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As a franchisee, you will own and operate robotic soft serve vending kiosks (“Robots”) that
dispense frozen yogurt and other frozen soft serve. treats in approved locations such as,
museums, -entertainment venues, retail Iocatlons' business offices, hotels, hospitals, schools,
universities and industrial facilities.

The-total investment necessary to begin operation of a Reis & Irvy’s franchise business is

$183:450_ $139,950 to $683;9001,114,150. This amount includes $22,566120,000 to
$606,0601,004,250 that must be paid to thé Franchisor.

This disclosure document summarizes certain provisions of your Franchise Agreement and other
information in ‘plain English. Read this disclosure document and all accompanying agreements
carefully. You must receive this disclosure: document &t least 14 calendar days before you sign
a binding agreement with, or make any payment to, the Franchisor or an affiliate in connection
with the proposed franchise sale. Note, however, that no governmental agency has
verified the information contained in this document.

You may wish to receive your disclosure document in ‘another format that is more convenient
for you. To discuss the availability of disclesures, |n different formats, contact Art-BudmanRyan
Polk at 2620 Financial Court, Suite 100, San Dlego, California 92117, telephone 888-902-
7558 (Toll Free).

The terms. of your contract will gevern your franchise relationship. Don't rely on the disclosure
document alone to understand your contract. Read all of your contract carefully.. Show your
contract and this disclosure document to an advisor, like a lawyer or accountant.

‘Buying a franchisé:is a complex investment. The:information in this disclosure document can
heIp you make up your mind. More information on franchising, such' as “A.Consumer’s Guide to
Buying a_Franchise,” which ean help you understand how to use this disclosure document is
available from the Federal Trade Commission, You can contact the FTC at 1-877-FTC-HELP or
by writing to the FTC at 600 Pennsylvania Avenue, NW, Washington, DC 20580: You can also
visit the FTC's home page at www.ftc.gov for addltlonal information. Call your state agency or
visit your public library for other sources of mformatlon on franchising

There may also be: laws on franchising in _your'st,at%a. Ask your state agencies -about them.
ISSUANCE DATE: October 19, 2018 as amentlled May 3, 2019
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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 MEAN THAT THE ST. ATE' RECOMMENDS THE FRANCHISE
OR HAS VERIFIED THE INFORMATION IN THIS FRANCHISE DISCLOSURE DOCUMENT.

1

Call the state franchise administrator listed in Exhibit A for information about the franchisor, or
about franchising in your state. |

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

Please consider the following RISK FACTORS. before you buy. this franchise:

1.  THE FRANCHISE AGREEMENT REQUIRES YOU TO SUBMIT DISPUTES WITH US
TO MEDIATION PRIOR TO FILING ANY LITIGATION. MEDIATION AND-ANY LITIGATION WILL
TAKE PLACE IN THE COUNTY IN WHICH OUR PRINCIPAL PLACE. OF BUSINESS IS LOCATED
(CURRENTLY, SAN DIEGO COUNTY, CALIFORNIA). OUT OF STATE MEDIATION AND/OR
LITIGATION MAY FORCE YOU TO ACCEPT A LESS FAVORABLE SETTLEMENT FOR DISPUTES.:
IT MAY ALSO COST YOU MORE TO MEDIATE OR LITIGATE WITH US IN CALIFORNIA THAN IN
YOUR OWN STATE. .

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

3. OUR PARENT COMPANY, WHICH’ GUARANTEES THE PERFORMANCE OF OUR
'OBLIGATIONS. UNDER THE FRANCHISE AGREEMENT IS CURRENTLY OPERATING AT A LOSS.
ITS BALANCE SHEET AS AT JUNE 30, 2018, SHOWS NEGATIVE WORKING CAPITAL IN THE
AMOUNT OF ($17,312,311) AND A STOCKHOLDERS’ DEFICIT IN THE AMOUNT OF
$(15,933,107). YOU SHOULD TAKE THIS FACTOR INTO CONSIDERATION WHEN DECIDING
WHETHER TO PURCHASE A FRANCHISE.

4.  YOUR SPOUSE MAY BE REQ,UIRE[%) TO SIGN A DOCUMENT THAT MAKES YOUR.
SPOUSE LIABLE FOR YOUR FINANCIAL OBLIGATIONS UNDER THE: FRANCHISE AGREEMENT,
EVEN THOUGH YOUR SPOUSE HAS NO OWNERSHIP INTEREST IN THE BUSINESS. THIS
GUARANTY WILL PLACE BOTH YOUR AND YOUR SPOUSE’S MARITAL AND, PERSONAL ASSETS;
PERHAPS INCLUDING YOUR HOUSE, AT RISK IF'YOUR FRANCHISE FAILS..

5.  THERE MAY BE OTHER RISKS. CONCERNING THIS.FRANCHISE.

We may use the services of one or more FRANCHISE BROKERS or referral souices to
assnst us in selling our franchlse A franchlse broker or referral source represents

You should be sure todo your own mvestlgatlon of the franchise.

Effective Date: See the next page for state effective dates.
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’ STATE EFFECTIVE DATES

The following states require the Franchise Disclosure Document be registered or filed with the
state, or be exempt from. registration: Callfornla, Hawaii, Illinois, Indiana, Maryland, Michigan,
Mlnnesota New York, North Dakota, Rhode Island South Dakota,. Virginia, Washington and
Wisconsin.

This Franchise Disclosure Document is. registéred, on file or exempt from registration in the
following states having franchise registration and disclosure, laws, with the following effective

dates::

California effective date:

Hawaii effective date:

October 25, 2018

December 17, 2018

Illinois. effective date:
Indiana effective.date:

Maryland effective-date:

Michigan effective date:
Mihnesota, effective date:

New York effective: date:

North Dakota effective date:

Rhode Island effective date:

Virginia effective date:

Washingten effective date:

Wisconsin effective date:

November 30, 2018

October 22, 2018

October 23, 2018

October 19, .2018
October 29, 2018
Novem‘bgr 62,2018

November 2, 2018

October 22, 2018

November 6, 2018
Deeembér 6, 2018
October-19, 2018

In all other states that do not require regis“tration;‘, the effective date-of this Disclosure:
Document is the issuance date of October 19, 2018 as amended May 3, 2019.



THE FOLLOWING APPLY TO

TRANSACTIONS GOVERNED BY
THE MICHIGAN FRANCHISE INVESTMENT LAW ONLY
| |
THE STATE OF MICHIGAN PROHIBITS CERTAIN UNFAIR PROVISIONS THAT ARE 'SOMETIMES
IN FRANCHISE DOCUMENTS. IF ANY OF THE FOLLOWING PROVISIONS ARE IN THESE
FRANCHISE DOCUMENTS, THE PROVISIONS ARE VOID AND CANNOT BE ENFORCED. AGAINST
YOU.

Each of the: following provisions is void and unenforceable if contained in any documents
relating to a franchise:

(@) A prohibition on the right of a franchisee to join an association of franchisees.

(b) A requirement that a franchisee 'assent to a release, assignment, novation,
waiver, or estoppel which deprives. a franchisee of rights: and, protections provided in this act.
This. shall not preclude a franchisee, after entering into a Franchise Agreement, from settling
any and all claims. |

(e) A provision that permits a: franchisor to terminate a franchise prior to the
expiration of jts term except for good cause. Good cause shall inclide the failure of the
franchisee to comply with any lawful provision of the Franchise Agreement and to cure such
failure. after being given written notice thereof and a reasenable opportunity, which in. no event
need.be more than 30 days, to: cure such failure.

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

(e) A provision that permits the franchlsor to refuse to renew a franchise on terms
generaIIy available to other franchisees of the same class or type under similar circumstances.
This section does: not require a renewal provision.

(f) A prowsuan requiring that arbltratlon or I|t|gat|on be conducted outsude th|s state

‘arbltratlon to conduct arbitration at a location outsnde thls state.

(g) A provision which permits a franchlsor to refuse to permit a transfer of
ownership of a franchise, except for good cause. This subdivision does, not prevent a franchisor

e ldogre . |



from exercising a right of first refusal to purchase the franchise. Good cause shall include, but is
not limited to:

t
|

(i)  The failure of the proposed transferee to meet the franchisor's then-
cufrent: reasonable qualifications. or standards.
|

(ii).  The fact that the proposed transferee is'a competitor of the franchisor or
subfranchisor.

(i)  The unwillingness of the 'proposed transferee to agree in writing to
comply with all lawful obligations.

(iv)  The failure of the franchisee or proposed transferee ‘to pay any sums
owing to the franchisor or to cure any default in the Franchise Agreement existing at the
time of the proposed transfer. ‘

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

u

0) A provision which. permits the franchisor to dlrectly or indirectly convey, assign,
or otherwise: transfer its obligations to fulfill conttactual obllgatlons to the franchisee unless
provision has been made for providing the required contractual services:

The fact that there is a notice of this offering on file: with the Attorney '‘General does not
constitute approval, recommendation, or endorsement by the Attorney General.

Any questions regarding this notice should be directed to the Department of Attorney General
State of Michigan, 670 Williams Building,; Lansing, Mlchlgan 48913, telephone (517) 373-7117.

|
‘THE MICHIGAN NOTICE APPLIES ONLY TO FRANCHISEES WHO ARE RESIDENTS OF MICHIGAN

OR LOCATE THEIR FRANCHISES IN MICHIGAN.

Note: Despite subparagraph (f) above, we intend, and we and you agree to fully enforce the
dispute resolution provisions of the Franchise Agreement We believe that paragraph (f) is
unconstitutional and cannot preclude us from enforCIng these dispute resolution provisions.
You. acknowledge that we will seek to enforce the dispute resolution provisions as written.
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Applicable state law might require additional disclosures related to the information contalned in
this Disclosure Document. These additional disclosures appear in Exhibit C.



To simplify‘the language in this franchise disclosure document (*Disclosure Document’), “R&17,
“we” and “us” means Reis & Irvy's; Inc., the franchisor. “You” means the person who: bilys the
franchise from us. If you are a corporatlon partnership- or limited liability .company, your
owners will have to guarantee your obligations and be bound by the provisions of the Franchise
Agreement and other agreements as described in this Disclosure Document. Spouses of owners
may also be required to consent to the guaranty. '

We were organized as a Nevada corporation on March 7, 2016, and ‘we began offering
franchises in the Un’it’ed States in April 2016 and in Canada in June 2016 Our prlnc1pal place of

process are Ilsted in Exhlblt A to thls D|sclosure Document

We conduct business only under the name Reis &‘ Irvyfs,, Inc, We do not and have not offered
franchises for 'sale in any other line of business. We do not operate businesses of the type
being franchised. We have no ether business activities.

Our parent company is Generation NEXT Franchise Brands, Inc: (formerly Fresh Healthy
Vending International, Inc.) ("GNFB"), a Nevada corporation traded on' the over-the-counter
stock market under the symbol “VEND."” Under{an Inteliectual Property License Agreement,
GNFB has licensed to us the right to use and sublicense the Marks. (defined below) to Réis &
Irvy’s franchisees. GNFB has no other business activities and has never offered franchises for
sale in any line of business. !

Our aﬁﬁhate—l-B—Begrees—parent, Generation Next Franchlse Brands Inc., acquired certain assets
of Robofusion, Inc. (“"Robofusion”), an unaffi Ilated third party; in eafly—2016 ineludingand, from

other third parties, the company-owned Robots identified in Item 2619 of this Disclosure
Document. Robofusion desigried and developed the technology for the Robots. Robofusion has
operated a féw of its own Robots. In addition, Robofusion has sold a limited number of Robots
to third parties. Robofusion has never sold or offered franchises.

Under a Distribution and License: Agreement between GNFB and Robofusion dated February 18,
2016, Robofusion granted GNFB the nght to subllcense the Marks to franchisees in the United
States and its territories ¢bt -and Canada. GNFB assigned its rights
under the Distribution and License: Agreement to us Subsequently, on December 29, 2016,
GNFB. entered into ‘a purchase agreement and closed a transaction to purchase certain assets of
Robofusion,. including the. Marks and certain patent rights:

From April 2010 to September 2016, our afﬁllate Fresh Healthy Vending LLC ("FHV"), a

California limited liability .company, offered franchises for vending machines and micro markets
using the Fresh Healthy Vending® trademark that drspensedlspensed a varlety of healthy,
natural and organlc snack foods and beverage products. FH ‘
: ; FHV ceased ooeratlons in September




GNFB,—FHV; and 19 Degrees, Inc. share our principal business address, and except as described

above; they do: not offer franchises in any other line: of business. Except as described above,
‘we have no other predecessors; parents or afﬁhates required to be disclosed in Item 1.

Under this Disclosure Document, we offer franchlses to own and ‘operate (including maintaining,
stocking,. servicing, repairing and cleaning). robotic soft serve vending kiosks (“Robots”) that
dispense frozen confectionary treats (such as frozen ‘'yogurt;, ice cream, and sorbet) in approved
locations such as museums, entertainment. venues, retail locations, business. offices, hotels,.
hospitals, schools, universities and industrial facilities.

If you purchase a franchise, you will execute| our franchise agreement mcluded with this
Disclosure Document as Exhibit B. You will own and operate a minimum number of Robots (at
least 3) at locations (“Locations”) that we secure (or at Locations that you secure; subject to
our approval) within @ specified geographic aréa (“Territory”). You will enter into a location
agreement: with .each Location owner. You will pay a percentage of the gross' revenue or gross
profit you obtain from your Robets to the Locatlon owners where your Robots are located. We
do not-enter into any type of arrangement with the owners of the Locations ‘where your Robots
are located, and we are not a party to your location agreements..

You will use the trademarks, trade names; servnce marks, designs, emblems; logos,. graphics,
slogans, trade: dress,. and commercial symbols we designate, including the service mark “REIS &
IRVY'S” (the “Marks”) and operate your busmess according to: our specifications for Robot
equipment, uniforms, designated product offerings; standard operating and administiative
procedures,. and management and technical training programs (the “System”).

You may choose to purchase 2, 3, 6, 9, 12 or -1-220 Robots. For each Robot.at a single Location,
you will need approximately 24 square feet of storage space for product inventoery. Your storage
space will generally consist of refrigerated space (or a standard top freezer unit) and dry supply
storage. i

You will compete with local, regional and national companies that operate competing vending
offerings or that, provide food service or - refreshment services. You will also compete with
convenience stores, quick service restaurants, and fast food -chains. The market. for the
products: is well developed and competitive and is generally’ non-seasonal (except for Robots
located at schools and other seasonal locations). '

You must obtain any health permits, including a lfood handler’s license, or other state, county,
or local permits necessary to. operate the Robots! at your Locations. Local and county food and
environmental health servieces departments will require a Food Establishment License. for either
the Robot ior the venue in which it is operating. If the venue has an existing license, you may
be able to operate. under it but will still be reqmred to obtain food handlers licenses/permits for
all operators of the Robots.

Other than disclosed above, we are not aware of ‘any other laws; rules or regulations specific to-
the operation: of your franchise business, ether than those applicable to businesses generally.
You should investigate whether there are any regulations or requirements: specific to: your
Territory :and give due consideration to any mcreased costs you may incur as a result of

2 |
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complying with those requirements..

Founder, Chairman; and Chief Executive Officer: Nicholas Yates:

Mr. Yates has—been—ais the founder and_has. been the Chairman of our company since its
formation in March 2016 and has held the position of Chairman with GNFB since July-26432010,
focusing on developlng company-owned businesses, international franchising, company
financings and investor relations. Since September' 2018, Mr. Yates has been Chief Executive
Officer of us and GNFB. From February 2013 to October 2014 he was FHV's V|ce Pre5|dent of'
Corporate Operatlons Fror—206 010 S 15-of F

Ryan Polk has been the Chief Operating Officer and Chief Financial Officer of GNFB since April
2019 M. PoIk has held Presrdent CFO _and (.OO posrtlons W|th founder and grlvate egmg(;

Director, Franchise Development: Glenn ‘(T;‘.J.)‘ Rogets, Jr.

Mr. Rogers has been our Director of Franchise D'evelopment since our inception in March 2016
-arg2016and for FHV since October 2015. From January 2015 to October 2015, Mr. Rogers was
FHV’s Franchise Development Coordinator. From January 2014 to:January 2015, Mr. Rogers was
a consultant for FHV. Since January 2014, Mr Rogers has served as. President of Gemiini
Enterprises, Inc., in San Diego, California. From September 2013 to January 2014; Mr. Rogers
was a Sales Representatlve for NuVasive, Inc.,|in San Diego, Califernia. From May 2011 to
September 2013, Mr. Rogers was FHV's Franchise Sales Manager.

Beach wgs prevuously our General Manager,froij I 2018 to-April 29, 2019 and was our.
Director of International Licensesi-Andrew-Beach
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l:reenses—srﬂee from February 2018 unt|I A_pnl 29, 2019 Before ]omlng us Mr Beach was the
Founder and President of MRKT More, LLC, in Newport Beach, California, from August 2017 to
February 2018. From June 2015 to August 201? Mr. Beach served in various roles for United
Franchise Group in Newport Beach, California, including Regional Vice President (June, 2016 to
August 2017) and Regional Manager (June 2015 to October 2016). Fiom January 2013 to
August 2015, Mr. Beach served in various roles for Transworld Business -Advisors,
headquartered in West Palm Beach, Florida, |nclud|ng Sales and Operations Advisor (January
2013 to December 2014) and Regional Manager (February 2014 to August 2015).

|
|
Vice President, Operations: Nikolas Wright

Mr. Wrrght has been our Vice President, Operations, since November 2016. From Nevember
2009 to November 2016, Mr. Wright was Pre5|dent of Food & Beverage for Sopra Brands in Sait
Lake City, Utah. |

TEM 3
LITIGATION

FRANCHISOR LITIGATION

ectly sell the franchls .
|nt|ff agreed to amend‘

Drerudrce No payment is being made by Nicholas Yates but he will guarantee Rels & Irvy's'
obligation to make such payments. i

Reis & Irvy's, InG. ;
‘2018 10 Franchise Disclosuré Document ‘
'1202.005.010/249542.7



LITIGATION INVOLVING: PERSONS IDENTIFIED IN ITEM 2

COMPLETED MATTERS

i
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In Re: Violation -of the Washington Business Opportunity Fraud Act by Mark Trotter, Nicholas
FrankIvn Yates and FHV Holdlnqs Corp (f/k/a YoNaturals Incorporated) Washington

The Washington DFI alleged that, between 2007 and 2009, FHV Holdings, Mr. Yates and Mr.
Trotter offered and sold business opportunities in Washington without a registéred disclosure:
document and without providing a disclosure ocument to the purchasers of those business
opportunities. Without admitting or denying the| State’s findings of fact or conclusions of law,
FHV Holdings, Mr. Yates; and Mr. Trotter agreed to. (@) cease and desist from the offer and sale
of business opportunities in violation of the Business Opportunity Ffaud Act of the State of
Washington, (b) pay the Securities Division $3,000 for its costs of investigation of the matter,
and (c) waive all rights to a hearing and judicial review of this matter.

In February 2014, the Washington DFI issued a notice to us entitled: “Statement of Charges
and Notice of Intent to Enter Order to Cease: and Desist”. The Notice: alleged that (a) one
Washington resident had purchased; and. two had received offers to purchase, franchises from
FHV in April, May and November of 2012, when FHV was not registered in the State of
Washington, and (b) the disclosures made in FHV's franchise disclosure documents did not
include .certain information regarding the prior consent order issued by the DFI and, therefore,
violated the consent order. The Notice provides for the right to an adjudicative héaring before
an administrative law judge. FHV LLC exercised its right to a hearing on or about March 2014.
On June 9, 2014, the DFI issued a Consent Order providing that (a) FHV and its agents :and
employees cease and desist from offering or :selling franchises in violation of RCW 19.100.020,
the registration section of the Franchise Investment Protection Act of the state of Washington;
_(b) FHV and its.agents and employees shall each cease and desist from violating RCW 19-100-
170, the anti-fraud section of the Franchise Investment Protection Action of the, state of
Washington; and, (c) FHV reimburse the DFI $7, 500 for its costs of investigation payable before
the entry of the Consent Order. We reimbursed DFI and the:Consent Order was entered.

Plaintiff, an FHV franchisee; filed a complaint against FHV and eertain of its current and former
officers, alleging violations of the California Franchise Investment Law and associated
regulations by allegedly providing plaintiff with a franchise disclosure document that; willfully
failed to disclose certain material information regardlng the identity. of FHV's predecessor, the
identity of two. of FHV's: principals, litigation hlstory, and bankruptcy history. The complaint
sought rescission of his franchise agreement, restltutlon and damages. Before: filing an answer
to the complaint, FHV entered into: a settlement agreement with plaintiff, pursuant to which
FHV agreed to repurchase; or cause to be repurchased, plaintiff’s Vending Machines for an
amount between $79,000 and $81,000. The case-\:Nass dismissed on October 23,2013

2018 10 FranchlselDlscIosure Document
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The plaintiffs, FHV's former franchisee and its owner, filed a complaint against FHV, GNFB, and
one of FHV's current officers alleging breach of contract, anticipatory breach, violation of the
Maryland Franchise Registration and Disclosure Law, and unfair competition under California’s
Business & Professions Code section 17200. The:complaint:alleged that the: defendants failed to
make payments due under a Mutual Termination and Release Agreement that FHV had enteréd
into with the plaintiffs, committed various disclosure violatiens arising from the disclosure
document provrded to the plaintiffs, and engaged in unfair competition under California law by
violating the November 7, 2014 Stop Order and Citation described above. The plalntlffs sought
monetary damages, attorneys fees, and |nJunct|ve relief. In May 2016, the parties entered into
a Stipulated Judgment and filed it with the court. Under the terms of the Stipulated Judgment,
the defendants p paid the plaintiffs.$166,505.

On May 28, 2014; Slender Vender, LLC, and John| Coffin, a former FHV franchisee and its owner
("Plaintiff”), filed a complarnt against FHV and certain of its current and former officers
(“Defendants”). alleging violations of the Calrforan Franchise Investment Law, fraud, breach of
contract, unfair competition, false advertising and iolations of the California Labor Code in
connection with the sale and purchase of Plaintiff’s franchises. The complaint sought rescission
of the franchise agreement, restitiition, Unpaid wages, and damages, including compensatory
and punitive damages.

On February 6, 2015, the California Labor Code violations were: dismissed without leave. to
amend. In addition, Defendant London was. d|sm|ssed from the action that same day.
Defendants Truong, Rogers; and Ball were: later dismissed from the action during trial. On
February 20, 2015, Plaintiff filed a first amended complaint against the remaining defendants
alleging causes. of action for rescission, fraud, breach of contract, unfair competition, and false
advertising.

On September 23, 2016, a jury trial commenced in the action, and the jury found in favor of
Plaintiff. The jury returned a total compensatory .damages verdict of $535,091.01 against all
Defendants, and further returned a punitive: damages verdict of $140,000 against Yates and
$14,000 against Kennedy. The compensatory damages award was. later rediced to $295,091.01
following post-trial motions ‘and stipulatien. In |addition, following the jury trial, the court
awarded Plaintiff attorneys fees of $565,386.50 against FHV and costs of $29,682.50 against
FHV; Kennedy, Yates; Trotter; and Backer. Judgment was entered on February 21, 2017.

On March 22, 2017, Defendants filed a notice of appeal, and on March 30, 2017, Plaintiff filed a
notice of cross-appeal. On June 21, 2017, the. partles reached a global settlement. Despite an
initial award of $1.1 million, under the terms of the. confidential settlement; Plaintiff agreed to
cause the judgment to be set aside; to withdraw all claims for wage garnishmernits against any
of the Defendants, and to cause the removal of all recorded abstracts of judgment and the

8
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remevaltheremoval of any financing statements. The parties :agreed to dismiss their appeals
and to grant one another full mutual general releases. In. exchange, Defendants agreed to

pay Plaintiff $500,000, over a 25-month perlod as 'well as transfer to Plaintiff a guaranteed
$200,000 worth of GNFB stock valued at $1 per share. GNFB has guaranteed the settlement.

- Other than these actions, no litigation is required to be:disclosed in this Item.
e I
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Nicholas: Yates, our fet i i =BChief Executive Officer,
filed a Debtor's Petition with the Australian FlnanCIaI Secunty authorlty (then known as the

Insolvency and Trustee Service Australia) on March 30, 2007. On March 31, 2010, his debts
were dlscharged

No other bankruptcy' informiation is reqtired t be disclosed in this Item.

i
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Initial Franchise Fee ]

‘When you sign your Franchise Agreement, you agreé to purchase 2, 3, 6, 9, 12, or 1220

Robots, and you will pay us an “Initial Franchise Fee” of $5,000 per initial Robot purchased.
Depending on the number of Robots you agree to purchase, the Initial Franchise Fee will be' as
follows:.

Number of Robots - | Initial-Franchise Fee
$10.000

$15,000

$30,000

$45,000

$60,000

$100,000

IS 5[0 | wiina

We: fully earn the Initial Franchise Fee when It is paid, and it is not refundable under any
circumstances.

Robots and Location Procurement Fee

When you sign your Franchise Agreement;, you agree to purchase 2; 3,6, 9, 12 or +220 Robots
from a supplier designated by us (which. may beus; our affiliate, or an unaffiliated third-party
distributor or purchasing agent), and the purchase pncel ranges. from $42,500 to $50,000 per
Robot, plus applicable sales tax. Depending on the number of Robets you agree to ‘purchase;
the total purchase price will be as.follows: |

Number of Rebets | Purchase Price. | Total Purchase Price
S per Robot (plus ‘applicable salestax) °
2 $52.500 | $105,000
3 $50,000 " |'$150,000
6 $47,500 | $285,000
9 $45,000 | | $405,000
12 $42,500 | $510,000
20 |.$40.000 ~ | $800,000

|
The purchase: price for the Robots is in addition to the Initial Franchise Fee described above,
and is not refundable.

In addition, when you sign the Franchise Agneément, you will be billed for and pay us a
“Location Procurement Fee” of $2,500 per Robot. Depending on the number of Robots you
agree to purchase, the Location Procurement Fee will be as follows:

]

| Number 6f Robots | ILocation Procurement Fee
N 2 $5,000
3 $7,500
i1
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|

6 $15,000
9 $22,500
12 $30,000
20 $50,000

The Location Procurement Fee is in ‘addition to the purchase price: for the Robots described
above. However, if you secure Locations for Robots without. our assistance. (but with our prior
approval), you will receive a credit of $2,500 for each Location that you procure without our
assistance. If you elect Payment Option 2 below the credit ‘will be applied to the second
payment:that you owe. If you select Payment. Optlon 1 below, the credit will be in the: form of a
refund. The Location Procurement Fee is not otherwise refundable.

You have two options for paying the Apurcha!se, price for your Robots and the Location
Procurement Fee:

Payment You may: pay the purchase pnce for the Robots, the Franchise: Fee and the.

Option 1: Location Procurement Fee in full when you sign 'your Franchise Agreement.
After payment in full is received, your Robots will be available withinr 120
days.

‘Payment You may pay a deposit equ[al to -40% -of the total purchase price for the

Option 2: Robots and the Location Procurement Fee, and the full Franchise; Fee at the

time you sign your Franchise Agreement. You will pay the outstanding
balance in pro rata portions within: 72 hours .after we procure a Location for
one-or moré of your Robots juntil we have procured all Locations for all the
Robots you have purchased. 'Within 120 days after we secure a Location for
a Robot and you have paid the: outstanding balance for the Robot and the
balance due on the applicable Location Procurement Fee, our distributor will
deliver the Robot to. that Location:

| Ite

You _may. also purchase a Flavor Burst and/or a|clean|nq cart from us.. A Flavor Burst ogtlon | :

:purchase one and a high cost of $4, 250 lf you do choose to Durchase one.

12!
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Adjusted Fees

the purchase pnce for the Robots based on a vanety of factors such as the number of Robots
you purchase or circumstances specific to an individual franchisee, such as our agreement to
defer payment because of conditions outside the: franchisee’s control. Puring the fiscal year
ended June 30, 2018, we charged certain franchisees. a reduced Initial Franchise Fee of $2,500
per Robot. In addition, during the fiscal year ended June 30, 2018, under special circumstances
where. a franchisee entered into a separate agreement with our affiliate, we: charged the
franchisee $1,000 for'the robot purchase price.

QTHER FEES
. Typeof Fee* | ~  Amount Due Date ** "Remarks .
' Royalties: 12% of Monthly Gress | All electronic “Monthly Gross Revenue
Revenue per Robot payments processed | means all funds
by your Robots are generated by Rebots
sent directly to us. from the purchase of
(Note 1) produicts dispensed by
1 the:Robots; including all
1 funds generated by credit
card, debit card and
‘ other electronic
! | transactions.
Remote Currently, $7.95 per Morithly (Note 1) “We do not retain this fee.
Monitoring Fee | month, per Robot '  Instead, we. remit this fee
| to the merchant that
L “processes: payments for
» - |yeur Robots
| Extended - $3,000 per Robot At the time you (Note 2)
| warranty. : | purchase an
i | extended warranty
Interestand | The greater of 10% or Interest and late | Interest applies to all
‘late charge on | the maximum rate charges ‘are payable | amounts owed to us or
overdue. permitted by law; late: | when billed. our affiliates, if
payments charge equal to 5% of applicable.
amount late.
{ Initial training | Currently, $250 per After your franchlse
| fee person per day for is open for business.
‘ each person in excess: l
L of two. 7
Additional Currently, $250 per As incurred. Payable for additional
“training fee person per day. training courses, training
materials, .and facility’
; expenses.
13.
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Type of Fee*

taxes

state and local laws.

Amount 'Due Date _ Remarks
Remedial Currently, $1,000 per | Upon demand. (Note 3)
| training fee person per day. i
State or local | Will vary based on As incurred. (Note 4)

Franchisee
conference fee

$500 per person.

45 days before the
franchisee
conference.

|

You are not required to
attend franchisee
conferences; fees
payable are to defray-our
costs for presentation
materials, travel
expenses and facility

| expenses..

Defatilt fee

' $200 per default

‘ U,ponl expiration of
any applicable cure
period after we notify
'you nl'\ writing that
you are in default of
your Franchise
Agreement; if you
have inot cured the
default by the end of
the applicable cure

| period..

See rows (g) and (h) of
the table in Item 17
below,

Custom Design

Currently, $150 per

U,pon'de'mand.

[ (Note:5)

Fee hour i | \ ) ]
| Download | Currently, $150 per | As incurred If you purchase certain
| Preparation hour ‘ ' print items from a
 Fee | ' supplier other than our
| preferred supplier, you
! will pay us a fee for our
| services related to
' | preparing the appropriate
| files for download and
! transfer to. the supplier
1 you have chosen.
|
|
, 14
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Type of Fee* Amount Due Date Remarks
Additional Thén-cuttent initial fee, | Upon purchase of You must be in
Robots Location Procurement | additional Robots; compliance with; your |
Fee, and purchase 100% of the per- Franchise Agreement and
price for each Robot initial fee. 'You | approved by us to
additional Robot, plus | may select Payment | purchase additional
| 'sales tax, if applicable) | Option 1 or Payment | Robots.
'(Note 6) | Option 2 to pay the
B Location :
Proctfr,ement Feeand |
purchase price.
(Note. 6)
Management $99 per Robot perday | As incurred If we issue a notice of
Fee ‘ l default, we may manage

t

your Locations until you
cure all defaults.and you

will pay us.a
management fee for

doing so.

Breach .of Post-

5% of the: gross

On the 15th day of

If you breach yéur'post—

of 3 Robots, we.
estimate $1,450 to

$7,500 annually, but

cost may vary by

provider and coverage.

l
|

insurance, we may obtain.

it:for you and you will be
required to reimburse us
for any premiums and
other costs we incur.

| Relocation fee

$2,500 per Robot (does.

not,include
shipping/freight)

Upon relocation
request.

(Note 7)

Termination revenue; of any ' each month. based on { termination non-
‘Non- | competing business | the ‘;g;ro,ss- revenue of | competition covenant,
| Competition | throughout the one= | the competing 'you must pay us,
Covenant | year, post-termination | business in the prior | throughout the one-year
| | non-compete period. month. non-compete period, 5%
l | of the gross fevenue of
‘_ - any competing business.
Indemnification | Will vary based on As incurred. 'You must reimburse s if |
circumstances. ! we are held liable for
‘ claims arising from the |
operation or transfer of
your franchise: business,
! or from your breach of
| the Franchise Agreement. |
Insurance Based on the purchase | As incurred. If you fail to obtain |
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. Type of Fee* -

Amount

- Due Date. .

* . ‘Remarks_

Location
Rejection Fee

$1,250 per Lodati_bn;

rejected by you

At the time you
request that we
secure another
Location.

If you. wish to relocate a
Robot and you reject a
Location secured by us
and wish us to find
another Location, then
you will pay an additional
$1,250 for the additional
Location search work.

Manual
replacement
fee

$100

Uponlwdemand-.

|

We provide you one copy
of our Manual at no
charge. This fee'is
payable if you require a
replacement Manual.

“Transfer fee

$2,500 per Robot, plus
any attorney’s fees we
incur in connection with

the transfer

At the time of
transfer.

You must pay us a ‘
transfer fee if you sell or -
transfer ownership of '
your*franchise business

to another party. You will |

pay us the transfer fee in |
a lump sum in the form
of'a cashier’s check or |
wire transfer at the time
of‘the transfer. You do
not have to pay a

transfer fee if you

transfer your individual
interest in the Franchise
Agreement to an entity in
which you own a
controlling interest.

1

Renewal fee

45,000

Upon renewal of your
Franchise
‘Agreement.

If you are approved to-
renew your Franchise
Agreement, you must
also pay us a renewal
fee, payable by cashier’s
chieck or wire transfer.

Technical
service fees
(outside of
warranty
period)

Currently, $150 per

hour (plus costs)

As incurréd.

(Note 8)

Reis'& Irvy's, Inc.

2018 10 Franchise. Disclostire.Document:

1202,005,010/249542.7



Notes:

*Unless otherwise ‘noted,, all fees are uniformly. imposed by' and ‘payable to us by electronic
funds transfer ("EFT") or other automatic payment mechanism we designate and are: non-

refundable.

1,

Royalties. By the 10th day of each month, Wwe will send you a statement identifying the
amount of Royalties die for the preceding month along with any other amounts then due
and owing to us (including the monthly Remote Monitoring Fee) and remit funds from
collected electronic sales less -any Royalties and any other amounts due and owing to us,
using a payment method we elect, such as issuance of a check, wire transfer, or electronic
funds transfer. We will not deduct any appllcable credit card processing or software license
fees attributable to customer purchases from the amounts that we remit to you..

|
Extended warranty. For an additional fee of $3,000 per Robot, we offer an extended
warranty on the soft—serve components oﬁ the Robots. The duratlon of the extended

: extended warranty covers: (a) non-wearable parts in the soft-serve component of each

Robot (limited to freezing cylinders, augers, evaporator assembly, drive. motors, speed
reducers, compressors, and hopper of the soft-serve component of the Robot) (the “Non-
Wearable Parts”) against defects in materials and workmanship when used in accordance
with 'the Manual and ‘the Robot’s published operating instructions for a period of 5 years
from the date of delivery of each Robot; and (b) all other soft-serve component parts, other
than wearable parts and the Non-Wearable' Parts, against defects in materials and
workmanship when used in accordance with the Manual and the Robot's published
operating instructions for a period of 2 years from the date of delivery of each Robet. If you
make a claim under the extended warranty, we will cover the cost of labor in replacing or
répairing defective soft-serve component parts for a period of 2 years: from the date of
delivery of each Robot. 1

Remedial training fee. We may provide you with remedial training if we determine that you
are not in compliance with the terms of your Franchise Agreement after providing you with
written notice of non-compliance: and an -opportunity to cure. You will pay us a remedial
training fee (currently, $1,000 per person per day) to cover our costs: for training materials,
our travel expenses, and our facility expenses for the remedial training program, whether or
not you (personally) attend the remedial training program. You will also be responsible for
all expenses incurred for you and your employees to attend remedial training program,
including costs for transportation, lodging, meals, training materials, and wages.

state(s) rmposes ‘on or seeks to. collect: on account of the purchase prlce for the Robots

You will pay to the taxing autherity within your state(s) any taxes that :such taxing authority
imposes on ‘or seeks to.collect. on account of your Monthly Gross Revenue orincome,

Custom design fee. If you wish to modify the design of any advertising or promotional

materials that we have made available to you (such as corporate ID packages; posters;
uniforms, banners, and brochures), and we approve the proposed modifications or designs.

and agree to make the custom modifi cations or designs; 'you will pay our then-current fee

for custom design services. |
17|

Reis & Irvy's, Inc,
2018 10 Franchise Disclosure Document
1202.005.010/249542.7



6. Purchase price for additional Robots. The plchh,ase_ price for additional Robots will depend
on hew. many Robots, in the aggregate, you have previously purchased. The purchase price
for each additional Robot will be the then-current ‘purchase price then being charged for
néw franchises. However, you will be entitled to any then-applicable discounts for each
additional Robet (in the aggregate). that you are: purchasing -above a given 3-Robot tier.

You have two. options for' paying ‘the purchase price for your additional Robots and the
applicable Location Procurement Fees for those additional Robots: Under Payment Option 1,
you may pay the purchase price for the Robots and the Location Prociirement Fee in full
when you sign your Franchise Agreement. Once we secure a Location for a Robot, our
distributor will deliver the Robot to that Location within 120 days. Under Payment Option 2,
you may pay a deposit. equal to 40% of the total purchase price for the Robots and the
Location. Procurement Fee at the: time you S|gn your Franchise Agreement. You will pay the
outstanding balance in pro rata portions within 72 hours after we procure a Location for one
or more of your Robots until we have procured all Locations for all the: Roboets you have
purchased. Within 120 days after we: secure a Location for @ Robot and you have paid the
outstanding balance for the Robot and the balance due on the applicable Location
Procurement: Fee, our distributor will ‘deliver the Robot to that Location. Regardless of
whether you elect Payment Option ‘1 or Payment Option 2, you must still pay the full Initial
Franchise: Fee at the time you agree to. purchase ‘additional Robots.

7. Relocation Fee. After-all of your Robots have been installed, you may relocate them with our
prior written approval., You will also pay to thiird patties any freight, delivery or other fees
associated with the relocations. If you secure a new Location, we will not. charge you a
relocation fee; but you will be responsible: for paying for all. necessary costs of relocation,
such as electrical service required to operate a Robot at the relocated Location.

8. Technical Services Fee. You must respond to all service calls related to your Robots within
24 hours of your receipt of a request for a sefvice call. We may, upon 24 hours’ notice to
you, and at your cost, dispatch a third-party mechanic or other serviceperson to.respond to
the service call. Alternatively, we or our affiliate may respond to the service call and if we do
so, you will pay us the Technical Services Fee described above plus costs (such as for
parts). If you do not pay the Technical Services' Fee when ‘due; in addition to any other
remedies available to us, 'we may deduct the amounts owed to us from credit; card sales
processed by your Robot.-

18
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YOUR ESTIMATED INITIAL INVESTMENT

. | To Whom

- 'Ex?éﬁiit?tjres 8 Amount: : I\g‘:;hr:gn?:f s ‘When: Due - Paymgr].,t; Isto
e ) Be Made
'Initial. Franchise | $3510,000 to Lump:sum When'you sign | Us

Fee (Note 1) $60100,000 your Franchise

: ) . Agreement

Purchase price. | $105,000'to Lump sum (Note 3) Us or a third
for Robots $800,000 | ‘ party

(Note 2) plus sales tax, if '

, applicable ‘ . |

Purchase price. | $0 to $50,000 | Lump sum (Note 4) Us

for Flavor Burst i '

addition.

(Note 4).

Location $5,000 to Lump sum (Note 3) ‘Us
Procurement Fee |:$50,000 |

(Note 5) |

Initial training | $0 to $2,000 As incurred As incurred Third party
(Note 6) ‘ : providers:
Storage facility | $0 to $2,000 | As incurred As determined | Lessor

lease (Note 7! | by lease

' | (typically,
monthly)

Electrical $1,000 to As ‘incurred As incurred  Eléctricians or
- upgrades $40,000 | Location owners

 Equiptent other
'than_Robots and

- $600 to $6,750

Lump sum

Before
commencing

| Us.ora.

Third party.

uniforms operations vendors
(Note 9)
Smallwares $900 to $3,600 | Lump sum. Before | Third party
(Note 10) z commencing. vendors
' operations
o 19,
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monthly gross
profit per Robot

ey coo To Whom.
Eindrures | o AT | el | Whenbie | Pamerist,

R , . eyt : Be Made
Location | Generally, up to | As incurred No later than the | Location owrners
commissions. 20% of Monthly ‘ 10th day of each
(Note 11) Gross Revenue month

per Robot or up ?

to 30% of

Reisi& Irvy's; Inc.
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| Email account. | $0 - $50 As incurred Monthly or Internet service
1 (Note 12) | guarterly provider
| Deposits, $0 to $1,000 As incurred Before Third parties
- permits and commencing
other fees | operations
including food ‘
handler’s license !
_(Note'13)
Insurance $1,450 to Annually. Before Third parties
(Note 14) $7.500 commencing
| operations ‘
Vehicle. $0 to $750 Monthly Before Third party |
(Note 15) ! commencing vendors or |
____ | operations lessors
Customized $0 to $3,000 As incurred Before Third party
Vehicle Graphics ' commencing vendors
{Note 16) .operations
Professional $0 to $1,500 As incurred | Upon demand | Third parties.
{(legal and ‘
.accounting) Fees-
(Note 17)
Opening : : ‘ ,
Inventory $1,000 - $10,000| As incurred As incurred Approved
(Note 18) ‘ | SUppIers
Additional ' -
tF_L# rg?;’:;;?;s L‘——m As incurred As incurred Various
(Note 19) |
Total (Note 20) "$$—‘—139 950to
1,114,150 |
|
|
20,
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All amounts shown in this table are estimates only. Actual .costs will vary for each franchisee.

depending on a number of factors. Payments made to us or our affiliates are not refundable

except as described below. We are not able to represent whether or not amounts that you pay:

to third parties are refundable.
{

l
NOTES TO ITEM 7:

|
Note 1: The Initial Franchise Fee is $5,000. pc[ar Robot. The low cost in the range
represents the purchase of 32 Robots, and the high cost in the range represents the: purchase
of $220 Robots. ~

Note 2: When you sign your Franchlse Agreement, you agree to purchase 2, 3,6, 9, 12 or
1220 Robots from a supplier designated by us (which may beus, our affiliate, or an unafﬁllated
third- party distributer or purchasing agent), and the purchase price. fanges from
$42,5004,40,000 to $58;80052,500 per Robot, plus .applicable sales tax. The low eost in the
range represents the purchase of .3 Robots, and the high cost in the range represents the
purchase of 12 Robots.

Note 3: ~You will pay-a deposit equal to 40% of the total purchase price. for the Robets
and Location Procurement Fee at the time you sign your Franchise Agreement. You will pay the
outstanding balance in pro rata portions within 72 hours after we procure a Location for-one or
more of your Robots untii we have procured jall Locations. for all the Robots you have
purchased. Within 120 days after we secure a Location for a Robot and you have: paid the
outstanding balance for the Robot and the balance due on the applicable Location Procurement
Fee, our distribiitor will deliver the Robot to that Location. You may elect to pay the purchase
price in full when you sign your Franchise Agreement.

22

2018 10 Franchlse Disclosure Document
1202:005.01 54 WA



Note. 5: You will be billed for and pay us a Location Procurement Fee of $2,500 per Robot.

However, if you secure Locations for Robots without our assistance (but ‘with our prior
approval), you will receive a credit in the amount of $2,500 per Location that you procure
without our assistance. The Location Procurement Fee is not otherwise refundable:. The low cost
in the range represents the purchase of 32 Robdts, and the high cost in the range represents
the purchase of 3220 Robots. )

Note 56: You must attend training at a Iocatlon we determine (currently at our corporate
headquarters located in San Diego, California). If you send more than two persons to attend
training, we will charge you our current additional training fee (currently $250 per person per
day) for each additional individual. You are respon51ble for paying all expenses incurred by you
and other individuals you authorize to attend tralmng The amount of travel, lodging and other
travel related expenses you incur will depend on the number of persons who attend training
and the distance you must travel to the training Iocatuon (See Ttem 11).

Note 67: You will need adequate storage spa‘ge for the products used to stock your
Robets, including refrigerator/freezer space. You may 'store your inventory at your Locations.or
you can lease a storage facility from a third party. In either case, your storage areas must
comply with any applicable. health reg’ulations Your storage arrangements must net violate any
applicable laws, rules, regulations, or zoning restrictions and must conform to our storage
requirements: If you lease storage space, your costs rmay vary considerably depending on the
size, condition, and location of the leased storage facility, local building and fire code.
requirements, and requirements of the lease. You will also need access to a location where the:
products can. be deélivered and the. location must be acceptable to the product suppliers and
distributors.

Note 78: The Robots require 220v/30A electrléal service; so if a Location doesnt have
220v/30A service, it must be upgraded to allow for 220v/30A servicé. We estimate that the cost,

of electrical upgrades to 220v/30A service ranges from $500 to $2,000 per Location, but in.
exceeptional cases (such as when the electrical service panel is far from the proposed Location:
for the Robot), the cost for a particular Location may be higher. In some instances, a Location

owner may require the use of its approved electricians. The range in the table above reflects a
low estimate of $1,560000, which contemplates 32 Locations: upgraded to 220v/30A service at
$500 per Location. The high estimate of $2440,000 contemplates $220 Locations upgraded. to
220v/30A service at $2,000 per Location.

Note 8:———9: This estimate includes a portable freezer/cold storage unit (ranging from $300.to
$1,000 if purchased new; less for used) for your\vehlcle and also a top freezer refrigerator for

onsite storage; a maintenance: cart, a mobile telephone, computer equipment (approximately

2$300 to $1,000, as described in Item 8), a printer, a fax machine, and uniforms for you and
23
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your employees._We offer.a cleaning ca

Note 9-10: You will heed to-obtain certain smiallwares (such as bins, pans, buckets, scoops,
carts, and other mlscellaneous items) to operate your business:

|
Note $811: You will pay a percentage of the Monthly Gross Revenue you obtain from your
Robots to the owners of the Locations where your Robots are located. Alternatively, in some
cases, you will pay up to 30% of the monthly gross profit you obtain from your Robots to the

owners. of the Locations where your Robots are located. We generally offer the owners. of the

Locations fixed Location commissions of up. to 20% of Monthly Gross Revenue per Robet or
30% of the monthly gross profit per Robot. However, those percentages could be higher than
20% of Monthly Gross Revenue -or 30% of monthly gross. profit depending on a specific
Location owner’s demands and other factors; such as the service and maintenance: obligations

assumed by the Location owner. If the owner of a proposed Location notifies us that the owner

seeks to charge you .a commission greater than 20% of the Monthly' Gross Revenue or greater

than 30% of the monthly gross: profit of the Robot(s) to. be installed at the proposed Location,

we will notify you of the proposed commission rate before you visit the Location and you may

consider this facter when determining whether to accept the proposed' Location. Your failure to

object to the commission rate ‘within 7 days of your receipt of the proposed commission rate
will be deemed your acceptance of the proposed commission rate:

Note 11312: You will need to obtain and maintain: an email account:to send and receive email.

Note 4#213: This estimate includes amounts for security deposits, utility deposits, business
licenses, permits, health permits' and food handle||"s licenses; and other. prepaid expenses.

Note #314: This is the estimated cost for you to obtain and maintain the required liability
insurance and product insurance. The estimate above assumes' you already have automobile
Irabrhty msurance However |f you. do not already have automoblle |labl|lty msurance you will
lnsurance varies based an the type of vehlcle you have your Iocatlon your dnvrng record, and
other factors. In addition, in some cases a Locatron owner may require you to obtain insurance
with coverage amounts that exceed the minimums established by us.

Note $415: Unless you already own or otherwise have aceess to a small sports utility vehicle,
hatchback car, or. other mrdsrze or Iarge vehrcle you will need to acqurre a vehlcle to transport
whether you own or |ease your vehlcle Our estimate is Jbasedon lease. pnces for midsize or
large.vehicles. If you purchase a vehicle, your costs will likely be higher.

Note 4516: This estimate is for optional signs for your vehicle (which may be in the form of a
vehicle “wrap”). The price of a wrap varies widely based on the make and model of your
vehicle. In, limited instances, such signs may be required to obtain access to some of your
Locations.

Note #617: You may ‘incur costs to obtain advice from legal or other professional advisors
related to establishing 'your franchise business, such as forming a legal entity (such as a
corporation, partnership or limited liability company).

Note #718:  This estimate represents the cost,of product inventory for 32 Robots on the low
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-end and 4220 Robots on the high end (at -approximately $500 per Robot). You must purchase
your inventory of products from our designated supplier.

Note 1819: We are required to disclose an estimate: of all costs and expenses that may be
incurred in: the initial phase (first three months) of your franchise business operations (other
than these specifically listed in the table). The| amount of additional funds will vary’ among
franchisees based on. a variety of factors, including the' number of Rebets you purchase, the
number of employees you hire (including salaries and the cost of benefits you may provide), the
extent: to which you will be actively' involved in your business’s operations; your skill,
-experience, business acumen, and credit rating; how well you comply with our recommended
systems.and procedures; local competition and economic conditions (including rent and wages);
the cost of supphes, and the actual sales levels that you achieve during the initial three-month
period: Our estimate does not include any: salary for you.

The additional funds are in addition to cash ﬂoi/v from operations. We cannot estimate: your
cash flow. You should not assure that ¢ash ﬂow from operations after the first three months
will necessarily be sufficient: to pay: all of your operating expenses. We. do not predict your
break-even point or when you might reach it; you must investigate and make your own
calculations. In addition, the -estimatés presented relate only to: costs associated with the
franchised business and do not' cover any personal “living” or .other expenses. We have relied
on our and Robofusion’s business experience along with FHV's. experience in the vending
machine industry to.compile these estimates.

Note $920: You should review these figures carefully With your professional advisors, including
financial and legal advisors, before making any decision to purchase a franchise. The amounts
may vary based on your geographic: location. You should consider the costs of each of the
itéms described in this Disclosure Document in your city, state, and/or country. Feés or costs
due to any other entity are subject to the terms! established in their agreements. Inflation,
discretionary expenditures, fluctuating interest rates and other factors may affect your actual
costs to commence operating. your franchise: business. You are responsible for: all .costs and
variances from the estimated costs in this Item ‘7, or variances from: any other estimates we
may provide: The availability and terms, of fi nancmg depend on the availability of financing
generally, your creditworthiness, your available' collateral, and lending policies of financial
institutions. :

Except for the method of payment for the: initial purchase of your Robots (minimum 40%
deposit at the time you sign your Franchise Agreement and the balance due in pro rata portions
within 72 hours after we; procure a Location for one or more of your Rebots until we have
procured all Locations for all the Robots you have piirchased) we do not offer direct or indirect
financing to our franchisees:

You: will be required to purchase or lease certain goods or services: from suppliers that' we
designate;, or from us or an affiliate of ours. In other instances, 'you will be free to select a
supplier, but the goods or services you purchase must comply with specifications that we
éstablish. |
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Robots

You must purchase all Robots from a supplier de5|gnated by us (which may be us, our affiliate,
or an unaffiliated third-party distributor :or purchasing agent). You are responsible for
maintaining the Robots in good repair, either personally or through the services of a third party
(if parts and werkmanship meet our standards| in our Manual). You may putchase parts for
Robots only-from approved suppliers.

Products for Robots

!

In erder to maintain the reputation, continuity, goodwill and. value of our System, we must
-approve all products that you offer for sale in your Robots.. You will purchase yeur ‘initial
inventory of products from 6ur designated supplier from the supplier’s products list approved by'
us as meeting our standards and specifications; (“Approved Products”). We have the right at
any time to add or delete products from the suppller’s Approved Products list. We do not
control the prices, delivery terms. or other terms related to the sale of the Approved Products.
The ‘mix of Approved Products may vary dependmg on where your Robots are located. After
'your initial purchase of Approved Products, you may purchase Approved Products from any
other supplier we approve. If you purchasé Approved Preducts. from our designated supplier,
'you will be required to purchase a minimum amount of products each time you order (currently
$500, but subject to change by the vendor).

Other than as disclosed above, there are. no other products or services for which we: or our
affiliates are currently: the: only supplier.

Approval of Alternative Suppliers

[

You may request in writing our approval of alternative suppliers. We evaluate proposed
alternative suppliers on a variety of criteria, including the quality of their products or services,
price, responsiveness, reputation, timeliness, and:experience, among others. With respect to an
alternative supplier of Approved Products, the supplier must be able to provide products that
are natural and.of the same or equal quality of the Approved Products If we compile any more
speC|f c criteria for approving suppliers, we will make: those criteria available to you. We may.
require that you or the supplier of the alternative products furnish to us, at ho cost to us,
product samples and other information as we may require. We: will notify you of our approval
or disapproval within two business days after we receive any samples or other requested
information. We: do. not charge you to teview, approve or disapprove suggésted products;
however you will reimburse us if we incur any direct expense related to the approval process.
‘We may revoke our approval of alternative suppllers at any time, and we. will netify: you in
writing if we do so.

Standards and Specifications

For -any goods or services that must comply with our standards and specifications, and that we
or an affiliate do not supply directly to you as ‘the sole supplier or for which we have not
approved another supplier, we will provide you with specifications -of conforming goods .and
services, We will issue those specifications in Iwntlng in the. Manual or by other written
communication. We expect to modify those specifications penodlcally, and the method of
notification for the changes will depend on the goods or services in question.
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Uniforms and Other Branded Items

‘We provide: a link at our website to our designated supplier of uniforms and other branded
items. You must purchase uniforms for yourself and your employees from our designated
supplier.

Print Items and Other Marketing Materials

'We provide a link at our website to our preferred supplier of print items. (such as posters;
banners, brochures, and other miscellaneous marketrng materials). So long as they meet our
standards, we cufrently allow you to purchas€ these items from a supplier other than our
preferred supplier, but if you do 'so, you will pay us a fee (currently; $150 per hour) for our
services related to preparing the appropriate files for download and transfer to the supplier-you
have :chosen. We may, during the term of your Franchise Agreement, require you to purchase

these print items only from our designated supplier.
|

Computer Hardware and Software’

We require you to own or have access to a Igp.top or desktop computer system, a mobile
telephone with SMS capability, and commercially available software. The: computer system will
need to be equipped with Ethernet and USB ports: and must support a functioning e-mail
program and address. High-speed internet access is recommended. You can acquire these
products from any source so long as they meet our specifications. All Robots: feature remote
reporting systems that we approve.

Insurance ' ,

We currently require that you obtain and maintain insurance. coverage from a carrier with a
minimum Best’s Rating of A- or other comparable rating. You must obtain the following types
and amounts of coverage: (a) general liability forlnot less than $1,000,000 per eccurrence and
$2,000,000 in aggregate (or such higher amounttas we may periodically designate); (b) product
liability insurance for not less than $1,000,000 per occurrence. and $2,000,000 in the aggregate
(or such higher amourit as we may perrodrcally designate); (c) workers compensation in
ecompliance, with all state and local laws and regulations, and (d) comprehensive vehicle: for not
less than :$1,000,000 ‘or as otherwise set forth in the Manual. In addition, in some cases a
Location owner may require you to obtain msurance with coverage amounts that exceed the
minimums established by us. We may perrodlcally reasonably require. that you obtain insurance
coverage. for other risks. You will provide us with proof of insurance before commencing
operations of your franchise business.

Our Revenue from Purchases

We have negotiated the purchase of Approved: Products from our designated suppliers. We
currently receive rebates from our designated suppliers of Approved Products ranging from 5%
to 24% of the price paid by franchisees for A‘pprci>‘ved Products.

We receive a rebate. of 15% of the purchase pnce paid by franchrsees for uniforms purchased
from our designated supplier.
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During the fiscal year ended June 30, 2018, we recogmzed revenue of $137,029 derived from

the purchase of Robots by franchisees, which IS 90.7% of our total recognized revenue of

2$151,029. Except for this revenue, during the: ﬁ]sca| year ended June 30, 2018, neither we nor

our affiliates recogriized any revenue from requ1red purchases or leases. by franchisees, and we

did not receive any rebates or other payments from any designated suppliers. However, during
the fiscal year ended June 30, 2018, we collected $13,697,306 (net of refunds) in deposnts from
franchisees toward the pirchase of Robots. These deposits, along with any remaining purchase
price balance due; will not be recognized as revenue until the Robots are delivered and
installed.. :

We estimate that your required purchases descrlbed in this Itém represent approximately 75%
of your total costs to establish and operate your franchlsed business.

Purchasing ‘Gooperat:ves and‘.Arrangements

Currently there are no purehasing or distribution cooperatives in our System. We negotiate
purchase: arrangements with suppliers and vendors for the benéfit of our franchisees. We do
not. provide material benefits to franchisees based on ‘their use of designated or approved
suppliers. None of our officers owns an interest in any of the suppliers described in this Item.
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This table lists your principal obligations u;f\der"the franchise and other agreements.
It 'will help you find more detailed information about your -obligations in these
agreements and in other items of this disclosure document.

Obligation

Section in agreement

Disclosure:
document item

a. Site selection and
acquisition/lease

Sections l3.1 and 3.2

Items 11 and 12

b. Pre-opening purchases

Sections 4.1, 8.1, 8.5, 8.8, 8.9
and 8.10

Items 5, 7, and 8.

| c. Site development and other

Sections 3.3 and 4.2 ~ Items 6, 7, and 11
~ pre-opening requirements. ! ‘
d. Initial and ongoing training Section 6. | Item 11
e. Opening Section 4.3 | Ttem 11

f, Fees

Sections 4.1, 5, 6, 7.1, 8.3,
9.2,9.3, 11.2,13.5, 13.6, and
Exhibit B!

' Items'5, 6, and 7

| 9. Compliance with standards
and policies/Operating Manual

Sections:2, 3.1, 3.3, 7, 8:and
10.1

Item 11

h. Trademarks and proprietary
information

Sections 10 and 14.1

Ttems 13 and 14

i. Restrictions on products and
services offered

Section 8161
|

| Ttems 8 and 16

" j. Warranty and customer
' serviee requirements.

‘ ;Sec_tions‘%s.l, 8.2and 8.3

- Ttem 11

k. Territorial Development and
_sales quotas

Sections 3.1, 4.2 and Exhibit A

Item 12 and 16

I. Ongoing product/service
purchases

| Sections i8}.1 and 8.2

Items 8 and 16

m. Maintenance, appearance
and remodeling requirements

Sections 8.3 and 9.1

Item 11
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n: Insurance | -Section 8.5 ' ‘,‘ Ttems 7 and 8
o. Advertising ' Section 9/ Item 11 ‘
p. Indemnification | ‘Section 8.2, 15 Item 6 ‘
g. Owner’s participation/ Section 8.2 Item 15 |
~management/staffing ‘
r. Records and reports Sections 8.6-and 8.7 Item 6 |
s. Inspections and audits Sections 8.6, 8.12 Item17 |
t. Transfer | Section 11 Items 6and 17 |
u. Renewal . Sections 12.2 and 12.3 Items 6 and 17
v. Post-termination obligations | Sections 13.9 and 14.3 Item 17
w. Non-competition covenants | Sections 14.2 and 14.3 Item 17
. Dispute resolution | Section 16 Item 17
: !
|
|

You must pay a minimum deposit equal to 40% |of the total purchase price for the Robots and
Location Procurement Fee :at the time you :sign your Franchise Agreement. You will pay the
outstanding balance in pro rata portions within 72 hours after we procure a Location for one or
more of your Robots until we have procured all Locations for all the Robots you have
purchased. Other than this, we do not offer direct or indirect fi inancing to you or guarantee any
note, lease, or obligation of 'yours in connectien: with the purchase or establishment of your
franchise business..

Except as listed below, we are not requiredto provide you with any assistance.
Before you begin operating your franchise busmelss, we will:

(1)  Designate your territory. (Section 3.1 and Exhibit A of the Franchise:Agreement)

(2)  Although you must arrange for and coordinate the installation of your Robots, we
are responSIbIe for the costs of dellvery and mstallatlon (excludmg any cost for electrlcal

responsrblllty) (Sectlons 4.2 and 5 and EXthIt B of the. Franchlse Agreement)
(3) Provide you. with initial training. (Section -‘6.‘1: of the Franchise Agreement)

4)—Secure Locations for you. We will notify you when we identify a Location, and
you must, within 7 days of your receipt of our notice, visit that Location and notify us of
any physical or' mechanical |mped|ments at the Location which you believe would
prevent the delivery or installation of a Robot at the Location. However, if for reasons
out of ! your contyol, the owner of & Location prohlblts you from visiting a Location during
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(%) the 7-day review period described in the preceding sentence, we may extend
the time for you to review the Locatlon (Sections 3.1 and 3.2 of the Franchise
Agreement) '

(5) Lend you a copy of, or provide access to, our Operations Manual and Guide, and
any other written directive related to the System, as periodically amended; and iincluding
all bulletins, supplements and ancillary: and written directives we m,ay periodically
establish (collectively, the “Manual”). The Manual contains our standard operational
procedures;, ‘policies; rules, and regulat|ons with which you will comply: (Section 7 of
the Franchise Agreement) |

During the operation of your franchise business, we will:

‘,'("‘1) Provide you. with a limited, one-ycl.ar warranty on each Robot (Section 4.1(c) of
the Franchise Agreement)

(2)  Collect all. monies from electronic. sales (e.g., debit card, credit card and other
electronic transactions) at your Robots. By the 10th day of each month, we will send
you a statement identifying the amount of Royalties due for the preceding month along
with any other amounts then due and owing to us. We will retain the Royalties and any
other amounts due and owing to us and pay'you any remaining funds. by a payment
method elected by us, such as by check, wire transfer, or electronic funds transfer.
(Section 5.6 of the Franchise Agreement)

(3)  Provide refresher and additional tralnlng courses for you ‘and your employees or
representatives. (Sections 6.2 and 6.3 of the Franchise Agreément)

4 Provide you with revisions and 1updates to our Manual. (Section 7 of the

Franchise Agreement)
Advertising Policiés ‘
We do not maintain, and you do not con'tributfe, to, an advertising fund. Without our prior
‘written approval, you may not use your own advertising. You must display on your Rebots only
graphics, advertising and signage specified and, approved by us in the Manual or by other
written directive. You may not engage in any advertlsmg or promotional activities of your
franchise business, such as affixing any advertising materials. to ‘any Robots or creating banners,.
posters, advertisements placed on any Online Presence (defined below), er brochures. without
our prior written consent. :
We provide a link at .our website to our preferred supplier of print items: (such as posters,
banners, brochures; and other miscellaneous marketing materials). So long as they meet our
standards, we currently allow. you to purchase lthese items from a supplier other than our
preferred supplier, but if you do so, you will pay us a fée (currently, $150 per hour) for our
services related to preparing the appropriate files:for download and transfer to the supplier'you
have chosen. We: may, 'during the term of your Franchise Agreement, require you to purchase
these print items enly from our desigriated supplier.

Except as approved by us: in writing or in the Manual, you may not develop, maintain or
|
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authorize any website, domain name, email address_, social media account, user name, other
online presence or presence on any electronic medium of any kind (collectively, an “Online
Presence”) that mentions your business; links to any franchise system website or displays any
of the Marks or engage in any. promotlonal or sumllar act|V|t|es whether dlrectly or |nd|rectly,
yeur busmess, you WI|| develop and maintain such Onllne Presence only in accordance with our
guidelines, and we will own the rights to each such Online Presence.

There is. no advertising .council currently existing to advise us en advertising policies. There are
no local or regional advertising cooperatives. There are no other advertising funds to which you
must contribute.

Computer System and Equipment

Hardware. You will need to own or have access to a laptop or desktop. computer system and
commercially available software. The. computer system will need to be: equipped with Ethernet
and USB ports and must support a functioning e-ma|I program and address. (Section 8.8 of the
Franchise Agreement). High-speed internet access i§ récommended. The approximate cost to.
purchase or lease this type of computer system is between $300 and $1,000. You will also

need to own a mobile telephone with SMS capacity. The estimated cost to purchase or lease

this. eqmpment is approximately $30 to $40. You will pay for ongoing maintenance :and repairs

to 'this equipment, as well as any upgrades or updates we reduire, which we estimate will cost
you approximately $250 to $500 ‘annually. There is no contractual limitation on the frequency

and cost of such obligations (Section 8.8 of the Franchise Agreement). We are not required to
assist you with buying, maintaining, repairing, upgrading, or updating this-equipment.

Software. All Robots feature remote reporting 'systems that we approve. You will provide us

with direct, independent, and uninterrupted access to your Robots’ reporting systems, computer
systems, and the files stored in your Robots at all times and via any means we specify. You
may not interfere with, turn off or disable the remote repoiting system at any time (Sections

8.7 and 13.2 of the Franchise. Agreement). We. typically access sales ‘and inventory information
from your computer system, but we reserve the right to access any data contained on your
computer system. There are no contractual limitations on our right to access thisinformation.

!

Securing Locations for'your Robots l

We anticipate that all of your Robots will be located, and you will be ready toe commence.
operations of your franchise business, within 120 to 420 days from the date you sign the,
Franchise Agreement. This range depends malnly on the numiber of Robots you purchase and is:

subject to the extensions described below and to you providing us with proof of insurance. We

will secure Locations for your Robots (both mltlal and any. additional Robots ‘you. purchase)
within:

(@) 120 days after the Location Procufrement Board Date (defined below) for the. 1st,

2nd, and 3rd Robots that you have:purchased;

(b) 121 to. 180 days after the Location Procurement Board Daté for-the 4th, Sth, and
6th Robots that you have purchased; \
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(©) 181 to 240 days after the Locatlon Procurement Board Date for the, 7th, 8th, and
9th Robots that you have purchased; and

(d) 241 to 300.days after the Location. Procurement Board Date: for the 10th, 1ith,
and 12th Robots that you have purchased.

The “Location Procurement Board Date” is the date that we first: niotify you that we: have
assigned. a ‘territory manager to 'your Territory and the territory manager has begun. actively
working to secure Locations for your Robots.

We: may automatically extend the amount of time:!to secure Locations for your Robots for:

(@) 60 days if we encounter events Or condntlons beyond our controi for instance,

to any other extenSIons we are p_ermltted

(b 60 days, if you reject one or more Locations we have secured that otherwise
meet our site criteria and requirements for Locations as described in our Manual (which
'may be modified periodically), which is. in addition to any other extensions we are
permitted; and

©) 30 days, or such longer time period necessary, if we have been unable to secure
the requisite number of: Locations because: of your interference with the process, lack of
response, default and/or other mlsconduct which'is in addition to any other extensions:
‘we are permitted.

DeSpite the time estimates described above, so long as we are making reasonablé efforts to
continue to secure Locations; you are not entitled to terminate your Franchise Agreement or'
make any claims against us for damages..

We will secure Locations for your Robots, but we do not own or leasé the Locations, We: will
notify you when we. have identified a Location that meets our site criteria andyou must visit the
Location within two business days of our notice to you. You may suggest Locations for your
Robots, but you may not enter into any location :agreement with a Location owner unless you
have' obtained our prior written approval of a proposed Location. We will approve or
disapprove any Location you suggest within a reasonable time (typically 5 business days) after
we have received all of the information we require to assess whether or not the Location meets:
our site criteria as described in the Manual, including zoning requirements,. demographlc
information about the surrounding area, minimum daily foot traffic, traffic patterns and. visibility
of, and access to, the Robots.

1If 'you reject any Location that satisfies our site icriteria, the Location will still be counted as. a
secured Location for purposes of satisfying our obligation to secure Locations for your Rebots.
(Section 3.1 of the Franchise Agreement)

You may not relocate any of your Robots until [all of your Robots have been purchased :and
installed (Section 4.3 of the Franchise Agreement) and you must complete our initial training
before 'your Robots are ‘installed (Section 6 of the Franchise Agreement). You will fulfill your
obligations under the location agreements w1th the Location owners (Section 3.3 of the
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Franchise Agréeement).

The time period between signing your Franchise Agreement and commencing operations of
your franchise: business depends on a number of factors, including the time it takes to obtain

and install your Robots and, other equipment and signs, and to hire and train your support staff

(if any), delays in obtaining necessary licenses and permits or a suitable storage facility, and
your genetal business: capabilities. With respect to each Robet, you are responsible. to.arrange;
for and coordinate the installation of the Robet. by the distributor of the Robot at the Locations
within a reasonable time after delivery of the Robots, which in no evént can exceed 7 business
days after delivery. (Section 4.2 of the Franchise Agreement) You must complete your initial
training to our satisfaction at least 10 days b,efor.;? you begin operating your franchise business.

Manual and Product List
The instructions for operating your franchise buSi:ness are contained in-our Manual, The Manual

contains our standard operational procedures, policies; tules, and regulations with which you
must comply. A copy of the Table of Contents of our Manual, which has 109 pages, is: attached

as Exhibit D to this Disclosure: Document, |

Our product suppliers maintain a list of products that you are permitted to sell in your Robots,

‘which is periodically subject to change. Upon request, you may review the current list of

products before signing your Franchise Agreement. We may transmit updates. of the Manual

and its policies. and procedures via e-mail :or through a website. portal. (Section 7 of the

Franchise Agreement)

‘Training )

|

.After you sign the franchlse agreement and before your Robots are mstalled you WI|| attend our

the Franchlse Agreement) Currently, our |n|t|al tralnlng program Iasts for twoe days. If elther

you or any of your employees or representatives does not, in our sole Judgment successfully
complete the training course, we may terminate your Franchise Agreemient (Section 13.3 of the
Franchise Agreement). You will pay for all of your and your personnel’s expenses to attend any
training program, including travel, lodging, car rlentals, meals, and the wages of any person
attending trammg (Section 6.5 of'the Franchise.Agreement).

We will conduct initial training for two persons at no cost to you. If you would like to have
additional individuals attend the initial training program, yeu must pay us an additional training
fee (currently $250 per person per day) for each additional individual (Section 6.1 of the
Franchise Agreement). We generally conduct the initial training program on. an as needed
basis, but no less than five or six times per year. The current initial training program; which
may change periodically, is as follows;
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TRAINING PROGRAM 4
9 .. Subject Hours of Hours of Ony.| o Location 4.
1CIassrqomf the-Job Training |
Training |

"The Brand and Experience 1hour ! 0 hours Our corporate
Product and Equipment Training |1 hour 5 hours headquarters;
Product Features and Benefits | 1 hour | | 0 hours currently located in
Food Handling and Safety 1 hour 1 hour | San Diego,
The Role of the Franchisee 05hours .| 0 hours | California, In

Human Resources 0.5 hours | 0 hours ";fadc:"t.'on'" some.

, — — —— { training currently

Product and Supply Ordering 0.5 hours . 0 hours occurs online. |
Vendor/Supplier Presentation 0.5 hours. 0 hours. :
Business Management 1. hour 0 hours

Financial Management | 1 hour 0 hours

Guest Service Training 1 hour 0 hours
Sales and Marketing |1 hour 0 hours

~ TOTAL B 10 houfs | 6 hours - . ' "

leolas erght our Vice: Pre5|dent Operatlons and addltlonal R&I management and staff will

expenence in the subJects taught

You must complete your initial training to our satisfaction at least 10 days before you begin
operating your franchise business. ‘Our primary mstructlonal materials .consist of our Manual,
our Robot menus, and discussions. l

Additional and Refresher Training

We may require you and/or your employees or representatives to attend -additional or refresher
training courses, or participate in similar continuing education programs. These additional
courses may address new or modified procedures or address other operational aspects of your
franchise business. You will pay us a training fee (currently $250 per person per day) for
additional and refresher training programs, which will defray our direct costs for training
materials, travel expenses (if any), and facility expenses. We may require you to participate in
webinars, but will hot charge you for your participation. You will pay for all -of your and your
personnel’s expenses to attend any training program, including travel, lodglng, car rentals,
meals, and the wages of any person attendlng training (Section 6.3 of the Franchise
Agreemient).

Remedial Training l

We may provide you with a remedial training program if we determine that you are not. in
compliance with the terms: of your franchise agreement. These courses will focus on. areas that;
need improvement for that particular ftanchisee. You will pay us a remedial training fee
(currently $1,000 per person per day) to cover our costs for training materials, our travel
expenses, and our facility éxpensés for the remed||a| training program, whether or not you
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) | .
(personally) attend the remedial training program. You will pay all expenses of you and your
attendees related to remedial training, including travel; lodging, car rentals, meals, and the
wages of any person attending training (Section 6.2 of the Franchise Agreement).

Franchisee Conference

We may hold an annual franchisee conference for all Réis & Irvy’s franchisees. You are not
required to attend the franchisee conference, but if you elect to attend you will pay: us $500 per
person to cover our costs for presentation materials, travel and facility expenses (Section 6.4 of
the Franchise: Agreement).

IERRITORY

At the time you sign 'your Franchise Agreement, we will agree with you on the Territory in which
all of your Robots. will be located and it will be described in Exhibit A to your Franchise
Agreemernt. Based on our experience in securing Locations ‘for Robots, we will estimate the
number of potential Locations that are available in your Territory by reviewing a number of
factors, such as zip codes, population density and demographlcs, however, wé do not use any
specific formula or sét of Griteria to make this determination. Your Territory will generally be an
area within @ minimum radius of 25 miles from your home or another central location you and
we designate, but may be smaller in metropolitar areas.

Territory and Right of First Refusal

ou_purchase 20 Robots you will

competltlon from other Rels & Irvy's franchlsees, Robots ‘we or our affiliates. own and operate,
or from other channels of distribution or competitive brands that we control.

Réis & Invy's, Ine,
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Subjec to any exclusive rights or a right of first refusal, we expressly reserve the right to: (a)
own, acquire; establish, andjor operate, and licénse others to establish and operate, Robots at
any location within and outside of 'your Territory; (b) own, acquire, establish; and/or operate,
and license others to establish and operate; businesses under other proprietary: marks or
systems, whether those businesses are the same, similar, or different from your franchise
business, at -any_location inside or oltside of your Territory; (c) license others to sell or
distribute any products or services that bear any proprietary marks, including the Marks, at any
designated location, whether inside: or outside of your Territory; (d) produce, license, distribute
and market Reis & Irvy's-branded products, clothing, souvenirs, and novelty items through any
outlet (regardless of its proximity to your franchlse business) including grocery stores,
supermarkets, and convenience stores and through any distribution channel, at wholesale or
retail, including by means of the Internet, mail order catalogs, direct mail advertising, and other
distribution methods; (e) own, acquire, establish, and/er operate-and grant others the right to
develop, own, operate, and grant franchises and licenses to others to develop, own, and
operate other methods and alternative channels of distribution urider:different marks or utilizing
the Marks and our licensed methods, including toll-free telephone numbers, domain names;
URLs, on-line computer networks and services, the Internet, kiosks, robots, vending machines,
carts, concessions, satellite units, other moblle remote, limited service, or non-pérmanent
facilities or other retail operations as a part of Iarger retail venues. such as department stores;
supérmarkets, shopping malls; -or in public areas. such as amusement parks, airports, train
stations, public facilities, college and school campuses; arenas, 'stadiums, hospitals, office
buildings, convention centers, airline termlnals, and military bases; and (f) engage in all
activities not prohibited by your Franchise Agreement We are not required to pay you any
compensation if we exercise any of these rights. | '

' - 6ry—However, you may not solicit or accept
orders through alternatrve channels of dlstrlbutlon such as the Internet, catalog sales,
telemarketing, or other direct marketing, whether inside or outside of your Territory, without
our written approval. There are no restrictions' on your or our respective rights to solicit or
accept business and you and we are free to advertise or solicit business in any geographic area;
including in your Tefritory. We.do not need to compensate you if we solicit business in your
Territory.

" Purchase.of Additional Robots {

‘ els&lmg s;.Inc.
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With our approval, you may buy additional Robots at any time during the term of your

‘Franchrse Agreement We erI secure Locatlons for any addltlonal Robots you purchase wrthrn

purchased If we receive a request for additional Robots at a specrf‘ c site (for mstance a
particular building on. a school campus, but ‘not to be defined as the entire school campus)
where you aIready have one or more Robots installed, we will first offer you the opportunity to
purchase the additional Robots. If you do not purchase the Robots, we will permit another
franchisee to operate the additional Robots at the Location. Other than your rights to purchase

additional Robots described above, you do not have any other aptions, rights of first refusal, or

similar rights to acquire additional franchises.

Relocation of Robots

You may net relocate any of the Robets you initially purchase until all of them have been
installed. You may relocate Robots if you obtain our prior approval of the hew Locations for the

Robots. The criteria we use in determining whether t6 allow you to relocate your Robots are:

the same criteria we use in approving Locations (such as population density and

demographics). You are; responsible for all costs:associated with the relocation of your Robots,

including the physical relocation of the Robot from its original Location to its new Location and
installation of .electrical service, and you ‘will have to pay us a relocation fee. ' We will secure.

new Locations for your Robots within the same timeframes and subject to the same extensions
of time, as the Robots you initially purchased. '

|
As a franchisee, you are licensed to use and dlsplay the Marks for the duration of the Franchise

Agreement, but only for the operation of your' franchised business. You may. not license or

_ sublicense any trademarks, service marks; trade names; logotypes; or commercial symbols
owned by us or our affiliates. We may require you to use this name with. other words or

symbols. We may-also permit you to use other trademarks we own or license in the operation,
of your franchise business.

The following Mark is registered on the Prmcrpal Register of the United States Patent and
Trademark Office ("USPTO"):

Registration Number Regrst»’r% gE\ te

' May 13 2014

"REIS & IRVY'S 4530264

}
!
All required affidavits have been filed. ;

‘You must follow our rulés when you use the Marks. You carinot use any of the Marks as part of

the narme of your corporation, partnership, Ilmrted liability company, of ether entity, or with any
prefix, suffix; or other medifying words, terms, designs; or symbols. You may not use the
Marks for the sale ‘'of an unauthorized product or service or in a manner we; have not authorized
in writing. You may not use the Marks with any @nllne Presence.
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We are not aware of any currently effectlvel material detefminations of the USPTO, the
Trademark Trial and Appeal Board, the trademark administrator of any state or any court, or
any pending infringement, opposition, or cancellation or any pending material Iltlga,tnon
involving our principal trademark. }
Under an: Intellectual Property License Agreement dated December 29, 2016, GNFB granted to
us the right to use and to permit others to use the Marks. The term of the Intellectual Property
License Agreement is for 99 years starting on December 29, 2016. GNFB may termihate the
Intellectual Property License Agreement if we materially breach the terms of the agreement or
cease to be an affiliate of GNFB. If we were ‘ever to lose our rights under the Intellectual
Property License Agreement to the Marks, GNFB must allow our existing franchisees to maintain,
their rights. to use the Marks through the. terms of their franchise agreements, including any.
renewal terms. Other than the Intellectual Property License Agreement, there are no
agreements currently in effect which limit our nght to use or license the use of any of the Marks
in @ manner-that is material to the:franchise.

We have not conducted an exhaustive search of users: of names which may be the same or
similar to the Marks and we may not be able. to prevent their continued use, particularly in
cases where their use predates our federal trademark and service mark regnstratlpns There
may bé uses of marks similar to the Marks by prior users of ‘which we are unaware.

You do hot acquire any ownership rights in the Marks or the geodwill attributed to them. You
may not challenge GNFB's ownership of the Marks: or our right to use and license the use of the
Marks, or assist. anyone else in doing so, and you may not acquire any similar or identical
trademarks.

You will use the Mark "REIS. & IRVY'S” without any suffix or prefix attached. to it°to identify your
franchise business. You will promptly notify us if you learn about.an infringement of the Marks
or a challenge to your use of the Marks. We may take any action we deem appropriate to
protect and defend the Marks and the Ilcensed methods or take no ‘action. If we institute
litigation or elect to defend an action, you will cooperate in any action if we request you to do
so.

We agree to indemnify. you for costs and expenses arising from any claims against you that
your use of the Marks infringes on any third partys alleged trademark. We: have the sole right,
but not the obligation, to control any Iltlgatlon mvolvmg the ‘Marks and to compromise or settle
any claim, in our discretion and ‘at our sole cost 'and expense, using attorneys we choose, and
you will cooperate fully in defending any claim. You may participate, at your own expense, in
the defense or settlement. You may not make any ‘demand against any alleged infringer,
prosecute any «claiin, or settle or compromise any claim by ‘a third party without our prior
written consent. In the. Franchise Agreement, you agree not to contest, directly or indirectly;
GNFB's ownership, right, title, or interest in the Marks, or contest GNFB's sole right to register,
use,. or license others to use the Marks. r
|

Periodically; in the Manual-or in directives or supplemental bulletins, we may add to, delete, or
'medify any or all of the Marks.

You will modify, replace, or discontinue the use o;f any. of our Marks if we require you to do so.
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You will pay for the expenses you incur to comply with our requirements (e.g.; changing signs,
and destroylng or recalling advertising and promdtional items).
t

. IEM1s
PATENTS, COPYRIGHTS AND PROPF

The Robots are manufactured using -Certain patented technology currently owned by GNFB,

including the following patents:

Patent Number|  Duration of Title T Typeof | TIssued Date
‘ Patent ‘ Patent )
8,989,893  Expires Nov. 12, | Méthed and apparatus | Utility March 24, 2015

;\20’30 (20 years | for dispensing frozen | patent
from filing date |:.confectionery

of Nov. 12,
2010)
7,896,038 Expires.Jan. 31, | Method and apparatus| Utility March 1, 2011
1 2027 for dispensing frozen | patent

confectionery |

You do not receive any rights to these patents through the Franchise. Agreement or by
purchasing the Robots. We are not aware of any prior superior rights or ‘infringing uses that
could materially affect your use of the patented technology used in the manufacture iof the
Robots.. |

|
In addition, you ‘can use the proprietary information we periodically provide 'you for the
operation of your franchise business, including our Manual and other written materials.
Although we have not filed an application for- copyright registration, copyrlghts that. are material
to the franchise, we claim copyright protection for the Manual, artistic desighs; word
combinations, and other materials that we license you to use, other proprietary information and
publications we own or have acquired under I|cense from a third party, and all of our operating
procedures, which we consider our proprietary mtellectual property.

There are no infringing uses actually known to us that could materially affect your use of the
copyrights; trade secrets, processes, methods, procedures or other proprietary information

described above. There aré ho agreements currently in effect that limit-our rights to use or

license the above-mentioned proprietary information in any'manner.

You must notify Us if you learn about an infringement of or challenge to. your use of these.
copyrighted materials. We may take any actlon we believe appropriate if a third party is

infringing on any of ‘our copyrights.

We will provide you with information that is éonﬁdential, proprietary, and constitute trade

secrets. Examples of this type of infoermation. include knowledge of the system and the
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technology, concepts, or results relating to new vendlng technology, sources and suppliers of
equipment, suitable sites for Robots and, in general, methods, location service. agreements;
techniques, formulas, formats, specifications, standards, procedures, know-how, information
systems, forms of agreement and -actual agreements such as those providing for Locations ‘of
Robots, and ‘the entire. contents of the Manual. You must maintain the absolute confi identiality

of all of ‘this information during and after the term of your Franchise Agreement. You may' not

use any of this information in any other business or in any manner not specifically authorized or

approved in writing by us; or make copies of thei information, or divulge the information to any

other person except as we permit. You may be required to obtain a signed confidentiality

agreement (in. a form we provide designating us as a third-party beneficiary: of all covenants:

with the independent right to enforce them) from any other person involved in your franchise
business who will have access to any of our confidential information or trade'secrets.

You will directly supervise: the operation of your franchise business. If you are.a corporation,
partnership, limited liability company,. or other Iegal entity, at least one of your owners must
directly supervise the business. We must approve any person employed by 'you to. perform any
of your obligations to us or to your customers, and we may. require you to have that person
complete our initial tra|n|ng program at your eéxpense and sign a non-disclosure and non-
competition agreement in 'a: form acceptable to: us

If you are a corporation, partnership, limited liability company or other entity, we will require all
of yourowners to sign a guaranty of your obllgat|ons under your Franchise Agreement-and your

owners’ spouses may be reduired ‘to consent to the guaranty. Your officers, directors,.

executives, members, managers, 'shareholders, partners, employees, and owners must sign a
non-competition agreement with, and in a form acceptable to, us.

You are not required to grant an equity interest in your franchise business to any of your
employees or managers, and these individuals do not need to -own any minimum equity in you
if you are a business entity.

In order to. maintain the reputation, continuity, goodwrll and value of our System, you may: only

offer products and services at a Robot that we approve Typically, these products will be those
listed on our vendor’s product list. You must sell only goods and services that we approve. We
may change the types of products and services’ requnred to be offered at a Robot at any time

and there are no limits on our right to do so. You must discontinue selling and offering for sale

any products or services that we disapprove at any time. We have the right to add additional
authorized products and :services that you are required to offer. There are no limits on our right
to do so. We do. not restrict the customers to whom you may sell approved products and
'services.

Reis & Irvy's, Inc:,
2018 10 Franchise Disclosure Document
1202.005:010/249542.7



THE FRANCHISE I*RELA‘TIONSHIP‘

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

document.

Prowsnon
@

|Section in franchise T
or other agreement

Summary

a. a—Length of the Section 12.1 10 years
franchise term , '
b. Renewalor ‘Sections 12.2 and | Successive 5-year renewal terms

extension of the
term

12.3

|
|

c. Requirements for
franchisee to renew
or -extend

"Sections 12.2 and
12.3

Sigh the then-current franchise agreement (which
'may contain termsand conditions materially
dlfferent from those in your previous franchise
agreement); be in goed standing; pay the $5,000
renéwal fee; sign a renewal addendum, which
contains a general release (our current form of
which is attached as Exhibit I to this. Disclosure
Document); provide us notice; of your intent to
renew.

d. Termination by Section 13.1 Only if we default and fail to cure within 30 days
franchisee (or more days if 'we cannot reasonably cure in 30
o ) || days and are diligently -continuing efforts to cure).
| e. Termination by None | Not.applicable.
franchisor without,
cause

f. Termination by
franchisor with causel

Sections. 13.2 and
13.3

We can terminate. if you default'or if events.

_described in (g) and (h) below occur.

g. “Cause” defined =
curable defaults

Sections 13.2 and

13.3

5 days to provide proof of insurance or notice of

change of address; 10 days. to:cure. monetary

*defaults 30 days to cure any other default of your

franchise agreement; other than those described in
(h) below.

Rels & Irvy's, Inc.
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" Provision

Section in franchise
or other agreement

Summary

h. “Cause” defined —

non-curable defaults.

" |'Sections 8.3(d),

13.2,17.19

Receipt; within a 12-month period, of 2 or'more
documented and verified complaints from a
Location owner that remain unresolved; insolvency,
assignment for creditors, bankruptcy; material
misrepresentation or omission in application. or
report; felony -convictions or involvement in
conduct that reflects unfavorably on the system;
violation of transfer restrictions; breach. of any
other agreement with us; unauthorized use of
Marks or'trade secrets; réceipt of two or more ‘
notices of default in any 12-month period, whether
or not you correct those defaults; suspension of or
termination of any license or permit; failure to
stock, service, or'operate any.: of your Robots for 5
or more consecutive days; violation of non-
compete covenants; loss of right'to service a
Robot; understatement of any payment to us by
2%:or more, or understatement of any payment
due to us in any -amount, twice in any two-year
period; failure to provide proper access: to the.
Robot statistics at any time; continued violation of
any health, safety;, or sanitation law that presents a
health or safety hazard to customers or the: public;
default of your franchise agreement or any other
agreement that is incapable. of being cured;
violation of anti-terrorism laws.

i Franchisee’s
‘obligations on
termination/non-
renewal

Section 13.9

Pay all amounts.owed to us; remove all Marks from
Robots and return all materials containing the.
Marks; cease identifying yourself as a franchisee. or
former franchisee; cancel all fictitious or assumed
names related to the: Marks; comply with
requirements in the Manual; cease to use any
items associated with the franchise system or our
trade secrets and return the Manual all confidential
matenal remove all products from Robots; cease
usmg any Online Presence related to the Marks and
disable or transfer the Online Présences to us;
comply with post-termination non-competition
covenants. '

j. Assignment of
contract by.
franchisor

Section 11.4

No restriction on our right to assign.

eis. &.1 Inc.
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“Provision [Section in franchise Summary
3 _ |or other'agreement| . - .
k. “Transfer” by Section 11.1 Includes any voluntary or involuntary, direct or

franchisee—defined

indirect, assignment, sale; division, encumbrance,

hypothecation, mortgage, pledge, or othertransfer |

of the: Franchise Agreement, any-interest in the

FranChise Agreement, any interest in your franchise.

busmess or substantially all of its assets, (including

any of the Robots), or, if you are an entity, any
interest.in you.

|. Franchisor approval
of transfer by
franchisee

| Sections 11.1 and
'11.2

We must approve any assignment or transfer.
Approval will not be unreasonably withheld.

m. Conditions for
franchisor approval
of transfer

‘Section 11.2

You must be current in-all obligations to us and all
Robots must be installed; the proposed transferee
must meet our qualifications (including beinga
U.S. citizen or lawfully able to live and own a
business in the United States, or other such
territory, and be fluent,in English) and must
complete training to our satisfaction; the sales
price must net, in our judgment; be unreasonably
high such: that the proposed transferee is unlikely
to satisfy its obligations; you and the transferee
must sign a conditional consent to transfer, which
contains a general release (our current form of
which is attached as Exhibit J to this Disclosure.
Document); the proposed transféree must be:
licensed to operate: the franchise business and
have received all governmental consents; at our
option, the transferee must sign our then-current
form of‘franchise agreement, ‘which may contain
terms and conditions materially different from.
those in your previous franchise agreement; you
must pay a transfer fee ($2,500. per' Robot) plus
our out-of-pocket expenses, including attorneys’
fees, proposed transferee or its manager must;
complete. initial training; all Robots must be
installed.

n. Franchisor’s right of
first refusal to
acquire franchisee’s
business

Section 11.3

We can match any offer for a proposed transfer.

0. Franchisor’s option.

to purchase
franchisee's business

Section 4.4

None However, upon your request and after all of
your Robots have been in operation for a minimum
of 12 months, you may. offer to sell:some of all of'
your Robots to us, and we may' elect to purchase
theém (but are not required to do s0).
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Provision.

Section in franchise,

or other agreement

Summary

"p. Death or disability of

franchisee

Section 11.5

Within six: months after death or proven disability,

‘your heirs or legal representatives. may:take. over

or aSS|gn to a third party the interest of the

| disabled or deceased person, subject to the
: transferee 's satisfaction of the prereqursrtes for

: approvmg other assignees, as described in (m)
. above.

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

Section 14.2

You,and your owners may not-engage in any

business or activity that involves machines that are |

similar to‘the Robots.

r. Non-competition
covenants afterthe
franchise is
terminated -or
expires

Section 14.3

Nori-eompetltlon obligations continue for one year
after the Franchise Agreement terminates, expires
oris a55|gned ‘'you may not advise, operate,
engage in, or have any interest or relat|onsh|p with
a busmess which provides frozen confectionary
vendlng services at any site which is:within 25
miles of the Location of any of your Robots.

If'you violate the post-term covenant not: to

compete, you will pay us, throughout the one-year

period following the termination, transfer, or

expiration of your Franchise Agreement, 5% of the. |

gross revenue of any business that provides
vending services at any site within 25 miles of the
Location of your Robots.

s. Modification of the:
agreement

Sections 7.2,
17.7,17.9,17.11

Generally, no modifications are valid, except those
in writing sighed by both parties. The franchise
system and the Manual are subject:to change; a

court may also medify an unenforceable provision
to the extent necessary to make it enforceable.

t. Integration/merger | Section 17.9 Only the térms of the Franchise Agreement and
clause other related written agreements are binding
(subject to applicable state law.) Any
representations or promises -outside of the
Disclosure Document and Franchise Agreement
_may net be enforceable
"u. Dispute resolution by| Section 16.4 Subject to state law, before initiating a |awsmt the
arbitration or parties must first attempt to resolve a dispute b_y
mediation __mediation.
v, Choice of forum Section 16.2 | ‘Subject to state law, the county in which our
| ~ principal place of business ‘is located, which is
, currently San Diego, California.
['w. Choice-of law Section 16.1 Subject to state law, California law applies.
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|
Applicable state law may require additional disclosures related to the information in this
Disclosure Document: These additional disclosures, if any, appear in Exhibit C attached to. this.
Disclosure Document.

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

Introduction

This: Item 19 discloses gross revenue results for 3. affiliate-owned Robots (operated by our
affiliate; 19 Degrees, Inc.), which represent all Robots that operated throughout all of calendar
year 2017. As of June 30, 2018, 4 franchised [Robots have begun operations, but those 4
Robots were only installed and put into operation in Juné 2018, and, thérefore, those 4 Robots
did not operate during the 2017 calendar year or the: first 6-month period of 2018. The sales
information from each Robot is reported. through each Robot’s electroniec merchant processing
system. The 3 affiliate-owned Robots are located in the followmg Locations: one museum; one
indoor amusement park; one space center. These Robots are first-generation robots, and we
are currently designing and manufacturing the second generation of Robots which will have a
.dlfferent deS|gn and improved functionality and reliability. In ‘this Item 19, we use the term
“gross revenue” to-mean -all sales generated by a Robot, which is the same definition that you
will use.in the operation of your Rebots for determlnlng Monthly Gross Revenues.
1
|
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Results for 2017 Calendar Year
1

This portion of Item 19 discloses average annual gross revenue relating to the operation of the;
3 affiliate-owned Robots that were in operation for the full 2017 calendar year:

Average annual gross revenue during the i201‘i7 calendar year of the 3 Robots: $73,730;
Median annual gross revenue during the 2017 calendar year of the 3 Robots: $56,261;
Number of Robots that achieved or exceeded the average: 1 (33%);

Highest performing Robot: $113,508; |
Lowest performing Rebot: $51,420.

The following table discloses the actual monthly gross revenues of each of the 3 Robots
described above that were in operation for the: fuII 2017 calendar year.

*' *n"':;-*jﬂ—?;i* e = — . . = 7Y = = s - S

D, | Mar [ Ap. - [ May | Jume ‘ Juy- | Augl, '] Sept. Ok | Nov. [ .Dec.
$8,070 | $14,958 | $10,872 $11,370 | $11,604 | $17,910 | $9,714 | $2,844 | $7,314 | $5,382 | $8,526 |
44,338 | 45712 [$6,192 | $6,396 $3,078 | $6,180 | $3,588 | $2,784 | $1,818 | $3,096 | $1,416
‘$2~,165 | $4,595 f$‘6,’595 | 94,480 ._j$;7,,eiof| $9,785 | $8,490 | $2,795 | $2,205 | $2.580 | $2,990

Results from January 1, 2018, to June 30, 2018

The following table discloses the actual monthly gross revenues of the same 3 Robots that were
in -operation for the full 2017 caléndar year described in the preceding section for the first 6

months of 2018.

“Robgt —Jan C- | Feba | Mar. T LApr, “May- “‘(Ji;me?_i =
o T8 512 35,868 ‘ §18750  [§5,362 | $1304 | $15,444 =
0@ |* $1,932 $5,316 $432 | $2,034 [ *

3@). $2,155 $3,190 7 $i,\720 | N i ) * *

Notes:

(1) This Robet has been in continuous operatlon with minimal inoperable days for repairs
throughout 2017 and 2018. This. Robot is located at the Houston Space, Center ("HSC")
in Houston, Texas. Based on. the foot traffic at the Houston 'Space Center, we beliéve
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|
i

the HSC Robot is. in a unique location, and the gross revenue for the HSC Robot may
not be indicative of average revenue for other Robots. or locations.

(2) This Robot operated continuously from January 1, 2017, to December 31, 2017, but.
was closed for repairs for a portion of February 2017, August 2017, and April 2018.
Additionally, this: Robet operated. intermittently from January 1, 2018, to June 30, 2018,
and was temporarily removed from its location in June 2018,

(3) This Robot operated continuously from January 1, 2017, to March 31, 2018, but closed
for repairs for a portion of January 2017 Additionally; this Robot was temporarily
removed from its location in April 2018 and has not been returned toservice.

(* Indicates a menth during which a Robot was not operational,)

Written' substantiation for the financial performance representation will be made available to the
prospective franchisee upon reasonable request. |

Some Robots have sold this amount. Your! mdlvndual results may differ. There is no
assurance you'll sell as much..

Other than the preceding financial performance: representations; Reis & Irvy’s, Inc., does not
make any financial performance representations. We also do not authorize our employees or
representatives to. make any such representatlons either orally -or in writing. If you are
purchasung an eXIstlng eutlet however we may prowde you wnth the actual records of that
mcome you should report |t to the franchisor’s management by contacttng Aﬁ—Budmanm
Polk .at 2620 Financial Court, Suite 100, San Diego, CA 92117; telephone 858.210.4200, the
Federal Trade Commission, and the appropriate state regulatory agencies.

TABLE NO. 1
SYSTEM-WIDE OUTLET SUMMARY AS. OF JUNE 30, 2016, 2017 and 2018\

@OUt’I‘et’Type 7 Year ; ggl:ttlgt',st:; tYh:ar Outlets at\t{t::rEnd of the Net %Chan‘g;e
2016 0 0 0
Franchised 2017 0 0 0.
2018 0 4 +*4
c 2016 0 4 +4
| ogvmng;fg 2017 4 3 -1
| 2018 3 1 -2
2016 0 4 +4
Total Outlets| 2017 4 3 -1
| 2018 3 5 +2

Note 1: For purposes of this Item 20 “Outlets” refers to the total number of Robots.
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Note 2: Our fiscal year end is June 30., The figures provided in this and all other tables in this
Item 20 are as of Jine 30, 2016, Juhe 30 2017‘ and June 30, 2018. We did not begin offering
franchises until April 2016.

Note 3: Owned by our affiliate, 19 Degrees, Inc. |

TRANSFER OF OUTLETS FROM FRANCHIEQEEETSONIEZW‘ OWNERS (OTHER THAN FRANCHISOR.

OR AN AFFILIATE)

State” |-Year™|| I'Number of Transfers >
2016 | 0

All States | 2017 | 0
2018 0
2016 | | 0

Total Outlets | 2017 | | 0
2018 0

- TABLENO.3 W
STATUS OF FRANCHISED OUTLETS AS OF JUNE 30, 2016, 2017 and 2018

'2018. 10 Franchise Disclosure Document:

1202.005.010/249542:7

 wege ) SN ;_ ‘. Cedsed |/
T-H ‘ Ope !L Termlnat!ons g ‘ o ’:‘0:;? ET_?YteE?d
0 0 0 | o0 0 0 0
0 0 0 {0 0 0 0]
0 1 0 10 0 0 1
01¢ 0 0 {0 0 0 0
Michigan | 2017 0 0 0 | 0 0 0 ]
: 2018 0 1 0 ‘ 0 0 0 1
2016 0 0 0 0 0 0 0
Pennsylvania | 2017 0 0 0 0 0 0 0
2018 0 1 0 0 0 0 1
2016 0 0 0 0 0 0 0
Texas 2017 0 [1] 0 0 0 0 0
2018 0 1 0 0 0 0 1
2016 0 0 0 0 0 0 0]
TOTALS | 2017 0 0 0 0 0 0 0
2018 0 4 0 0 0 0 4
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TABLE NO. 4.
STATUS OF COMPANY-OWNED OUTLETS AS OF JUNE 30, 2016, 2017 and 2018

] | outessar Outlets chlcj:gsltfed Outlets | Ou;ets-Sold outets at |
’ S_tgte ‘; Ye@f e, | ‘Opened from - Closed -|to Franchlsee End; of "‘tjhe"‘ 3
EONEN | , | ‘Franchisee, | | Year
2016 0 1 0 0 0 1 |
Arkansas| 2017 1 0 0 10 0 0 %
2018 0 0 0 0 0 0 ‘
2016 0 1 0 0 0 1
Pennsylvania| 2017 1 0 0 0 0 1
[ 2018 1 0 0 1(2) 0 0
— | 2016 0 1 0 0 0 1
south 5517 1 0 0 0 0 1
Carolina 5018 1 ) 0 ™ 0 0
| 2016 0 1 0 0 0 1
Texas | 2017 1 0 0 0 0 1
2018 1 0 0 0 0 1 |
[ 2016 | 0. 4 0 0 0 4 |
TOTALS | 2017 4 0 0 1 0 3
| 2018 3 0 0 2 0 i

Noté 1: This Robot was taken out of service in March 2016 and returned to service at the end
of June 2016. Tt was again taken out of service for maintenance issues in August 2016 and has
not been returned to service. 1

Note 2: This Robot was taken out of service for malntenance issues in June 2018 and has not
been returned to service.

Note .3: This Robot was taken out of service for maintenance issues in April 2018 and has not
been returned to service.

TABLE NO. 5
PROJECTED OPENINGS AS OF JUNE 30, 2018

Reis:& Irvy’'s, Inc:

2018 10 Franchise-Disclosure: Document

1202.005.010/249542.7,

; ‘Franchise | T Projected New
' Staf’ |/Agreements Signed |_: \Projected. New . Com:;any-Ownedv
aLe but Qutlét Not Franchlseq0utletsm Outletsin the Next
: | the ‘Next Fiscal Year |- Wt
-Opened T ] Fiscal Year
‘Alabama 4 3 0
Arizona 12 10 0
Arkansas 1 2 0
California 13 10 0
~ Colorado 11 : 10 0
- Connecticut 1 | 2 0



Franchise Do e s s Projected New

. ste  |AareementsSignea | PRCSENEN | Gompany-Owned

o &F . t;utf-’O:utlgti Not tl%eNext Fiscal Year OUt'eFSi!“‘.!'?? Next
: Opened ‘ ' * Fiscal Year
Delaware 1 0 0
District of Columbia 2 0 0
Florida 23 10 0
Georgia 4 8 0
Hawaii 1 4 0
Idaho 2 2 0
Illinois ! 7 10 0
_Indiana 4 6 0

| Iowa 1 0 0

| Kentucky 6 4 0
Louisiana 5 6 0
Maryland 1 , 6 0
Massachusetts 7 { 8 0
Michigan 11 ; 10 0
Mississippi 4 ! 5 0
Missouri 3 | 4 0
Montana 1 4 0 0
Nebraska 3 ', 4 0
Nevada 6 ! 4 0
New Jersey 5 5 0
New, Mexico | 3 3 0
New York 9 15 0
North Carolina 9 ] 5 0
Ohio 7 : 10 0
Oklahoma 5 | 8 0
Orégon 6 ] 4 0
Pennsylvania 7 N 8 0
South. Carolina 2 5 0
Tennessee. 7 6. 0
Texas 35 10 0
Utah 3 A 3 0
Vermeont. 1 S 0 0
Virginia 2 ’ 5 0
Washington 1 ! 5 ]
Wisconsin 2 \ 5: 0.
TOTALS 238 225 0

Attached as Exhibit E is a list of the hames, addreséses, _and phone numbers: of our current
franchisees as of June 30, 2018. Attached as Exhibit F is.a list of the names, addresses, and
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last known telephone: numbers of any franchisees who had their franchise agreement
terminated, canceled, not renewed, or otheanse voluntarily or involuntarily ceased doing
business during the fiscal ‘year ended June: 30, l2018 or who has not communicated with us.
within 10 weeks. of the issuance date of this disclosure document. We. did not begin offering
franchises until April 2016. |

A franchisee will operate more than one Robot at various Locations under his or her franchise.
agreement..

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

During the last three fiscal years, some former franchisees have signed confidentiality clauses.
In some instances, current and former franchlsees sign provisions: restricting their ability to
speak openly about their experience with the Rels & Irvy’s franchise system: You may wish to
speak. with' current and former franchisees, but ibe aware that not all such franchisees will be
able to communicate with you.

There are no independent trademark-specific. ‘franchisee .organizations associated with the
franchise system being offered that have asked to be ‘included in this Disclosure Document.

1
Attached as Exhibit H to this: Disclesure Document are audited consolidated financial statements
of our parent as of June 30, 2018, and for the years ended June 30, 2018, 2017, and 2016. Our
and our parent’s fiscal year end is June 30. Genefation NEXT Franchise Brands, Inc., has
guaranteed the performance of obligations to you under the Franchise Agreement and related
documents. A copy of the. Guarantee of Performance is also attached as Exhibit H.
CONTRACTS

The following agreements are attached to this Disclosure Document:

Exhibit B: Franchise Agreement
Exhibit C: State Addenda to Disclosure Document and. Agreement Riders.
Exhibit E: Representations and Acknowledgrre_nt Statement

Exhibit I: Form of General Release ,
Exhibit J: Agreement and Conditional Consent to Transfer
{
‘n' E!I 27‘3
RECEIPTS

Two copies of .an acknowledgment of your receipt of this Disclosure Document -appear as
Exhibit K. Please return one copy: to us:and retain the other copy for yourrecords.

Reis & Irvy’s, Inc.
2018 10 Franchise Disclosure Document:
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STATEADMINISTRATOR

Department of Business Oversight:
1(866) 275-2677 .

Los Angeles :
320 West 4™ Street ‘
Suite. 750 !
Los Angeles, California 90013
(213) 576-7505 i

Sacramento |

1515 K Street, Suite 200

List.of State Administrators arid Agents for Service of Process

AGE}I}JT FOR SERVICE OF PROCESS
Department of Business Oversight:
1(866) 275-2677

Los Angeles

320 West 4"Street

- Suite 750

Los Angeles; California 90013
(213) 576-7505.

| Sacramento

1515 K Street, Suite 200

ILLINOIS

Springfield, Illinois 62706
(217) 782-4465

California Sacramento, California 95814-4052 Sacramento, California 95814-4052
(916) 445-7205 l (916) 445-7205
San Diego ' San Diego
1350 Front Street i | 1350 Front Street 7
San Diego, California 92101 | San Diego, California 92101
(619) 525-4044 | | (619) 525:4044
San Francisco San Francisco
One Sansome Street, Suite. 600 ' One Sansome Street, Suite 600
San Francisco, California 94104 San Francisco, California 94104
(415) 972-8559 , (415) 972-8559
Georgia Secretary: of State: Georgia Secretary of State
Corporations Division ' Corporations Division
GEORGIA 2 Martin Luther King, Jr. Dnve 2 Martin Luther'King, Jr. Drive
T Suite 315, West Tower Suite 315, West Tower
| Atlanta, Georgia 30334 Atlanta, Georgia 30334
| (404) 651-8600 ) (404) 651-8600
- Business Registration Division Commiissioner -of Securities,
Department of Commerce. and Dept. of Commerce & Consumer
HAWAII Consumer Affairs ! Affars
e P.O. Box 40 ' 335 Merchant Stréet Room 203
‘ Honolulu; Hawaii 96810 Honolulu, Hawaii 96813
(808) 586-2722 (808) 586-2722
Franchise Bureau Franchise Bureau
Office of the Attorney General Office of the Attorney General
500 South Second Street | 500 South Second Street

Springfield, Illinois 62706
(217) 782-4465




| Indiana Secrétary of ‘State
Securities Division, E-111

AGENT FOR SERVICE OF PROLCESS [
Indiana Secretary of State
302 West- Washington Street, Room E-

(919) 807-2000

INDIANA 302 W. Washington St, Room E-111 111
Indianapolis, Indiana 46204 Indianapolis, Indiana 46204
(317) 232-6681 (317) 232-6531
State of Louisiana e s
Department of Justice State of‘ Louisiana
N Public Protection Division Secretary of State
LOUISIANA P.O. Box 94005 | 8585 Archives Ave.
e ‘ . Baton Rouge, LA 70809
Baton Rouge, LA 70804 (225) 925-4704
(225) 326-6438 £4.
e e L Maryland Securities Commissioner
geﬁc-lﬁ?l t?;;tlgei;git:r:ney General Office of the Attorney General
MARYLAND 200.St. Paul Place - ! g'eo%ugtu?aa“lglsalizg
.Baltimore, Maryland 21202-2021 | Béltimére Marylahd 21202-2021
(410) 576-6360 (410) 5766360
| Consumer Protection Division, Antitrust|
| and Franchising Unit Michigan Dept. of| Michigan Department of Commerce
| Attorney General Corporations and Securities Bureau
- MICHIGAN | 670 G. Ménnen Williams Building P.0O. Box 30054
525 West Ottawa 6546 Mercantile Way
Lansing, Michigan 48933 Lansing, Michigan 48909
(517) 373-7117 B '
MINNESOTA | 85 7th Pla'c_e East, Suite 280. 85 7th Place East, Suite 280
St. Paul, Minnesota 55101-2198 St. Paul, Minnesota 55101-2198
| (651) 539-1600 (651) 539-1600
| New York State Department of Law | Attn: New York Secretary of State
‘ Investor Protection Bureau NewYork Department of State
NEW YORK 28 Liberty Street, 21%Floor - One Commerce Plaza
" ' New York, New York 10005 99 Washington Avenue, 6% Floor
(212) 416-8236 Phone . Albany, New York 12231-0001
(212) 416-6042 Fax. | (518) 473-2492
North Carolina Secretary of ‘State -North Carolina Secretary of State
NORTH 2.South Salisbury Street 2 South Salisbury Street
CAROLINA Raleigh, North Carolina 27601-2903 Raleigh, North Carolina 27601-2903

(919) 807-2000

NORTH DAKOTA

Office of the Securities Commissioner
State Capitol, Fifth Floor

600. East Boulevard Avenue
Bismarck, North Dakota 58505

(701) 328-4712

State Capitol, Fifth Floor
600 East Boulevard Avenue

{ Bismarck, North Dakota 58505

| (701) 328-2910




STATE

' Dept. of Insurance and Finance

STATE ADMINISTRATOR

Corporate Securities Section

AGENTT FOR SERVICE OF PROCESS
Dept. of Insurance and Finance
Corporate Securities Section

SOUTH DAKOTA

Securities Regulation

124 South Euclid, Suite 104
Pierre, South Daketa 57501
(605) 773-4823

 OREGON Labor and Industries Building Labor and Industries Building
‘ Salem, Oregon 97310 ; Salem, Oregon 97310
(503) 378-4387 i (503) 378-4387
Director, .Securltles Division - Securities Division Department of
State of Rhode Island , Business Regulation, Bidg. 69, First
Department of Business Regulation ‘Floof &g » BI6G. 67, F
e | Bldg. 69, First Fleor P
RHODE ISLAND John O. Pastore Center | 1 Jlosqq g('):tai;to;i;elr eter
1511 Pontiac Avenue e
Cranston, RT 02920 Cranston, RI 02520
South Carolina Secretary of State’s |
Office : | Corporation Service Company
SOUTH, Attn: Business Opportunity Division | 1703 Laurel Street
CAROLINA 1205 Pendleton Street, Suite) 525 ' Columbia; South Carolina
Columbia, SC, 29201 | (800) 927-9800
(803) 734-1728
Division -of Insurance | | Division of Insurance

- 124 South Euclid, Suite 104

| (605) 773-4823

‘Securities Regulation

Pierre, South Dakota 57501

State Corporation Commissien |
Division of Securities and Retail
Franchising I

Clerk, State Corporation Commission -
1300 East Main Street |

VIRGINIA Ninth Floor Richmond, Virginia 23219

1300 East Main Street (804) 371-9672

Richmond, Virginia 23219 e

(804) 371-9672. !

Department of Finaneial Institutions | Director, Department of Financial

Securities Division | Institutions
WASHINGTON. | 150 Israel Road, SW | Securities Division

Tumwater, Washington 98501 | 150 Israel Road, SW

(360) 902-8760 . ‘Tumwater, Washington 98501

Securities and Franchise Registration | Securities and Franchise Registration
WISCONSIN Wisconsin, Securities Commission Wisconsin Securities Commission

345 West Washington Street; 4th Floor

| Madison; Wisconsin 53703 .

345 'W. Washington St.; 4th Floor

Madison, Wisconsin 53703
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REIS & IRVY’S, INC.
FRANCHISE AGREEMENT
1  PURPOSE......ccvissnnmmnnenscssns ersienesessarenantsanennasananunas SRR |
2 GRANT OF FRANCHISE..........cortsanusansnssnsassnssasssssasssnssnssssans sasesnsssssssananannanns, p |
3 FRANCHISED jnocAnoNsuu_u’/-iu’-i--ig-i_'i!-'i:g'_-'-i"‘-;-'_-'i,!-'V-ii_rlrnii_-:-j-j_[g-j-_i-’-f-i'gi'ﬁi'-;-jﬁ-ri_-i-ﬁ}-ﬁi;-@-_-:;i_ 1
3.1 SECURING.LOCATIONS .....covuvmivisiveessssereresssessenmssssssssesssesssnssssessenssssesasssnssssasas sessassnsssssestesesssnenssene 1
(@) Site Criteria. ......coorrvninssenrnnrerennnns O PTRPTPT
(bf_:_). FranchlseeSuggestedLocatlons A P N w2
(© ApprovedLocatlons‘Z
(d) Acknowledgement of Secured LOCALIONS....ucsemmmrensmsesnrisrisnscrmsnsinsniasiniiinnannn 3
(€). Rejected LOCAtIoNS......cirerveeerersnsresivreseressersassnssansseenses e rerreereereaae vesienne 3
() EXpansion of TEIMLOIY: ..ccuuieisiiisessosieseinaissinsssuisessnssssssssaresnensnisnsisnssnnss PO |
(@) No Guarantee.........cocervene OO OROSRORT PR |
TIMEFRAME FOR SECURING LOCATIONS................ e 43.2
(@) Initial TImeframe: .....cocoeeviiiinndbinr s, rsrensngasessennarenensesasess &
(b)  Extensions of TIME.......c.cerrverivenne eereerrre e erreraee s e e srenanranas eerres e 4
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(d)  Additional RODOES.......ceerisnreessirieiiinminnninnnininne. FE ..
LOCATION AGREEMENTS.....1vsevceueuseceesessengessasssesessesessssessessssmsssnesesssssssassssesesassssssssssssssssassssssessssnsosses 53.3
FRANCHISEE'S RIGHT OF FIRST REFUSAL; FRANCHISOR S RESERVATIONOF RIGHTS........cccovveerrernnen. 53.4
4 PURCHASE, INSTALLATION AND RELOCATION OF ROBOTS; FRANCHISOR
BUYBACK:.......... R P N R w6
PURCHASE OF ROBOTS i1 .uisienrivntansivenssnensensisisnsessesnssssessnsssisnmsssasessatseiasessisesesessessacns et ——— 64.1
(@) Designated Supplier. ......c.cuoeereercrrencnn S P 6
(b)  Number of Robots; Purchase Price......... erereres e sen e ranees eereeennes R 6
(6) Warranties on Robots............ U )
DELIVERY AND INSTALLATION OF ROBOTS.........cococrevernteninssensrssrssessssssssssessssssssssssessassssssssssessensss P&
RELOCATION OF ROBOTS ... ccoieirenssersioresusssserssnsssesssssessessssassssnssssesssnsssesessnsrensasesassasons T 743
(@) Relocation. .......ccovviieirininiian, Frmrersterreiereriteneseaeereasessvas sensesn R 4
(b) Relocation Fee............ eretesearesesseeeesreseszestensentesEasheseneenessateabsensernteeteeseneers O
()  Payment for Relocation ...........c.ceeurueunne e ST .
(d)  Franchisee Obligations. ............ meionstesnanersranssans PP -
REPURCHASE OF ROBOTS: .....vurevscsiassssssasissassssssisnsssassssssssssesssessssssssssassasesassassessssees SRR -1 % <
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INITIAL FRANGHISE FEE .....ciciciusisiverseseioissisionsinsiinsstesesiaieninsfviuinsasssranssnssecsssenaine iansansasssssesess -1 |
ROYALTIES.......ocominivtiniininnniinnisivisio
(@)  Monthly GroSS REVENUE. .....c.ccveuriereeeeisniessesssssessessesseessesesssassessnssenssnssenes 9
(b) Amount of Royalty. ......ccoovviveeriesioninenne. Treversnens Cevenre e .9
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REMOTE MONITORING FEE..........0oorivivsensmnsssssenssnsessessessesssssssssssssssstssssssssssssssssssssesssssssssmssnssnsnsn 9 00k
SALES TAX ON ROBOTPURCHASE PRICE PAYMENT OF STATE OR-LOCAL TAXES .....conseenrsivereen 99,5
TIME.AND MANNER OF PAYMENTS ‘ ................ e rrnrensrennsesseresnsesnreere 105,00
(@)  Robots........u.... Ceveeerierefiene S ien i ae s e eeesianneneenrrnen e eas vienen 10
(b) Method of Payment ............ renreesenaarerens everreresesenannessasensssanssresensssesenssenes 10
(c)  Application of Payments T 10
(d) Reimbursement .of Moenies Paid on Behalf of Franchlsee S T 10

6  TRAINING....ocvmsmsesssmsmsnssssssssasssssaseacs SRR _19
INITIAL TRAINING PROGRAM.......ccoorererrnsissannnnes .............................................................. 106.1
REMEDIAL TRAINING .....vovvuiriveiacrcnsesesssessessinnssgsasssssssssssaonsestasssspotesssssssessesassansazsonszassessesens LG 2
ADDITIONAL TRAINING........0vevvevne Geveee iR et ee B Foan S neene e e b asenshne s enane . 116,3
FRANCHISEE CONFERENCE ......covovrvvverconermmsnssissssprssssensenssnsssssnssssssssssssessssssssinssensnivissiscinin: 16,4
TRAVEL, LODGING AND OTHER EXPENSES ....c0cvreeerrisiresssenessasseisessssessesesssessesessenes —— Y
7 OPERATIONS MANUAL...ivoconsmirsiisssnsinsensnnsans O P M 11
ACCESS TOMANUAL .......ciiienrernsmmisivisssiniensanisiosiseiissmsssinssinsesssssesssserans rveeresserensssissensisssssensnesss 11701
MODIFICATIONS TO: MANUAL....v.ccorrviunssnsiininsiinitussisiie s dfisssisiiaiassisinefsssinecisnssssssssssossssssn o L2 f o
8 FRANCHISEE OBLIGATIONS ........... CesassssssssssssrreRELIe RS RN SR RRR SRR RRRRRTLS P &1
8.1 PRODUCTS.AND SUPPLIERS.......0veveeessvesessesseses brrssssssngennssessssonssesssssasssssssessessessens e —— 12
(@) Initial Inventory.......ix. U PTSUPSRRRERRTOPRUPRS 7.
(b) Subsequent Orders of Approved ProAUCES. vovvserereeervesesnsersseernesereenesenessnsessans 12
() Product Orders and Payment.‘ errreste e es s rrere e e 12
(d) Delivery-of Products............ Sedveiviennsndnie e e fabe i s enes N «12
(€)  NO WaITantye eeeeeesrerreeessseesseesnren L T
() = Modification to Product Purchases ........ erestverereee s enenreareesneresaeranaraeerannen 13
(g) Product Orders upon Default by Franchlsee or Terrmnatlon ef Agreement..... 13
STANDARDS OF‘SERVICE; FRANCHISEE EMPLOYEES:....c..00c0nn.. b nnersaesantens SR, 138;2
(@)  Standards.of SEMVICE. .....ccoverrerrenss! R
(b) Franchisee Employees.............. everdnerennarens rerenrer e geareesssasessassassssrnnnnnngins 13
MAINTENANCE, SERVICE, AND REPAIRS........covverrsereesesasessessesiessessesssssnsssssssnssssnsssssensesassassanes 148.3
(@) Roebot Condition and MaintenanCe .........cocrerrsimsesre sy 14
(D) SEIVICE CallS. .ccseserrersrireereaerinsesiensensessessssssssrsssessasssenesssesassasenees R
(€) Robot Repalrs. eeeriEreRaebeteerseninEh ek de ek b e e naan T er et e rnen, SR
(d-*) Termination for Failure to Provide. Adequate Serwce ...... eerrrerreneensesnreeserannaene 14
PURCHASE AND.PAYMENT OBLIGATIONS ...ooererseee e PO, 1) . .
(@)  Obligations t0 FranChiSOr. ........ceieressensmessnsssessmmenssssssesnssnssensnessessssessaes 15
(b)  Location COMMISSIONS......cocerrerenens e i e re e b e b esee st enenannivesiaresees 15
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INSURANCE .....cocveereririvenens vieisenseasaeasestetosthaR AL st oA s R s Rt et e A e Aese AR s eEeee e eebeRenee et e nenvansaneaeas 158.5
(a) ‘Reqmrement’s; e b s eribeerieren e .. 15
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(b) Coverage. ............ eeer e et eerenarnraraaaas annneseensrneaesaes reererseersesesessrssnrenreass 1D

(€)  Certificates. ..ccvirrirrerrerrisisii o, et reaees 16
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(@ Books and RECOTdS ........coceurmmnuimsinnsissaennanninaes rerererererrr R [ )
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REIS & IRVY’S, INC.
FRANCHISE AGREEMENT
THIS FRANCHISE AGREEMENT (“"Agreement”) is entered into between REIS &

IRVY’S, INC., a Nevada corporation with its current principal business address. at 2620
Financial Court Suite 100, San Diego, California 92117 (“Franchisor”), and the person(s)

or entity listed :as theé Franchisee on the sighature block of this Agreement (“Franchisee’ )
as of the date signed by Franchisor and set forth below Franchisor’s signature on 'this
“Agreement (the “Effective Date”).

|
1 PURPOSE
A. Franchisor and its affiliates have developed methods for establishing,

operating -and promoting robotic soft serve vending Kiosks (“Robots”) featuring the Marks
(as defined below) that dispense frozen yogurt and other frozen soft serve treats. in

various locations, including museums, amusement. parks, retail locations, business offices,,

hotels, hospitals, schools, universities, industrial facilities and similar locations, All the
products authorized by Franchisor to be dispensed from Robots are collectively referred to

in this. Agreement as the “Products.”

B.  The methods for establishing, operating and promoting Robots inciude the
use .and license of certain trademarks, trade; names, sefvice marks, designs, émblems,
logos, graphics, slegans, copyrights, trade dress, trade secrets, commercial symbols and

other indicia of origin including, without: limitation, the mark “REIS & IRVY'S” (the

“Marks”), and Franchisor's distinctive techniques, expertise, and knowledge in

establishing, operating and promoting Robots and related methods of doing business

(“Licensed Methods").

C. Franchisor desires to grant to Franchisee, and Franchisee wishes to obtain

from Franchisor; the right and license to operate Robots under the Marks and tilizing the

Licensed Methods, on the terms and subject to the conditions set forth in thisAgreement.
, |
2 GRANT OF FRANCHISE

Franchisor grants to Franchisee, and Franchlsee accepts from Franchisor, the right
to use the Marks and Licensed Methods in connection with the operation of Rebots only at
the locations described ‘in Article ‘3. Franchisee ‘agrees to use the Marks and Licensed
Methods as they are periodically changed, improved, and fuither developed and only in
accordance with the terms of this Agreement. Franchisee shall not sublicense, sublease,
subcontract, or enter any management. agreement for the right to operate the Robots or
use the Marks and Licensed Methods.

3 FRANCHISED LOCATIONS
3.1 Securing Locations !

_ (a) Site Criteria, Franchisor shall, on behalf of Franchisee, obtain locations for
the installation of Robots (*Locations”), or Franchisor may approve Locatiens suggested by



Franchisee, in the territory identified in Exhibit-A (“Territory”), which Locations will satisfy
the Location criteria established by Franchisor from time to time. Franchisee acknowledges
and agrees that Franchisor may periodically change the Location eriteria at its discretion
based on changes in demographics, zoning requirements, traffic patterns and visibility of,
and access to, Robots. Franchisor will notlfy Franchisee when Franchisor has identified .a
Location that meets Franchisor’s Location criteria and Franchisee. shail, within seven (7)
calendar days following receipt of such notice (the “Location Review Period"), visit.the
Location and notify Franchisor in writing if Franchisee has identified any physical or
mechanical impediments with the Location that would prevent the delivery and installation
of a Robot at the Location; provided, however, if; for reasons eut of Franchisee’s control,
the owner of a Location prohibits Franchisee from visiting such Location during the
Location Review Period, Franchisor may, in its discretion, extend the Location Review
Period.. If Franchisee fails to deliver such a netice to Franchisor before the expiration of
the Location Review Period, then Franchisee shall be deemed to have acknowledged that
a Robot can be delivered to and. installed -at the Location.

In conducting the search for potential Locatlons for the installation of Franchisee’s
Robots; if the owner of a proposed Location notnﬁes Franchisor that the owner seeks to
charge Franchisee a commission greater than twenty percent (20%) of the Monthly Gross
Revénue (defined in Section 5:2(a)) or thirty, (30%) of the monthly gross profit of the
Robot(s) to be installed at the proposed Location, Franchisor will notify Franchisee of the
proposed commission rate before Franchisee visits. the. Location to assess the proposed
Location. Franchisee’s failure to object to the proposed commission rate within seven (7)
days. folIownng Franchisee’s receipt of the proposed commission rate will be deemed
Franchisee's acceptance: of the proposed commission rate.

(b) g If Franchisee wishes to suggest a
Location for operation of a Robot, Franchisee must submit a request for approval to
Franchlsor in writing and must provnde Franchlsor W|th all addltlonal informatlon requested

approve or dlsapprove a suggested Location ln its dlscretlon within a reasonable perlod of
time after Franchisor' has' received Franchisee’s written request and any additional
information requested by Franchisor. Under|ne: circumstances may Franchisee' secure
Locations without the prior approval of Franchisor. Franchisee may' not begin searching
for Locations or negotiating with Location owners prior to- Franchisee’s completion, to
Franchisor's satisfaction,. of the initial training proegram described in Section 6.1.

l
(c) Approved Locations. For purposes of this Agreement, Locations: sectired by
Franchisor that satisfy Franchisor's. site crlterla and any Locations suggested by

Franchisee and approved by Franchiser; shalli be referred to as “"Approved Locations. " A
Location will be deemed to satisfy’ Franchisor’s site criteria, and thus will be: countéd as an
“Approved Location,” if the owner of the Location represents to Franchisor that the
Location satisfies either of the following criteria: (i) the. Location has a minimum weekly
average of four hundred (400) Unique Customers per day, where “Unique Customer” is
defined as a customer that visits the Location only occasionally; or (ii) the Location has a
minimum weekly average of one thousand (1,000) Captive Customers per day, where
“Captive Customer” is defined as a customer that visits the Location regularly. Franchisee
acknowledges that (i) Franchisor is relying on the Location owner's representations
regarding the number of Unique Customers and/or Captive Customers at a given Location;,




(ii) such numbers of Unique Customers and/or Captive Customers are not Franchisor’s
representation or guarantee that the Location will continue to have any minimum number
of customers; and (iii) Franchisee is not relying on any minimum number of customers at
the: Location in determining whether to approve or reject such Location. Upon notice to
Franchisee, Franchisor reserves the right to increase of decrease the minimum numbers of
Unique Customers and/or Captive Customers in determining whether a given Location
satisfies Franchisor’s site criteria.

(d), - Once contracts. representing
fifty' percent (50%) of Franchisee’s Locations. have been obtained, and again when
contracts representing the balance. of Franchisee’s Locations have been obtained,
Franchisee shall acknowledge and agree in writing that Franchisor has secured the
Locations and that the secured Locations are Approved Locations. If Franchiseé. fails to
respond; within forty-eight (48) hours of receipt of Franchisors request that Franchisee
sign an Acknowledgement of Secured Locatlons, Franchisee shall be deemed to have
acknowledged and agreed that Franchisor has secured the Locations and that the secured
Locations are: Approved Locations.

(e) Rejected Locations. If Franchisee rejects an Approved Location, Franchisee
acknowledges and agrees that the reJected Approved Location shall nevertheless be
counted as an Approved Location for purposes of satisfying Franchisor’s obligations to
secure Locations under the terms of this 'Agreement. For example, if Franchisee,
purchases six (6). Robots and accepts Franchisor’s first two (2) Locations but rejects the
third (3rd) Location, Franchisor shall be obligated to find only three (3) more Locations for
Franchisee. In ‘that example, Locations beyond the sixth (6th) Location secured by
Franchisor shall be paid for by Franchisee in :accordance with the Relocation procedures
and fees set. forth in Section 4.3 herein. In addltlon, Franchisee acknowledges and agrees
that with respect to replacing a rejected Approved Location, Franchisor shall have the
same amount of time to 'secure. replacement Locations as it has to secure initial Locations
as. set forth in Sectlon 3 2 commencmg on, the date Franchisee notifies. Franchisor in:

“ err ' Franchlsor may, in its discretion, but shall not be
required to, increase the size of the Territory up to an additional fifteen (15) mile radius if
Franchisor determines that expansion is necessary to obtain the requisite number of
Approved Locations. i

(g9)No_Guarantee. Franchisor’s secunng of Locations or approval of Locations
suggested by Franchisee shall not be construed to insure or guarantee the profitability of
Locations secured under this Agreement, or that Franchisee’s operation of the Robots ‘will
be successful, profitable or achieve any specnﬁc amount of Monthly Gress Revenue from
the Robots: Franchisee acknowledges and agrees that the Monthly Gross Revenue of any
Robot may substantially decrease based on a variety of factors such as increased
competition, different product offerings, changes in consumer traffic, or the financial
condition of, or decisions with regard to the Locations (e.g., downsizing or moving) made
by, Locatioh owners. Franchisee further acknoivledges. and agrees that Franchisee’s fight
to operate and service the Robots at any Location is dependent on the continuing
permission of the Location owner and Franchisor provides no assurance or guarantee that
any Location owner will continué to permit Franchisee to operate the Robots for any
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specified period of time. Franchisor shall not be obligated to secure relocations in the
event that an Approved Location is terminated subsequent to installation of a Robot.

3.2 Timeframe for Securing Locations

(a)Initial Timeframe, Subject to Section 3.2(b), Franchiser will secure Locations:
for the Robots within the following timeframes:

() within 120 days after tie Location Procuremenit Board Date (defined
below) for the 1st, 2nd, and 3rd Robots that Franchisee haspurchased;

(i) within 121 to 180 days' after the Location Procurement Board Date
for the 4th, 5th, and 6th Robots that Franchisee has purchased;.

(i) within 181 to 240 days aftér the Location Procurément Board Date
for the 7th, 8th, and 9th Rebots that Franchisee has purchased; and

(iv)  within 241 to 300 days after the Location Precurement Board Date
for the 10th, 11th, and 12th Robots that Franchisee has:purchased.

I
The “Location Procurement Board Date” means the date that Franchisor first notifies
Franchisee that it has .assigned a territory -manager to Franchisee’s Territory and the
assigned territory manager has begun -actively working to ‘'secure Locations for
Franchisee’s Robots.

(b) , Franchisor may automatically extend the amount of time
to secure Franchisee’s Locatlons for:

® Sixty (60) days if Franchisor encounters, events. or conditions: beyond
Franchisor’s: control, for instance, manufactuting delays, inclement weather,
or transportation delays, which is in addition to 'any other extensions
Franchisor is permitted;

(i)  Sixty (60) days if Franchisée réjects. one (1) or more Locations
Franchisor has secured that otherwise meets Franchisor’s Site Criteria and
requwements for Locatlons as. descrlbed |n Franchlsor’s Manual (WhICh may

Franchlsor is permitted; and

(i)  Thirty (30) days, or such longer time peried necessary, if Franchisor
has been unable to secure the: requisite number of Locations because of
Franchisee's.interference with the process, lack of response, default, and/or
-other misconduct, which is in addition to any other extensions: Franchisor is
permitted. i

(c) Notwithstanding Section 3. .2(a), so long

as. Franchisor is making reasonable efforts to continue to secure Locations, Franchisee is
not entitled to terminate this Agreement or make any claims: against Franchisor for
damages.

{
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(d)Additional Robots, If Franchisee purchases additional Robots after
Franchisee’s initial purchase, Franchisor will secure Locations for any additional Robots
within the same timeframes, and subject to the same extensions of time, as the Robots
Franchisee initially: purchased

3.3 Location Agreements

Franchisee shall enter into location lagreements (“Location Agreements”) with
Location owners setting forth the terms and conditions for the: installation, maintenance;
and restocking of‘the Robots at such Locations, any commission to be paid to the Location
owners, and such other matters as are customary. Franchisee shall thereafter fulfill all of
Franchisee’s obligations under the Location'Agreements and shall service, maintain,
repair, clean and restock the Robot in accordance with the terms of the. Location
Agreements, the Manual (defined in Section 7), and this Agreement. Franchisee
acknowledges that Location Agreements are sub]ect to change from time to time and may
vary among Locations to accommodate Location owners.. Once Franchisee accepts the -
Location, Franchisee shall assume all liability with respect to the Location and under the
applicable' Location Agreement, including its obhgatnons to the Location owners, and all
service, maintenance and restocking requnrements

3.4 Franchisee’s Right of First Refusal; Franchisor’'s Reservation of Rights

the territory of a Franchisee who has a ri ht of first refusal or the owner of a Location
where Franchisee operates' a Robot notifies Franchlsor that it desires for an additional
Robot 6r'Robots to be installed at the Locatlon

@) (i) Franchisor determines, in its discretion, that such Location méets
Franchisor’s criteria for the proposed additional Robot(s), and (iii) Franchisee is then. in
compliance with all the terms and conditions of this Agreement, then Franchisor will notify
Franchisee of the owner’s desite for ‘additional Robot(s) at the Location and offer
Franchisee the right to purchase the additional Robot(s) for the Location. Upon receipt of
Franchisor's notice, if Franchisee elects to exercnse this right to purchase additional
Robot(s) for the Location, Franchisee will do so by delivering, with respect to each
additional Rebot, the purchase price to the designated supplier and the initial franchisee
fee to Franchisor no later than twenty-one (21) days after receiving Franchisor’s notice. If
Franchisee does not: exercise this right to purdwase additional Robot(s) within such twenty-
one (21)-day period, then Franchisor is permltted to own and operate for itself or to
authorize any third party (including Franchisor’s affiliates) to.own and operate Robots at the
Location. Once Franchisee has elected not to- exerase a right of first refusal with respect to a
particular: Location, whether by Franchisee’s fallure to pay the purchase price and initial
franchise fee within the twenty-one (21)-day penod or by declining the right of first refusal
to purchase additional Robots, Franchisor is under no obligation to offer Franchisee any
further rights of first refusal with respect to that partlcular Liocation.

Subject to Franchisee’s right of first refus’al,» Franchisor retains the right, among
others, in any- manner and on any terms and conditions that Franchisor deems: advisable,.
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and without granting Franchisee-any rights t‘hé‘r‘ei’n:’

(@) To own, acquire, establish and operate, and license others. to own, acquire,
establish and operate, a Reis & Irvys Robot business at any Location within
and outside of the Territory;




|
(a)(b) To own, acquire, establish and/or operate, and license others to
establish and operate, businesses: under ether proprietary marks or other
systems, whether such businesses are the 'same, similar, or different. from
Franchisee’s operation of Robots under the terms of this Agreemernt, at any
location, whether inside-or outside of the Territory; '

(<) To license others to sell or distribute any' preducts. or services. which
bear any proprietary marks, including the Marks, at any designated location,
whether inside or ouitside of the Territory;

fe)(d) To produce, license, distribute and market Reis & Irvy’s branded
products, clothing, souvenirs,l and novelty items ‘through any outlet
(regardless of its' proximity to Franchlsees business) including grocery stores,
supermarkets and convenience stores and through any distribution channel,
at wholesale or retail, lncludmg by means of the Internet, mail order

catalogs, direct mail advertising and other distribution methods;

(d)( ) To:own, acquire, establish and/or operate and grant.others the right
to develop, own, operate and ,grant franchises and licenses to others to
develop, own and operate other methods and channels of distribution under
different marks and branding or utilizing the Marks and ‘the Licensed
Methods, including, without limitation, toll-free telephone numbers; demain
names, URLs, enline computer networks and 'services, the Internet, kiosks,
robots, vending machines, carts concessions, satellite units, other mobile,
remote; limited service or non-permanent facilities or other retail operations
as: a part of larger retail 'venues such as department stores, supermarkets,
shopping malls or in public areas such as amusement, parks, airports, train
stations, public facilitiés, college and school campuses, arenas, stadiums,
hospitals; office buildings, convention centers, airline terminals and mllltary
bases; and:

e)(f)To engage in all activities that are not prohibited under this Agreement.

4 PURCHASE, INSTALLATION AND RELOCATION OF ROBOTS;
FRANCHISOR BUYBACK

4.1 Purchase of Robots

(a) Designated Supplier. Franchisee shall purchase Robots only from .a supplier

designated by Franchisor (which may include Franchisor or its affiliates) and may not

purchase any similar type of machines from any. ether:supplier or vendor.

@)MELQLWE& Franchisee shall purchase the number
of Robots and related equipment set forthon Exhibit A, for the purchase price set forth on
Exhibit: B. Franchisee shall purchase a 3-Robot, 6-Robot, 9-Rebot, or 12-Rebot package.
On the Effective Date, Franchisee shall: (i) pay the designated supplier of Robots (which
may include Franchisor or its afﬁhates) a non-refundablé deposit equal to at least forty
percent (40%) of the. total purchase price for-all Robots purchased; and (ii) pay Franchisor
a non-refundable deposit equal to at least forty percent.(40%) of the total Location
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(b) Procurement. Fee (defined in Section 5.3) for all Robots purchased: Franchisee
shall pay the outstanding purchase price balance to the designated supplier and the
remaining balance of the. Location Procurement Fee to Franchisor in pro rata portions
within seventy- two (72) hours after Franchisor procures a Location for one (1) or more of
Franchisee’s. Robots until Franchisor has procured all Locations for all the Robots
Franchisee has purchased. The Robots will not be delivered until Franchisee has paid the
full purchase price.and Location Procurement: ]Fee

(c) Warranties on Robots, Franchisor shall warrant each Robot against defects
in materials and workmanship 'when used in accordance with the Manual and the Robot’s
published operating instructions; for a period 6f ONE (1) YEAR from the date of delivery of
the applicable Robot. (the “Warranty Period”). OTHER THAN THIS LIMITED WARRANTY,
FRANCHISOR MAKES NO WARRANTY TO FRANCHISEE WITH RESPECT TO THE ROBOTS,
EITHER EXPRESSED OR IMPLIED, INCLUDING, WITHOUT LIMITATION, IMPLIED
WARRANTIES OF MERCHANTABILITY OR FFITNESS FOR A PARTICULAR PURPOSE.
Franchisee shall be responsible for all frelght and service fees related to parts delivered
andj/or installed under warranty: At any time durlng the Warranty Period, Franchisee may’
elect to purchase an extended warranty 'on a particular Robot (an “Extended Warranty”).
The terms of the Extended Warranty shall be described in the Manual.

4.2 Delivery and Installation of Robots

Within -one hundred twenty days (120).days after (a) Franchisor secures a Location
for a Robot and (b) Frarichisee has paid any outstanding balance for the Robot ‘and the
balance due on the applicable Location Procurement. Fee, Franchisor’s distributor will
deliver the: Robot to that Location. Franchisee a'cknoWI'edgés and agrees that Franchisee: is
solely responsible to arrange for and coordinate the installation of Franchisee’s Robots by
the distributor at the Locations within a reasonable time after delivery of the Robots,
which in no event shall exceed seven (7) business days after delivery; provided, however,
that Franchisor is responsible for the :costs for delivery :and installation of the Robots,
excluding any-costs for electrical work at any Location, which costs shall be borne solely
by Franchisee. ;

4.3 Relocation of Robots |

(a) Relocation, Franchisee cannot relocate. any of Franchisee’s Robots until all of
the Robots: have been purchased and installed: At such time, if Franchisee has identified a
Location to which Franchisee desires to relocate a Robot, Franchisee will deliver a written
request for relocation to Franchisor. If Franchisor approves the proposed Location
identified by Franchisee, Franchisee will secure the Location without any assistance from
Franchisor and Franchisee will not. be required to pay Franchisor the relocation fee set
forth on Exhibit B and described in Section <'i3(b) If Franchisee wishes to relocate a
Robot and wants Franchisor to identify and secure a Location for the relocation,
Franchisee will deliver a written request: for relocation assistance to. Franchisor. If
Franchisor approves the. proposed relocation request and request for assistance,
Franchisee shall pay Franchisor the Relocation' Fee (defined below) set forth on Exhibit. B
and deseribed in Section 4.3(b). Franchisor shall secure thé alternative Location within
the same time frames, and subject to the same exterisions of time; as set forth in Section
3.2; prgvlded however, if Franchisor secures a new Location that: Franchisee rejects,
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Franchisee may elect to pay a “Location Rejéchon Fee” set forth on Exhibit B, in which
case: Franchisor: will seek an alternative Locatlon for the rejected Location according to the
provisions of Section 3.1(a).

(b)Relacation Fee, For all relocations requested by Franchisee, Franchisee ‘shall
pay Franchisor the relocation fee set forth on Exhibit B (*Relocation Fee”). Franchisee
shall pay one hundred percent (100%) of the Relocation Fee at the time Franchisee
submits'its relocation request; provided, however, that if Franchisee has secured its own
relocated Location (which relocated Location has been approved by Franchisor), a
Relocation Fee shall not be due, but Franchisee shall be responsible for paying for all
necessary costs of relocation, including without limitation, electrical service required to
operate a Robot at the relocated Location.

(c). : . Once Franchisor has approved the relocation of a
Robot, Franchisee shall arrange for and pay a local, experienced moving company to.
relocate the Robot from its original Location to the new Location. Franchisee
acknowlédges and agrees that Franchisee is responsible for all costs incurred in
connection with any relocation, including but not limited to the installation of necessary
electrical service required to.operate.a Robot at the relocated location.

1 (d)ﬂ:anslusgg_ﬂbhgm If Franchisor is unable to obtain a satlsfactory'

alternative Location in connection with a relocation request, Franchisee must, nonetheless,

comply with all ef Franchisee’s obligations under this Agreement, including Franchisee’s
obligations with respect. to all Robots in service and any commitment to purchase
additional Robots.

4.4 Repurchase of Robots

(@) Once all of Franchisee’s Robots have beeri installed and have been in
operation for at least 12 months, Franchlsee may, but is not: obligated, to offer to sell
some or all of Franchisee’s Robots; to Franchlsor Franchisee’s request must be in writing.
Within thirty (30) days after receipt of Franchlsee s written request, Franchisor shall either
(i) reject Franchisee's offer to sell, or (ii) prepare a statement of the fair market value for
the Robots. “Fair market value” is defined as what a knowledgeable, willing, and
unpressured buyer would pay to a knowledgeable, willing, and unpressured, seller in the
market.

(b)  Within ten. (10) days after Frallnchisor- notifies Franchisee of its fair market
value determination, Franchisee shall notify Franchisor whether or not Franchisee desires
to proceed with the proposed sale. If Franchisee wishes to consummate the. proposed
sale, Franchisee ‘will netify Franchisor ‘in wntmg Franchisor ‘and Franchisee shall enter:
into an agreement,. in a form acceptable to Franchisor, under which this Agreement will be
terminated and Franchisee (and, if applicable, its Owners and guarantors) will éxecute and
deliver a general release of all claims Franchisee has or may have against Franchisor; and
its respective. officers, 'shareholders, directors, employees, agents, representatives and
affiliates. Franchisor shall deliver the agreed purchase price amount for the Robots within
thirty (30) days after both. parties: have executed the termination and releaseagreement.




5 FEES
5.1 Initial Franchise Fee

On the Effective Date, Franchisee shall pay to Franchisor an initial franchise fee in
the amount set forth on Exhibit B (* Initial Franchise Fee"). The Initial Franchise Fee shall
be in addition to the purchase price of the Robots described in Section 4.1 and set forth
on Exhibit: B. The Initial Franchise Fee shall be deemed fully earned by Franchisor on the
Effective. Date and shall not be refundable; in whole: or in part, upon any expiration or
termination. of this Agreement, at any time, or under any other circumstances. Franchisee
will pay Franchisor's then-current Initial Franchise. Fee for each additional Robot
Franchisee may agree to purchase after the Effective Date.

5.2 Royalties ‘

(a) Monthly Gross Revenue, For purposes. of this Agreement, “Monthly Gross
Revenue” means all funds generated by Robats from the purchase of Products including,
without limitation, all funds generated by credlt card, debit card and .other electronic
transactions.

(b)Amount of Rovalty, Franchisee shall pay Franchisor a monthly royalty fee
(the “Robot Royalty”) equal to twelve: percent (12%) of the Monthly Gross Revenue.

|

5.3 Location Procurement Fee |

Franchisee shall pay to Franchisor the “Location Procurement Fee” set forth on
Exhibit B. The Location Procurément Fee shaII be in addition to the purchase price. of the
Robots described in Section 4.1 and set forth .on Exhibit B and will be payable. in the same
manner as provided in Section 4.1(b). Franchisee will pay a. Location Precurement Fee for
each additional Robot Franchisee may agree to purchase. If, in accordance with Section
3.1(b), Franchisee secures Locations (with Franchisor's prior approval) for Franchisee's
Robots, Franchisor shall provide Franchisee a credit of $2,500 for each Location that
Franchisee procures without Franchisor's assistance, which will be applied when
Franchisee pays the outstanding balance as described in Section 4.1(b).

5.4 Remote Monitoring Fee 1

Franchisee shall pay Franchisor a monthly, per Robet, remote monitoring fee
(“"Remote Monitoring Fee") in the amount set forth on Exhibit B.

5.5 Sales Tax on Robot Purchase Price; Payment of State or Local Taxes

Franchisee shall pay to Franchisor all taxes that any taxing authority within
Franchisee’s state(s) imposes on or seeks to. collect on account of the purchase price paid
to Franchisor for the Robots. Franchisee WI|| pay to the taxing authority within
Franchisee’s state(s) any taxes that such taxing authority imposes on or seeks to. collect
on account of Franchisee’s Monthly Gross Revenue or:income.




5.6 Time and Manner of Payments

(a)Robots, All electronic payments {proeessed: by a Robot (“Electronic Payment
Funds”) will be sent directly to Franchisor. By the tenth (10th) day of each month,
Franchisor shall send Franchisee a statement identifying the amount of Robot Royalties
due for the preceding month along with any other amounts then due and owing to
Franchisor (including the Remote Monitoring Fee) and remit to Franchisee the Electronic
Payment Funds received by Franchisor durlng the preceding month less the Robot
Royalties and any other amounts due and owing to Franchisor. Franchisor:shall not deduct
any applicable credit card processing or software license: fées attributable to' customer
purchases of Products from the amounts that Franchiser remits to Franchisee.

(b)’Mgthgd_nLanmgnL 'Franchisori shall make payment to FranchiSee of' any

'tnme which may mclude, but is. not limited to, by check wire transfer or electromc funds
transfer.

(c)-Application of Payments. Franchlsor shall have the sole discretion to apply

any payments received on behalf of Franchisee to any amounts Franchisee owes to
Franchisor or its affiliates; in such amounts and in such manner as Franchisor shall
determine.

(d)Reil : Franchisee
shall pay to Franchisor, within fifteen (15) days of any written request by Franchisor
accompanied by reasonable substantiating information, all monies which Franchisor has
paid, or has become obligated to pay, on. behalf of Franchisee, by consent or otherwise,
under this Agreement. .

6 TRAINING

6.1 Initial Training Program !

Franchisee, or if Franchisee is a corporation, partnership or limited liability
compariy, its managing shareholder, partner, or member (“Owner”) must attend and
successfully complete Franchisor's initial training program, at the time designated by
Franchisor, at: a place- Franchisor determines in its sole discretion. Franchisee; or its
Ownef, as applicable, shall complete: Franchlsor’s Initial Training Program to the
satisfaction of Franchisor at least ten (10) days before. commeéncing operation of the
franchise. business. Franchisee may send two (2) individuals to initial training at ho
charge to Franchisee. Franchisor may charge an additional fee: for individuals in excess of
two (2) to attend initial training, and the current fee for individuals in excess of two (2) to
attend initial training is 'set forth on Exhibit B.
6.2 Remedial Training |

If Franchisee receives a notice of defatljlt ‘with regard to Franchisee’s breach of its
obligations under the terms of this Agreement and fails to cure the default within the
applicable cure period, Franchisor may require that Franchisee satisfactorily complete
remedial training as required by Franchisor in |ts discrétion, If Franchisor requires

¥




Franchisee to undergo remedial, training, and whether or not Franchisee or Franchisee’s

employees or representative commence or complete remedial training, Franchisee will pay
Franchisor's. then current fee for the remedial training to defray Franchisor’s cost to
provide the remedial training,. including without limitation, the costs of training materials,
facility expenses and/or Franchisor’s travel expenses. The current fee for individuals to
attend remedial training is. set‘forth on Exhibit B.

6.3 Additional Training

Franchisor may periodically require Franchisee or its Owner(s) to attend additional

training programs or receive similar continuing education to address new procedures oF

other operational aspects of the franchise business. Franchisee will pay Franchisor its

then-current fee for additional training tolattend additional training or continuing

education programs, which will defray Franchisor’s direct costs for training materials,
along with Franchisor’s travel expenses (if any), and facility expenses. The. current fee for
individuals to -attend additional training is set: forth on Exhibit: B. Franchisor may require
Franchisee to participate in webinars at no charge, Franchisee shall complete all

additional training and continuing education. pT'ograms and webinars to the satisfaction of

Franchisor.

6.4 Franchisee Conference

4 .

Franchisor may, but is not obligated "téf, host an annual franchisee conference for

all Reis & Irvy’s franchisees. Attendance at any franchisee conference is not mandatory,

but if Franchisee elects to attend a franchisee conference, Franchisee shall pay Franchisor

a franchisee conference fee in the amount sét forth on Exhibit B at least forty-five (45)

days before the date .of the conference.
6.5 Travel, Lodjg,ing and Other .Expenses

In addition to any fees payable as setforth in this Section 6, Franchisee shall pay

any and all expenses: incurred by Franchisee or its Owners to attend training or any

franchisee conference including, without limitation, the costs of travel, lodging, meals, any

'wages payable to Franchisee’s employees and any other out-of-pocket ‘expenses incurred

by Franchisee.
7 OPERATIONS MANUAL
7.1 Access to Manual
Franchisor shall lend Franchisee a ’éopy of, or provide Franchisee access to;
Franchisor’s proprietary and confidential Operations Manual and Guide, other manuals,

technical bulletins or other written or wdeotaped materials, including any modifications or
amendments: ‘thereto (collectively, the *Manual”) for use during the term of this

Agreement: The Manual may be mailed, emailed, made -available for download ‘from

Franchisor's website or franchisee internet portal, or otherwise delivered to Franchisee.
The Manual contains mandatory specifications, standards, operating procedurés and rules
for Franchisee’s franchise business ("System' Standards”) and information on suggested
procedures and Franchisee’s other obligations under this Agreement. All mandatory
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specifications, standards, opérating p'rocedul_res and rules in the Manual, or otherwise
communicated to Franchisee in writing, shall constitute obligations under this Agreement
as if fully set forth in this Agreement. The Manual is ‘and shall remain. the property .of
Franchisor. Franchisee shall not duplicate the.Manual, nor disclese its contents to persons
other than to Owners, employees or officers:who need the information to perform their
respective job duties. If Franchisee loses, misplaces or otherwise no longer has
possession of the Manual, Franchisee shall pay Franchisor the Manual replacément fee set
forth on Exhibit B. Franchisee shall promptly return the Manual to Franchisor upon
termination or expiration of this Agreement. |
7.2 Modifications to Manual
The Manual may be modified f'rom; time to time to reflect changes to this
Agreement or any of the specifications; System Standards, operating procedures and rules:
for Franchisee’s franchise. business. Franchlsee acknowledges and agrees that all

modifications to, the Manual shall bé binding tpon Franchisee and Franchisee will accept,
implement ‘and adopt any such modifications at Franchisee’s expense.

8 FRANCHISEE/OBLIGATIONS

8.1 Products and Suppliers |

(a)Initial Inventory, Franchiseé will purchase Franchisee’s initial inventory of
Products: from Franchisor’s designated' suppliers from the suppliers’ Products list approved
by Franchisor as meeting the System Standards and specifications described in the Manual
(“Approved Products”). Franchisor shall havé the right at any time to add or delete
Products: from ‘the suppliers’ Approved Prodiicts lists. Franchisor does not centrol the
prices, delivery terms or other terms related to the sale of Approved Products. The: mix:of
Approved Products may vary depending on ‘where Franchisee’s Robots are located.
Franchisee agréeés to purchase: Approved Products in accordance with the purchase order
format designated by Franchisor.

yhse of A : S, After purchasing the initial
'lnventory of Approved Products from Franchlsor’s desngnated supplier, Franchisee must
stock Franchisee’s. Robots with Approved Products purchased only. from sources approved
by Franchisor.

(c) Product Orders and Payment, Franchisee will purchase Approved Products.

through Franchisor's designated suppliers using the form of purchase order periodically
prescribed. by Franchisor. In the: event that any terms or conditions of any purchase order
for Approved Products are inconsistent with the terms or provisions of this Agréement, the
terms and provisions of this Agreement, will supersede. the terms or conditions of the
purchase order.

(d)Relivery of Products, Franchisee agrees that'it will take delivery of Products
at a location reasonably designated by Franchlsor, its designated supplier or such other

supplier of Products as Franchisor may have approved.
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(e)No Warranty. EXCEPT AS SET FORTH IN SECTION 4.1(c), FRANCHISOR
MAKES NO WARRANTY TO FRANCHISEE WITH RESPECT TO PRODUCTS, EITHER
EXPRESSED OR IMPLIED, INCLUDING, WITHOUT LIMITATION, IMPLIED WARRANTIES OF
MERCHANTABILITY OR FITNE_SS FOR.A PARTICULAR PURPOSE.

) . Notwithstanding any other provision of
this Agreement; Franchisor may modify. the terms and conditions under which Franchisees
may purchase Products, including designating' itself as the sole supplier of the: Products or
changing its designated supplier for Products.

Agmgmgn:. Franchlsee acknowledges and agrees that dunng any: penod
during ‘which Franchisee is in default of this Agreement and has failed to cure such
defatlt, or in the event this. Agreement expires or is: otherwise terminated; neither
Franchisor nor its designated 'supplier shall be obligated to fulfill or ship to Franchisee any:
orders ‘of Products made prior to the évent of default or dufing the period .of default, or
pending or made after the date of expiration ior termination, of this Agreement; provided,
however, that Franchisor or its designated supplier will fulfill and ship an amount of
Products -as ‘may be reasonably necessary to. keep Franchisee Robots: stocked up to:the
date of expiration or termination of this Agreement.

8.2 Standards of Service; Franchise"e, Employees.

(@) ice, The operatlon of each Robot shall be under the
direct supervision of Franchlsee or ‘Franchlsees Owner. Franchisee shall, and shall cause
its employees and other representatives, to adhere to the highest standards. of honesty,
integrity; fair dealing and ethical conduct u} all dealings with Location owners, Robot
customers, suppliers, vendors and the general public. In order to ensure. uriiformity and
the highest first-class quality of the serwces and Products offered and sold under the
Marks, Franchisee shall not deviate: from any of the System ‘Standards, specifications or
:operatlng procedurés specified in this Agreément and the Manual. While servicing or
restocking Robots; Franchisee and Franchisee’s employees shall wear uniforms specified in
the. Manual, and Franchisor may require: Franchisee to purchase such uniforms from a
required supplier (which may include: Franchisor or its affiliates). Franchisee and
Franchisee’s .employees. shall maintain personal hygiene and appearance at professional
levels at all times in accordance with the Manual while servicing or restocking Robots.

(b) Eranchisee Employees, All of Franchisee’s employees shall be the employees
of Franchisee: solely, and shall not for any purpose be: employees of Franchisor or subject

to Franchisor's direct or indirect control. Franchisee shall be solely responsible for all
employment decisions related to the franchise business, including, without limitation,
those related to hiring, firing, training, wage and hour requirements, record keeping,
supervision, and discipline of employees. Franchisee shall not request or expect to receive
advice or assistance from Franchisor with regard to any of Franchisee’s employees or
employment practices. Franchisee hereby indemnifies, defends, reimburses and holds
Franchisor harmless from any direct and indirect losses; costs and expenses,. including
attorney’s fees, arising out of any claim against. Franchisor made by or for the benefit of
any employee of Franchisee regarding their émployment by Franchisee including, without
limitation, those related to hiring, firing, training, wages and hour requirements, record
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keeping, supervision, and discipline of employeés. Franchisee's indemnification obligations
set' forth in this Section shall continue in, full force and effect subsequent to and
notwithstanding the expiration, termination, or non-renewal of this Agreement.

8.3 Maintenance, Service, and Repairs,

a)R jo! ‘ e. Franchisee shall maintain the physical
and mechanlcal ndltlon appearance and eff cient; operation of all Robots in accordance
with the System Standards. Except as otherwise set forth ih Section 8.3(c), all
maintenance and repairs of Robots shall be perfermed by Franchisee or third parties
approved by Franchisor.

(b)ngngaﬂﬁ. Franchisee shall respond to all service: calls from Location
owners, their representatives or others W|th|nI twenty-four (24) hours of its initial receipt
of a request or complaint. Franchisor may, upon twenty-four (24)-hour notice to
Franchisee, and at Franchisee’s cost, dispatch a third-party mechanic. or other service
person to: a Location if, i Franchisor's discretion, it is hecessary to do so to minimize
damage to a Robot or to prevent losing a Location. Alternatively; Franchisor (or its
affiliatesy may provide such service call or repairs, and if Franchisor (or its affiliates) does,
so, Franchisee shall payto Franchisor, upon démand, the service fee set forth on Exhibit B
along with any other costs (such as costs: for parts) incurred by Franchisoer in connection
with servicing a Robot..

(c) Rohot Repairs, Franchisee shall use its best efforts to repair any Robot within
five (5) business days after being notified of any operational problem. Dufing this period,
Franchisee will natify Franchisor in writing immediately upon determining that Franchisee
is unable to. satisfactorily repair the Robot, and Franchisee: shall cooperate with. and assist
Franchisor in repairing the Robot in a timely manner. Franchisee shall pay for all costs
and expenses related to any Robot repairs, whether performed by Franchisee, a third
party and/or Franchisor outside the ‘Warranty Period described in Section 4.1. If any
Robot is unable: to be repaired to Franchisor's satisfaction, Franchisor may require
Franchisee to remove that Robot from the Location. Franchisee will remove the Robot, at
Franchisee’s sole expense, within' five (5) days after Franchisor’s written request for
removal. Franchisee’s failure to repair or remove any Robot in accordance with the terms
of this Section 8.3(c) is a material breach 'of this Agreement. Notwithstanding the
foregoing, if, dufing the initial one-yéar Warranty Period;, any Robot is unable to be
repaired to Franchisor’s satisfaction, Franchisor: will remove that Robot from. the Location
at Franchisor’s expense and arrange for the delivery and installation of a replacement
Robot..

(d): 3 8, If, within any 12-
month. period, Franchisor receives two (2) or more documented and venﬁed complaints
‘from a Location owner regarding Franchisee’s. failure to satisfactorily perform: services at
any Location, and such complaints remain unresolved to the Location owner’s satisfaction
after a reasonable amount of time (in Franchisor's determination), Franchisor may (i)
require Franchisee to cease operating its Robots at'the Location;. (i) operate and maintain
(by itself or by an affiliate) any Robot(s) at the Location on Franchisee's. behalf (and
collect a management fee in accordance with Section 13.5 hereof), (jii) authorize another
franchisee to operate and maintain Robot(s) at t]h'e Location, or (iv) terminate this

15




Agreement, each without compensation to. Fraﬁehisee and without obligation to provide a
replacement Location to Franchisee.

8:4 Purchase and Payment Ot’)lig,ations,l

(a) Qhligations to Franchisor, Franchisee shall timely fulfill all of Franchisee’s

purchase ‘and payment obligations. in accordance with the tefims of this Agreement. If
Franchisee fails to do so, Franchisor shall have the right to (i) terminate this Agreement,
and (ii) retain ‘any amounts previously ,pald‘by Franchisee to Franchisor as liquidated
damages.

(b)Location Commissions. Franchisee shall pay commissions due to Location
owners directly to the Location Owners no latér than the tenth (10th) day of each month,
and shall accompany each payment with a report reflecting all Monthly. Gross Revenue. of
the Robots during the previous month. |

(c) ‘ 2 In addition to the obligation to. pay Location
commissions to. Location owners, Franchisee shall timely comply with any payment
obligations Franchisee may owe to third partles in connection with the operation of the
franchise business. :

8.5 Insurance

(a)Requirements, Insurers must ’satlsfy Franchisor’s criteria, including a
minimum Best’s Rating of A- or other comparable rating. The amounts and types of
coverage shall include (i) general liability of not less than $1,000,000 per occurrence and
general aggregate coverage of $2,000,000 for a single claim, (i) product liability coverage
of not less than $1,000,000 per occurrence and general aggregate coverage of
$2,000,000 for a single claim, (jii) workers compensation insurance. in compliance with all
applicable state and local laws and regulations, (iv) comprehensive; vehicle liability
coverage: of net less than $1,000,000, and (v) such other coverage as Franchisor may
periodically require. Franchisor may, upon written notice to Franchisee, change or modify
the types or amounts of coverage Franchisee is required to maintain. Franchisee
acknowledges and agrees that: (i) the ampunts and types. of coverage required by
Franchisor may not necessarily satisfy the insurance, requirements of a given. Location
owner where Franchisee’s Robots will be mstalled (ii) Locatien owners may require
Franchisee to obtain additional types and coverage amounts above and beyond
Franchisor’s required insurance coverages; and (iii) Franchisee will obtain any required
amounts and types of insurance coverage req‘uir.ed by each Location owner.

(b)Caverage, Prior to commencing operations of the franchise business,
Franchisee shall, at Franchisee’s expense, procure, and shall maintain in full force and
effect at all times during 'the initial term or any renewal term of this Agreement insurance
iprotecting Franchisee, Franchisor, and each of their respective partners, affiliates,
shareholders, officers, directors, agents, and employees, against any demand. or claim
with respect to personal and bodlly |nJury, death, or property’ damage, or any loss,
liability, or expense whatsoever arising or ‘ececurring upon, or in connection with the
operation of, the franchise business including, without limitation, the use and operation of
all Robots and all vehicles used in the operatlons of the businéss. Franchlsee shall also




obtain and keep in full force and effect during the term of the Agreement employer's
liability: and workers compensation insurance, Franchisee’s insurance policies shall name
Franchisor as an additional insured ‘with primary non- contributory coverage and comply
with any ‘other requirements Franchisor may periodically prescribe in the Manual or
otherwise; Franchisee shall also, upon the request of any Location owner, name :such
Location owner as an additional insured under its policy. Franchisee’s insurance. policies
shall also (i) contain a waiver by Franchisee and Franchisee’s insurers of their respective
rights of subrogation against Franchisor and expressly, (ii) provide that Franchisor shall be
provided with thirty (30) days’ prior written notice' of .arly material alteration to, or
caneellation or non-renewal of; the i msurance, and (iii) expressly provide that any intérest
- of Franchisor under the insurance coverage shall not be affected by any breach by
Franchisee under the insurance policies.

(c)Certificates, At least ten (10) days prior to commencing operations of the
franchise business and thereafter during the ‘term of this Agreement at least thirty (30)
days prior to expiration of coverage, Franchisee. shall deliver to Franchisor certificates of
insurance evidencing the proper types and minimum amounts of required coverage
required by this Agreement.

8.6 Books and Records; Authorization to Release Information

(a) Books and Records. Franchisee shall maintain books aind records related to
the franchise business as are normal and appropriate for businesses that are the same or:
similar to the franchise business. Franchisee shall pay all taxes assessed against
Franchisee including, without limitation, unemployment taxes, sales taxes, use taxes;,
‘withholding taxes,. excise taxes;, personal property taxes, intangible property' taxes, gross
receipt taxes, or any similar taxes or levies, imposed upon or required to be collectéd or
paid by Franchisee. Franchisor shall have the right, upon reasonable notice, and during
reasonable: business hours, to inspect and -audit Franchisee’s. books and records.
Franchisor reserves the, right to disclose financial and accounting data received from
Franchisee or otherwise available to Franchisor!

(b)Aut ‘ jon, Upon a default by Franchisee of
any of the terms or provisions of this. Agreement Franchisee hereby authorizes all banks,
financial institutions, businesses, suppllers, contractors, vendors and other persons or
entities' with whom Franchisee does. business: to disclose to Franchisor any financial
information in their possession relating to Franchisee or the franchise business that
Franchisor requests in writing relating to Franchisee’s default.

8.7 Robot Data |

All Robots must contain a feature, approved by: Franchiser in its: discretion, that
permits Franchisor to receive remotely statlstlcal and other data and information related to
Franchisee's: Robots including, without Ilmltatlon total sales, mventory, sales by Product
and Product category, and number of Robot Locations (“Robot Data”). At all times during
the initial term or any renewal term of thls Agreement, Franchisee shall provide
Franchisor; via any. and all means. specified by Franchisor, with direct and uninterrupted
access to all Robot computer systems, remote. reporting systems. and files. Franchiseé
shall not take any action that would prevent, prciJhibi,t, or interfere with Franchisor'’s
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oollection ‘of Robot Data. including, without. Ilrrlntatlon disconnecting or disabling any part
or element of any Robot. Franchisee’s bréach of the provisions of this Section 8.7 shall be
the basis for immediate termination of this Agreement.

8.8 Computer Equipment; Information Security

On the Effective Date, Franchisee shalI own, purchase or have access to a laptop
or desktop computer system loaded with certaln commercially available software required
by Franchisor. The computer system shall be@equnpped ‘with Ethernet and USB ports and
shall be capable of sending and receiving e-mails to and from Franchisor. Franchisee shall
also .own a mobile telephone with SMS capacnty Franchisee shall maintain and keep the
computer and. mobile telephone equipment in goeod repair and obtaln and pay for any
upgrades or updates Franchisor may require.

Franchisee must implement all administrative, physical and technical safeguards
necessary to protect any information that can be used to identify an individual, including
names, addresses, telephone numbers, e-mail addresses; employee identification
numbers, signatures, passwords, financial information, credit card information, biometric:
or health data, government-issued identification numbers and credit-report information
("Personal Information”) in accordance with applicable law .and industry best practices. It
is entirely Franchisee’s responsibility (even if Franchisor provides Franchisee any
assistance or guidance in that regard) to confirm that the safeguards Franchisee uses to
protect Personal Information comply with all applicable laws and industry best practices
related to the collection, access, use, storage, disposal and disclosure of Personal
Information. If Franchisee becomes: aware of 'a suspected or actual breach of security or
unautherized access involving Personal Information, Franchisee will notify Franchisor
immediately 'and specify the extent to which Personal Information. was compromised or
disclosed.

8.9 Storage Facility

On or before the Effective Date, Frarichisee shall -acquire: or obtain access to a
storage facility that conforms to the gundellnes set forth in the Manual and satisfies all
health department requirements and. applicable laws rules and regulations for handling
fresh food 'and beverages. Franchisee must ;also obtain access to a location for the
delivery of Products that is satisfactory to the Products’ suppliers, which may be in
addition to the storage facility.

8.10 Vehicle

Following the Effective Date, unless Franchisee owns or otherwise has access to a
Vehicle sufficient to accept: delivery of products and adequate to transport preducts t6 all
Robots; Franchisee shall acquire a small sports utility vehicle, hatchback car, or other
midsize or large vehicle. Franchisee shall maintain the physical -and mechanical condition,
appearance and efficient operation of the Vehicle in a manner sufficient to transport
Products and/or to receive Products, and to stock the Robot.




8.11 Compliance with Applicable Law '

Prier to commencing operations, Franchisée shall obtain all required licenses;
permits, registrations, certificates and other operating authority necessary for the:
operation of the franchise business and shall maintain them in full force and effect
throughout: the initial term or any renewal term of this: Agreement. Franchisee shall
operate the franchise business in full compliance with all applicable statutes, laws, rules,
regulations, ordinancés, policies and procedures established by any governmental
authority as they may be periodically enacted, amended or supplemented. Franchisee
shall notify Franchiser immediately upon recelpt or notice of any citation, netice, complaint
or other indication that Franchisee has violated any such laws; rules or regulatioris and
shall transmit: copies of such violation notices to Franchisor. Franchisee shall be
responsible for paying all costs associated with complying with any such citation, notice or
complaint. )

8.12 Franchisor Inspection of Business';: and Operations

Franchisor shall have the right to inspéct Franchisee’s Robots, their Locations, the
vehicle and any storage fadility at any time, to ensure compliance with the Manual and. this
Agreement. Franchisee shall fully cooperate with Franchisor in conducting, 'supervising or
.observing any: such inspection. |

8.13 Modifications to Obligations

Franchisor may, from time to time; upon notice to. Franchisee, add to, subtract
from or otherwise modify or change Franchisee’s obligations under this Agreement
including, without limitation, adoption of new or modified Marks or services, or new or
additional types: of Robots ‘or techniques relating to the promotion and marketing of the
franchise business. Franchisee agrees to promptly ‘accept: and implement all such
additions, modifications and :changes at Franchisee’s sole cost ‘and expense, provided that
any medification does not cause an undue financial hardship to:Franchisee.

9 ADVERTISING
9.1 Robot Graphics i

Robots shall be delivered with all necessary graphics and signage installed.
Franchisee shall display on the Robots only graphics, advertising and signage contained in
Franchisor's approved graphics kit or ctherwise specified and approved by Franchisor in
the Manual or other writing.. In the event a Robot’s graphics and/or signage must be
replaced, Franchisee shall purchase such g‘raphits and/or signage fiom Franchisor’s
designated supplier. Other than as set forth in this Section 9.1, Franchisee shall not
engage in any advertising or promotional activities of the franchise business, including;
without fimitation, affixing any advertising materials to any Robots or creating banners,
posters, .advertisements. placed on -any Onllne Presence (defined in Section 10.2), or
brochures, without the priorwritten consent:of Franchisor.
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9.2 Custom Designs |

If Franchisee wishes to modify i'ihe| desigh of any advertising or promotional
materials. that Franchisor has made available to Franchisee. (including but not limited to
corporate: ID packages; posters, uniforms, banners, and brochures), Franchisee will deliver- -
a written request describing the proposed modifications or designs to Franchisor. If
Franchisor approves the proposed modifications or designs and agrees to make: any such
custom maodifications or designs, Franchisee. will pay Franchisor's then-current fee for
custom design services. The current. fee is reflected on Exhibit, B. .In accordance with
Section 10 of this Agreement, Franchisee acknowledgés that Franchisor shall own ail
intellectual property rights in any such custom modifications and designs.

9.3 Print Items

Franchisor may offéer Franchisee the opportunity to purchase print items and other
marketing materials (including but not limited|to posters, banners, and brochures) (“Print
Items”) from Franchisor or another supplier designated by Franchisor. If Franchisee
wishes to purchase Print Items from a supplier other than Franchisor’s designated
supplier; Franchisee: will pay Franchisor a fee (currently, $150 per hour) for Franchisor’s

services related to preparing the appropriate files for download and transfer to the
supplier Franchisee has chosen; provided, however, Franchisor reserves the right to

designate a mandatory supplier for Print Items during the term of this Agreement (which

may include Franchisor and its affiliates) and, thereafter, Franchisee shall only purchase

Print Items from such mandatory supplier.

9.4 Online and Social Media AdVerti'si'n'g

Except as approved by Franchisor in wrltmg or'in the:Manual, Franchisee: may not

develop, maintain or authorize any Online Presence that mentions Franchisee’s business,

links to ;any- franchise system website or dlsp_l,ays’ any of the Marks, or engage in any
promotional or similar activities, whether directly or indirectly, through any Online

Presence. If Franchisor approves the use of any such Online Presence in the operation of
Franchisee’s business, Franchisee will develop and maintain such Online Presence only in
accordance with Franchisor’s. gmdellnes, |nclud|ng Franchisor’s guidelines for posting any
messages or commerntary :on other third- party websites. Franchisor will own the rights to
each such Online Presence. At Franchisor’s request Franchisee agrees. to grant Franchisor
access to each such Online Presence, and to take ‘whatever action (including signing
assignment or other documents) Franchisor requests to evidence Franchisor's ownership
of such Online Presence, or to help Franchisor obtain exclusive rights in such Online

Presence.

10 MARKS, TRADE NAMES AND PROPRIETARY INTERESTS
|
10.1 Ownership of Marks and Goodwill

Franchisee ‘acknowledges: that' Franchisor’s affiliate, Generation NEXT Franchise

Brands, Inc. (“Licensor”), ‘is the owner of the. Marks, and that Franchisee’s right to. use the
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Marks: is derived solely from, and subject to, the terms and conditions of ‘this Agreement
and is limited to the operation of the franchise business in accordance with this
Agreement and the Manual. Franchisee shall ot contest or oppose, .or assist anyone else:
to contest or oppose; directly or indirectly, Licensor's ownership of the Marks, application
for registration of the Marks, or the. registration or validity or enforceability of the Marks.
Franchisee’s use of the Marks and any goodwill associated with: the Marks shall inure to
the exclusive benéfit of Franchisor. Franchisee acknowledges and agrees that
Franchisee’s use. of the Marks after the expiration or termination of this Agreement shall
constitute an unauthorized use of the Marks and shall, in addition to all other remedies to
which Franchisor may' pursue, entitle: Franchisor, Licensor, and their affiliates to recover
damages for trademark infringement and counterfeiting.

10.2 Limitations on Franchisee’s Use of the Marks

Franchisee acknowledges that’ LiCenSOI’:, Franchisor, and ‘their affiliates have a prior
and superior claim to the “REIS & IRVY'S” trade name. Franchisee shall not use the words
“REIS & IRVY'S” in the legal name of any corporation, partnershlp, limited liability
company or other business: entity. Franchisee also agrees. not to register or attempt ‘to
register a trade name using the words “REIS & IRVY'S” or any portion thereof in
Franchlsees name or that of any other person or busrness entlty FranChlsee further
terms desrgns or symbols, orin any modlﬁed form, or with the commercral symbols or
trade dress of any other person or entrty, (b) in connection with the sale of any
unauthorized preducts or services, (c) as part of any website, domain name, -email
address, social media -account, uset namie, other online presence or presence on any
electronic medium of any. kind (collectively, 'an “Online Presence”), or (d) in any other
manner not expressly authorized in writing by’ ‘Franchisor.

|

10.3 Defense of Marks by Franchisor

(@) If Franchisee receives notice or learns of a claim, suit, demand or
proceeding (“claim”) against Franchisee on. account. of any alleged inffingement, unfair
«compétition, or similar matter relating to Franchlsees use of the Marks, Franchisee shall
promptly notify Franchisor of such claim. Franchisee shall have no power, right, or
authority to settle or compromise any claim brought by a third party without the prior
written consent of Franchisor. Franchisor may, but shall not be required to, defend,
compromise or settle any claim -at Franchisor’s cost and expense, using. attorneys of its
own choosrng If F'ranchrsor decrdes to defend compromrse or settl’e any cIarm,
Franchlsee |rrevocably grants Franchlsor authorrty and power of attorney to defend or
settle any claim. l

(b) If Franchrsee recerves notice or rs mformed or Iearns that any thlrd party
‘varlants thereof Franchlsee shall promptly notrfy Franchlsor Franchlsor shall, in |ts sole
discretion, determine whether or not it: wishes to undertake any action against such third
party for alleged infringement of the Marks. Franchisor shall have the sole authority and
power to prosecuté or settle such action. Franchisee. shall render such assistance as
Franchisor :shall reasonably demand to carry out the prosecution of any such action
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including, without limitation, becoming a nominal party to any legal action. Franchisee
shall have no right to prosecute any claim of'any kind or nature whatsoever against such
alleged infringer for of on account of said alleged infringement.

10.4 Substitution of Marks

Franchisor may change; revise of substitute different Marks for use in identifying
the Reis & Irvy’s franchise system if the Marks no longer can be used, or if Franchisor; in
its discretion, determines that one; (1)..or more substituted marks will be beneficial to the.
Reis & Irvy’s franchise system. The use of the substituted Marks shall be governed by the
terms of this Agreement, and Franchisor shall not compensate Franchisee for stch
substitution. Franchisee shall promptly accept such changes, and implement them at
Franchisee’s sole -cost and expense, provided that the modification does not cause an
undue financial hardship to Franchisee.

10.5 Copyright

Franchisor has developed, and may further develop during the term of ‘this.
Agreement, the Manual and certain artistic designs and word combinations designated for
use by Franchisee. Franchisor retains. all rlght title -and interest thereto as provided by
copyright law to the originator of works and Franchisee is licensed t6 use such copyrighted
materials. solely in accordance with the terms: of this Agreement. If Franchisee develops
or suggests a change. or additional compoenent of the franchise business, Franchisor may
adopt such change or ‘addition without: compensation to Franchisee, and such change or
addition shall thereupoen become part of the Licensed Methods owned by Franchisor.

11 TRANSFER
11.1 Transfer by Franchisee

The rights granted to Franchisee under this Agreement are personal and
Franchisee acknowledges that Franchisor is entering into this Agreement in. reliance upon
and in consideration of Franchisee’s individual character, skill, aptitude, business ability,
English. language fluency, physical and financial capacity to perform the obligations under
th|s Agreement or, |f Franchlsee |s an entlty, of lts Owners Accordlngly, Franchlsee shaII
business or substantially aII of ltS assets (lncludlng, without Ilmltatlon, any of the Robots),
or, if Franchisee is an entity, any interest in Franchisee without. Franchiser’s prior written
consent and without offering Franchisor a right of first refusal. Furthéf, Franchisee shall
not: offer to transfer this: Agreement or any interest in this Agreement or, if Franchisee is
an entity, any interest in Franchisee, without. Franchisor’s prior consent and shall not
advertise for any. such transfer in any media (including by listing any of the foregoing for
sale on any sales directory or platform) without Franchisor’s prior written consent. Any
attempt at a transfer that violates the provisiens of this Article 11 shall constitute a
material breach of this Agreement and shall convey no right or interest 'in this Agreement..
If Franchisee desires or proposes: to transfer any right or interest under this Agreement to
a potential transferee, Franchisee shall first netify Franchisor in writing at least sixty (60)
days before the proposed transfer, setting forth in detail all of the proposed terms. and
conditions of the transfer, a.copy of the proposed sale and purchasé agreement between
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Franchisee and the proposed transferee, the name and address of the proposed
transferee, and the consideration to be paid. For purposes of this Article 11, a “transfer”
includes any voluntary or involuntary, direct or indirect, assignment, sale division,
encumbrance, hypothecation, mortgage, pledge or other transfer

11.2 Pre-Conditions to Franchisee’s Transfer

If Franchisor has not exercised its right of first refusal as provided in Section 11.3,
Franchisor ‘shall not unreasonably: withhold its consent to the. transfer if the proposed

transfer complies with all of the following pre-conditions:

(@)  All amounts due and ‘owing Franchisor by Franchisee under the terms of

this Agreement or otherwise have been paid in full and Franchisee shall net have violated
any of the provisions: of this Agreement for the sixty (60) days prior to the date Franchisee

requests Franchisor’s consent to the transfer, ‘and for the period betwéen the date: of the
reguest and the effective date of'the transfer.

(b)  The terms of the proposed sale and purchase agreement shall not purport
to transfer any intellectual property of Franchisor and shall not, in Franchisor's judgment,

contain any terms or conditions.that would damage the goodwill of the Reis & Irvy’s brand

or franchise system.
(c)  The proposed transferee and each of its owners must be a United States
citizen or lawfully able to live and own a business in the United States (or if transferee is

an entity, domiciled in the: United States) and, in Franchisor’s opinion, must be sufficiently
literate. and fluent in the English language to communicate with Franchisor's employees,
Location owners, and other suppliers and vendors and satisfactorily complete Franchisor’s.

required training program.

(d). The proposed transferee shall provide Franchisor with information sufficient

for Franchisor to assess the proposed transferee’s business experience, aptitude, and

financial qualifications and Franchisor has :approved the proposed transferee as a

franchisee: using Franchisor's then-current standards and qualifications for new
franchisees.

(e) Franchiser shall have the dlscret|on to disapprove any transfer if, in
Franchisor’s Judgment the sales price is too h|gh or the terms of the sale so onerous that
the: proposed transferee would be unllkely to properly maintain, operate and promote the
franchise business and meet the financial and Gther obligations ewed to Franchisor, third
party suppliers and creditors. This provision shall not create any liability of Franchisor to
either Franchisee of the proposed transferee in the event that Franchisor approves the
transfer:and the transferee experiences financial difficulties..

[{) Franchisee, its Owners, and the proposed transferee will execute

Franichisor's then-current; form of conditional consent to transfer, ‘Which shall contain,

ameng other things, a general release by Franchisee and its Owners of Franchisor and its:
respective current and former officers, shareholders, dlrectors members, managers,
employees, agents, affi liates and representatives.
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(g)  Franchisee shall have obtained, at its or at the proposed transferee’s
expense, all requisite third party consents to the transfer.

(h)  The proposed transferee s’hal] sign Franchisor's then-current form of
franchise agreement, the provisions: of which may differ materially from any and all of

those contained in this Agreement.

Q) Franchisee shall pay to Franchisor the transfer fee set forth on .Exbibit' B
and bear all other ‘out-of-pocket costs and expenses of ‘the transfer, including any of
Franchisee’s attorneys’ fees:and costs associated with the transfer.

G) The proposed transferee, or its owners or individuals designated to manage
the day-to-day operations. of the franchise' business, shall attend and complete, to
Franchisor’s, satisfaction, Franchisor’s initial training program and pay Franchisor the
associated fees related to the initial training program as may be set forth in Franchisor’s
then-current form of franchise agreement.

11.3 Right of First Refusal

Franchisee :grants to Franchisor a thirty (30)-day right of first refusal to purchase
such rights, interest, or assets on the same terms and cenditions as Franchisee has
offered to a proposed transferee; provided; however, the following additional terms and
conditions shall apply: (a) the right of first refusal will be effective for each proposed
transfer, and any material change in the terms or conditions of the proposed transfer shall
be a separate offer for which Franchisor shall have a new thirty (30)-day right of first
refusal; (b) the thirty (30)-day. right of first refusal period will fun concurrently with the
period in which the Franchisor has to approve or disapprove the proposed transferee, (c)
Franchisor shall not be required to. perform obhgatlons of the proposed transferee that are
incidental to the transfer (e.g.; employment agreements in favor of individuals, and
brokers or finder’s fees to be paid by the proposed transferee); and (d) if the purchase
price to be paid by the proposed transferee includes consideration other than cash and
notes; Franchisor may substitute for such other compensation cash in-an amount equal to
the: fair market value thereof. Franchisor has the unrestricted right to assign this right of
first refusal to a third party, who then will have the rights described in thisSection.

11.4 Transfer by Franchisor

Franchisor shall have the right to transfer or assign all or any part of its rights or
obligations under this Agreement to any person or legal entity without the consent of
Franchisee. With respect to any assignment which results in the subsequent performance
by the assignee of all of Franchisor’s obligations under this Agreement, the assignee shall
expressly assume and agree to perform such obligations, and shall become solely
responsible for all obligations of Franchisor under this Agreement from the date :of
assignment. In addition, Franchisee expressly | affirms and agrees: that Franchisor may sell
its assets or the Reis & Irvy’s ftanchise system may assign its rights to the Marks, may
sell its securities in a public offering or in a pnvate placement, may merge, acquire other
entities, or be acquired by another person. or. entity, including an entity which owns and or
operates businesses which..compete with Franchlsees franchise business, and may

|
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undertake a refinancing, recapitalization, I'everageél' buy-out; or other economic or
financial restructuring, each and -all without the. consent of Franchisee.

11.5 Death or Incapacity. of Franchisee .

~ Upon Franchisee’s death or incapacity during the term of this Agreement, or, if
Franchisee is an entity, upon the death or incapacity of one (1) or more of Franchisee’s
Owners: owning more than a fifty pereent (50%) interest in Franchisee, the: personal
representative of such person shall have six (6) months from the date of death or
incapacity to transfer and assign this Agreement to a third party acceptable to Franchisor
in accordance: with the provisions for transfer set forth in this Article :11.

12 TERM AND RENEWAL.

12.1 Initial Term ‘

~ The initial term of this Agreement shall be a period of ten (10) years. fiom the
Effective Date, unless sooner terminated in accordance with the provisions of this
Agreement.

12.2 Renewal

At the end of the ihitial term, Franchiéee shall have an option to renew its
franchise rights' for additional five (5)-year terms subject to satisfaction of all of the
_ fellowing conditions:

(a) Franchisee shall pay the renewal fee set forth on Exhibit B on or before the
expiration date of the initial term of this Agreement.

(b) Franchisee: has complied with all provisions of this Agreemient during the
|n|t|al term mcludlng the payment on.a tlmely basis of all Robot Royaltles

Franchlsor and Franchisee.

(c) Franchisee is not in default or under notification of breach of this Agreement
at the time it gives notice under Section.

(d) Franchisee and its. Owners execute and deliver Franchisor's then-current form
of renewal :addendum, which will include a general release of any and all
claims ‘against Franchisor and its aff‘ liates and their respective shareholders,
partners, members, officers, dlrectors employees, agents and
representatives. 1

(e) Franchisee signs Franchisor’s then-current form of franchise agreement,
which may contain terms and conditions materially different from' those set
forth in this Agreement, including terms changing fee amounts; provided
Franchisee will not be required to pay a new. initial franchise fee (although
Franchisee will have te pay Franchiser the renewal fee set forth in ExhibitB).




franchise business;

1

12.3 Exercise of Renewal. i

(a) Franchisee may exercise its-option‘to renew by giving writter notice of such
exercise to Franchisor not more than one (1) year nor less than one hundred eighty (180)
days prior to.the expiration of the: initial term.

(b) If Franchisor is required by law to give notice to Franchisee prior to the
expiration of the initial term or first renewal term, or is otherwise unable to
have Franchisee execute Franchisor's then-current form of franchise
agreement; this Agreement shall remain in: effect on a menth-to-month basis
until Franchisor- has given the required notice or is able to have Franchisee
execute such then-current form of fr|anch|se agreement.

13 DEFAULT AND TERMINA]ION
13.1 Termination by Franchisee

Franchisee shall have: the right to terminaté this Agreement.if Franchisor materially

fails to. comply with this Agreement and fails to, cure its default within thirty (30) days

after delivery of wiitten notice of the default, from Franchisee. Notwithstanding the
foregoing, if the breach is curable but is of a hature that cannot reasonably be cured,
within such thirty (30)-day period and Franchisor has: commenced and is .continuing to
make good faith efforts to cure the breach, Franchisor shall be given an -additional
reasonable period of time to cure breach and this Agreement shall not terminate. Any
termination by Franchisee -other than in accordance with this Section will be deemed a

termination by Franchisee without cause. |

'

13.2 Termination by Franchisor—Effective Upon Notice.

Franchisor shall have the right, at its option, to terminate this Agreement. and all
rights granted Franchisee under this Agreement, without afferding Franchisee any
opportunity. to, cure any default (subject to any state laws to the contrary, in which case
state faw shall prevail), effective upon delivery to Franchisee of a notice of termination,
upon the occurrence of: any of the following events:

(a) Insolvency, If Franchisee becomes insolvent or admits in writing Franchisee’s
inability to pay its debts as they mature;, makes an ‘assignment for the benefit of creditors,

files: a petition under any foreign, state ‘or Umted States bankruptcy act, receivership
statute, of similar act or statute, or if such a pet|t|on is filed by a third party, or if an
application for a receiver is made by anyone and is not resolved favorably within ninety

(90) days;

(b)Material Misrepresentation, If Franchisee has made any material
misrepresentation or omission in connection with the acquisition or operation of the
(c) Criminal Conviction, If Franchisee or any Franchisee: Owner is convicted by a

trial court of, or pleads no contest to, a felony, a icrime. involving moral ‘turpitude, ‘or any
crime or offense reasonably likely, in the sole opinion of Franchisor to materially and



unfavorably: affect the Licensed Methods, Marks and associated goodwill and reputation of
Franchisor, the Reis & Irvy’s franchise system or Franchisee’s franchise business;

(d) ‘ If Franchisee
“commits fraud in connectlon with the purchase or operation of franchise business or
otherwise engages in ¢onduct that, in the sole Jqument of Franchisor, impairs or may
impair the goodwill assaciated with the Marks or otherwise subject the Marks or the Reis
& Irvy's. franchise system to ridicule, scandal, rep_rioaeh, scorn or indignity;

(e)Unauthorized Transfer. If Franchisee attempts to transfer, assign -or
encumber this Agreement or Franchisee’s rights and/or obligations under this Agreement
or, if Franchisee is an entity, any interest in Franchisee without' complying with the terms
and provisions. of this.Agreement;

) Agre ants, If Franchisor issues a notice of
'termlnatlon wrth respect to any other agreement between Franchisor and Franchisee;

(g)U If Franchisee or any person under Franchisee’s
contral intentionally or neghgently discloses to any unauthorized person, or ‘copies or
reproduces, the contents or any part of the Manual or any other trade secrets or
confidential information of 'Franchisor or its affiliates;

(h)Repeated Non-Compliance, If Franchisee fails on two (2) or more separate
occasions in any 12-month period to comply with the terms of this Agreement whether or
not Franchisee corrects the failures. after Franehi'sor’sr delivery. of notice toFranchisee;

(N If Franchlsee fails to pay any amounts due to
Franchisor or its affiliates, or to Location owners or Franchisee’s ‘suppliers or other
creditors, within ten (10) days after written demand therefor;

() Loss of Riaght to Operate Rohots. If Franchisee loses the right to operate
the Robots because of the suspension, termlnatlon or interruption of any permit or other
authonzatlon requrred for the operatlon of the Robots (lncludlng access to Locatlons),

and is able to renew, any such permlt or authorlzatlon wrthln a reasonable penod of time
and Franchisor has agreed to manage the franchlse business during such period as
.contemplated by Section 13.5; |

(k) Abandonment, If Franchisee fails to adequately stock, service or operate any
of its Robots:in working order for a period of five (5) consecutive days. This provision shall
not apply to any event of force majeure, defined as acts of Ged 'such as tornadoes,
earthquake, hurricanes, floods, fire or other natural catastrophe, war, terrorist acts, riot or
other civil disturbance, or other similar: forces that. Franchisee could not by. the exercise. of
reasonable diligence have avoided (“force majeure”) that prevents Franchisee from being
able to adequately stock, service or operate its. Robot; provided, however, that
Franchisee's financial inability. to perform shall not be deemed to be an event of force
majeure;

[()] Unauthorized Operations. If Franchlsee engages in any business or other

actrwty that conflicts with Franchisee’s obligations'under this Agreement, including
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providing frozen confectionary vending services at any location that is not an Approved
Location; i

(m) Underreporting of Amounts Due, If Franchisee understates any
payment :due to Franchisor by two percent (2%) or more, or understates any payment
due to Franchisor in any amount two (2) times in any two (2)-year-period;

A, If Franchisee or any

of Franchlsees Owners employees or representatlves dlsconnects or otherwise disables

any Robot or takes ‘any other action that, prevents or prohibits Franchisor from maintaining
direct and uninterrupted access to the Robot or obtaining Robot Data;

(o)zmt_p_f_ms_u[angg. If Franchisee fails to provide Franchisor with certificates
evidencing the insurance coverage required, by this Agreement within five (5) days after
Franchisor's written demand therefor;

(P)Emlu:e_tn_mnu_nLChmanLAddr.ess. If Franchisee fails to provide

Franchisor with written notice -of any change of [Franchisee’s contact information within
five (5) days of any such chande, or fails to: r_espond to any written request for such
information from Franchisor within the time ,periedi requested by Franchisor;

(q)Unsafe or Unsanitary Conditions. If Franchisee violates any health, saféty
or sanitation law, ordinance ‘or regulation, fails any health department inspection or
operates any Robot in @ manner that presents a health or saféty hazard to the public; or

(r) Non-Curable Default, If Franchisee defaults in .any obligation under this
Agreement or any other agreement between Franchisor and Franchisee that is not by its.

nature capable of being cured by Franchisee.
13.3 Termination by Franchisor—Thirty Days’ Notice

Franchisor shall have the right to terminate this Agreement (subject to any state
laws to the contrary, in which case state law shall prevail), effective upon delivery of thirty
(30) days’ prier written notice to Franchisee, if Franchisee breachés any other provision of
this Agreement, including if Franchisee fails to comply with the Manual, and fails to cure
the default during such thirty (30)-day period. Notwithstanding the foregoing, if the
breach is curable but cannot reasonably be cured within such thirty: (30)-day period and
Franchisee has undertaken good faith diligent efforts to comply and to furnish proof
acceptable to. Franchisor; then Franchisee shall be! 'given an additional reasonable period of
time to cure the. breach and this Agreement: will not terminate; provided, however, that in
no event shall Franchisee’s. cure period exceed a total of sixty (60) days after delivery of
the original writtén notice of default.



13.4 No Waiver '

The description of any default under this Agreement in any notice provided to
Franchisee shall in no way preciude Franchisor from specifying additional or supplemental
defaults in any actien, suit or proceeding relatmg to this Agreement or the termination of
this: Agreement.

13.5 Management of Locations by Franch‘isor

If Franchisor issues a notice of default, Franchisor shall have the right (but not the
obligation) to manage: Franchisee’s Locations :until Franchisee curés all defaults to
Franchisor's satisfaction. In the event Franchisor manages Franchisee’s Location,
Franchisee will pay Franchisor the managemenit fee set forth on Exhibit B and Franchisor
shall also bear the costs of inventory during any such period of Franchisor management.
Franchisor’s operation of Franchisee’s Locations shall be on Franchisee’s behalf and
Franchisor shall have only a duty to use reasonable efforts and shall not be liable to any
créditor of Franchisee or for any obligations. mcurred at any Location during such period of
Franchisoer management or otherwnse

13.6 Default Fee; Right to Stop Supplying Products Upon Default

In the event Franchisor notifies Franchlsele in writing that Franchisee is in default
under this Agreement, and such default remains uncured following Franchisee’s receipt of
Franchisor’s notice of such default, Franchisee shall pay Franchisor a default fee of $200
immediately upon expiration of any applicable cure period set forth in the applicable
notice of default. Franchisor shall also have the right upon the issuance of a notice of
default to notify all suppliers that the stippliers may stop selling Products and providing
sérvices to Franchisee until Franchisee has cured &ll defauits.

13.7 Default Prior to Robot Installation

Franchisee acknowledges and agrees that if Franchisee commits: a default: under
this Agreement prior to the installation of any Robots and Franchisee fails to cure any.
such default within the applicable cure period, Franchiser shall have the right, in its
discretion, to terminate this: Agreement and to retain any funds paid by Franchisee to
Franchisor as of the date of termination of this Agreement and Franchisee shall not be
entitled to receive any refund of any- such funds. i

13.8 No Election of Remedies '|
|

Franchisor’s rights.and remedies ‘set forth ‘in this Article 13 are in addition to, and
not'in limitation of, any other rights and remedies Franchisor may have at.law or in equnty,
all of which Franchisor hereby expressly reserves and Franchisor’s exercise of ‘any:
particular right or remedy shall not be deemed an electlon of remedies.




13.9 Franchisee Obligations Upon '_l“erminet'ion or Expiration

Franchisee. is obligated upon termination or expiration of this Agreement to
immediately:

| (a) Pay Franchisor all amounts due under this Agreement or otherwise;

| (b) Remove all Maiks from the Robots and Franchisee's vehicle and other
property (whether in the form of decals, graphics, signs;or other indicia) and
return to Franchiser all materials containing any Marks or otherwise
identifying or relating to the franchise business;

(c) Not directly or indirectly. at any time. or in any manner ldentlfy Franchlsee,
Franchisee’s Owner of any business with which Franchisee or its: Owner is
affiliated, 'as a current or former franchisee or licensee of Franchisor; or as
otherwise associated with Franchisor, or use any license issued to Franchisee.
or any Mark, ary imitation thereof or other indicia in any manner .or fot any
purpose, or utilize for any purpose any. trade name, trade, or service mark or
other commercial symbol that suggests or indicates a connection  or
association with Franchisor;

| (d) Take such action as may be required to cancel all fictitious or assumed name
or equivalent registrations relating to Franchisee’s use of any Marks;

' | . (&) Comply with any post-termination or post-expiration requirements set forth in
this Agreement or the Manual;

| (f) Cease to use any item associated with the Reis & Irvy’s franchise system, the
Marks or the Licensed Methods in any business or otherwise and return to
Franchisor (at Franchisee's expense) the Manual and any other cenfidential
materials which have been loaned t@ Franchisee, including copies of, or any
component.thereof, in any form;

] (g) Remove all Products from all of Franchisee’s Robots; and

N (h) If applicable, (i) cease using or ‘opérating any Online. Presence related to
Franchisee’s Reis & Irvy’s business of the Marks, and (ii) take any action as
may be fequired to disable such Onllne Presence or transfer exclusive
control and access of such Online’ Presence to Franchnsor, as Franchisor
determines in its sole discretion.

i 14 CONFIDENTIALITY; NON-COMPETITION

14.1 Confidentiality

Franchisee shall treat, and shall ensure that its Owners, employees and
representatives treat, all information Franchisee 'receives which comprises the Licensed
Methods (including, witheut limitation, the Manual) as proprietary and confidential ‘and not
use stich information in an unauthorized manner or disclose the same to: any unauthorized
person Franchlsee agrees that such material is the sole property of Franchisor and its




|

| .
affiliates. Franchisee acknowledges that the Marks and the Licensed Methods have
valuable goodwill attached to them, that their protection and maintenance are. essential to
Franchisor, and that any unauthorized use or, disclosure of the Marks and Licensed
Methods will result ‘in irreparable harm to Franchisor and Licensor. All ideas, :concepts,
techniques, or materials concerning Robots and the franchise business, whether of not
protectable ‘intellectual property and whether or not created by. or for Franchisee or its
Owners, employees or representatives, must be promptly disclosed to Franchisor ‘and will
be Franchisor’s sole and exclusive property, part of the Reis & Irvy’s franchise system, and

works made-for-hire for Franchisor. To the extent an item does. not qualify as a “work

‘made-for-hire” for Franchisor, Franchisee assigns ownership of, and all related right to,
that item to Franchisor, and Franchisee agrees to execute whatever assignment or other
documents Franchisor requests to reflect Franch|sor’s ownership of, or to help Franchisor
obtain intellectual property rights in; the item.

Franchisor reserves the right to require that any employee, agent, ar independent
contractor that Franchisee hires executes a non-disclosure and non-competition
agreement to protect the information Franchlsee receiVes which comprises the Licensed
Methods (including, without limitation, the Manual) Franchisor reserves the right to
regulate the form of non-disclosure and non-competition agreement that Franchisee. uses.
and to be a third-party beneficiary of those agreements with independent enforcement
rights. Franchisée acknowledges that any form of non-disclostre and non-competition
agreement that Franchisor requires Franchisee to use, provides to Franchisee, or regulates
the terms of, may or may not be enforceablelI in a particular jurisdiction. Franchisee
agrees that Franchisee is ‘solely responsible for obtalnlng its own profe55|onal advice with
respect to. the adequacy of the terms and provisions. of any confi identiality and non-
compete agreement that Franchisee's employee‘s agents and independent contractors
sign.

14.2 Non-Compete during Term ,
|
|
During the term of this Agreement, neither Franchisee nor any of Franchisee’s

‘Owhers shall engage in any business or other activity that involves any machines that are

substantially: similar'to Robots.
14.3 Post-Termination Non-Compete

(a)  Franchisee specifically acknewledges and agrees that in accordance with

the terms. of this Agreement, Franchisee will, as a result of becoming a franchisee in the

Reis & Irvy’s franchise system and operating Franchisee’s franchise business; Franchisee
will receive valuable specialized training and Franchisor's confidential information
regarding the Marks, the Licensed Methods, and other operational, sales, promotional, ‘and.
marketing methods and ‘techniques for the operation of Robots , Franchisor and the Reis
& Irvy’s franchise system, In addition; Franchlsee specifically acknowledges and. agrees:
that prior to becoming a Reis & Irvy’s franchlsee, Franchisee had no experience;
information or knowledge whatsoever about ‘the operation of Robots, machines
substantially similar to Robots, or the franchise business and that Franchisee’s knowledge
of the Marks, the Licensed Methads, and the Reis & Irvy’s franchise system was obtained
solely from Franchisor. Therefore, for a period of one (1) year from the later of (i) the
effective’ date of termination or expiration of this Agreement for any reason, or (i) the
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date on WhICh Franchisee and its: Owners begin to comply with this ‘Section, Franchisee
and its Owners will not, without Franchisor's prior written consent, either directly or
indifectly,. for itself or themselves, or through, on behalf of, of in conjunction with any
person, persons, or legal entity, own, advise, operate, engage in, be employed by, make:
loans to, or have any interest in or FE|atI0nShIp or association with. any business that
provides frozen confectionary vending services at any site within 25 miiles of any Location
(“Competing Business”).

(b)  In the event Franchisee breaches the provisions of this Section 14.3, in
addition to all other remedies available  to Franchisor, Franchisee shall pay Franchisor,

throughout the one-year non-compete period; five percent (5%) of the gross revenue of

any Competing Business. Franchisee shall payl such amounts 'to Franchisof on the
fifteenth (15th) day of each month on account of the gross revenue.in the prior month.
Franchisor shall have the right, upon reasonable; prior notice to Franchisee, to audit the
books and records: 6f the Competing Business to confirm Franchisee’s. compliance with this

‘Section.

|
15 INDEMNIFICATION

15.1 Indemnification of Franchisor

Franchisee agrees to indemnify, defend and hold harmless Franchisor and its
affiliates, and their respective shareholders, partners, members, directors, officers,
employees, representatives and agents (collectlvely the “Franchisor Indemnified Parties”),
from and against, and to reimburse them for all claims, obligations: and damages
described in this Section 15.1 arising directly or indirectly from; as a result of, or in
connection with, (a) Franchisee’s breach of any of the terms or provisions of this
Agreement, (b) Franchisee's operation of the franctise busiriess, |nclud|ng any- actions.
taken by Franchisee of its Owners, employees .or other persons under Franchisee’s
control, tthe operation and maintenance of the Robots or Franchisee’s vehicle used in the
franchise ‘b_usiness,_ or () the misuse of the Marks or Licensed Methods in: any manner,
including, without limitation, those alleged to be or found to have been caused by any
Franchisor Indemnified Party’s fiégligence, unless (and then only to the extent that) the
claims -and liabilities ‘are determined to be caused solely by the Franchisor Indemnified
Party’s intentional misconduct in a final, un-appealable issued by a court or arbitrator with
competent jurisdiction. For purposes of this indemnification, claims shall mean and
include all obligations, actual and consequential damages, and costs: reasonably. incurred
in the defense of any claim against ‘the Franchisor Indemnified Parties, including, without
limitation, reasonable accountants’ attorneys, and expert witness fees, costs of
investigation and proof of facts, court costs, other litigation expenses, and travel and
living expenses. Each Franchisor Indemnified Party shall have the. right to defend any

such claim against. it at Franchisee’s expense and to agrée to settlements or take any
other remedial, corrective, or other actions. Any assumption by Franchisor shall not modify
Franchisee’s indemnification obligations. Franchisee’s indemnification obligations. set forth
in this Section shall continue. in full force and effect subsequént to and notwithstanding
the expiration, termination, or non-renewal of this. Agreement.

32



15.2 Indemnification of Franchisee

Franchisor shall indemnify and hold harmless Franchisee and its. shareholders,
partners, members, directors, officers, employees, representatives and agents (collectively
the “Franchisee Indemnified Parties”) from and:agalnst and to reimburse them for, all
claims,. obligations and damages described in this Section 15.2 arising directly or indirectly
from, as a result ©f, or in connection with (a) any claims- against Franchisee that.
Franchisee’s use of the: Marks infringes on any third party’s alleged trademark, or
(b) Franchisor’s. breach of any of its obligations, under this Agreement, except that this
indemnity shall not extend to any. liability resultmg from Franchisee’s negligence or willful
misconduct. For purposes of this indemnification, claims. shall mean and include all
obligations, -actual and .consequential damages; and costs reasonably incurred in the
defense of any' claim against the Franchisee Indemnified Parties, including, without
limitation, reasonable accountants’ attorneys’;, and expert witness fees, costs of
investigation and proof of facts, court costs, other litigation expenses, and travel and
living expenses. Franchisee shall provide Franchisor with prompt written notice of any
claim for indemnification hereunder.

16 DISPUTE RESOLUTION
16.1 Choice of Law

This: Agreemenit shall be interpreted and construed under the laws of the state of
California. In the event of any conflict of law, the laws of the state of California shall
prevail, without regard to the application of California conflict of faw rules, except that any
state law regulating the sale of franchises or governing the relationship: of a Franchisor
and its franchisees will not apply Unless ItS jurisdictional requirements are met
independently: witheut reference to this paragraph If, however, any provision of this
Agreement would not be: enforceable under the laws of the state of California, and if the
franchise: business is located outside of California and such provisions would be
enforceable under the laws of the state in which the franchise business is located, then
such provision shall be interpreted and construed tinder the laws of thatstate.

16.2 Venue

Subject to the: provisions. of Section 16.4, the parties agree that any action; brought
by either party against the other in any federal or state court shall be brought within the
county in which Franchisor has its principal place of business at the time 'the action ‘is
initiated’ (currently, :San Diego County, California), and the parties hereby waive all
questions of personal jurisdiction or venue for'the purpose of carrying out this provision.

16.3 Non-Exclusivity of Remedy

No right or remedy ‘conferred. upon or reserved to Franchisor or Franchisee by this
Agreement is intended to be or is exclusive of any-other right or remedy in this Agreement
or by law or equity provided or permitted, but each shall be cumulative of every other
right or remedy.

I
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16.4 Mediation

Before either party may initiate any actlon regarding any dispute, claim or
controversy arising out of or relating to this Agreement or the breach, termination,

enforcement, interpretation or validity thereof; or any dispute, claim or-controversy arising

out of or relatmg to any non-exclusive right or remedy. a party believes it has, the parties
must first attempt to resolve the dispute through mediation conducted in accordance with
the Commercial Mediation Procediires ‘of the American Arbitration Association, or such
other rules ‘as the parties may mutually agree. Mediation shall be conducted in the state
and county in which Franchisor has its principal place of business at the time of the
mediation (currently, San Diego County, California), and shall be conducted -and
completed within ninety (90) .days following the date either party- first gives notice: of

mediation unless otherwise agreed in writing by the partiés. The parties will share equally
the fees and costs of the: mediator. The mediator ishall be disqualified as a witness, expert

or counsel for either party with réspect to the dispute and any related matter. Mediation

is a compromise negotiation and shall constitute privileged communications under
California and other applicable laws. The entire: mediation process shall be confidential
and the conduct, statements, promises, offers, V|ews and epinions' of the mediator and

the parties shall not be discoverable or admlssmle' in any legal proceeding for any.
purpose; provided, however, that evidence: which is otherwise discoverable: or admissible
shall not be excluded from discovery or admission as a result of its use ‘in the mediation.
If a party fails to reasonably cooperate in schedullng and completing a mediation within
ninety (90) days after giving or receiving notice thereof, such party shall be precluded
from and not entitled to recover costs, expenses; and/or prevailing attorneys’ fees in any
subsequent legal proceeding. Despite the parties’ agreement to mediate, the parties each
have the right in a proper case to seek temporary restraining orders and temporary or
préliminary |nJunct|ve relief from a court of competent jurisdiction; provided, however,
that the parties must contemporaneously submit the dispute,. controversy or claim for
mediation .as provided in this Section.

16.5 Limitation of Adjudicative Proceedings

(@) 'THE PARTIES IRREVOCABLY WAIVE TRIAL BY JURY IN ANY ACTION,
PROCEEDING, OR COUNTERCLAIM, WHETHER AT LAW OR IN. EQUITY, BROUGHT BY
EITHER OF THEM AGAINST THE OTHER,, WHEI'HER OR NOT'THERE ARE OTHER PARTIES
IN SUCH ACTION OR PROCEEDING. }

J

(b) Any dispute, claim or controversy arising out of or relating to this
Agreement, the: relationship of Franchisor and Franchisee, Franchisee’s operation of the
franchise business, or any dispute, claim or controversy arising out of or relating to any
non-exclusive right or remedy a party beélieves it has (collectively, “Claims”); shall be

.commenced within .one; (1), year from the occurrence of the facts giving rise to such

Claims, or such Claims.shall be: barred.

- (g The parties hereby waiveé to the f_uilest extent permitted by law any rightto
or claim of any punitive or exemplary damages against' the other and agree that any
dispute between them each :shall be limited to the recovery of any actual damages

sustained by the party. Franchisee agrees not to bring any claim asserting that any: of the
Marks are; generic or otherwise.invalid.



(d)  Franchisee agrees that the members, managers, shareholders, directors,
officers, employees, and agents of Franchisor and its affiliates shall not be personally
liable nor named as a party in any action between Franchisor and Franchisee.

|

(e) Franchisor and Franchisee agree that, in connection with any such
proceeding regarding Claims, each must:submit ‘or file any claim that would constitute a
compulsory counterclaim (as defined by Rule 13 of the Federal Rules of Civil Procedure)
within the same proceeding as the claim to which it relates. Any such claim that is not
submitted or filed as described above will be forever barred.

" The parties agree that any proceedmg régarding Claims will be conducted
on an individual, not a class-wide, basis. The parties: waive to. the maximum extent
permitted by law the right to bring, maintain, or participate in any class, collective, or
representative. proceeding. Further, any Claims must be brought in the individual capacity

of the party asserting the claim, and cannot be maintained on a class, collective;, or

representative basis, to the full extent permitted by applicable law.

(@ The parties agree that a proceeding between Franchisor and Franchisee
may not be consolidated with another proceedlng between Franchisor and any other
person -or .entity, nor may any claims of another party or parties be joined with any claims

asserted in any action or proceeding between Franchisor and Franchisee.

(h)  No previous: course of dealing shall be admissible to explain, modify, or
contradict the terms of this Agreement.

(i) No implied Govenant of good faith and fair dealing shall be used to alter thé:
express terms of this Agreement.

16.6 Injunctive Relief

Nothing in this Agreement: bars Franchisor’s right to obtain specific: performance of
the provisions of this Agreement and injunctive relief against conduct: that threatens to
injure -or harm Franchisor, the Marks or the franchise system; under customary equity
rules, including applicable rules for obtaining restraining orders and preliminary
injunctiens. Franchisee agrees that Franchisor may obtain such injunctive relief and will
hot be required to post a bond to obtain injunctive: relief and that Franchisee’s only
remedy if an injunction is entered against Franchisee will be the, dissolution -of that
injunction, if warranted, upon due hearing, and Franchiseé héréby expressly waives any
claim for:-damages caused by such injunction. |

17 MISCELLANEOUS PROVISIONS
17.1 Franchisor’s Right to Cure Franchisee Defaults

In addition to all other remedies granted to Franchisor, if Franchisee.is in default of

any of its obligations under, or in breach of any ‘tefm of condition of this Agreement or

any other agreement ‘between Franchisor and Fra(nchlsee Franchisor may, at its election,
immediately or at any time thereafter, without ‘waiving any claim for default or breach
hereunder and ‘without notice to Franchisee, cure the default or breach for the account

and on behalf of Franchisee, and any. costs incurred by Franchisor shall be due and




payable on demand, shall be deemed to be addltlonal compensation due to Franchisor
under this Agreement, and shall be added to the next payment of fees that becomes due
to Franchisor, at the election of Franchisor.

17.2 Non-Disparagement

During the: term of this. Agreement and fellowmg expiration or termination of this
Agreement for any reason, Franchisee and Owners agree. not to, and to use their best
efforts to cause their respective current and former owners, agents, principals, officers,
directors, shareholders, members, partners, employees representatives, attomeys
spouses, parent: companies, predecessors, afﬂhates subsidiaries, successors and assigns
not to, disparage, impugn or otherwise speak or: wnte negatively, directly. or indirectly, of
Franchisor or Franchisor’s current and former owners, agents, principals, officers,
directors, shareholders, members, partners, employees, representatives, attorneys,
spouses, parent companies, predeoessors, affiliates, 'subsidiaries, successors: and assigns,
the Reis & Irvy’s brand, the Reis & Irvy’s franchise system, or any other service-marked or
trademarked concept of Franchisor or its affiliates; or take any other action which would
subject: the Reis &.Irvy’s brand to ridicule, scandal, reproach, scorn,. or indignity or which
would negatively impact the goodwill .of Franchisor, its affiliates, or the Reis & Irvy’s
brand. ,

17.3 Grammar, Headings; Exhibits and Construction

The masculine of any pronoun shall includé the feminine and the neuter thereof,
and the singular of any noun or pronoun shall include the plural, or vice versa, wherever
the context requires. Article and Section headings are for convenience of reference only
and shall not be construed as part of this Agreement nor shall they limit or define the
meaning of any provision of this Agreemenit. The Recitals included in this Agreement and
the terms of all Exhibits attached to this Agreement are incorporated into this Agreement
by reference. Neither this: Agreement nor any unicertainty or ambiguity. in this Agreement
shall be construed or resolved against the drafter of this Agreement, whether under any
rule of construction or otherwise. Each of the parties has reviewed this Agreement and it
shall be construed and interpreted according to the ordinary meaning of the words used
so as to fairly accomplish the purposes and ‘intentions. of the. parties. The parties intend
that if.any provision of this. Agreement is susceptible to two or more constructions, one of
which would render the provision enforcéable and the other or others of which would
render the provisien unenforceable, then the provision shall be given the meaning that
renders it enforceable.

17.4 Non-Waiver

No failure by either party to take action on account of any breach or default under
this Agreement, whether in a single instance or repeatedly, and no course of dealing of
the parties or Franchisor's dealings with other ifranchisees in variance with the terms.
hereof constitutes a waiver of any breach or default of the performance of a party’s
pérformance under this Agreement. No express|wa|ver by either party of any term or
provision of this. Agreement or performance under this Agreement; or of any breach of
default under this Agreement shall constitute a waiver of any other or future term or
provision, performance or breach or defauit. No waiver or extension of time shall be




effective unless expressly contained in a writing signed by the parties. Franchisor may in
its discretion elect from time to time to waive. obligations of Franchisee under this
Agreement upon such terms and conditions as Franchiser may, in ifs discretion, set forth
in such waiver. No acceptance of performance or payments from Franchisee shall be
deemed to be a waiver by Franchisor of any preceding or succeeding breach by
Franchisee of any terms or conditions: of this Agreement. No mediation shall delay,
suspend, or prevent €ither party from exercising its right to terminate this Agreement at
the time and in the manner set forth in Article 13."

17.5 Survival

All of Franchisor’s and Franchisee’s and itsiOwners’ obligations that expressly or by
their nature survive the expiration or termination ‘of this Agreement. will continue in full
force and effect subsequent to and notwithstanding its expiration or termination and until
they are satisfied in full or by their nature expire (including, without limitation, the post-
termination non-compete covenant, dispute resolution, and notice and confidentiality
‘provisions):

17.6 No Right to Set-off

Franchisee shall not be entitled to set-off:any payments due to Franchisor under
this Agréement against any monetary claim Franchisee may believe it has against
Franchisor. .

|
17.7 Invalidity and Severability |

If ‘any' provision of this Agreement is determmed to be invalid or unenforceable,
either in its entirety or by virtue of its scope or appllcatlon to given circumstances, such
provision shall be' deemed modified to the extent] i necessary to render thé same valid, or
as not applicable to the given circumstances, or to be excised from this Agreement,; as the
situation may require, and ‘this Agreement shall be construed and enforced as if such
provision had been included in this Agreement as so modified in scope or application, or
had not been included in this Agreement, as the case may be, it being the stated intention
of the parties that had they known of such invalidity or unenforceability .at the time of
entering into this Agreement, they would have nevertheless contracted upon, the terms
contained in this Agreement, either excluding such provisions; or ‘including such provisions:
only'to the maximum scope and application permitted by law, as the case maybe.

17.8 Notice

All notices under this Agreement shall be in writing and shall be. delivered in
person, by express mail; by certified mail, by overnight delivery or by electronic
transmission. Delivery shall be deemed conclusively made: (a) at the time of delivery, if
personally ‘delivered, (b) twenty-four (24) hours (exclusive of weekends and national
holidays) after deposit in the United States mail, properly addressed and postage prepaid,
if delivered by express mail, (c) upon the earlier of actual receipt or three (3) calendar
days after deposit in the United States mail, properly addressed and postage prepaid,
return receipt requested, if delivered by certified’ mail, (d). twenty-four (24) hours after
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delivery if by private overnight delivery, and (e) ene (1) business day after electronic
transmission (with confirmation copy :sent by reg_ylar United States mail),

Any. notice or demand to Franchisor shali be given to:

REIS & IRVY’S, INC.

2620 Financial Court, Suite 100

San Diego, California 92117

Fax: 858-210-4258

Attn: Legal Department

Any notice to Franchisee shall be sentito the address appearing on Exhibit C,
unless and until a different address has been designated by ‘written notice to. Franchisor;
which in no event shall be later that ten (10) days from the date of any such change.
Either party may change its address for the purpose of receiving notices, demands and
other communications by a written notice given |n the manner: set forth above to the other

party.. |
17.9 Entire Agreement

This Agreement and Exhibits to this Agreement, any documents executed
contemporaneously herewith which expressly reference this Agreement, and any
documents referred to in this Agreement constitute and contain the entire Agreement and
understanding of the parties with respect to the subject matter hereof. There are no
representations, undertakings, agreements, terms, or conditions not contained or referred
to in this Agreement. No officer, employee, representative or agent of Franchisor has any.
authority to make any- representation or promlse not contained in this. Agreement or in
any ‘franchise disclosure. document for prospectwe franchisees required by law, and
Franchlsee|agrees that it has executed this Agreement without refiance upon any such
representation or promise. This Agreement supersedes and extlngmshes any prior written
agreement between the parties relating to the subject matter hereof, provided that it shall
not abrogate, impair, release or extinguish any debt, obligation or- liability otherwise
existing between the parties. This Agreement may not be modified or amended except in
a writing signed by both parties. Notwithstanding the foregoing, nothing in this Agreement
is intended to disclaim representations made by Franchisor in its franchise disclosure
document.

17.10 Relationship of Parties |

Nothing contained in this Agreement shall be: deemed or construed to create the
relationship of principal and agent, partnership, joint venture or employment, or a
fiduciary relationship, and Franchisee' shall not hold itself out as an agent, legal
répresentative, partner, subsidiary, joint venturer, servant or employee of Franchisor or
any affiliate of Franchisor. With respect to all matters pertaining to the operation of the
franchise business, Franchisee is, and shall be, an independent contractor. Neither
Franchisor nor Franchisee has the right to bind 'or- obligate the other to any obligations or
debts. Franchisee is the independent: owner of the. franchise business, shall be in full
control thereof, and shall conduct such business iin accordance with its own judgment and
discretion, subjéct only'to the provisions of this Agreement. Franchisee shall
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conspicuously: identify itself as the independent :owner of its business and as a franchisee
of Franchisor. Neither party heréto shall be obligated by, or have any liability for, any
agreements, representations or watranties mad‘e by the othér party nor shall Franchisor
be liable for any damages to any person .or property, directly or indirectly, arising out of

the operation of the franchise business; whether caused by Franchisee’s negligent or

willful action. or failure to act.

Franchisee also acknowledges. that, because Licensor is the owner of the Marks,
Franchisee and Franchisor agree: that Licensor will be a third-party beneficiary of those
provisions. in this Agreement relating to usage of the Marks, with the independent right to
enforce such provisions against Franchisee and to seek damages from Franchisee for
Franchisee’s failure to comply with those: provisions..

17.11 Compliance with Applicable Law

If any applicable law of any jurisdiction requires: a greater prior notice of the
termination of, or refusal to renew, this Agreement than is required under this Agreement,
the prior notice or other action required by such applicable law shall be substituted for the:
notice or other requirements hereof. Such modificatiens to this Agreement shall be
effective: only in such jurisdiction and shall be enforced as originally made: and entered
into in all other jurisdictions. Franchisor reserves the right to. challenge the applicability of
any such law. |

17.12 Entity Franchisees

If Franchisee is an entity, it shall, except as otherwise approved in writing by
Franchisor: (a) confine its activities, and its governing documents shall at all times provide:
that its activities are confined, exclusively to operatmg the franchise business, (b). furnish
Franchisor with its governing documents (e.g., articles of organization or formation or
operating .agreement) as well as such other documents as Franchisor may reasonably
request, and any amendments thereto; (c) maintain stop transfer instructions against the

transfer of any equity or other ownership: interests, (d) maintain a current list of ‘all
Owners of record of Franchisee and furnish the list to Franchisor upon request, (e)

complete: and deliver to Franchisor the information concerning the entity required by
Exhibit C, and (f). notify Franchisor in writing within ten .(10) days -of any change in the
information contained in Exhibit C, including any change of Franchisee’s address or other
contact information.

17.13 Approvals, Consents and Guarantees

If Franchisee is an .entity, Franchisor shall not be bound unless all Owners of
Franchisee have read and approved this Agreement and -agree that any restrictions
applicable to Franchisee shall also apply to each of them individually and collectively
(including 'the prohibition on their ability to transfer their interests in Franchisee) and
further agree, if Franchisor so requires, to personally, jointly and severally, guarantee the:
performance of Franchisee under the terms of this Agreement by executing the. form of
Guarantee set' forth in Exhibit D. Franchisor shall not be bound unless and until an
authorized officer of Frarichisee signs this. Agreement

|
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17.14 Exclusive Remedy

In no event shall Franchisee make any claim for money damages based on any
claim or assertion that' Franchisor has unreasonably withheld or delayed any' consént or
approval under this Agreement. Franchisee walves any such claim for damages.
Franchisee may not claim any such- damages: by way of setoff, counterclaim or defense,
Franchise€e’s sole: remedy for any claim will be an action or proceeding to enforce the
provisions of this Agreement, for specific performance or for:declaratory judgment.

17.15 Counterparts and Electronic Copies

This Agreement may be executed in any, number of counterparts, each of which
shall be deemed to be an original and. all of which together shall be deemed to be one-and
the same instrument. Signatures transmitted electronically or by facsimile will be. deemed
original signatures, Electronic copies of this Agreement shall constitute and be deemed an
original copy of this Agreement for all purposes, provided that such electronic copies are
fully executed, dated and identical in form tolthe original hard copy version of this
Agreement. |

17.16 Acknowledgements.

Franchisee and each of its Owners, jointly and severally, acknowledge that they
have carefully read this Agreement and all other related documents to be executed
tconcurrently 'or in conjunctlon with the executlon hereof that they have obtamed the
the nature of this Agreement and that they intend to _comply wuth and be bound by thls
Agreement. Franchisor expressly disclaims making, and Franchisee and its Owners
acknowledge and ‘agree that they have not received or relied on, any warranty or
guarantee, express or implied, as to the potential volume, profits, expenses, or success of
the franchise. business. Franchisee and its Owners further acknowledge and agree that
Franchisee has conducted an independent |nvest|gat|on of the franchise business,
Franchisor, and the Reis & Irvy’s franchise system and recognizes that the franchise
business involves business risks and that its success will be largely dependent upon the
ability of Franchisee and if its Owners as independent busihesspersons. Franchisee
acknowledges. that Franchisee and its Owners have read and understood this Agreement
and the Exhibits to this Agreement and that Franchisor has accorded Franchisee ample
time and opportunity to consult with advisors of Franchisee’s own choosing about the
potential benefits and risks: of entering into this Agr|ee_ment

17.17 Franchise Disclosure Document |

Franchisee acknowleddes that Franchisee and its Owners recéived a copy of the
Reis & Irvy's franchise disclosure document, which contains-a copy. of this: Agreement, at
least fourteen (14) calendar days before the Effective Date. Franchisee and its Owners
furthér acknowledge and .agree that Franchisor has made no promises, representations,
warranties or assurances to Franchisee which are inconsistent with the terms of this:
Agreement or Franchisor’s franchise. disclosure document, concerning the profitability or
likelihood of success of the franchise business, that Franchisee ‘and its Owners have been
informed by Franchisor that there can be no guarantee of success of the franchise
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business and that the business ability and aptitude of Franchisee and its Owners is
primary in determining Franchisee's success.

17.18 Atypical Terms

Franchisee and its:Owners acknowledge and agree that Franchisor may modify the
offer of its franchises to other franchisees: in any manner and at any time, which offers
have or may have terms, conditions, and obligations that may differ from the tefms,
conditions and obligations contained in this Agreement. Franchisee and its Owners further
acknowledge and agree that Franchisor has made no warranty or represeritation that all
franchise agreements previously issued or issued after this Agreement by Franchisor do or
will contain terms substantially similar to those contained in this Agreement. Franchisor
may, in its reasenable busingéss judgment and its sole and absolute discretion, due to local
business conditions or otherwise, waive or modify’ comparable. provisions of other
franchise agreemients previously executed or executed after the Effective Date with other
ftanchisees in a non-uniform manner. |

17.19 Anti-Terrorism Laws

Franchisee shall .comply with, and/or assist Franchisor to the fullest extent possible
in Franchisor’s efferts to comply with Executive ‘Order 13224 issued by the President of
the United States, the USA Patriot Act, and all other present and future federal, state and
local laws, ordinances, regulations, policies, lists and any other requirements of any
government authority addressing or in any way relating to terrorist acts and acts of war
(“Anti-Terrorism Laws”). Franchisee and its Owners. certify, represent and warrant that
none of their property or interests is subject to a;“block” under any of the Anti-Terrorism
Laws and that neither Franchisee nor its Owners are otherwise in violation of the Anti-
Terrorism Laws. Any violation of the Antl-Terronsm Laws by Franchisee or Franchisee’s

Owners, shareholders, members, directors, offi icers, eémployees or any “blocking” of

Franchisee’s assets under the Anti-Terrorism Laws constitute grounds for immediate
termination .of this Agreement and any other agreeménts Franchisee has entered into with
Franchisor :of any of its affiliates. Franchisee shall netify Franchisor by telephone within
twenty-four (24) hours, and confirm in writing within two (2) days after receiving notice of
an investigation or violation of any Anti-Terrorism. Laws, and notify Franchisor in writing

within ‘three (3) days of the commencement of any othér litigation or proceeding which

may adversely- affect the operation or financial condition of the franchise business.

(Signature page to Franchis‘e‘ Agreement follows)



IN WITNESS WHEREOF; the parties. have executed this Agreement as of Effective

Date stated below.

REIS & IRVY'S, INC.

By:

Its:

*Date:

*Effective Date of Franchise Agreement

FRANCHISEE:

e

Its:

|

1 an individual;

] a general parthership;

1 a limited. partnership;

] a limited liability company;

1a corporation
|

[Signature Page to. Franchise Agreement]
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EXHIBIT-A
TO FRANCHISE AGREEMENT
TERRITORY; NU,MBE]R OF ROBOTS
TERRITORY:
ROBOTS:

[ ] REIS & IRVY'S ROBOTS

REIS & IRVY'S, INC.

By:

Its:,

FRANCHISEE:
L
L
L
[
[—’

By:

Its:

Reis’& Trvy’s, .Inc. 1

2018_10-FDD | Ex; B ~ Franchise.Agreement
1202.005.010/249544.4.

]', an 'individual;

Jia general partnership;

]-a limited partnership;

]!a limited liability company;.

]1a corporation:



o EXHIBIT-B.
TO FRANCHISE AGREEMENT
FEES AND GHARGES
[ TYPE OF FEE OR CHARGE* " ~ AMOUNT - '+ 9
Initial Franchise Fee $5,000 per Robot i ‘

1. If purchasing 2 Robots, $52,500 per
Robot (plus applicable sales tax

£2! If purchasing 3 Robats, $50,000
per Robot (plus applicable sales tax).

2:3._If purchasing 6 Robots, :$47,500

| Purchase Price per Robot (new
franchise; must purchase 2, 3, 6, 9,
12, or

A B e per Robot (plus applicable salestax).
2,20 Robots) 3:4. If purchasing 9' Robots, $45,000
! per Robot (plus apphcabié sales tax).
5. If purchasing 12 Robots, $42,500 per
P$\0b0t (pIus appllcable sales tax)—)

Purchase: pnce for“each Robot: will be
the'then-current purchase price being
charged for new franchises; however
Franchisee will be entitled to any then-
applicable discounts for each additional
Robot (in the aggregate) that
Franchisee is purchasing above.a given

| Purchase Price for additional Robots

3- Robot tier,
Purchase Price for Flavor Burst. |
_ , tax)'_
Cleaning Cart 4250 per each (plus applicable sales
‘ | @&x)
Location Procurement Fee $,2’5:0,0 per Robot (subject to credit; if
‘ ] applicable)
Location Rejection Fee | $1,250 per Robot ]
. o 12% of Monthly Gross Revenue per
Robat Royalties Robot
Currently $7.95 per month, per Robot,
Remate Monitoring Fee but subJect to increase:in Franchisor’s
: dnscretlon

Initial Training Program Fee (for

attendees in excess of two) Currently, $250 per person per day

Remedial Training Fee 'Currently, $1,000 per pers_on per day
Additional Training Fee, Currently, $250 per person per day
$2,500 per Robot paid at time of
Relocation Fee relocation request (does not include:
__shipping/freight)




|
Franchisee Conference Fee $500 per person
Default Fee $200

Custom Design. Fee

Currently, $150 per hour

Download Preparation Fee

_ Currently, $150 per hour

Renewal Fee $5,000
Management Fee , $99 per Robot per day
Manual Replacement Fee $100

Service Fee:

$150 per hour

Transfer Fee

$2,500 per Robot

Interest and late charges on overdue
payments

Interest on those amounts from the
date payment was due until paid, at the
greater of ten percent (10%) per
annum, calculated monthly, or at'the
maximum interest rate permitted by law
and (b) a late penalty fee of five
percent (5%) of the overdue amount
payable within 30 days of the date it
became late

*All fees are nonrefundable unless described otherwise in the Franchise Agreement.

REIS & IRVY'S, INC. 1
|
l
By:_ _ |
Its? ,
{
|
FRANCHISEE: i
|
[ lanindividual;
[ ]ageneral partnership;
[L 1a limited partnership;
[ 7alimited liability company;
[L ]acorporation
By: \
Its:.




EXHIBIT C |

TO FRANCHISE AGREEMENT

FRANCHISEE INFORMATION
Notice Address

Franchisee’s physical address for'purposes of the Notice provisions.of the Franchise
Agreement (CANNOT BE A POST OFFICE BOX ADDRESS) is:

‘Name:

EMAIL ADDRESS;

CONTACT PHONE: NUMBER: 1
ADDRESS:

|

If Franchisee is an Entity

If Franchisee is an entity, Franchisee represents: and warrants that the following
information is accurate and complete in all material respects:

(1)  Franchisee is a: [ ] corporation [ ] limited liability' company [ ] general partnership
[ 1 limited partnership [ ] Other (specify):.

(2)  Franchisee shall provide to Franchisor concurrently with. the completion and
execution hereof true and accurate copies of its articles of organization or formation and
such other documents as Franchisor may reasonable request.

(3) The name and address: of each person who has an ownership interest in
Franchisee and his or her percentage ownership interest in Franchlsee are:

'\' ~ OWNER NAME . ' ADDRESS PERCENTAGE

. oo | INTEREST

(4)  The names, addresses and titles of Franchlsee s Owners who will be devoting their
full time to the franchise business:

| ADDRESS




]
L
REIS & IRVY'S, INC.
{
By: i} '
Its:
FRANCHISEE:
|
j
[ “]an individual;
[L 1ageneral partnership;
[ ]a limited partnership;
[L ]a limited liability company;
[L ]a corporation
By:
Its:

[Signature page:to Exhibit.C]



EXHIBIT D

, | .
TO FRANCHISE A]GREEMENT

GUARANTEE

As an inducement to REIS & IRVY’S, INC., a Nevada corporation (“Franchisor”) to execute
the Franchise Agreement with____ (“Franchisee”) dated , 20__, and in
consideration of Franchisor executlng the Franchise-Agreement, the following guarantors
(“Guarantors”), jointly and severally, agree:as: follows

1. Guarantors shall pay or cause: to be paid to Franchisor all monies. payable by
Franchisee under the Franchise Agreement on the date and in the manner required for payment..

2. Guarantors unconditionally guarantee full performance and discharge by Franchisee

of all of the obligations. of Franchisee under the Fr'anch|se Agreemient on the date and in the

manner required.

3. Guarantors shall indemnify and save harmless Franchisor, and each of their
respective shareholders; directors, employees, affiliates and agents (collectively “Indemnitees”)
against and from all losses, damages, costs, and expenses which the Indemnitées may sustain,
incur, or become liable for by reason of the failure for.any. reason whatsoever of Franchisee to pay

the monies payable pursuant to the Franchise Agreement or to do and perform any other act,

matter or thlng required by the Franchise Agreement, and any act, action, or proceeding of or by
Franchisor for or in connection with the recovery of monies or the obtalnlng of performance by

Franchisee of ‘any other act, matter or thing required b by the Franchise Agreement

4, Franchisor shall not be cbligatéd to. proceed against Franchisee: or exhaust any
security from Franchisee or pursue or exhaust any remedy, including any legal or equitable relief
against Franchisee, before proceeding to enforce the :obligations of the Guarantors, and the
enforcement of such obligatiens: may take place before, after, or contemporaneously with,

enforcement of any debt or obligation of Franchisee under the Franchise Agreement.

5. Without affecting ‘the Guarantors’ obiigations under this ‘Guaranty, Franchisor,
without notice to the Guarantors, may extend, modify, or release any indebtedness or obligation
of Franchisée, or settle; adjust, or compromise any cllalms against Franchisee. Guarantors waive
'notlce of amendment of the Franchise Agreement and notice of demand for payment of

6. Guarantors’ obligations under this Agreement shall remain in full force and effect,
and shall be unaffected by: (a) theé unenforceability of the Franchise Agreement against
Franchisee, (b) the termination of any obligations of Franchlsee under the Franchise Agreement

by operation of law or otherwise, (c) the bankruptcy, 'lnsolvency, dissolution, or other liguidation
of Franchisee, including, without limitation, any surrender or disclaimér of the Franchise

Agreement by the: trustee in bankruptcy of Franchisee, (d) Franchisor’s consent or acquiescence
to any bankruptcy, receivership, insolvency, of any other creditor's proceedings of or against
Franchisee, or by the winding-up or dissolution of Franchlsee or any other event or occurrence:

E,‘g ‘1'




which would have the effect at law of terminating the existerice of Franchisee’s obligatiens before;
the termination of the Franchise Agreement, or () by any other agreements. or other dealings
between the Part'les havmg 'the effect of amendlng or altenng the Franchlse Agreement or
Franchlsee of any Default of Franch|see or by any other matter, thing, act or omlssmn of
Franchisor whatsoever.

7. ALL DISPUTES INVOLVING A GUARANTOR (WHETHER OR NOT RELATED TO THIS
GUARANTEE) SHALL BE ADJUDICATED AND RESOLVED IN ACCORDANCE WITH THE PROVISIONS,
APPLICABLE TO FRANCHISEE WHICH ARE SET FORTH IN ARTICLE 16 OF THE FRANCHISE
AGREEMENT; WHICH SECTION, AMONG OTHER THINGS INCLUDES MEDIATION ‘OF MOST
DISPUTES, A MUTUAL WAIVER OF TRIAL BY JURY IN ANY COURT PROCEEDINGS, LIMITATIONS
ON. THE TIME WITHIN WHICH TO COMMENCE AN ACTION, AND A WAIVER TO THE EXTENT
PERMITTED BY LAW OF ANY RIGHT TO OR CLAIM OF ANY PUNITIVE, EXEMPLARY, OR
CONSEQUENTIAL DAMAGES.

8. The Notice proyisions of the Franchise Agreement. shall apply to any notice to any
party to this Agreement, éxcept that notice to Guarantors shall be as follows:

9. Each of the undersugned represents . and warrants that; if no signature: appears:
below for such undersigned’s. spouse, such undersigned is either not married or, if married, is a
resident of a state which doés not require the consent of both spoisses to encumber the assets of
a marital estate. By 'signing below, the undersigned spouse of the Guarantor indicated below,
acknowledges, and consents to the guaranty given herein by his/her spouse. Such consent also
serves to bind the assets of the marital estate to Guarantor's performance of this ‘Guaranty.
Franchisor confirms ‘that a spouse ‘who signs this Guaranty solely in ‘his or her capacity as a
spouse (and not as an owner) is signing merely to at:knowledge and consent. to the execttion of
theé Guaranty by his or her spouse .and to bind the assets of the marital estate as described
therein and for no other purpose (including to bind the spouse's own separate property).

(Signature page ;fo‘llows_)




~ IN WITNESS WHEREOF, each of the: undersigned has signed this Guaranty on the date set
forth -above. '

GUARANTORS:
i

|
Name: Address:

Signature:

Spouse’s Name: !

‘Signature:

Name: Address: |

Spouse’s Name:

[Signature. page to Exhibit D]
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STATE:ADDENDA
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i
ADDITIONAL DISCLOSURES FOR THE

FRANCHISE DISCLOSURE DOCUMENT OF
_REIS & IRVY'S INC.

The following are additional disclosures for the Franchise Disclosure Document ‘of Reis &
Irvy’s, Inc. required by various state franchise, laws. Each provision of these additional
disclosures will only apply to you if the applicable state franchise registration and disclostre law
applies to you. |

CALIFORNIA .

1L 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.

2  SECTION 31125 OF THE FRANCHISE INVESTMENT LAW REQUIRES US TO GIVE
YOU A DISCLOSURE DOCUMENT APPROVED BY THE COMMISSIONER OF BUSINESS
OVERSIGHT BEFORE WE ASK YOU TO CONSIDER. A MATERIAL MODIFICATION. OF YOUR
FRANCHISE AGREEMENT.

3 OUR 'WEBSITES, www.reisandirvys.com, www.froyobusiness.com and
www.froyofranchising.com HAVE NOT BEEN REVIEWED OR APPROVED BY THE CALIFORNIA
DEPARTMENT OF BUSINESS OVERSIGHT. ANY' COMPLAINT:! S CONCERNING THE CONTENT
OF THESE WEBSITES MAY BE DIRECTED TO THE CALIFORNIA DEPARTMENT OF BUSINESS
OVERSIGHT AT www.dbo.ca.gov.r

4 The following is added at the end of Item 3:

Neither we, our parent, predecessor or affiliates nor any person in Item 2 of the
Disclosure Document is subject to any currently effective order of any national
securities association or national securities exchange, as defined in the Securities
Exchange Act of 1934, 15 U.S.C.A. Sections 78a et seq., suspending or expelling
such persons from membershlp in that association or exchange.

5. The following is added at the end of Item 5:

Pursuant to an order of the California Department: of Business Oversight,- we will
defer: collection of all payments' payable tto us or our affiliates .under the.
Franchise Agreement until all our initial obllgatlons are complete and you have
begun operating your franchise. |

6 The following paragraphs are added at the end of Item 17:

California Business and Professions Code; Sections' 20000 through 20043 provide
rights to the franchisee concerning termmatlon transfer or .nonrenéwal of a
franchise. If the Franchise Agreement contains a provision that is: inconsistent
with the law, and the law applies, the law. WI|| control.




The Franchise Agreement contains a coJenant not to compete that extends
beyond terimination. of the franchise. This provision might not be enforceable
under California law. \

The Franchise Agreement provides for 1;t‘e‘_‘r’r'n_ination upon bankruptey. This
provision might not be enforceable under federal bankruptcy law (11 U.S.C.A.
Sections 101 et seq.).

The Franchise Agreement requires you to sign a general release of claims upon
renewal or transfer of the Franchise Agreement. California Corporations Code
Section 31512 provides that any condition, stipulation or provision purporting to
bind. any person acquiring any franchise to waive compliance. with any provision
of that law or any rule or order thereunder is void. Section 31512 might veid a
waiver of 'your rights under the Franchise Investment Law (California
Corporations Code ‘Section 31000 - 31516). Business and Professions Code
‘Section 20010 might void a waiver of your rights under the Franchise Relations
Act (Business and Professions Code Sections 120000 — 20043).

7. The following paragraph is added at the end of Item 19:

The earnings claims figures do not reflect the costs of :sales, operating expenses
or other costs or expenses that must be deducted from 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 Robots. Franchisees or former franchisees listed in the Franchise Disclosure
Document may be one source of this infermation.

¥
‘GEORGIA

1. If the company fails:to deliver the product, equipment, or supplies necessary to
begin substanitial operation of the business within 45 days of the delivery date stated in your
contract, you may' notify the company in writing and demand that the contract be cancelled.

|

7 2. The company selling a business opportunity or the seller shall collect no more
than 15 percent of the purchase price. The balance of the purchase price shall be paid into
an escrow account, established with a bank or an attorney, which is agreed upon by both
parties. The balance in escrow shall be paid to the company 60 days after the date the
purchaser commences -operation of the business or upon complete compliance with the terms
of the contract, whichever happens first. ‘

i
HAWAII |
1. _ _ The following risk factor is added as an additional risk factor to the State Cover

Page of the. Disclosure Document: l

The aud|ted ﬁnanual statements Qf our parent Generation NEXT Franchlse

Reis & Irvy's; Inc.
2018 10 FDD | Ex. € —State Addenda
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2.

deposits payable to us shall be deferred until all our-pre-opening obligations have
been satisfied and you have begun ogeratlng your franchise.

The following paragraphs are added to the end of Items 5 and 7:

2.

Ihe_Hawan Commnssmner of Securltles requnres us to defer collectlon of aII

ILLINOIS
The following ‘paradraph is added to the end of Items 5 and 7:

Pursuant to an order of the Illinois Attorney General's Office, based on our
financial -condition, we will defer collection of the initial franchise fees you owe. us
under the Franchise Agreement until you have commenced doing business under
the Franchise Agreement. ‘

__The follewing paragraphs are added to the end of Item 17: Tliinois law
governs the agreements between the parties to this franchise.

Section 4 of the. Iflinois Franchise Disclosure. Act provides that any provision in a
franchise agreement that designates jurisdiction or venue outside the State' of

Tllinois is void. However, a franchise agreement may. provide for arbitration in a
'venue outside of Illinois.

Section 41 of the Illinois Franchise Disclosure Act provides that any ‘condition,
stipulation, or provisien purperting to bind any person acquiring any franchise to
waive compliance with the Illineis Franchise Disclosure Act or any other law of
Illinois 'is void.

MARYLAND

. . . |
1. The following is added to the end of Item 5:

Based upon our ﬁnanc1a| .condition, the Marvland Securities. Comm|55|oner has

you shall be deferred untll we complete our Dre-openmq obllgatlons under _the
franchise agreement.

However, any_ release recmlred as a condltlon of renewal sale and[or
assr nment .transfer will net a' \ : :

3



You may bring suit in Maryland for claims arising under the Maryland Franchise

Rglstratlon and Disclosure Law.

5. __The follewing language is added ‘tozt)he end of the chart in Ttem 17:

You miist bring any claims afising under the Maryland Franchise Registration and
Disclosure Law within 3 years after the grant of the franchise.

MINNESOTA
1. The following paragraph is added to: the end of Items.5 and 7:.

Pursuant to an order of the Minnesota Commissioner of Commerce, we will defer
collection of the initial franchise fees you owe us' under the Franchise Agreement
until you have commenced doing business url\der the Franchise Agreement.

2. Trademarks. The following sentence is added to the end of Item 13:

Provided you have complied with all provisions of the Franchise Agreement
applicable to the Marks, we wili protect your rights to use the Marks and we also
will indemnify you from any loss, costs or expenses from any claims, suits or
demands regardmg your use of the Marks ' in  accordance: with  Minn. Stat.
Sec. 80C.12 Subd. 1(g).

is. added at the end of the chart in Item 17¢

ition. The following

With respect to franchises. governed by Minnesota law, we will comply with Minn..
Stat. Sec. 80C.14, Subds. 3, 4 and 5 which require, except in certain specified
cases, that you be given ‘90 days’ notice of termination (with 60 days to cure) of
the Franchise Agreement and 180 days’ notlce for non-renewal of the Franchise
Agreement. .

Minn. Stat. Sec.. 80C.21 and Minhn. Rule 2860.4400) might prohibit us: from
réquiring litigation. to be conducted outside Minnesota, requiring waiver of a jury
trial or requiring you to consent to liquidated, damages, termination penaities or
judgment notes. In addition, nothing in the Franchise Disclosure Document: or
Franchise Agreement can abrogate or reduce any of Franchisee’s rights as

2
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provided for in Minnesota Statutes 1984, Chapter 80C, or your rights to any
procedure forum: or remedies provided for by the laws of the jurisdiction. These
provisions. also provide that no condition, stipulation or provision in the Franchise

Agreement will in; any way abrogate or réduce any of your rights under the

Minnesota Franchises Law, including, if applicable, the right to submit matters to

the jurisdiction of the courts of Minnesota.

Any release required as a condition of renewal, sale and/or transfer/assignment
will .not apply to the extent prohibited by apphcable law with respect to claims
arising under Minn. Rule: 2860.4400D. A

NEW HAMPSHIRE

THE NEW HAMPSHIRE DISTRIBUTORSHIP DISCLOSURE ACT MAKES IT

UNLAWFUL TO SELL. ANY DISTRIBUTORSHIP IN THIS STATE WHICH IS

SUBJECT TO THAT ACT WITHOUT, FIRST PROVIDING TO THE

PROSPECTIVE DISTRIBUTOR AT LEAST 7 DAYS PRIOR TO THE
EXECUTION BY SUCH ‘DISTRIBUTOR OF ANY BINDING
DISTRIBUTORSHIP AGREEMENT, OR AT LEAST 7 DAYS PRIOR TO THE
PAYMENT OF ANY CONSIDERATION, WHICHEVER OCCURS FIRST, A
COPY OF THIS DISCLOSURE STATEMENT TOGETHER WITH A COPY OF
ALL PROPOSED AGREEMENTS RELATING TO THE SALE OF THE
DISTRIBUTORSHIP. IF THESE DOCUMENTS HAVE NOT BEEN
PRESENTED. TO YOU IN ACCORDANCE WITH THESE REQUIREMENTS,
YOU MAY VOID THE AGREEMENT WITHIN 90 DAYS BY SENDING
NOTICE OF YOUR INTENTION TO THE GRANTOR BY UNITED STATES
MAIL, RETURN RECEIPT REQUESTED. UPON RECEIPT OF THE NOTICE,
THE GRANTOR MUST REFUND ALL MONIES YOU HAVE PAID FOR THE
DISTRIBUTORSHIP PLUS INTEREST. THE DISCLOSURE STATEMENT
CONTAINS A SUMMARY ONLY OF CERTAIN MATERIAL PROVISIONS OF

THE DISTRIBUTORSHIP AGREEMENT. THE AGREEMENT SHOULD BE
CAREFULLY READ FOR AN UNDERSTANDING OF ALL RIGHTS AND
‘OBLIGATIONS OF BOTH GRANTOR AND:DISTRIBUTOR.

NEW YORK
}

1. The following information is added to the cover page of the Franchise
Disclosure Document:

INFORMATION COMPARING FRANCHISORS IS AVAILABLE. CALL THE

STATE ADMINISTRATORS LISTED IN [EXHIBIT A OR YOUR PUBLIC

LIBRARY FOR SOURCES OF INFORMATION: REGISTRATION OF THIS
FRANCHISE BY NEW YORK STATE DOES NOT MEAN THAT NEW YORK
STATE RECOMMENDS IT OR HAS VERIFIED THE INFORMATION IN
THIS FRANCHISE DISCLOSURE DOCUMENT: IF YOU LEARN THAT
ANYTHING IN THE FRANCHISE DISCLOSURE DOCUMENT IS UNTRUE,
CONTACT THE FEDERAL TRADE COMMISSION AND NEW YORK STATE
DEPARTMENT OF LAW, BUREAU OF iINVESTOR PROTECTION AND

2



THE FRANCHISOR. MAY, IF IT CHOOSES, NEGOTIATE WITH YOU ABOUT
ITEMS COVERED IN THE FRANCHISE DISCLOSURE DOCUMENT.
HOWEVER, THE FRANCHISOR CANNOT USE THE NEGOTIATING
PROCESS TO PREVAIL UPON A PROSPECTIVE FRANCHISEE TO ACCEPT
TERMS WHICH ARE LESS FAVORABLE THAN THOSE SET FORTH IN THIS
FRANCHISE DISCLOSURE DOCUMENT.

2. The following 'is added at the end of Item 3:
Except as provided above, with fegard to us, our predecessor, our parent,
affiliates, the persons identified in Item 2,. or.an affiliate offering franchises under
our principal trademark:

A. No. such party has an .administrative, criminal, or civil action pending
against that person dlleging: a felony, -a violation of a franchise, antitrust;
or securities law, fraud, embezzlement fraudulent conversion,
misappropriation of property, unfair or deceptive practices or comparable
civil or misdemeanor allegations. In addition, no such party has civil
actions pending ‘against that party, ether than routine litigation incidental
to the business, which are significant in theé context of the number of
franchisees and the size, nature, or, ﬂnancnal condition of the franchise
system .or its business operations.

|

B. No.such party has been convicted of a fefony or pleaded nolo: contendere
to a felony charge or, within the 10[year period |mmed|ate|y preceding
the application for registration, has been convicted of or pléaded nolo
contendere to a misdemeanor charge or has been the subject of a civil
action ‘alleging: violation of a franchlse, antifraud, or securities law; fraud;
embezzlement; fraudulent conversion'or misappropriation of property; or
unfair or deceptive practices; or comparable allegations.

C. No: such party is subject to a currently effective injunctive or restrictive
order or decree relating to the franchise, or under a Federal, State, or
Canadian franchise, securities, antitrust; trade regulation or trade practice
law, resulting from a concluded or pendmg action or proceeding brought
by a: public agency; or is subject to. any currently effective order of any
national securities. association or national securities exchange, as defined
in the Securities and Eichange Act of 1934, suspending or expelling such
person. from membership in such association or exchange; of is subject to
a currently effective injunctive or restrlctlve order relating to any other
business activity as a result of an actlon brought by a public agency .or
department,.including, without I|m|tat|on actions affecting a license as a
real estate broker or sales agent.

2
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3. The following is:added to the end of Ttem 4:

Except 'as provided above, with regard to us; our affiliate, our predecessor,
officers or general paitners, or any oether individual who will have management
responsibility: relating to the :sale or operation of franchises offered by this
Disclosure Document, no such party, has during the 10-year pefiod immediately
before the date of the offering circular: (a) filed as debtor (or had filed against it).
a petition to start an action under the U. 5! Bankruptey Code; or (b) obtained a
discharge of its debts under the bankruptcy code; or (c) was a principal officer of
a company or a general partner in a partnership that either filed as-a débtor (or
had filed against it) a petition te start an action under the U.S. Bankruptcy Code
or'that obtained a discharge of its debts under the U.S. Bankruptcy Code during
or within 1 year after that officer or general partner of the franchisor held this
position in the Company or partnership. 1

4. The followmg is added to the end of the “Summary” sections -of Item 17(c),
entitied Reguire; s : T A xte

}, and Item 17(m), entitied

However, to the extent required by applicable law, all rights you enjoy and any.
causes of action ‘arising in your favor from! the provisions of Article 33 of the
General Business Law of the State of New York and the regulations issued
thereunder shall remain in force; it being the intent of this proviso that the non-
waiver provisions of General Business Law Sections 687.4 and 687.5 be satisfied.

5——The followmg |s added to the end of the “Summary” section of Item 17(d),
5. entitled Iy

The Franchisee may terminate the agreement on any grounds available by law.

6. The following is added to the end of the “Summary” section of Item 17(j),
entitled Assi ‘ L by franchi ‘:‘I )

However, no assignment will be made except to an assighee who, in goad faith
and judgment of the franchisor, is' willing and fi nancially able to assume the
franchisor’s obligations underthe franchise agreement.

7. The following is added to the end of the “Summary” sections of Item 17(v),
entitled Choigce of forum, and Item 17(w), entitled Choice of law:

However, the governing choice of law and choice of forum shall not be
considered a waiver of any right conferred upon you by the provisions of Article
33 of the General Business Law of the State of New York.

|
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]
NORTH CAIﬁOLINA:

1 The following paragraphs are added as a separate: North Carolina State Cover
)



DISCLOSURES REQUIRED BY NORTH CAROLINA LAW

The State of North Carolina has not rewewed and does. not approve recommend,
endorse or sponsor any business opportumty The information contained in this
disclesure has not been verified by the State. If you have any questions about
this investment, see an attorney. before you: sign.a contract or agreement,

If the seller fails to deliver the product(s), equipment: or supplies necessary to
begin substantial :operation of the business within 45 days of the delivery date:
stated in'your contact, you may netify the seller in writing and demand. that the
contract be cancelled.

NORTH DAKOTA
1. Thefollowing is added at the end of Item 5:

The North Dakota ‘Securities Commissioner requires us to defer payment of the initial
franchise fee and other initial payments you owe us under the Franchise Agreement
until we have completed all of our pre-opening obligations to you under the Franchise
Agreement and you have commenced doing business pursuant to the Franchise
Agreement.

The followmg is added to the end of the “Summary” sections of Item 17(c), entitled
Reguirement: ane : xtend, and Item 17(m), entitled

2.  However, any release required as a condition of renewal, sale and/or
assignment/transfer will not apply to. the extent prohibited by the North Daketa Franchise
Investment Law.

3. entitled N

3:—The following is added to the end of the “Summary” sectlon of Item 17(r),

C,ovenants‘ not to compete such as those mentioned above are generally
considéered unenforceable in the State.of North Dakota; however, we and you will
enforce the .covenants to the maximum: extent the law allows.

4. The. "Summary” section of Item 17(u), entitled Dispute resolution is deleted
and replaced with the following:

To the extent requited by the North Dakota Franchise Investment Law (unless
such requirement is preempted by the Federal Arbitration Act), mediation will be
at a site to which we and you mutually: agree.

5.

5:6. __The “Summary” section of Item 17(v), entitled thm_qﬂqmm, is deleted and
replaced with the following:

2



You must sue us in the county in which we: have: our principal place. of business
(currently San Diego County, California), except that to the extent required by
the North Dakota Franchise Investment Law, you may bring an action in North
Dakota.

&7. __ The “Summary” section of Item 17(w), entitied Choice of law, is deleted and
replaced with the following:

Except as otherwise required by North Dakota law, the laws of the State of
California will ‘apply.

RHODE ISLAND

-1—~—The follewing language is added to the end of the “Summary” sections.of Item
1. 17(v), entitled Choice of forum, and 17(w), entitled Choice of law:

Section 19-28.1-14 of the Rhode Island Franchise Investment Act provides that
“A provision in a franchise agreement festricting jurisdiction or venue to a forum
outside this state or requiring the application of the laws of another state is: void
with respect'to a claim otherwise ‘enfbrceable’l under thisAct.”

If the seller fails to deliver the product; equ1pment or supplies necessary to begin
substantial operation of the business within 45 days of the delivery date stated in
your contact, you may. notify the seller in writing and demand that the contract
be cancelled. i

SOUTH CAROLINA

1 The following paragraphs are added as a separate South Carolina State Cover
Page:

DISCLOSURES REQUIRED BY SOUTH CAROLINA LAW

The. State of South Carolina has: not réviewed'and does not approve recommend,
endorse, .or sponsor any business: opportunity. The: information contained in this
disclosure has not been verified by the State. If you have any questions about
this investment, see an attorney before you 5|gn a contract or agreement.

If the seller fails to deliver the product(s), :e‘quipmen’t or supplies necessary to.
begin substantial operation of the businéss within 45 days of the delivery date
stated in your contact, you may notify the seller in writing and demand that the
contract be cancelled.




VIRGINIA
1. The following language is added to the end of Item 5:

The Virginia State Corporation Commission’ s Division of Securities and Retail Franchising
requires us to defer payment of the initial franchise fee and other initial payments owed

by franchisées to. us until we have completed our pre-opening obligations under the
Franchise Agreement. I

2-—The following language is added to the _end _of the “Summary” sectlon of
2. Ttem 17(h), entitled 2 ' ‘ ~ '

Pursuant to Section 13.1-564 of the. Virginia Retail Franchising Act; it is unlawful
for a franchisor to cancel a franchise without reasonable cause. If any grounds
for default or termination stated in the Franchise Agreement does not constitute
“reasonable cause;” as that term may be defined in the Virginia Retail
Franchising Act or the laws of Virginia, that. provision may not beenforceable.

WASHI:NG'IEON

1. The following paragraph is added at thevend of Item 5:

Department of Fmancual Instltutlons has requxred a ﬁnanC|al assurance‘
Therefare, the initial fee owed by you shall be. deferred until we complete our
pre-opening obligations under the franchise agreement and the Franchisee’s
Business is operational.

2. The following paragraph is added at the end of Item 17:

If any of the provisions in this Franchise Disclosure Document or Franchise
Agreement are inconsistent with the relationship provisions of Revised Code of
Washington Section 19.100.180 or any other requirements. of the Washington
Franchise Investment: Protection Act (the “Act”), the provisions of the Act will
prevail over the incensistent terms of the Franchise Disclosure. Document or
Franchise Agreement. 3




THE FOLLOWING PAGES IN THIS EXHIBIT ARE
STATE-SPECIFIC RIDERS TO THE

FRANCHISE AGREEMENT
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RIDER TO THE
FRANCHISE AGREEMENT
FOR USE IN CALIFORNIA

THIS RIDER is made and entered into by and between Reis & Irvy's, Inc., a Nevada
Corporation -("“Franchisor ’), and , a(n)

(“Franchisee”) with reference to the following facts:

1. BACKGROUND. Franchisor and Franchisee are parties to that certain Franchise
Agreement dated , 20 (the “Franchise Agreement”). This
Rider is annexed to and forms part of the Franchise Agreement. This Rider is being sighed
because. (a) the offer or sale of a franchise is being made or accepted in California, or (b)
Franchisee is domiciled in California and the Rels & Irvy’s business will be operated in
California.

2.. INITIAL FRANCHISE FEE. The following language is added. at the end of
Sections 4.1, 5.1 and 5.3 of the Franchise Agreement

Payment of all initial fees to Franchisor or its affiliatés is postponed until after all of
Franchisor’s initial obligations are compléte and Franchiseé has begun operating its
franchise.,

IN WITNESS WHEREOF, the parties have executed and delivered this to be effective
as of the Effective Date of the Franchise Agreement.

FRANCHISOR:
Reis & Irvy’s, Inc.

a Nevada corporation:

By:_. _ Its:

FRANCHISEE:

[ | an individual;

[_Ja J general partnership;
__]a ____limited partnership;
]a _____limited liability company;
Ja, ‘corporation
By:
Its:

Reis. & Irvy's, In¢. ‘
2018_ 10 FOD'| Ex. C - State:Addenda |
1202.003.010/249546



RIDER TO THE
FRANCHISE AGREEMENT
FOR USE IN HAWAIT

THIS RIDER is made and entered into by'and betweer
Corporation (“Franchlsor’ﬁ. and . ,a(n)

1. BACKGROUND. Franchisor and Franchisee are _parties to that certain Franchise

Agreement dated .20 (the “Franchise Agreement”). This
R|der is annexed to and forms part of the Franch:se Aqreement Thns Rider is being sm\edl

ERANCHISOR:

Reis & Irvy's, Inc.
a Nevada corporation

——e——
——
== ‘
|
[___Janindividual;
[_Ja general partnership;
[_Ja 1 limited partnership;
[_1la | limited liability company;
[__1a corporation
By: ] 7 .
Its: '

Reis& Iy, Inc:
2018_10:FDD | Ex..C'- State Addenda
1202.003:010/249546




general partnership;
limited partnership;

limited liability company;
corporation

I
|
By:
Its:
FRANCHISEE:
|
|
|
|
[__Jan indiVidL;aI;
[ 1a
[_]a
[Ja
[—1a
By:
Its:

Reis:& Irvy's, Inc. 7 ,
2018,_10 FDD | Ex;C - State Addenda
1202.003:010/249546



RIDER TO THE
FRANCHISE AGREEMENT
FOR USE IN ILLINOIS

‘THIS RIDER is made and entered into by and between Reis & Irvy's, Inc., a Nevada
‘Corporation (“Franchisor”), and. a(n_)

(“Franchisee™) ‘with refererice to the following facts

1. BACKGROUND. Franchisor and Franchfsee are: parties to that certain Franchise
Agreement dated L, 20 (the “Franchise Agreement”). This
Rider is .annexed to and forms part of the Franchise Agreement. This Rider is being signed
because (a) any of the offering or sales activity relating to the Franchise Agreement occurred
in Illinois and the Reis & Irvy’s business that Franchisee will operate under the Franchise
Agreement will be located in lllinois; and/or (b) Franchisee is domiciled in Illinois.

2. INITIAL FRANCHISE FEE. The following language is added at the end of
Sections 4.1, 5.1 and 5.3 of the Franchise Agreement:

Franchisor will defer collection of initial franchise fees Franchisee owes Franchisor
under this Agreement, until Franchisee has commenced doing business tnder this
Agreement. |

|

3. ].LLIN_QLS_LM The following paragraphs are: added to
the end of the Franchise- Agreement and supersedelany conflicting provisions in the Franchise
Agreement: '

Illinois law geverns the agreements between the parties to this franchise.

Section 4 of the Illinois Franchise Disclosure Act provides that any provision in a
franchlse agreement that desxgnates ]urlsdlctlon or venue outsude the State of

.....

venue outsnde of IIImoas

Section 41 of the Illinois Franchise Disclosure Act provides. that any condition,
stipulation, or provision purpoerting to bind any person acquiring any franchise to
waive compliance ‘with the Illineis Franchise Disclosure Act or any other law of
Illinois is void.

[Signature page follows]

918 10 FDD | Ex C'— State Addenda
1202.003.010/249546.



IN WITNESS WHEREOF, the parties have executed and delivered this to be effective
as of the Effective Date of the Franchise Agreemet.

FRANCHISOR:

Reis & Irvy’s, Inc.
a Nevada corporation

general partnership;

limited partnership;
limited liability company;;

corporation

By: Its: _
FRANCHISEE; |
] 1
[ aniindividual;
[_1]a
[_]a
[__Ja
[_Ja
By:
Its:
|
‘1
i
|
2
Reis & s Inc. :

2018 10 FDD | Ex, C —/State Addenda

1202:003.010/249546:



RIDER TO THE
FRANCHISE AGREEMENT
FOR USE IN MARYLAND

THIS RIDER is made and entered into by.and between Reis & Irvy Inc., @ Nevada
ucornoratlon CFranchlsor”) and ‘ N ca(n)

Aqreement dated 20 Lthe “Franchlse Aqreement”) ThIS
Rider |s annexed te and forms part of the Franchuse Aqreement Th|5 Rlder is bel ng signed.
(a) F ' / : ‘ ness_that

‘2. INITIAL FEES. Sections 4.1, 5.1 and 5.3 of the Franchise Agreement are
amended by adding the following language :tothe end of each section:

defer collectron of all_initial fees and. pavments owed by Franchlsee until

Franchisor compléte its pre-opening obligations under the Franchise Agreement:

3. RELEASES. The following is added to the end_of Sectlons 11, 2(f) (“Pre-
Conditions to Franchisee’s Transfer) and 12.2(d) ("Ri  th :

(“Insoivencv”) of the ‘Franchlse Agreement;

This Section 13.2(a) may not be enforceable under federal bankruptcy law
(11 U.S.C. Sections 101 et seq. ).

added to the end of’Sectron 16.5 (“erltatlon of Adludlcatwe Proceedmgs o} of the Franchrse
Agreement

\ : t under ‘the. Mandand Franchise
Reqnstratlon and Dlsclosure Law W|thm 3 vears after Franchisor grants Franchisee
the franchisé. |




as of the Effectlve Date of the Franchlse Aqreement

FRANCHISOR:

Reis. & Irvy's, Inc.
a_Nevada corporation

By: i
Its: .
FRANCHISEE: |
[_la general partnership;
[ la limited partnership;
[ _la_ limited liability company;
[__la __corporatjon
By:
Its:

ino



RIDER TO THE
FRANCHISE AGREEMENT
FOR USE IN MINNESOTA
THIS RIDER is made and entered into by and between Reis & Irvy’s, Inc.; a Nevada
corporation (“Franchisor”), and ' , a(n) .

(“Franchisee”) with reference to-the following facts:

1. BACKGROUND. Franchisor and Franchisee are parties to that certain Franchise
Agreement dated ., 20 (the “Franchise Agreement”). This
Rider is annexed to and forms. part of the Franchise Agreement. This Rider is being signed
because (a) the Reis & Irvy's business that: Franchisee will operate under the Franchise
Agreement will be located in Minnesota;. and/or (b) any of the offering or sales activity
relating to the Franchise. Agreement occurred in Minnesota.

2. INITIAL FRANCHISE FEE. The followmg language is added at the end of
Sections 4.1, 5.1 and 5.3 of the Franchise Agreement:

Franchisor will defer collection of initial franchise fees Franchisee owes Franchisor
under this Agreement until Franchisee has commenced doing business under this
Agreement.

A ] . The following sentence is added,
to the end of Artlcle 10 of the Franchlse Agreement

Provided Franchisee has complied with all provrsrons of this Agreement applicable
to. the Marks, Franchisor will protect. Franchlsees right to. use the Marks and will
indemnify Franchisee from any loss, costs or expenses arising out of any, claims,
suits or demands regarding Franchisee’s use of thie Marks in accordance with
Minn. Stat. Sec. 80C 12, Subd. 1(g).

4. RELEASES. The following is added to the end of Sections 11.2(f) and 12.2(d) of

the Franchise Agreement:
r

Any release required as a condition of renewal, sale and/or assignment/transfer
will not apply to the extent prohibited by the Minnesota Franchises Law.

5. WAL ERMINATION. ’T‘he’ following is added to the end of Article
13 of the Franchise Agreement g

However, with respect to franchises govérned by Minnesota law, Franchisor will
comply. with Minn. Stat. Sec. 80C.14, Subds. 3, 4 and 5 which require, except in
certain specified cases, that Franchisee be given 90 days” netice of termination
(with ‘60 days to cure) and 180 days’ notice 'of' non-renewal of this Agreement.




6. CHOICE OF LAW. The following tstatement is added at the end of Section
16.1 of the Franchise Agreement:

Nothing in this agreement will abrogate or reduce any -of Franchiseé’s rights
under Minnesota Statutes Chapter 80c or Franchisee’s right to any procedure,
forum or remedies that'the laws of the jurisdiction‘ provide.

_ 7. YENUE. The following language is added to the end of Section
16.2 of the Franchise Agreement:

Notwithstanding the foregoing, Minn. Stat Sec. 80c.21 and Minn. Rule
2860.4400j prohibit Franchisor, except in certain specified cases, from reqiring
litigation to be conducted outside of Minnesota. Nothing in this agreement will
abrogate or reduce any' of Franchisee's nghts under Minnesota Statutes Chapter
80c .or Franchisee’s rights to any procedure; forum or remedies that the laws of
the jurisdiction provide.

D) PR 8. The following language
is added to the end of Sectlon 16. 5 of the Franchlse Agreement

Minnesota law provides that no action may be commenced under Minn. Stat.
Sec. 80C.17 more than 3 years after the cause of action accrues.

1
i

9. . Section 166 of the Franchise Agreement.is deleted in
its entirety and replaced Wlth the follewmg language:

Nothing in this Agreement bars Franchisoer's 'right to obtain specific performance
of the provisions of this Agreement and seek injunctive relief against conduct
that threatens to injure or harm Franchisor, the Marks or the System, tnder
customary equity riles, including applicable fules for obtaining restraining orders
and preliminary injunctions. Franchisee agrees that Franchisee’s only' remedy if
an. injunction is entered against Franchisee: will be the dissolution of that
injunction, if warranted, upon due heanng,‘I and Franchisee hereby expressly
waive any claim for damages caused by 'such injunction. A court will determine if
a bond is required..




IN WITNESS WHEREOF, the parties have executed and delivered this to be effective
as of the Effective Date of the Franchise Agreement.

FRANCHISOR:
Reis & Irvy’s, Inc.

a Nevada ‘corporation

By: . . Its: |

FRANCHISEE:

[___] an individual;

[__Ja , general partnership;
I | limited partnership;
[__]a limited liability company;
[__Ja ______ corporation

By: — ‘

Its: , '




RIDER TO THE
FRANCHISE AGREEMENT
FOR USE IN THE STATE OF NEW YORK

THIS RIDER is made and entered into by and between Reis & Irvy’s, Inc., a Nevada
corporation (“Frarichisor”), and S a(n)

(“Franchisee”) with reference to the following facts

1. BACKGROUND. Franchisor and Franchisee are parties to that certain Franchise
Agreement dated 20 (the “Franchise Agreement”). This
Rider is annexed to. and forms. part of the Franch|5e Agreement. This Rider is being signed
because. (a). Franchisee is domiciled in the State iof New York and the Reis & Irvy’s business
that. Franchisee will operate under the Franchusle Agreement will be located in New York,
and/or (b) any of the offering or sales activity re|atmg to the Franchise. Agreement eccurred in
New York. ]

2. RELEASES. The following language is added to the end of Sections 11.2(f)
and 12.2(d) of the Franchise Agreement:

NotW|thstand|ng the foregoing all rights. enjoyed by Franchisee and any causes: of
action arising in Franchisee’s favor from the provisions of Article 33 of the
General Business Law of the State of New York and the regulations issued
thereunder shall remain in force to the extent required by the non-waiver
provisions of GBL Sections 687.4 and 687.5, as.amended.

3. W ‘The following language is added to the.
end of Section 13.1 of the Franchise Agreement: |

Franchisee also may terminate this Agreement on any grounds available by law
under the. provisions of Article. 33 of the General Business Law of the State of
New York.

4, TRANSFER BY FRANCHISOR. The following language is added to the end
of Section 11.4 of the Franchise Agreement:

|

However, to the extent required by applicable law, no transfer ‘will be made
except. to an assignee who, in Franchisor's. good faith and judgment; is willing
and financially able to assume Franchisor’s obhgatlons under this Agreement.

5. CHOICE OF LAW. The following statement is ‘added at the: end of Section
16.1 of the Franchise:Agreement:

This Section shall not be considered a waiver of any right conferréd upon
Franchisee by the provisions of Article 33 of the New York State General Business
Law;.as amended, and the regulations issued thereunder.

i




6. _ YENUE. The following sentence is added to the end of Section
16.2 of the Franchise Agreement:

This Section shall not be considered a waiver of any right conferred tpon

Franchisee by the provisions of Article 33 of the New York State General Business
Law, as amended, and the regulations issued. thereunder.

IN WITNESS WHEREOF, the parties have:executed and delivered this to be effective
as of the Effective Date of the Franchise Agreement.
FRANCHISOR:

Reis & Irvy's, Inc.
a Nevada corporation.

By: Its: _ :
‘ |
FRANCHISEE:
] r

[ } an individual;
[..Ja ‘ general partnership;
[_]a - limited partnership;
L la . limited liability company;
[ la . .corporation

By: 2

Its: : ‘




RIDER TO THE
FRANCHISE AGREEMENT
FOR USE IN NORTH DAKOTA
I
‘THIS RIDER is made and entered into by and between Reis & Irvy’s, Inc., a Nevada
corpoeration (“Franchisor?), and . , a(n)
(“Franchisee™) with reference to the following facts

1. BACKGROUND. Franchisor and Franchlsee are parties to that certain Franchise
Agreement dated . 20 (the “Franchise Agreement”). This
Rider is. annexed to and forms part of the Franchlse Agreement.. This Rider is being signed
because (a) Franchisee is: a resident. of North Dakota and the Reis & Irvy’s business that
Franchisee will operate under the Franchise Agreement will be located or operatéd in North
Dakota; and/or (b) any of the offering or sales activity relating to the Franchise Agreement
occurred in North Dakota.

2. INITIAL.EEES. Sections 4.1, 5.1 and 5.3 of the Franchise Agreement’ are
amended by adding the following language to the end of each section:

The North Dakota Securities; Commissioner requires Franchisor to defer payment.
of the initial franchise fee and other initial payments Franchisee owes Franchisor
under this Agreement until Franchisor has ‘completed -all of Franchisor’s pre-
opening obligations to Franchisee under this Agreement and Franchisee has
commenced doing business pursuant to this Agreement.

3. EQSI_IEBMJQN_QQMEEI[[IQN The following is added to the end of
Section 14.3 of the Franchise Agreement:

Covenants not to compete such as those mentioned above are generally considered
unenforceable in the State of North Dakota; however, Franchisor will enforce the
covenants to the maximum extent the law allows.

4,  RELEASES. The following is added to the end of Sections 11.2(f) and 12.2(d) of
the Franchise Agreement:

Any release required as a ‘condition of renewal, sale andjor assignment/transfer
will not apply to:the extent prohibited by the North Dakota Franchise Investment
Law.

5. CHOICE OF LAW. Section 16:1 of the Franchlse Agreement is deleted and
replaced with the following:

Except to the extent governed by the United States Trademark Act of 1946
(Lanham Act, 15 U.S.C. sections 1051 et seq.), or other United States federal
law, and except as otherwise required by North Dakota law, this Agreement, the
Franchise, and all claims arising from the relationship between Franchisor and
Franchisee will be governed by the laws of the state of California, without regard
to its conflict. of 1aws rules, except that any state law regulating the: sale of
franchises ‘or governing the relationship of a franchisor and its franchisee will not;




apply unless ‘its. jurisdictional requnrements are- met. independently without
reference to this section.

6. VENUE. The following is added to the end of Section 16.2 of the
Franchise Agreement:

Notwithstanding the foregoing, to the extent required by the North Dakota
Franchise Investment Law; and subject to Franchisee's arbitration obligations,
Franchisee may bring an. action in North Dakota for claims arising under the
North Dakota Franchise Investment Law.

7.

~ MEDIATION. The following is added to the end of Section 16.4
of the Franchise Agreement:

\
; provided, however, that to the extent otherwise required by the North Dakota

Franchise Investment Law (unless stch a requirement ‘is preempted by the:

Federal Arbitration Act), mediation shall be held at a site to which Franchisor and
Franchisee mutually agree.

: QF A ICA R . The following is added
to the end of Sectnon 16 5 of the Franchise Agreement

The statutes of limitations under North Dakota Law apply with respect:to. claims
arising under the North Dakota Franchise Investment; Law.

[Signature Pa’gei Follows]




IN WITMESS WHEREOF, the parties have executed and delivered this to be effective

FRANCHISOR:

Reis & Irvy’s, Inc.
a Nevada corporation

By: 7 : Its:

FRANCHISEE:

as of the Effective Date of the Franchise Agreement.

[___] an individual;

general partnership;

T
i

limited partnership;

)

limited liability company;

la__

I

.corporation

[]a
[_]a
[ Ja
[

By:

Its:,




RIDER TO THE
FRANCHISE AGREEMENT
FOR USE IN RHODE ISLAND
!
THIS RIDER is made and entered into by and between Reis & Irvy’s, Inc., a Nevada
_corporation (“Franchisor”), and . , afn)

(“Franchisee”) with reference to the following facts:

1. BACKGROUNPD. Franchisor and Franchisee are parties to that certain Franchise
Agreement dated, ‘ , 20 (the “Franchise Agreement™). This
Rider is annexed to and forms. part of the Franchise Agreement. This Rider is being signed
because (a) Franchisee is domiciled in Rhede Island and the Reis & Irvy’s business that
Franchisee will operate under the Franchise Agreement will be located in Rhode Island;
and/or (b) any. of the offering or sales activity relatmg to the Franchise Agreement occurred, in
Rhode Island.

2. 'CHOICE OF LAW / VENUE. The followmg is added at the end of Sections 16.1
and 16.2 of the Franchise Agreement:

Section 19-28.1-14 of the Rhode Island Franchise Investment Act provides that
“A provision in a franchise agreement restricting jurisdiction, or venue to a forum
outside this state or requiring the application of the laws of andther state is void
with respect to a claim otherwise enforceable under this Act.” To the extent
required by applicable law, Rhode Island law will apply to claims arising under
the Rhode Island Franchise Investment Act. ' ‘

_ L
[Signature Page Follows]
[




IN WITNESS WHEREOF, the parties have executed and delivered this to be effective
as of the Effective Date of the Franchise Agreement.

1

FRANCHISOR: l

Reis & Trvy’s, Inc.
a Nevada corporation

By:. Its: _
FRANCHISEE:
|
l
[—_1] an individual;
[_]a ! __general partnership;.
[_Ja ‘ limited partnership;
[_]a , limited liability company;
[_]a . corporation
By:
Its:




RIDER TO THE
FRANCHISE AGREEMENT FOR USE IN THE
COMMONWEALTH OF VIRGINIA

THIS RIDER is made and entered into by:and between Reis & Irvy’s, Inc., a Nevada
corporation (“"Franchisor”), and__ * , a(n)

(“Franchisee”) with reference to the following <factsﬁ:

1. BACKGROUND. Franchisor and Franchlsee are parties to that certain Franchise
Agreement dated ', 20 (the “Franchise Agreement”). This
Rider is annexed to and forms part of the Franchise Agreement. This Rider is being signed

because the Reis & Irvy's business ‘that Franchisee will operate. under the Franchise
Agreement will be located in Virginia. |

2. INITIAL FRANCHISE FEE. The !followmg language is added at the end of
Sections 4.1, 5.1 and 5.3 of the Franchise Agreement:

The Virginia State Corporation Commission’s Division of Securities and Retail
Franchising requires us to defer payment of the initial franchise fee and other
initial payments owed by Franchisee to the Franchisor until Franchisor has
completed its pre-opeéning obligations under this Agreement.

[Signature page. follows]




 IN WITNESS WHEREOF, the parties have executed and delivered this Rider to be
effective as of the Effective Date of the Franchise Agreement.

FRANCHISOR:

Réis. & Irvy’s, Inc.
a Nevada corporation

By: | Its: _
|
|
FRANCHISEE: !
[____] an individual;
[_Ja___ ___ __gernieral partnership;:
[_Ja limited partnership;
[_la limited liability company;
[_Ja : corporation
By:
Its: |




RIDER TO THE-
FRANCHISE AGREEMENT
FOR USE IN WASHINGTON

THIS RIDER is made and entered into by and between Reis & Irvy’s, Inc., a Nevada
corporation (“Franchisor”), and. . , a(n) .

(“Franchisee”) with reference to the following facts:

1. BACKGROUND. Franchisor and Franchisee are parties to that certain Franchise
Agfeement dated |, 20 (the “Franchise Agreement”). This
Rider is annexed to and forms part of the Franchise Agreement: This Rider is being signed
because (a) Franchisee is domiciled in Washington; and/or (b) the Reis. & Irvy's business that
Franchisee will operate under the Franchise Agreement will be located or operated in
Washington; and/or () any of the offering or sales activity' relating to the Franchise
Agreement occurred in Washington.

2. INITIAL FEES. Sections 4.1, 5.1 and 5.3 of the Franchise Agreement are
amended by adding the following language to the end of each section:

Pursuant to an order of the Securities DiviSi'pn of the Washington Department of
Financial Institutions, Franchisor will defer ‘collection of the initial fee owed by
Franchisee. until Franchisor complete its pre-opening obligations under the
Franchise Agreement and the Franchiseé’s business is; operational.

L | ‘
3. WASHINGTON LAW. The following paragraphs are added to the end of the
Franchise Agreement:

In recognition of the requirements of the Washington Franchise Investment
Protection Act (the “Act”) and the rules and regulations promulgated thereunder,
the Franchise Agreement shall be modified as follows:

The state of Washington has. a statute, RCW 19.100.180 which may supersede
the franchise agreement in your relationship: with the franchisor including the
areas of termination and renewal of your franchise. There. may also be: court
decisions which may supersede the franchise agreement in your relationship with
the franchisor including the areas of termination and renewal of 'your franchise:

In any arbitration invelving a franchise purchased in Washington, the arbitration
site shall be -either in the state of Washington; or in a place mutually agreed
upon at the time of the arbitration, or as determined by the:arbitrator.

o K ‘ ,
In the event of a conflict of laws, the provisions of the Washington Franchise
Investment Protection Act, Chapter 19.100 RCW shall prevail.

A release or waiver of rights executed by a ‘franchisee shall not include - rights
under the Washington Franchise Investment Protection Act except when
exectited 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‘jury
trial may not be enforceable.

Transfer fees are collectable to the: extent‘that they reflect the franchisor's
_reasonable estimated or actual costs in effectlng a transfer.

I

IN WITNESS WHEREOF, the parties have executed and delivered this to be effective
as of the Effective Date of the Franchise Agreement.

FRANCHISOR:

Reis & Irvy’s, Inc.
a Nevada corporation

By: . 7 Its: _ ,
l
FRANCHISEE: \
[ ] an individual;
[ Ja general partnership;
[__Ja ' limited partnership;
__la 1' _limited liability company;
[—a i corporation
By:.
Its:.
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Exhibit E
List of Franchisees

LIST OF CURRENT FRANCHISEES AS OF JUNE 30, 2018

i ‘State(s) o i - \ Business
Eranchisee \ v:?;‘r; :;Iz:s Business AddreTs ’C;lty State Zip Teléphone |
Froyo Vending:of Atlanta LLC Georgia 3705 Laurel Brook Way, Sneliville. ' GA 30039 | (770)630-2858
| Revelation Yogurt, Li€ Michigan 9285 Lake Ridge Drive Oakland, County ML 48348 | (248) 953-5902
Robotic Desserts; (LC Pennsylvania | 712 Darby Rd Harvertown | PA 19083 | (610) 529-9154
Mattix‘FroYo, LLC. Texas 2307 Daneswood Cou:;t] Spring X '77388. | (832) 928-3822
NOTE: Each of the following franchisees has signed a Franchise Agreement, but has not yet begun
operating its franchised business. 1
’ State(s)
4 Franchisee. wheﬁ:::bots ‘ Business Address City , State Zip T:;":I;:ﬁ
operated® .
JEP Vend Inc Alabama. ' 2214'Riverwood Dr Aubum AL 136830 | (334) 430-0239
DeMarre:Carroll Alabama 713 Sleepy Hotlow Drive | | Birminigham AL 35214 | (404) 916-0396
Kelly.Hayes. :‘Ala,bama 269 Silo:Loop. T _Fairhope AL 36532. | (248)819:2692 ‘
Empower Uiilimited LLC. Alabama 110 Eswick Drive- \ ,Pr’att@il’ie AL 36067 | (334)868-8140
| bTAZ LG ' Arizona 40907 N, Parker Ct. Anthem Az 85086 | (315)/559-3705
Coulter Technologies LLC | Arizona 10521 W Aivarado-Rd Avondale. AZ 85392 | (602) 2916241 |
' Heather Tack ’ Arizona | 2450'W Pecos RD #3058 Chandler AZ 85224 | (763) 843-3777
Bowen Breunig Arizona | 2429.E. Stacey Rd Gilbert A7 85298 | (602) 625-1286
Markkroll Arizona 14385 Cholla St Gilbert AZ 85233 | (818) 269-1778
Robinson Fro,Yo; LLC Arizona { 21921/N 120th Ave ' Maricopa County AZ 85373 | (602) 3270702
Maaly R&J, LLC | Arizona 3514.N. PowerRd. Ste,111 | Mesa_ Az 85215 | (480),203-7768
Joe Werba Arizona 3544 N Jasper Min'Cir ' Mesa AZ 85207 | (480) 628:1971
South Mountain Chandler, LLC | Arizona 7817 S!36th:Way. | Phoenix Az 85042 | (602),826-9245 |
AZModern Vending LLC ‘Afizona 2418 W.Preserve Way, Phoenix Az 85085 | (661) 313-5865
Terry Williams Avizona 8405 N 391st Ave. . | Tonopah AZ 85354 | (480)518-0629
| FROYO BOT VENDING, Li¢ Arizona 4350 N'Via Raposa V| Tueson | Az 85718 | (520) 989-1298
RJ Refreshments; LLC Arkanisas 2373 /Cartier St.  Fayetteville AR 72704 | (479) 442-6907
Ed Breunig 111 | california___{ 1103 Main Street ' Huntington'Beach | €A 92648 | (602) 625-2686
Brian Selvari | california 27732 Marior Hill Road | | Laguna Niguel cA 92677 | (949)466-1499
, 411 W Seaside!Way'num. ' | 4 o , o
_ L&T Industries, LLC ' California 2201 | Long Beach cA 90802 | (562) 495-5030
| S 301 Cascade Terrace, ) i ) - B .
Sean Akamiing California Monterey'Park Los Angeles’ CA 91755 | (310).752-3631 |
| Ken'Pawlowski California . 10835 Nevistienook Circle | Mather CA 95655 | (916) 838-6738
WhitSnacks Healthy Vending LLC | California 7 6724,Pecan Ave Orangevale ‘ ‘CA ‘95662 | (916) 548-5552
‘Lonnie Nieison California 827 33rd!Street: Saérémento CA 95816 | (916) 757-3739
Jaymin Patel . California: 551 IssaciCt: | san Jose cA 95136’ | (408) 623-2145
| +
Rels. Fiv's.The.




___-_——_—-—.—j

i

State(s)
Franchisee whe:i::?m | Business Address City Stite | Zip T:f:;;ﬁ
operated® ' , . ]
Nassif Bayat California '33741 Shamrock tane | san.Juan Capistrano | €A 92675 | (949) 257-7151
Kenneth Ta‘_n | California ' 1134 W Columbine Ave ' Santa Ana CA 92707 | (714) 668-9858 |
Tesha Lutes | california | 22300 Wainut St | Wildomar cA 92595 | (951 674-1209.
Roman 1 £LC &\cb_ach 1UC California 21731 Ventura Bivd suite 300. | Woodland Hills _C-A, 91364 | N
Dan Anselmo: California 3312 Clandon Pk Dr | | Raleigh NC. 37613 | (919)798-4178:
Prana Inc. | Colorado 5885 Zinnia Ct | Arvada o 80004 | (303):901-4727 |
| Victor Rodriguez Colorado 8641 Giadiola Circle Arvada | co 80005 | (303)898-8910
Kevin Cordéva Colorato | 1050 Waters:Ave Unit2 Aspen fos) 81611 | (949) 350-8956
Gary Case Colorado 2104 E Bromleytn | Brighton {0 | 800t | (303)915-1159
Robert Rusnak'Sr. Colorado | 15620 Timberside Ct Cotorado.Springs o 80921 | (719) 964-7250
Mandy Thomas Coloradc | 9981 Joplin Street . | Cémmgrceqtyr (50) 80022-‘ (720) 427-9226
Blueskyprodiicts, LLC Colorado. 701S: York St. ' Denver co 80209 | (303)898-3124
Lucas Hornburg Colorado 5006 Whitewood Court Fort Collins o 80528 | (970).672:3449.
Venzix Ventiires:Inc ' Eolorado. 750 Legend Oak Dr " Fountain co 80817 ’(7.193“65'(}33933‘
| Autheritic Self, LLC. Colorado 8050 Niwot:Rd unit 3 Longmont Koo ‘80503 | (970):470-1240.
Zals Holdings'LLC Golorado 170 Souith Valley Road - Palmer Lake | co 80133 | (719) 2381124 |
Tolland County Company, LLC Connecticut 22.Ryan Dr : Ellington CT ‘6029 | (860):209-6836
| Frozen Love LLC bC 541 Isaac Russell'St, New Market  MD 21774 | (301) 506-0004
Jim Ross ple3 ‘8933:Hollymeade Drive _ Lorton VA, 22079 | (703) 690-5744
Fresh Hegimy Markets, LLG Delaware: 1,455 €arson.Drive i Bear DE 19701 | (484) 7484791
CNR Fresh Fix LIC | Florida 22278 Hollyhock Trail 33433 | Boca Raton L 33433 | (561) 901-1168
SREE'SAIRAM LLC Florida - 4610 Arbor GateDrive | Bradenton FL 34203 | (941) 567-7140
Bryant Thorpe! Florida 9430 swift:creek circle, ! | Dover FL 33527 | (8'13)",77717-191‘4‘
| Aanvi Inc. | Fiorida 5511 W Homosassa Trail | Homosassa:Springs | FL. 34448 | (478):550:6070
Jax Vending, LLC Florida 3948 3rd Street S. Suite 25 | Jacksciwile | FL 32250 | (904)'314 7686
| -Atton Elowers Florida 15076 Hwy. 89 ‘ Jay FL 32565 | (251)727:1493 |
o ) ' 6801 Lake Worth Rd Suite S ’ B ]
Robot Verid, LLC Florida | 214 Lake!Worth CFL 33367 | (561) 257-3434
Leonard Grecul Florida - 5851,Newbury Circle Melbourne FL 32940 | (321) 604-8014
Brandon Lsidel Fiorida 6501 SW 33rd.Street: Miami L 33155 | (786) 337-1973
Dvir Ley-Ran Florida 5126 Tarragona drive: | Orange County FL 32837 | (407) 431-6774
S'8.A ROBERTLLC . Florida ‘13841 Red mangrove Dr' ‘Orlando. FL. 328051 (321).278:9658
| Anjali vyas | Frorida 10766 Berry Creek Rd | | Orlando FL 32836 | (734)239-5724
Telar Universal Trade, LLG Florida 3029 Boating Bivd. Osceola Gounty | FL 34746 | (714)271:6831
FroYo Vending, LLC Florida 7422 Market St . _ | Panama.City FL 32409 | (951) 775-4007
John Demaye Florida 914 Third St Port.Orange. FL 32129 | (724) 462-5330
Brandof Cheal Florida 2481.CHAmoldRd. Saint Augiistine. FL 32092 | (614) 563-3615
11125 Park Bivd suite 104 | ' ' —
VENDBOT, Inc . Florida | 121 | Semiriole FL 33772 | (727) 421-1253
Eric Stanion | Fiorida 316 S Ocean Trace Rd 'St Augustine FL 32080 | (916) 496-1424
VYH ENTERPRISES, LLC Florida 2907 Grey-Oaks:Bivd | Tarpon Springs FL 34688 | (727).572-1919 |
| Top Hat Food Services LLC Florida 11799 Granite Woods Loop | Venice ' FL 34292 | (630)'825-2800
- Brian Levin Florida 8668 FalconGreen Dr. WestPalm Beach FL 33412 k(443)f64'1—41'49' ’

3
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1

“State(s)
Franchisee ‘“’“‘2”::“" | Business Address City State | Zip T::f';'l‘;:‘e
operated® |
- T Florida & South i 1
Southern Robatic Foods,. LLC, Carolina '148 River Street, Siiite 202 Greenville SC 29601. | (310).400:2987 .
‘AMWAD'VENDIN,G; Le . Florida 4060 chesapeakéway | Memphis TN 38125 | (901) 310-0000
Doug:Day | Georgia 2088 Evergreen Lane Atlanta | Ga 30318 | (404)323-3656
RoboTreats LLC Georgia 6385 Glen Oaks Lane; | Atlanta GA 30328 | (404) 502-1454
| Jerry'Pygeol _ Georgla 7 684 Hennepin TerraceA McDonough GA 30253 | (678) 852-7453
Ahmed Elsedawy: Georgia 160:Chastain*Manor Drive Norcross 'GA 30071 | (404) 661-1167
Patrick Tantoco Hawaii | 725 Kapiolani Bivd num’ 3105 | Honolulu HI 96813 | (650) 740-0623
TOUCHDOWN LLC | 1daho 2010'N Finsbury Way | | star D 83669 | (971) 645-1061
Quiickdraw Ventures, LLC Idahg 206 Hunnington.Dr ‘Columbus MS 397‘0517/‘ (612)'930-8570
James Towns - inois 1121 W Gramercy Lane; ‘ Addison L 60101 | (630):697-5060:
| cu EATERIES, LLC Tinois 2205 Brookshire £ | Ghampaign L 61821 | (573)683-0091 |
_Amit Patel , Illinois 4535 Niclas Drive ] Champaign 1L 61822 | (217) 552-2481
| Robo Freeze, LLC Tlinois 3917:ShaleDr | Edwardsville S0 62025 | (618) 772-8111
2 Sisters Froyo, Inc THinois | 5465 Port Cliriton Rd Lake Zurich iL 60047 | (773) 263-1234
Scott Gottlieb | Tinois: 824 Pinto Lane | Northbrook n 60062 | (773) 230:2294
Bret Berghoefer | Tilinais 619 Watefloo DR, Wateroo. IL 62298 | (618):830-6496 -
Jonathan Gavlinski | Indiana 2425 W, Harbouirside: Drive | Allen County IN 46814 ' (951) 660:3531
| miBY'ROBO VENDING, LLE Indiana 1290 W 700N Greenfield | 46140 | (317).694-9839- |
Peter Szostak Indiana 5710 Angel ViewCt. |, Greenwood N 46143 | (317) 496-2447
| Meeks Development LLC Indiana | 2116 McDowellRd Viricennes IN 47501 | (812) 887-8824
Rocoo.Rizzuti Towa 4808:Ceil Pt | Panora 1A 50216 | (515) 988-0014
CASH, UC - Kentucky I 169 Muif Lane ' . Georgétown KY ‘}032&,‘ (859) 794-9401
COOPER & FREEZEMAN, LLC Kentucky 1448 Gardiner Lane Siiite 301 | Louisville K 40213 | (502) 592:8629
Froyo Treats INC Kentucky 7607 Lancelot Ct. | ousvite |k 2022 | (812) 498:3268
Jennifer Mckihney ‘Kentucky 11033 Perwinkle Lane Loiisville: |y 40291 | (502)345°9640 |
McSogg EnterprisesiLLC Kentucky 19 Greenwood Place McCracken County. | KY 42003 | (270) 217-8482
Sam Williams Kentucky' | 2161 Lexington Rd Suite 6 Richmond L KY 40475 | (859) 544-4775
Emile Meral III Louisiana 219 CamphillCourt. | .Abita Springs LA 70420 | (985) 778-6121
Vadim; Jerry: Louisiar‘;‘a ' 1337 Madison St | Gretna LA 70053 ‘ (330) 503-2168
Clark Wiederhold Louisiana 260 Morningside.Dr | Mandeville LA 70448: | (504) 2319342 |
SEA FROYO, LLC Louisiana 5513 Whitaker Circle | Longview TX 75605’ | -(903) 686-0489.
Larry Wheeler Lovisiaria 1401 Sleepy Hollow Longview { X 45604 | (903) 241-5677 |
Nicholas.Arbutina Maryland 143:Gathering Court Queen.Anne's.County | MD 21668 | (410) 320-6448
GreggiMabey Massachusetts | 120.N. Hoosac Rd.. ' Berkshire | MA 1267 | (413) 458-4606
Alcy Araujo. Massachusetts | ‘84 Water St Boston MA 02072 | (843) 725-9853
Christophér Charron & Matthew' | ) ) ) o
Gulino | Massachusetts | 11 Tyler Road | Boston MA 1568 | (508) 603-9732
5810 Investments LLC Massachusetts | 196 moncrief.rd " | ‘Boston MA 2370, | (781) 706:2102
Pat Lanni | ;MassachUséttsi 137 High Rock Rd i | Boston MA 1420 | (978):621-4165.
| Michael Zolga Massachusetts | 611 E 8th street | | Boston. { ma 2127 | (508)802-1474 .
‘ Kévin 'Curtis Massachusetts | 213:Mendon st ' Upton MA. 1568 (508)_88913204
A &V\'/endi'ng‘,‘LLC Michigan | 6222 Eastmogre. Bloomfield' Hills 1 MI: 48301 | (248) 229-8718
'Ken Karasick Michigan . 1313'Hunters Run. | ‘Grand Blanc: MI 48439 | (810) 9084912



|

State(s)
Franchisee | “’»'""?{3 hobots Business Address: City State |  zip Tz}':;',:f:,:
) operated®V) .
Melissa Ryan Michigan 8384 Grovemont:Ct | | Grand Blanc | ML 48439 | (810) 252-5002.
Matthew Luckas ' Michigan 4168 Winding Way Kalamazoo 1 M 49004 | (269)552-4797' |
MOYO, LLC Michigan 5610 Leland Road Laingsburg, MI 48848 | (517) 651-2550
Presto Yogurt Vending;. LL.C Michigan | 16957 18'Mile Road | Macomb County ™I 48038 | (586) 623-9181
Mitchel Bogner Michigan 8513:E. Hawley Rd Mason;County MI 49402 | (231) 898-3000
Erle;Skoczylas Michigan '22650.Shevington Dr. Southfield, MI 48034 | (347) 385-9688
CUOVAN LLC Michigan ' 34400:0rsini Dr' ' | sterling Heiglits Ml 48317 | (281)409:3563
Robo Yogurt, LLC. . Michigan | 7268 Ravines Cir West Bloomfield MI 48322 | (248) 217-7195
Robert McLeod Michigan. 2498 golfbury. dr SW Wyoniing MI 49519, | (616).254:7597
Leansmith II. LLC Mississippi 1000 East Beach.Bivd ' | Guitport MS 39501 | (903)'517-0288 |
Chuck Lott 7‘1 Mississippi 130. Sugaloch Cove Jackéo’n MS: 39211 | (601) 941-1662 |
Robot Vending LLC Mississippi 2841 Emmy Drive. Laurel | ms. 39440 | (601) 919-7483
Reis:and Irvy's of Jackson:MS Mississippi . 244 Lake Citde Madison MS 39110 | (601) 624-7589
 Steve:Monoky Missouri 5210.NW 78th Way Kansas:Gity ' MO 64151 | (386) 682-8684
‘FroYo 2,Go, Inc Missouri 907 Trailway Drive, | Raymore MO 64083 | (816) 665-9349
Thomas'Noser | Missouri | ‘6526 Bradley | st. Louis | Mo 63139 | (314) 616-9036
Robotic'Vending, 1LC | Montana 284 Lone Fox Trail Kalispell MT 59901, | (406) 212-4203
Debra & DougiKeller | Nebraska 103 Johnson P! Eustis NE 69028, | (308)785:7275
Jim Raabe, :Nebraska 304 Si2nd Ave | Hadar NE 68738 | (402).649-1523.
241 holdings:lic | Nebraska 16151 W St Omaha | NE 68135 | (402) 319-6317 |
(T o 5106 Tuscany Court: | ,
ROCKIN ROBOT YOGURT LLC. Nevada Highlands Ranch Littleton CO 80130 | (720)988-0372
| Triple Seven, LLC Nevada | 1717 Choice Hills Br Henderson | NV 89012 | (702) 357-8777
'RSE, LLC Ne\)ada‘ 1148:Calico Ridge Drive- Henderson ‘ NV 89011 | (702) 497-0653
'B & D FROYO, LLC Nevada 1819.Baja Lane Henderson NV 89012 | (702) 595-1949
Fro-Yo Robo:Inic 7 Nevada | 6448/StarJasmine Couirt ' Las Viegas NV 89108 | (702) 303-7064
Richard Probst | Nevada 5902 Quintiltion Ave Las Vegas: NV 89122 | (702).497-3524
Daniel Doyle: New. Jersey 270 21st.St | Avalon. NI 8202 (6710).3909é9,0:8,:2"
ORZU'CORP' . New Jersey. 48 Marc.Dr. ) | Dayton NI 8810 | (732).274-0168.
| FROYOBROS LLC New Jersey 20 North.Second Aveniué Kenvil | o 7847 | (616):560:7430
Michael Gorman, New Jersey 69 Kim Ln. i Long Valiey NJ 7853 | (908).867-8168
_Ming-Fai Lai New Jérsey { 19 N Brae.Ct [ Tenafly | N) 7670 | (917) 741-9902
‘Dennica Torresand Stephen . ] ‘ o N
Torres New Mexico 6816,Largo’Vista.St NW Albuquerque:_ NM 87120 | (505) 239-7762
Matthew, Thomas New Mexico. | '3945:Las Colinas Ave NE ' Rio Rancho NM 87124 | (954) 554-5087
Injoy-Properties LLC | New Mexico | 3561 CerrillosiRoad | santa Fe “NM 87507 | (505) 670-3131
East Coast Yogurt Corp. B New York 205-08 32nd Ave, . ,Bayside NY' 12345’ | (917).378-1687
Paclo Alfonsi | MewYork | 2457 Bellmore-Avenue ' Ballmore NY: 11710. | (516):679:0698
Thie Bassaw Oraganization, INC. | New York 2729 Colden Avenie | Bronx. NY 10469 | (646).479-9846.
Franco Dimaria New York 2812 West 15th Street ' Brooklyn | ny 11224 | (347) 405-1709 |
‘SiIVer"CityMarketing,Group, LLC | ‘New York 44.park Terrace | City of-Sheyrill NY 13461 | (315) 363-2870
| REDDY’ROBO-VENDING N ' , B -
HOLDINGS, LLC New York. | 1025 Reynolds Road | Johnson City | wy 13790 | (347) 330-9005
Kevin Muiller New York 1070 Middle Country Road Patchogue: NY 11772 | (631) 312-756%
T&B Froyo, LLE New York | 1607 Carie st | Schenectady NY 12308, | (518) 935-7643
o o 4
Reis-&drarsIne:
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State(s) |
Franchisée Whetr:;::\bols ‘ Business Address City State. Zip T:;‘:;::::
operatedV) )
Christopher Horsford Inc. NeW York 2 Coradi Bivd L | Shifley NY 11967 | (631) 786-3235
Elizabeth Howell North Carolina | 4215 MURRAYHILL RD. | ‘Charlotte NC 28209 | (704) 578-5903
MarKk Fossum | NorthCarolina | 100 Shadow Hawk Dr. | Durham NC. 27713 | (859):582:7450
Mosi Peyton | ‘NorthiCardliia | 2813 Warren St ) Durham' NC 27704 '(919)306—1566 3
JKLM Worldwide LLC NorthCarolina | 10016 Roosevelt Drive _ Huntersville NG 28078 | (704)281-7849
:{ Julia Dezam _North Cardlina | 127-White Oak Bivd ‘ Jacksonville NC 28546 | (802) 393-5564
 Snowy Egrét LLC Nofth Carolina | 1931.5nowy Egret Dr Marehead City NC 28557 | (252) 342-6075
‘Andrew Saboiifin North Carolina | '9518'Cockerham Lane 7 North Carolina NC 28078 4 (978) 549-8935
Small Pond Ventures North Carolina | 304 Painted Turtle ct " Waxhaw NC 28173 | (704) 9544594
Perry:Clark | North Carolina | '528 Knob View Drive Winston Salem NC 27104 (336):655-4285:
INNOVATE PLUS, INC. Bhio 457 Crestwood Drive '/Ayo_mLake OH 44012 | (440)'317-0703
|. Alma Enterprises, Inc. Ohio 5227 Reserve Drive. ' Dublin OH 43017 | (614)-553-7102.
Gregg Wilhelm ] ohio, 4969 Colt Lane ) Masoni | o 45040 | (513).260-4020 |
| Petra Safes:Corp, LLC Ohio 1 PO Box 301 North Jackson OH 44451 | (330)692-6071
TSNC,Holdings LLC ) Ohio 1280.0akwood Ave Oakwood, _| OH 45419 | (937) 269-5618
MP Frozen Treats'LLC Ohio | 14449 Willow Circie ' Strongsville OH 44136 | (440) 915-6551
CK Green Partners LLC Ofiio | 5010 Augusta br L | 'westervitle OH | 43082 | (740) 5494756
T Okahoma& | ] — ~
Kristopher Barlow Texas 5710 Smoky, Hill Trail Edmend OK. 73034 | (405),317-5897 |
FROKLAHOMA, LLC 6k’1ahc>ma 11716 S Umber'St. 1 Jenks: oK 74037 | {405):615-2895,
"DRK VENTURES LLC DBA , — ‘ , -
OKlahoma Healthy Vending Okiahoma 17682 S Tacoma:St, | Mounds | ok 74047 | (405)887-6351
D&SheaCo LLE Oklahoma 6774 Hummingbird Ct. | Owasso | ok 74055 | (918) 691-9500 |
Morbux, LLC Oklahoma 11712 Charleston Way Yukon | oK 73099 | (405) 323-2915
NAWWAL, -INC. Oregon 244-S 13th Street Lane County OR | 97424 | (541)520-8343
EIYO LLC Oregon | 231 SW'ManzanitaSt.  © | Mcminnville: OR 97128 | (503) 474-7399
 J1B Ventiires LLC. | oregon 7427 SE 29th Ave | Portland OR 97202 | (503) 307-3814
Oregon Trail .F«rby.o, LLC ‘Oregon 8135 SW Eliman Ln ) Portiand OR 97224 | (510).325-3289
| Blaise's Frozen Treats, INC | ‘oregon 13535 SW 115th Ave. | Tigard OR 97223 | (503),913-5671 |
_HMS 1V Corporation | @regon 975 sw. 193rd court. V Washington County | OR. 97003 | (971).732:2401
| Preferred Ghoice Automation, LLC | Pefinsylvania 1287 Mars:Evans City Rd _ Evans.City PA 16033 | (814) 397-6237 |
| Forever Froyo, LiC Pennsylvania | 1865.Augusta Drive Jamison PA 18929 | (215) 3175910
Elsayed Enterprises LLC Pennsylvania | 311 S 22ND ST Lewisburg _PA 17837 | (570) 541-8018
SKELENDS EnterPRISES, LLC Pennsylvania | 1842'Madison Dr .| Moon Township PA 15108 | (412) 290-4857
) ) 1 " 7| North Lebanon R ]
RB-Froyo+Vending, INC Pennsylvania 1794 Woodridge.Court ¢ | Township PA 17046 | (717):821:5054 |
David Mikula Pennsylvania 192 Val:verda Dr . PennsylvaniaFurnace | PA 16865 | (814).574-2888
‘ Rithardi‘Tofbeft " Pennsylvania: 705 Zion,Church Road v Windsor Township PA 17356 | (717)/968:3831
Adam Todd Siegal South Carolina | 1520 Jefferson Dr | | Flofence | sc 29501 | (843)229-1800 |
' Zachary Petersen South Carolina | 310:SeaportiLane Apt 2212 | Mount Pleasarit: sc 29464 | (843) 725-9853 |
Norfrian Cheung Tennessee ' 1313:Phils Dr' || Chattanooga. | ™ 37421 | (423) 771-9419
Fiigh FlightServices, LLC Tenhessee 138 Allen Drive | | Hendersonvile ™ 37075 | (615) 5944735
Michael Rush Tennessee ' 2513 GlasgowStation Rd. | | Kingsport ™ 37664 | (423) 765-8690
Nima Kioumarsi | Tennessee 1111 Anthem View kn | KnoxiCounty ™ 37922 | (865)748:3552

3
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State(s) '. ]
Franchisee { -'Whg;: ;:bols Business Address: City State Zip | T::':;:::;
’ -opgtated(" ) [ ] ‘
 Iceberg of Ten Inc. ' Tennessee 1485 Kirby Pkwy ' Memphis | TN 38120 | (901)721-5822 |
| Froyo of Nashville; LLC Tennessee 4029 Liberton -WaY' Nolensville ‘ TN 37135 | (601) 954-0501
' Michael McIntyre Tennessee 1004 Danby, Trace Drive Spring. il ‘™ | 37179 | (615) 308-9995
Jerry'Meador Texas 358 Southwind Cirde Abilene ™ 79602 | (325) 793-1082
‘ ’éhajshidhar Nannapaneni: Texas 2204 Emmett:Pkwy Adsstin ™ 78728 § (512) 685-9939
Robert:J. Brown “Texas | 10207 Clearance ' Boerne X 78006 | (832)428:8620
jennifereckertl@gmail.com’ ! Téxas 38i6 Arrow Wood Rd | ‘Cedar Park X 78613; | (512)-417-3456
Mike, Tyl Texas 2109 Zeppelin Dr ' | cedar Park T 78613 | (512)968:3660
| Sprinkles Froyo, Inc | Texas 4000 Preston Lakes Cirde | Celina ™ 75009 | (469).403-3163
| Sapana Patel ] Texas 2107 N. Main St ' | Clebume ™ 76033 | (214) 684-2339
| Frozen Treats Vending, LLC Texas 4 20103 Stanton:Lake Dr ! Cypress TX | 77433 | (281) 856-9921
‘Robert Henderson Texas. 8607-Midway Road Dallas T 75209 | (214) 642-0078
Bonorum LLG Texas 3831 Royal Lane | pallas X 75229 | (214) 529-3733
Randy Michaelis. Texas: 404 Lancashire Dr Flower Mound ™ 75028 (214) 529-3526
MSCBVENTURES, LLC Texas 7102 Pecan Chase Lane | Frisco ™ 75034 | (432)934-8680
.JME Macklin:GroupLLC T.eias 2194 Kenneﬂy‘Di' ' ‘Erisco ™ 75034 ' (214):562-1573
Rajesh Bansal Texas 5314 Chatham hill lane. | Houston TX 77084 | (281) 570-5018
, i 5225 Las Colinas Bivd Apt , T
RADII Vending LLC Texas 2053 .| Irving ™ 75061 | (469) 610-8769
' James_Johnson Texas | 707 L:akeway. Dr- Keller 1@ 76248 (817) 983-1776
 Mollie Bliss Téxas | 1707 Ute Trail B _ | Killeen ™ 76548 | (856) 685-0519
David: Robertst ) Texas' '| 3801 Holly Ridge' " Longview TX 75605 | (903) 452:0223
Brandon Key | Texas 3407 OakRidge Avenue Lubbock p 79407 | (806) 7874394
Shane Snow Texas 1710 Harvard Ave ' Midland ™ 79701 | (432):638:1620"
. Shiwei Zheng , ' Texas 4510 Edenderry Gt Missouri City | 77459 | (832) 646-1821
" Howell & McLéan Invéstments;, . o :
LLC Texas 2915 Colonial Drive Nacogdoches TX 75965 | (281) 798-6772
' Houston FroYo, LLC Texas | 2527:Sunday. House Court . | Pearland. X 77584 | (281) 630-1313
‘Briani Cass , Téxas | 5805:0réhard Trail Dr. Pearland ™ 77581 | (713) 392-2766
Ayaan & Aryana, e Texas 24152, Burks Trail.Dr | Porter TX 77365 NA
RE Santos:Investments:LLE Texas' 1712 Margarita Lane .| RioBravo L 78046 | (956) 774-7705
Tamara Sharff Texas 1345 ridge road’apt'#244 | | Rockwall TX | 75087 | (817)371-4411
. KLM Vending Solutions Teéxas 3070 Coldrado.Cove ] | San Antonio TX 78253 | (518):593-9110
Frobot, LLC | Texas 21218 Rio Sabinal | | san Antonio | ™ 78259 | (915) 244-2079 |
,Oséar Hermandez Texas 7818 Valmont Dr San Aritonio T 78240 | (214) 300-1351
' "KLS ‘Ventures; LLC Texas | 5907.Akin Place San Antonio X 78261 | (210) 781-9259
Gorfan Solutions, LLC Texas | 3432iEstate Dr. Schertz ™ 78154 | (210) 789-2261
WXY, LLC Texas | 21819 Colter Stone Dr | Spring p 77388 | (512) 296-3699
ServBotz of Texas, LLC | Texas: 1043 S Walnut Drive | Trinity ™ 75862 | (972).820-5779
Charles.Boyd | Texas 791 FM 217 | Valley Mills ™ 76689 | (254)/832:5264
' Jennifer Pesci Utah 954 E Deer Arch Ln, || Draper ur 84020 | (801) 8085211
' KyleTayior Utah 13244 Cherry Gfest Dr | Draper lur 84020 | (801) 706-6646 |
Stirland Enterprises, L.L.C: Utah 4276 Main St * | Murray UT | 84107 | (801) 707-059
‘ Patrice Thabault: Vermont: 6,7"lBittersweetr'L‘ane ' | Buriington VT 5401 | (802) 238-5123
YajuF Véntures LLC Virginia 1712 Margie:Or " | McLean | va, 22101 { (571) 265-9427

&




S L A s

State(s)

S, ‘where Robots L. —_ P - Business

| Franchisee to be Business. Address City . State Zip Telephone

operated® ‘ ]

' Semistyle'] Inc ‘DBA Frosty B ) .
YOTOGO Virginia 290 Hidden Creek Ln; Warrenton VA 20186 | (703) 508:0564
Kevin Sharman Washifigton | 8331 NE 156tH St., |' kenmore; WA 98028’ | (425):828-0550
Brian Callahan ‘ Wisconsin 2454:N. 96th Street Milwaukee WL 53226 | (414).975:0235
Madtowrifroyo LLC 'Wisconsin 8576 Davis St | Verona wi 53593 | (608).695-6650

Notes: |

(1) This column represents the state(s) where the Rebots are or will be located. If more than one
state is listed in this column, then that indicates that a franchlsee will operate Rabots in each of

the states listed.
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Exhibit F

List of Former Franchisees

Franchisees who left the system during the fiscal year ended June 30, 201’8?,
or who have not communicated with us within 10 weeks of the issuance date of the

Disclosure: Document

Business Telephone. |

Franchisee City ‘State
Copper, Bob. Birminghiam AL (727) 656-7961
Johnston;, William ITT Huntsville AL (256):665-4854
Harper; Rowan Scottsdale AZ (949) 395-6102.
CMPGTP PROPERTIES, LLC: Scottsdale AZ (702) 419-7658
Analytical Instrument Services Inc Anaheim CA (951) 870-6950
FROYO, LLC ‘Colorado Springs’ co (719) 266-9852
Stetler; Mark Durarigo €O (970) 560-2871
| FROYOBOT, LL.C Littleton co (303) 618-4182
Ingham, Fred Lone Tree co /(303) 8837685
SouthFloridaVending LLC Cutler Bay R (305) 389-4747
Matthys, Kenneth & Karen' Indialantic FL (321) 795-3244
‘ ‘Lundy; Steve. Windermere FL (407) 758-6211
Soong, Caleb Suwanee GA (678) 472-5570
Lyons Invéstments LLC Kapolei HI (808) 389-2906
J8S Vending [LC Waipahu HI (808) 375-2205
; (L:Eéistrna_,s, Decor by Lakeshore Lighting Chicago N (616) 890-3194
' Ferrill; Scott Clarendon{Hills IL (708):369-1958
Penny, Robert Lafayette LA  (337)255-3007
Register, J:C. Mandevélle _ LA (504) 494-6600
Gulf States Vending; LLC Thibodaux LA (985) 414-5620
Ice Dréams Inc. Fall River MA (401) 649-2450
Cossick, Timothy Columbia MD (443) 890-1014
| MIM Future Enterprises:LLC Mt Airy MD (410) 627-7905
Makled, Mike Dearborn MI (313).575-4442
PoeFolks Foods.LLC New Bostori MI (313) 585-6564
Robot Cellar, LLC ‘Cape Girardeau MO (573) 450-7912
‘Monty, David Holly. Springs NC (919) 673-9662
Wendam Enterprises, Inc. ‘Bismarck. ND. (701) 729-1763
Eisenman, David Westfield NJ (201) 665-3997
{ Howerton, David Beavercreek OH (757) 818-8807
Brink Remco Ten Loveland OH _(804) 2415653

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




Franchisee City State | Business Telephone
| Retail Marketing Solutions; LLC Mason OH, © (440)570-3005
Roshambo Vending LLC Kingston TN ~ (865)388-1733
Froyogogo, LLC Austin T (865)567-3004
‘Robo Froyo:Frisco LLC Frisco, IS (303)257-6029
B&B Joint Ventures; LLC Frisco T (409) 223-2828
Bénnett, Tsaac ) Houston 'Y (309) 712-1587
A+R+M Ventures, £LC 7 HQUSI@D' 1E.4 (281) 802-6940
Clearbrook Fro Yo, LLC Kennedale. T (817):637-5569
Syed, Zaki ) Plang X (201)-686-5211
 Childree, Mary Trophy Club T (817).819-8675
Gililand, Tony Wolfforth X (806) 789-6766.
Vendloy, LLC Mapleton ur (801) 647-0845
Brubaker; Jared Salt Lake: City uT (801) 699-8813
Tbrahim LLC Alexandria VA (571) 581-0405
Refiman, Tauseef ' Fairfax VA (240) 605-7939
Drake, Christopher Suffolk va |  (618)781-9650
Healthy Nutrition Marketing LLC Bellevue. WA (477) 771-1000
Lam, Man and Heidenreich, Landon Richland WA (509) 303-9550
Spink, Heather Richland WA (509) 948-1303
McCrea, Timathy Seattle WA, ~ (206) 778-3931
Huck, Chris Spokane ‘WA (509) 710-6794

If you buy this franchise, your contact information may be disclosed to other buyers when
you leave the franchise system.
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The purpose of this Statement is tol. demonstrate to Reis & Irvy's, Inc.
(“Franchisor”) that each person signing below (“,” “me" or “my"), whether acting
individually or on behalf of any legal entity estabhshed to acquure the franchise rights
(“Franchisee”), (a) fully understands that the purchase of a Reis & Irvy’s franchise is a
significant long-term commitment, complete with its associated risks, and (b) is not
relying on any promises, statements, representations, or assurances that are not
specifically set forth in Franchisor’s Franchise Disclosure Document and Exhibits
(collectively, the “FDD") in deciding to purChaseT the franchise.

In that regard, I represent to Franchisor and acknowledge that:

I understand that buying a franchise is net a guarantee of success. Purchasing ' INITIAL:
or establishing any business is risky, and the success or failure of the franchise
is subject to many variables over which' Franchisor has no eentrol such as my
skills and abilities (and those of my partners, officers, employees), the time my
associates and I devote to the business, competition, interest rates, the
economy, inflation, operation costs, location, lease terms, the market place
generally and other economic and business factors. I am aware of and am
willing to undértake these business risks. T understand that the success or
failure of my business will depend primarily upon my. efforts and not: those of *
Franchisor.

I received a copy of the FDD, including the Franchisé Agreement, at least 14 . INITIAL:
calendar days (10 business days in Michigan and New York) before I executed
i the Franchise Agreement. I understand that all of my rights and responsibilities
and those of Franchisor in connection with the franchise are set forth in these
- documents and only ‘in these. documents. I acknowledge that I have had the
opportunity to personally and carefully' review these. documents and have; in
fact, done so. I have been advised. to have professionals (such' as. lawyers and
accountants) review the documernts for me and to have them help me
understand these documents. I have also been advised to consult with other
franchisees regarding the risks associated with the purchase of the franchise.

| Neither the Franchisor nor any of its officers, employees or agents (mcludmg INITIAL:
any franchisé broker) has. made a promise, statement, or assurance to me

| concerning any matter related to the franchise (including those regarding
advertising, marketing, training, support service or assistance provided by
Franchisor) that, is contrary to, or different from, the information contained in

the FDD. :

My decision to purchase the franchise has not been influenced by any oral TNITIAL:
representations, assurances, warranties, guarantees or ‘promises whatsoever |

made by the Franchisor or any of its officers; employeés or agents (incliding

any franchise broker), including as to the likelihood of success of the franchise.




|
l

I have made my own independent determination as.to whether I have the . INITIAL:
capital necessary to fund the business and my living expenses, particularly
during the start-up phase.

PLEASE READ THE FOLLOWING QUESTION CAREFULLY THEN SELECT YES OR NO
AND PLACE YOUR INITIALS WHERE INDICATED

|
Have you rteceived any information from the Franchisor ‘or any of its officers, employees .or '
agents (including any franchise broker) concerning actual, avérage, projected or forecasted
sales, revenues, income, profits or earnings of the: franchise business (including .any promise,
statement;, or assurance concerning the likelihood of success) other than information contained
in the FDD? ‘

o Yes o No (INSERT INITIAL HERE: )
o

If'you selected “Yes,"” please describe the information you received on the lines below:

phibited Pa Jlause Iacknowledge that: Franchisor, itsemployees and
its agents are sub]ect te U S laws that prohibit'or restrict (a) transactions with certain
parties, and (b) the conduct of transactions involving certain foreign parties. These
laws include, without limitation, U.S. Executive Order 13224, the U.S. Foreign Corrupt
Practices: Act, the Bank Secrecy Act, the International Money Laundering Abatement
and Anti-terrorism Financing Act, the Export Administration Act, the Arms. Export
Control Act, the U.S. Patriot Act, and the International Economic Emergency Powers
Act, and the regulations issued pursuant te these and other U.S. laws. As part of the
express consideration for the purchase of the franchlse, I represent that neither I nor
any of my employees, agents, or representatwes nor any other person or entity
associated with me, is now, or has been listed on:

1. the U.S. Treasury Department's List of Specially Designated Nationals;

2.  the U.S. Commerce Department’s Denied Persons List; Unverified List,
Entity List, or General Orders;

3. the U.S. State Department’s Debarted List or Nonproliferation Sanctions;
or .

4.  the Annex to U.S. Executive Order 13224.




I warrant that neither I nor any of my employees, agents, or representatives, nor
any other person or entity associated with me, is now, or has béén: (i) a person or
entity who assists, sponsors, or supports terrorists or acts of terrorism; or (ii) is owned
or controlled by terrorists or :sponsors of terrorism. I warrant that I am now, and have
been, in compliance with U.S. anti-money laundering and counteér-terrorism financing
laws and regulations; and that any funds provided by me to Franchisor were legally
obtained in .compliance with these laws. '

I further covenant that neither I nor any of my employees, agents, or
representatives, nor-any other person or entity-associated with me, will, during the term
of the Franchise Agreement, become a person or entity described above. or otherwise
become a target of any anti-terrorism law.

If the Reis & Irvy’s rabots that you will o'perfate in connection with the franchise
will be located in Maryland or if you are a resident of Maryland, the following will apply:

The representations made in this Representatlons and Acknowledgment
Statement are not intended to, nor shall they act as a release, estoppels,
or waiver of any liability under the Maryland Franchise Registration and
Disclosure Law. |

FRANCHISEE:
1
[ ]anindividual;
[ 1a general partnership;
[ 1a limited partnership;
[ ] aliinited liability company;
[ ] a corporation
By:
Its:
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BENJAMIN & YOUNG, LLP

‘CERTIFIED PUBLIC ACCOUNTANTS & CONSULTANTS

1%

REPORT OF INDEPENDENT REGISTERED PUBLIC-ACCOUNTING FIRM

The Board'of Directors-and!Stockholders of
Generation Next Franchise:Brands, .Inc..

Opinion on the Financial Statements |

We have audited tli¢:accompanying-consolidated balance stieet: of Generation: Next Franchise Brands, Inc. and’ ‘subsidiaries (the: “Company”) as of June 30, 2018;
and!thé related consolidated statements of operdtions, chnngesun'stockholders deficit, and cash flows for the year then ended, and the.rélated notes to‘the
consolidated findncial statements . (collectively, the “financial statements” "). In.our opinion, the financial stateménts present. fa:rly,, in all material respects, the

ﬁnancml“posmon of the Company as of Jiine. 30, 2018; and"the results of its: operationsiand its cash flows for-the year then endéd, in> cofiformity. with-accounting:

pnncnples generally.accepted in the:United' States of America..
|

Basis.for Opinlon '

These financial statemefts are the responsibility of the Company’s managément. Our Tesponsibility istto express:an opinion on thevCompany s financial
statements‘based on our audit. We:are a pubhc accounting; firm registered with the- - PublictCompany Actounting: Oversight Board-(United States) (“PCAOB”) and

are required to be indepérident with respect to the Company in accordahte with U.S: federal securities laws and the .gpplicable rules and! ‘regulations: of thé
‘Secrities-and Exchange/Commission and the RCAOB.

‘We conducted our.audit insaccordance with theiauditing, stafidards of the.PCAOB  and 'in dccorditice with audmng standards gerierally acceptéd in-the United
States of America: Those Standards, réquire that we-plan and- -perform the audit to.obtain reasonable -assurance-about whethef the- financial statements are*free of
matérial misstatément, whether due to error’or‘frand. The Conipany isinot required to' liave; norwere:we engaged to performy,an audit of itsyinternal.control over
financial reporting: As part of ‘oiir audit, we are requiredto obtain-an understandmg \of .internal :control over-financial reporting, but not for the purpose of
expressing an-opinion’ on.the efféctiveness.of the. Compnny s intemal conitrol over financial repomng Accordingly, we-expressina-such opinici:

Qur audit includéd performing procedures {0’ assess' the risks of material' niisstatement: of the financial stitéments, whether:due to error or fraud, -and performing.

procedures’ ‘that respond to those risks. Such [procedures-included examining, on a test. basls.fe\ndence regarding the'amounts and disclosiires ir'the financial statements:
Our,andit-also incliaded evaluating the. accounting principles-ised and significam estimaies made by management, as. well as:evaluating the:overall: presenlatlon of the
financial statements. We believe that out,audit provides a reasonable. basis for our opinion.

J/s/ Bénjamin-& Young, LLP I
‘Weé have sérved as.the Company's auditor sifice;2018,

Irvine CA, California
October 19,2018,
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REPORT OF INDEPENDENT 'REGISTERED PUBLIC ACCOUNTING FIRM

“To'the Board of Directors:and Stockliolders

. I
Géneration/Next Franchise Brands, Inc.
(Formerly, Frésh Héalthy Vending Interational, Inc:): I

‘We:have auditedithe accompanying,consolidated balance sheet of'Generation Next F’ranchxse Brands, Inc. (Formerly Frésh Healthy Vending Intemational, Inc.)
(the “Company™)-as of June,30; 2017, and the:related’ consolidated stiteménits of operations, changes'in‘stockholders’ deficit'and cash flows:for each:of theiyears

then. énded. These. consolidated ‘financial statéments, areithe responsibility of - the Company’s management. Our responsibility is:to express an opinion on these
consolidated financial statements biased on‘our audits.,

We conducted:our audits’in dccordance with the:standards:of théiPublii:"Company'Accounting Oversight Board (United'States). Those standards require that.we
plan and pérformithe audit to obtain reasonable assurance about:whether the cons lid ifinancial statements are: free Of material misstatement. The Conipany
has-determinedthat it is not ‘Tequired to have,nor-were'we engaged o' perfonn an audn of its internal ¢ontrol over‘financial'reporting. Otir-audits'included
consideration of internal comrol over: financial reporting.asa basis for- desngnmg audit procediiresithat are.appropriaté'in the circumstances;. but not for-the.
purpose of expressmg an opxmon on-the: eﬁ‘ecnveness of the Compnny 5 mtemal comrol oyer ﬁnanmalxrepomng Accordmgly, /We eXpiess Tio such opmmn An

assessing the: accountmg pnncnples used and significant ecumatas made; by. mnnagement,\as well'gs evaluatxng the overa]l ﬁnancml smtement pmemauon We
believe that cur.audits provide a reasonable basis;for dir opinion. k

Insour opinion, the.consolidated financial statements referréd to above: present fairly, in all: miaterial respects;. the consolidated: financial position .of the Company

as.of June 30, 2017:;and the:consolidated results' of its: operations, ‘its changes in stockholders’ deficit“and its cash flows for ‘each: of the;year then ended, in
conformity with accounting: principlesgenerally:accepted ifi the United States'of America)

/st Antoin & Chia, LLP
Newport Beach, California
September 29,2017
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GENERATION:NEXT FRANCHISE BRANDS, INC.. AND SUBSIDIARIES
‘Consolidated ‘Balance Sheets )
For the years cnd"edJuiiéJ]ﬂ.‘ZOIS‘,nnd 2017

!

2018 2017
Assets' \
Current assefs: o R )
- T8 10044088 8 T750022 )
T Yy T3 1,500
( Awlegﬁg}ﬂ_o_;’_;_;;tﬁgu iMaiely $174000snd SI9E000, especiively 72819 315959
Contract assets - due from i i T ) ___1.250,951 1,652,
Siock si i i . T ampigi .z
']nventmy on and met of allowan o 3257780 448 809
Prepmd expenses and other @ current asse assetsv 70,149 305,508
l R . e
Towlcurrentiassols i 29,860,634 15:454,450
R —— : . —
depreciation'of $115,889and'$70,181 199791 154246
‘Intangible assets, net'of accumulated amortization of $686,052and $204,609 7 T T T TTUTUUI0AM | 2261567
. O o o i
Deposits e o 45,404, 32,904
Total'assets o T [— 8 397558 8 1T0367
| Liabilities and Stockholders' Deficit
Current liabilit e ) o
i ounty L $ 481706 § T3R8 |
ances:and deférred revenues' . | - 25 042 850
_CLSSIOBS nnd refunds T T T ‘_“__-'—;ih T T 2 6‘
s |
scourit of $49; R

e ty
[ .Confingent liabi lxabtlhy
_ Dueito related party

| Total stockbolders' deficit T T ’ T (15,933,1‘67) T (TR428)
— ——e— - —m e e e e e -t - =
- ry P VO IS RO T Y Y el T o — = e 7 e Ay mapepsnppmy S me S A —-"‘"‘-*—1
\ Total liabilities and stockholders' deficit , $ 31975953 § 17,903,167
ki f —

1 . RS
See.accompanying notes‘to the consolidated financial;statements.
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:GENERATION NEXT FRANGHISE BRANDS, INC. AND:SUBSIDIARIES
'Goqsolidatéd.‘Statementsr of Operations
For the years-ended June 30; 2018 and 2017

Revenues: -
‘Frozen-y en-yogurt robot sal&s*
Vendmg machine sales; net

Emnchxse sefees
Royames
{ Company owned machine sales
Agency sales, nét

{_Other:

4278388

~1,960,0747]

(TTolevenve  ~— — "~ - T T T T T T T TTRo0ses
Costofrevemes ~ "~ T T T TTT o T T T T T T AasE
Grossmargin — ~ " I S X
Oberating expenges: ~

Personnél

[ Marketing

T 231830

T 4062660
Y 3380865

Professional fees

(Mewemce T T ¥,‘_'__;;__
Rent - . L RS

1,218,960

e

228,714
243416

Stock comipensation,

Research h and development,
Provision for Iegal setilément

_Other _

R '401 1,878

! 398‘509"7

(__Total operniing-expenses

1959y

Lossfomoperations "~ "~ T T T T 00 T NG RED

T
oz 70)]

"~ (300;258)
—(220003)

-
(558,145)

(223'980)]

( ToiVother expeises

Loss before:provigion-for.income faxés:

Proyision forincome'taxes
Jroyiston.lor'mcometaxes

TTTseasly

ERasy

N 1,269,29?)]

)

Netiloss R (T§§§6T92) kN
“I e — - o . ——————— —— —— e » ——————— e —

[ -

Net'loss per stiare:- $ (0;41) $
PR it 4 _ e [ Aahit S

WEi&m@?ﬁ@h=gdﬁaﬁﬁrnﬁ?ﬁlbs‘sfﬁ§fshﬁ- bhgs'ri'cfin—d‘fﬁliit—ed* o T

T 2912527793

See ving notes 'to the consolidated financial.
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GENERATION NEXT. FRANCHISE 'BRANDS, INC. AND SUBSIDIARIES
Consolidated Statements:of, Changes in Stockholders’ Deficit
For'the years ended June 30 2018'and 2017

‘Additionat Total
Common. ' Common, Paid-in Accumulated  Stockholders’
Shares Stock Cagital Deficit __ Deficit
Balance afJune 30,2016~ " T " T T2T9T8380 8. 2917 8 3242089 % (QIMAEGR) 8 (9Ad2AD)
'Issuance of.commmon stock for cash 5 ZSSW 3285 2 637 215 T T T T 2,642,500
Conversion.of franchise,lizbility and riafe payableiio common: - T - T T N
stock 13581 136 210,805 21281,
Commm issued'in connection'with notes payable _ 75,000 - 75 756,535 57,0060
¢ opti - T T T g 248 162 162) o
e T T o T T a01EI8 T T T 401878
Vatue of wa Ssuéd in Conneltion withnotespayable _:_’:7W7 - 600 } 4'000 0 |
Net loss e e ; T (11,269,2 295)
Balancem June30,2017 T 34826646 3aE35 6722850 (B3OBLE%3).  (17.224,218)
lssuance of common, stock for cash, net of issu issuance costs of
approximately $2 3 16,332,206 16,362,509
Conversion.of notes%&_aygp_ ol 0077 442?845
Cashless exercise of stock optioris,
St’ock issued forservices ::,_,#_ T 1,161 448']
144,000
: S
1,636,491
T 780010
Netloss e (155319 (19536,193)
Balance at Jyne'30, 2018 T 60378052 8 6937 § 27505602 §  (A3518085) 8§ (15,933,107)]

.See-accompanying noies to'the consolidated financial statements.
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GENERATION NEXT FRANCHISE, BRANDS, INC. AND SUBSIDIARIES
Consalidateil Statements of Cash Flows
‘For the years ended-June 30, 2018 and:2017

2018 2017

‘Cash flows:from, .operating activities:

[~ Net Joss. . o TOTE (19536i0g) 8 (11269,295)]
-Adjustments'to réconcile ‘et Toss tone tone ner cash ﬂows used in. opemmg mm

—Depreciation and amortizafion_ TAgTIs T T TH3ArE
“nterest accrétion on notes payable 300,224

“Loss on-derivative liability T 223980 )
‘Stock-based compenszmon 401:878

[ Deférred rent N “T7.878"
Write=off of.accounts recéivable. -

{__ Bad debi expense (2?599) ) '383063ﬁ

vision o - T 30000 7

Taventory °“'E‘i“1.., - e G (3 T58. 971) T3
[ Prepaidiinventory " O A7) N
‘Prepaid expenses:and.c other;assets ) 235 359

Deposns T T “ _v;,____.‘, T T ;‘ 0 (]2 500‘)7"—- R
’ ' 78 1,600

Accounts payable and accmed habﬂnes

~ Defered revenues o
Prov:swn for ﬁanchnsee Tescissions and refur reﬁmds

o T BANes |
L)
Cash figws from investing e
Purchases of propérty an equipment ! L o B 7»&9_}",_252) (561 973)
(91,252) (s8], 973)

T - 300,000,
(1,187,608) (322, 500)
T <~ 9t
i80)  (494.061)
5097 T "2,34275007]

e,

T Tisperr21 T 2,035.870 1

I < 2 S B
B 12003756 LI34049
Caihian :zpiréiﬂiﬁﬁg sh, | bEémnszéE@oa; S 2 - SO 1117 < 3

Siipplemental disclosure of cash flow information:

([ Tnterestiexpense S,
Ificome!taxes
| T T T T T T T s e e o
ﬁﬁﬁlﬁ?ﬂ?ﬂl disclosure of on-Cash investing and financing activiies, _ ~ ~
L ... B S
Conversum of debt and accrued i mterat into shares.of common"stock 442845 3, 174000
LStock subscnpuon recewable - 7;§—j_‘~_~—;:;_7~ 300000 5. 300,000
Cashless exercise. of opuons 68 s 162
L~ sh 144000 § -
lIssus - 3 212,131
[ -5 2000000
Issuance of comrnon stock wuh b dge loan ) - 8 57000
r _ Debt d|5count e ) - 8 276,000 |
l See accompanying notes 10:th lidate d financidl’
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GENERATION NEXT, FRANCHISE. BRANDS, ING: AND SUBSIDIARIES.
(FORMERLY. KNOWN AS FRESH HE.ALTHY VENDING INTERNATIONAL, INC.y
Notes:to Consolidated Financial Statéments

1. Organization-and description of business

Generation: NEXT Franchise Brands, Inc..(formerly known- as'Fresh, Healthy Vending International, Jiic.‘and referred:to herein collectively with its Subsidiaries as

“"we", the "Company”; "our Company"”, or "GNext") operates through its wholly-owned- subsidiaries, Fresh Healthy Vendmg ELC ("FHY ELC"), The:Fresh and

Healthy Vending Corporatich, FHV Acquisition, Corp: ("FHV Acquisition"), Reis &-Irvy's; Inc. (“R&I™), 19 Degrees, Inc, and Generation'Next Vending, Robots,
‘Inc..asa franchiisor, direct sélier and owner. and.operator-of robotic soft serve Vending kiosks, healthy drink and’shack vending-machines and'micro markets!that
feature casliless payment devices-and remote monitoring software. The Campany.uses in-house location specialists:that are Tesponsible for securing Jocations for-
its!frainchisees; addmonnlly, the:Company has negotiated discounts with a national. pioduct distribution'chain. The!Company also operates its'own- frozen' yogurt
equipment. Effective May 2016, the' Cornpany shifted focus: ‘away:from:franchise sales of i its healthy drink-and snack- vendmg machines.and miéro markets. We will
no’longer.market:our vending machines and micro markets:to new franchisees. Because it was determined the.assets of FHV'LLC aré-currently insufficient to
satisfy FHV LLCs.obligations to creditors, as of September,28, 2018, FHV.LLC has executed:an ASsignment,forthe Benefit of Creditors,under California law,
whereby:all of the.assets of FHV-LLC have beeri assigned'to'a third party fiduciary who will expeditiously liquidaté such asséts and distribute the proceeds
thereof 10 FHVILLE's creditors-pursuant to the pricrities established and-permitted by law.

Dirring fiscal year 2017; we obtainéd .thé exclasive-riglits to sell a’new. frozen yogurt vending robot, branded.Reis ‘& Irvy’s. As of the:date of this. repori, we have
Teceived approval to sellfranchises in-a number of states.in the\U.S..and.Canada-and have booked anét 1,417-units'aggregating’ approxxmately $59'million in customer'
-advances-due from franchisees and contract:liabilities- franchisees advances dnd deferred:revenues, prior to cértain offset adjustments aggregating 10.3 million. As of '
June 30, 2018, and through: the date of this report, the'Company has delivered.and instalied 75! frozen yogurt vending machines: The Company has redeveloped.the
rext-generation: frozen'yogurt. fobot dnd hds spent $5.2 million-in research and development expenses through June 30, 2018, The Company anticipates it will continue
to'incur addmonﬂl research and development-expenses throtighout-fiscal 2019,

On‘December 29, 2016, the Company entered into an:Agset Purchase. Agreement (the \Agr ") with Robofusion, Inc. (“RFI”), whereby the. Company
acquired the; intellectual property assets' of RFI, a developer of robotic-kiosk-vending: technology, primarily frozen.yogurt:and-ice cream wending robots, usmg
RFI's trademarked name of Reis & Irvy's.(the “Acqulsmon”) The Company: con51dered the gmdance in:ASC' 805, Busines's Combinations, -and determined the.
transaction was a-purchase of an asset. As-a result, the estimated fair of the assets ‘cquired!were capitalized. The intent of the purchase.was to, combine robotics
and artificial intelligence platforms:tofacilitate the manuficturé of an unattended robot.in;order to disrupt traditional frozen’ yogun and ice-cream. retail
éstablishmetits and,.on.a’ larger scale, establish oursélves'as anvindustry. leader i m the'emerging and' fast-growmg space’of ufattended retail. S

have developed a state-of-thé art robotic'soft;serve vending’ tobot- thatiis a pletely.uniq vendmg nachine and entertainment expérience. The robot ampts
cash, credivcards,and is the first of'its, kind to accept bitcoin.,A proprietary soﬂware platfoxm isiutilized'that allowsus'to; readily monitor the sales. of oiir
Jfranchisees’.and dur-corporate-owned'machines,-which ‘assists.our franchisees and usijn- ﬁaclhtaung the Management and mainteriance of the: vending: robot..In:
Order to protect the'Company’s rights, séveral U:S. and internationa), patents' haveé.been: appmved and granted.-Our-vending standards are UL/(“Underwriters
‘Laboratories”)’ (approval-in process), NSF*(“National'Sanitation:Foundatio ) recognized' (approved in August 2018), and National Automated’ Merchandlsmg
‘Association: (“NAMA") certified {approved:in September- 2018), which we beliéve are among the highest standards in'the industry. This ensures. food temperatire
compliance; which includes amo-connngency processes should.electrical orhardware malfuncnon it also ensures that: amblem Air stays within specified:
parametets atallitimes. Our.thitd-party, cashless' paymient.technology provides the highiest levél of:i data and'network security comphance while. ensuririg complete
transparency: As arresiilt, our robotic:soft serve vending robots will contain minimal amounts-oficash. . All transactions are managed by third partiesito facilitate.
financial compliance with'focal.and national. \aws ‘and regulations, Funds from all &lectronic transactions are collected by Reis'& Irvy's and remitted to the
franchisee within'ten days of the subsequent month:

2: Summary;of significant accounting policies |
t
“This summiary-of significant accounting:policies is presented 1o assist the reader in understandmg and evaluatmg the Company’s.financial statements. The consolidated

financial statements;and notes-dre representations- -of the Compéamy’s management, w] is responsible for’their: integrity: and objectivity. These accounting,policies
‘conformto generally accepted gccounting. prinéiples and have been-consistently, apphed ifi the, preparation of the financial staterienits.
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Basis of Accouiting l

The, \accomfipanying. consolidated financial statéments have been prepared’ in accordafide with accounting principles generally accepted in‘the U.S. (“GAAP”) and.
the rules and regulations of the Securities and Exchange:Commission (* 'SEC”):

Liquidity and capital.resonices
!

‘For the year ended june‘30,:2018 we had a netiloss’ totalmgmpproxunately $19,536:000° wnh negative:cash flows:ffom- operations’ totaling . appmxxmalely $2'967,000.
‘Qurcash’ baldncé at.June'30, 2018 was approxxmntely $10,044.000.- Since‘the- dale;of«the closing of the FHV' Acquisition; our-sales- were less than:anticipated. and
the resulting cash’ flows from franchise sales were not sufficiént to cover expendlrureg associated. withsour daily operations resultiig in;a substaniial decrease in
oitr“cashi balances and an increase in our'outstanding debt ‘Also; we used cash, on.liand to refire liabilities .associated with the franchise resclssmns for.research
and, development expendlmres velated to our robotic'soft serve vending kiosks and for the purchasé of robot inventory., {n ‘order to ensure suﬂ'ncxem hqmdlty for
our conunmngroperanons,.we will'reqiiire additional capital financing in: the: form .of. either debt or equity (or & conibination thereof)-financing., During: fiscal year
2018 and through theé date of this report, the:Company raised. approximately - $17.6 million thirotigh the sale of common stock. Furthermore; thex‘Company
anticipaté generating a significant amount of our réquired capital Tesources from deposits on- sales of new franchisés and royalties froii existing -and future’
franchise installs, If additional .funds. are required, management believes that-it.will be dble to obtain:such financing on terms acceptable to the: Company, although
‘thiere-can be rio.assurance that we:will:be successfiil:

Ourcurrent plansiinclude research -and development expenditures for the: production’ of the next generation robot, payments required for'the purchase. of the
‘Robofusion intellectual property - (previdus .owner of the frozen yogun tobot intéllectual property) capital expendltures for the purchase ‘of: corporate-owned and
operated robotic:s6ft serve vendmg Kiosks as well as thé,repurchase of machines: from fraiichisees optingto rescind their franchise agreements. Given;our current

‘cash position, we may be:forced to curtail our plans by, délaying or suspending the productiontand purchase of-robotic: soft 'serve véndinig kiosks-until such tife
that we. may,ahle to.prepay.for the robots:

Principles.of consolidation

The consolidated fi ial stat include the: accounts .of.the Company, and its - wholly-owned subsidiaries; Reis, & Irvy’s; dnc., FHV LLG, 19’ Degrees, Inc.,
Generation Next Vending Robot$, The Fresh and Healthy Vending Corporation; and FHV Acqmsmon ‘Corp. All significant intéréompany accounts. and
‘transactiong are eliminated.

Reclassification

‘Certaip amounts in.the 2017 financial s ts have been réclassed to.conform-with the 2}0!8'pre’sembtian.

Use of estimates [

The preparation of -our* Company s finanCial statements:requires ‘inanagement to make -gstimates and, assumptions-that affect the, reported amounts. of ‘assets and
liabilities &nd, disclosure of connngent assets; and liabilities at the.date of'our’finaricial ‘statemerits and.the reported :amounts of revenues, ‘costs and expenses:
dunng the -reporting period. Actual resilts could.differ. sngmﬁcamly from those .estimates. Significant estimatés include: our provisions for bad.debts; franchisee:
rescissions and refinds{ legal estimates,. stock based compensation, derivative liability -and the valuation allowarice: on deferred income tix assets.. It is at least-
reaonibly possible that a changein the estimatesiwill occur in the neéar.term.
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Gash and cash eguivalents I
All investments-with an original maturity: of three months or less are-considered to be cash equivalents..Cash equivalérits.ptimarily represent funds .invested.in
‘moneysmarket: funds, bank ‘cértificates of: deposit -and U.S: govemment debt securities whose:cost: equals ‘fair*market value.. We had :no. ¢ash equivalents at June
30, 2018 and 2017. We:may:maintain our cash and cash equivalents in amounts that may, é.times, exceed‘federally insured limits.. At June 30, 2018, bank) balances s
per-our-bank, exceedmg ‘fedeérally insured limits totaled; approx:mate]y $9,201,000: We have -not: ’expenenced any losses with respect to;cash, and. we believerour
Company isinot exposed torany sigriificant ccredit. risk with respect to our cash.

Certain' states reqiiresthe Company to mairitdin customer: deposits in escrow accounts until the:Company has:substantially: ‘performed its:obligations. Furthermore,
certain franchisees have elected~to4pay their remaining:balance; du€ directly. to an. escrow account ‘for'the béneficiary-of the:Company’s contract manufacturer ‘and
inventory suppliers. At June 30; 2018 arid 2017, tie-Company had- approxxmate}y $3'712 000 and $1,000; respectively maintained .in+escrow -accounts for. these.
purposes..

.Accounts receivable; net l

Accounts receivable arise, pnmanly from royalties ‘and are carried it their-estimated collecnble amounts, net of any estimated allowances for doubtful. accounts.
'We grant ansecured credit to our ‘customers (located throughout North America, ‘thé Bahamas and Puerto Rico) deemed credit: worthy:, Ongoing credit
evaludtions are performed and’ potential .credit losses estimated by management-are charged to operations oni a regular basis. At the time any particuldr account

receéivable:is deemed uricallectible, the balance is chdrgéd to-thé allowance for- doubtﬁ.ll accaiints. Qur allowance for doubtful actaiints aggregated approxlmately
$174; 000.and'$198,000 at June 30, 2018 and 2017, respectively.

Inventory

mven(ory is carried at:the lower of cost 6r markKet, with cosl‘de(ermiqed%xis,ing;the average cost:method.

Praperty.and equipment

Property and equipment are carried at cost and depreciated using the, straight-line method over: their estimated useful lives.of the individual assets; generally ‘five
to seven years., Leasetiold improvements .are amortized over the lesser ofithe term of ‘the related ledse or'thie estimated useful life of the asset. Costs.incurred for
maintenancé and repairs ‘are expensed as,incurfed,and expenditures: for, ingjor* replacements and-improvements are capitalized'and depreciated: ovér their éstimated

remaining useful lives. |

'Intangible assets

Iitangible assets.consist primarily of patents, tmdemarks and trade nameés. Amortization of intangible:assets is recorded as amortization expense in'tlie consolidated.
statements ‘of Gperations-and amortized over the: respective iseful lives using the: stmght—lme ‘method.

Impairment of long-lived asséts I
Impaimment losses' are recognized on: long-lived assets.used.in operations when indicators of impairmient- are present and the indiscounted cash flows -estimated

t6 be generated. by. those assets are less than the. assets’ carrying amount. If'such assets are considered:to be:impaired; the impairment to:be recognized is
measured bythe amount by which.the camying:amounts of tlie:assets exceed therestimated: fair. value of the assets. There:were;no impairments of Jong:lived

-assets for the years ended Junie:30, 201 8:and 2017, respectively:

F-10




Table of Contents !

Deferred.rent .

The:Company eitered into:an operating.lease for our ¢orporate offices-in' San: Dlego California thiat ¢ontains ; provisions | for future rént.increases, leasehold
improvément allowances and rent abitéments, We record monthly-rentiekpénse equal to the-total of the payments due-over theilease term; divided by the number
«of months: of the; i¢ase! terin. The differenceibetween the rent expense.recorded and the' amoun\ pmd is' credited -or:charged to deferred rent, which»is reflected as a
separate line‘itemin the accompanying consolidated balance ‘sheet.

Derivatives and Hedging H

'In. April:2008, the FASB issued a. pronouncement that- provides ,guidancé. 6n deterrmmng what types of instruments-of embedded features: in an' instriiment;held
by a reporting- enfity can be considered indexed ‘to its:own stock for-the purpose. of’ eva]uatmg thie first criteria of the.scope excéption :in:the pronouncement on
accounting for derivatives. “This propouncerient was effective for financial statements issued : fur fiscal years; begmmng after. December 15,,2008. Theé. adaption-of
these requireménts can .affect the accounting for'many convertible instruments with provisions that protect: holders from ‘a.decline. in-the stock price, Each
répoiting period, the: Cgmpany evaluates whether convertible .debt to acquiré stock of ‘the: Company contains provisions that protect holders from declines in' the
stock: pricg or ptherwiseicould result in modification of the. convelsmn price under’the respective.convertible debi:agreements. The:Company. determined that the!
converSion: feature:in'the convertible notes;issued contained such provisions.and récorded-such instruments; as denvauve liabilities:

The fair value of derivative instruments:is recorded ‘arid:shown separately undeér current liabilities. Changes in fair Value:are.récorded in the consolidated stateients of,
.operations under otlier.income.(expenses).

The:accounting.treatment of;derivative financial instruments féquires: that:the Company, record’ the . embedded - ‘conversion .option and warrants at their fair values
ay-of the iriception date of the agreement: and &t fair value as:of ‘each subsequent balance shect.date. Any change in fair value isirecorded -as a non-opérating,

non-cash/income. or expense for each reporting. period at cach;,balancé sheet date. If ﬂlexclassnﬁcauon .changes as a-result-of-events during:the périod, the contract
‘i8 reclassified as of the:date of the.event that'caused the reclassification;

The Company evaluates all of its financial instrimientsito’ determine if. such- instruments«dre derivatives or contain features that qualify as embedded derivatives..

For derivative financial instriiments that aré:accounted ‘for as liabjlitiés; the:dérivative instruments: are: ‘inittally récorded at ifs fair value and isithén re-valued at

each reportifig daté; with changes in the fair-value>réported in the consolidated, statemiénts-of operanons For-stock:based derivitive financial sinstruments; the

Company uses the Black:Sholes opuon pricing model to-value- the:derivative ‘instruments -at-inception and;on subsequent valuation dates: Thie classification of

derivative ‘instrim g whether such instruménts should be recorded as liabilities: or ds'equity, is evaluatedsat:thé end of each reporting period:

Derivative instrument liabilities: are classified ifi the balance sheet as current or:non:current.based-on ‘whether, 6r not net-cash seftlement of the' derivative:
t could be requifed within twelve months of the-balance shiget.date.

S . < b N
‘Revenue, contract liabilities ~ fianchisees advances a,nd'dpferr'td revenue, and con’u-agg}aqsets — due from. franchisees,

‘The ‘Company' relies vipon' ASC 606, Revenue from - Contracis. with Custorers, toxrecogmze revenue, -contract. liabilities-deposits from’ ﬁ'anch:se&s and contract
‘assets-dué from franchisees.

Reis:& Irvy's; Inc
The primary,révenug sources:consisted-of the following:'
Robotic:soft serve vending: kiosks

“ . Franchisefees:
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Revenues from robotic soft serve vendmg Kiosks and franchise fees are recogmzed -when' thefCompany has substantially performed or. satisfied: all,matenal
services: or conditions relating: to the: franchi agreement Substannal performance has' occurred when; 1)tno; femaining obligations are: -unfulfilled: under the
‘franchise agreement; 2); there.i lS nointent to refund: wany cash. received or to forgive any unpaxd amounts:due from franchisees; 3) all of thé initial 'services. 'in the
franchise agreement have beén performed; and. 4); all. other material conditions or obligations have been met. In: Junie 2018, four roboticisoft serve vending. kiosks
werelinstalled and operational, and'the Company had no.furthier‘material conditions of obhga.nons During the year ended Jine,30; 2018;.the Company recognized
revenue of approximately $137,000 for robotic soft serve vending kiosks and approximately $14,000 in franchisé fees.

Upon:the execution of a, franchise agreement, a:deposit from the, franchisee is- ‘required, and generally, consists;ofi40% - 50%of the sales price of the frozen yogurt
and ice-cream robots,:50% = 100% of the'initial franchisé fees,.and 40%.~ 50%. of location fées. I accordance thh -ASC'606, the Company recognizes-the contract
as+a contract liability - customef.deposits and deferred revenue' when the Company receives: consideration or'is due+consideration.. -As, of June 30,:2018 énd 2017,
thé Company’s customer‘advances:and deferred revénues were approximately. $37, 737f000 and:$25,043,000, respectively:

The Company. recognizes: contract ‘assets ~ ‘dué from. frarichisees when the Company has an inconditional. right' to consideration. AS, of June 30, 2018 and 2017,
the Company's:contract asséts — due fromsffanchisees'was.approximatély $7 251:000 nnd‘$12 ,632:000; respectively..

FreshHealihy Veriding, LLC
‘The primary revenye'sources consisted of the following:

‘Vending machiné; sales. !
Franéhise: fees. [
Monthly-royalties.

Revenues from vendmgrmachme sales and franchise- fees are: fecognized Whan the Company has substantidlly performed or satisfied all. matérial services or
conditions relating to the franchise agreement. Substantial performance has occurred when: 1)ino remaining obligations: are imfulfilled under the franchise’
agreement; 2)ithere is; no intent to refind any cash received ‘orto forglve any-unpaid:amourits due’ffom’ franchisees; 3):all of the initial sérvices. in the: franchise
agreement have been performed; and: 4).all.other material conditions' or obligations havé been: ffiéL. During:2018 the: +Company.fecognized - approximately $178,000
of vending machine ‘sales: and approximately-$15,000 in franchise: feés: ‘During: 2017 the Company” recogriized approximatély $3;347,000-of: veriding machine sales'
and approximately:$307,000 in'franclhise fees.

Revente, from: monthly: royalties are.recognized when éatned. Duting.2018:and 2017, the? Company recognized royalties of approximately $296,000+and $372,000,

‘réspectively. '

"Nét agency revenues for'the: sdles of foodrand:béverages are:recognized when earned. Dulnng 2018 and'2017, approx:mately $60,000 and.$89,000, respectively was
recogriized for net’ ‘ageny:revenues.

‘Upon the .execution of a'franchise agr , atdeposit from the franchisee is required; and generally consists: of 40%-of amounts due for vendlng machines:plus
100% of the initial-franchise fees., In accordance with. ASC 606; the Company recognizés the Contract as a:contract habdny -deposits from franchisees:and sales
taxes payable-when. the:Contractis. signed.

The Company, recogmzes contract assets — due from Franchisees when the contract is executed. ‘As of June 30, 2018:and’ 2017, the .Company recoghized fio contract
assets'— due from franchisees.

Because it Was determined the assets.of FHV'LLC dre currently»msuﬂicxem o’ sansfy FHV LLC’s- obllgauons to creditors; as of September'28; 2018, FHV Li:C'has
executed an-Assignment forthe Benefit.of Creditors under California law, whereby all.of the’assets. of FHV LLC have'beenassigned-to-a. third party. fiduciary’whé
wnll’éxpedmously liquidate such-assetsiand distribute:the proceeds thereof to FHV LLC?s creditors pursuant to-the priorities established and.permiitied by law.

'
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The: Company«recogmzes revenue from the sale of | products from company-owned robohc soft serve. vending kiosks  when pro ducts arespurchased. Diring 2018
-and'2017, the Company recognized approximately-$166,000 and: $141,000, respectively:

e

‘The ‘Company’ recogriizes -tlie value of ‘company-owned m .as’ inventory. when purchnsed Subsequent to installation, the purchased cost -is recognized. in’
‘fixed assets and depreciated over its estiniated usefil. life. As:of June 30, 2018, theére were four company-owned foboti¢ soft'serve vending kiosks included in fixed.
assets!

Generation Next Vending Robots ,
The Company recognizes revenue from the direct sale:of robotic:soft serve vending kiosks Which thesméchines are'installed ‘and, operational. During 2018 and,
2017, there were no revenues fromthe ditect sale of robois. 1

|
It is riot the: Company’s policy*to. allow. for retums;.discounts .or warranties to our fraiichisees. Under-certain circumistances, .including;as t theresuilt of reguilatory
‘action, thexCompany may bécome obhgnted 1ovoffér our, franichiseés ‘anounts: in- rescission to reacquire théir existing* franchises; mcludmg thé robotic. soff serve

vending. kiosks -Additionally, if:the Company iis unable to fulfill its obligations under.a franchise agreement'the Company may, at ifs. sole discrétion, agreé to
refund or reduce part or all-6f:a franchisees payments;or commitments to. pay-

As of June 30, 2018 dnd 2017, the'Company s.proyision for' Reis & Irvy’s franchlsee rescissions and refunds totaled approxunately $2,420,000%and $2:492,000,
respectively. The balance is based on'éxecuted temmination agreements and an éstimate of future terminations.

Marketing and advertising

Marketing ‘anid ‘advertising. costs 'are expensed a$' incurred. There: are no existing arrangements under which the- Company provndm or receives: marketing: and
advertising services: from’ others: for any consideration othet than eash . Marketing:and:advertising, expense totaled approxunately $4,520,000 and $2,289,000 :for: the
years'ended Juné30, 2018-and:2017, respectivély. 1

Freight costs'and fécé ‘

Qutbound ﬁeight'éhalg’ed}tmcustomers ‘isirecorded as.révenile, The:related outbound ﬁreigﬁt'Costsiré?considered-period.cpstszand'charge'd to:cast of revenues:,

"Researcli and Devélopment -Costs:

Researchiand development costs are expensed as incurred. For the yearended June30,,2018!anid: 2017, the Company recorded approximately $5,184/000 and
$1,637,000; respectively:

Income taxes
The Company provides:for income;taxes utilizing the liability method: Under the liability.method;, current income ‘tax expensé or benefit is the:amount.of income.
taxes expected.to be payable.or refundable for the cusrent'year.. A deferrediincome tax asset o lmblmy is computed for thevexpected fiinire impact of differences

bétween the financial reporting and tax bases of -assets and liabilities and for the -expetted future tax ‘benefit to be"derivéd fom tax credits. Tax rate changes:are:
wreflected in the, .compuitation of the'income tax. provision® during the. period 'such:changes are, .enacted,
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Deferred tax assets/are réduced by a valuation allowance when, m”managemem s oprmon it’is moré:likely*than not that<some portion' or all of the deferred tax
asséts will not be realized. The Company, considérsithe scheduledlreversal of ‘defeired tax liabilities, :projected futureitaxablé income, and tax. planning smnegles in
makmg t.lus assessment The Company s valuanon allowance 15 based on avarlable ewdence mcludmg rts currem year: opemtmg loss evaluanon of posmve and
deferred tax' assets. The Compauy ‘has: established .a full vnluanon allowauce on the deferred tax. assets asxof June 30, 2018 and 2017 and’ therefore has not'
récognized any-income tax benefit or expensei(Sthierthan. the state mipimum’income. tax)iforithe periods presented:

beneﬁt ﬁom ‘uncertain tax” posmons may be:recognized when it’ is more-hkely-than not-that; the posrtxon will be susuuned“upan exammauo mcludmg,resoluhons
of ‘any related appeals or. litigation processes, baséd on. the technical merits ‘of “the, posmon JIncome tax positions;miist et acmore-likely-than-iot, recognition
thrshold to be- secognized. ASC' 740 also sprovides guidanicé on measurement, derecognmon ‘clasdification, interest and penalties; jaccSunting.inn. interim periods,
drsclosure and!transition. |

“The: ‘Company- recognizes ‘interest andfor penalnes felated to income tax: mattersin’ income: tax «expense. There, is.no+actrual ‘for. interest: or penalties for. income
‘taxes-on.the balance sheets as of Jurie.30;,2018,and 2017, and 'thé Company-has nof recognized. interest arid/or penalties. in the cofisolidated statements of
operanons ifofthé years ended June.30, 2018 and 2017,

Valuation of options and warrants:fo-pirchase common stock and share grants ’

Warrants:to* ‘purchase common;stock: are; separately valued:whensissued in connection: with ; untesrpayable using+a, binomia) quanutatrve valuation method. 'The
value of such warrants is; técognized as:a discount-from' thesrelatéd riotés payable and-credited to’ ‘additiofidl paid-in capi taliat, the time of the i issuance:of the
related, riotés: payable. The value of the discount is applied to the note payablesand amortized over-the expected'term of 'thié note. payable using the interest
riethod with the related accretion.chargéditosinterest expense.

Shaie-based compensation' to employees is Tecognized in accordance with' ASC 718; usmg\a binomial) quantitativé valuation method; The resultmg compensation
expense’is’ recogmzed in thé financial statements on:a straight:ling basis over the vesting period.from the date of grant,

"Share-based compensation to hon-employees is; recognized 'in.dccordance. with ASC 505..at the estimated' fair vaiue until thei’option;é or'warrants have vested: The
resulting coffipensation:expense is recognized.on a'straight-line basis over. the vesting pe’r’ibdl from the date of grant.

Share: \graits ‘are'measured using asfuir value fethod With:the:resulting compenisation cost recogmzed 'in the'financial statements..Compensation expense.is recognized
on asiraight-line,basis over,the sérvice. -period:for the stock-awards: .

Concentration of credit risk :

The Company-is subject to:¢reditirisk. through ‘its accounts ‘receivable Consisting pn'marily of.am6iints: dié from: franchisees for, royalty income, .and other
producrs “Thesfinancial condition of thése franchifees is largely~dependem’upon the: umlerlymg business trends of our “brands and market ‘conditions’ within ‘the:

vending, industry: ‘This .concéntration of credit risk: is mmgated in part, by the large number of franchisees spread. over-a. large geogmphrcal drea and' theshort-
‘termi‘ nature of the;feceivables.

Coicentration:of manufacturers '

)
Vending machines:and- micro markets:are supplied by-a:single manufacturer:, Although there.are a:limited: number. of méanufactirérs. .of:vending machines’ and micio
markets, we.believe that other?supphers could provide s similar machines on. comparab sterms.. A, change in suppliers, however, could Gause a delay in deliveries
‘and a possible loss of sales, which ‘could adversély aﬂ"eot the Company’s: operarmg iresilts. Addmonally. robotic, soﬂ serve vendmg kioskstare :magufactured by
oneusupplier; a change i siippliérs could cause s:delay. in‘deliveriés and; possible.loss of sales, whicl.cotild-adversely-affect: the Compnny s;operating;results:

Vending: food products are’primarily supplied by one:national distributor. Although-there: ;re a limited fumber of:product.suppliers with thié prodict selection and
dlstnbutron capabilities. required by the: franchise; network, other distributors coiild provide similar: products on Compatable terms: The Company, and its
franchisees, also. usg supplemental supplieis for:their product selettions; in addition to the national distibutor. A change in suppliers, however, could cause a.
delay in deliveriés and & possible:loss .of reveniig from both ¢urrent and: prospective. ﬁ'anchrsees, which could adversely.affect the;Company’s operating results.

See Note 11 for purchse commitments ffom:our manufacturersifor invenitory.
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Fair valué of finsncial inStruments

nonﬁnancnal ltems Lthat are recogmzed of. disclosed, ‘at fairvalue: insthe ﬁnancml statements on a recurfing basis. Addmonally, the Company adopted guidance: for
fair’ value measufement related.to;nonfinancial: dfems that are:recognized and dxsclosed at fair value in the financial -statements:on 'a nonrécurting; basis: The
guidance:establishesia fair value hierarchy that prioritizes ‘the inputs, fowvaluation technigues used ‘to measufe fair value. Thethicrarchy gives the highest priority
to iinadjusted quoted: prices -in active. markets for identical assets or liabilities: (Level 1 measuremems) and' the: lowest priority to measuremeénts.iitvolving.
significant unobservable inputs’(Level. 3,measurements). The three levels of the fair value hierarchy.are as follows:

Level 1 -inputs arevquoted prices (unadjisted) in active mirkets’ for identical’ assets or. liat

ilities that the: Company. has .tie ability ‘to.access af the measurement
date.

Level 2tinputs,are inputs Sthef than.quoted:prices included-within. Level 1°that areobiservableifor.the asset:or liability, either directly, or-indirectly;

Level 3 inputs are:unobsérvable inputs;for-the asset or liability: The Company. determined that the derivative liability was a level.3, asithe inputs used to.détermine

-the estimated fiir-value were unobservable;

The ‘Company: monitorsthe market: conditions-and evaluates the fair vatie hierarchy levels at least: quam:rly Foriany transfefs, in and ot of the levéls of the: fair
value’hierarchy, the-Company eélectsito disclosé the: fair value measurement atithe’ begmmng of the.réporting périod during which-the transfer occurred.

The Company’s- financial instriiments, consisted of cash,. cash in escrow; accounts receivable; accounts - :payable and accrued .ligbilities; {provision for, franchised

fescissions and refunds, accrued personnel ‘expenses, due to felatéd party: and notes payable. The: e; imated: fiir, value of thesé finaficial instruments approximate

thescarrying amount, dué to:the short maturity of these instruments.. The*recognition' of the derivative values of convertible:debt :are based on the:weighted-
average Black-Scholes option pricing model..

‘Net loss per share

The Company calculstesibasic earnings.per-share (“EPS”) by dividing; our net 1oss' by:the Weighted. -average number of common shares outstandmg for the-périod,
without. considering’ common /stockdequlvalcms Diluted EPS is computed by-dividing net’income:or. net. ‘lossvand compréhiensive net loss applicable to common
shareholders by the weighited-average number.of common shares outstandiiig for the; ‘period. arid-the: weighted average.number of dilutive;common stock-equivaleits.
Common;stock equivalents are:only" Finicludéd i thé:calculdtion of diluted ERS'when their effect is dilutive;

SegmentInformation

The Company:r relies upon ASC 280, Segrment Réporting; to detenmine and disclose: reporiable operating segments, and is ‘organized such-that cach;subsidiary represents,
a dlfferent operatmg purpose As 3 resuh the Company nna]yzedveach subsndlaxy to determme reponable openmng segments In lts mnnagement of opérations, me

a.nd‘ mcome smtements preparedvon a basis: consxstent with UJS GAAP

For 'the périods présented, the Company - ‘determined: that Reis-and Irvy’s, Inc., and .FHV;, LLC were reportable operatmg segments,. and, aggregated Generation
Next Franchise Brands; In¢., 19 Degrees, Inc:, Generation Next: Vendmg Robots, The Fresh and-Healthy' Vending Corporauon,,FHV Acquisition, Corp. and' FHV
Acquisition, Corp. ifto thie reportable operanng.segmem “Other.” Reis & Irvy’s, Inc.. presents ‘the sale ofifrozen yogurtand ice. cream robots, ﬁ'anchxser fees,

‘royaltles (12% of gross revenue) and location® fees: FHV, LLC representsxrhe sale:of freshand healiliy vending machiinies, franchisé feés.and royalties.
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Franchise information

Franchise statistics/for the yéars énded'June 30, 2018 and 2017 are as follows:;

TN Numbenofﬁanchrses atduly 1, 2016 ) o
Newr&anchrses !

h,: Termmated franchises
¢ at

[ anchis [
‘Terminatéd franchises _ e ] 2 )
( Number of Fanchises/at June 30, 2018 N ] 290 77"

‘Franchise agreemients. generally also:provide for continuing royalty fees that are. based '6n monthly" gross revenués of each .machine. The royalty fee (generally
6%:= 12% of gross revenues)” ‘compensates our:Company ‘for. various advisory:services and certain merchant fees that we:provide to the. franchisee on an on-
gomg basis.
|

Neéw franchisees: are generally réquired fo purchase a minimum-of three;robotic-soft serve vending:kiosks, or-ten vending machiinesor micro markets.. Initial
franchise fees-are pnmanly intended to compensate’ qur-Conipany for:granting the:right to use our Company’s:irademark and tradenaries &nd patents ‘and to
1offset the.costs of finding locations for vending:machines, developing training programs and:the operating, man\ml Thesterm of-the initial franchise agreement is
generally five to ten years: Options-to renew,thie franchise for, additional terms-are. avmlablerfor an additional fee:

Related Party Transacfions

The Company has been involved in trarisactions with rélatéd parties. A jparty i considered toibe related torthe Company if' the party directly-or. indirectly ‘or
through' oné or more;ifiterriiediariés, controls, is controlled by, .or'is under common control with the Company. Related . parties also include;principal’owners of the
Compa.ny, its management, members of the immediateifamilies of principal owiers of the‘Gompany and'its management, and other. partms -with:which thé Company
may deal if.one party controls or can-significantly influence the management or operating policies of the: other to-an extent, that:one of the transacting parties;
might be prevented from_ fully pursuing its own, separate interests. A party which; can, significantly influence. the:maniagement or operating policies of-the:
transacting parnes of if'it'has an. ownershlpumerest in one-of the-transacting parties and .can.significandyiinflience the:other to an extent that:one or more: of the
transacting parties might be prevented from fully: piirsuing its ownsseparate interests.is also a-related party.

Recent accouniting standards

In July 2015, FASB: rssued ASU2015-11,. “Inventory (Topic'330) Related to Simplifying ti¢ Measurement of Inventory," which applies:to.all inventory' except that.
which is measured using last-in, firit-Gut (“LIFO™).or the.rétail inventory method. Invemory measured using first-in, first-out (“FIFO?) .of' average icost-is within
thé:scope -of the new- guidance andishould be:measured at'the lower of ‘cost dnd netirealizable value. Net realizable value isthe estimated selling price;] i the
ordinary. course. of business, less reasonably predictablé cost of completion, disposal, ‘and transportation. Subsequent measurement is.unchanged for- mventory
measured 0sifig LIFO:or the:retail inventory method; The amendments are; effective for publicibusiriess entities for fiscal years beginningafter December. 15, 2016,
including interim periods within those fiscal years. The:new guidanceis applied. prospectively, and carlier, application, isipermitted as of the beginning:of an
initerim. or‘annual reporting,period. The'Company adopted ASU 2015-1 reffectivé.Jaly 1,'2017, which kiad no material impact on its: consolidated financial
statements or financial statement disclosures..

In January 2017, the Financial Accounting Standards; Board (the “FASB™) .issued new .guidance for goodwill impairment which requires only .a. single-step
‘quantitative’ test to identify and measure‘impairment and:record an impairment charge based on thejexcess of a reporung uRit’s;carying:amount: over itsi fair value.
Theuopuon to pel‘fOITnla quahrauve assessmem first for a repomng unit to determme rf a, quanmauve u'nparrmem test is necmsary does not change under’ the new

year 2017 The adopnon of this guidance: wrll had no‘impact on the. Company EX consolldaled ﬁnancra] stitements..

I Novemibér'2016, the FASB issued ASU No, 2016-18; Statemesit of Cash Fiows (Topic 230) Restricted Cash (“ASU 2016-18"); -ASU:2016-18 requiires; that'a.
statement oficash flows explain the change- during the:pefiod in the:total of cash, cash equrvalems,.md restricted cash. Theréfore, aniounts: generally described as
restricted cash should'be included-with:cash’and cash equivalents when reconcrlmg\the beginning of period and end of period total amounts)shown: on the;statement; of
cash flows, and transfers-between ¢ash vind- cash equivalentsiaiid restrictedicash are.no longer presented-within’ the statement of cash flows. ASU 2016-18 is: effective
for, afinualiperiods beginning;after December 15, 2017, including intérim’pericds within thosé- fiscal'years. The/Company ‘elected toearly’ adopt. ASU2016-18:{6f thie
reporting period ended ‘Decembér 31, 2017 and thé standard was.applied retrospectively ‘for all periods, presented ‘which had no.material impact on prior:years. As:a
result:of the.adoption of ASU 2016- -18,.the Company no longer.presents the'change » within restricted:¢ash if the.consolidated statement of-cash flows.,

In' March 2016, thé. Financiél . Accounting:Standards' Board (the “FASB”). issued new guidance*for employeesshare-based compensation which simplifies:several
aspedts -of; accounting for share:based payment .transactions, including. excess (ax beneﬁts. forfeiture estimafes, statutory tax’ withholding reqiiirements, and
classification .in the statements of Cash:flows. This: guidance was cffective for the Company in fiscal year2017. Undér thie .new guidance. any future’ excess tax
benefits or-deficiencies -arerrecorded: to’ thesprovision: for income taxes. iti the-consolidated statements' of operations; instead of:additional paid-in' capital in the
consolidated ‘balance shiests, During the years ended: June.30, 2018 and :2017; ‘nosexcess tax benefitsi were. recorded:to additional paid-in capital. that:would have
been recorded as.a reduction to the'provision for income' takes.
1

In Februa.ry 2016, thesFASB: issued ASU No.. 2016-02 (“ASU. 2016-02”), Leases (Tdpic 842) which. supersedes exlstmg guidance on accounting, for leases:in
Leases (Topm §40) -and generally requires all 1¢ases,.including: operating leases; to'be recognized in the statement of financial position.as right-of-use assetsjand
lease liabilities by lessees. The provisions of ASU 2016-02:aré tdibe applied using: 2 modified retrospective.approach and are: effective for' Teporting periods
beginning.after December 15, 2018;,early adoption'is permitted. iIn-Juily' 2018;.the FASB issued ASU 2018:10 “ Codi ification. Improvemenis of Topic’ 842,. Leases”
and:ASU. No. 2018-11,“Leases (Topic 842); Targeted’ "Umprovements:” ASU 2018-11 provides companies another-transition method ‘in ‘addition to the; existing
transition’ method bymllowmg entities to initially-apply the:new: leases-standard at.the: adopnon date and; :recognize: a,cimulative-effect adjustment to-the opening
balance of retained eamings in thetperiod. of 'adoption. The consideration in the coritract s allocated to- the. -lease>and nonlease componeénts' on 2 relative
standalone.price basis (for lessees) orin accordance with the-allocation gnidance in the new fevenue standard; (for ‘lessors). ASU 201811 also, provides lessees
with a practical expedient, by class of underlying asset; 10, ot separite nonlease components: from the associated lease:component. If'a lésseesmakes that,
accounting pohcy election, it is required ‘tovaccount for-the nonlease components: together with the associtted lease. component. as a single lease. component and|
to. provide certain'disclosures. Lessorsare:not-afforded 'a similar practical;expedient. The: Company:is evaluating the:effect; ASU!2016-02;.2018-10:and 2018-11 will.
have onits consolidated financial statemerits and disclosures and has.not yet-determined the effect 6f the standaid onits .ongoing financial reporting at this time:.
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In May 2014, the FASB issued ASU No: 2014-09, Revenue from Contrdcis with Cuslomers (Topic:606) (“ASU 2014-09"), ASU 2014-09 reqluires;an entity
to recognize the revenue to.depict the transfer of ‘promiséd goods. or-services to customers in an amount that réflects the consideration to:which the entity
expects to bé.entitléd;in exclienge for those.goods and services; ASU 201409 supersedu the févenue requirements in Revenue Recognition (Taplc 605) and
most industry:specific: guidance throughout the’ Industry Topics of the Codification. The New Revenue Standard pmvndes for a single comprehensive principles:
based staridard for the.recogrition of revenue-across all-industries;through the application’ of the following five-step.process:

Step I:“fdmtij_‘)‘" the.contract(s) with a-customer:

‘Step-2: Identify the performanceiobligations:in’ the contract.

Step:3: Determine the transaction price.

Step 4: Allocate: the transaction price to the performance: obligations in the contract,
Step’S: Recognize révénie.-when (or as) the entity satisfies'a performance’ obllganon

This five-step process will require significant-management:judgment in addmun to changmg the:s Way-many.companies recognize revenuelin® their ‘financial
statements. Additionally, and*among:other provisions, the Neéw Reveniié Stands requlres exp quanmanvemnd qualmmve disclosures, -including disclosure
-about-thie nature,-amount, tifiing and uncertainty of revenue.

In August 2015, the FASBiissued ASU'2015- 14, Revenue from Contractswith-Custoniers (Topic: 606)."Déferral of the Effective Date.(“ASU2015-147), which
defers the effective date.of. ASU.2014-09 by one year.,Early adoption‘is permitted but nof before the original effective date: The Company’s:adoption of ASU
2014-09-will change the tlmmg of the.recognition.of initial franchise fees. ASU 2014109 ‘requires’ these feés to be.recognized over the term:ofithe related francliise,
license for'the respective robot, which had a material;impact to fevénue recognizéd'for initial franchise/fees and renewa franchise fees. ASU.2014-09, allows:for.
non-cancelldble franchiise contract agreements: for the Gompany recognize revenue under the provisions of ASC'606-10:25, Revenue Recogrition— Revenue from
‘Contracts with'Customers:

1 March 2016, FASB issued ASU'2016-09, Compensatien - Stock Compensation (TFopic:718): Improvements to Employee; Share:Based Payment -Accounting. The
amendments in this update changé the accounting: for certain. stock-based: compensation, transactions, -including the income tax consequences, and ‘cash flow’
Classification for. applicable: transactions. ‘The amendiments in this: update.are efféctive. for. annual periods' beginning after December 31, 2016:and interim:periods
within those annual périods. Thé:Compaiy-is.curténtly evaluating the impact that this amqumem will have on'its consolidated financial-statements,

In February 2016; EASB issied ASU 2016:02, “Leases.” This standard requifes the recognition' of 4ll lease transactions With terms in' excess of 12:months on the.
balance shieet,as a lease liability and'a right-of-use:asset(as defined in} ithe staridard). ASU 2016-02 will be effective:for fiscal years! begmmng after Decémber 15,.
2018, including interim-periods within- thosé*fiscal years, with éarliér application permitt .Upon adoption; the le§sée will, apply: the:new -standard retrospecuvely
to all°periods: -presented or reu'ospecnvely using-a cumulative.effect adjustment in the'  year of adoption..ASU. 2016-02 is:not:expected to have a miterial impatct:on
the:Company’s consolidated. financial statements or consolidatéd-fi | disclosures upon adoption based on current faéts and circumstances,

Effective January 2017, FASB- issued ASU' No. 2016-15 “Statemenit of Céish Flows” (Topic 230)., This guidance clarifies diversity. in practice on where in:the
Statement of Cash Flows to recogniZe-cértdin. transactions, including;the.classification of payment.ofi contingefit considerationsfor. acquisitions between’ Fmancmg and
Operating activities. We are currently:evaluating the impact that this amendmeént:will have (mI our: consolidated: financial statements.

On January 5, 2017, the FASBissued, ASU No. 2017-01, “Clanfymg the Defiriition of a:Business” (Topic ASC'805), guidance to,clarify thedefinition-of.a business
with ‘the objective of,addmg guidance torassist entities with evaluaung »whethier transactions should bé accounted:for as acquisitions (or ‘disposals). of ‘assets: or
businesses. The: d in this ASU provide.aiscreen to detérmine whieh &hi integrated set:of assets and ‘activities: (collecnvely referred to-as a “set”) is-not:a
‘business, The screen requires:that when substantially all.of the:fair'value:of the gross assets acquired (ar disposed of) is concentrated in a single identifiable
‘dssét.-or a group -of similar identifiable:assets, the:set is not -8 business. This;screen fedices: the-number-of-transactions:  that need to be: ﬁuther, evaluated.. If the
screen 'is not met, the amendments requiré that to berconsidered -a business, a set must include; at a minimum, an.input and, a‘substantlvenprocess that together
sngmﬁcantly -coritribute,to .the ability ‘to.create output-and remove' the« evaluanon of whethera, market participarit couldl replace. the missing!elements! This ASU'is
effective. for public’ busmess;enntles m'annual!penods*begnmng‘aﬂer December 15,2017, including interim penodsftherem We are currently evaluating the
‘Tmpact that thi$ ariendment will have on.our consolidated financial ;statements,

‘In'May 2017, the; FASB issued ASU"No. 2017:09, “Compensation — Stock Compenstmon” (TODIC 718) - Scope of Modification Accounting. This; ASU clarifies
‘When to:account for«a change to the-terms:or conditions 'of'a share-baised | ‘payment award as 8 modification. Under the new gmdance,,mod:ﬁcaucm accounting is
required only if the fair value, the vesting conditions; or the classification of the award (as: equity orliability): .changes as a result: of the. change.in' terin$ of.
conditions. This ASU'is effective prospectively for the:annual pefiod. endingDecember 31; 2018,and interim:periods Within"thiat anhual period.. We are:currently
evaluating the imipact that this-amendment will have on our.consolidated financial statements,

in August 2018; the FASB issued ASU 2018-13; * Fair Value. Measurement (Topic 820): D:sclusure Franiework:Changes. 1o,the Disclosure Requirements for

Fair Vdlue; Measurement”, which-adds:disclosure requirements; 16 TOpIC 820~ for the range:and weighted -average of- significant; unobservable inputs used to
develop Level’3 fair value measurements. The Company -is-evaluating the provisions:of this ASU and plans to.adopt:this ASU» effectivesJuly 1, 2020.
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3. Inventory

As of-June30,.inventory-consisted of the following: !

2018 2017
Inventory onzhand;: e e o e
_ _Raw material ~ B $ 2147,237 s <]
T Werkimprocess [T Tt T T T T R@g
[ 77" Finished goods 498,809 1
b g;_ - T T TTUEESIR0 aSR 0y
Wallowancefor obsolet¢ igventory _~~ ~ T T @000)  (50,000)]

TS 3257780 $ 448809

‘I‘ Prepaid'ifiventory represents-payments for raw material:that has not been:received bythe Company-as of June 30, 2018.

| Forithe year ended June 30, 2018, the Company.recognizedin the atcompanying statémenit of operations;$50,000 in-cost of goods'sold ‘and $300,000 in résearch
-and development expenses for the allowancé for obsolete inventory: !

See Note 11 for purchiase commitments fmmxour‘manufacturers:?for?inventory.
4, Property and Equipment
As'of.June, 30; property a;n&le,qrdipmem consisted of the, following:

. 2018 .o2017

ST mes M)

A 32517 32517

E—_'_Tenam improvements— " " " T T T T T LA T usas
‘Frozen yogurt rtﬁ)o_ts - o ) . ~ 177,684 125,000

. T T Tttt T T 3154680 203,427
Accumulated. depreciation ’ — - T TS 889) (70:181)

F " - -/ /T T T s 199791\ S 154246

For the years ended Juri 30, 2018 and 2017, depreciation expense-was approximately $46:000-and, $28,000, respectivély.
5. Intangible property,
As of June 30, intangible propeity:consisted of the following:

2018 2017

(" Patemts T T T o TN T T SAA0600 S 200

Computersoftware R 616 116,176
T T T T msselT6  2556,176°
Accumulated amortization - (686052 (294,609)
[ e, T e T . T TS, TBI0NA S 2261567

'Forthé yeaisiended June:30,2018,and 2017, amortization expense was approximately $391,000:and $215,000, respectively.
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Patents '

On,Décember 29, 2016, the.Company entered: into. an -Asset Purchase, Agreement (the} “Agréement”) with Robofusion, Inc. (“RFI"); whereby the‘Company
acquired the intetlectual property asséts of RFI, a.developer-ofirobotic-kiosk. vending technology, ‘primarily frozen yogun vending’. klosks/cubes .using RFI's

trademarked name of Reis & Irvy's- (the"‘Acqulsmon ). Pursuant to the Agreement, the Company. prévided RE;.afid its desigl a cash payment.of" $440,000,

The‘Company also issued to.RFI a: three-year, $2:million rote:énd 2. five-year-cominon stock- purchase warrant for'1,520;000;shares with a strike price:of $0.50 per:
share.. Furthermore, certain RFI Ofﬁcers Directors ‘and’ Shareholdérs will be subject tosa five:year, non-compete agreement. Also; the Agreement provides for
ifidemnificatiofi and set off of up to $1 miillion, indér certain circumstances.-For the year-ended June. 30, 2018, the; Company eritered int6 two settiements rélated to
the-intellectual property totaling $185,000. As of Jufie:30, 2018, the: Company made. apprommmely $135;000:in payments- All seftlement paymentsare a reduction of
themote payable. (Sée Note-6).

RFI previously granted the:Company‘aii exclusive’ license 1o market RFI's:frozen yogurt: vending kiosks/cubes, using RFI's trademarked name of Reis & Irvy's, in
the United States and its territories (excluding Puerto Rico) and Canada, The assets dcquired pursuant.to-the: Agreement, are substantially -all of the assets
‘previously;licensed fo the:Compary.

‘Computer software

Computer software represents. capitalized: costs of the;customer. relationship manageiient software utilized by the Company.

6. Notes payable

As-of June 30; notes payable consisted of the following:

|

it Promlssory Note
Robofusion Note Paj Payable

Bridge | ge Notes-Payable
Convemblg Notes’ Payable

6 X1 ¥ N X 72
Less.current maturities (879,01 7) (1,710,291

- T

T8 615§ 13BN

Maturities of the notes payable, net of discounts, are as follows:

L N S 1. (A
e 8 GO
| 2020 S i $ 108,525

T T ‘ T s RSS2

Senior secured’promissory. notes

On:Febiuary 25, 2014; weiissued' Senior Secured . Promissory Notes:(the "Initial Notes!) to'three investérs in exchangefor. cash totaling $501,000. The. Initial Notes'

were set to mature;on February 24, 2015 and bear simplé-ifiterést:at a rate of 12% paid monthly over the term-of the:loan. The; ‘Initial Notes also- provide that.our
Company can raise:up to-$1.5 million in proceeds from the issuance of additional .notes (the "Additional Notés') which would have.the-same: seniority and’
security rights. The Initial Notes are.sécured by substantially all assets of the Company. On September 23, 2014, the holders, of the: Companys Initial Notes'
exterided the:maturity.date ffom February 24,2015 to March 15, 2016, and on March 15, 2016, thé:Notes were further extended to September-30, 2016. The, notes
aggregating $334,000 have been furthier ‘extended to December 31, 2018:and $167,000'of the notes, plus accrued interest, were, converted to comman-stock. at $.16
per shiare on January 20,.2017. The remaining ouistanding notes; aggregating’ $334,000, have’ been granted convérsion righis &t $.16'per share. The conversion
right granted was: fixed at the;closing trading price .of the stock. ‘As a result, the:Company determined’ that the/conyersion right was not a. derivative in accordance
with ASC:815, Derivafives.and Hedges; the hogt instrument was ‘conventional corivertibic, and that fio-benéficial conversion feature was present. The'
modification of the debit terms Was:not.deeimedisibstantive.and thierefore, was not accounted for as: an extinguishment of debt. ‘withi the- recognition of a gain or
loss.

As of Junié 30, 2018-and 2017, thé:dutstaiding balance was approximately:$23;000 and $334,000; respectively.

Fof the year ended Juné 30, 2018, approximately-$311,000 of :principal -and $132,000 of accrued. interést was converted into approximately. 2,767,000 shares of
common:stock,

|
i
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As of June-30,-2018’and 2017, ‘accrued interest-was approximately $6,000 and $107,000; re;pec_tively.

For the years‘ended Jine'30,.2018.and 2017, intérest expenseswas-approximately $31,000.and '$40,000, respectively:.
Financing and:sectirity‘agreéiient

On September 23;-2014; the Company entered into & Financing and'Security Agreement (the"Financing Agreément”). whereby the Company'may be able to borrow
upito$1.5 million through the issuance:of convertible secured debt. The principdl ternis of the Fifiancirig; ‘Agreement are.as follows

l - “The Company may 'borrow up'to-$1.5'million'in tranches of up tQ‘Sl‘SO;OOU,éach.

i . “The first tranchie of:$150,000 was issued.atithe closing ‘of. the-transaction' and was used to acquire and put into service Coriipany-owned micro
’ tarkets..An additional amount of $100,000 was issued-during the quarter'ended December31, 2014:

|' & All subsequem tranches shall be in thesamount of:\ upto. $150,000, shall .be .due -and funded by the:lender withiin 'seven days of notice;.and shall be
: iti upon the' Companiy:placing an additional 20'micro' markets into :service,

| o ‘The notes payable issued under thé’terms of the Finaricing Agreement are.due in full 24 months from- the!funding of-each tranche. The Company-
may, at its.discretion, éxténd.thé due date-foi each:tranche foran additional.12; ‘months,

| . ‘Interest‘on the'borrowings accrues at;a rate 0f'10% per.annum, and is payable quarterly: In the event the:Company ‘elects to extend;ihe maturity date
of a'tranche; the interest rate will increasé to.12% per annum-on.that tranche..

| : The. lender may.at its discretion convert any outstanding 'principal under any‘of the:tranches -intosshares ofthe Companys common stock.. The
conversion price;is 85% of the average closing prices :for the 15 tradmg:days prior'toithe notice of conversion, but in no event at a: .Conversion; price
lower-than-$1.28 per-share:

l . On the,due daté, or thé exterided-due date,.the: Company may- at-its dlscreuon convert ‘up:to:one-half of the outstanding principal’info shares of’
common stock. The conversion price is85%of the, average; closmg pricés for the 15 trading days prior to the due: date or-extended. due date,
whichever may be: appllcable

| . Borrowings are d by:the Company-owned micro markets.

At Juné 30, 2018; there was $250,000. ‘dutstanding:under the Financing Agreement; of which $150,000- ongmally ‘matured on. September'23, 2016: and $100,000
originally matured on’ Decerriber 13, 2016. On January'20, 3017, the.Company extended botbstranches-uniil December 31, 2018! As'part of the exténsion, the:holder
was granted: conversion rights:at $.16 per share: The:conversion nght granted 'was fixed at the closing tradmg pnce of the stock. As a. result, the Company determined
that the:conversion right was not:a;derivative in accordanée with :ASC'815, Dérivatives:and Hedges, the host instrument was' conventional convertible, and that rio
benéficial. coriversion feataré was present: The:modification of the debt terms was not deemed substantive and therefore, Wwas not:accounted for.as.an extinguishment of
debt.with the recognition of a.gain-orloss:,
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Thielendér: of the Financing Agreement has informed ithe Company;that he does.fiot imé:idut? lend'additional amounts under the Financing Agreeinent.
As of Junei30,,2018 and 2017, the-outstanding balance wﬁs“ap‘proﬁmﬁtely‘SZS0,000.
As of Juie 30, 2018-and 2017;,accrued ‘interest wag%npp[oximnte!yifsl;OOO and $56,000, respectively:
For the years:ended June:30,:2018'and.2017, interest expense was approximately $25,000 and $25;000, respectively..
Convertible promissory note:
on June 10,2015, the Company issued ‘2 $600 ODO convertible pr’o’miksory note (l.\ie “Promi'ssory'Note”) with interest pay’db]e at 1()% ‘pe‘r -annu. ln connection

$75 per\share i

“The Prohissory Note:maturesitwelve months from issuance, may be extended for-ari additiohal three months, and may be converted atany fime ifi;whole or in

part, at the lesser of:
@  25% discount to thie next round of firiancing prior-t0_conversion in:excess.of $1 million; ‘or
()  $.30.per share;ior;,

(iti) ‘Comméncirig-Six months. after issuance. date, atithe investor’s:sole discretion, tat a 20%discount to the-lowest trading-price.ten business days priorito
conversion:

The Company considered the. guidarice in' ASC 815, Dériviitives and Hedging, and ASC 470:40, Debt With Conversioh and Othier Options, toaccount for the
warrarits and recognized &.débt discount and'increase in additional:paid-in capital'at the relative:fair-value. of approximately $78, 000, The Company: cGnsidered the
guidance.in ASG B815;. Derjvatives and Hedging, for the: conversion-feature and - recognized a debt discount and.derivative lmbllny at the estimated fair-value. of
approximately $401,000.. AS 4 résult, the:total debt.discount was approximately:$480,000 ‘at issuafice. The discount:was amortized as ‘an accretion 'of discount on
notes payable over the term of the (oan; susing the: efféctive .ifiterest rdte methed and- included i in.inteTest expense in the accompanying statement- of operations.
The change:in thesestimated -fair value: of the derivative:liability: 1s*rccogmzedrm the. accompanying. statement-of: operations at each reparting pefiod. Dufing the
years ended Jung. 30,:2018 and 2017, the: Company- has‘recogmzedea derivative loss of approxxmaxely $220,000¢and $224,000 respectively. At June 30,2017 the
Company had.a derivative: I|ab1hty relaied‘to the Promissory Note of '$560;,007, During e year erided June:30, 2018, the: derivative was eliminated, as the.Wartants
exercise~date expired- on June: 20, 2018. Asva.result, the estimated fair-value: of the derivative of as of the date of ‘expiration ,of approximately $780.000. was
[ecog:uzed in‘additional paid-in capital inithe accom_panymg statement. of changes in:shareholders’ deficit:

We calculated the value-of the discourit using the Black-Scholes option pricing model.employing the followiiig.assumptions: volatility, of common stock —76%;
tisk-free interest rate ~ 0.28%; forfeiture rate —0%; valie per sharéiof commonistack - $0:45; strike price -'$0.75; term — 4 years..

Thé Promissory Note maturity may also be extended! for an‘additional thrée months. Furthennore,,there will be a full ratchet; anti-dilutiori with reéspectitoithe:
shares of ‘common stock only (no, adjustménits will be:made to the: warrants), for any equity of Convertible Debt findncing.completed. or a definitive Term Sheet
exercised. within twelve. months of closingior fifteen months if the Company eéxefcises‘its one-time extension: The ratchet'does not ¢come into effect for any-non-
convertible debt oﬁ'enng arrafiged by thie.Company, its advisors or'bankers. !

‘The:conversion’ terms of the Promlssm'y Noté were amended pursuant to a first amendment to Promlssmy Note, dated October. 14,.2015. The adjustable pricing
‘mechanism commenting six: months after the Promissory Note issuanice date:at.a'20% diScount to the lowest- tradmg price’ 10 busmess days’ prior to conversion

was:removed. The negative covenants set forth'in’ the:subseription agreement were:also:amended pursuant to & first amendment to:subscription agreement; dated
Octobér 14, 2015 The/miodification of an embedded- conversion: féatufe is separately. accmm(ed for as a derivative before the modification, after thesmadification
or both. Since: the' bifurcated ‘conversion option s Accountéd for-at.Fiir value'both. beforehand after-the modification, any- changes in:the fair value of the

‘corniversion. option:woiild be feflected in-earnings.- -Furthermore, the Promissory Noté:was extended for an.additional six-months from'the: ongmal maturity:
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‘On January 20, 2017, the note was-extended through June 30, 2017.4nd the warrarit price was:reduced.to $.30, per share;.provided that the warrants must be.exercised
for cash. Furthermore, tie warrant expiration date was'amended to. June 20, 2018, As;of June 20, 2018; n6 warrants were. éxercised. The. Company determined-that,the
«cash and non-cash effect of the modification was, less .than 10% in aggregate ‘As. & result,, the modification was not.deemed substantive ‘and therefore, was not
saccounted for as an extinguishment of debt, and.did notrecognition-a gain or loss

"During the'years endéd Juné 30, 2018 and 2017; principal payments were $300,000 each year As of June-30, 2018+and 2017, .thé.outstanding:balance was,
pproximately $0 and'$300/000, respectively.,

I
Asof June 30, 2018 and 2017,-accrued interest was'approximately, $0 and $24,000, respectwely For the years ended June 30, 2018 and 2017, interest payments-weré
-approximately $25 000 and $6,000, respectively. ‘

For the years ended June 30, 2018 énd 2017, interest expénse;was approximately $1,000 and $30,000, respectively.
Robofusion note payable

On December 29, 2016, the Conipany .entered info an. Asset Purchase Agreement.(the “Agreement”) with Robofision,, Iric.. (“RFI?), whereby-the Company
acquired’ thé intellectualproperty ‘assets of RFI, a developer of robotictkiosk vending, technology, primarily frozen yogurt vending klosks/cubes using RFI's
trademarked name of Reis & Irvy's: (the “Acquisition”),, Pirsuant to.the Agreement, the. Company providéd RFI, and its désignieés, a cash payment of $440, 000,
Thé Company also issued:to:RFl'a threesyear, $2'million note:

In ¢onriection:with thé issuance of the note payable, the Company.issued;a ﬁve-yea.ncommon stock purchase warrant for 1,520,000 shares-with a strike' pnce of
$0:50 per.share (see-Note:5). At incéption, the estimated fair value ofthe warrant was appmxunately $174,000, and was recogmzed as a.debt discount: For the.
yéars ended June.30, 2018 and 2017, approximaely:$50,000 and $25,000.was accreted't.intéTest-expense:in the accompanying statement.of operations:

Asof June30,2018'4nd 2017, the ouistanding balance was Approximately: $i.441,000: arid'$2,000,000, respectively: During 2018, principal.paynients were

approximately $424,000;and indémnification paymiéents. were approxlmately $135,000. |

As of June 30; 2018'and*2017, accrued intérest was approximatély $15000-and $0; respectwely For the year ended June 30, 2018, interest payments were
«approximately $45;000.

[For;thé years ‘ended June 30, 20187and 2017; interest expense was'approximately $60,000 and $30,000, respéctively:

Bridge notes payable’

‘On Febriiary 28, 2017, the Company.executed two short-term.bridge notes.aggregating'$345,000. The notes beir interest ati0% per, annum:and matured on July28,
2017. In connection with the note.issuances; the' Company recognized an original issue discount of approximately $45,000:and a debt discount approxifately
$57:000 rélated to'the issudnce:of 75,000 shares.of the. Company’s common:stock{Note’ 7) for atotal debt discount of, approximately $102,000: “The debt discount

was amortized over the life of the loan.

During the years ended June 30,:2018'and 2017, principal payments-were approximately $323,000-and'$22:000, respectively. As:of June,30, 2018.dnd 2017; the
outstanding balance was dpproximately-$0 and $323,000, respectively.

1
As of June-30, 2018 and 2017, .accrued interest Was approximiately, $0:and $5;000, respectively.
|
For the.years ended June 30, 2018 and 2017, interést expensé'was approxiinately $2,000 and $5,000, respectively.
’ |

For the.years ended June-30; 2018 and 2017,:approximately $20,000-and $82,000 was-accreted to interest expense in the accompanying statement of operations.
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Convertible notes, payable.

Begmmng April 2013 through June 19, 2013, wé'issuéd convertible notés payable tosthree entities or individuals in-exchange for cash proceeds totaling
approxxmately $250,000. Thernotes-were unsecured and' bore interest: at 12% per anmim: The:notes bore matunty dates: ranging from June 30,2013 to August 31,
2013, the earlier of thejrbeing outstanding: for 60.days, or-upon’ the trarisfer of 25% or" more of our. Companys share.ownershjp or upon our'merger-with a public
company (all as defined in themnote agreements). Repayment ofithe'notes was personally guaranteed by the beneficial sharéliolder of FHV- Holdings Corp, a
California corporanon"("FHV CAL"), & directorof our Company. On.July 19, 2013, $210 000.of:the outstanding balance. of the notes was tendered in exchange for
552,418 shares of EHV Intemational’s:commaon stock:

During the year ended June 30, 2018, principal payments were approximately $7:000- As of June-30,.:2018:and"2017, the oiitsianding balanée was.approximately $0
.and'$7,000, respectively:

7. Stockholdeis® deficit !
For the year.ended June'30, 2018, the Company issued.or recognized: !

Approximately, 30;303;000 shares of conimén.stock for gross proceéds of approximately $16,362:000, net of approximately $2,082,000 in‘issuance

Costs.

200,000 shares of common stock representing $300,000-6f stock-subscription recelvable Proceeds were received.subsequent to June-30,.2018.
Approx:mately 2,768,000 shares: 6f comnicn.stock for thé:convérsion of approximately $311,000-of convertible debt and $132, 000" of accrued interest.
'150,000; shares:of common stock:in:connection with a legal seftiement: The estimated fair value based on the closing price on the date: of thé
settlement was approximately” $144,000, and was a reduction- of ithe prowsnon for franchiseé rescissions and .refinds. In connection. with the
settlement; the Company. gunranteed the! shareholder woilld receive. proceed' ‘of $200,000 from the.sale of the shares. -See Note 12:

‘Approximately 502, 000 shares of.common stocki| for: approx]mately $1,161 ,000; of ma.rkenng and other services.

‘Approximately.628,000-shares of commonistock for the cashiess exercise:of options;under the 2013 Equity Incentive Plan..(See Note 8).

Approximately. $1 636, stock-baséd comipensation related o, options- lssued inside and outside the-2013 Equity Incentive Plan
Approximately’ $780 000-in dérivative liability:

For theyear ended June ;50;:20!7;,the'Compgirgy:i'ssued or recognized:, '

Approx:mately 969 000 shares uf comimon stockifor fmnclnse.reﬁmds of approxxmately $194,000.
Approximately 1,326,000;sharesof common:stock for the;conversion. of $167; 000?'of notes payab ié.
751000 shares of common:stocki in connection. with bridge notes payable;, .with-an 3 )
‘Approximately 162,000 shiares of commori stock for'the cashiless exercise of ‘optiofis under the'2013, Equity Incentive.Plan..(See Note 8),
Approximately: $402,000 in'stock-based; «compensation related to:options issued.inside and outside'the;2013 Equity Tncentive Plan.

8. Stock-Hased compensation

2013 Equity Incentive Plan .

On: August 14; 2013, .our Board of Directors,approved the:adoption of the 2013 Eqiiity IncentiVe Plan (the “2013' Plan™). The:2013 Plan was approved by a majority
of ‘our sharetiolders- (aé détermined by shareholdings) on. September 4, 2013. The 2013 Plan:provides for granting;of-stock-based,awards incliding:: incentive stock
options, non-statutory stock options, stock bonuses and rights: to acquire restricted stéck. The:total number-of shares .of common stock that-may, be issued’
pursuant to stock'.awards under’the 2013:Plan were:initially- not' fo_exceed in the aggregate 2,600 ,000 shares’ of ‘the ‘common stock of 6ur, Company. On, Jilly 13,
2015, the Company, increased the total number of shares that'may be issaed tnder-the 2013 Plan 10 4 ,000,000. ‘Furthermore, .in. April 2016, the:Company. further
incréaséd the total numbef,of shares that. -may'be issued underthe Plan to 6,000,000:
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During'the years ended June 30, 2018 and 2017, thé Company ‘granted stock options under its 2013 Plan. Stock- based compensation.related;to these -awards is
recognized on a straight-line basis ‘over the ‘applicable vesting period and 1s«|ncluded il operdting ‘expense. in the accompanying consolidated statement of
operations for the‘years ended June 30, 2018 and 2017. During the years ended June. 30 .2018 and 2017, options:. issued were valued using a binomial valuation

niethod-assuming the following:

Expected volaullty

Forfelture tate,
Rlsk-free mterest rale

2018 2017
TR 135%

%
. 20%

T 155% 24 44%4 1.38%,
S T35

e T -t

The expected” volatility was estimated based on the:Volatility of & set of .companies that: management believes are: compmbie to"the.Company. The risk-free rate

‘wasibased on the U:S. Treasury note raterover the expected life of the »options. The:expected life was determined

using the simplified method :as-we have no

‘historical experierice. We recérded:stock- based tompensation expense-of $1,636,000 and $402,000 for the years ended. June 30, 2018, arid 2017, Tespectively.

“The following table summarizes the stock option acti vity:

[—“Forfexted

Weighted Weighted.
Average Average
‘Exercise Remaining
! Priceé Contractual Aggregate
Per Term: Intrinsic
‘Options Share, (Years) Value
Outstanding atJuly T, 2016 s 38 s 455M15)
Granted o T
[ Exercised T T Y
Forfeited - D 1 N
b
bmsmndmgar June 30;2017 T T T 4‘120074 025 TS T 230TESS
[ Guamed T B ¥
Ex ©22)

0.38 ]

— - - I
e . I s L . 2
(Vestedgptions” . T T

Remaining options-expected to' vest

AtJune 30,2018, the total estimated unrecognized tompénsation cost related to options totaled approximately-$341;000.

During:the year ended June’ 30,2017, warrants to purchase 1,520,000 shares at $.50-per share were granted to Robofiision as part:of the asseti purchase: ayeemem
(Note.6). As of June30,.2018, there were.3;520; 000 warrants outstandmg, of which:2;000; 000 have'an' éxercise. price:of $.30\per share:and'1,520; 1000 have @anexercise

price of 8.50 per'share- Thé:warrants: expu'c five years fromithe date of grant.
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Non-Qualified Stock Options

Fur the  year ended June-30; 20!7 Ahe Company granted non-quahﬁed smck 0pmms (omsnde of the 2013 Pla.n) aggreganng 5 000 .000 and 500 ,000, respecnvely 10,

upon’ thc delivery of: 800 robotic soft serve' vendmg kiosks or achlevmg cumulatzve rgveml_g 'of $30 - mnllnqn

The estimated, fair value of the. optlons«was approxxmalely $698,000. Stock-based compensation related to'these awards:is: recogmzed on a straight-line:basis over
thie éxpectéd vesting period (24 monthis) and is<included in selling, general. and ‘administrative expenses ‘in fhe accompanying condénsed; consolidated statements
of operations, The options* issued - were valiéd using:a binomial-method assuming the following:

Expecfedwolatiy — — — — T _ S T

Dividend yield i ————— e

Risk-free inferest-rate T ' ) - e

Expected fife'in: years

For,the years ended June 30,2018:and 2017, the/Company recognized approximately$279,000.and $116,000, respectively. Remaining stock-baséd compensation‘to
‘be recognizod is-approximately $303,000: No.options have vested;anid thé,remm‘n'iilgoptions| expected;to.vestis 4,400,000.

Forthe year.ended'June 30, 2018, the Company-granted:non-qualified stock.options (outside:of the 2013 Plan) to the;folicwing:

| - The Gompany granted a potential of 1,175,000 options:to-émployees. The options vestibased on objectlve Criteria consisting of.sales' and.overall
Company goals:,

| . Furthermore, wergramed a potential of 6;375;000: :options 1o the/Chairman, CEO »and management employees.with an exercise price:of $0.87 per share.
The opuons»vesl 50% ipon 1,200 uaits installed or $45 million in cumulative revénug; and.50% upon 2,000 units installed.or $75 millicn ifi.curiilativé
revenue.,

Thie estifiated -fair value of the .options was approximately $6,464,000.. Stock-based comipensation ‘related: fo these awards ‘is recognized .on.a, straight-line basis
over the expected vésting périod (24 'months) anid is included in.selling; general and: administrative ekpensés in thie accompanying condensed consolidated
staterfients:of 6perdtions . The.options issued were valued uising a binomial method:assuming the-following:

| Expécted volaility e T 6% ane

Ehkan - . R o 0%

! Rkt T T T oot = gy
Expecied llfe in years ‘ e — 22

For the year ended June 30; 2018, the)Company recognized approximately, $1 067 1000 Rﬂnmmng stock-based" compénsation to be recognized is approximately:
$5:397,000. No options’ huve vested and the remaining options expected to vest is'7,550,000.
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9, Leases;

On. August'1, 2015, thé Company moved its:corporate and 'warehouse facilities to a singleflocation aggregating 8 654 feet at 2620 Financial: Court, Stite 100, San
Diego California’92117; The new lease is for a'termiof:84 months. The curfént,monthily resital, payment;.net of utilities for the facility, is $15,993, Future minimum
lease' payments under the Company’s:Facility Lease:is:as follows: .
2018: $191,492;2019: $196,928;2020: $202;554;2021: $208,377, 2022: $214,403: Thereafter; $17,909: Rent expense totaled $230,0007and'$229,000 for the years éndéd
June 302018 and 2017, respectively.

10..Income taxes ,

The Company uses' the:asset and iliability method of accounting-for income taxés; in. accordance with ASC 740-10, which requires that the Company recogmze.
deférred tax liabilities for taxablé temporary différences and deferred tax assets for deductible: temporary, differences and-operating;loss carry* “forwards iising.
enacted tax rates in effect in the years the differencesiare expected to reverse. Deferred income tax benefit-or expense.is ‘fecognized as;a-result.of ‘changes.ininet
deférred tax:assets or defefied'tax liabilitics. ;A valiiatioh ailoiancé.is recorded whensit isimore likely than:not that:some or°all'of any deferred tax dssets will.not be
réalized. As of June-30, 2018 and2017,.the Company had:a full valuation allowance onits:deferred tax;asséts.

The following table presents.the current:and deferred income tax provision (benefit) for federal, state and foreign income taxes:

2018 _ 2017

Cuurent tax provision (benefit):
" Federal

State L s i L T I

- - . - . : e
Deferred tax provision (benefit): . X L B

e — —— e e e =

L _

—— - _ ——

Toral provision (benefit) for income taxes: o i T T 1R60 4,800
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Significant components of deferred;tax assets and liabilities areishown below:

2018 2017

Déferred tax assets (liabilities)

BT gk NI AT
ﬂ:}:sgtimgigﬂ o, TP AR )

l?méffrﬁ B T T T
““'lﬁfﬁ"*' jf—'“l’ S e

Bad Debt RéSe

IR Hj TR T T T TOISES3AL 82147682 1
(10225:893)  _ (8,258,448).
Y B, W(TEEO) T . 2 A(43;766),

l e ﬂﬁmﬁﬁi L AR
L IRCIAEDl S o AT B S S

Debt'Discount’ :

PR, . T el TR TS T L A T T T ﬁq;:’tﬁ o
Total .

I In assessing the; realizability of deferred tak asséts,of $10,158;334:at- June 30,2018 management ‘considered whether it'is more:likely than not that.some portion or
dll of the deferred tax-assets will be:realized. The ultimate realization of ‘deférred tax asséfs;is dependent upon the generation of fiture taxable income .during the
periods in:which those témporary.differences become: deductible.

‘Arreconciliation of income taxes:computed by- applymg the.federal:statutory income:tax: rate of34% to income .(loss) before:income:taxes-to'the recognized income’
tax-(benefit) provision-reported in the:accompanying consolidated statéménts of operations.is as follows:for the .years ended'June 30,2018/and 2017:

2018 2017

A.-i' (618661090~
(395 oy

= e AT

A L), w AR T S
State income tax, net of federal tax

Dermanentiemop e e = L Y 53T
Results-of. Change.in Federal Tax R Rates | 271
e T T W Tl T

Résearch Credits o . 0.00%
O IE aa | o Y prme S M R AOAE069) T 059%  Joalio =~ T 083%,
O 5iGn (Ben e HOr P Reoky [ = Nl T v . v, -] . lal 418008+~ - *,r0,00%f Ty 4800 IFE. . S0T04%;
During the:years ended-June 30,2018 and 2017, the: valuation+allowance increased: by $1,967,000 and.$4,107,000; respectively: At Jiine'30, 2018; thie, Company‘had

federal and state'net operating. cauryforwards* of approximately '$33;841,000 and: 24,719, OOO"rmpecnvely The fedéral and state loss: carryforwards begin to expire in
203 lunless previously:utilized. Qur tax returns.for the years 2014 - 2017, are.open for examination by: the taxing-authorities:
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Utilization of the NOL camyforwards may be subject to an annual limitation due.to. ownership change limitations; that:may, have occurred ofcould occur in the
fiiture, dsirequired by Section 382 ofsthe ‘Intemnal:Revenue Code of 1986, as amended (the "Code"): These:ownership changes may ‘limit-the:amount of the:NOL
carry - forwards that.can be, utilized annually, to 6ffsét ‘future taxable:income and'tax, respectively. In;general, an “"ownership/change” as defiried by Section 382 of
‘thie Code restlts from:a‘transaction or: series of transactions over, a three-year period: reulting in @n ownership change of more. than 5 percentageipoints; of the
outstanding;stock:of a company, by certain ‘sharefiolders., '

1
On December 22, 2017 new tax refonn leglslatlon in the U S, known as: the Tex-Cuts and Jobs Act of 20]7 (the “Act”) was SIgned into law. As at resultrof the lower
future, which is:generally. 21% The provisional dmount recorded télated 10 the remeasuremem -of, our’deferred tax balance was! $4 8 m:lhon that is. fully offset! by a
corresponding decrease to our valuation-allowance:

‘Wejrecognize' a tax ‘benéfit -from an.uncertain tax position when'it is more likely- than not that the position. will be:sustained upon examination,, mcludmg
resolutions of+any related appeals o litigation; processes, based onithe technical merits: Income:tax positions must ‘meet:a: -more-likely-than-not. recognition at the.

effective date to be. recognized. As: of June. 30, 2018:we-do.not have any unrecognized tax benefits. 'We do not anticipate a significant: change in-the unrecogniized
tax benefits within the next 12-months.




‘1. Commitments:and contifigencies.
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‘During fiscal, yéar 2018, the Company began- a-voluntary internal investigation into payments madé with fespect {6 the: Company’s primary. stock sales and
whethier ‘the: pawnentsxcomphed with Seciion 15 of the Secarities: Exchange; Act of 1934. The:Companypaid a'bonus to certain members of its franchise sales staff
and to the Company’s:Chairmaii for<any shiares of the Company’s stock:that potentidl franchisées purchased.. In this: regard the Company pmdaapproxmately
'$332,000 toiits franchise sales staffand-a matching' ‘banis of approxxmate y $332,000't0 its’Chairman:for-the time period July 2017 t6:April 2018, The:Company, also
paid an:outside semce;provnder pursuant:to:a -written ‘contract for’ franchise reengagement leads. Thé Cortipany has determined that the’ outside - semce]provndu
'had some involvement ‘in generating reengagement ledds. " potential. franchisees’ who-also:may have had:an interést in purchasing ‘stock. These payments are‘in
relation.to.the $16:4 fillion (net-of offeringicosts) 1 raised' by the Company durmg the fiscal year. The Company has engaged outside counsel, has' céased -and will:
not:make further payments: with regard to the ‘Compaity’s stock sales, will* take remedial meagures (includifig ‘oversight ‘arid education), and, as:deemed
appropnnte willitdke steps to recapture the value-of those payments prevnously made; The: Audit‘Committee will iake. charge of and overseg thercontmued
internal investigation-and remediation efforts. Thé Coriipdiy. cafinot reasonably: estimatesany.potential liability or ‘TECOVETY. lfmny, relatedito-these payments..

There,are warranties-on our vending:machines exténded by, the-machine manufacturer and its. dlsmbutors,hbut requiredirepairs to'the machinés:are thé. résponsibility of
the franchisees. To thé extent the; machinés rerhain under warranty, our-franchisees’transact, d:rectly ‘withthe manufactirer-or itsdistributor., (Asta:result; no warranty’
liability or expensewas recognized;in 2018 or:2017: The' Company;provides a one year parts warranty on its robotic soft serve vendmg kiosks.

‘As of June 30, 2018, the:Company-had uncgndi‘ﬁbnal;purqhasp‘w;:onn’act's:(qf'»apprbk'ii'ﬂatelx $12,870,000 for the purchase or inventory for thie frozen Yogiirt:and ice:
cream robots:

On:May 19,2018, the Company entered;into an 18 mionith consulting;contract with a franchisee; Consideration is;a-total,of 300,000:shares.of. common stock. 50, 000
shires.of coininion stock vest' every three months. during the:térm. of the: contract. If-the.consultani - resigns or is terminated, thé, Company has.the option to-
‘repurchaseithe vested ‘shares ‘at the lésser. ofithe+fair market value of-the:shares at thé time the' repurchiase .option.is exercised and the- purchase price The,
Company. acourited . for. the-shares-in accordance with-ASC 505-50, Equiti-Fipiity. Based. ayments: louNan-Emplayee: The estimated faif. valiié of the;shares was.
based on the. closing tradmg price on Jurie 30,‘2018 The: expense:is recognized over the ivesting pefiod of thé shares of: common stock. ‘As of,June: 30, 2018, 1o
shiires had vested. For the year ended June 30; 2018; the:Compariy recognized approximately-$131,000 of other expense: ‘in the ‘accompanying statement of:
‘operations,

.On June 6, 2018; the; Company- entered;intoran agreement With' two investors in connection with, thevCompany’s private placemem :mémorandum. The-investors'
have the righit to purchase

of cofnmon stock
Froin July, 1 thfough, September.30, 2018, 1,000/000 shares;of commonstock at:$1:00 per share. As of:September:30; 2018, /0 shares.were purchased.

Erom October 1 thiough Décember.31, 2018:.1,333;333:shares oficommon stock at'$1.50:pér sharé., As-of the date of this:report, no;shares were
puirchased..

Froi filme to time, we .may become involved in litigation ; :and. other legal-actions, mcludmg disdgreements with to any pending: litigation: of - franchise: :agréement
rescissions where the:amount .and range of loss can be estimatéd. We;record our best estimate of a loss when ‘the 1oss is- consideted:probable. Where a liability, is
probable and thiere.is 4 _range; of éstimated-loss .with no best estimate in the range, ;we record a charge equal to at-least:the minimum estimated habllny for a los§
contifigéncy. when both-of the. following! conditions’are met:’ (1) ‘information available:prior-to;issuance of the financial statemenits; ifidicates: that it.is probable that
an:asset had been 1mpa1red of ‘s liability had'been incurred-atithe date of the; financial statémentsiand (11) hie ringe of loss can be. reasonably:estimated. Estimated
legal costs:expected to be.incurred to resolve:legal matters -are recprded to:the consolidated-bal :sheet and statements of operations.

Additionally, our Company ‘is subject:to-certain state reviews,of ouf. Franchi§e. Disclosure Documents. Such, state reviews: could lead t6-our'Company being fined.
or prohibited from entering into:franchising agreeménts with the reviewing state-,

Periodically; we are: contacted by Gthér state franchise ‘tegulatory authorities'and in some cases havé ‘been. -required to respond to inquiries; or’ make: changes’to,
our. franchise: disclosure; documents or* fmnchxse ‘offer and sale: pmctxces Management believes these communications from state regulators afid coiésponding

h lin.our ‘franchise:disclosure rjn_r ménts:and*practicés:are administrative:in nature and’do not mdlcnte thé'] presence of.a loss:or: probable- potentlal loss.
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12: Related party transactions

‘Related party.débt onsisted of the following:

) 2018 2017
Secured PromissoryNetes U Tt o T TRT T TS 06798 96T
ConvettiblePromissoryNote " "~ T 7 ¢ T o T T T T T 40007 358167
[ R T DL T T sE6,786 649,066,
st G ares T T (536786~ (649956)

BA9.966

s s S

Notes'Payable 10'Socially Responsible Brands

/On October;27, 2015, the Company\obtamed sécured loans:in the aggregate.amount of $500,000from! Scciatly’ ‘Responsible Brands, Inc. The Company’s Chairman,
Nichiolas Yates; is:a 20% owner of Socially' Responsible Brands, In¢.

Thie Company issued two Secured Promissory: Notes and a rélated Security Agreemem each dated-Qctober 27, 2015 (the “Notes™ and '“Seciurity Agreement”)..
Certain ‘current lien*holders, af the' Company also executed and.delivered a Subordination, Agreenent in coninection with. the:issuance of the Notes and Security
Agreemient/(the “Subordination Agreement”, and together with thé,Notes and Security. Agreement, the’ “Transaction Documents”).

“The,Notes. dreieach in the principal amount of $250,000; and have terms of éi'ghteeh,i'mjnt}fs and-one year, respectively:. The first Note is secared by the
Company’s fifty'(50) corporate-owned micro-markets .and the Note principal and. interest 15 repaid according-10,a:schiedule based on sale: of such micro-markets.
The second Note:is sécured'by the: Company's franchise,royalties: and principal and mterest isirepaid-on ‘s schedule based on receipt,of combo machirie,sales,
with guaranteed payments;ofidt least '$75,000 per. «quarter during;the term: of:the Note; Durmg«the year‘ended 2018, the. Compény. paid $0 of principal and interest,
réspectively, under-the Notes. During the.year.ended 2017, the; Company paid $115,617and; $34,383 of principal:and’interest, respectively, under the:Notes.

F-30







ZTable of Contents '

On January 20, 2017, Sociilly Responsiblé Brands agreed to extend the maturity date on their notes until December 31, 2017, In:connection with the loan
extension, the holder may convert their Notes into shares of the! Company’s stock at.$:16: perishare. Furthermore, on: September 18,2017, the Notes' were amended

whereby. the intérest raté was modified to a tate: of 20% per. annum effective” October 1, 2016. Addmonally theé Notes:were fiirther extended until December 31,
'2018.

‘Nofes Payable to-Nick Yates

On January 13, 2015, the Company's Chairman, Nicholas Yates, agreed to loan the Company up:(0$200,000 (the “"Loan"), each incremental, borrowinjgunder: the.
Loan:to'be ewdenced by a promissory note. Mr. Yates further agreed to loan the-Company'up to $550,000: Amounts: borrowed under. the Loan-bear interest:at
10% per. annum. and arg due ‘on December 31,,2016., The Loan also. provndes for conversion to common:stock, ‘at the option of the holder, at a price;equalito.the-
Company’s néxt round of-funding. In-connection with the: beneficial conversion opuon thie Company. has recorded' $300,000’ as a discount on the Loan and
charged- $0-and $194,000, to operntlons\dunng the years énded: June 30,2018 and "017 respectively. As of June.30; 2018.and 2017,.$240,000. arid $3533000,
respectively wete- outstandmg unider.the Loan..

On January 20, 2617, Mr. Yatessagiced to.extend his loans until-December 31, 2017, In exchange for extending the loans, Mr. Yates was granted an option.to
conivért the loan to-common stock-at-$.16 per.share, Furthermore, Loans were'extended uritil Decembér,31,.2018:

On. January.20, 2017, the Company executed a loan agreement with Nine Dragonsiinvestments (“Nifie Dragons?) for’ borrowings’in an' amount not to, exceed
$300,000. Nine Dragons‘is an entity saffiliated with.our:Chairinan-Nick. Yates. In.connection with the loan‘agreement; the Company borrowed . proceeds aggregating
$209,931. The:loans bear-initerest .at 10% per annum; areidue on' December 31, 2017 arid are:séciifed by certain. assets of'the Company, ‘incliding its:intellectual
property: Furthermore, the;loans;are convertible at thie option.of the:holder. at:$.16; per share. During. the year ended June"30 2017,,8209;931 of the Nine Dragons
loans-were fede€med for cash.

Other Transactions.

The Company’paid.a bonus:to:the Chairman forshares of the Company’s stock that potential franchisees purchiased..In:this regard, the’‘Company paid approximately
$332,000 to its:Chairman for the:time period July 2017 to April 2018. Tlie Company will take steps to recapture the value.of these paymerts| previously. madeé.to:its
‘Chairman.

In July 2017, the .Gompany" issued 150,000.shares of Gommon stock:in connection-with ‘settlement ofa formei- franchiisée (see. Note. 11). Terms of the agreement
.state that!Nick Yates:will:receive 50%:of the proceeds in'excess:of $200,000.. l

The.spouse 6f the Company?s Chairman was employed: by the Company diring 2017 and thircughi’ May 31,.2018; The Company charged.approximately $38,000:and
$40,000 to operations for.her compensation‘in2018,and 2017, respectively.

As. of June 30;:2018 and 2017, prépdid expenses and othér -current ‘assets in -the’ accompanying balance: stieet’ included. spproximately: $28:000 and $14,000,
reSpecﬁvely, of:short:term advances to'an officer-of the Company. '

As of June:30, 2017, prepaid expenses and other:current.assets in the:accompanying; balirice sheét included approximately-$21,000, from a loan to an officer’ of the
Company; During the year ended June30, 2018, thé Ioari was repaid in-full,

The Company ‘determined that there may ‘bé a material weakness related to the identification of transactions:that could.be deerdied violations of ‘Section' 13(k):of

thé Securities Exchangé Act-of.1934; as amended-(the- “Exchange Act”);.and!Section 402 of the Sarbanes-Oxley. Act 0f.2002.
'13; Segment Inforiiation

The segment informati on consisted of the following;

Juite 30, 2018
. R&I FHY Other Total
Revenue: o s I )
[-_Frozen YogurtRebots — — T T ; e -5
Vendmg Machines' L . 178 l]l
[ Royalties L I -
Franchiges T 71875%
[ Company-owned Machines "~ " T T
AgencySalesyiet ! - 9% :
[ Other B o - . - R - T 724,46
Total o 175241 $ 549667 $ 165686 $
Depreciation.and-Amortization o $7 40057 § BT § 250000 §
o Amorwzatton 3 2199 24 :
L‘.- T T '*_ﬁ”‘——_"_‘—"_.'— R — e T - T AT Ay e . ra A Lrar ® T T T memy & riAnTi iAauw
Operating Loss . i $  (17483787) §  (1,519564) (7.780) 8§  (19015131)
L . . } . o d ~J
Interest:Expense L s 145572 8 154,686 8 - 8 300,258
‘Change in'EstimatedFair Value: ofTDenvanve Liabilies B 3 220003y 8§ -8 220,003y
Purchases of Property and Equipment e D T 30000 § 91252

“Total-Assets. T TSTUOnisMEss § 0 292664 8 10864 § 31975953
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Jiitie 30,2017,
R&] FHY Othier Total

‘Revenue: o L N ]
{ FrosemYogurtRobos — ~ ~ ~ ~ ~ T 7 T & s T T -8 3

_ VendingMachines 0 _ Lt 3386776

_Royalies. s e

Franchises o - A

Company-owned Machines ~~ ~ ~ — —"— T 777 T R £

Agency;:Sales, net, o o ] - 88,826
(othese —~— ——— ~— 7~ * 7

“Total ' § 2895 § 4114803 §
Depreciationand Amortization T TR TN ieT 80 28150 8 AV ] 43
epredt Ao L LaL i - A ———
OpemfingLoss § @ARAM) 5 @oNj30) S 4% s (104850
Interest Expense T 7 T T T T 5pd: s 501046 $ - § 558145
L'?_.'—-v.“-.-;’_".‘ﬁ‘_‘.'w“ﬁf A - —‘—“T"‘"“'_" — —_- "‘
Change in' Estimated Fair Value of Derivative Liabilities $ = 8 (223.980) $ - $ (223, 980)
. e - < 4 —
SO - _ . J

Purchases:of Prop’enyf‘rdn'déEq:qiprhmt ] o ] ES 436973 § B 125000 8 561,973
L - ]
Total Assets TS TAESER S 69695 8 0285 § 1905, 167“l

14, Subsequent. events.

'On various:dates:subsequent to July 1, 2018, throiigh the date of this report, the/Company issued 832,000 shares of ¢omimion stock, aggregating.approximately

$1,248,000.

|
On October 9, 2018, thé Company repaid-the outstanding balance of approximately $240;000 of tonvertible notes payable-to the»Companys Chigirman, Nicholas
Yates, and related accrued interest of approximately$14,000, for.a total of approximately. SZS4 000,

On warious dates. subsequent to July' 1,.2018 :and throughi the date .of this repon the Company entered into, termination; agreements with franchisees.for refunds
‘aggregating :approximately $428;000.. The Company considered the’guidarice-in ASC 855, .Subsequem Evenis, and determined that.no‘accrual was, reqmred as' of'
June 30, 2018,

Because.it was determined the:assets of FHV LLC’dre carrently insufficient to satisfy FHY LLC’s obligations to creditors, as:of\ September 28, :2018,,FHV'LLC!has.
executed an' Asmgnment for. ttie; Befiefit of Creditors:under Catifornia law, wherebyall of the:asséts of FHV LLC have been-assigned to a thxrd party, fiduciary who
will expeditiously. liquidate such.assets:and distributé thé proceeds thereofito FHV LLC's:, credltors pursuant toithe,priorities established and permitted'by law:
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REPORT OF:INDEPENDENT REGISTERED PUBLIC-AGCOUNTING FIRM'
“To'the'Board of Diféctors.and Stockholders

Generation, Next Franchise Brands, Inc. )
(Formerly Fresh.Healthy Vending International, Inc:):

We:have. audited:the accompanying ‘consolidated- balance sheets' of Generation Next Franchise Brands, Inc. (Formerly- Fresh Healthy 'Vending Intefmidtional, Inc?)
(the “Company”)*as of Juné.30,.2017 and 2016, and the related consolidated statements:ofroperations, changes in stockholders’ deficit and cash flows for- each of
the years then -ended, These consolidated financial statements are the respinsibility- of thé Company’s' management. Qur responsibility is to- (Xpresscan opinion.
‘onthese cansolidated financial statements, based on.our audits.

We conducted Gur audits:in-accordance.with the standards ofithe Public Company Accoummg Oversight Board.(United States). Those standards, require that we
plan‘and.perform the audit fo:cbtainr ble:assurance’about whether the consdlidated. fiancial statements arefree of: material misstatement. The Company
has determined that:it.is:not requnred t have nor were we engaged.to perform;-an audit of its;intenal control.over fi nandial reporting. Oiir audits included
consideration of. mtemal control over-financidl- .reporting:as a basns for designing audit. procedures that.are appropnme in'the circumstances, but not for.the:
purpose;of expréssing:an opinion on the effectiveness;of the Company s-internal-control over financial reporting.. Accordmgly, We;expressino such opinion: An
audit:includes examining, on atest basis, evidence: suppomng the amounts and disclosufes-in the consolidated fi ial. stat 1its; An auditialso; incliides-
assessing the accounting pnnclples used and Significanit éstimates made by management, as well as evaluating. the overall. ﬁnancml staterent ‘presentations We
belicve that our andits-provideia reasonable basis for our opinion:

In oiir"opinion, the consolidated financial statements. referred to.above present fairly, in all'material fespects, thé consolidated-financial position of the Company
as of June,30, 2017 dnd 2016, and,the consolidated results ofsits operations, :its chnnges in.stockholders' deficit and its.cash flows, forieach of. the,years.then
ended, ifi coriformity. with accounting principles.generally-accepted-in;the United States;of America.

/s Antoni& Chia, LLP
Newport-Beach, California
September 29, 2017
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GENERATION. NEXT FRANCHISE: BRANDS, INC. AND SUBSIDIARIES
Consolidated Balasicé Sheets

As of June 30

2017 2016

Assets
Currentnsscts B o . _ - - - - — —— ——
sh o i e 3 175] 022 ,$‘ 409,706
Cashimescrow T B T U150 208767
Accolifils Teceivable, net o ) ‘ 11 741135

Deferred costs
[ InVentcries, net
Prepmd expenses and ot.her curfent assets

479,559

ol carrent assets e O 7 ,ﬁ_;“@%‘i_
L — U o
Property and equipmet: i T T

Equlpment pment T = - iﬂ_'*n‘k T - — "125;000 B
Computeryhardware and software - D i - T 148,693 = — ~ T145080

4065 7507255
2,440,000 -
22846 T T 228467

P S— 1
‘ﬁ‘_“_‘- T (36491 T T (1247033))
e T T T
Deposits T T T T T T T B Y
Hﬁl{?ﬁ?éts’h - Ty T T Y 0316 8T 4‘é502150’]
Liabilities and Stockholders’ Deficit

Current liabilities:

ounts-paya payab]e and atcrued labilities™ T T T Tt T TS 27Ty 8T LImoTs

25,042,850 X 062 982
2,692,618 %1 844176

I 1 1 7 26649'2'6

1,710,291 7 R 666

560,007 336,007
Do related party, et Of discou S£ SO 2017-aNIISI9T66TA 206 T T T T T ggo66 T 740330 )

Deferred fen B - — 19375 49T
T e ]
Total current liabilities o - - - " 733794052 1'3;792:582?

Notepayable-longiten 1333333 \

Commitmentiand’c _'(Notes 6 ar and 10) o ':7’ - T T T T T T T Ty T T T
]

Stnclih?)liié?s’"deﬁ" & T 7 - f ’ __' ) - "7‘”*—‘“}

‘au(honzed ;NO shar&s 1ssued and outstandmg - -

Common stock; $0.001 par value; 100 million shares
Fizé 826 646 outstandmg ar June 30 2017

T TOT226218) T (94232

Taotal liabilitiés and'stockholders’ deﬁclt T * T B $ TT17903H67 §T 4350115071
See.accompanying.notes 1o the consolidated:fi ial stai
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GENERATION NEXT FRANCHISE BRANDS, INC. AND':SUBSIDIARIES
Consolidated Statements .of Operations
For the years ended June 30,2017 and 2016

Revenues:

[ Vending machinesales,et " T " T 7 T T 7 T TS
_Franchisefees . __ . )
[” Compgany'owned.machines S »140 690 T
Agencysalestnety '4_33,3.,2§___7
Oth R T 394937 _3?‘6,246_ '
e . — e e o
Totalrevenues: R, 5,685,199 1
Costofrevenves — —~_ ~ T T T TTTTT T T 1060074 - T3 IEa

Grossmargin 1= O <

Operatingiexpenses;
Personnel
(Markefing "~ "~ " . o
Professional’ fees .

i T T
Rent R ) ) '

[ Deprecan o il S —

Stock compensation
{'Researchand Development
" Provision for Legal Settlemeni_

{_ Other _ -

431 3
~ 958317 ]
200,944
90,071 1
307,440

BALL sl

[Fotal operating expenses

(261898
(560,027)"

onofﬁanch:seedebttostock - - * 263,338)

" Derivativedigpiity " 7 7 T o T T 333980) 0 (48,620),

ffotalotheréxpenses — — T~ T U T T T T T Tsaas)y (112988
Loss Béfofe provision forinfomedaxes T T T T T L T UII64495) (51082

Provisionforincomea —— — — T T T ‘_;";:‘”' LT TAs0 T 4m00]

— U UV e

NetToss - T T T $11,269295) 8~ (50877115,

$T 7 (039)S (019

Toss per Shaie - basxcmd dlluled - 29,252,793 27,210290°
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GENERATION NEXT FRANCHISE BRANDS, INC; AND'SUBSIDIARIES
Consolidated Statements of Chénges:ih. Stockhiolders" Deficit
For the years ended June 30, 2017 and 2016
) Totnl
Coinmon’ " Common. Additional Accumulated  Stockholdérs'
Shares | Stock Paid-in Capital: Deficit Deficit
Bilffice-af Jme 30, 2015 - TTU6TRATET $T T sy § JO0RAZE ST (T6MA%T) § (5555682)
{ssuaficé of,co R | R &

) IR

106,433 |

AL i

‘ 81 193,750
J N x| Ry

Beneficial conversxon feature ot related pany note o B o o 7 300,000
Extércise of stock options; TR T el ‘ - B =
Nefloss L . ] | (5,087,711) 15,087211)
Balance 4t June 30, 2016 o 27.978,580. ' 27,977 3242189 (12,712,598) (5,442432))
Stockibased compensation’ o T M:;_, — 01878 T 401,878/}
Value of warrant issued i in connection, wnh noteés paynble o 174,000 174,000
-pays i Toa1080s T 212,131 ¢
2e9 oot L Yo il

56,925 ] . '57:000

ERercis of stockiop _ . I ey T - -

Issuance 'of common stock for cash - o 0 ) 2343215 2,347,900
E&W‘E‘@STPE@FQdV@ e - . 6000 ";,4,, ',69‘_)”__,.',w 294290_ _ o ,Mﬁzmm ;
Netloss i N 1 (11,269,295), ~ (11,269,295)
Baldnceiat June 30,2017 - o 34826646 S 4825 S 672850 § (23981893) § (17224218)

| See accompanying notes'to the consolidated finahcial statements,
\ )
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‘GENERATION NEXT FRANCHISE BRANDS, INC. AND SUBSIDIARIES:
Consolidated Staterieiits of Cash Flows
For the years ended June-30,,2017:4nd 2016

2017 2016

-Cash flows:-from opmﬂngEtLues_”_i* L o o e ) o o A
[ Netloss T T T1R89295) 8 (5087

Adjustments 10 reconcile net loss to net cash dows ’ '
used ifi operating; acuvmes

243416
o 300,224
L 223,980
™ Tssuance of con common ! stgc_lgm employee - - T
Stock-based compensation T 401,878
___LossTgain).on.sales and disposals of property.and eqiipment. ~ —~ ~ ~— "~ U5 688) T 29T
'Deferred rent ~ o o ’ o 7,878 0,05
Badidebt expense T o T - T 38063~ 59.555)
‘Changeés in:operating assets and hab es: T '*
Accounts receivable T _ S (17)"274"3'28) (403, 540)
Dcferredfcos\s - o o T T T T W¥—'_—T9_‘ 46 o 490,322
[ Inventories T T - T/ R A T
" Prepaid expensesand other; ’ T T D 174,051 (389 897)
r: Depan S _ - _ N s T T 8

Accounts payable and accrued 1iz liab i
{77 Customer advancesand deférrei revenues T ] o _ 169798 163482
“Proviston for franchisee, rescissions and re refunds ~ '848, 1 462 176

[~ Adcedpemomnelespenses T T T T 7T T TUUETMST 4593
Cash flows.used in operdting activities (339,848), (556,474)
e . - :
Cash flows from: mvestmg achw ) <':~7 T __QL e T - __‘___; -
erty e - '_ o (361,973}, ~  (82:486)
Cash flows 1 useg in. my: ) (561,973). (82,486)
e e [ A
Cash ﬂaw?ﬁﬁi'ﬁﬁaﬁﬁr“ h—: - - - ] T
. 1
7 - i ‘ ] - ‘ (494061) T
T T T o000 -
o . ) _ (322,500 -
R ommon stockforcash ~ " T~ T TR T = 1
Cash flows provnded by, ﬁnancmg acnvm&s 2,035,870 839,096
T e [
Change th cashwnd resticted cash T T T T T T T T 34048 300,136
= ehns - . _— PR ET D
e~ — e RN, e . —
Cashrand restricted-cash, begin - e e ——— 618,473 418,337
o _ R
Cash and restricteéd.cash, end of year ) $ 1752522, § 618473
r e e ~
e ]
Sipplemenial disclosure of ash flow-nformation: . e T
[CCashipaigfor. " - . S
Interest-expense . $. 66867 % 128,319
_ meometees ,_*T s agws T 0]

Supplemental disclosure - ofinon-cash investing.

a c_lﬂgncmg activities> T L
Trans fpoTate machines from. fixed asséts o mventoxy R T 1 v
Conversnon rof débt. o common: sto&:k—— - T o T T $ 212,131 s -
Exerclse of cashiess warrant T “v_f—/ M T 4:—__ T s < ¥ 106433 |
Note payable issued or; purchase of int glble assets. $ 2000000 § B
lssuance‘(;f commonistock im:connection with.bridgerloan oo e 7 57000 8 -
lssuance of common:stock-in | Eof‘ §;n 5¢ ¢ liability Pﬂ&ﬁl_eh;; T T T s [ 193,750
Debt Biscounts T - TS 00 s, 560027 |
Value of stock” issued in cofinection-with notes payable ) B T T '3 174000 §. -
Stock subscriptions:receivable: T T $ 300,000 Ms -
Exercise of cashless_s;;c]&;g@#—*-ﬁ . 12 § 61
See’accompanying notes to the consolidited finarcial st
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GENERATION NEXT FRANCHISE BRANDS, INC. AND. SUBSID]ARIES
(FORMERLY KNOWN AS FRESH | HEALTHY VENDING INTERNATIONAL, INC.)
Notes to'Consolidatéd Financial!Statements

|  1.Organization'and description of business

Generation' NEXT" Franchise:Brands, Inc: (formerly known as:Fresh.Healthy Veriding, Iiternational, Inc. and.referred to herein® ‘collectively -With its subsidiaries as
“we", the: "Company®, “ouf Company", or "GNext"y operates through its« *wholly-qwned . subs:dlanes, Fresh, Healthy Vending LLC ("FHV LLC"), The Fresh and
‘Healthy. Vending‘Corporation, FHV Acquisition Corp. ("FHV Acquisition") and our newly formed subsidiaries, Reis & Irvy’s, Ing. (“R&l") 19 Degrées, Inc..and
Géneration. Next Vending :Robots, Inc. as a franchisor, direct seller and owner and, opérator of ' frozen Yyogurt Robots; heahhy drink and snack -vending machines
-and micro markets that feature. cashless payment devxces and, remote monitofing software.. The. Company uses: in‘touse location specnahsls that are .responsible
‘for- Securing locations for its franchisees; addmonally, the Company has*negotiated, discotints with. a national product distribution- chain: The Companyalso
operates. .its own frozen yogurt equipment. Effectivé May'2016, the: Company discontinued new: franchise sales of its healthy ‘drifik and snack vending machines
and micro matkets. We will.no loniger:market our, vending,machines and micro markets.to new frarichiseés. We:will however, continue to serviceiand support our
current:FHV LLC franchisees: i

During-fiscal 2017, we obtained the exclusive: rightsiin the USA (excliding Puerto; Rico)jand Canada-for a.new. frozen yogurt «vending machinecrobot, branded, Reis
& Trvy’s; As of.June.30, 2017, we have received approval to sell franchises in asnumber: of U:S::states and Canada and haverbooked a.nét 731 wnits aggregating
‘approximately $25 million' in~deferred. revenues:, As of June 30, 2017, and through the date of this report, the:Company has: not:yet- delivered any- frozen yogurt
vending machines: The Company. is in the process of redeveloping the next generation frozen yogurt robot- and tas spent. $1.6- million in-research and:
developmem expenses:through: June 30,:2017; The Company will contifué to inciir additional research,and: development expenses.

Ofi December 29, 2016, the. Company entered into an' Asset Purchase Agreément (th'e “Agreement”) with Robofusion, Inc.. (“RFI”), whereby”the:Company
acquired the mtellectual .property ‘assets of RFI, a developer:of roboticskiosk. vendmgJ technology, primarily‘frozen yogurt vending|kiosks/cubes, using RFI's

trademarked namé of Reis & / Trvy's (the “Acquisition”).. Pursuant"to'the Agreement, the Compariy providéd RF1, and .its designees, a cash payment, of $440, 000;

The Company- also:issued toiRFI a three-yea: $2 million note;and a. ﬁve-year common stock"purchase: warrant for'1,520,000 shares with:a strike price;of.$0.50:per’
sharé. Furtliermore, certain RFI Officers, Directors -and Sharehélders will be subject to a fiveyear, nion-compete agreement: Also; theyAgreement provides: for'
indemnification andiset off of up'to $1;miillion, undér. certain cir¢umstances.,

2. Summary of significant'accounfing policies
Basis of Accounting

The, accompanying ‘consolidated financial statements have been prepared in actordance with accounting principles generally:accepted, in:the . U.S.. (YGAAP") and
‘the rules and regulations.of the Securities: and Exchange Commission’ (8 'SEC”). |

Liquidity and capital résources

For the:year ended June 30,.2017. the Company had. a-net lossof: Sll 269,295, We had negative cash;flows;from .cperations:totaling $339,848. Our cash balance:at
June 30, 2017 was:$1,751,022. Since the date*of the' closmg,of the /Acquisition, our:drders and!installations of machines:were less than, anumpated and the
resulting’ cash flows fmm franchisee. sales was not sufficient to cover expenditures -associated -with our ongomg operations. Also, we have used cash. on: hand to
rétire liabilities associated with the franchiisee rescigsions,in’ Califomia (see Legal aboye) and: other-ffanchisee refunds. To'provide adequate liquiidity for our
continuing, operauons -we 1iéed 'to-obtain -additional capital in!the form of either debt or equity (or a combifiation- -théreof) financing. Althoughsmanagement
believes-that if will be able to.obtain such financing on;terms:accéptable.to.thé Company; no assurance can be:given that'we will'be successfil' in doing so.

‘Our-current plans include capifal expenditures: for thie purchase of corporate-owned and operated frozen yogurt.robots and the repurchiase of machires.from franchisees

opting: to rescind their francliise: ‘agreements..Given our- current cash position, we may be forced to curtail- our plans by delayirig or. suspending the:purchase of Robots
“for. our corporate.operations:
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Principles of consolidation

i
The consolidated ‘financial ‘statements include ‘the -accounts .of the Company, -and its* wholly-owned subsidiaries, FHV LLC, The Fresh: and' Healthy Vending-
‘Corporation, FHV ‘Acquisition, Corp: and its'newly*formed subsidiaries, Reis & Irvy’s, Inc., 19" Degrees Inc.-and Generation Next Vending.Robots.. All ignificant
mtercompany accounts:and transactions-are eliminated:. |

Concentration.of éredit risk

‘The Company 15 subject tocredit rigk through-its accounts receivable: ‘consisting pnmanlymf dmiounits due-from franchisees for-machine purchases, franchise fees;
royalty ‘income, and" othér products. The financial-coridition of thesé franchisess 1s«largely dependent:upon the underlying business trénds of our brands and market
conditions within thervending industry. This concentration of credit'risk is mitigated, in part, by, the;large' number of francliisees of:each: brand and the short-term
‘nature-of the receivables:

_ |
Use of estimates '
The preparation of our: Company's financial Statements fequires’ olir managenient ‘to. make. estimates-and assumptions that affect the. reponed amourits of assets
and liabilities #ind disclosure .of contingent assets.and liabilities:at'the date:ofiour financial Stateménts.and the: reported amounts of»revenues costs and. expenses
during the. reporting period.. Actual’ results coiild differ - sxgmﬁcantly ffom. tliose. estimates. .Significant egtimates ‘include our provisions: for bad debts, franchisee.

tescissionis;and refunds, legal estimates, wolatility in the Black Scholes;model, valuation model, of derivative liability, stock compensation and !he ‘valuation
ellowance on deférred income'tax asséts. 1t isat lesst reasonably-possible-thatia change.in the estimates.will occur in the near term.

Revenue recognition
Our primary revenue generating transactions;come’from the sdle of franchises:and vmdmgwmachmes and: micro markets'toithe franchisees: Theré are:no- franchise

fees charged beyond:the initial. first year-franchise fees. We receiverongoing:royalty feés and ‘annual adverusmgsfees as a percentage:of either -franchisees” gross
revenues or.gross margins on' vending machine* sales.

We recognize revenues and associated costs'in connection with franchisees (machines and:francliiseifeés)‘at the.time:that we have substantially performed: or;satisfied
all'materialiservices or conditions felating:to the franchise agreement. We consider substantial performance 16 have ‘occurréd  when:, 1) no.remaining obligations are
uafiilfilled.under the franchise-agreement; 2) there is nolintent to refund any cash received ér to:forgivé any unpaid-amounts due-from franchisees;

3) all of the initial services spelled out in-the frinchise agreement have been performed; and*4); we haye:met all othér material conditions-or:obligations..Revenues
and ‘éxpenses from product sales to franchisees are roughly equlvalent and are accounted for: ofi;a net:basis in-the accompanying: consolidated statements of
operations as agency sales, net. During fiscal 2015, the Company «changed theiprocess by which franchisees ordér products: Currently, all franchisees order
directly from our- national distributor. and the: Company, recéives, a: commission 6f’ S% on those purchases. We. -recognize ‘the:commijssion” when earned. The:
Company, recognizes. revenue.on ‘product. salés of-company-owned-machines when products -are purchased:, we receive electronic: sales: récords on our. company--
owned.units: We:tecognize royalty fees as revenue:when camned. :Advertising feésare recorded;as:a liability until: smarketing, expenditures;are incurred.

Thé:Conipany retords the amount of a- franchise sale, machinesiand franchise fees, as. deferred revenue.until the.conditions:abave have beensmet. Once the 1 machiines,
are-installed, the: Company records the; corresponding machine and franchise fec: as:revenue, on a.pro rata basis based on’the numbeér of machines'installed relativeito
thie total machiries purchased. |

The'Company- records’the value, of company-owned: machines as: inventory>when-purchased. Once the:machines are installed, the machine-valug-is transferred to
fixed assets'and depreciated over itsuseful life. As of Junei30, 2017, we hiad three. company-owned frozen yogurt vending: robotslm operatlon

It is not our policy to‘allow for retumns, discounts or warrantiés*t6 our frarichisees. Undér certain circumstances;. incjuding;as thesresult of | regulatory acuon our-
Company mny become obhgated to oﬂ'er our ﬁ'anchlsees amounls in rescnssuon to reacqmre thelr exxstmg franchises, mcludmg machmes Addmonally, if” our'

or.commitments’ to pay Asiof .lune 30, 2017 and 2016 the Company’s provision for t‘nmchjsee mcnssmns and refunds totaied $2; 692 618 and

$1,844,176, respecuvely There are warranties.extended by the maghine Manufacturer and its-distributors, but required repairs-to the: machines are the. responsnbxhty of’
the ﬁ'anchlsees “To;the extent the machines remain:under, warranty, our franchiseestransact d:rectly with the manufacturer-or its'distributor:
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Vending franchise.contracts
We invoice franchisees in. fulliat the.time that we enter into cantractial amangerherits withithem. Payment terms vary’ “but usually-a sxgmﬁcam portion of the contract's
cash cotisideration (typically 40% of améunits due for vending machines;plus, 100% of the'iniitial franchise fees)'is dué &t the time of signing, while remaining amounts
outlined under the.contract are generally due upon our: I6cating 50% of the sites-for the vending machines and micro'markets,
A typicalten unit franchiise.contract-wouldlinclude the following:.
Franclhise fee per machine: $1,250
Cost per machine: $10,000
Total franchise-cost=$112;500 (51,250, X i0 + $10,000 X'10)
Iritial payment upon signing contract: $52,500 (100%.of franchise fees of $12,500 + 40% of machine cost/of $100;000)

Upon the signing of the contrac; the: Company records:the initial  paymerit.of $52,500 to: cash with the remaining contract’ value'of $60,000 to-accounts receivable:
and records, the total contract-value of $112,500 to.deferred’ revenue:

Frozen'yogurt franchise contracts

We invoice (franchiseés in fiill at thetime that we:enter into contractual -arrangements- with;, them. Payment termsvary but- usually a slgmﬂcant portion of the
Contract's; cash’ consideration (typically 40% -:50%:of arholints due for vending machines plus 50%:- 100% of the initia} franchise fees) is due.at.the time: of
signing, while;remaining antounts butlinied under the:contract are.generally-due.on 2 pro rata:basis; upon our;locating the:sites for the frozen yogurt robots,

A typical three unit:francliisé contractwould:include the following; ]
Franchise fee per machine: $5,000

Location:fee.per machine: $2:500

Cost-per machine; '$42,500

"Total franchise cost::$150,000 ($5:000 X3 +:$2;500'X 3 +42,500 X 3)

Initial payment upon:signing:contract: $69,000:(100% of franchisé fees of $15,000+ 40% oﬂlqcati_on fees'of $7;500 +40% of machine cost of.$127;500)
‘Upon:the signing of the contract, the:‘Company records the iriitial payment of $69,000:t0 cash, with the remaihing contract valué.of $81; ;000 to-accounts receivable

‘and;records the total.contiact value,of $150,0000 deferred revenue:
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Amounts invoiced to. francliisées -for which we have.not met the criteria for revenue,recognition as discussed -above, are deférred until such conditions.are met.
Therefore, these amounts are accounted fories accounts receivable, deferred costs, and customer advances-and deferred revenues, respectively in the. -accompanying
consohdated)ﬁnancml statements. As of:June 30,:2017, the-Company had .accounts receivable, deferred: costs and customer advances*and deferred.reveniues: totalmg

$12,947,611, $196,317 and $25,042,850, respecuvely As of Juné 30,2016 ;the Company had.accounts receivabie, defefred costs.and customer advancesiand deferred
revenues totallng $3.411,346, $394,563:and'$8,062{982, respectively.

Deferred revenue consisted of thie following as of June 30,20 j7'a_nd‘»2016.

‘As of June 30
2017 2016

3559 5 4
36,750

N

~ 23097780 24275
T R6750 7,000

T 825042850 § 8062583

! Cashi:and cashlequivalents: .

We_consider -all 'investiients with -an original maturity, of three monthis or:less t6.be cash eqmvalems When present, cash .equivalénts primarily represent .funds'
‘invested in.money market funds, bank.ceitificates. of deposit ‘and U.S. government' debt securities’ whose:&ost equals fair market:value. We:had no.cash
equivalents at Juné 30, 2017 and'2016. We:may. maintain:our cash- and cash; equlvalenls jit-amounts that'may;at times, exceed fedemlly insured limits..At:June 30;
2017, bankibalances, per our bank, exeeeding fedemlly insured:limitsfotaled '$1,501;328. We;have:not experienced-any. losses-with respect to cash, and we believe
our Compnny isnot-exposed to any significant credit nsk with’respect to-our cash.

Certain states require;the Company to-maintain customer deposits in escrow’\accounts 'until the Compdny has substantially performed iits obligations. Furthiermore,
certain franchisees have.elected to-pay their remainifig,balance.due directly to an escrow account for the;! beneﬁcnary ‘of.the Comipariy’s.contract manufacturer.- At June
30,2017:and 2016, the Companyihad:$1,500 and $208,767, respectively maintainéd in"éscrow accouiits. for.these purposes..

Accountfs receivable; net

Accounts recejvabletarise primarily from invoices: for-customer deposits, and’product ordérsrand are carried at their. estimated. collectible amounts, net: of any
estimated allowaiices for: doubtful. accounts; We grant unsecured éredit o our:customers: (located' throughout North America, the Bahamas and Puerto Rico).
deemed ‘credit :worthy. Ongoing credit evaluations are performed ‘and potential credit l6sses: éstimated by management are charged ‘to operations: 6n.a.régular:
“basis. At thie time any particular account receivable is; deeméd uncolleétible, the balance. is charged to the allowance for doubtful accounts. Our allowance for
doubiful accounts.aggregated'$198,710 and $160,647 at June 30,.2017 and'2016; respectively.
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Inventoriés-and deferred costs

Inventories:Consist:of veénding machines and micro markets held for sale, and.vendmg maching parts held for resale; and'is-valued at the:lower.of cost or market,
with:cost'determined using the.average cost miethiod.

Property and equipment

Property. and equipment consists' priniarily. of patents and trademarks and computer and: ofﬁce‘eqmpmem and software used -in*our.operations. Propeny and
equipment’is carried .at cost.and depreciated using'the straight-line:method ‘over their- edtimated, usefullives+of theindividua! assets (generally*fiveto:seven years
and;the remmmng useful lives: of.intanigiblés). Leasehold improvements:are amortized over the: {esser of the:térm of the. related’ lease or‘the estimdted-usefiil. lifetof
the asset. Costs incurred for maintenance and Tepairs are expensed és inctrred .and expenditures. for'major replacemients ‘aid improvements are capitalized and
deprecnated over their estimated remammg useful lives. Depreciation and amortizaion expense; for theé- -years endéd June;30, 2017 and. 2016 totaled $243,416;and
$90,071, regpectively. |

Impairment.of long-lived assets

We record impairment losses on long:lived assets: used in-operations when: indicaters of impairment are present and the undiscounted cash flows-estimated'torbe
generated by’ those. assets are lesssthan the rassets’ carrying dmmount. If such.assets are.considered to'be unpau'ed, the, |mpamnent to be recognized. is measured by,
the;amount by which the carrying,amounts of the.assets-exceed the estimated i value of the-assets. There-were no xmpalrmemsuof Jlong-lived assets for the
‘years ended June30,.2017°and 2016, respecuvely

License fee |

“The.Company, lmnally recorded-$395.000 related to thie exclusivedicense fee and purchase offrozen yogurt robots:from Robofusion, Inc. as a prepaid expense, In
‘connection with'thie: dcgiiisition.of the:Robofusion-intellectual property in December 2016, the'Company charged this'amount to:operations (sé€ Néte 10).

Intangible assets'

We evaluaté thie remaining asefiil' life: of our intangible assets‘to detefmine whether curfént events and circumstances continuerto support their: rémaining. useful
life. In»addltlon,rall ofour intangible dssets are tested for impairment annually: We. first: assess. qualitative factors to determiine whether it is:more likely: than not
that an mumgble asset is impaired. Tn:the -event we were'to determine ‘that the carrying value 6f.an intangible asset would ‘mare likely than uot exceedsits fdir
value, quantitative testing would be; performed which gonsists of a.comparison:of the fair value of each intangible assét with itss séamying value, with any excessiof’
carrying valiié.over fair value,beingrécognized ds.an. impairment loss.

Intangible:assets consist. pnmanly of patents, trademarks and trade names. Amortization-of mu:.ng1ble ‘dssets’is recordedas amortization expense;in the consolidated.
Statements of operations and amortized over the respective useful lives usirig.the straight:line- method.

Mnnagement makes adjustments to'the carrying amount of. such intangible assets; acquxred if they are deemed to be impaired;using the methodology:for long:
lived assets,,or when'such assets are; “reduced.or. terminated.

Déferred rent

We entered ‘into an operating lease. for our’.corparate. offices in San. Diego, California- that -contains: ‘provisions. for fuiture rent- increases, leasehold improvement
allowances and rent,abatements.. We record monthily rent expense.equal to the-total of.the payments due over the.leaseterm; divided by the niimber of months of.
the_lease ferm: The:difference between theirent.expense recorded and the;amount-paid is.credited or chariged to: deferred rent, which:is reflected: as a separate line-
item .in! theraécompaiyirig consolidated balance:sheet, Effective, August 1, 2015, the.Cotbpany entered into'a:new seven year lease agréement for: its-corporate’
ioperations-and-warehouse facilities (see Note" 9).
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Marluti_ngaand}adverﬁsfingl‘

‘We expense marketing:and .advertising costs as’incurred. ‘We:have: no existing arrangements ‘under which we providé or recéive marketing and\adveﬂ'lsmg
‘'services from others for any-consideration-other than ‘cash., Marketing.and. advertising’ expense totaled. $2,289,465 and $1 111,402 for'the years:ended June 30, 2017
and-2016; respectively.

Freight costs and fees

Quibound freight charged to cilstomers is recordedas revenué. The related’outbound freight costs are considered period costsan’dl‘éharg'ed‘:to‘céstrof‘frevenues.‘
Income taxés

The Company providés for iricoriie taxes utilizing-the liability method. Under-the liabilify method;-curfent income tax expense of benefit:is the amount.of income.
taxés expeécted to be:payable or refundable«for the:current year, A deferred iricomejtax asset or liability-is;computed:for the expected  fiture: impact’of, differences
between the financial reporting arid'tax bases :of assets arid liabilities and for. the-expected+fitture tax benefit to be derived from tax credits. Tax.rate changes are.
reflected:in thie computation:of-the income. tax provision diring the; period‘suci changes:ire eriacted.

Deférred tax-assets afe.reduced by.a valuation allowance’ when; 'in management'’s opmlorll it i more likely’than'not ‘that some*portion. .or alliof the:deferred tax’
assets will not be:realized. The; Company considérs the scheduled reversal. of deferred: itax libilities, projected' future:taxable inconie;. anditax planning stra[eg!es*m
making this:asséssment.. The: Company’s ‘valuation allowance;is based on available evidence, incliiditig-its current, .year operating loss; evaluation of posmve and
negative evidence with respect to certain specnﬁc deferreditax assets -including, evaluation .sources of* future. taxdble:income to suppdrt the realization of the:
deferréd tax assets: The:Company has established a full. valuation allowance on thé.deferred tax assets ‘asiof June 30, 2017 and 2016; ~and, therefore has not
recognized any:income tax benefit or. expense:(ther than.the state minimum income tax): foT the periods presented.

ASC 740;,Income: Taxes (“ASC 740™), clarifies the accountmg for' uncertainty ‘in:income taxwrecogmzed in the financial 'statements..ASC 740 providés:that a tax
benefit from uncertain:tax posmons smay: be recogmzed when it is more:likely:than not that the position' willbe sustained:upon exammanon including:resolutions"
of any related appedls or hr p , based on, the. technital merits of the. position. -Income tax posmons must meet'a: more-hkely—than-no\ recoghition

‘threshold to, be.recognized. ASC 740-als6° provnd&s guidance on measurement, . derecogmnon classification, ‘interest and. penalties, accounting: in interim periods,

dis¢losure.and itransition..

The: Company recognizes-interest :and/or penalties related to ‘incomie tax matters, in income tax‘expense ‘There is no accrual for interest or penahms for income

‘taxes on the balance-sheets as.of.Juné 30, 2017°and 2016, and.thé‘Company has not recognized interest :and/or’ penames in the consolidated statements of

operations:for'the years ended June 30,:2017'and- 2016,

‘Valuation of options:and warrants to purchase common sfock and sharé grants:

‘We séparately valué warrants: to purchase common stock when issyed in connéction. wnh notes payable using the Black. Scholes quantitative-valuation method.

The' value:of such warrants is‘recorded as a discount_from the)rélated notes' payable and credited-to additional paid-in capltal at the timé of the. issuance of the
related notes payable. The valuesof the discount is applied to’the/note ‘payable and amortized ovef: the expected term of theinote: payable using the, interest
method:with the'rélated accretion chiarged to operauons
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"We account- for our share-based compensation as required by the Financial Accounting Stiridards Board (“FASB”), under authoritative guidance ASC. 718 on
stock ;compensation; using the Blick Scholes quantitative: valuation method. The multmg compensation €Xpensé is recognized in-the financial statements on a
straight-line basis over the vesting period‘from the date'of grant.

Share grants-dre measured-using a fair value method with the. resulting compensation Tost récognized:in the financial statements; Compensation expense is fécognized
'on a;straight- -line beisis'over the service period for the stockiawards:

Fair value of financial instruments

“The: Company follows gundnnce for: accounting for fair-value measurements: of financial assets.and financial, liabilities aid for fair value: measurements of
nonfinancial dtems- that are recognized or disclosed}at-fiir; value. in' the financial Staterherits on @ recurring, basis. Additonally, the;Compaiy adopted guidanice for
‘fair value measuremerit related 'to, nonfinancial items that are recognized and- disclosed. at-fair value in'the financial statéments: on: a:nonrecurring basis. The
guidance establishes-a-fair value hierarchy that prioritizes ‘the iriputs'to-valuation :techniqués-used to e fair value: Thehierarchy gives ‘the highest priority
to unadjusted quoted prices in.active markets for. identical assets or liabilities (Level 1 meastreménts) and the lowest priority to ‘measurements mvolvmg
significant unobservable inputs (Level 3 measurements). The theee: levels'of the fair valie hierarchy are as follows:,

Level 1 ifpuits dre: quoted prices (unadjusted) in active markets: for'identical assets or liabilities- thatithie Company has-the ability to accesssat the messurement
date.

Level 2 inpuls:are inputs other than quoted pricesiincluded within:Level'| that.are observable for.the asset or liability, either directly or indirectly..
Level 3 inputs:are unobservable inputs for the asset ‘or liability. !

The. Company- monitors' the-market: conditions; and évaluates:the fair-valuehiérarchy. levels at least quarterly. For any:trangférs in dnd.oit. of the devels of the: fair
value hierarchy; the Company elects o disclose the:fair-value:measurement at'the. ‘beginningof the reporting period during: which ihe transfer. occurred.

The Cdmpariy’s financial ifstruments consisted of cash, cash in escrow; accounts receivable, accounts payable and accrued: lisbililies, provision' for” franchise
rescissions and refunds, accrued personnel expenses, due:to’ felated” party ‘and' notes' payable The estimated. Tair- valueof these.finanéial instniments. npproxlmme
the carrying ‘@mount due:tothe:short maturity of these+instruments. The recognition of the derivative valués 6f coiivertible debt are.based on the weighted-
average Black-Scholes option pricing,model.

Derivatives and Hedging, 1

In April 2008; the FASBissued a pronouncement that provides guidance on determining:what-types- of ‘instruments or- embedded features in an inistrument held
by a: reponmg entity can be considered ;indexed to its owistock.for. the:purpose of evaluating’ the: first cfiteris of the scopéiekeeption in the pronouncement 'on
oF derivatives. This pronouncement was effective: for financial stateriients issued for fiscal years beginning-after December 15; 2008: Thé -adoption of
ements ‘can afféct the accounting. “for many éonvertible instruments. with;provisions that protect holders: from a decling in.the stock- price: ‘Each
,reportmg period, the Company evaluates whether convertible debt 1o acquire’stock jof thetCompany contains provisions that protect holders from declines in the
stock price or otherwise could fesult in modification of: the- conversion price under the; respecnve sconyertible:debt agreéments: ‘The:Company’ determined that' the
conversiof:féature-in the convertible notes-issued contained such:provisions;arid-recorded, siich instruments:as-derivative. liabilities (see Note 2)

“The:fair value 6f dérivative instruments:is recorded and shown-separately:uinder ciirrent iabilities, Changes in.fair value are'recorded in the consolidated stateménts of
‘operations,under other income (expenses):
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Thedecounting treatment . of derivative- financial instruments requires that’the« Company record the.embedded. conversion. option and warrdnts. it ‘their-fair values
as of the inception date-of,the agreément and at fair* value as of each subsequent’ bal:mce sheet date. Any change in fair value is recorded as a non-operating,
sion-cash income:or expense for, each.reporting period-at each balance sheetidate. If the classification. changes. as.airesilt of ‘events;diirifg the'period, tie:contract
ds reclassified-as/of the date of the évent that causédithe reclassification. |

The:Company-evaluates all of it5.financial instruménts to determi ¢ if'such instruments are. derivativés:or contain’ features that qualify*as embedded derivatives.
"For. derivative: financial instruments that ‘are accounted: for +as, liabilities, the defivative: inStruments are initially tecorded .at, ‘its fair ‘valiie;and is then re-valued-at
‘each:reportingydaté, with chianges in the' fair value reported in the consolidated statements of opemtlons For stock-based derivative financial instruments, .the
‘Company- uses the:Black-Sholes' option: pricing; model to value the derivative instruments at inception and on subsequent-valuation. datés: The classification of
-derivative instruinents, mcludmg'whether Such instruments, should be recorded-as liabilities 'or as equity, isievaluated at the. end of-each reporting périod.
Derivativé instrument liabilities are classified in the, balance)sheet as current of nhon-current based on whether-or not net-cash scttiemént of the derivative
‘instrument could be required .within,twelve monthis of the balance sheet date,

Net'loss per share,

Our Company calculates basic earnings.per share (° "EPS”).by"dividing:our-net loss bythe weighted‘average number of ‘common shiarés outstanding for-the pefiod,
without considering:common.stock equivalents. Diluted EPS is computed: by dividing net’income:or riet.lossand comprehensive net loss, apphcable to common
shareholdemby the. ighted-average numbef of' on shares outstandinig for theiperiod and dxemweighted“nvemge nambér-of dilutive-&é6mmon stock- -equivalents,
such as options-and warraiits. Options and warrants-are. only‘mcluded in: the calculation;of diluted EPS -when their efféct.is. dilutive. _Total anti- difufiveé;stock,ptions
and warrants excluded from eamnings per share totaled 7,640,000 and 4,514,448.at June 30, 2017 and'2016; respectively

Litigation and-franchise agreements

From time to time, we may’become involved in litigation and other legal actions, including, dlsagreements with franchisees that may result-in the.termination .of
Company granted franchises. We estimate, the wrange.of liability related .to°any pending lmgauon or- franchise agreement rescissions where the amount and renge,
ofiloss can be. estimated. We record: our best ‘estimate 6f.d loss+when the.loss is considered probable Where a liability is'probable and there is'a range ofs
estimated loss with;noi best estimate in the range, we record -a.charge equal to at least the minimum. estimated, llabllny for a loss-contingency whentboth of the:
following conditions are:met: (i) information availabie: ‘prior td-issuance. ofithe financial:statements. indic that jt is: probab]e that an-asset-had been impaired.or.a
liability had beentincurred dt the date ofithe financial statements and (ii)’the-range of loss can bé reasonably estimated.. Estimated legal .costs expected.t5 be,
incuried to.resolve legal matters are:recorded to the:consolidated balance shéet and statements:of: aperations:

‘Additionally, our Company, is subject to certain state reviews of .our Franchlse:Dlsclosure Documents. -Such:state.reviews could lead to-our' Company* being; fined
or prohibited from entenngunto franchising agreements with the.reviewing state:

Recent accounting standards

In January 2017; the: Finaricial Accounting Standards Board (the “FASB”) issued new guidance for goodwill lmpmrmem which requires:only -a'single-step
Quantitative test to identify and measure-impairment and record an lmpmnnent*charge based on the:excess of a reporting unit’s- carfying;amount.over its fair value:
The: option' to perform -a qualitativé: assessmént; first: for a reporting unit to determine-if:a’ ‘quantitati vésimpairment test-is necessary does not.change under:the new
.guidancé. This guidance ‘is;effective: for the Company begitining.in fiscal year 2020 with: a:ly adoption ‘permitted. The: Company expects 0, adopt this guidance:in
Afiscal.year 2017 The adoption. of this: guidaice will'have.no-impact on the'Company’s.consolidated fihancial statements,
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In; Noyeniber 2016, the FASB:issiéd:new guidance addressing diversity inrpractice that exists in thé classification and presentation-of changes'in restricted. cash
‘in:the statements of:cash flows. This' guidance is-effective for:the Company. beginning:in -fiscal year 2018 with-early-adoption, permmed The Coinpany expects fo
-adopt this guidancé retrospectivély beginningzin fiscal year 2017. {Upontadoption, restricted: cash’ will be combiried with cash and cash equivalents when
reconcllmg the beginning and end of ‘period balances in;the consolidated statements of ‘cash flows, -and the current’ presentation of:changes in restricted cash
within opetatinig and fifiancing-activities: will be. eliminated. The adoption of this guidancé will have no impact on the Company’s .consolidated financial
statements.

In»March 2016, the Financial Accounting:Standards. Board (the “FASB")+issuéd' igw, guidance for employee share-based ‘compensation’ which simplifiés :several
aspects of : acco\mhng for share-baséd payment transactions, including excess tax benefits, forféiture estiates, statutory tax» withholding requirements, and
classification in the statements of cash flows. This gundance iseffective for-the Company»m fiscal year”, '2017.. Under ‘the néw puidance any. future excess tax-
benefits or deficiencies.are recorded 10, the-provision: for income taxes-in the: wconsolidated statements:of operations, instead of! additional paid-in' capital in the
consolidatedibalance sheets. During:fiscal' years: ended' 2017 and 2016, fio excess tax. benefifs were recorded to additional”paid-in capltal that would have been.
recorded as:a reduction.to the provision:foriincome taxes.

In February 2016, the FASB issued néw guidance: for lease accountmg, which- replaces; ex:stmg Tease accounting ‘guidanice: The néw. guidance aims to. increase
transparency and comparabllny among; organizations by requmng tessees to récogniZe léase assets and lease hnbxllnes on-the! bdlance 'sheét and fequiring.
disclosure of key inforation abiout leasing arrangements. This. gnidance is eﬂ'ecuve for‘the-Company in fiscal year 2019-with, €arly -adoption- -permitted, and
modified reétrospective;application is.required: The Company expects to ‘adopt 'this hew jguidance in fiscal -year ‘2019 and-is currently- evaluating the; impact- the-
adoption of this:new. guidance will have on the Company’s consolidated financial statements: and related ‘disclosures. ‘Thie Company expects-that subsmnually all
ofits operating leasecommitments (see mote 9) will be subject:to; the néw guidance and, will.be recognized as: operating: lease liabilities and right-of-usesassets:
upon-adoption:

In May 2014; the FASB issued new guidance for revenie fecognition related:to comracts with customers, except for'contracts. within the scope of other
standards, ‘Wwhichusupersedes nearly all existing revenue. recognition .guidance: Tlie new guxdﬂ.nc :provides a single framework in which revenue; is requifed o be.
-recognized: to depnct the transfer of goods or'sevices to ¢ustomers:in:amounts that: reﬂect the-consideration to- ‘which a company’ expects 10 be- entitled in
exchange:for those goods, or services. The:new guidance is. effective for. the Company-i in fiscal year 2018-with early adoption’ permitted. in” fiscal yedr 2017. The:
Company. expects to adopt this néw guidance in fiscal Year-2018 using the. full ren'ospecuve transition method, which will result in. srestating each prior reporiing
'period presented in the: year:of adoption. The :Company expects; thie doption of the new guidance to change:the timing of recognition of initial franchise fees.

1Currently, these fees are recognized when a machiiie is instdlled or when.a renewal agreement becomes effectivé: Thenew:, guidance will' generally require these
fees to be rfecognized .over the term of the related- franchise’ license for-thé respective.machines, which weexpect- -will result in.a, ma!ena] impact to revende
‘recognized for franchise fees and rengwal: fees. The Company. does'not expect:this new- guidance to'materially impact thé fécognition of royalty-income, or sales of
frozen yogurt aiid other'prodicts. The:Company is'continuing. to:evaluate the’ lmpnct thie adoption. of this. new guidance will have on these and ‘other reveniie
transactions:

‘Subséquent evenis

Subsequent events have.been evaluatediup through the date that these consolidated financial statements.were filed.
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Franchis¢ information

Our franchise agreements. generally require an” initial non-réfundeble ifee per machine of $1,000 to $5,000. New. franchigeés..dre- generally requited to.purchase:a
minimum of ten vendmg machines’ or micro markets or three frozen yogurt. robots: lmual fianéhise feés: are;primarily intended to compensate our .Company- for
granting the right to.use.our-Company’s trademark dnd tradenames and patents and o offset the costs of filding, locations -for vending machines, developing
training programs and the operating manual’. The/term .of the initial franchlsetngreemem is genérally fiveito ten years. Optionsto renew thé franchise for .one or
five year terms ase available for an additional! fee. |

Franchise' agreements generally alsofprovnde for commumg royalty fees that are. based ‘on monthly :gross:revenues: of each iachine. The: royalty ifee (gencrally,

6% - 12% of. gross révenues) comp és ourCompany for various advisory: servnces*and ceftain miérchant fees that wesprovide t6 the. franchisée on an on-
.going basis:

We fecorded.nel agency- revenues: for the;sales of food and. beverag&s in the:accompanying-statements of operations of $88, ,826:and $93,933 for-the years ended
June 30,2017 and: 2016, respectively.

United States; franchise, statistics;for.the yéars.ended June 30, 2017 and 2016 are as follows:;

- A3

FHV ﬁ'anch:sm ih apemuon‘as ‘of June:30, 2015 -

——— e e e
|

New fmnchlses‘ granted

Franchises-cancelled o )
FHV franchlses in aperation as of June 30, 2017 - T T 2287
Reis and Trvy's Tranches in-operation as'ofJane 30,2015 e LB
New:franchises granted R " O
Franchisés cancelled o T e e T B R
?Rels and Irvy’s franches franches in'operation as ofJune 30, 2016 T T e T T T 28
New franchisesgranted _ ~~ — U T T T T e
Franchises cancelled -10

I - T T Trertc«kcr e o, T 179

Wé.opérated 3:and.0 frozen yogurt robots, vending machines.and micro markets for.our own benefit as of June 30, 2017"anid 2016, respectively.

3. Related party transactions

|
On October 27, 2015, the:Company obtained'secured loans in the: -aggregate amount of $500,000/from Socially, Responsxble,ands Inc. The Company’s Chairman,
Nicholas Yates; is 2:20% owner. of Socially Responsible:Brands; Inc,

The Company ‘issued two' Seciired, Promissory Notes and’ a-related. Security. Agreement, each dated 'October 27, 2015 (thel"‘Notes” and “Secunty Agreement”).
Certain ciirrent’lign Holders of the Company-also executed and delivered a Subordination Agreement ‘in-connection, ‘with the issuaricetof the Notes+and Security
Agreement (the “Subordination: Agreemem .and together with-the-Notes and’ Secunty~Agreemem the “Transaction Documents™),

The Notes are each mfthevpnncnpal amount of $250,000, and:have terms: of eighteen months:and one year, respectively: The first -Note. is:secured. by the
Company’s ﬁﬂy (50):corporate:- -owned micro-markets andthe Notex,pnnmpal -and interest' lsfrepmd according to a schedile based,on sale of suchsmicro-markets:
The:second Note is;secured by the Compa.uy s franchise royalties and principal and-interest is tepaid 8n & schedule based on receipt of ‘combo;maching sales,.
thh;guaranteed paymems of at-least $75 000 per quarter dunng the- Aerm of the Note., Dunng the year ended 20!6 rhe Company pmd $87 604 and $69 568 of

under the;Notes \
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On.January 20, 2017, Socially Responsible Brandsiagreed toiextend thermaturity date.on theirnotes until December 31, 2017, In connection-with the:loanextension;,
the holder'may convertithéir Notes.iqio shares:of the Company’s:stock ati8!16 pér share. Furthermore;,on September 18,2017, the:Notes'were:amendéd whercby. the:
inferest rate was modified 1o a'tate 6f 20% per:annum éffective October 1, 2016.

‘On January 13,2015, the:Company's - Chairman, Nicholas Yates, agreed to:loancthe- ‘Company up to $200,000/ (the "Loan?), éach incremental borrowing under-the
Loan to be. evidericed by:a promissory-note. Mr. Yates further agreed to loan the Compdriy up: t0:$550,000. ‘Amounts borrowed under the Loafi béar .interest at
10%.per annum 'and.are’ due, on’ Decembér 31, 2016. The Léan: also provides for conversion to'common 5tock, at thie:option of the! tholder, at a.price equal to the

‘Company s fiéxt round: of funding.. In connection- with -the beneficial conversion: option, ‘the Company: has: recorded $300,000 as a- discount onithe Loan and

charged $193,766 and,$106,234, 16 operations.during the years ended-June 30,°2017-and '201A6 respectively. As of June 30, 2017-and:2016,:$353,187 and'$521;700,
respectively were outstanding under the. Loan:

‘On Janudry 20, 2017, Mr. Yates agreed to extend: his loans until December 31, 2017. In exchiange for extending the. loans; Mr. Yatesrwas: granted, an -option, to
convert the:loan to common’stock 4t $.16'per share.

‘On January 20; 2017;the Company" executedia loin agreénient with Nine.Dragons Investments/(“Nine; Dragons”) sfor borfowings in an amount not to ‘exceed

$300:000., Nin&'Drdgons is anientity. affiliated with our Chairman Nick Yates. In conneétion . with:the loan agreement; the:Company borrowed proce -aggregating,

$209:931. The. loansibear interest at 10% per &nnum, are'die on December 31,,2017. and -are secured by certain assets.of the Company; including its intéllectual
propeny Fuithemiore,-the loans; are convertible at the option of the*holdef at.$:16 per share. During;the year ended June 30,2017, $209,931 of the Nine. Dragons
Toans were redeemed for.cash.,

4, Concentrafions

Our vending: machines- and micro markets are ‘supplied by a. single manufacturer: Although there are a limited number of manufacturers of vending machines: and
micio, markets, we believe thiat other suppliers-could provide:similar miachines ‘on comiparable terms., A change i in-suppliers, however, could cause a.delay. in
deliveries: and ‘a possiblelossiof:sales, which could. -adversely affect our. operating resuits, Additionaily; our frozen yogurt robots will be’ manufactured by' oné

pplier;la change'in sippliers could cause a.delay in deliveries and possible loss of salés; which Could adversely affect:our operating results:

Our vending:food prodiicts are pnmanly supplled by one:national dlstnbutor Although-there afe.a’ limited number of | product suppliers with the; product selection’
anddistribution capabilities required by ‘our-franchise.network, we bélicve sthatotiiersdistributors could provide siniilar products ofi comparable terms. The:
Company, and its franchisees; ‘also, use: suppléméntal:suppliers for their product selections, in addition to-thé national distributor: A change in suppliers, however,
could .cause ‘a delay -in-deliveries and a possible loss of revenué from both current and prospective franchisees;. which ‘cotild adversély afféct: our operating
results:

§. Contingencies

In June 2014, we received an inquiry from the California, ;Departinent .of Business Oversnght (“DBO")irelated to the:sale-of 15’ franchises: that .occurred between
March 2014 -and,May 2014. On:November 7, 2014, the.DBO:issued a StopOrder.and Citation. (“Stop Order”), which| prohlblts us.from selling franchises:in the state:
.of Californiaunti} November 7, 2016; “The DBO found that we enpaged in offers and sales of franchises:in Califoria without registration-with respect. to. the three
franchise salés wetmade;in: August and 'September- 2012, that the:sale of- 15 franchises that occurred outside-the state of California between March’ 2014 and. May

2014 were made pursuant to franchise disclostire document that confained omissions of material facts.by failing to disclosé:the:DBO’s prior stop-order ‘andthe.

statement of charges.4nd notice of intent to enter an-order: to cease ‘and desist issuéd by the State of Washington, and. that our:prior- management failed to
exercise.due diligence ' with regard.to our registration and disclosure obligations. and -exposed prospective frarichisees 10, unreasonable: risk. The- -DBO also.denied
our fegistration application filed in California on' October. 3,,2013, imposed admiinistrative pénalties against us of $37:500, required us:fopay attomneys’ fees of
$18;200 zmdarequlred us to-again offer Fescission and restifition to the 15 franchisees- who purchased: frarichises between March 2014 «and May 2014; Nine of the
I's franchiseés:accepted our-offér-of ‘rescission. and six either.deniedirescission or failed.to respornid, and.therefore:lost their right of rescission’ due tosthe elapsed
time as stipulated by the DBO; The total rescission payments, aggrégating $934,500, were: completed Jby July 2015, As requlred by the:Stop -Order, we developed
and:implemented .a,cémpliance program and engaged an:independent monitor for, the:duration. of the Stop Order to: sreview; and report to the; DBO' &iif-comipliance
activities, inclisding compliance with-the.Stop Order. The independent monitor has issued his findl'compliance report, and' the Stop Order.has ended.
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Periodically, we are contacted by otheér state franchise regulatory authorities:and in_some cases tiave been;required to tespond to inquiries, or make: changes-to
our frahchise disclosure documents or: franchise offér and_ sale; practices., Maragenent believes these communications ‘from state regulators and corresponding
changes: in -our' francliise; disclosure dociients;and practicés:are administrative:in nature: and :do not indicate-the ‘presencesof:a loss or. probable potential loss.

On:May 28, 2014, Slender Vendér, LLC, and Jotin Coffin, a.former 'FHV franchisee: and its owner (“Plaintiffs”), filed a: complaint against;FHV and certain of its
current and former officers (“Defendants”) alleging violations: of ‘the .California Franchise- Investment Law, fraud! ‘breach. of Contract, unfmrrcompeutlon false
advertising and violafions: of the’Califomia:Labor Code in connection with the sale and| purchase of Plaintiffs’ franchises. The complaint sought rescission of the
franchise. agreement, restitution, unpaid wages, and damages, mcludmg compénsatory and punitive damages..

On February 6, 2015, .the California Labor Code violations were: idismissed " without: leavé:to-amend. In addition, Defendant Lonidon was dismiissed.from; the action
that:same day: Défendants Truong, Rogers;.and Ball were later dismissed -from the:action’ dunng tridl.. On February 20,.2015, Plaintiffs filed ‘a first -amended
complaint against the.remaining defendants alleging causes:ofiaction, for'fescission, ﬁaud breach of: contract, unfair: competmon, and false-advertising,

On September 23,2016, ajury ‘trial commenced in'the action, and:the jury found.in favor of Plaintiffs. The jury. retumed'a total compensatory damagm verdict-of
$S35 091 agamst all Defendaiits, and further remmed a pumuve damages verdlct of $l40 000 agamst Yates and Sl4 000 agmnst* ¢ , ’Ihe [, ,' jtory.

‘fees of $565,386: agamst FHV nnd costs of $29.682: agamsl FHV Kennedy Yates, Trotter, and ‘Backer: Judgment was entered on February 21 2017.

On March-22, 2017;, Deféndants filed a’noticé: of appeal,.and on March 30, 2017, Plaintiff filed arnoticé: of cross-appeal. On June 21, 2017, the partiesireached a
global settlement. !

Despitean initidl award 6f $1.1millicn, under the terms’ of the-confidential :settlement Plaintiff agreéd. to; cause the judgment to beisetiaside, to withdraw all claims
fo. wage garnishments against any of the Deféndants, and to ¢ause:thesremoval of |all recorded abstracts:of judgment and the:removal of any: financing.
statements. The parties, agreed.to disiniss théir. appeals.and to grant-one another fiill, mutunl ;general releases. In exchange, Defendants agieed t6 pay Plaintiff.
$500,000,,6ver.a 25 month period, as well as a:guarantee of $200,000 of securitiés-valued at $1 per share. GNFB'has guamuteed the settlement.

On June 11, 2014, Seaga'Manufacturing, the Conipany’sisupplier of Zitomatic mérchandising, equipment; filed a:lawsuit in, Illindis staté.court allegmg one count of
breach: of ‘contract:claiming that the;Companyfailed’to.make payments. and.to'meet the'yéarly minimum volume of purchases. On August 14, 2014, the Company,
filed its:an$wer, affirmative defénses,/and counterclaims agmnst Seaga. The ‘couriterclaims included claims' for breach of* contract, bredch of _express warranty,
breach of implied warranties of merchantability and fitness for particular purpose; and'indernnificationi. On May 1, 2015, the-court granted ; Seagms ‘motion to
dismiss the: ‘Compéiny’s implied warranty claims, On. January 9, 2015, Seaga filed & third2party- complaint against the: manufacturer of thé:automatic merchandising
equipment; Saeco: Vendlng S.P.A,, .ind on August- 26, 2015, the court dismissed: therlhlrd—pany complaint. The Company: intends to vigorously contést these
.allegations.in court..On May 3; 2016 the parties entered'into a/stipulation to settle-thé matter. Neither. side:admitted wrongdoing or:liability, and néithier-party. paid
compensationito the ather. The court dismissed the action-with prejudice on May.5,-2016.
|
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The Company is-also subJec( to normal and. routine! litigation.and othér legal acnons by. current: or former: franchlsees‘ -employees, and vendors: We assess,
contingencies to determine’ thesdegree of probability and rangesof possible loss: for potenual accrilal in.its financial statements -An estimated loss contingency. is
dectued ‘in the financial statements if i;is probable that 4, hablhty has been-incurred and the. amount:of the:loss can_be reasonably estimated..Because. litigation is’
inherently. unpredlctable and unfavorable resolutions could occur, assessing conungencles ise hlghly subijective and requires, judgments -about future events. The
Company regularly reviews contingencies to deterniing the: -adequacy of .the-accruals and relaled disclosures. The amount of:ultiihate: loss: «nay differ-from these:
estimates. ‘Although we crrently believe. that the ultimate outcome of these, matters will not have a miaterial adverse.effect on therresults of Gperations, liquidity or

financial'position of the Company, n is possible they colild bé materially-affected in any particular future repomng pefiod, by the unfavorable resolution of one ‘or
moré(of thesematters or conting

6. Notes' péyable; .

.Convertible notes payable ’

‘Beginning April 2013 through June 19,.2013, we issued convertible notes payable to three:entities or individuals in exchange. for cash, proceeds: totalmg $249,999,
The.notes were unsecured and-bore inferestiat 12% per annum. The notes:boré maturity. dates:ranging: from June; 30, 2013it0, August 31, 2013, the earlier of their
‘being outstandingifor 60. days; or upon theiiransfersof 25%.or more-of our’ Company sshare ownershlp Of 'uponi our-merger witha pubhc .company, (all as defined
in.the néte, agreements). Repayment;of the notes-was personally guararitéed by' the. behéficial. shareholder-of, FHV Holdings:Corp, & California corporation ("FHV
‘CAL"): a\dlrector'oﬂour Company. On July 19, 2013, $210,000-of the outstanding balance of the notés was tendered in exchange for 552 ,418 shares of FHV

International’s comimon stock, -$33,333" was repaid-and $9;666 principal remainéd outstanding:- As of June 30, 2017 and 2016, $6,666. of | principal-remained
outstanding-under the'above notes. ‘

Senior secured promissory notes

On February 25,.2014,-we issued Senior'Secured Promissory Notés:(thé "Initial Notes")'to three.investorsiin exchange for cash- totaling’$501;000. The Initial Notes
were:set.to thature on.Febriary 24 2015:and bearsimple interest:at.a rate of 12% paid monthly over:.the term of the‘loan The Initial ;Notes also provide that, our
Company can raise up-to;$1.5 ‘mitlion ‘in’ proceeds from the issuance of.additional notes (the "Additional Notes”) whi¢h would:have theisame' “seniority and
security rights. The lnitial Notes are secured. by ‘stibstantially all assets of the Company ‘On September 23, 2014; the-holders: of the Comipany's Initial Notes
extended the maturity date from February 24, 2015 t6 March 15, 2016, and.on March 15, 2016, the Notes were further extended to September 30, 2016. The notes
aggregatmg $334,000.have'been, further: extended to-December 315, 2017.and $167, 000'of the notes, plus accrued mteresx were converted to common stock:at-$.16.
per. share-on January-20; 2017 The rémaining- outstanding:riotes, aggregating $334,000, have been granted - conversion, rights at:$,16 penshare The modification :of
the debt terms was.not deemed Substantive and therefore, was:not ‘accounted for as an extmgmshmem of debt.with.the recognition'of.a gain jor loss.
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Financifig and security. agreement

On.September 23,2014, the:Company-eniered into-a,Financingland Secirity | Agreement (the “Financing Agreement") whereby’ the Company may be able‘to borrow
up.to$1:5'million through the issuance’of conveértible secured debt. The principalterms of the’ Fmancmg Agreement are as-follows:

| . The Company mayborrow dp't6 $1.5,million in-tranches of up:to.$150,000 each:

markets An addmonal amoum of $IOO 000 was |ssued | during thé quarter- endedtDecember 31; 20]4

| - Aujsubsequem tranches, shall be in the:amount. of up't0;$150,000, shall- be «due:and funded.by the lender within.seven days of: notice, and shall’be
contingent upon the.Company; placing an' additional!20.micro miarkets into sefvice.

| . The, notes .payable issued under the ferms of the Financing Agreement.are due in full'24 months ffom the:finding of each trasiche. The. .Company
may,.at its-discretion, extend the due date,foneach tranch€ for an-additional. 12 months.

| - Intérest.on the borfowings accrues at a:rate of 10% per.annum; and, i§ payablé quirterly. In:the event the.Company-elects to extend:.the maturity-date.
of:a tranche, the interest rate will increase to 12% | per-annum on:that trariche. |

] - The»]ender may at ns:dlscrenon)convert any outs[andmg pnnupal under any of thedranch&s mto shares of, the Company‘s common stock The

lower than- $l 28 per, shnre

1| . ‘On the.due date, or the extended.du¢ date; the Company' may -t its dlscretlon conyert .up to one-half” of the outstanding:principal ‘i mto shares of

common-stock: The conversion’ price: is' 85%.of the-average- closing pnces for, the 15, triiding, days prior:to the dueidate or extendad due date,.
whichever | may be applicable.

1 - Borrowings are secured by the Compaiiy-6wned micro-markets:

At June 30; 2017, there' was '$250,000 outstanding under-the Financing Agreement, of which $1'50,000 originally. matured cn Septcmber 23,,2016 and $100,000
«originally matured,on Décembei~15, 2016..0n September 23,2016, the Company elected.to-extend the first tranche:0f $150,000 unfil; September,23 2017. On January:
20, 2017, the Company extended both' ranches until December 31, 2017. As.part of the:extension, the Holder was granted, conversions nghts at $:16 per share.. The.

modification of‘the debt terms ‘was not deemed; .substantive and therefore; was not accounted for-as an-extinguishment ofdébt with the. recognition of a.gain or-
‘loss.,

The lendér ofthé Financing Agreement has informed the Company that hé does nmei'rnendmI lend additional amounts under the Finaficing Agreement:
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Securities purchase agreement ‘

)
‘Oni March 13, 2015, the Company -entered into a Securitiés' Purchase Agreement (the I"Purchase: Agreement") with Gemini Master, Fund ; Ltd. (the "Purchaser”),
under. which the Company is§ued d Note (the."Note") aggregating $375,000,for & purChdse price of $346,500. The Note bears interest.at.the fate of 12% per
‘annum.. The Note matured 90.days from the closing date; ipayable: in cash. Under the: terms of Purchasé Agréement, thie;Company also-issued a warrant (the
"Warrant") :granting;the Purchaser, the.right to.purchase. up-to 150,000 sharesof the: Company's.common stock at an- exercise-price of,$0:60 per share, .subject to
adjusunems and anti-dilution-provisions: The Warrant' expxr&s 'on the seventh anniversaryifrom the i issuance date.

If thé-Company; at any'time while this Warrant.is ‘ouistanding, shall issue shares of*Common Sfock or ‘securities of rightstconveftible. or exchangeablejinto shares'
of common stock at a*price per. share_less than the then.current.exercise'price, then the Warrant.exercise- price-shall be reduced to such lower. pnoe»per 'share and
thie nuinber- of Warrantishares ‘issuable:hereunder shall be increaséd such that the aggregate cxercise:price payablé herexinder; dfter: ‘taking‘into account’the:
decrease in.the exercise:price} shall be equal'to;the aggregate exercise price prior to:such adjiistment.

Subject:to an anti-dilution adjustment, the Company issued the Purchaser theiright to purchase:up to-an additional 150,000 shares of the Company’s comsmién
stock. Concusrent with the. Purchiaser's right ito-purchase additional shares of«theLCompany s commonistock (up to 300,000 shares), the- exercise price of the
Warrant-was reduced to $:30 per;share:

In connection.withithe issuance of the Note'and Warranit, the Company has:recorded $95,625 as a discoiint on' the Note and derivative liability; nddmonally,

$28:500 representing’ thie-discount on the. proceeds ofthe Note:has'béen’ recordéd ds 4 discount on the: Note payable., We caléulated the value: of-the:discount
using the. Black-Scholes option pricing model employing the-following-assumptions: volatility of.¢ommon ‘stock —88%; risk-free.interest rate — 0.77%; forfeiture-
rate — 0%; value per'sharé of.common stock'-$0,52; strike price.- $0.30; térm — 7 years,

“The Note'was. fepaid.on June 10,,2015. On August 19,,2015; the Purchaser converiéd 300,000 warrants-into 101,849 sharé of ‘comion, stock: utilizing:the caskiless
exercise- féature. In.connection with' the warrant exerciseé, thie Company recorded:a derivative loss of:$10;808 duiing.fiscal 20161and charged $106,433!to- additional
paid-in- c@pual

Convertible promissofynofe
i
'On June 10, 2015, the-Companyissued, a.$600;000 converiible promissory. note (the “Prgmissory Note™) with interest payable at 10%, per annum. In connection

with the.issuance of the Promissory: Note, the Compaiy. also issued.2;000,000 common:stock purchase wdrrants, with.aiterm of four years, at an exercise price.of
$.75 per share.

The Promissory Note maturés twelve. months fromissuance, may be extended for an.additional three:months, and: may be convertediat any time in whole or:in.

par, at the lesser-of:.
l (l) 25% discount-to the next round of financing priorto. éonvérsiimvih:exce55'of.$l|-»million; or
1 (i) $.30 per share; or; '
| (iiy Commencing:six monthsjaftér:issuance:daté, at the investor’s sole discretion, at a 20%discoint td:the lowest trading price:ten business ‘days priotto,
conversion.

In' connection ‘with the issuance- of the .Promissory Note and.warrant, the: iCoinpany' lias recorded the fair value of the warfant of $78,707 as:additional- paid-in
«capital. Furthermore, the: Company has recorded a discount onithe Promissory Note of $480,100'and .a detivative liability of $401,393'due to the lack of exphcn litnit
‘on the number of sharés thatsmay be required to be:issued upon fusture ‘conversion, The,discount is-amortized as:accretion of 'discount on:notes payable over the-
‘term ofithe loan.using:the effective interest rate rethod. During-the years ended June 30} 2017 and:2016, dier Company charged $0 and $120,025, respectively to
accretion of discount on' notes payable relating:to- the-discount on' the: Promissory, Note: ‘The derivative liability is revalied each: period. During;the: years ended
Jiine-30, 2017 and 2016, the Company has recorded a derivative.loss of.$729;327 and gainiof:$1,600 réspectively.. At.June 30,,2017 the’ Company-had & dérivative
ligbility'related to'the Prouussory Note 0f $560,006.

We calculated. the valie of the discount. using/the Black-Scholes option'pricing model cmploymg\the fol]owmg,assumpnons wvolatility- of Commeon, stock ~ 76%;;
risk-fregjinterest.rate —0.28%; forfeiture rate — 0%;. value pershare of.common stock~$0.45¢ strike price - $0.75; term.— 4'years.

\
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-annum and mature on July 28;,2017. In connection with.the note-issuances, the~Company also-igsued!75,000:shares: of the:Company’s common stock (Note
‘connection with the sto¢k*issuance andoriginal issue discount, the Company has recorded $102; ,000 as: asdebt discount. The discountis bemg ;amortized over ‘the
life of the loan. Theloan wasrepaid during the: first Guartér of Fiscal 2018.

/a‘b" / tents

rsharw of common stock only (no adjusunents vill ‘be made to the warrams), for a.uy equity or Convemble Debt’ ﬁnancmg completed or a deﬁmnve Term Sheet
exercised within twelve-months of closing or fifteen months: if the Company exercises 1ts one-time .extension. ‘The ratchet doés not come into eﬂ’ect for-any non-
convertible debt, oﬁ'enng arrangéd by.the Company, its advisors:or bankers.

The conversion terms; of the Promissory Nofe were amended pursuant 0.3 first amendinent to Promissory ‘Note, dated-October 14, 2015. The. adjustable;pricing
mechanism ¢ommencing six months after the Promissory ' Note' issuance date-at;a 20% discount.to’ the lowest trading:price 10 business'days- prior to conversion
was removed. The negativé covenants set forth i.the subscription: agreement were also amended pursiasit to 4 first amendment to subscription agreement, dated
‘Qctobér 14, 2015. The modificafion of an embedded ‘conversion feature-is separately accounted for-as a derivative:béfore: the, modlﬁcauon, after-the:modification
or both. Smce ‘the bifurcited Conversion opnon is accounted:for at fair valtic both before and afier the diodification,, any changes in the fair value ‘of the
‘conversion option would bereflected in earnings. Furthermore, the:Promissory Note:was.extended for;an additional six months’ from'the original maturity.

On January.20; 2017, the:note was extended throitgh June:30; 2017 and the Wabranit- price-was reduced to $.30 per.share, prOVIded that the warrants must be exercised
for:cash;, Funhermore, the warrant expiration date was amended to June 20,-2018: The modification of the:debt term was not:deemed substantive and-therefore, was'
not accountéd for'as an extinguishment of debt with the recognition of atgalp of,loss.

The piincipal balarice of $600,000 plus accrued-interest was repaid'during thé first quarter-of Fiscal 2018,

Robofusion iote payable

On.Deceimber 29, 2016, the' Company entered ‘into an Asset Piirchase Agreemem (the “Agreement™) with Robofiision,_In¢. (“RFI”), whereby the: Company,
acquired: the intellectual property. asséts of RFI, -a.developer- of: robotic- kiosk vending, technology, primarily frozen yogurt vending kiosks/cubes,; ‘using REI's
trademarked name of:Reis ‘& irvy's (thex“Acqmsmon”) ‘Pursudnt to,the Agréement, the Compzmy provided RFi,:and its dmgnees a ‘cash- :payment ofi$440,000,
The Company also’ ‘issued'to REI a’three-year, $2,riillion note:and:a five-year commonistock , purchiasé warrant for:1,520,000:shares with a strike; price of $0: '50. per
share: (see Note 10)..

Bridge notés payable

On Februa:y 28, 2017, the Company executed two short:term bridge notes aggregating $345,000: ($300 000 net of discount). ‘The ‘notes bear interest at 0% per

A$ of June 30;,2017'and"2016; notes,payable consisted:of the followinig:

! B 2017 2016
$__ 3400 § 500000

S —
B — Y
$2,000,000 Prorissory Note, bearifig, ifitérest at 3:25% perannum . Principal and intefest'is‘due:quarterly, over a three year B - T

penod, et of! dlscount of. $l69‘542 o . e o 1,850,858 -
745000 Frothissary ote, witb 0V interest, payable gaaiierly. THe promissory hote matires pn Jaly 28,2017~ T T T ygaied T k)
T . .- R I
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7. Stockholders® deficit

.On October 1,,2014; Arthur-S' Budman‘wasiappointéd. o Chief:Executive Officer-and.Chief Financial Officer: In.connection with Mr: Budman's! appomtment, he
was ‘granted 250,000 shiares of common stock which vest ratably over a period of ‘ohé; ;year. Stock-based compensation related to- this award is recognized on a
straight-line basis-over thei applicable: vesting period and is included-in'sélling; general and admi ive éxpenses in the uccompauymg condensed consolidated
‘statements of-opéfations. During, the'years: ended June:30; 2017 and.2016, the:Company- charged '$0 and:$21,562, respectivély 1o compensation expense in the
accompanying consolidated statéménts of operations.

On. August 19, 2015, the Purchaser (Note 6) converted. 300,000 warrants into 101; 849 shiare. of common-stock utilizing the cashless exercise feature: In.connection,

with the warfant exercise, the:Company, recorded a derivative loss of $10;808 and charged $106,433 fo additional paid-in; capital.
|

Durifig Eiscal 2017, two franchisees converted-refunds.aggregating $193,750 into 968,750' |shxmas of common stock at'$.20' ‘per common!Share. The.Company recorded

a loss onthe conversion of $263,338!
During Fiscal:2017,.a-note holder converted ‘principal.of $167,000 plus accrued-interestinto, 1,325:821 shares of common'stock at'$.20.per share;
Iri:connection-with the issuance of bridge notes payiblée (Note 6),.the Company also issuqd'?j,goofcpnlmqn'fshirés;té the fiote holders.

Iiv connection:with:the Company’s private'placement, we' ‘issiied 5,285,000 shares-of common stock during the year;enided June 30,2017:for. proceedsiaggregating
$2,642;500, Furthermdre, subsequent.to-June 30,,2017;:0n various:dates’through September 22,2017, we issued-an. additional 3,306,000 sliares of common stock for

proceeds aggregating $1,653,000,

During the year ended June 30; 2017, the> Company issued 2,300,000 opuons under the 2013 Equlty ‘Incentive, Plan-(Note 8).. In connection’ with.the optlon

issuance, the Company charged:$401,878 to operations and additional’ pald in capital. Addmonally, during the 'year-ended June 30, 12017, 215,000-options (162,245
options on'a cashless basis) were exerclsed

‘Duirinig the year.ended June 30, 2016, thevCompany, issied 1,935,000 options un'gler*t@}g-ZO]é Equity incentiveiPlan (Note '8). In: connection. with.the option
issuance, the-Company ‘charged $285,878:t0-operations .and additional paid-in“capital. ‘Additionally, diring:the:year ended June 30, 2016, 100,000 cptions (60,715
options on & cashless basis)iwere exercised.
8. Stock-based compensation:

!
On' Aligust 14,,2013, .our. Board-of Directors:approved the .adoption of the: 2013TEqulty Incentive Plan. (the”‘2013 Plan”). The 2013 Plan was approved: by a majority
of our shareholders -(as deterinined by. shareholdings) on September 4, 2013, The 2013 Pldn prowdes for granting: of stock-based awards mcludlng incentive stock

options, non-Statutory stock options, stock: bonuses and rights: to acquire restricted stock. The fotal numberof shares .of common stock:that-may | be issued

pursuant:to stock: awards under the 2013; Plan were Jnitially not o exceed in the aggregate 2, 600,000 shares: of ‘the:common sstock -ofrour Company. On July 13,,
2015, the Conipany increased the tote! number of shares that.may be issued under-the 2013 "Plan 1o 4; ,000,000, Furthermore in. Apfil 2016, the Company: funher
increasedithe total number, of. shares'that may beissued'under;the Plan to 6,000;000.
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During the years ended June 30, 2017 and 2016, the Company granted stock options iinder ifs. 2013 Plan. Stock- based compensation related.to these:awards is
recognizedon a straight-line basis:over the: apphcable vesting period-and-is included in-operating expense’in the:accompanying consolidated:statement’ of operations
for the years'ended June 30, 2017 and 2016. During the.years-ended June 30,2017 and 2016, options issued were valued'using the'Black Scholés method assuming the:

following:
By T T T - o
: ividend yield ] o 7 S o
Risk-fieeterestrate _ ~ "~ T T D %
‘EXpectgd lifen years - - 2

The expected volatility\was ‘estiiiiated based onithe volatility ofta;sét of companies:that management: believes are comparable to the Company: The risk-free:rate
was based on the-U.S. Treasurynote rate over the expécted life of the options, The expected lifé:was detérmined using:the simplified:metliod as we have no
historical expefience. Wé récorded stock-based compensation expense 6f.$401;878 and $307,440 for the years ended June 30, 2017, and:2016, respectively.

The following:table: summarizes.thé stock option activity for the years ended‘June. 30, 2017 and 2016:

| Years ended June 30, 2017 and 2016

Weighted
Average
‘ Weighted Remaining )
Averge ‘Contractual Aggregate
., Options ExercisePrice  Term (yéars)  Intrinsic Value
. - _plions =
et Jun oI 538 § 204207
Granted 0171
| _Exercised _ - ewesTT T T .
Forfeited 0405

‘Outstanding at June 30,2016

;(21‘5,060“); N
RCEED I
A1007 s 05Y 56l 8
. 0045 L
Ves 7 o - q”_‘_-gfﬂﬂﬁfS T eRET T spp ST TLAsIme )
Nonvestedat June 30,2017 1798757 § 0o T57 5118537

At Juie 30, 2017, the tota! estimated um'ecogmzed compensation cost related to: mm-ve,sted stock options ‘totaled $222,192 which s ‘expected 10! be, Tecognized

over'a weighted, avérage pefiod.of 14:months. The weighted-average grant date fair value of options granted during the year ended June 30, 2017 was $.270per
share.
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Weighted
Averdge Grant-.
Stock Options. ~ ' ‘Share Date Fair Value
Nohvested Shares at.June 30,2015 - ———— T ez 048
Gamwed — - O - T T T T o hoasjoo ol
Vested/Issued (371,667) ;
s __(@s5i000) .
‘Nonves\ed shares atune, 30 30, 2016 2,006,667 $.
Granted T T T T T TTTT3306,000
Vesxednssued’*_*‘ - T T T (2,028,541
. ForfenF S - - (475,374)
Nanvested sharestat June30,2017 ST T T T T 15798,752.

| Dunng the year £nded Juné 30,,2017; warrants to:purchase 1, ,520,000:shares at,$.50- péf Share were:granted to Robofusion as part of the asset purchase agreement
(Note. 10). As of June 30, 2017, theré were 3,520,000 warrants outstanding, of which 2,000:000 liave an ckercise. price of $:30 per share and 1,520,000 have af
exercise pricd of 8150 pér shar. The warrants expire five years ffom the date-of grant,

| 9 Leases ‘

The Company ledses corpomte and warchouse facilifies: (the- “Faclhty Lieases™) in San Diego: aggregating 7 1083; square feet. Our- wcoiporate offices are locatedyat
9605 Scranton Road,;Suite 801; San Diego, Califordia 92121 This Faclhty Lease commenced in' May*2010., Thé:current. monthly rental: payment, mcludmg, utilities.
and operating: éxpenses: for the Facility Leases, is;approximately $151922:.0n August’], 2015, the.Company moved | itscorporaté-and warehouse facilities to a single’
location:aggregating 8 1654 feet at 2620-Financial Court, Suite 100, San Dlengahfomla 92117, Thénew lease is.for:a term of 84 months. The:current fionthily rental
payment, nét of utilities:for. the facility,is $15,995. Future' mmlmum lease payments undér.the. Company’s FacxlltyeLease is ds follows:

2018; $191,492; 2019: $196,928; 2020: $202,554; 2021: $208,377; 2022; §214,403: Thereafter:i$17,909 Rent expense totaled $228,714 and $200,944:for thie yéars ended.
Jiine 30.2017.and"2016, respectively;

| 10. Intanigibleiiritelectualiproperty.acquisition

‘On December 29,.2016, ihe Company entered into.an Asset Purchase Agreement (the “Agreement”’) with ‘Robofusién, Inc. ‘(“RF1?), whereby, the Company-
‘acquiired the intellectusl property’ assets of RFI, @ developer of robotic-kiosk vendmg technolégy, primarily frozen- -yogurt vending Kiosks/cubes, using; REI's
trademarked, nariterof Reist & Irvy's (the “Acquisition”). Puirsiant to the: Agreeméiit,, the:Gompany- provided RFI, ‘and’ IE)dCSI@eeS, aicash payment of $440,000,
‘The Company lso issued to RF1!a thrée-yéar,'$2 million'note and a five-year common stock puichase warrant.for 1,520,000 shares withra: strike’ price of $0.50 per.
share, Furthériore; certain RFI Officers, Directors. and Shareholders will be subject-to a five-year, non-competeragreement. Alsd, the: Agreement provides for
indemnification and set off.of ip 6 $1 milli n; under certain circumstances.
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RF1 previously granted the;Company-an exclusive license to market REI's*frozen yogurtivending kiosks/cubes;.i usmg «RFIs trademarked name-of Reis & Trvy's, it
the United States and its terrifories (excluding Puerto Rico) and Canada. The asséts acquired -pursuant:to the; Agreement, rare lsubstanually all of the assets
previously.licensed to.the: Company. w

11. Income taxes

The'Company uses the asset.and liability-method, of accounting for income-taxes; in ‘agcordance-with ASC’740-10, which requires that the Company recognize
deferred tax liabilities for taxable-temporary differenicesiand defeired tax assets -for de‘ductxble temporary differences and operating Yoss carry-forwards- usmg
«enacted tax rates in effect in. the years the differences are.expected to.reverse, Deferred i mcome tax benefit or expense is recognized as a result of changes in 1t
deferred tax assets ordeferred tax liabilities: A-valuation:allowance-is;recorded whei it is:more likely than notithat some:or:all of any: deferred tax assets will not.be
redlized. Asiof June.30, 2017 and 2016, the Company had a full valuation allowance on its deferred tax assets.,

‘The-following table presents-the current andidéferred income tax provision (benefit) for federal;:state and foreign income. taxes:

Current-tax.provision (benefit): - s
{ Federal” B o B $
State

[ff”" '“‘”“W“#f— e

Total provision for income taxes - D ] 48000 5 4800

Asreconciliation of income taxes:computediby applying the federal statitory’ income taxrate of 34% to.income (loss) before/income taxesito,the recognizéd iricome
tax.(benefit) provision reported in'the. ﬂccompanymg conisolidated statements of. operations-is as follows;for the yearsierided June 30, 2017'and 2016

e Jan-17’ Jun-16
EKPM._ O J (383°M4)‘u_72.8£09)‘
State mcometax, net: of‘federal tax o e e )

Non “deductible. expens&s o e - ‘:7~"¥‘7ﬂ' o T T 18 491 L
. RN+ 1 3
Provision.(Beriefit) for incometaxes " o R -
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Significant components of deferred tax assets-and liabilities are shown below:

June'30,2017  _June 30,2016’

Deferred tax-assets (liabilities),

[ WetOperafingioss ~ ~~_ —~ T T T T T 6osess T 3R]
éqg‘u‘alsk_—_ s 566 470 N 152,242
( Compensstion " L ‘ LTy
Inventory ~ 19,917
- 2467
9155 63,993
. - ) i 2 B 21 3
Comnbunon§___ ey 68
roder - - - T _1gg01 A
[ "Total gross deferred tax-assets o - _—::T_; o 81643600 4172425
_ Valatiomallowsnce . (82081%) (4,101,075)
[ ‘Nérdeférreditax-assets o o o L e (43,766) 71,350°)
T T T Tt T i
Propertyand Bquipment " T T T T TN T T T I88es (10,120)
[ Other - (39,819 _(61,230)!
ST - SN €% 10
S - J

—_— R . h 1

‘During the;yéars:ended June 30, 2017 and 2016, the valuation -allowance incréased 4,107,051 and $1,428,305, respectively. At June 30, 2017; .the Company' had
federal. and ‘state :net operatng caityforwards' of 'approximately $17,695,938. The federal ‘and staté ‘loss. carryforwards begin to: expire in 2031 unless-previously
utilized. Our.taX retums;for-the years 2013 = 2016.are.open for'exarnination;by the taxing auﬂlmnuﬁ

Utilization of the NOL. carryforwards may" ‘be 'subject to an annual limitation, due torownership: change limitations:that may hiavé occurred or ‘could! occur in the
future, as required by Section ‘382 of the liternal Revenue Code of 1986, .as'amended (the"Code"). These ownership changes may limit'the amount of the NOL.
carry forwards: that can. be utilized annually- -toroffset future-taxable income and tax, respectively, In general, an’ "ownership chatige" as defined by Section 382 of
the Code -results' from a transaction or sefies of transactions .over-a three:year period: resultlng in’ an.ownership change.of more than 5 percentage points.of the:

outstandmg stock of a.company-by:certain shareholders. .
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12: Subsequent events

Subsequent to June:30,:2017, the Company:s Board of Dire¢tors, granfed 97,500 options tmemployees .of the' Company-at exercise prices-ranging from-$0,88 - $.97
per share.

As;a result of our:focus on'Reis &, Irvy's,-we will nolonger. market our vending machines;dnd rhicro-markets'to new franchisees: We will however, continue.to
:sérvice-and support our current FHV LLC franchisées.

O various dates:from-July 1,:2017 throughSeptember.22, 2017, the company, issued’an additional 3:306,000 shares.of commen stock.for aggregate proceeds of
$1,653,000

On various dates:subsequent to Jine 30, 2017 through September22;2017, the Company redeemed the principal balance,on variousiloas aggregating $623;500.
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For value received, GENERATION NEXT FRANCHISE BRANDS, INC., 2 Nevada
corporation locédted at 2620 Financial Court, Suite 100, San Diego, California 92117 (the
"Guarantor"), dbsolutely and unconditionally guarantees the performance by
REIS & IRVY'S; INC., located at 2620 Financial Court Suite 100, San Diego, ‘California
92117 (the “Franchlsor"),of all.of the obligations of Francmsor in accordanceé with the terms and

conditions of the franchise. registration in each state where the franchise is registered, and under
its Franchise Agreement identified in its 2018 Franchise Disclosure. Doecument, as it may be

amended, and as that Franchise Agreement may be ertered into with franchisees as amended,

‘modified or extended from time to time. This guarantee: continues in full force and effect until
all obligations: of the Franchisor under its franchise registrations, and Franchise Agreements are

satisfied or until the liability of Franchisor to its franchisees under the Franchise Agreement has
been completely discharged, whicheveér first occurs. The Guarantor is not discharged from

liability. if a.claim by a franchisee against the Franchisor remains outstanding. Notice of

acceptance is waived. The Guarantor does not waive notice of Franchisor' § default. This
guarantee i3 binding on the Guarantor-and its successors and assignees.

_Tlfe“gfjgfantor signs this guarantee at San Diego, California on the

Z,u...

{ee-+;1* day of October 2018.

RATIPN N FRANCHISE BRANDS, INC.
By d | ; :

Name: Arthur Budman
Title: Chief Executive Officer and
Chiief Financial: Officer

T AR R N NI I AT T
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EXHIBIT I
FORM OF GENERAL RELEASE
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" or “our”) anld? the undersigned franchisee,

Reis & Irvy's; Inc. ("we,

(‘you or “your”), currently are parties to a certain Franchise Agreement (the “Franchise
Agreement”). dated , 20_. You have asked us to take the following
action or to agree t6 the:following request [msert as approprrate for renewal situation},

. We have the right under the Franchise Agreement to obtain a general
release from you (and, if applrcable, your owners) as a condition of taking this action or
agreeing to this. request. Therefore, we are willing to take the action or agree to the request
specified above if you (and, if applicable, your owners) give us. the release and covenant. not to
sue provided below in this document. You (and, if applicable, your owners) are willing to give
us the release and covenant not to sue provided below as partial consideration for .our
willingness to take the action or agree to the request 'described above.

Consistent with the previous introduction, you, on your own behalf and on behalf .of
your suceessors, heirs, executors, administrators, personal representatives, agents, assigns,
partners, owners, directors, officers, principals; employees, and, affiliated entities (collectively,
the “Releasing Parties”), hereby forever release and'discharge us and olif current and former
officers, directors, owners, principals; employées, agents, representatives, affiliated entities;
successors, and assigns (collectively, the “Released Parties™) from any and all ‘claims, damages
(known and unknown), demands, causes: of action, suits, duties, liabilities, and agreements of

-any nature and Kind (collectively, “Claims”) that'you and any of the other Releasing Parties now

has, ever had, or, but for this document, hereafter would or could have against any of the
Released Parties, including without limitation, Claims (1) arising out of or related ‘to the
Released Parties' obligations under the Franchise Agreement or (2) otherwise arising from or

Telated to your and the other Releasing Parties' relationship, from the beginning of time to the

date of your signature below, with any of the Released Parties. You, on 'your own behalf and
on behalf of the other Releasing Parties, further covenant not to sue any of the Released Parties
on any of the Claims released by this paragraph. and represent that you have not assigned any
of the Claims released by this paragraph to any mdrvrdual or entity who is not bound by this
paragraph.

'We also are entitled to-a release and covenant not to sue from your owners. By his;
her, or their separate; signatures below, your owners likéwise grant to us the release and
covenant not-to sue provided above. \

(If the Franchise Business is located in California or if you are a resident of
Califomia,, the followin'g shall apply):

: | . It is your intention, on your own
behalf and on behalf of the Releasrng Partres, in executrng this release that this instrument be




and is a general release which shall be effective as a bar to .each and every claim, demand, or



cause of action released by you or the Releasmg Parties. You recognize that you or the
Releasing Parties may have some claim, demand,J or cause :of action against the Released
Parties of which you or the Releasing Parties are totally unaware and unsuspecting, which you
or the Releasing Parties are giving up by executmg this release. It is your intention, on your
own behalf and on behalf of the Releasing Parties; in executing this, instrument that you will
deprive yourself or Releasing Parties. of each such claim, demand, or cause of action .and
prevent Seller or the Releasing Parties from asserting such claim against the Released Parties.
In furtherance of this intention, you, on your-own behalf and on behalf of the Releasing Parties,
expressly waive any rights or beneéfits conferred by the provisions of Section 1542 of the,
California Civil Code, which provide as follows:

A general release does not extend to claims which the creditor does net know' or

suspect to exist in his or her favor at the time of executing the release, which if

known by him. or her must have materially affected his or her settlement with the
debtor.. .

‘This waiver extends to any other statute or cdmmon law principle of similar effect in any
applicable jurisdiction; including without limitatien, California and or any other jurisdiction: in
‘which the: Releasing Parties reside.

You .acknowledge: and represents that you ha.ve consulted with legal counsel before
executing this release and that you understand its meaning, including the effect 6f Section 1542,
of the California. Civil Code; and expressly consent that this release shall be given full force and
effect accordlng to each and all of its express terms and pr0w5|ons, including, without
limitation, . those. refating to the release of unknown and unsuspected claims, demands, and
causes of action. |

(If the franchise business is located in Maryland or if you are aresident of Maryland,
the following shall apply):

Any general release provided for hereunder shall not apply to any hablllty under
'the Maryland Franchise Registration and Disclosure Law.
i

[Signature Page Follows]




IN WITNESS WHEREOF, the parties hereto have executed and delivered this release:
on the date stated on the first page hereof.

REIS & IRVY'S, INC.

Signature:__

Name: ‘

Title:_ |

Date::

FRANCHISEE:

Signature;

Name:,

Title:

Date:

i
FRANCHISEE OWNER(S):

Signature:

Name:

Date:

Signature::

Name:

Date:.




EXHIBIT J

/AGREEMENT AND CONDITIONAL CONSENT TO TRANSFER

Reis:8 Irvy/'s;.InC:
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AGREEMENT AND CONDITIONAL CONSENT TO TRANSFER

THIS AGREEMENT AND CONDITIONAL CONSENT TO. TRANSFER (“Consent”) is made by
and among REIS & IRVY'S, INC., a iNevada corporation (“Franchisor”);
. , (“Seller; __ ("seller
Guarantor”); and __ ("Buyer” ’), éffective as of the.
Effective Date; All terms capitalized in this Consent and not otherwise defined herein
shall have the meanings ascribed to them in the: Seller Franchise' Agreement (defined
below) or the Buyer Franchise Agreement (defined below), as the case may.be.

Recitals

A. Seller is the franchisee under that certain franchise agreement dated
__, 20_, as it may have been amended by subsequent
addendum or addenda (the “Seller Franchise Agreement”), governing the
ownership and operation of a Reis & Irvy’s franchise businéss (the “Franchise
Business") located in (the “Territory”).

B. Seller Guarantor persenally guaranteed aII of the obligations under the Seller
Franchise Agreement. ,I

C. Seller has notified Franchisor that Seller and Buyer have entered into a purchase
and saleagreement dated ' (the “Pirchase Agreement”),
pursuant to which Seller has agreed to sell, and Buyer has agreed to purchase,
all of the rights, obligations and assets. relating to the Franchise Business (the
“Interests”) and Buyer has agreed to assume all of Seller’s obligations under the
location agreements to which Seller is a party.

D. Buyer has also agreed to enter into Franchisor's. .current form of franchise
agreement (the “Buyer Franchise Agreement”) (the transfer 6f Interests under
the Purchase Agreement, the assumption by Buyer of Seller’s location agreement
obligations and Buyer’s execution of the Buyer Franchise Agreement, collectively
referred to as the“Transfer”).

E. Franchisor has agreed not to exercise its right of first refusal as set forth in the
Seller Franchise Agreement and has agreed to approve the Transfer of the
Franchise: Business in accordance with the terms, and subject to the conditions;
set forth 'in this Consent:

Agreement:

NOW, THEREFORE, for and in consideration of the foregoing recitals, ‘which are
incorporated herein, the mutual covenants contained herein and other valuable

‘consideration, ‘the receipt and sufficiency of whlch are: acknowledged by the parties

hereto, the parties agree as follows:

1.  Effective Date. The “Effective. Date” will be the date on which
Franchisor signs this Consent: acknowledging its consent to the proposed



Transfer, which date shall be consistent with the effective date of the
Buyer Franchise Agreement. \

Purchase Agreement. Seller and Buyer represent and warrant that the
form of Purchase Agreement provided to: Franchisor is the: final vérsion .of
the Purchasé Agreement and is the version which has been, .or will be,
executed by them ‘to effectuate the Transfer. The Purchase Agreement
will not be amended, and the terms set forth in the Purchase Agreement
will not be changed, except with the prior written consent of Franchisor.

Conditional Consent; Release of Guaranty. As of the Closing Date,
the Seller Franchise Agreement will terminate and operation of the
Franchise Business will thereafter be governed by the Buyer Franchise
Agreement. Upon termination of the Seller Franchise Agreement, neither
Seller nor Seller Guarantor shall have any further rights or obligations
thereunder, except that neither Seller nor Seller Guaranter shall be
released from (i) any obligations to pay money owed to Franchisor under
the Seller Franchise Agreement or the guaranty prior to the date of this
Consent of .as set forth herein; or (i) the: provisions of the Seller
Franchise Agreement that, either expressly or by their nature, survive
termination of the Seller Franchise Agreement (including, without
limitation, the provisions related to confidential information, post-
termination restrictive covenants, mdemmf‘ cation, notice, governing law,
jurisdiction and venue, and dispute. resolutlon) Notwnthstandmg anything
in this Consent to the contrary, the consent and release set forth herein
are expressly contingent upon compliance with the follewing ‘terms and
conditions on or before the date of the closmg of the Transfer (“Closing
Date™):

a. Franchise Agreement. The Seller Franchise Agreement will
terminate as of the Closing Date in accordance with the
terms set forth in Section 7 below, and the operation of
‘the Franchise Business will thereafter be governed by the
Buyer Franchise:Agreement.

b. Payment of Amounts Due. Seller will pay all amounts due
and owing from Seller (or an afﬁllate of Seller) to
Franchisor through the Closing Date, including but not
limited to, all past due royalty and advertising fees.

c. Transfer Fee. Upon execution of this Consent by Seller
and Buyer, a transfer fee in the amount of $.
(“Transfer Fee”) shall be paid to Franchisor via cashier’s
check or wire transfer. Seller and Buyer acknowledge and
agree that Franchisor has earned the Transfer Fee upon
receipt thereof and that the Transfer Fée is not refundable.




d. Training. Buyer and/or * Buyer's designated
representative(s) shall have completed Franchisor’s initial
training program (as defined and described in the Buyer
Franchise Agreement) to Franchisor's. satisfaction prior to
the Closing Date.

e. Right to Service Locations. Buyer will provide satisfactory
evidence to Franchisor that Buyer has the right to service
the Locations by way of agreements assigning the location
agreements. to Buyer or otherwise as more fully described
in Section 6 below.

f. Purchase Agreement. The Purchase Agreement will not be
amended and the terms of the purchase transaction will
not be: changed except with the: prior written consent of
Franchisor.

g. Seller Financing. Regardless of ",an'y‘ provision of the
Purchase Agreement (or any other agreement) to the
contrary, if Seller provides financing to Buyer for any
portion of the purchase. price for the Franchise Business
and such financing is Ssecured by any assets of the
Franchise: Business, Seller acknowledges and agrees that
Seller does not and will not have: any interests or rights,
revisionary or otherwise, to operate the Franchise Business
after the Closing Date pursuant to the Séller Franchise
Agreement or Buyer Franchise Agreement.

| 4. Waiver of Right of First. Refusal. Franchisor hereby waives its right: of
first refusal to purchase the Interests, as set forth in the Seller Franchise
Agreement. |

| 5. Contingency. This Consent and the Buyer Franchise Agreement may be
terminated if:

| a. The Transfer between Seller and Buyer is cancelled, or otherwise
not. approved by Franchisor; '

| b. Sefler and/or Buyer fail to meet any of the conditions and/or
requirements set forth in this Consent, ‘the Seller Franchise
Agreement, and/or the Buyer Franchise Agreement;. or

| c. Seller and Buyer fail to change possession and/or ownership of
the Franchise Business within ninety (90) days following receipt of
Franchisor's ‘written censent and authonzatlon (as set forth
above).

I




|
Assignment/Assumption of Locations. Seller and Buyer
ackriowledge. that one of the requirements of Franchisor’s consent is that
the location agreements related to the Franchise Business be assigned to
and/or otherwise assumed by Buyer and that. such assignment and/or
assumption. may require the consent of the location owner. Buyer
acknowledges and agrees that Franchisor’s approval of the locations
related to the. Franchise Business do not constitute a recommendation,.
endorsement, or guarantee by Franchisor of the suitability of the
locations, and Buyer acknowledges that it has taken all steps necessary
to ascertain. whether the locations related to the Franchise Business are
acceptable to Buyer. '

Termination of Seller Franchise Agreement and Guaranties.
Franchisor and Seller acknowledge and agree that, as of the Closing Date
and upon the Transfer and compliance with the conditions set forth in
Section 3 above, the Seller Franchise' Agreement and the associated
guaranties (if any) will automatically terminate and neither Seller nor
Seller Guarantor shall have any further rights or obligations thereunder
except that neither Seller nor Seller Guarantor shall be released from:

a. any obligations to pay money to Franchisor owed under
the Seller Franchise Agreement, the guaranty,. or otherwise
prior. to the Closing Date; or

b. the provisions of the Seller Franchise Agreement that,
either expressly or by their nature, survive termination. of
the Seller Franchise Agreement, (including, without
limitation, the provisions related to confidential
information, post-termination restrictive covenants,
indemniification, notice; governing law, jurisdiction .and
venue, and dispute resolution). i
|
Release of Franchisor: Seller, Seller Guarantor, and Buyer, and each
of them, on behalf of themselves and each of their respective. current and
former owners, agents, principals, officers, directors, shareholders,
members, partners, employees, representatlves, attorneys; spouses,
parent companies, predecessors, affiliates; subsidiaries, successors and
assigns (the “Releasing Parties”), hereby. fully and forever uficonditionally
release and discharge Franchisor and its current and former owners,
agents, principals, officers, directors; shareholdérs, members, partners,
employees, representatives, attorneys, franchisees, parent companies,
predecessors, affiliates, subsidiaries, successors, and assigns (the

“Franchisor Parties”), from any .and all claims, demands, debts, liabilities;

actions or causes of action, costs, agreements promises and expenses of

every kind ‘and nature whatsoever, at law or in equity whether known or

unknown, foreseen and unforeseen, liquidated or unliquidated

(collectlvely, the “Claims™), which any member of the Releasing Parties

had; has or may have against any: member of the Franchisor Parties,

including, without limitation, Claims: involving any and all matters arising
4




from, in connection with or in any way related of pértaining, directly or
indirectly, to the Seller Franchise Agreement, the relationship created by
the Seller Franchise Agreement, or the development, ownership: or
operation of the Franchise Business.

(If the Franchise Business. is located in California or if Seller,
Seller Guarantor, or Buyer is a resident of California, the
following shall apply):

Waiver of Statutory Preservation Provisiens. It is Seller's, Seller
Guarantor’s, and Buyer’s intention, on their own behalf ‘and on behalf of
the Releasing Parties, in, executing this release that this instrument be
and is a general release which shall be effective as a bar to each and
every claim, demand, or cause of action released by Seller, Seller
Guarantor, Buyer, or the Releasing Parties. Seller, Seller Guarantor, .and
Buyer recognize that they or the Releasmg Parties may have some. claim,

demand, or cause of action against the Released Parties of which they or
the Releasmg Parties is totally unaware and unsuspecting, which they or
the Releasing Parties is giving up by executing this release. It is Seller’s,
Seller Guarantor’s, and Buyer's intention, on their own behalf and on
behalf of the Releasing Parties, in executing this instrument that it will
deprive: them or the Releasing Parties of each such claim, demand; or
cause of action and prevent them or the Releasing Parties from asserting
such claim against the Released Parties. In furtherance of this intention,

Sellet, Seller Guarantor, :and Buyer, on thelr own behalf and on behalf of
the Releasing Parties, expressly waives any rights or benefits .conferred
by the provisions of Section 1542 of the California Civil Code, which
provides as follows:

A general release does not extend to claims which the
creditor does not know or suspect!to exist in his or her
favor at the time of executing the release, which if known
by him or her must have materially affected his or her
settlement with the debtor.

This waiver extends to any other statute' or common law principle of
similar effect in. any applicable jurisdiction, including without limitation,
Califernia and or any other jurisdiction |n ‘which the Releasing Parties
reside. \

|
Seller, Seller Guarantor, and Buyer acknowledge and represent that they
have consulted with legal counsel before executing this release and that
they understand its meaning, including the effect of Section 1542 of the
California Civil Code, and expressly consent that this release :shall be
given full force and effect according to each and all of its express terms
and provisions, including, witheut. limitation; those relating to the release
of unknown and unsuspected claims, demands and -causes of action.

8




10.

11.

12,

i
i

Non-Disparagement. In consideration of the accommodations
provided to Seller, Seller Guarantor, and Buyer, and the concessions
'made by Franchisor and its affiliates under this Consent; Seller, Seller
Guarantor, and Buyer agree not to, and to use their best efforts to cause
their respective current and former owners, agents, pfincipals, officers,
directors, shareholders, members, partners, employees, representatives,

_attorneys, spouses, parent companies, predecessors, affiliates,

subsidiaries, successors and assigns not to, disparage, impugn or
otherwise speak.or write negatively, d|rectly or indirectly; of Franchisor or
the Franchisor Parties, the Reis & Irvy’s brand, the Reis & Irvy’s franchise
system, or any othér service-marked or trademarked concept of
Franchisor-or the Franchisor Parties, or take any other action which would
subject the Reis & Irvy’s brand to ridicule, scandal, reproach, scorn, or
indignity’ or which would negatively impact the goodwill of Franchisor, the
Franchisor Parties,. or the Reis- & Irvy's brand.
l

Acknowledgment. Buyer and Seller acknowledge and agree that they
have negotiated the Transfer without involvement by Franchisor, that
Franchisor has not effected or arranged the Transfer, and that
Franchisor’s only. involvement in the transaction has been for the purpose:
of exercising. its right of consent; to the Transfer in accordance with the
Seller Franchise Agreement. Buyer and Seller acknowledge that Buyer
and Seller have assumed sole and full responsibility for making the. final
decision to purchase and seli the Interests and each has consulted, or has
had the opportunity to. consult but, of its own accord, elected not to
consult, with its own legal and financial advisors. Buyer further
understands that as part of analyzing the purchase of the Interests from
Seller, it is Buyer's responsibility to meet with or otherwise gather
necessary information from the appropriate parties which may Qr may not
affect Buyer's purchase of the Interests from Seller.

Additional Documents. Buyer, Seller, and Seller Guarantor agree to
execute such additional documents as may be necessary to complete the
Transfer as contemplated by the Purchase Agreement, the Seller
Franchise Agreement and thé Buyer Franchise Agreement.

Miscellaneous Provisions.

a. Confidentiality. None: of Seller, Selle\r Guarantor, nor Buyer shall
provide or disclose to any ‘third party, or use, unless authorized in
writing to do so by Franchisor or-properly directed or ordered to
do so by public authority or court of competent jurisdictien, any
information or matter that constitutés or concerns the terms and
conditions of this Consent or that'regards any of Franchisor'’s
dealings or negotiations with Seller, Seller Guarantoer, or Buyer
related to this Consent.




Governing Law. This Consent will be construed and enforced in
accordance with, and governed by, the laws. of‘the state set forth.

in the Buyer: Franchise Agreement.

. Amendment. This Consent may not, be modified or amended or
any term hereof waived or discharged éxcept in a writing sighed

by the party against-whom such amendment, modification, waiver
or discharge is sought to.be enforced.

Headings. The headings of this Consent -are for convenience and
reféerence only-and will not limit or otherwise affect the meaning
hereof.

Controlling Provisions. In the évent of any conflict between the
terms of this Consent and the terms of the Seller Franchise
Agreement of the Buyer Franchise Agreement, the terms of this
Consent shall control. |

Counterpart Signatures. ‘This Consent may be executed in any
number of counterparts and sent via facsimile or other electronic
transmission,. each of which will be deemed an original but all of
which taken together will constitute'one and the same instrument.

Third-Party Beneficiary. Each of the Franchisor Parties will be
deemed to be a third-party beneficiary of this Consent with an
independent right to enforce it.

(Signature page follows)



IN WITNESS WHEREOQF, the parties hereto have executed this Agreement.and
‘Conditienal Consent'to Transfer as of the Effective Date.

FRANCHISOR:
REIS & IRVY'S, INC.

By:
Name:
Title:,
*Date: __

*This is the Effective Date:

SELLER:
[SELLER NAME]

By: ‘
Name:__|
Title:
Date:

Forwarding. Address:
Forwarding Email::
Telephone:

SELLER GUARANTOR:
[SELLER GUARANTOR NAME]

Signature:
Date:

Forwarding Address:
Forwarding Email:
Telephone:,

BUYER:
[BUYER NAME]

By:
Name:
Title:
Date:

Forwarding Address:_
Forwarding Email:
‘Telephone:

8




NEW YORK REPRESENTATIONS PAGE

FRANCHISOR REPRESENTS THAT THIS FRANCHISE DISCLOSURE DOCUMENT DOES

NOT KNOWINGLY OMIT ANY MATERIAL FACT OR CONTAIN ANY UNTRUE

STATEMENT OF A MATERIAL FACT.



‘EXHIBIT K

RECEIPTS

Reis:& IrAs, Inc,
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RECEIPT
(OUR COPY)

This: Disclosure Décument summarizes certain provisions. of the Franchise:Agreement and. ather information in plain language. Read
this. Disclosure Document:and ali agreements carefully.

If Reis & Irvy's, Inc., offers you a franchise, it must provide this Disclosure Document to you 14 calendar-days before you sign a
biriding agreement wnth ‘or make a payment to, the franchisor or an affiliate in éonnection with the proposed franchise. sale. Under
Towa law, we must give:you this disclosure document at the-earfier-of our 1st: personal meeting or 14 calendar days before you.sign
an agreement with, or make a payment to, us or an affiliate in connéction with the proposed franchise sale. Under New York: law,
‘we must provide-this Disclosure Document at the earlier of the 1st personal meeting or 10 business days before you sign a birding
agreement with, or make ‘a payment to, us or an affiliate' in connection: with the proposed franchise ‘sale. Michigan requires that.we
give you'this Disclosure,Docurnent :at least.10 business days before:thé execution. of any binding franchise or-other agreement or the
payment of any:consideration,, whichever: occurs first. i

If Reis & Irvy’s, Inc., does not deliver this Disclosure Document onltime: or if it contains a false or misleading statenient, or a
material omission, a wolation of fedéral-and state law may have occurred and should be: reported to the. Federal Trade Commission,
Washington, D.C. 20580 and the:state-agencies listed in Exhibit A.

The Franchisor is Reis & Irvy's; Inc., located at 2620 Financial Court, Suite, 100, San Diego, CA/92117,
Issuance date: October 19, '2018-as:amended May'3, 2019: '

Franchise sellers offering the franchise: Reéis & Irvy's, Inc., located at 2620 Financial Court; Suite 100, San Diego, CA 92117, In
addition, 'pledse‘identify the individual franchise.seller who offered you a Reis'& Irvy's franchise in the space provided'below:

Glenn (TJ) Rogers, Jr. : Reis & Irvy’s, Inc;
. __ :Shaun Hagopian 22620 Financial Court, Suite 100
l ——Fodd-tuger San Diego, CA, 92117

Andrew Beach (858):210:4200

_ \C i
| -

We authorize the, respective parties identified on Exhibit:A.to receive ‘seriv‘i(;e of process for Reis:& Irvy’s, Inc,, in the, particular state.
i3, 2019 that included the following exhibits:

l I received a disclosure document dated October 19, 2018,.as:amended |

A State Administrators F List of Former Franchisees
and Agents for Service of Process: G Representations and. Acknowledgment
B Franchise Agreement .Statement.
C State Addenda to Disclosure Document: H Fi‘na’n(:ial Statements
‘and Agreement Rider 1 Form of General Release
D Table:of Contents of Manual. J Agreement and Conditional Consent to Transfer
E List.of Current Franchisees. K Receipt
PROSPECTIVE FRANCHISEE:
If a business entity: If aip individual:
Signature
Name of‘Business Entity (Print:Name):
By: ,
Its: Dated: |
Signature
(Print Name);
Dated:.

Please sign this copy of the receipt, print the date on which you received this Disclosure Documént, and return:it by U.S. Mail to Reis
& Invy’s, Inc., 2620 Financial Court, Suite 100, San Diego,.California 92117



RECEIPT
(YOUR COPY)

This Disclosure Document summarizes certain provisions-of the Franchise Agreement;and other information in plain language. Read
this Disclosure.Documenit and all agreements.carefully.

If Reis & Irvy’s, Inc., offers you a franchise, it must provide this Disclosure Document to you 14 calendar-days before you sign a
binding agreement W|th or make a payment to, the. franchisor or an affiliate in connection with the proposed franchise:sale. Under
Towa law, we must give-you this disclosure documént at:the: earller of our 1st'personal meeting or 14 calendar days before you sign
‘an’ agreement with; or make a payment to; us or an affiliate in connection with: the proposed franchise sale, Under Néw York faw,
we. must provide this Disclosure Document at the earlier of-the: 1st personal meeting or 10 business days. before you sign a binding
agreement with, or make 'a payiment to; us or an affiliate in connection, with thé proposed franchise sale, Michigan requires that we
give you this Disclosure:Document at.least.10 business days.before the execution of any: binding franchise orother- agreement or'the.
payment of any consideration, whichever occurs first.

If Reis & Irvy's; Inc., does ‘not. deliver this Disclosire Document. on time: or if it contains a falsé: or misleading statement, or a
material- omission,. a violation of federal.and state law may have occurred and should be reported to the. Federal Trade Commission,
Washington, D.C. 20580 and the state agencies listed in ExhibitA.

The Franchisor is Reis & Irvy’s; Inc.; located at 2620 Financial Court, S,qit_e, 100, San Diego, CA-92117.
Issuance date: October 19, 2018.as amended May 3, 2019.

Franchise sellers offering the franchise: Reis & Irvy's, Inc., located at 2620 Financial Court, Suite: 100, San Diego, CA 92117. In
addition, please:identify the individual franchise sellerwho offered you a Reis:& Irvy’s franchise in the space provided below:

Glenn (T3) Rogers, I Reis & Irvy’s, Inci
____ Shaun Hagopian 2620 Financial Court, Suite 100
| Fodd-Luiger " San Diego, CA 92117
___. Andrew Beach (858).210-4200

We authorize the respective parties identified:on Exhibit A to receive service.of process for Reis & Irvy’s, Inc., in the' particular state.
| I'received a disclosure document dated October 19, 2018;_as amended May 3, 2019 that:included the following exhibits:

A State;Administrators’ F List of Former Franchiseés.
and Agents for Service of Process G Representations and Acknowledgment:
B Franchise Agreement 7 Statement.
C State Addenda to Disclosure Document H Financial Statements
.and Agreement Rider I Form of General Release )
D Table of Contents of Manual J Agreement and.Conditional Consent to Transfer
E List of Current Franchisees K Receipt
PROSPECTIVE.FRANCHISEE:
If 'a business-entity: If'an 'individual:
Si‘gnature:l
Name:of Businéss Entity (Print Name):
By:
Its: . Dated:
Signature.. .
(Print:Name): ‘
Dated:: _ ‘ |

KEEP THIS COPY FOR YOUR RECORDS




