable additional development obligation. Each party may negotiate to 
protect itS; own interests as it deems appropriate in its discretion.

4.3.2 If the additional development obligation proposed by die Additional
Development Notice is acceptable to Company, or ifCompany and Developer reach agreenient 
on ah alternative additional development obligation (the “Additional Development 
Obligation’^ within said 60 day period, then Company shall deliver to Developer a copy of 
Company’s Then-current Franchise Disclosure Document, if required by Applicable Law, and 
two copies of the Then-current area development agreement, which may vaiy substantially ftop 
this Agreement, setting forth the agreed upon Additional Development Obligatiori. Within 30 
days after Company’s delivery of the said area development agreement, but no{ sooner than 
immediately after the expiration of any applicable waiting period(s) prescribed by Applicable 
Law, Developer shall execute, two copies of the area development agreement and return them to 
Company together with the applicable development fee, if any, for the Tr^itional PF 

Restaurants required by the Additional Development Gbligatioh. If Developer has so executed 
and returned the copies and has; satisfied the conditions Set forth in Section 4.4. Company will 
execute the copies and return one fully executed copy to Developer. |

4:4 Conditions to Exercise of Right of Additional Development. Developer’s right to 
additional development described in Section 4.2 shall be subject to Developer’s fulfillment Of the 
following conditions precedent:;

4:4.1 Developer (and each of its Affiliates Which have developed Or operate PF 
Restaurants in toe Developnient Area) shall have fully performed all of its dbligations, under this 
Agreement and all other agreements between Company and Developer (or the applicable 
Affiliate).

4.4.2 Developer shall have demonstrated to Company’s satisfaction .Developer’s 
financial capacity to perform the Additional Development Obligations set forth in the area 
development agreement. In determining if Developer is financially capable, Company will apply 
the same criteria to Developer as it applies to prospective area developer Developers at that time.
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4.4.3 At the expiration of each Development Period and at the lexpiration of the 
Term, Developer shall have opened and shall thereafter have continued to; operate, in the 
Deyelopment Area, not less than the aggregate number of Traditional PF Restaurants then 
required by the Development Obligation.

4.4.4 Company ^d Developer shall have executed a new area development 
agreement pursuant to Section 4.3.

4.4.5 Developer and all Affiliates of Developer who then liave a currently 
effective franchise agreement or area development with Company shall have executed and 
delivered to Company a general release, or a form prescribed by Company, of any and all known 
and unknown claims against Company or its Affiliates, and their respective officers, directors, 
agents, shareholders an3 employees'.

4.5 Effect of Expiration. Unless an Additional Development Obligation shall have; 
been agreed upon, and a new area development agreement shall have been executed by the 
p^ies as provided in this Agreement, foliowing the expiration of the Term, or the sooner 
termination of this A^eement, (a) Developer shall have no further right to constiiuct, equip, own, 
open or operate additional PF Restaurants which are not, at the time of such termination or 
expiration, the subject of a then existing Franchise Agreement between Developer (or an 
Affiliate of Deveroper) and Company which is then in full force and effect,, and (b) Company or 
its Affiliates may thereafter itself construct, equip, open, own or operate, franchise, and license 
others to (or grant development rights to) construct, equip, open, own or operate PF Restaurants 
at any loeation(s) (within or outside of the Development Area), without any restriction, subject 
only to any territorial rights granted for any then-existing PF Restaurants pursuant to a validly 
subsisting Franchise' Agreement executed for such PF Restaurant.

ARTICLE 5
PAYMENTS BY DEVELOPER

5.1 Initial Developmerit Fee. Concurrently with the execution of tftis Agreement,,
Developer shall pay to Company, by certified check or wire transfer of imrnediately available; 
fundSj the amount of the Initial Developrhent Fee. The Initial Development Fee represents oner 
half of the total Initial Fr^chise Fees payable for all of the PF Restaurants to be developed under 
the this Agreement (other than your first PF Restaurant), plus the sum of $30,0t)D representing 
the Initial Franchise Fee payable pursuant to the first Franchise Agreement jrequired to be 
executed pursuant hereto. Developer acknowledges that the Initial Development Fee is fully 
earned upon execution of this Agreement, nohrefundable and not contingent on the opening or 
operation of any PF Restaurant., !

5.2 Initial Franchise Fee. Notwithstanding the terms of the Franchise Agreement 
executed for each Traditional PF Restaurant developed pursuant to this Agreement, Developer 
shall pay to Company, in cash or by certified check, an initial franchise fee (“Initial Franchise 
Fee”) equal to the amounts set forth below, for each Traditional PF Restaurant, which Initial 
Franchise Fee shall be payable upon, execution by Developer of each Franchise Agreement 
entered into pursuant to this Agreement, provided^ however^ that Conipany shall credit such 
development fee against the Initial Franchise'Fees payable under the second; and each subsequent 
Franchise Agreement (at tFe rate pf $12,500 per Franchise Agreement for the second through
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fourth Tradition^ PF Restaurants and the rate of $10^00,0 per Franchise Agreement for'the fifth 
and subseqjuent Traditional PF Restaurants).

Restaurants

1 Traditional PF Restaurant

through 4™ Traditional, PF 
Restaurant

5 and, subsequent Traditional 
PF Restaurant

Initial Franchise Fee

$3Q,000

$2S,0t®

$2o;ooo

5,3 Royalty Fee:. Advertising Fee. The Franchise Agreement executed for each PF 
Restaurant developed pursuit hereto, shail provide that: (I) the monthly royalty shall l)e equal 
to 5^/o of gross sales (as defined in the Franchise Agreement); and (2) the monthly advertising fee 
shall be 3% of gross sales.

1

ARTICLE 6 j
EXECUTION OF INDIVIDUAL FRANCHISE AGREEMENTS

6.\ Site. Review

6.1.1 Promptly following the Effective Date, Developer shall promptly locate 
one or more proposed sites at sites other than Non-Traditional Venues that meet the Standards. 
When Developer has located a proposed site for construction of a Traditional PF Restaurant, 
Developer shall submit tO Corhpany in a form prescribed by Company such demographic and 
Other ittfOntiatioh regarding the proposed site(s) and neighboring areas as Company shall require^ 
in the form prescribed by Company (“Site Review Request”). Company may seek such 
additional information as it deems necessary within 15 days of submission of Developer’s Site 
Review Request^ and Developer shall respond promptly to such request for additional 
information. If Company shall not deliver written notice to Developer that Company accepts or 
rejects the proposed site; within 30 days of receipt of Developer’s Site: Review Request, of 
within 15 days after receipt of such additional requested information, whichever is later; the site 
shall be deemed rejected. Company may accept of reject a proposed site in its sole discfetion. If 
the Company accepts the proposed site it shall noti^ Developer Of its acceptance of the site. 
Company may impose a fee: of $2,500 per each Site Review Request if Developer has’ submitted 
more than one Site Review Request per Traditional PF Restaurant to be developed, j

6.1.2 Although Company may vdlUiitafily (without obligation) assist Developer
in locating mi acceptable site for a Traditional PF Restaurant, neither Company’s said assistance, 
if any, nor its acceptance of any proposed site, whether initially proposed by Developer Or by 
Company, shall be construed to insure or guarantee the profitable or successfijl operation of the 
PF Restaurant at that Site by Developer, and Company hereby expressly disclaims any 
responsibility therefor. Developer acknowledges its sole responsibility for finding leach site for 
the Traditional PF Restaurants it develops pursuant to this Agreement. 1
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6.2
ACTeement

Delivery of Franchise Disclosure Documentv Execution of Lease and Franehise

6.2.1 Promptly following Developer’s receipt of Company’s acceptanCej
Developer shall proceed to negotiate a lease or purchase agreement for the site and shall submit 
to Company a copy of the proposed lease or purchase agreement, as applicable^ Following 
Company’s receipt of the proposed lease or purchase agreement, as applicable, which meets 
Company’s requirements^ Comply shall notify DevelOpef of its acceptance or rejection of the 
pfoposed lease or purchase agreement, as applicable. '

6.2.2 If the accepted location is leased or subleased, (i) the \ease shall name 
Developer as the sole lessee thereunder, and may not be subleased to Developer by any Affiliate 
of Developer of any Of its Owners without Company’s express prior written consent; (ii) 
DevelOpef shall neithef create nof purport to create any Obligations on behalf of Cornpany, nor 
gfant Of purport to grant to the lessof thereunder any rights against Cornpany, Hor agree to any 
other terMi Condition^ or covenant which is inConsistenf with any provision of this Agreement; 
(iii) the lease shall be for a term which is not less than the term of the Franchise Agreement, 
unless Company shall approve, in writing, a shorter term of the: lease;: (iv) thei lease shall not 
Contain a nOn-CompetitiOn covenant which purports: to restrict the Company, or any Developer or 
licensee of the Company (or its Affiliates), from operating a PF Restaurant or any other retail 
establishment^ unless such covenant is approved by the Company in writing prior;to execution of 
the Lease; (v) Developer shall duly and timely perform all of the terms, conditions, covenants 
and Obligations imposed upon Deyeloper under the lease; and (vi) a fully executed copy of said 
lease, in the form and on the terms previously accepted by Company, shall be delivefed to 
Company promptly following the execution thereof. TTie lease shall, unless Conipany otherwise 
consents in writing, include an addendum in the: form prescribed by Company, ^

6.2.3 Cortipany’s review and acceptance or rejection of the lease or purchase 
agreement is solely for Company’s benefit and is solely an indication that the lease meets 
Company’s minimum Standards and specification at the time of acceptance of the lease (which 
may be diifferent that:the requirements of this Agreement). Company’s review and acceptance of 
the lease shall not be construed to be an endorsement of such lease, confirmation that such lease 
complies with Applicable Law, or confirmation that the terms of such lease are favofable to 
Developer, and Company hereby expressly disclaims any responsibility therefore. |

6.2.4 Subject to Section 6.3. after Gompany’s acceptance Of each| proposed site. 
Company shall deliver to Developer a copy of Company’s Then-current Franchise Disclosure 
Document as may be required by Applicable Law (the ‘Tranchise Disclosure Document”) and 
two copies Of the Then-current Franchise Agreement. Immediately upon receipt Of the Franchise 
Disclosure Document, Developer shall return to Company a signed copy of the Acknowledgment 
of Receipt of the Franchise Disclosure Document. Developer acknowledges that the new 
Franchise Agreement may vary substantially from the current Franchise Agreement. If 
Company is nOt legally able to deliver a Franehise Disclosure Document to Developer by reason 
of any lapse Or expiration of its franchise registration, or because Company is in the process of 
amending any such registration, or fOr any reason beyOnd Company’s reasonable control. 
Company may delay acceptance of the site for Developer’s proposed PF Restaurant, or delivery 
of a Franehise Agreement, until such time as Company is legally able to deliver a Franchise 
Disclosure Document.
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6.2.5 Within 30 days after Deyelpper’s receipt of the Franehise Disclosure 
Document Md the Then-current Franchise Agreement, but no sooner than immediately after any 
applicable waiting periods prescribed by Applicable Law have passed* Developer shall execute 
two copies of the Franchise Agreement described in the Franchise Disclosure Document and 
return thern to Company together with the applicable: Initial Franchise' Fee.^ If Developer has so 
executed and returned the copies and Initial Franchise: Fee and has satisfied the i conditions set 
forth in Section 6.3. Company shall execute the copies and return one fully executed copy of 
such Franchise Agreement to; Developer.

6.2.6 Developer shall not execute any lease or purchase agreement for any PF
Restaurant, until Company has accepted the proposed site and Company has’ delivered to 
Developer a fiilly executed Franchise Agreement counter-signed by Company pursuant to: 
Sections 6.2.5. After Company’s acceptance of the she and lease (or purchase agreement, if 
applicable), and its delivery to Developer of the fully executed Franchise Agreement, Developer 
shall then procure the site pursuant to the purchase agreement or lease which has been reviewed 
and accepted by Company, and shall forward to Company,, within ten (10) days after its 
execution, one copy of the executed lease or, if purchased, the deed evidencing Deyeloper’ s right 
to occupy the site. Developer shall then commence constructipn and operation of the PF 
Restaurant pursuant to the terms of the applicable Franchise Agreement. '

6.3 Condition Precedent to Company’s Obligations. It shall be a condition precedent 
to Company’s obligations pursuant to Sections 6.1 and 6.2. and to Developer’s right to develop 
each and every PF Restaurant, that Company is then offering and selling franchise in the state 
where the Development Area is located, and Developer shall have satisfied all of fhe following 
conditions precedent prior to, Compaily’s acceptance of the proposed Restaurant and the rite 
and lease or purchase agreement therefor, and the Company's execution of the Franchise 
Agreement therefor:

63,1 Developer and its Affiliates that haye developed or operate PF Restaurants 
in the Development Area, shall have fully performed all of its obligations under this Agreement 
and all Franchise Agreements and Other Written agreements between Company arid Developer, 
and must:not at any time following Developer’si submission of its Site Review Request, and until 
Company grants its acceptance of the proposed Site, be in default of afly of its contractual or 
other legal obligations to Company or any of its Affiliates, or any approved veridor Or supplier, 
or to any federal, state, county or municipal agency. t

6.3.2 Developer shall have demonstrated to Company, in Company’s discretion. 
Developer’s financial and other eapacity to perform the obligations set forth in the proposed new 
Franchise Agreement, and Developer’s submission of a comprehensive manageriient plan 
acceptable to, and accepted by Company, which shall include among other' reasonable 
requirements as may be: established by Company, an organization chart andl supervisory 
requirements for the proposed PF Restaurant. In determining if Developer is financially or 
otherwise capabki Compw shall apply the same criteria to Developer as it applies to 
prospective area.developers at that time,

I

6.3.3 Developer and its Affiliates shall continue to operate^ in the Development 
Area, not less than the cumulative numiber of PF Restaurants required by the Deyelopmerit
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Obligation set fbrth in Exhibit B to be in operation as of the end of the'immediately preceding 
Deveropfnent Period. ‘

6.3.4 Developer, and each of its Affiliates who then has a currently effective 
Franchise Agreement or area development agreement with Company,, must sign a,general rele^e 
of any claims, they may have against Company and its Affiliates,, on a form, prescribed by 
Comply.

6.3.5 Developer and each of its Affiliates shall be in full compli^ce with 
Applicable Law.

ARTICLE 7
ASSIGNIVIENT AND SUBFRANCinSING

7.1 Assignment by Company. This Agreement is fully transferable by Company, in 
whole or in part, without the consent of Developer and ishalt inure to the benefit of any transferee 
or their legal successor to Company’s interests in this Agreement;; provided, however, that such 
transferee and successor shall expressly agree to assume Company’s obligations under this 
Agreement. Without limiting the foregoing. Comply may (i) assign or delegate any or all of its 
rights ,a:nd obligations under this Agreement; (ii) sell its. assets, the Marks,, or the System outright 
to a third party; (iii) engage, in a public offering of its securities; (iv) engage in a private 
placement of some or all of its securities; (v) merge,, acquire other corporations, or be acquired 
by another individual Or Entity-; or (yi) undertake a refinancing, recapitalization, leveraged buy­
out or other economic or financial restrticturing. Cbmpany shall be permitted to perform such 
actions without liability or obligation to Developer who expressly ^d specifically waives any 
claims, demands or damages arising from or related to ^y or all Of the above actions (or 
variations thereof). In cOrmecfion with any of the foregoing, at Company’s request. Developer 
shall deliver to Company a statement in writing certifying (a) that this Agreement ;is unmodified 
and in full fOrce and effect (or if there have been modifications that the Agreement as modified is 
in full force and effect and identifying the modifications); (b) that Developer is not in default 
under any provision of this Agreement^ or if in default, describing the nature thereof in detail; 
and (c) as to such other matters as Company may, reasonably request; and Developer agrees that 
any such statements may be relied upon by Company and any prospeetiye purchaser, assignee, or 
lender of Company.

7.2 No Subfranchising by Developer.

7.2.1 Developer shall not offer, sell, or negotiate the sale of franchises to any 
third p^, either in Developer’s own name or in the name and/or on behalf of Company, or 
otherwise subfranchise, subconlract, sublicense, share, divide or partition this Agreement or any 
Franchise Agreement executed pursuant hereto, and nothing in this Agreement will be construed 
as granting Developer the right to do so. Developer shall not execute any Franchise Agreement 
with Company, or construct or equip any PF Restaur^t with a view to offering or assigning such 
Franchise Agreement or PF Restaurant to any third parly,

7.2.2 Notwithstanding Section 7.2.1. Developer may, with Company's prior 
written consent, execute and contemporaneously assign a Franchise Agreement executed
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pursuant hereto to a separate Entity controlled by Developer (each a “Subsidiaiy”)-; provided 
and on condition that:

(a) Upon Cornpany's request. Developer has delivered ito Company a 
true, correct and complete copy of the Subsidiary's articles of incorporation or articles of 
organization, bylaws, operating agreement, partnership agreement, and other organizational 
documents, and Company has accepted the same;

(b) The Subsidiary's articles of incorporation or articles of 
organization, bylaws,, operating agreement, and partnership agreement, as applicable, shall 
provide that its activities are confined exclusively to operating PF Restaurant;

(c) Developer, directly owns and controls not less than 10,0% of the 
Equity and voting rights of the Subsidiary;

(d) the Subsidiaiy is in good standing in its jurisdiction df organization 

and each other jurisdiction where the conduct of its business or the operation of its properties 
requires it to be so qualified;

(e) the person designated by Developer as the Operating Principail has 
exclusive day^to^day operational control over the Subsidiary,;

PF Restaurant;:
the Subsidiary conducts no business other than the operation of the

(g) the Subridiary assumes all of the. obligations under the: Franchise 
Agreement as franchisee: pursuant to written agreement, the form and substance of which shall be 
acceptable to Company;

(h) each person or Entity comprising Developer, and all present and
future Owners of 10% or more (directly or indirectly), in the aggregate, of the Equity or voting 
rights of any fi-anchisee under any and all Franchise: Agreements executed pursuant to this 
Agreement shall execute a written guaranty in a form prescribed by Company,, personally, 
irrevocably and Unconditionally guaranteeing, jointly and severally, \yith all other guarantors, the 
full payment and performance of all of the dbligations to Company and to Company’s Affiliates 
under this Agreement and each Franchise Agreement executed pursuant hereto (for puiposes of 
determining whether said 10% threshold is satisfied, holdings of spouses, faniily members who 
live in the same household, and Affiliates shall be aggregated); ^

(i) none of the Owners of the Equity of the franchisee under the
applicable Franchise Agreement is engaged in Competitive Activities;, i

!
(j) at Company's request, Developer shall, and shall cause each of Its 

Affijiates to execute and deliver to Company a general release, on a form prescribed by 
Company of any and all Iqiown and unknown Claims against Company and its Affiliates and 
their officers, directors, agents, shareholders and employees; a:nd
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(k) Developer shall reimburse Company for all direct and mdireet 
costs and expense it may incur in connection with the transfer and assignment, including 
attorney's, fees.

7.2.3 In the event that Developer exercises its rights under Section 7.2.2 then. 
Developer and such Subsidiary shall, in addition to any other covenants contained iri the 
applicable Franchise Agreement, affirmatively covenant to continue to satisiy each of the 
cbnditioris. set forth in Section 7.2.2 throughout the: term of such Franchise A:gre,ement.

I
7.3 Assignment by Developer i

7.3.1 This Agreement has been entered into by Company iri reliance upon and in 
consideration of the singular personal skill, qualifications and trust and confidence reposed in 
DevelGper. Neither Developer nor any Owner shall cause or permit any Assignment unless 
Developer shall have dbtalined Company’s prior yrtitten consent, which consent may be withheld 
for any reason whatsoever in Company’s judgment of for no reason at all, and shall comply with 
Company’s right, of first refusal pursuant to Section 7.3.4. Except as provided in Section 7.2.2. 
Developer acknowledges and agrees that it will not be permitted to make ari Assignment of this 
Agreement or sell, giftj convey, assijgn or transfer the assets used in any of the PF Restaurants 
developed hereunder or any Franchise Agreement executed pursuant to this Agreerrient except in 
conjunction with a concurrent Assignment to the same approved assignee of all of the assets Used 
in all of said PF Restaurants, and all of the Franchise Agreements executed pursuant tO this 
Agreement or at Company’s election the execution by the assignee of new Franchise Agreements 
on Company’s Then-current form for each of the PF Restaurants then developed or under 
development by Developer, and otherwise in accordance with the terms arid COriditioris of 
Developer’s Franchise Agreement(s), If Developer is an Eritity, Developer shall promptly 
proyide Conipany with written notice (statirig such information as Company iriay froin time to 
time require) of each and every transfer, assignment, encumbrance, gift and other eoriveyanee, 
voluntarily or inyoluntarily, in whole or in part, by operation of Applicable Law Or Otherwise by 
any Owner of any direct or indirect Equity or voting rights in Developer, notwithstanding that 
the same rnay not constitute an “Assignment” as defined by this Agreement. 1

7.3.2 Developer shall not, directly or indirectly, pledge, eneUihber, hypothecate 
or otiieEvvise grant any third party a security interest in this Agreerrient in any manhef whatsoever 
without the prior express written consent of Company. TO the extent that the foregoing 
prohibition may be ineffective under Applicable Law, Developer shall proyide nOt less than 10 
days prior written notice; (which notice .shall contain the name and address of the secured party 
and the terms of such pledge, encumbrance; hypothecation or security interest) of any pledge, 
encumbrance, hypothecation or security interest in this Agreement.

7.3.3 Securities, partnership or other ownership interests in Developer may riot 
be offered to the public under the^ Securities Act of 1933, as amended, nor may they be registered 
under the Securities Exchange Act of 1934, as amended, or any comparable federal, state or 
foreign law, rule or regulation. Such interests may be offered by private offering or otherwise 
Only with the prior written consent of Company, which consent shall not be unreasonably 
withheld. All materials required for any such private offering by federal or state law shall be 
submitted to Company for a limited review as discussed below prior to being, filed with any 
governmental agency^ arid any materials to be Used in any exempt offering shall be submitted to
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Company for such review prior to their use. No such offering: by Developer shall imply that 
Company is participating in ain underwriting,, issuance or offering of securities of Developer dr 
Company^ and Company’s review of any offering materials shall be limited solely to the subject 
of the relationship between Franchise and Company and its Affiliates., Company may, at its 
option, require Developer’s offering mMerials to Contain a written statement prescribed by 
Company concerning the limitations described in the preceding sentence. Developer, its Owners 
and the other participants in the offering must fully defend and indemnify Company, and its 
Affiliates, their respective partners and, the officers, directors, manager(s) (if a limited liability 
company), shareholders, members, partners, agents, representatives, independent contractors, 
servants and employees of each of them, from and against any and all losses, costs and liability 
in connection with the Offering and shall execute any additional documentation required by 
Company to further evidence this indemnity. For each proposed offering. Developer shall pay to 
Company a nonr-refundable fee of $5,000, \yhiCh shall be in addition to any trrnisfer fee under 
any Franchise Agreement or such greater amount as is necessary to reimburse Company for its 
reasonable costs and expenses associated with reviewing the proposed offering, including 
without limitation, legal and accounting fees. Developer shall give Company written notice at 
least thirri' (30) days prior to the date of commencement of any offering or other transaction 
covered by this Section. !

7.3.4 Developer’s written request for consent to any Assignment must be 
accompanied by an offer to Company of a right of first refusal to purchase the interest which is 
proposed to be transferred, on the same: terms and conditions offered by the third party; provided 
that Company may substitute: cash for any non-cash consideration proposed to be given by such 
third parly (in an amount determined by Company reasonably and in good faith as the 
approximate equivalent Value of said non-cash consideratiori); and provided; further tha:t 
Developer shall make representations and warranties to Company customary for transactions of 
the type proposed (the “ROFR”), If Company elects to exercise the ROFR, Company or its 
nominee, as appliCablei, shall send written notice of such election to Developer within 60 days of 
receipt of Developer’s request. If Company accepts such offer, the closing of the transaction 
shnll occur within 60 days following the date of Company’s acceptance. Any material change in 
the terms of an offer prior to cloring or the failure to Close the transaction within 60 days 
following the written notice provided by Developer (the ‘‘ROFR Period”) shall cause it to be 
deemed a neVv offer, subject to the same right of firrt refusal by Company, or its third-party 
designeej as in the ease: of the initial offer. Company’s failure to exercise such!right of first 
refusal shall not constitute consent to the transfer or a waiver of lany other provision of this 
Agreement, including any of the requirements of this Article with respect, to the proposed 
transfer. I

ARTICLE 8
CONFIDENTIALITY; NON-GOMPETITION

Confidentiality

8.1.1 Restricted Persons may have access to proprietary and , Confidential 
Information, including the Standards, procedures: eoncepts and methods, ;and techniques of 
deyeloping and operating a PF Restaurant. Company may disclose certain of its Confidential 
Information to Restoicted Persons in the operations manuals(s), bulletins, supplements, 
confidential correspondence, or other communicatious, and through Company's training program
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and other ghidahce: and management assistance. No Restricted Person shall acquire any interest 
in the Confidential information other than the right to use: it in developing a PF Restaurant, A 
Restricted Person’s duplication or use of the Confidential Infonnatiori. in any other endeavor or 
business ahali constitute an unfair method of competition. Each Restricted Person shall:; (i) not 
Use the Confidential Mformation in anj^ business or other endeavor other than in eoimection with 
the development of PF Restaurants; (ii) refi^in from disclosing: the Confidential Information and 
maintain the absolute cOrifidehtiality Of the Confidential Information during and arfer the Term; 
and (iii) make ho unauthorized copy Of any portion of the: Confidential Information, includmg 
the operatiohs mahual(s), bulletiris, supplements, confidential correspondence, or other 
confidential COmmuiiications, whether written Or oral. Developer shall implement reasonable 
procedures, prevent unauthorized use and disclosure Of the Confidential Infonnation, If 
Developer has any reasOh to believe that any einployee or Restricted Person has improperly used 
or disclosed the Confidential InfOrtnatibh, Developer shall promptly notify Company and shall 
cooperate with Company to protect Company agaihst infrihgemerit or other imlawful use, 
includmg, the prosecution of any lawsuits if^; in the judgment of Company, Such action is 
necessary or advisable.

8,1.2 DevelGper shall obtain coyenahts Similar to those in Sections 8.1 and 8.2 
from Kestricted Persons, and such other persOnhel, as Company may Specify. Company may 
require that Company be an express third party benefieiaiy with the right to enforce such 
agreements. Promptly upon Company's request. Developer' shall deliver executed copiesi of sUch 
agreements to Company,

8,2 Non-Competition, Developer .aeknOwledges that the System is distihCtive and has 
been developed by Company and/Or its Affiliates at great effort, time, and expense, and that 
Developer has regular and continuing access to valuable and confidential information, training, 
md'Confidential Information regarding the System, Developer therefore agrees as follows:

8.2.1 During the Term, no Restricted Person shall in any capacity, either 
directly or Indirectly, through one or mpre Affiliates or Otherwise, engage in aiiy Competitive 
Activities at any location, whether within or outside the Development Area.

8.2.2 TO the extent permitted by Applicable Law, Upon (i) the expiration or 
termination of this Agreement, (ii)the occurrence of any Assignmeht, Or (iii) the cessation of any 
Restricted Person’s relationship with Developer, each person who was a Restricted Person before 
such event shall not for a period of 24 months thereafter, either directly or indirectlyi own,, 
operate, advise, be employed by, or have any financial interest in any business engaged in 
Competitive Activities within the'Development Area or wiithin ,5 miles of any then-existing PF 
Restaurant.

8.3 Certain Developments. Ah ideas, concepts^ teehniques Or materials relating to a 
PF Restaurant (“Developments”), whether or npt protectable intellectual property ,and whether 
created by Ot for Developer or its Owners, employees or contractors^ must be promptly disclosed 
to Company and will be deemed to be Company's sole: and exclusive property. Developer 
ussignS Ownership Of that, item, and all related rights to that item, to Company, The Company 
will Sign and cause its Owners,, employees and contractors to sign whatever assignment or other 
documents Company requests to evidence Company's ownership and to help Company obtain 
intellectual property rights in the item. Developer may not use any Developrnents in operating a
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PF Restaurant or otherwise without Company's prior written approval. Developer waives all 
moral rights in the Developments and will cause all of its Owners, employees and contractors to 
waive all moral rights, in the Developments.

8.4 Press Releases. Unless required by Applicable, Law, no public CGmrnunication, 
press release or announcement regarding this Agreement, the transactions contemplated hereby 
shall be made by Developer without the prior written consent of Company.

8.5 Enforcement. The parties hereby expressly agree that if the scope or
enforceability of Article 8 (or any section thereof) is disputed at any time by Dev.eloper, a court 
or arbitrator, as the case may be, may modify either or both of such provisions to the extent that 
it deems necessary to make such provision(s) enforceable under Applicable Law. In addition. 
Company reserves the right to reduce the scope of either, or both, of said provisions without 
Developer’s consent, at ^y time or times, effective imrhediately upon notice to Developer. In 
view of the importance of the Marks and the Confidential Information and the incalculable and 
irreparable harm that would result to the parties in the event of a default of the covenants and 
agreements set forth iii this Agreement, the parties agree that each party shall have the right to 
obtain specific performance, temporary restraining orders and tenipofary dr preliminafy 
injunctive relief from a proper court in the place where Developer has its principal office edtirt df 
competent jurisdiction to enforce the Cdvenmits and agreements in this Article 8.i in addition to 
any other relief to which Such party may be entitled at law dr in equity; Each party Submits to 
the jurisdiction of the court in the place where the Developer has its principal Office fdr these 
purposes. Developer agrees that Company may have temporary or preliminary injunctive relief 
without bond, but upon due notice, and Developer's sole remedy in the event of the entry of sUch 
injunctive relief will be the dissolution of the injunctive relief, if warrmited, upOni hearing duly 
had (all claims for damages by reason of thewrongfril issuance of any injunction being expressly 
waived). 1

ARTICLE 9 
TERMINATION

9.1 Termination By Company Pursuantto a Default of this Agreement ,

9.1.1 Subject to Applicable Law to the contrary, this Agreement may be 
terminated by Company in the event of any Default by Developer of this Agreement, unless such 
Default is cured by Developer within 5 days following written notice of the Default (in the Case 
of a failure to pay money), or 30 days followmg written notice of the Default (in the case of any 
other Default); provided that in the case of a Default by Developer (or its: Affiliate) under any 
Franchise Agreement or other written agreement, the notice and cure provisions of the Franchise. 
Agreement or other agreement shall control, and provided, further, however, that any Default 
described in Sections 9.1.2(a). (b) or (e) below shall be deemed incurable.

9.1.2 The term “Default”, as used hereim includes the following-

fa) Any Assignment or attempted Assignment in vio lation of the terms 
Of Section 7.2 or 7^, or without the written consents required pursuant to this! A@-eement;; 
provided, however, (i) upon prompt written request to Company following the death or legal 
ihcapacity Of a Developer who is an individual. Company Shall allow a period of up to 60 days
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after such death or legal incapacity for his of her heifSi personal fepfesehtatives, or conservators 
(the “Heirs”) to seek and obtain Cbmp^y’s Consent to the Assignment his or her fights and 
interests in this Agreerrtent to the Heirs or to another person .acceptable tO’ Corhpany; or (ii) upon 
prompt written request to Company follbwihg the death or legal incapacity of ain Owner of a 
Developer \vhich is an Entity, directly or indirectly, owning more than 20% or more of the 
Equity or voting power of Developer, Company shall allow a period of up to 60 days after siich 
death or legal incapacity for his or her Heir(s) to seek and obtain Company’s consent to the 
Assignment: of such Equity and voting power to the Heir(s) or to another person or persons 
acceptable to Company^ If, within Said 60 day period, said Meir(s) fail to receive Company’s 
consent as aforesaid Or to effect such consented to Assignment, then this Agreement shall
irnrnediately terminate at Company’s election. I

(
(b) Subject to Section 2.3. failure of Developer to satisfy the 

Development Obligation within die Development Periods set forth herein.
I

(e) Failure of Developer (Or any Affiliate of Developer) to pay any 
Initial Franchise Fee or Royalty Fee in a timely manner as: required by this Agreement or any 
Franchise Agreement signed by Developer.

(d) DevelOpef’s opening of any PF Restaurant in the 'Development 
Area except in strict accordance vvith the procedures set forth in Sections 6.1 through 6.3 .

Article 8.
(e) Failure of Developer to fully Comply with the requirements of

(f) Any Default of any ;other agreement between Developer (or* any 
Affiliate of Developer); and Company (Or any Affiliate of Company)^ including any Franchise 
Agreement executed pursuant hereto.

ARTICLE 10
ADDITIONAL COVENANTS OF DEVELOPER

IG.l Entity Developer Mormatiori. If Developer is an Entity^ Developer represents: 
and warrants that the ihfOnnation set forth in E?thibit C which is annexed hereto and by this: 
reference made a part hereof, is accurate and complete in all material respects. Developer shall 
notify Company in writing within 10; days of any change in the infortnation set forth in 
Exhibit C. and shall submit to Company ;a revised Exhibit C. wbieh shall be| certified by 
Developer as true, correct and complete and upon acceptance thereof by Company shall be 
annexed to this Agreement as Exhibit C. Developer promptly shall provide suCh additional 
information as Company may from time to tirne request concerning all persons who may have 
any direct or indirect financial interest in Developer, including providing copies of all 
amendments to Developer’s “Entity Documents” as defined in Exhibit C. Developer shall 
conduct no business Other than the business contemplated hereunder and under any currently 
effective Franchise Agreement between Company and Developer. The Entity Documents of 
Developer shall recite that the issuance and transfer of any interest therein is subject to the 
restrictions set forth ih the Agfeement and any Franchise Agreement executed pursuant thereto.
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10,2 Operating PFincipal; Training Director.

10.2.1 Developer shall at all times throughout the Term and [the term of each 
Franchise Agreement executed pursuant hereto after such date retain and employ an Operating 
Principal. The Operating Principal shall (i) be ves,ted with the^ authority and responsibility for the 
day-to-day operations of all PF Restaurants owned or operated by Developer within the 
Development Area ^d (ii) be prinGipally responsible for communicating md coordinating with 
Company reg^ding business,, operatibnal and other ongoing matters concerning this Agreement 
and the PF Restaurants developed pursuant hereto. The Operating Principal ;sha;ll, during the 
entire period he/she; serves as such;, meet the following qualifications: (a) ishaU deyote full 
working-time and best efforts solely to operation of all PF Restaurants owned or operated by 
Developer in the Development Area and to no other business activities; and (b) shall have 
successfully passed to Company’s satisfaction, Company’s initial training progr^ and such 
additional and supplemental training programs as Company may require from time to time. The 
Operating Principal shall have the full authority to act on behalf of Developer in regard to 
performing, administering Or amending this Agreement and all Franchise Agreements executed 
pursuit, hereto. Cbmpariy may, but is riOt required tO, deal exclusively with the Operating 
Principal in such regards, unless and until Company’s actual receipt of written notice from 
Developer Of the appointment Of a successor Operating Principal.

10.2.2 Commencing on the date which Developer opens its second PF Restaurant 
within the Development Area, and at all times throughout the Term and the term of each 
Franchise Agreement executed pursuant hereto after such date. Developer shall employ and 
retain a Training - Director (as defined below), and a general manager, which may be the 
Operatihg Principal. After Company has performed its initial tfaihing obliga:tibns pursuant to the 
first two (2) PF Restaurants developed and opened hereunder, the Training Director shall be 
responsible for training all of Developer’s employees and independent contractors in meeting, 
achieving ^d maintaining the Standards. The “Training; Director” is a person employed by 
Developer on a full-time basis that (i) has successfully passed to Company’s satisfaction. 
Company’s initial training program and such additional and supplemental training programs as 
Company may require from time to time, (ii) is certified by Company to traihi Developer's PF 
Resiaurant-ievel employees in meeting, achieving and maintaining the Standards; and (iii) is 
principally reasonable for ensuring that Developer’s employees and independent contractors are 
so trained and retrained from time to time and are perfonttihg to meet, achieve and maintain the 
Standards, Company may charge Developer a fee for training any Training Director.,

10.2.3 Each PF Restaurant must be operated and supervised only^by persons that
have successfully completed the ttainihg :,as specified by Company and/Or who have been trained 
by Deyeloper’ s certified trainer. '

that:
10.3 Business Practices,, Developer represents, warrants and covenants to Company

10,3,1 As of the date of this Agreement, Developer and each of its Owners (if 
Developer is an Entity) shall be and, during the Term ;shall remain, in foil compliance with all 
applicable laws in each jurisdiction in which Developer or any of its Owners (if Developer is an 
Entity), as applicable, conducts business that prohibits unfair, fraudulent or corrupt business
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practices in the performance of its obligations under this Agreement and felated activities, 
including the following:prohibitions;

(a) No government official, official of an international organization, 
political party or official thereof, or candidate is an owner or has any Investment interest in the 
revenues or profit of Developer;

(b) None: of the property or interests of Developer or any of its Owners 
iS' subject to; being “blocked” under any Anti-Terrorism Laws. Neither Developer, nor any of its 
respective funding sources (including any legal or beneficial owner of any equity in Developer) 
or any of its Affiliates is or has ever been a terrorist or suspected terrorist witbin the memiiig of 
the Ahti-TerrOrism Laws or identified by name or address on any Terrorist List. Each of 
Developer and its Owners are in compliance with Applicable: Law, including all such Anti- 
Teirorism Laws;

(c) Neither Developer hof any Of its Owners conducts any activity, or
has failed to conduct any activity, if such actiOii Or inaction constitutes a money laundering 
crime, including any mohey iauriderihg, erinie prohibited under the International Money 
Laundering Abatement and Anti^Teitorist Financing Act, as amended, and any arhendmentSi of 
successors thereto. i

(d) Developer is neither difectly hof indirectly owned :pr controlled by
the government of any country that is subject tO a United States embargo. Nor does Developer 
Or its Owners act difectly Or indirectly on behalf Of the government of any country that is subject 
to a United States embargo. I

10.3.2 Develqpef has taken all necessary and proper action required by 
Applicable Law and has the right to execute this Agreement and perform under all of its terms. 
Developer shall implement and comply with anti-mohey lauhdefihg policies and procedures that 
ineofporate “knOw-yOur-eustomer” verification pfOgrarhs and such other provisions as may be 
required by applicable lavv.

10.3.3 Developer shall ithplement procedures to confirm, and shall confirm, that 
(a) none of Developer, any person of entity that is at any time a legal or beneficial Owner of any 
interest in Developer Or that provides funding to Developer is identified by name or address On 
any Terrorist List or is ah Affiliate of any pCfson so identified; and (b) none Of the-property or 
interests of Developer is subject to being “blocked” under any Ahti^Teffofisrh La\ys.

10.3.4 Developer shall promptly notify Company upon becOmihg aware of ahy 
violation of this Section or of ihformatiOn to the effect that ahy person of ehtity jwhose status is 
subject to confirmation pursuant to Section 10.3.1 (cl is identified Oh any Terrorist List, ahy list 
maintained by OFAC or to being “blocked” under any Anti-Terrorism Lavvsj in Nvhich event 
Developer shall cooperate with Company in an appropriate resolution of such matter.

10.3.5 In accordance with Applicable Law, none Of Developer nor ahy of its 
Affiliates, principals, partners, offieers, directors, managcfs, employees, agents or any other 
persons working on their behalf, shall offer, pay, give, promise to pay or give, or authorize the 
payment or gift of money or anything of value to apy officer or employee of, or: any person or
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entity acting in an official capacity on behalf of, the Govemmental Authority^ dr any politibal 
party or official thereof or while lapwing that all or a portion of such money or thing of value 
will be offered^ given or promised, directly or indirectly, to ^y official, for the purpose of (a) 
influencihg^y action or decisidn of such official in his of its official capacity;j,(b) inducing suCh 
official to do Or omit to do any act in violation of his or its lawful duty; dr (c) inducing such 
official to use his. of its influence with any Governmental Authority to affect or mfluence any act 
or decision df such Governmental Authority in Order to obtain certain business for or'with, or 
direct business; to, any person.

10.3.6 The provisions of this Section shall not limits restrain or otherwise affect 
any right or cause of action which may accrue to Company for any infringement of, violation of. 
Or interference with, this Agreement, Or the Marks, System, Confidential Information, or any 
other proprieta^ aspects of Company’s business.

10.4 Reports. Developer shall submit to Company the following financial information 
for Developer and the Subsidiaries:

10.4.1 On or before the 45th day following each calendar quarter during the
Term,: Developer shall submit to Company accurate and complete financial statements for the 
preceding calendar quarter, including a balance sheet and profit and loss statement, prepared in 
the; form and manner prescribed, by the Company and in accordance with ;sound accounting 
principles. |

10.4.2 Within 90 days following the end of each calendar year during the Term, 
Developer shall submit to Company an unaudited annual financial staternent prepared in 
accordance with sound accepted accoimting principles, and in such form and manner prescribed 
by Company, which shall be certified by Developer to be accurate and completei

ARTICLE 11
GENERAL CONDITIONS AND PROVISIONS

11.1 Relationship of Developer to; Company. It is expressly agreed that the parties 
intend by this Agreement to establish between Company and Developer the relationship of 
licensor and area developer. It is further agreed that Developer has no authority to create or 
assume ip Company’s name or on behalf of Company, any obligation, express or implied, or to 
act or purport to act as agent or representative on behalf of Company for any purpose 
whatsoever. Neither Company nor Developer is the employer^ employee, agent, partner or co- 
yenturer of or with the: odier,, each being independent. Developer agrees that it will not hold 
itself out as the: agent, employee; partner or co-venturer of Company. All employees hired by or 
working; for Developer shall be the employees of Developer and shall not, for any purpose, be 
deemed employees of Company or subject to Company control. Each of the parties agrees to file 
its own tax, regulatory and payroll reports with respect to its respective employees and 
operations, saving and indemnifying the other party hereto of and from any liability of any nature 
Whatsoever by virtue thereof |

\L2 Indemnity by DeVelopef. Developer hereby agrees to protect, defend and 
indemnify CGmp'any, and all of its past, present and future Owners, Affiliates, officers, directors, 
employees, attorneys: and designees and hold them harmless from and against any and all costs
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and expenses^ including attorneys’ fees, court costs, losses, liabilities, damages, claims and 
demands of every kind or nature on account of any actual or alleged loss, injury or damage to 
any person, individual or Entity or to any property arising out of or in, connection with 
Developer’s construction, development andi^or operation of PF Restaurants! pursuant hereto, 
except to'the extent caused by intentional acts of the Company in breach of this Agreement: The 
terms of this Section 11.2, shall survive the termination, expiration or cancellation Of this. 
Agreen^ent. '

11.3 No Consequential Damagesi For Legal Incapacity. Company shall not be liable to
Developer for any consequential damages> including lost profits, interest expense, increased 
construction Or oCcup;ancy costs, or other costs and expenses incurred by Developer by reason Of 
any delay in the delivery of Company’s Franchise Disclosure Document caused by legal 
incapacity during the Term, Or other conduct not due to the gross, negligence or intentional 
misfeasance of Company. 1

11.4 Waiver' and Delay. No waiver by Company of any Default or Defaults^ or series, 
of Defaults in performance by Developer, and no failure, refusal Or neglect of Company to 
exercise any right, power or option given to it hereunder or under any Franchise Agreement Or 
other agreement between Company and Developer, whether entered into before, after or 
contemporaneously with the execution hereof (and whether Or not related to the PF Restaurants)^ 
or to insist upon strict compliance with or performance of Developer’s ;(pr its, Affiliates) 
obligations under this Agreement or any Franchise Agreement or oACr agreement between 
Company and Developer (Or its Affiliates), whether entered into beforOj after Or 
contemporaneously'with the execution hereof (and whether Or not related to the PF Restaurants), 
shall constitute a waiver of the provisions of this Agreement with respect to any contihuing or 
subsequent Default or a waiver by Company of its right at any time thereafter to require exact 
and strict compliance with the provisions thereof. Company will consider written requests by 
Developer for Company’s consent to a v?aiver of any obligatiGu imposed by' this Agreement. 
Developer agrees, however, that Company js not required to act uniformly vvith respect to 
waivers, requests and consents as eaCh request will be considered on a case by case basis, and 
nothing shall be construed to require Company to grant any such request. Any waiver granted by 
Company shall be without prejudice to any other rights Company may have, will be subject to 
continuing review by Company, and may be revoked, in Company’s discretion, at any time and 
for any reason. Company makes no warrMties or guarantees upon \vhich Developer may rely, 
and assumes no liability or obligation to Developer by providing any \yaiver, approval, 
acceptance, consent, assistance, or suggestion to Developer in connection vyith this Agreement, 
or by reason of any neglect, delay, or denial of any request.

H.5 Survival Of Covenants. The covenants contained in this Agreement which, by 
their nature or termSj require performance by theparties after the expiration or termination of this 
Agreement shall be enforceablei notwithstanding said expiration or other termination of this. 
Agreement fOr any reason whatsoever. I

11.6 Successors and Assigns. This Agreement Shall be binding upon and inure to the 
benefit of the Successors' and assigns of Company and shall, be binding upon and inure to the 
benefit of Developer and his Or their respective, heirs, executors, administrators, and its 
successors and assigns,, subject to the prohibitions and restrictions against Assignment contained 
herein. This Agreement is for the benefit of the parties only^ and except as expressly provided in
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this Agreement, is hot intended to and shall not confer any rights or benefits upon any pers,on 
who is not: a party -to this Agreement.

11.7 Joint and Several Liability. If Developer consists of more than one person or 
Entity, or a combination thereof, the obligations'and liabilities of each of such person or Enti^to 
Cornpahy are joint and several, and such person(s) or Entities shall be deemed, to be general 
partnership

11.8 Governing Law. This Agreement shall'be governed by and construed in
accordance with the laws of the State of California (without giving effect to any conflict of 
laWs)j except that (a) the provisions of Sections .8.2 (and to the extent applicable, Section 8.51 
shall be governed in accordance with the laws of the State where the Default of said section 
occurs, and (b) any state law relating to (1) the offer arid sale of ffanchises, (2j franchise 
relationships, or (3) business dpporturiities, will not apply unless the applicable Jurisdictional 
requirerrients are met independently without reference to this paragraph. '

11.9 Entire Agreement: Amendment. This Agreement and the Exhibits incorporated
hereiri contairi all of the terms and coftditioris agreed upon by the parties hereto concerning the 
subject matter of this Agreement. No other agreemerits concemirig the subject matter of this 
Agreement, written or oraf shall be deemed to exist of to bind any of the parties to this 
Agreement'and all prior agreemerits, understaridings arid fepfeseritations, are merged herein and 
supefseded hereby. Developer represents that there are no conteriiporaneous agreements or 
understandirigs between the parties: relatirig to the subject matter of this Agreemerit that are not 
contained herein. No officer or employee or agerit Of Compariy has any authority to make any 
represeritation or promise not included in this Agfeement Or any Efarichise Disclosure Document 
for prospective franchisees required by Applicable Law, and Developer agrees that it has 
executed this Agreement without feiiance upon any such represeritation or promise. This 
Agreemerit cannot be amended, modified or changed except by wfitteri iristfument signed by all 
of the parties hereto. Developer acknowledges that no oral or written statements, promises 
regarding this Agreement or the parties relationship, \yhether consistent or incorisistefit with the 
terms of this Agreeinerit, have been made to Developer' except as set forth in the Franchise 
Disclosure Document provided to Developer, and that Developer is not relying on any statement 
or representation other than those in this A^ement and in such Franchise Disclosure Document. 
Developer agrees that it will not attempt, to introduce any evidence of such statements in Court: or 
any Other proceeding to challenge the terms of this'Agreement or the validity of the Agreement 
as a whole, whether such challenge is based on fraud, tort, breach of coritract or otherwise. If 
there is any Conflict between the rights and obligations of the parties set forth in this Agreement 
and the rights and obligations of the parties described in the Frarichise Disclosure' Document 
provided to Developer, this, Agreement shall control. Nothing in this Agreement, includirig all 
schedules attached hereto, arid all agreements or documents which by the provisions of this 
Agreement are expressly iricorpofated herein, or made a part hereof is intended to disclaim the 
representafiOris, Company made iri ariy required franchise disclosure document received by 
Developer., Developer has read all of the terms of this Agreement, including,! the preceding 

paragraph:[Developer initial] ^

1'1.10 Titles for Coriveriience. Article and paragraph titles used in this Agreement are 
for corivenience only and shall not be deemed to affect the meaning or construction of any of the 
terms, provisions, covenants, or conditions Of this. Agreement.
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11.11 Gender and Construction. The terms of all Exhibits hereto, are hereby 
ineorporated into and rhade a part of this Agreement as if the same had been set forth in full 
herein. All terms Used in any one number of gendef shall extend to mean arid iriclude ariy other 
riurriber and geridef as the facts, context, Of serise of this Agreeinent or any artidle or Section 
hefeof may require. When a fefererice is made in this Agfeemerit to an Article, Sectidri of 
Ejchibit, such reference shall be to ari Article, Sectiori of Exhibit to this Agfeemerit, ,unless, 
otherwise indicated. As used in this Agreement, the words “iriclude,” “iricludes” or “including” 
are used, in a non-exclusive sense. Unless otherwise expressly provided herein to i the contrary, 
ariy consent, approval, acceptance or authorization of Gortipany which Developer may be 
requifed to obtain hereuridef may be given of withheld by Company in its sole discfetion, and on 
any occasion where Company is required of permitted hereunder to make any judgrnerit, 
detefmination of use its discretion, inerudirig arty decision as to \vhethef ariy condition o!r 
circumstance rneets Company’s Standards dr satisfaction, Cdmpany may do so in its sole 
subjective judgment ^d discretidn. No provision herein expressly identifying any particular 
breach of Ais Agreement as material shall be construed to imply that any other breach which is 
not so ideritified is not material. Neither this Agreefnent nor any uncertainty or ambiguity herein 
shall be construed or resolved against the drafter hefeof, whether under any rule of construction 
or otherwise. On the contrary, this Agreepient has been reviewed by all parties ' and shall be 

construed and interpreted accordirig to the ordinary meaning of the Words used so as to fairly 
accomplish the purposes and intentions of all parties hereto. Company and Developer iritend that 
if any provision of this Agreement is susceptible to two or more constfuetions. One of which 
would rerider the prpvisiori enforceable and the other or others of which would render the 
provisiOri urienforceable, then the provision shall be giveri the meariirig that renders it 
enforceable,

11.12 Severability. Modification. Nothing contained in this Agreement shall be 
construed as requiring the cointnission of apy act contrary to Applicable Law. Whenever there is 
any conflict betweeii any provisions of this Agreement and aiiy presetit or fUture statute, law, 
ordinance or regulation contrary to which the parties have no legal right to contract, the latter 
shall prevail, but in such event the provisions of this Agreement thus affected shall be curtailed 
and limited only to the extent necessary to bring it within the requireinents of the jaw, In the' 
event that any part, article, paragraph, sentence or clause of this Agreement shall be held to be 
indefinite, invalid or otherwise unenforceable, the indefinite, invalid or unenforceable provision 
shall be deerried deleted, and the remaining part of this Agreement shall continuei in full force 
and effect.

11.13 Counterparts. This Agreefnerit may be executed in any number of counterparts,,
each of which shall be deeined to be an original and all, of Which together shall be deemed to be 
one and the satne instrurrierit. I

11.14 Fees and Expenses. If any party to this, Agreement shall bring any arbitration, 
action Or proceeding for ariy relief agairist the other, declafatory Of otherivise, arising out of this 
.Agreemertt, the losing party shall pay to the prevailing party a reasonable sum for attorney fees 
and costs iricUrred in bringing Or deferiding such afbitratiori, action Or proceeding arid/or 
enforcing any judgment grarited thereinj all of Which shall be deemed to have accrued'UpOn the 
coinmeneemeot of such afbitratiori, action or proceeding and shall be paid whethef of riOt such 
action or proceedings is prosecuted to final judgrtient. Any judgrnerit or ordef entered iri such
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action or proceeding shall contain a specific provision providing for the recovery of attorney fees 
arid costs, separate from the judgmerit, incurred in enforcing such judgment. The prevailing 
pai^ shall be deteitriiried by the trier of fact based upon an assessment of which party’s major 
arguments or positioris bri major disputed isSUeS. For the purposes of this Section,, attorney fees 
shall iriclude, fees incurred in the following: (1) post-judgment motions; (2) contempt
pfoeeedingS; (3) gamishmerit, levy, debtor arid third party examinatioriS; (4) discovery; arid (5) 
bankruptcy litigation. This. Sectibri is iritended to be expressly severable I from the other 
provisions bf thia Agreement, is iriterided to survive ariy judgmerit arid is not tb be deemed 
merged intb the judgment. '

11.15 Arbitratiori of Disputes: Time fbr Bringirig Claims. i

11.15.1 Except as provided in Section 11.15.2 and except as precluded by
Applicable Lavv, any cbntrbverSy or claim between Company and Developer arising out of or 
relatirig to this Agreement or ariy alleged breach hereof, including, any disputes arising out of or 
eoricerriirig Frarichise Agreemerits between Developer and Company, and any issues pertaining 
to the arbitrability of such cbntroversy or claim and any claim that this Agreement or any part 
herebf is invalid, illegal^ or otherwise voidable or vbid, shall be submitted tb binding arbitration. 
Said arbitration shall be conducted before One arbitrator and in admiriistered by Judicial 
Arbitratiori and Mediation Service, Iric. or its successor (-JAMS”) pursuarit to its then-current 
Cbmpreherisive Arbitration Rules arid Procedures. The parties will cooperate with JAMS and 
with one another in selecting an m-bitratOr from JAMS’s panel of arbitrators pursuarit to the 
applicable rules, and in scheduling, the arbitratiori proceedirigs. The parties cOveriarit that they 
will participate in the arbitration in gbod faith, and that they will share equally in its costs. 
Judgment upon any award rendered may be entered in any Court having jurisdiction thereof. 
Except to the extent prohibited by Applicable Law, the proceedings Shall be held iri the county in 
\yhich Coiripany’s headquarters is located. All arbitration proceedings and clairns shall be filed 
and prosecuted^ separately and. individually in the name of Developer and Company and not in 
any class action or representative capacity, and shall not be joined with Or consolidated with 
claims asserted by or' against apy other deyelbper., The arbitrator shall have no power or 
authority to grant: punitive or exemplary darnages as part of its award. In no , event may the 
material provisions of this Agreemerit iriCludirig, to the methods of operation, monetary 
Obligations specified in this Agreement, aniendments to this Agreement or iri the; Conipany’s 
operations manuals be modified or changed by the arbitrator at any arbitratiori hearing, The 
substantive law applied in such arbitration shall be as provided in Section 11.8. The arbitration 
arid the parties’ agreement therefor shall be deemed to be self-executing, and if e.ither party fails 
to appear at any properly noticed arbitration proceeding, an award may be entered against such 
party despite said failure to appear. All issues relating to arbitrability or the enforcerrieiit of the 
agreemerit to .arbitrate coritairied herein shall be governed by the' Federal Arbitration Act (9 
U.SiC. § 1 et iseq.)^ notwithstandirig ariy provision of this Agreement specifying the state law 
under which this Agreement shall be governed and construed. i

11.15.2 Notvvithstandiiig anything to the contraiy ,contained in 
Section 11.15.1 of this Agreeirieiit, Company and Developer will each have the right iri a proper 
ease to obtain specific performance, temporary restraining, orders and ternporary or prelirninary 
injunctive relief from a court of cOrripetent jurisdiction, and other provisiorial relief mcludirig but 
not limited to eriforcemerit Of liens, security agreements, :or attachment: However, the parties
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will contemporaneously submit their dispute for arbitration On the merits. The parties may have 
temporary or preliminary injunctive relief without bond, but upon due notice, and a party’s sole 
remedy in the event of the entry Of such injunctive relief against such party will be the 
dissolution Of the injunctive relief, if warranted. Upon hearing duly had (all claims for damages 
by reason of the wroiigful issuance of any the injunction being expressly waived).,

1 r.15,3 The party prevailing in any judicial or arbitration proceeding will 
be entitled to reunbursement of its costs' and expenses, including reasonable arbitrators’, 
accounting and legal fees, whether incurred prior to, in preparation for or in eOntemplatiOn of the 
filing of any written demand, claim^ action, hearing or proceeding to enforce the obligations Of 
this Agreement, '

11.15.4 Any and all Claims and actions arising out of or'relating to this
Agreement, the relationship of Company and Developer, or DevelOper!s Operation of its business, 
must be brought or asserted before the expiration Of the earlier of (a) the time period for bringing 
an action under any applicable state or federal statute of Jimitafions; (b) one (1) year after the 
date upon which a party discovered, or should have discovered, the facts giving iTsC to an alleged 
claim-; or (e) two (2) years after the first act or omission giving rise to an alleged claim; or its 
expressly aeknowledged and agreed by all parties that: such claims or actions shall be irrevocably 
barred. Claims of Company attributable to underreporting of sales, and claims of the parties for 
failure to pay monies owed and/Or indemnification shall be subject to only the applicable state, or 
federal statute^of limitations, I

11.15.5 The terms of this Section 11.15 shall survive termination, 
expiration or eancellation of this Agreement,

11.16 Notices. Except as otherwise expressly provided herein, all written notices and 
reports permitted or required to be delivered by the parties pursuant hereto shall, be deemed so 
delivered at the time delivered by hand; one business day after transrnissibn by faesimile or other 
electronic system expressly approved in the manuals as appropriate for delivery of notices 
hereunder (with confirmation copy sent by regular IJ.S. mail), or 3 business days after placement 
in the United States Mail by Registered or Certified Mail, Return Receipt Requested, postage; 
prepaid and addressed as follows:

If to Company : Pizza Factory, Inc.
49430 Road 426„ Suite D 
PO Box 989
OakhUfst, California 93644

With copy (which shall Hot constitute notice) to:

Keith D. Klein Esq.
Bryan Cave LLP 
120 Broadway, Suite 30O 
Santa Monica, CA 90401-2386 
Facsimile No.: (310) 576-2200

If to Developer: See Section 1.1
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or to sueh other address as such jparty may designate by 10 days’ advance written notice to the 
Other party.

ARTICLE 12 
ACKNOWLEDGMENT

12.1 Submission of Aa-eement. The submission of this Agreement’does not constitute
an offer and this Agfeement.shall become effective only upon the execution thereof by Company 
and Developer. '

12.2 General '

12.2.1 Developer acknowledges that it has. carefully read this Agreement and all 
Other related documents to be executed concUfrehtly or in conjunction with the execution hereof, 
that it has Obtained the advice of counsel in connection with entering into this A^eerneht, that it 
understands the nature of this Agreement, and that it intends to comply herewith and be bound 
hereby.

I

12.2.2 Company expressly disclaims makmg, and Developer acknowledges that 
it or they have not, received or relied on any warranty or gUafantecy express of implied, as to the 
potential Volume, profits, expenses, or success of the business venture Conterhplated by this 
Agreement

[SIGNATURE PAGE FOLLOWS] !
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IN WITNESS WHEREOF, the parties hereto have caused this Agreemerit to be executed 
as of the first date set forth above.

^®evelop^^’

By.::__
Name:
Title:

Byj___
Name:
Title:

“Company”

Pizza Factory, Inc.
a California corporation

Name:
Title:

ACCEPTED on this day of. ,20

[Signature page to Pizza Factory, Inc Area-Development-Agreemeot]



Exhibit A
DEVELOPMENT AREA

The Development Area* is defined as the territory within the bpund^ies described below:

'* If the Development Area is defined by streets, highways, freeways or otiier roadways, or 
rivers, streams^ or tributaries, then the boundary of the Development Area shall extend to the 
center line of each such street, highway, freeway or other roadway, or river, stream, or tributai^.
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EXHIBIT B
DEVELOPMENT OBLIGATION

Development Period 
Ending

Cumulative NO. of [ 
Traditional PF Restaurants 

TO BE IN Operation
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EXHIBIT C
Entity Information I

Developer represents and warrants that the following information is accurate and complete in all 
material respects:

(i) Developer is a (check as applicable):
[ ] corporation
[ ] limited liability company
[ ] general partnership
[ ] limited partnership
[ ] Other (speciify): ^_____________

(ii) Developer shall provide to Company concurrently with the execution hereof true and 
accurate copies of its charter documents, including Articles of Incorporation, Bylaws, Operating 
Agreement, Regulations Partnership Agreement, resolutions authorizing the execution hereof, 
and any amendments to the foregoing (“Entity Documents”).

(iii) Developer promptly shall provide such additional information as Company may from 
time to time request concerning all persons who may have any direct of indirect fmahcial interest 
in Developer.

(iv) The name and address of each of Developer’s pwners, members, or general and limited 
partner:

NUMBER OF 
SHARES OR 
PERCENTAGE

Name address interest

(V) There iS Set forth below the names, and addresses ^d titles of Developer’s principal 
officers or partners who will be devoting their full time to the PF Restaurants;

NAME ADDRESS

(vi) The address where Developer’s Financial Records, and' Entity Documents are maintained
isv__________________________________________________________ I
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APPENDIX 1

“Affiliate” when used herein in connection with Cornpany or Developer, includes each 
person or Entity which directly, or indirectly, through one or more intermediaries, controls, is 
controlled Iby, or is under common control with Comply or Developer, as applicable. Without 
limiting the foregoing, the terrh “Affiliate” when used herein in connection with Deyeloper 
includes any Entity 10% or more of whose Equity or voting control, is held by person(s) or 
Entities v^ho, jointly of severally, hold 10% or more of the Equity or voting control of 
Developer. For purposes of this definition, control, of a person or Entity means the power, direct 
or indirect, to direct Of cause the direction of the managemerit and policies of such person or 
Entity whether by contract Of otherwise. Notwithstanding the foregoing definitipn,, if Company 
or its Affiliate has any ownership interest in Developer, the term “Affiliate” shall not ihclude or 
refer to the Company Or that Affiliate (the “Company Affiliate”),, and no obligation or 
restriction upon an “Affiliate” Of Developer, shall bind Company,, or said Company Affiliate or 
their respective direct/indirect parents' Of Subsidiaries, or their respective officers, directors, or 
managers-. ^

“Antir'Terrorism Laws” mearis, Executive Order 13224 issued by the President of the 
United States of America (or any successor Order), the Uniting and Strengthening America by 
Providing Appropriate Tools Required to Intercept and Obstruct Terrorism Act (USA PATRIOT 
Act) of 2001 (Or any successor legislation) and all other present and' future national, provincial, 
federal, state and local laws, ordinances, regulations, policies, lists. Orders and any other 
requirements of ariy Governmental Authority addressing or'in any way relating to terrorist acts 
and acts of war, I

“Applicable Law” means and includes applicable common law and all applicable 
statutes, laws, rules, regulations, ordinances, policies and procedures established by any 
Governmental Authority, including all laws govemihg the development, construction and 
operation of a PF Restaurant, all labor, imrnigration, disability,; privacy, fOod and drug laws and 
regulations, as in effect on the Effective Date hereof, and as may be amended, supplemented of 
enacted from time to time’.

I

“Assignment” shall means any assignment, sale, transfer, gift, lien, pledge, mortgage, 
hypothecation, conveyance, encumbrance, grant of a security interest, or other conveyancej 
voluntarily or involuntarily,, in whole or in part, by operation of Applicable Law or otherwise, of 
any interest in this Agreement or any of Developer’s rights or privileges hereunder^ or,all Or any 
substantial portion of the assets of Developer; provided, furthert however, that if Developer is an 
Entity, each of the foMoWing shali be deemed to be an Assignment of this Agreement: (i) the 
sale, assignment, transfer, conveyance, gift, lien, pledge, mortgage, hypothecation, grant of a 
security interest, or other encumbrance of more than 49% in the aggregate, whether in one of 
more transactions,, of the Equity or voting pow^r of Developer, by operation of laW or otherwise 
Or any Other event(s) or transaction's) which, directly or indirectly, effectively changes control of 
Developer; (ii) the issuance! or change of any securities by, or Equity of, DeVelop'er which itself 
Or in combination with any other transaction(s) results in the Owners, as constituted on the 
Effective Date, or the date of the last Assignment for which Company granted its consent. 
Whichever is later, owning less than 51% of the outstanding Equity or voting power of 
Developer;; (iii), if Developer is a Partnership,, the resignation, removal, withdrawal, death or 
legal ihcapaeity Of a general partner or of any limited partner owning more than 49% of the
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Parthership Rights of the Partnership, or the admission of any Mditional general partner, or the 
transfer by any general partner of ar^y of its Partnership Rights in the Partnership, or any change 
in the ownership or control of any general partner; (iv) the death or legal incapacity of any 
Owner owning more than 49% of the Equity or votmg power of Oeveloper; (v) any merger, 
stock redemption, conversion, consolidation, reorganization, recapitalization involving, directly 
or indirectly. Developer or any Owner, and/or (yi) transfer of control of Developer, however 
effected.

“Competitive Activities” means to, own, operates lend tOs advise, be employed by^ or 
have any financial interest in (i) any restaurant 10% or more of whose gross sales is derived from 
the sale of pizza or' pasta, other than a PF Restaurant operated pursuant to a, validly subsisting 
Franchise Agreement with Company, or (ii) any business: that, specializes in developing, owning, 
operating or franchising restaurants 10% or more of whose gross sales is derived from the Sale of 
pizza or pasta, or (iii) any; business engaged in the preparation, production or sale,! at wholesale, 
of any pizza or pasta food product. Notwithstanding the foregoing, “Competitive Activities” 
shall not include the direct or indirect ownership solely as an investment, of securities of any 
Entity which are traded on any national securities exchange if applicable ovyner thereof ® is not 
a controlling, person of, or a mernber of a group which controls, sudh Entity and |(ii.) does not, 
directly or indirectly, own 5% or more of any class of securities of such Entity, 1

“Confidential Information” means proprietary and eonfidential mformation and trade 
secrets of Company, including. Standards, specifications, programs, supplier information, 
procedures, policies, recipes, concepts, systems, know-how, plans, software, strategies, rnethods, 
programs, routines, service techniques, services, clothing: designs, techniques and plans for 
advertising, promoting,, developing and operating PF Restaurants. ;

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

“Development Area” shall have the meaning set forth in Section 1.1 of this Agreement.

“Development Obligation” shall mean the Developer’s right and obligation to construct, 
equip, open and thereafter continue to operate at sites within the Development Area the 
cumulative number of PF Restaurants set forth in Exhibit B hereto within each Development 
Period and, if applicable, within the geographic areas specified therein. ;

“Development Period” meanS' each of the time periods indicated on Exhibit B during 
which Developer shall have the right and obligation to construct; equip, open and thereafter 
continue tO Operate PF Restaurants in accordance with the Development Obligation.

“Entity” means any limited liability company. Partnership, trust, association, corporation 
or Other entity that is not an individual.

1
“Equity” means capital stock, membership interests. Partnership Rights or other equi^ 

ownership interests of an Entity.

“Franchise Agreement” means the form of agreement prescribed by Company and used 
to grant to Developer the right to own and operate a single PF Restaurant in the Development

1180796:2B



Area, including, all esdiibits, riders, guarantees or other related instruments^ all as amended from 
time to time. I

“Franchise Disclosure Document” shall.hay.e the meaning set,forth in Section 6.2.4.

“Force Ma:jeufe” meansi acts of God (such as tornadoes, earthquakes, hurricanes, floods, 
fire or other natural catastrophe); strikes^ lockouts or other industrial disturbances; war, terrorist 
acts, riotj of other civil disturbance^ epidemics; or other similar forces which Developer could 
not by the exercise of reasonable diligence have avoided; provided however, that neither ah act 
or failure to act by a Governmental Authority, nor general eeoriomie eohditions; nor the 
performance, nohrperformance Or exercise of rights under any agreement \vith Developer by any 
lender, landlords contractor, or other person shall be an event of Force MajeufC,, except to the 
extent that such actj failure to act, performance, nOh-performance^ or exercise: of| rights results 
from an act which is otherwise an event of Force Majeure; For the avoidance of doubt; 
Developer’s financial inability to perform of Developer’s insolvency shall not be an event Of 
Force Majeure> I

“Governmental Author^” means and includes all Federal, state, county, municipal and 
local governmental and quasiTgovernmental agencies^ comniissions and authofities.j

“Initial Franchise Fee” shall haVe the meaning set forth in .Section 5.2. ‘

“I^on-Traditional Venue” means a location within another primary business Or in 
conjunction with institutional ;and other business settings^ including toll roads, hotels and motels, 
ships, ports, piers, casinos, amusement parks, arenas, stadiums, airports, theaters, big-box 
retailers, building supply stores, y/arehouse club stores, colleges and universities, schools, 
hospitals, military and other governmental facilities, office or in-plant food seryice facilities, 
shopping mall food courts operated by a master concessionaire, grocery stores, supermarkets and 
convenience stores and any site for which the lessor, owner or pperator thereof shall have 
indicated its intent to prefer or limit the operation pf its food service facilities to a master 
concessionaire or contract food service provider. ^

“Owner” means any direct or indirect shareholder, member, general or limited partner, 
trustee, or other equity ovmer of an Entity, except, that if Company or any Affiliate, of Company 
has any ownership interest in Developer, the term “Owner” shall not include of refer to the 
Company or that Affiliate or their respective direct and indirect parents and subsidiaries, and no 
obligation or restriction upon the “Developer”, or its Owners shall bind COmp.any, said Affiliate 
or their respective direct and indirect parents and subsidiaries or their respective officers, 
directors, or managers.

‘-Partnership” means any general partnership, liniited partnership or limited liability 
partnership. j

“Partnership Rights” means voting power, property, profits or losses, or partnership 
interests of a Partnership. I

“Restricted Persons” means the Developer, and each of its Owners and Affiliates, and 
the respective officers, directors, managers^ and Affiliates of each of them, and the spouse and 
family members who liVe in the same household of each of the foregoing who are individuals,

3
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except, that if Company of any Affiliate of Company has any Ownership interest in Developer, 
(si) the term “Restficted Person” shall riot include of refef to the Compariy or that Affiliate or 
theif respective direct arid indirect parerits and subsidiaries, (ii) the: term “Restricted Person” 
shall riot iriclude of refer to ariy mariagef, officer dr director of Developer that isi designated to be 
manager, officer dr direetdf of Developer by the Compariy or its Affiliates; and (iii) no obligation 
or festrictidn upori the “Developer”, or its Owriers shall bind Cdrnpany, said Affiliate dr their 
respective direct tod indirect parerits. arid subsidiaries df their respective officers, directors, or 
managers^

“ROER” shall have the irietoing set fdrth iri Section: 7.3.4.
• 1

“ROER Period” shall have the meaning set forth in Section 7.3.4.

“Site Review Request” shall have the meaning set forth in Section 6.1.

“Standards” mean Company’s then-current specifications, standards, pdlicies, 
procedures . and rules, prescribed for the development, ownership and operation of a PF 
RestaUftot, as riiodified by Compariy froiri time to tiirie in writirig.

i
“System^ mearis the Cotnpany’s busiriess formats, operating methods and business 

practices related td a PF Restaurarit, tod the relatioriship between Cdrnpany and its developers 
and fi-tochiseeSj including interior and exterior PF Restaurant designs; other iteriis. of trade dress; 
specifications of equipment, fixtureSj and uniforms; recipes, ingredients^ menus, techniques; 
copyrights, procedures, signs^ layouts^ defined product offerings, rriethods of: operatidn, and 
preparafidn methods; standard operating and admiriistrative prdcedureS; irestrictidns on 
ownership; management and technical training programs; arid marketing arid public relations 
programs; all as Company may modify the same from time to time:

“Term” shall have the meaning set forth in Section 4,F.- I

“Terrorist Lists” means all lists of known dr suspected terrorists or terrorist 
organizations published by any U..S., Government Authority, including U.S. Treasury 
Departmerit’s Office of Foreign Asset Control (“OEAC”), that adminisfers and enforces 

/leconomic and trade sanctions, including against targeted non-U..S. cduntries, terrorism 
sponsoring organizations arid international narcotics traffiekers.

“Then-current” as used in this Agreement and applied to: the FranCliise' Disclosure 
Document, ;an area development agreement tod a Franchise Agreement shall mean the form then 
currently provided by Company to similarly situated prospective franchisees or area developers, 
or if not. then being so provided, then such form selected by the Company in its discretion which 
previously has been delivered to and executed by a licensee, area developer or firtochiseei as 
applicable, of Company. - !

“Traditional PE Restaurant” means a business premises that exists (or will exist, as the 
case may be) primarily as a “Pizza Factory^ restaurant, excluding all Non-Traditiorial Venues 
and PF Restaurants at MOri-TraditiOnal Venues.

“Venue” means any location that is not a Non-Traditional Veriue.
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Commissioner of Securities 
Office of the Commissioner of 
Securities
345 W.^ Washington Avc., 4th Floor 
Madison,. Wisconsin 53703

11,8741,6:3



Exhibit I 
State Addenda

Revised.4/2018
1187434.3



ADDENDUM TO EIZZA FACTORY, INC DISGLOSURE DOCUMENT FOR THE
STATE OF CALIFORNIA

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.

1

Item 17, “Renewal, Termination, Transfer and Dispute Resolution,” shall be amended by 
the addition of the followings

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

i

The franchise agreement provides for termination upon bankruptcy^ This provision rhay 
not be enforceable under federal bankniptcy law (11 U.S.C.A. Sec. 101 et seq.). *

[

The franchise agreement contains a covenant not to Compete which, extends beyondi the 
termination of the franchise. This provision may not be enforceable under California law.

YOU MUST SIGN A GENERAL RELEASE IF YOU RENEW OR TRANSFER YOUR 
FRANCHISE. CALIFORNIA CORPORATIONS CODE SECTION 31512 VOIDS A 
WAIVER OF YOUR RIGHTS UNDER THE FRANCHISE INVESTMENT LAW 
(CALIFORNIA CORPORATIONS CODE SECTIONS 31000 THROUGH 31505). BUSINESS
AND Professions code section 20010 voids a waiver of your rights
UNDER THE FRANCHISE RELATIONS ACT (BUSINESS AND PROFESSIONS CODE 
SECTIONS 20000 THROUGH 20043).

i
Neither Pizza Factory, Inc., nor any person in Item 2 of the disclosure document is 

subject to any currently effective order of any nationall securities' association or national 
securities exchange, as defined in the Securities Exchange Act of 1934, 15 U.S.C.A. 78a et seq., 
suspending or expeilling these persons from membership in this association or exchange.

SECTION 31125 OF THE FRANCHISE INVESTMENT LAW REQUIRES US TO 
GIVE TO YOU A DISCLOSURE DOCUMENT APPROVED BY THE COMMISSIONER OF 
BUSINESS OVERSIGHI BEFORE WE ASK YOU TO CONSIDER A MATERIAL 
MODIFICATION OF YOUR FRANCHISE AGREEMENT. j

OUR WEB SITE HAS NOT BEEN REVIEWED OR APPROVED BY THE 
CALIFORNIA DEPARTMENT OF BUSINESS OVERSIGHT. ANY COMPLAINTS 
CONCERNING THE CONTENT OF THIS WEB SITE MAY BE DIRECTED TO THE 
CALIFORNIA DEPARTMENT OF BUSINESS OVERSIGHT at www.dbo.ca.gov.

1

The earnings claims Figures do hot reflect the costs of sales, operating expenses 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 in operating your (franchised business). Franchisees or former 
franchisees, listed in the franchise disclosure document, may be one source of this information.
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ADDEPfDUM TO PIZZA FACTORY, INC, DISCLOSURE DOCUMENT FOR
THE STATE OF HAWAII

. i

1. The following, paragraphs shall be added to the state cover page^

THESE FRANCHISES HAVE BEEN FILED UNDER THE FRANCHISE 
INVESTMENT LAW OF THE STATE OF HAWAII. FILING DOES NOT CONSTITUTE 
APPROVAL, RECOMMENDATION OR ENDORSEMENT BY THE DIlkcTOR OF 

COMMERCE AND CONSUMER AFFAIRS OR A FINDING BY THE DIRECTOR OF 
COMMERCE AND CONSUMER AFFAIRS THAT THE INFORMATION PROVIDED 
HEREIN IS TRUE, COMPLETE AND NOT MISLEADING.

THE FRANCHISE INVESTMENT' LAW MAKES IT UNLAWFUL TO OFFER OR 
SELL ANY FRANCHISE IN THIS STATE WITHOUT FIRST PROVIDING TO THE 
PROSPECTIVE FRANCHISEE, OR SUBFRANCHISOR, AT LEAST SEVEN DAYS PRIOR 
TO THE EXECUTION BY THE PROSPECTIVE FRANCHISEE OF ANY BINDING 
FRANCHISE OR OTHER AGREEMENT, OR AT LEAST SEVEN DAYS PRIOR TO THE 
PAYMENT OF ANY CONSIDERATION BY THE FRANCHISEE, OR SUBFRANCHISOR, 
WHICHEVER OCCURS FIRST, A COPY OF THE DISCLOSURE DOCUMENT, 
TOGETHER WITH A COPY OF ALL PROPOSED AGREEMENTS RELATING TO THE 
SALE OF THE FRANCHISE.

THIS DISCLOSURE DOCUMENT CONTAINS A SUMMARY ONLY OF CERTAIN 
MATERIAL PROVISIONS OF THE FRANCHISE AGREEMENT. THE CONTRACT OR 
AGREEMENT SHOULD BE REFERRED TO FOR A STATEMENT OF ALL RIGHTS, 
CONDITIONS, RESTRICTIONS AND OBLIGATIONS OF BOTH THE FRANCHISOR AND 
THE FRANCHISEE. j

The name and address of the Franchisor’s agent in this state authorized to receive service 
of process is the Hawaii Commissioner of Securities, 335 Mercha:nt Street, Honolulu, Hawaii 
96813.

2. Each provision of this Addendum to the Disclosure document is effective only to 
the extent, with respect to such provision, that the jurisdictional requirements of the Hawaii 
Franchise Investment Law, Hawaii Rev. Stat. §§ 482E-1, et seq., are met independently without 
reference to this Addendum to the Disclosure document, and only to the extent such provision is 
a then valid requirement of the statute.

11529928.1



ADDENDUM TO PIZZA FACTORY, INC. DISCLOSURE DOCUMENT FOR THE
STATE OF WASHINGTON ,

The State of Washington has a statute, RCW 19.100.180 which may supersede the 
Franchise Agreement in, your relationship with us including the areas of tefrnination and renewal 
of your franchise. There' may ialso be court decisions which may supersede the Franchise 
Agreement in your relationship with Us including the areas' of termination arid renewal of your 
franchise. I

In any arbitration involving a franchise purchased in Washington, the arbitration site shall 
be either in the State of Washington or in a place as rnutually 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 shalTprevail. '

I
Any release or waiver of rights executed by you will nOt include rights Under the, 

Washington Franchise Investment Protection Act except if you execute the release or waiver as 
part of a negotiated settlement after your agreement isi in effect and where we are: both 
represented by independent counsel. Provisions such as those which unreasonably restrict or 
limit the statute of l iniitations period for claims under the Act; and/or rights or remedies under the 
Act, such as a right to a jury trial, may not be enforceable. I

We may collect the transfer-fees if they reflect our reasonable estimated or actual costs in 
effecting your transfer.

i
Each provision of this Addendum to the Disclosure documerit will be effective only if. 

With respect to sUch provision, the jurisdictional requirements of the Washington Franchise 
Investment Protection Act, Wash. Rev. Code §§ 19.100.180, are met independently without 
reference to this Addendum to the Disclosure document, and only to the extent such provision is 
a then Valid requirement Of the statute.

11529928:1



ADDENDUM TO PIZZA FACTORY, EVC. FRANCHISE AGREEMENT FOR THESTATE OF WASHINGTON j

The State of Washington has a statute, RCW 19.100.180 which may supersede the terms 
of your franchise agreement in the areas of tefmina:tion and renewal of your franchise. There 
may also he court decisions in Washington which may supersede the franchise agreement in your 
relationship with Pizza Factory, Inc; ineluding the areas of termination aiid renewal of your 
franchise.

Washington law requires that any arbitration involving a franchise purchased in 
Washington shall be arbitrated in either the state of Washington, or in a place mutually agreed 
upon at the tinie 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.lOO.RCW shall prevail.

I
A release or waiver of rights executed by a franchisee shall not include rights Under the 

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

Transfer fees are collectable to the extent that they reflect the franchisor’s reasonable 
estimated or actual costs in .effecting a transfer.

The undersigned does hereby acknowledge receipt of this addendum.

“Company” “Franchisee”

PIZZA FACTORY, INC. ___________________
a California corporation

Name:
Its:
Date oTsigning;_

[ ] an individual |
[ ]a general partnership;,
[ ] a limited partnership;
[ ] a limited liability company';
[ ] a corporation;
By:_____________________
Name:__________________ i.
Its:_____________
Date of signing:.

i:i'529928.!



ADDENDUM TO PIZZA FACTORY, BVC. AREA DEVELOPMENT AGREEMENT
FOR THE STATE OF WASHINGTON

The State of Washington has a Statute, RCW 19.100.180 which may supersede the terms 
of your area development agreement in the areas of termination and renewal of your franchise. 
There inay also be court decisions in Washington which may supersede the area development 
agfeemeht in your felatibriship with Pi^a Factory, lire, including the areas of termination and 
reriewal of your franchise. ^

Washington, law requires that any arbitration involving a franchise purchased in 
Washington shall be arbitrated in either the state of Washington, of in a plaeci mutually agreed 
upon at the time of the arbitration. Or as determined by the arbitrator.

In the eyerit of a Conflict of laws, the provisions of the Washington Franchise Irivestmenf 
Protection Act, Chapter 19.100.RCW sha:ll prevaih '

A release or waiver of fights executed by a franchisee shall not includej rights under the^ 
Washington Franchise Investment Protection Act except when executed pursuant to a negotiated 
settlement after the agreement is in effect and where the parties are represented by independent 
counsel. Provisions such as those which unreasonably restrict or limit the statute Of limitations 
period for Claims under- the Act, rights or remedies under the Act such as a right to a jufy trial 
may not be enforceable.

Trmsfer fees are collectable to the extent that they reflect the franchisor’s reasonable 
estimated or actual costs in effecting a transfer;

The undersigned does hereby acknowledge receipt of this addendum., '

“Company” “Franchisee” '

PIZZA FACTORY, INC.; ______________________■,
a Ca:lifomia corporation

By:__
Name:
Its:

[ ] an individual
[, ] a general partnership;
[ i a limited partnership;
[ ] a limited liability company;
[ ] a corporation; '
By:____________________ __

Date Of signing:. Name:
Its:
Date of siting:.
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Exhibit}
RECEIPT I

This disclosure document summarizes certain provisions: of the franchise! agreement and other 
information in plam languagCi Read this disclosure document and all agreements eafefuUy.,

If Pizza Factory offers you a franchise, ft must provide dais disclosure dociunent to you 14 calendar 
days before you ,rign a binding agreement with, or make a payment to„ the, franchisor or an affiliate 
in connection with the proposed franchise sale.

Several states, including Mew York, require that we give you this, disclosure document at the earlier 
of the :first personal meeting or 1(3 business days; before die execution of dae ftanchise or other' 
agreement or the payment of any consideration that relates to the franchise relationship.

Se'veral atateSj including Michigan, require' that we give you this disclosure dociiment at least 10 
business days before execution of tey binding franchise'or other agreement; Or'the payment Of ^y 
consideration, whichever occurs first

If Pizza Factory does not deliver this disclosure document on, time or if it contains a false or 
misleading statement, or a material Omission, a violation of federal law and state law may have 
occurred and should be reported to the Federal; Trade Commission, Washington,l D.C. 2Q58fr ;and 
the state agency listed on Eachibit.H. ^

The following is, the hame, principal business address, and telephone number of each franchise seller 
offering this franchise: :

See attached list
3ate of Issuance: April 10, 2018 '

See Item 1 for our registeredagentiauthorized, to receive service’ of process.
I have received a disclosure document dated.April IQ, 20l8 that:included the following Exhibits:

A. Training Checklist .
B. Current list of Existing Franchisees,
C. Franchisor’s Audited .Balance Sheet and Profit And , Lxjss Statements ;
D. Franchise Agreement and,Exhibits.
E. Area Development Agreement i
F- pizza FaGtoiyiSample Menu.
G. Pizza Factory Manual of .Standard QperatingTrocedures (Table of Contents Only)
H. Listof State, Administrators and Agents For Service of Process ^
I. State Addenda 1

Date:_ Prospective Franchisee:. 
By:_
Name:___________________________________
Individually and on behalf of the following enfity:;
Company ISIame:__________________________
Title: __________ ^_____________________

Rensed 4'/2018
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SlxMbitJ I
RECEIPT

This disdosure dbcuirierit summarizes certain provisions of the franchise agreement and other 
irifprmatibri in pldri lariguage. Read this disdosure document and all agreements carefully.

If Pizza Factorji offers you a franchise, it must provide this disclosure document to you 14 calendar- 
dlays^ before! you sign a binding agreement with, or make a payment to,, the' franchisor! or an affiliate 
in connection with the proposed .franchise sale.

Several sta:tes, induding New York, :requife that we give )^ou this disdosure 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 .conrideration that, relates to the franchise'relationship.

Several states, including ^Michigan, require that we give you this disclosure document at. least 10 
business days before execution of ^y binding franchise or other agreement, or the' payment of any 
COnsideratibn, whichever occurs :first.

If Pizza Factory does not deliver this disclosure document on time or if it contains a fdse Or 
misleading statement, or a material omission, a violation of federal law and state law may have 
b.ccurred and Should be reported tb the Federd Trade Commission, Washington, D.,C- 205^0 and 
the State agency listed on,,Exhibit H. j

The. following is the name, principal business address and telephone number of each franchise; seller 
offering this franchise:

See attached Ust |
3ate of Issuance: .April 10, 2018,

See Item 1 for our registered agent authorized to receive :service of process,
I have received a disclosure document dated April 10, 2018 that .meluded the following: E^bits;

A. Trdning'Checklist I
B. Current List of Existing Franchisees !
C. Franehisoris Audited Bdance Sheet ^d Profit And Loss Statements '
D. Franchise Agreement .did Exhibits.
E. .. Area Development Agreement
F. * Pizza Factory Sarfiple MeiiU
G. Pizza Factory Manual of Standard Operating Procedures ^Table of Cbntents Only)
H. List;of State , Administrators and Agents Fbr Service; of Process
I. State Addenda t

Date:^_____ Prospective: Franchisee:,
By;..__________ ^_____
N^e:..
Individually and bn behdf of the foUoWing entil^:i
Company Name;________________________
Title:,_________________________________

Revise 3,<-2pi8
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